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KEY FUND INFORMATION AND MANAGEMENT

Background information

The Officers House Mortgage/Scheme Fund (SOHMSF) was established in 2015,through Legal

No. 23 of 6e March 2015 under the Public Finance Management Act. This was pursuant to

gul ines provided by Salaries and Remuneration Commission on mortgage benefit for State

and other Public Servants in December,2014. The establishment of the Fund is in line with

the

for

Housing Policy for Kenya 2004 (Sessional Paper No. 3). The policy among other thingq

for employers to assist their employees to acquire housing. The Cabinet Secretary in charge

National Treasury is responsible for the general policy'and strategic direction of the SOHMSF

the Principal Secretary is the administrator of the Fund. The Cabinet Secretary to the

Treasury on July 2015 approved full delegation of the operations and management of the

F on to the Civil Servants Housing Scheme Fund (CSHSF).

onstitution under Section 42 and 43 accords every pprson the rightto a clean and healthy

ment, and the right to accessible and adequate housing, and to reasonable standards of
The Salaries and Remuneration Commission on lTth December, 2014 set and advised on

and mortgage benefits for afl State officers and other public officers in Kenya.

N

S
I

The

re

The

Principal A.ctivities

ncipal activities of the Fund are to provide a loan Scheme for the purchase or development of
by State Officers. The Fund is administered by the Principal Secretary, State Department for

ng and Urban Development who is the Fund Administrator. There is a Scheme Management

charged with the responsibility of management in accordance with laid down approved

setting up a revolving Fund for the disbursement of loans, and supervising the day-to-

day of the Fund. The Fynd Manager is responsible for the day-to-day operations of the

Scheme Management Committee

The

The

is administered through the State Officers House trriortgage Scheme Fund Committee

g Officer is the Principal Secretary of the Ministry for the time being, responsible

for related to housing. Maqagement of the Fund is overseen by the Scheme Management

for the reporting period comprising:

i. Officer administering the Fund,

ii. Principal Secretary responsible for the National Treasury

iii. Principal Secretary responsible for Labour, Social Security and Services

III
t

I

I
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iv. Principal Secretary responsible for public Service

v. Principal Secretary responsible for Infrastructure

vi. Principal Secretary responsible for Coordination of National Government, and

vii. The Attorney General

Key Management

uring the financial period under focus State Officers House and Mortgage Scheme Fund

s were undertaken by the State Officers House and Mortgage Scheme Fund Secretariat

administered by the Officer Administering the Fund - the Principal Secretary, State

epartment for Housing and Urban Development, Ministry of Transport, Infrastructure, Housing,

rban Development and Public Works.

key management personnel who held office during the financial period ended 3Oth June,2022

Fiduciary Oversight Arrangements

The overall oversight role of the Fund lies with the Parliamentary Public Accounts

Committee. Pursuant to Section l8 of the Government Financial Management Act, 2004

I Chairperson/Fund Administrator Charles M. Hinga, CBS
1 Representing the Principal Secretary, Interior Arthur Osiya, EBS

3 Representing the Principal Secretary, National Treasury Hiram Mwangi Kahiro, OGW

4 Representing the Principal Secretary, Labour Dr. William K. Kiprono, EBS

5 Representing the Principal Secretary, Infrastructure Joyce K. Gichomo

6 the Principal Secretary, Public Service andRepresenting

Youth

Mary Mugure Ngugi

7 Representing the Attornfy General Biliah K. Mwinzi
8 Housing Secretary(Co-opted) Patrick Mwenda Bucha, MBS

I Fund Administrator Charles M. Hinga, CBS

2 Project Manager Arch. Julius G. Wairagu

J Estate Manager Mr. Boniface M. Ngochi

4 Scheme Accountant CPA. Lucy Njeri Mbira

IV
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and Section 9 (e) of the Legal Notice No. 168 (Legislative Supplement No. 5 l) of 22nd

December 2006.

The Fund Extemal Auditors remain the Auditor General of the Government of Kenya.

