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Acronyms end Glourty of Tcrmr

ns end Acronyms

Average Effectivc Intcrcst Rctc

Acting

Cartal Bank of Karya

Chief Executivc Officcr

Institute of Certified Public Accountants ofKenya

Intemational Public Scctor Accouuting Standards

National Trcasury

Office of the Auditor Oeneral

Officc of the Coatollcr of Budgct

Occupational Safcty and Health Acr of 2007

Public Finance Managcmcnt

Property Plant & Equipment

Public Sector Accounting Standards Board

Public Servicc Commfusion

Scmi-Autonomous Govemmcnt Agencies

of Termr

rgemcnt - Members of marrsgement are entru,stcd directly with the
and tnrst for the organisation financial resources.
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2 Key Fund Information and Management

a) Backgroundlnformation

The Public Service Commission Mortgage and Car Loan Scheme were established by and derives

its authority and accountability from the Public Finance Management Act,20l2 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/ADIU/CIR/1/13 Vol. III (128) of 17th 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)

Acquisition of vehicle(s)

Purchase of developed house(s);

Purchase of land,

Purchase of land and construction of a houset

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.

The Funds are administered by the PSC Car Loan and Mortgage Scheme Committee. The

Committee is charged with the responsibility of processing loans fiom applicants following laid

down approved regulations, setting up a revolving Fund for the disbursement of loans, and

supervising the day+o-day operations of the Funds.

lll
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c) Schcme Management Committee

3

d) Key Management

e) FiduciaryOversightArrangements

4

5

6

ir

orate Services,CO

A De Director, Finance

Remmy N. Mulati, MBS
D Commission Se

Simiyu Njalale

Caroline C. Kiget
Ag. Deputy Director, Human Resource

Management (Corporate Services

u Director, Le al Services
Musa CherogonyCommittee Member

Committee Member

Chairperson

Vice Chairperson

Secretary

Committee Member
Director, Recruitment & Selection

De D rrecto P annt n

De

William Migwi

Sally Tanui

Dr. Simon K. Rotich
Chief Executive/Commission Secretary

Officer Administering the Scheme

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

2 Chairperson

CPA. Joseph M Njoroge
Ag. Deputy Director, Accounts

3 Fund Accountant

Caroline C. Kiget
Ag. Deputy Director, Human Resource

Management (Corporate Services)

Fund Secretary4

Dr. Simon K. Rotich
Chief Executive/Commission Secretary

Officer Administering the Scheme

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

2

Director, Intemal Audit
Pariken Sankei3 Directorate Intemal Audit

CPA. Joseph M. Njoroge
Director, AccountsuA

Fund Accountant4

Caroline C. Kiget
Ag. Deputy Director, Human Resource

orate Services)Management (Corp

5 Fund Secretary
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3 Fund Administration Committee

Name Details of Qualifications and Experience

Remmy N. Mulati, MBS
Chairperson

Siniyu Njalale
Vice Chairperson

Caroline C. Kiget
Fund Secretery

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

and is responsible for coordination ofalI 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 of Kenya.

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

years' ofexperience in the public sector.

He holds a Bachelor of 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 Httman

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

ce(ifications from the Kenya School of Govemment. Ms. Kiget is also

a member of the Institute of Human Resource Management.
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Name Details of Qualifications and Experience

lYilliam Migwi
Committee Member

Musa Cherogony
Committee Member

Ms. Sally Tanui
Committee Member

i'

\l
i\

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

experience in Economics, Research and Policy in international
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 Accountant (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 ofthe Strategic Leadership Development Programme and

Senior Management Course certifications from the Kenya School of
Government.

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 seclor.

She holds an Executive MBA, a Bachelor of Arts degree and a Higher
National Diploma in Human Resource Management. She is in
possession of the Strategic Leadership Development Programme and
Senior Management Course certifications from the Kenya School of
Covemment. Ms. Tanui is also a member of the Institute of Human
Resource Management.
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4 Management Team

Name Details of Qualifications and Experience

Dr. Simon K. Rotich, CBS
Secretary/CEO
Ofricer Administering the Scheme

Remmy N. Mulati, MBS
Chairperson

Dr. Rotich is the Secretary/Chief Executive of the
Commission. He was appointed on I'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

Diptoma in Mass Communication. He has attended numerous

training, workshops and seminars locally and intemationally.

He is also in possession of the Strategic Leadership

Development Programme and Senior Management Course

certifications from the Kenya School of Govemment.

He is a member of the Kenya Association of Public
Administration and Management (KAPAM), an affiliate of
Africa Association ol Public 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 Mortgage and Car Loan Scheme

Fund.
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Name Details of Qualifications and Experience

Simiyu Njalale
Vice Chairperson

Caroline C. Kiget
Fund Secretary

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 of the 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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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 government

regulations in order to facilitate staff to acquire motor vehicles and residential

houses. The purpose of the Schemes is to motivate staff and contribute towards

the attraction and retention of requisite skills in the Commission in line with

the constitutional principles under A(icle 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 2018119. The schemes received funding from the National Treasury to the tune

of 185,000,000 as at the time of reporting. The Commission wishes to appreciate the Govemment's

support through the National Treasury.

The year 2018/19 marks the third (3'd ) year of implementation of the Car Loan and Mortgage

Schemes. The Schemes have successfully admitted eleven (l l) staff. The most evident challenge

has been the low uptake of the facility by staff. To address these challenges the Commission is

committed to increasing sensitization efforts.

The medium and long-term focus for the Scheme still remains to motivate Commission staff by

facilitating thel 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.

I) 1.I.. 'ir1{t,r^.+i 
I n r, .

Remmy N. Mulati, MBS
Chairperson, Scheme Management Committee
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6 Report of the Fund Manager/ Administrator

This year marks the 2nd year of implementation of the Car Loan and

Mortgage Scheme. The Scheme has successfully admitted eight (8)

members and two (2) members to the mortgage and car loan schemes

respectively. The most evident challenge has been the low uptake ofthe

facility by staff. The Scheme Fund Administrator is pleased to submit

their report together with the financial statements for the year ended 30fi

June 2019.

FCS, Dr. Simon K. Rotich, CBS
Fund Administrator
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7 Statement of Performance against Predetermined Objectives

Section 81 Subsection 2 (0 ofthe Public Finance Management Act, 2012 requires the Accounting

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

performance ageinst predetermined objectives.

The PSC Staff Mortgage and Car Loan Scheme falls under the strategic pillar ofcapacity building

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

the current Strategic Plan. To realize this objective, the PSC StaffMortgage and Car [,oan 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

performance targets set for the FY 201812019 period for its strategic pillar, as indicated in the

diagram below:

Processing of
all
applications
for loans
received by
the
Committee.

lmproved
Terms &
Conditions

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

r PSC Mortgage &
Car Loan Scheme
disbursement reports

o Number of Staff who
accessed mortgage
and car loans

o Number of meetings
held in a year

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
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8 Corporate Governance Statement

a) Inlroduction

The PSC Mortgage and Car Loan Scheme is a revolving Fund established pwsuant to the Public

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

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

The object and purpose of the Scheme is provided for in Section 4 ofthe 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

staffby providing mortgage and car loan facilities.

The Scheme is committed to complying with the set out corporate governance regulations. The

Scheme has a formal corporate govemance framework with 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

The Scheme Management Committee is appointed by the Secretary/CEO on a personal basis. 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.

The day{o-day running of the scheme is delegated to the Secretary of the Scheme who is also the

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 of the PSC StaffMortgage Regulations, 201 8 states the roles and functions of the scheme

management committee which include but are no1 limited to :-

l. Preparation of workplan and budget for the Committee;

2. Procurement/identification of service providers;

3. Sensitization of staff on the Car Loan and Mortgage schemes Fund;

xlll
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and proccssing of applications for loans in aocordancc with thc cxisting tcrms

ons of bonowing;

and supervision of thc day to day running ofthe funds;

ofpropcr books and records ofaocount ofthe incomc md expcnditue, asscts

itics of the funds;

gifts and donations, grants or endowments made to thc funds;

and recommend approval of financial statcmcnts to thc Authorizcd officcr; and

reporting on the schemes.