Internal audit for the Scheme is carried out by the audit section within the Ministry of
Transport, Infrastructure, Housing and Urban development, State Department of Housing

and Urban Development ' ,

Registerdd Offices

ARDHI House, Ground Floor, Ngong Road

P.O. Box 301l9-00100

NAIROBI

g) Fund Contacts

Telephone: (254) 27 18050'

E-mail : cphd@housin gandurban. go.ke

Website: www.housinqandurban.qo.ke

h) Fund Bankers

Kenya Commercial Bank Lt&,

MilimaniBranch

A/C No.l170913962

P O Box 69695 - 00100

NAIROBI

I

I

I

I

L,

I Overall Oversight Parliamentary Public Accounts Committee

2 Directorate Internal Audit State Department for Housing and Urban

Development

J ExtemalAudit Office of the Auditor General

V
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FUND TIONTfiIANAGEMENT COMMITTEE
I

lr NAM] MEMBERSIIIP
DESCRIPTION.

KEY ACADEMIC AND PROFESSIONAL
QUALTfTCATTON.

rs M. Hinga, CBS

Principal
Secretary for
State Department
Ho[rsing and
Urban
Development and
Officer
Administering the
Fund

Charles is a Chartered Accountant (CA) and holds a
Bachelor of Commerce (Accounting) degree from
Kenyatta University and a Bachelor of Accounting
Science (Honors) from University of South Africa.
His core competencies include project and structured
finance, deal structuring and business development.
Until the time of his appointment as the Principal
Secretary of State Department for Housing, Urban
Development and Public Works, he was the Group
Chairman of an advisory boutique with presence in

ya.South Africa and Ken

EBS

Representing the
Principal
Secretary,
Interior

I
i
I

Arthur Osiya was born in 1967. He is a
SecretaryA.iational Administration in the State
Department for Interior, Ministry of Interior and
Coordination of National Government. He holds
Bachelor of Arts, Government and Philosophy
(Hons). He has attended various training as follows:
Crisis Intervention in the Community, Masha,lsrael;
Strategic,Leadership Development Programme; He
previously worked as a County Commissioner and
District Commissioner. He has over 30 years of
experience.

Arth

I

Hi Kahiro,M

Representing the
Principal
Secretary,
National
Treasury.

l
l

April, 1972,Mr Kahiro is currently the
Secretary, Administration at The National Treasury
where he heads the Administration and Support
Services Department. He is also the Ag CEO, State
Officers and Public Officers Motor Car Loan Scheme
Fund of the National Government. He also represents
the Cabinet Secretary as a Board Member of the
Witness Protection Agency and the Chuka University
Council. Ir,L Kahiro holds an MA and BA from The
University ofNairobi.

Mr Kahiro started his career as a District Officer and
rose through the ranks to become a County
Commissioner. In 2017, he was seconded to
Nyandarua County Government where he served for
three years as a County Secretary and Head of Public
Service.

He has worked in Public Administration for over 25
years.

Bom on22

I

I

I
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m K. Klprono, EBSDr

Representing the
Pripcipal
Sedretary, Labour

Dr. William K. Kiprono is the Secretary of
Administration for the State Department for Labour.
He holds a Doctorate Degree (PhD) in Educational
Management. He has a wealth of experience in the
civil service spanning 3l years.

t

J K. Gichomo

Representing the
Principal
Seoretary,
Infrastructure

I
I

Mrs Joyce K. Gichomo is Director,Human Resource
Manageryent and Development, State Department for
Infrastructure. She holds Master of Business
Administration in Human Resource Management and
Bachelor of Commerce. She is a registered Full
member of the Institute of Human Resource
Management. She has attended Strategic Leadership
Programme among other senior management
courses. She is a Human Resource Practitioner with
over 32 years' experience.

Mugure Ngugi

Representing the
Principal
Secretary State
Department of
Public Service
and Youth

Mary Mugure Ngugi is a Director Human
Resource, Management in State Department of public
Service. 'She holds a Bachelor Degree (Arts),
Master's Degree and a Postgraduate Diploma in
Human Resource Management. She has attained
professional development courses locally, regionally.
and internationally. She has served the Public Service
in various capacities for 28 years. She has attended
Strategic Leadership Development Programme. Mrs
Ngugi iq a member of the Institute of Human
Resource Management.