S chenu Conmdtlec nucttngs

regularly as rcquircd in ordor to delibcrate on staff r€qucsts and to monitor

scheme funds and achievcmcnt of worlrylan objcctives. Thc commitec plays

over the Scherne activitics.

the Scheme Management Commitce are rcquired to declare any conflict of

of each meeting.

by the Inrcmal Audit Unit rvirhin thc Commission and the Office of the
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9 Management Discussion and Analysis

a Operalional andtinancial pe{omance of the Fund during the period

This section provides an overview ofthe Scheme's financial position as at the close ofFY 2018/19.

The Public service commission mortgage and car loan funds had a surprus of ksh.1,223,396 in the

financial year ending June,2019.However,the funds had a surprus of ksh.58,073.70 in the six

months period ending June,20l8.

The assets of the funds amounted to ksh.186, 281,469 compared with 100,058,074 for the six

months period ending June, 2018.

The number of staffs who were issued loans during the period ending June, 2019 were fifteen. The

outstanding loans amounted to ksh.101,721,221.

b. Fund's key projecb or investment decision implemented or on going

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.70,577,315.

c, Number and amount of loan bsued durhg the period Loan oubtanding and loan rcpald.

d Fund's compliance wilh stalutory requirements

The scheme has made efforts to comply with the necessary statutory requirements in the

administration and management of the funds.

15 104,647,068 101,721,221 4,764,713

xv
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l0 EnvironmentalandSustainabilityReporting

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 ofincreasing the

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

greenhouse gas emissions and mitigating against climate change.

Most homeowners 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

ciry resources.

The staff are encouraged to consider low fuel-consuming vehicles are cost-effective since 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 cunent advancement in technology, homeowners have been taking advantage of Intemet

fiber by providing space for it during construction. This ensures a reliable and 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

sensilizes newly appointed staff to ensure the dissemination ol information and attract new staff

to utilize the facility.

xv1
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ll Rcport of Fuad Adrinirtredoo Comnlttee

The Tnrgtoes/Fund Administsation Committee submit their rcport together with the audifp

finaocial statcmeats for thc ycar ended June 30, 2019, whioh show the gtarc ofthe Fund's affairf.

HnclpdActMtfer

The principal rctivities of the Frds are;

l. To provi& a loan Scheme for the purcbase, develolmeat or reoovation of regide,lrtial propaty

by mcmbers of the sohemc,

2, To provide a loan scbcme for the purchaee of cars by members of the scheme.

Per{omence

The performaace of the Fuod for the year ended Jrme 30, 2019, is set out otr page l-5.

Adnlnirtretfu n Connlttrc

Tbe mcmbcrs of thc Administration Committec who servod during the year arc shown on pagc

- vlll.

Auditorr

Tbe Arditor4eneral is rcsponsible for th€ st fisory audit of tbe Fund in accordrc with

229 ofths Constitrtion ofKcnya aod tbc Public Audit Act 2015.

By Ondo ofthe Board

R.N. Mulati, MBS

ReuoyN. Mulrd,MBS
Cheh of ttc Se.Lenc Menrgcmont Connttte
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l2 Statement of Management's Responsibilities

Section 84 (l) of the Pubtic Finance Management Act,2012 requires that, at the end of each

financial year, the Administrator of a 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 responsibte 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 30,2019. 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 ofthe fund, (iii)Designing, implementing and

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

statements, and ensuring that they are free from material misstatements, u$ether 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 ofthe 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 contbrmity with Intemational Public Sector Accounting Standards

flPSAS), and in the manner required by the PFM Act,20l2 and Salaries and Remuneration

Commission circular SRC/ADM/CIR/I/13/1/OL/l 1l(128). The Administrator of the Fund is of the

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

transactions during thc financial year ended June 30, 2019, 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 we[[ as

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

Administrator of the Fund has assessed the Fund's ability to continue as a going concem.

xvlll
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REPORT OF THE AUDITOR-GENERAL ON PUBLIC SERVICE COMMISSION CAR
LOAN AND MORTGAGE SCHEME FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Public Service Commission Car
Loan and Mortgage Scheme Fund set out on pages 1 lo 22, which comprise of the
statement of financial position as at 30 June, 2019, and the statement of financial
performance, statement of cash flows, statement of changes in net assets, and statement
of comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained 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 Publlc Service Commission Car Loan and Mortgage Scheme Fund as at
30 June, 2019, 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 Ad,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 of the Auditor-Cencral on Public Sen'ice Commissktn ('ar Loon and Mortgage Schene Fund /or tha vear
ended 30 June. 2019



REPORT ON LAWFULNESS
RESOURCES

Conclusion

AND EFFECTIVENESS IN USE OF PUBLIC o

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

Basis for Conclusion

1. Late Submission of the Financial Statements

The financial statements of the Fund for the year ended 30 June, 2019, were submitted
to the Auditor General on 30 October, 2023 approximately four (4) years after the end of
the financial year. This was contrary to Section 84(3) of the Public Finance Management
Acl,2012 which requires an Administrator of a National Public Fund to prepare financial
statements 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 Mortgage 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/CIRl1l13Nol.lll (128) dated 17 December, 2014 which approved an interest
rate of three (3) percent per annum for the duration of the loan.

Report of the Audilor-Generol on Public Sen-ice Commission Cor Loqn ond Mortgage Scheme Fund lor the yeor
ended 30 June, 2019
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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 tee of 1o/o on car and mortgage loans taken and a monthly ledger
fee of Kshs.350. These have increased the cost of the 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 1.57o 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 money for the Funds
could not be confirmed.

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
Ac!2012 which requires an Administrator of a National Public Fund established by the
Constitutlon 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.

Reporl of lhe Auditor-Generql on Public Seruice Commission Cor Loan and Mortgage Scheme Fund for the year
ended 30 June, 2019
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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 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.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to sustain services, disclosing as applicable matters related to sustalnability
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, 20 t 5.

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 accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Arlicle 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

Report of the Audilor-General on Public Semice Conmission Car Loan and Mortgage Schemc Fund for lhe y'eor
ended 30 June, 2019
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t a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in ihe aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) ot the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of 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.

a

ra

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

Reporl o/ lhe Audilor-General on Public Service Commission Car Loqn and Mortgage Scheme Fund for lhe year
ended 30 June, 2019
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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.

,

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 Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal 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 applicable, related safeguards.

FCPA a
AUDITOR.GENERAL

Na irobi

13 March,2024

Report of the Auditor-General on Public Service Comnission Car Loan and Mortgoge Scheme Fund for the ycar
eruled 30 Junc. 2019
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Public Service Commission Car Loan & Mortgage Scheme tr-unds

Annual Report and Financial Stalements Iot the year Ended 3Uh June 2019

I

Revenue from non-exchange transactions
Transfers from other Parent Ministry/
SC/SAGA

Revenue from exchange transactions

68,3216 2,606,877Interest income

7 15,750Other income

68321s2,622,627

2,622,627 68,322Total revenue

Expenses

I ,167,s888Admini strati on costs

Use of goods and services

15,7509Other Expenses

Finance costs

I,183338-Total erpenres

Other geinsiflosses

Gain/loss on disposal of assets

1,439289 68,322Surplus(deficit) before tax

t0,24810 215,893Taxation
58,074r,223395Surplus/Dellcit efter Tax

14 Statement of Financial Performance for the year ended 30th June 2019.

(I'lu noles set oul on pages 6 to 2l form an integral part of these Financial Statements)

\

The financial statements were approved on ...3-\t':].\2-.1.... and signed by:

FCS, Dr. Simon K. Rotich, CBS

Fund Adminlstrator

CPA. Joseph M.
Njoroge

Fund Accountant

ICPAK M/.llo: 6386

Remmy N, Mulati, MBS

i.