Mrs

Ah K. Mwinzi

i..r.
LT
:l
rl

f \f
"( f-

Representing the
Attorney General

I
I
I

Biliah is an advocate ofthe High Court of Kenya with
over l5 years post admission experience. She holds a
Bachelor of Laws (LLB,Hons) degree and from Moi
University and a Post Graduate Diploma in Legal
Studies from the Kenya School of Law. She is a
member of the Law Society of Kenya. Biliah is a
Deputy Chief State Counsel at the Office of the
Attorney General and Department of Justice,
currently under the Public Trustee Division where
she heads the Trusts Section

VIII
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Mwenda Bucha, MBS

Housing
Secretary

Patrick Bucha was born in 1964. He is Secretary,
Housing in the State Department for Housing and
Urban Development.
He holds a Master of Arts in Building Management,
Bachelori of Arts in Building Economics and.
currently undertaking PhD il Leadership and'
Govemance.
He is a registered Quantity Surveyor with Board of
Registration for Architects and Quantity Surveyors.
He has 28 years of experience.

IX
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SECRETARIAT/KEY MANAGEMENT MEMBERS OF THE STATE OFFICERS
HOUSE IIORTGAGE SCTTEME FUND (SOHMSF)

AREA OF
RESPONSIBILITY

KEY ACADEMIC ANI)
PROFESSIONAL QUALIFICATION.

Julius G.

/
l

Project Manager Bachelor of Architecture
Registered Architect with the Board of
Registration for Architects and Quantity
Surveyors

I

Mr Ngochi

I

Boniface

Estate Manager o MA Planning (Urban & Regional
Planning) 1

o BA(Hons)LandEconomics
. Member of the Institution oi

Surveyors of Kenya (MISK)

:,
A. Lucy Njeri Mbira

)

l

Scheme Accountant o MBA(Finance)
o B Com (Accounting)
. CPA(K)
o Member Institute of Certified

Public Accountants ICPAK

{

x
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the opinion that the attached appropriations, reports and other financial statements present

financial state of affairs of the State Officer House Mortgage Scheme Fund Vote as at 30th

2022. \

M. Hinga, CBS

The Secretary,

Department for Housing and Urban Development

The

sanl
,

the

No.

hous

The

prov

The

'4. PRINCIPAL SECRETARY's STATEMENT
t

under Section 42 and 43 accords every person the rightto a clean and healthy

and the right to accessible and adequate housing, and to reasonable standards of
The Salaries and Remuneration Commission on lTth December, 2014 setand advised on

and mortgage benefits for all State Officers and bther Public Officers in Kenya. The

ofthe fund is in line lvith the National Housing Policy for Kenya 2004 (Sessional paper

things called for employers to assist their employees to acquireThe policy among other

blic Finance Management (State Officers House Mortgage Scheme Fund) Regulations,2015

regulations on the administration of the Fund. To ensure adequate and affordable access to

to State Officers, the State Officers House Mortgage Scheme Fund regulations are in the

of being amended to incorporate the following;

To introduce equity release for development ;

Give administrative powers to the committee to facilitate the mortgage process

I

may

has continued to deliver the principle objective and the attached Financial Reports and

Statements present the accounting and financial operations of the Fund for the year

end

ln

30ft June, 2022.I accept responsibility for the maintenance of accounting records which

relied upon in preparation of the financial statements, as well as adequate systems of
control. I further accept responsibility for the attached annual accounts, which have been

in conformity with intQfnationally accepted accounting standards and appropriate

financial regulations and procedures.

I

fairl

J

XI
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REPORT OF THE FUND MANAGER
Scheme Management Committee is charged with the responsibility of managing the Fund in

with The Public Finance Management (State Officers House Mortgage Scheme Fund)

ons, 2015 which set up a rgvolving Fund for the disbursement of loans. The Fund Manager

has responsibility of supervising the dayto-day operations of the Fund. During the Financial year

3Oth June, 2\22,the Scheme continued to provide house mortgage to State officers in line with

the uirements of the objectives of the Fund. The Fund has accomplished the following by the end

of financial year:

189 applications were completed, returned with suppoit documents and recommended to bank

for processing of mortgage loans worth about Kshs.5.2 billion

153 Loans fully disbursed to applicants' worth about Kshs.3.95 billion
. 8 applications worth about Kshs.216 million were approved pending disbursement

13 applications pending approval

has had its own fair share of challenges. The main challenge being that The Public
Management (State Officers House Mortgage Scheme Fund) Regulations 2015 which
on the management of the Fund do not cover the following main areas; a) Purchase &

ent of house and b) Purchase of plot for future development of a residential house

of the opinion that the Regulations need to be amended to cover the above-mentioned areas

the objectives of the Fund can be met with minimal challenges. Other areas of consideration

;1
Requirement for unexpired lease term of at least 45 years

Comprehensive list of State Officers in the Republic
Termination of employment or expiry of term of a State Officer when the loan is being
processed

Applications which are for plot purchase

Inadequacy of Funds

Arrears by officers whose terms have expired

Utilization of gratuity for loan repayment

Unforeseen impacts of COVID-19
continues to meet its strategic objectives as outlined in the financial reports and

for the year ended 306 June,2O22.

Julius G. Wairagu

Fund Manager

I

I
SO

The
I

State cers House Mortgage Schleme Fund

XII
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6. STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES
!

Intro

8l Sub-section 2 (f) of the Public Finance Management Act, 2012 requires the Accounting

to include in the financial statement, a statement of the National Government Fund's

against predetermined obj ectives.

The lishment of the Fund is in line with the National Housing Policy for Kenya 2004 (Sessional

Paper o. 3). The policy among other things called for employers to assist their employees to acquire

The goverqment of Kenya under the Affordable Housing Programme is working with the

Fund to meet its housing {genda as one of the Strategic Objectives for the government.

Pre-d ined O$ectives

The Officers House Mortgage Scheme Fund has the objective of providing a loan Scheme for

or development of property by the State Officers. The Fund develops its annual work plans

the above Government 4genda and objectives. Assessment of the Board's performance

its annual work plan is done on a quarterly basis. The State Offrcers House Mortgage Scheme

Fund its performance targets set for the Financial Year 202112022 based on the applications

recel , applications processed and the applications which were under processing as at 30th June,

2022

XIII
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In

7. CORPORAI rc COVTRNANCE STATEMENT

Wth the principles of good governance, each Scheme Management

member undertakes to always act in the best interest of the Fund and exercises

powers in the execution of duties in good faith and acts with care and prudence

Committee of the Fund

is managed and administe'red through an established advisory committee ofthe Fund within

the N Treasuly Comprising ofl The Director of Administration, Director of Budgetary Supply,

D of Human Resources and Director of Fiscal Decentr4lization

Res ibilities of rthe Advisory Committee

, the advisory commifide determines the Fund's housing development and financing

approve criteria for beneficiaries of the Fund and such other duties as may be directed by'

U

the Secretafy for the proper management of the Fund,

The .o.y .orrlrittee has delegated the Authority for the day to day management of the scheme

State Officef House Mortgage Scheme Management Committee appointed by the Cabinet

I

. However, it retains the overall responsibility of the Fund's Financial Performance,

with laws and Regulations and monitoring of the operations as well as ensuring

management of the Fund's business

ight Role

Comtnittee through the Scheme Management Committee provides Strategic direction

focus on consistent business performance in an atmosphere of transparency and accountability

also reviewirrg and monitoring proper corporate governance

Cornmittee retains lfull and Effective control over the Fund and Monitors the
I

's implementation of the objectives of the Fund. It ensures ethical behaviour and, l1

with thp relevant laws and regulations, audit and accounting principles, corporate policies

and the code of Ethics

XIV
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MANAGEMENT DISCUSSION ANALYSIS

and Fihancial Performance

The Officers House Mortgage Scheme Fund recorded good financial Performance results for

the ended 30h Uune,2022

The an performa{rce in respect to loans disbursed and loan repayments for the year recorded an

and tfie Fund is lookin'g forward to facilitating more State Officers to have house

loans in

nities

Devolution: Devolution co4linued to be a great opportunity since more State Officers are

qualifuing f$r state officers house mortgage scheme loans

Affordable *Iousing Programme: The government provides the goodwill and the guiding

principle toWards achievement of affordable housing for all.