{
ilrri

1

Chairperson of the Fund



Public Service Commi.ssion Oar Loan & Mortgage Schema Funcls

Annual Report and Finoncial Stalements for the year Ended 3Ah June 2019

15 Statement of F inanciel Position es et 30th June 2019

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

of the fi nancial statements.

The Fund financial stateme 2023 and signed by:
ra,r \" r:..:

nts were approved on ?0 o

FCS, Dr. Simon K. Rotich, CBS

Fund Administrator
CPA, Joseph Njoroge

Fund Accountant

ICPAK MNo: 6386

Remmy N. Mulati, MBS

Chairperson of the Fund

2

Assets

Current rssets

Cash and cash equivalents l1 84,560,248 100,058,074
Receivables from exchange transactions

Receivables from Non- exchange
tr?nsactlons
Prepayments

Inventory

Total Current Assets 84.560,248 100,058,074

Non-current rssets

Receivables from exchange transactions t2 t0t,721,221
Property, plant, and equipment

Intangible assets

101,721,221
Total assets 100,058.074186,281,469
Liabilities
Trade and other payables

Total Current Liabilities
Total liabllities

Net assets 18628t,469 r00,058,074
Car loan revolving fund 30,000,000 15,000,000
Mortgage revolving fund 155,000,000 85,000,000
Accumulated surplus (Ieserye.s) 1,281,469 58,074
Totrl net assets and liabilities 186,28t,469 100,058,074



Public Semtce Commission Car Loan & Mortgage Scheme Fund

Annual Report and Financial Statements for the year ended 30h June 2019

16 Statement of Changes in Net Assets for the year ended 3fth June 2019

Belance as at I July 2017

SurpluV(defcrrl for the period 58,074 58,074 58,074

Funds received during the year 85,000,000 15,000,000 100,000,000 100,000,000

Transfers

As et 3l| June 2018 E5,058,074 15,000,000 100,058,074 100,058,074

85,058,074 15,fl)0,fl)o 100,05E,074As et I July 20lE r00,058,074

SurpluV(defdt) for the period 1,066,045 157,351 r223,394 1223,396

70,000,000Funds received during the year 15,0m,000 85,000,000 8s,000,000

Trarufers

lx,l24,ll9 30,157J51As et 30 June 2019 t86,2.81.69 186281469

...-a-.<-.,.<' -3
.,.'*"r;
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Public Service Commission Car Loan & Mortgage Scheme Fund

Annual Report and Financial Statements for the year ended 3Ah June 2019

17 Statement of Cash Flows for the year ended 30th June 2019

Cesh flows from operating activities

Receipts

Transfers from other Parent Ministry/ SC/SAGA

2,606,877 68,322hterest received

Other income

2,606,877 68322Total receipts

Payments

t0,248Taxation 215,893
Use of goods and services

1,167,588Administration costs

Total payments 1,383,481 10,248
13 r,223396 58,074Net cash flow from operating activities

Cash flows from investing activities
Purchase ofPPE and intangible assets

Proceeds from sale ofPPE

3,t70,935Proceeds from loan principal repayments

Loan disbursements paid out (r 04,892,156)

(r01,72r,2211Net cash llows used in investing activities

Cash flowt from financing activities

70,000,000 85,000,000Receipts into the mortgage revolving fund

15,000,000 1s,000,000Receipts iuto the car loan revolving fund

100,000,000Net cash Oows used in linancing activities 85,000,000

(15,497,826\ 100,058,074
Net increase/(decrease) in cash and cash
equivalents
Cash and cash equivalents at I July 2017 ll 100,058,074

1l 84,560,248 100,058,074Cash rnd cash equivalents at 30 June 2018

4



Public Semice Commission Car Loan & Mortgage Scheme Frmd

Anruml Report and Financial Statements for the year ended 3N June 2019

18 Stetemcnt of Comprrison of Budget and Actual amounts for the year ended 3fth June 2019

Budget notes

The fund is funded by The National Treasury through exchequer releases. A capital expenditure ofksh.85,000,000 comprise

ksh.15,000,000 for Car loan fund and ksh 70,000,000 for Mortgage loans frrnd.

+-3--.. " - -_-

Revenue
Transfers from other Parent
Midstry/ SC/SAGA

lnterest income 2,606,877 (2,606,877) 0%

0%Other income 15,750 (15,7s0.00)

2$22,627 Q,622,627\ N/oTotal Revenue

Erpenses
l,167,588 (1,167,s88) 0%Administration costs

Use of goods and services 0.0

15,750Other Expenses

Taxation 215,893 (21s,893)

l39913rs (1,383,481) V/oExpenditure

Surplus for the period 1223396 (1239,146) 0o/o

Cepitel Expcnditure E5,000,000.00 85,000,00o.00 E5,000,000 IOU/o

5
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Public Service Commission Car Loan & Mortgage Scheme Fund

Annual Report and Financial Statements for lhe year ended 30h June 2019

19 Notes to the Financial Statements

1. General Information

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

l6s March,20t6 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 of

residential property by members ofthe scheme.

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

2. Statement 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 International Public Sector Accounting

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

to exercisejudgement in the process of applying 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 statements have been prepared in accordance with the PFM Act, and Intemalional

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

consistently applied to all the years presented.

6



Public Sen-ice Comntis,sion ('ar Loan & Mortgage Schenre Fund

Annual Reporl and Financial Stalements.for the yaar ended 30h June 2019

Strtrdrrd Effective date and impect:

IPSAS
Financial

lnstruments

4t:

IPSAS 42: Social

Benefits

Amendments to
Other IPSAS

resulting from
IPSAS 4 I.

3. Adoption Of New and Revised Standards

New and amended stondards and intetprelalions in issue effective in the year ended
30 June 2023.

Applicable: l"t January 2023:
The objective of IPSAS 4l is to establish principles for the financial
reporling 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 stalements with 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 heldl

. 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 ofthe guidance. The modeldevelops

a strong link between an Entity's risk management strategies and

the accounting lreatment for instruments held as part of the risk

management strategy.

Applicable: l"t January 2023

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a

reporting Entity provides in its financial statements about social

benefits. The information providcd should help users ofthe financial

statements and general-purpose financial rcports assess:

(a) The nature of such social benefits provided by the Entity.
(b) The key features ofthe operation ofthose social benefit schemes;

and

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

financial performance, financial position and cash flows.

Applicable: lst January 2023:
a) Amendments to IPSAS 5, to update the guidance related 1o the

components of borrowing costs which rvere inadvertently

omitted when IPSAS 4l was issued.

7



Public Service Commission Car Loan & Mortgage Scheme Fund

Annual Report and Financial Stotements for the year ended 3Ah June 2019

Elfective date and lnpact:Standa

Financial
Instruments

Other

improvements

IPSAS

To

New ond umended stundards und interpretations in issue but not lel elfeclive in lhe
yeor ended 30 June 2023.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk rvhich were inadvertently omitted

when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued.

d) Amendrnents to IPSAS 33, to update the guidance on

classifying financial instruments on initial adoption ofaccrual

basis IPSAS which were inadvertently omitted when IPSAS

4l was issued.

Applicoble I't January 202j
c IPSAS 22 Disclosure of Financial lnfornalion about the Generol

Government Sector.

Amendments to refer to the latest System of National Accounts (SNA

2008).

o IPSAS 39; Enrployee Benefts

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

longer defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and

Measurement
Standard no longer included in the 2023 IPSAS handbook as it is norv

superseded by IPSAS 4l which is applicable from I't January 2023

II

Stridar{d Elfective date and lmpact:
IPSAS 43 Applicuble l"t Januory 2025

'[he standard sets out the principles lor the recognition, measurement,

presentation, 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 givcs a basis for users of
Ilnancial statements to assess the effect that leases have on the financial

position, Iinancial perlormance and cashflorvs ofan Entity.
-l-he new standard requires entities to recognise, measure and present

inlormation on right ofuse assets and lease liabilities.