The Constitrption of Kenya, 2010: The Constitution under Section 42 and43 accords every

person the fight to a clean and healthy environment, and the right to accessible and

adequate hoirsing, and to reasonable standards of sanitation.

Cha

The challengo is that The Ppblic Finance Managemeflt (State Officers House Mortgage

Fund) RegUlations 2015 which regulate on the management of the fund do not cover the

g main areas;

Pu & improvement of house

of plot for future development of a residential house

liance with

)

l

Statutory Requirements
I

Illouse and Mortgage Scheme Fund adheres to the tenets of the Constitution ofThe Officers

2010 and the relevant statutes, including but not limite( to the Public Finance Management

Act, 012, The Public Finance Management (State Officers House Mortgage Scheme) Fund

2015 apd the Public Procurement and Asset Disposal Ac!20l5

tfe coming financial year

I

2

a
J

fo

a)

b)

XV
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AL AND SUSTAINABILITY REPORTING

out

mental, Responsibility Activities

the financial year ended 30tr June, 2022 the Scheme Management Committee did not carry

and sustainability projects. However, the Fund through facilitation of Loans

to officers that conservation and sustainability of the environment is adhered to through,

the throu[h the bank administering tlr Loan on behalf of the Scheme Fund

ll

I

XVI
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1 REPORT TIIE SCHEME/T'UND MANAGEMENT COMMITTEE

The Committee submit their report together with the audited financial

for the yfar ended June 30, 2022,which show the state of the Fund affairs

activities] ' ,

The Fund are to provide a loan Scheme for the purchase or development

of The Fund is administered by the Principal Secretary, State

for Horxing and Urban Development who is the Fund Administrator. There is a

Manageme{t Committee charged with the responsibility of management of the fund in

with laid down approved regulations, setting up a.revolving Fund for the disbursement

of and supervising the day-to-day operations of the Fund. The Fund Manager is responsible

for day-to-day operations ofthe Fund

ance

The ofthe Fund for the year ended June 30, 2022, is set out on page I to 5

Fund

The Committee who served during the year are

on page vii to ix

Audi

The A is responsible for the statutory audit of the Fund in accordance with Article

229 Constitution of Kenya and the Public Audit Act 2015.

Goi cern

has come to the attention of the management of the Fund to indicate that the Fund will not

a going concdrn for at least the next twelve (12) months from the date of this statement.

By of the Conlmittee,\

of the SchenlelFund Management CommitteeChai

XVII
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i
STATEMENT OF MANdGEMENT RESPONSIBILITIES

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

year, Administrator of a Fund established by The Public Finance Management (State Officers

Mortgage Scheme) Fund Regulations,20l5 shallprepare financial statements for the Fund in

with the standards and formats prescribed by the Public Sector Accounting Standards

The istrator ofthe Fund is responsible for the preparationand presentation ofthe Fund's financial

, which give a true and fair view ofthe state of affairs ofthe Fund for and as at the end ofthe

year ended on June 30,20)2.This responsibility includes: (i) Maintaining adequate financial

arrangements and ensuring that these continue to be effective throughout the reporting

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any time'

the position of the fund, (iii) Designing, implementing and maintaining internal controls

to the preparation and fair presentation of the financial statements, and ensuring that they are

free material misstatements, *hether due to error or fraud, (iv) Safeguarding the assets of the

Selecting and applying appropriate accounting policies, and (vi) Making accounting estimatesFund;

that reasonable in the circumstances.

istrator of the Fund accepts responsibility for the Fund's financial statements, which have

using appropriate accounting policies supported by reasonable and prudent judgements

in conformity with International Public Sector Accounting Standards (IPSAS), and in

the required by the PFM Act, 2012 andThe Public Finance Management (State Officers House

Scheme) Fund Regulations, 2015. The Administrator of the Fund is of the opinion that the

Fund' financial statements give a true and fair view of the state of Fund's transactions during the

year ended June 30, 2022, and of the Fund's financial position as at that date.