IPSAS 44:

Non- Current

Assets Held
for Sale and

Discontinued

Operations

Applicuble I"t Januu4, )Q)J
The Standard requires,

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

at the lorver ofcarrying amounl and thir value less costs to sell and the

depreciation ofsuch assets to cease and:

8
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Public Service Conrmission Car Loan & Mortgage Scheme Fund

Annual Report and Financial Statements for the year ended 3Ah June 2019

4. Signilicant Accounting Policies

Revenue recognitiona

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 Ihe 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 effective yield discounts

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

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

interest income for each period.

b. Budget information

The original budget for FY 2018/19 was approved in June,20l8. 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 of financial

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. In addition to the
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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 as

per the statement of financial performance has been presented under section 18 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 contract 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 thlough net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contractual 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

ll
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assets/ equity unless an entity has made irrevocable 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 vrluc through net assets/ equity

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

financial assets, where 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

interest rate method.

Fair value through surplus or delicit

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 of realizing cash flows through solely the sale of

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

t2



Public Service Commission Car Loan & Mortgage Scheme Fund

Annual Report ond Financial Statementsfor the year ended 3dh June 2019

SigniJicant 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 ofall outstanding amounts at the

year end.

e. FinancialLiabilities

Classification

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

financial liabilities measured through profit or loss.

f. Contingentliabilities

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

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

embodying economic benefits or service potential is remote.

g. Contingent assets

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

existence is contingent on the occunence or non-occurence of one or more uncertain future

events not wholly within the control of the Fund 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 virlually certain that an inflow of

economic benefits or service potontial will arise and the asset's value can be measured reliably.

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

which the change occurs.

h. Nature and purpose of reserves

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

eamed are revolved back to the fund.

i. Changes in accounting policies and estimates
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.
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6 Interest income

7 Other Incomes

E Administration costs

9 0ther Erpenses

Interest Income From Mortgage Loans 1,552,103

391,089Inlerest Income From Car Loans
663,685 68,322lnterest Income On Bank Deposits

Other (Specify)

Totrl loterest Itrcome 2,606,E77 68322

Other Incomes(lncome fiom bank chatges to
loanee)

15,750

Income from Sale ofTender documents

Miscel laneous income (Spe c i/y)

Total Other income 15,750

290,1t9Car loans administration costs

877,469Mortgage loans ad ministration
0Total Administration costs 1,157,588

Other expenses (Income from bank
charges to loanee)

15,750

lncome from Sale ofTender documents

M iscel laneous incnme (S pe c ify)
15,750Total Other income
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Income t{x charge

10,248215,893Tax Cha4ged On lnterest Income

10,24E215,893Incme II GI 3e

i

I l0 Tarrlion

ll Cas[ and crsh equivalents

Dcteiledranalysis of the cash and cash equivalents

lt
I

#

7,6t3,024 15,000,000Public Scrvice Commission Car Loan
schcmc

85,000,000Fixcd Deposits Account 70,577,315

On - Call Deposis
58,074Public $ervice Commission Mortgage

schemd
6,369,909

O$crs (Spacrn
84,560r48 100,058,074Tdel Srsb end Cesh equivelents

6,369,909 58,074Publl4 Service Commission
Mortirce Scheme

1221809512

KCBSank -KICC Branch

7,613,024 15,000,000hlb[t Servtce Commission
Cer Ilpen Scheme

1221809245

KCBjBank -KICC Branch

13,982934 15,058,074Sub- Totat

Fircd Deposits (AEIR 0.825%
Dl) i

85,000,00070,577,315KCBlBank -KICC Branch

100,058,07484,560r48Grsnd Totel
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Notes to the Finarcial Stalements (contirued)

12 Receivables from erchange tmnsrctions

13 Net cgsh flows from operatlng activitles

Current Receivables

Interest Receivable

Current Loan Repayments Due

Other Exchange Debtors

Less: lmpairment Allowance

Total Current Receivableg

Non-Current Receivrbles

Long Term Loan Repayments Due 101,721,221

Total Non- Current Recelvrbles

Totel Reccivebles From Exchenge
Transections

10t,721221

Aphlu*nb(r*rhrUrfrou mt8n9 cA ol
To0.b

,nflfi8 tA of
Tobk

erchrng€ trsD$cti,oB
Less than I year 0%

Between l-2 years 0%

Between 2-3 ycars 3,031,091 3o/o

Over 3 ye€rs 98,690,131 97o/o

Tot.l (tie to totrb .bove) 101,721,221 l00o/"

III

Surplud (deficit) for thc yerr beforr
trr

1,439289 68322

Adjurted for:
Taxation (2 r 5,893) (r0,248)
Administation cosls

Increase in payables

Use ofGoods and services

Working capitel adjustmenh 1223396 58,074

Net carh llow from opcratlng ac'tivitier t?23396 58,074
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Notes to the Finuncial Slalements (conlinued)

14 Financial risk management

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

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

focuses on unpredictability of changes in the business environment 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) Crcdit risk

The Fund has exposure to credit risk, which is the risk that a counlerparty 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 ofeach customer, taking into account its financial

position, past experience and other factors. lndividual risk limits are set based on internal or

extemal assessment in accordance with limits set by lhe directors. The amounts presented in

the statement of financial 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 of the valuc ofany collateral

obtained is madc up as follorvs:

IGhs.
At 30 June 2019

lReceivables From Exchange t0t,72t,221 t0t.72t,2zl 0

Transactions-Car loans and

mortgages

0

Prst
due

IEpriredTotal amount Fully
Dcrformini

Dercflpt{on
I

Kshs. Kshs.Kshs.
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Receivables From Non-
Exchan e Transactions

0 0

Bank Balances 84,560,248 84,s60.248 0 0

Total 186,281,469 186,281,469

At 30 June 2018

Receivables From Exchange

Transactions- Car loans and
mo

0 0

Receivables From Non-
Exchan e Transactions

0 0 0

Bank Balances 100,058,074 100,058,074 (, 0

Total 100,058,074 100,05E,074

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 recognized in the financial statements is considered

adequate to cover any potentially irrecoverable amounts'

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 manrgement

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

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

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

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

The fund did not have payables during the financial year 201812019'

c) Market risk

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

the Fund on an ongoing basis, evaluate and test the design and effectiveness of its intemal

accounting and operational controls.

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

and foreign exchange rates which will affect the Fund's income or the value of its holding of

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

t9
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within accrptablc par8meters, while optimising thc rctum. Overall

for managing markct risk rcsts rvilh the Audit and Nsk Managcmcnt Commitroc.

Financc Dcpartncnt is rcaponsiblc for thc dcvclopmcnt of daailed risk

licics and for thc day-today implerncntation ofthosc polioics.

no c,hangc to thc Fund's cxposure to markct rislc or thc mumer in which it

thc risk.

rirk
is the risk that thc Fund's financial condition may be advcrscly affcaed as a

in intercst ratc lcvels. Thc Fund's intcnest ratc risk ariscs from bank

the Fund to cash flow interest rate risk. Thc interest ratc risk otposurc arises

ratc movemcnts on thc Fund's deposits.

of lnta$l tst rls*

intclcst rstc risk, managemcnt hrs cndcavourcd to bank widr institutions that

intcrest rates.

k management

of the Fund's capital risk management is to safcguard the Fund's ability to

going conccm. Thc Fund capital stucturc compriscs of thc following funds:

100,000,0001E5,000,000

58,074d surplus (rteseierr,) r28r,469
100,058,074tE6r8l,a69I

84,560,248 100,058,074lrd benk balsnccs

r01,721,22trccss cash and cash cquivalcnts)

55o/o 0Y.
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15 Evenb rfur tlc nlporttlg hrlod

Thac wore no macrial adjustiry and noo- rdjurting ov.nts aftrr thc reporting p€riod.

16 lllthrloAndHoldlryEldty
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17 Crrclry
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