The further confirm the completeness ofthe accounting records maintained for the Fund, ,

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

ofthe systuns of intemal financial control.adeq

i
the financial statements, the Administrator of the Fund has assessed the Fund's ability to

as a going concem and disclosed, as applicable, matters relating to the use of going concern

The

been

and

In

basis preparation of the financial statements.

XVIII
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Concern

to the attention of the Administrator to indici,te that the Fund will not remain a going

for at the next twelve months from the date of this statement.

,d

on

roval ofthe statements

Fund's Statements wbre approved by the Scherhe Management Committee and signed

behalf by:

has

M. Hi CBS

Ad*rA
pal

Julius G. Wairagu ;

Ag. Director
Date: 15th December. 2022

CPA Lucy Njeri Mbira
ICPAK Member 15517
Date: 15th December. 20221

xIX



,1

Websiteiwww
a

) 3zr4ooo
nya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL
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HEADqUARTERS
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REP
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RT OF AUDITOR-GENERAL ON STATE OFFICERS HOUSE MORTGAGE
FUND R THE YEAR ENDED 30 JUNE, 2022 - STATE DEPARTMENT FOR

A

HO

PR

d

NG AND RBAN DEVELOPMENT

to the contents of my report which is in three parts

Financial Statements that considers whether the financial statements
ted in accordance with the applicable financial reporting framework,
ards and the relevant laws and regulations that have a direct effect

lstatements

lness and Effectiveness in Use of Public Resources which considers
applicable laws, regulations, policies, gazette notices, circulars,

manuals and whether public resources are applied in a prudent,
mic, transparent and accountable manner to ensure Government
for money and that such funds are applied for intended purpose

ness of lnternal Controls, Risk Management and Governance
rs how the entity has instituted checks and balances to guide internal
is responds to the effectiveness of the governance structure, the risk

environment and the internal controls, developed and implemented by
with governance for orderly, efficient and effective operations of the

inion does not necessarily mean that an entity has complied with all
regulations, and that its internal controls, risk management and

are properly designed and were working effectively in the financia!

of the report are aimed at addressing the statutory roles and
the Auditor-General as provided by Article 229 of the Constitution, the

anagement Act, 2012 and the Public Audit Act, 2015. The three parts of
read together constitute the report of the Auditor-General

E FINANCIAL STATEMENTS

accompanying financial statements of State Officers House Mortgage
out on pages 1 to 22, which comprise of the statement of financial
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l.

position as at 30 June, 2022, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and the 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the State Officers House Mortgage Scheme Fund as at
30 June, 2022 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
do not comply with the Public Finance Management (State Officers House Mortgage
Scheme Fund) Regulations, 2015 and the Public Finance Management Act, 2012.

Basis for Adverse Opinion

1. Inaccuracy of the Financial Statement

The statement of cash flows reflects loan disbursements paid out during the year of
Kshs.259,127,644. However, the loan disbursement schedule as at 30 June,2022
reflects loans disbursed amounting to Kshs.277,550,363 resulting to unexplained
variance of Kshs. 18,422,7 19.

ln the circumstances, the accuracy and fair presentation of the cash flow statement could
not be confirmed.

2. Non - Performing Loans/Mortgage Arrears

The statement of financial position and as disclosed in Note 18(a) to the financial
statements reflects current receivables of Kshs.34,430,239 comprising of 4th quarter
mortgage interest of Kshs. 15,772,442 and mortgage arrears of Kshs.1 8,657,797. Further,
scrutiny of the non-performing loans/mortgage arrears revealed that, arrears amounting
to Kshs.14,035,549 representing 75o/o of the total mortgage arrears were due from three
(3) beneficiaries and had been defaulted for a period of more than one (1) year. The
Scheme Management Committee and the lnstitution administering the loans (KCB) did
not demonstrate measures taken to recover the loans from the defaulters.

ln the circumstances, the recoverability of the long outstanding mortgage arrears of
Kshs. 1 8,657,797 is doubtful.

3. Unsupported Board/Council Expenses

The statement of financial performance reflects Board expenses amounting to
Kshs.2,364,960, which includes travel and accommodation expenditure of
Kshs.2,120,960 in respect of travel to Malaysia for benchmarking by the Scheme

Report of the Auditor-General on State Officers House Mortgage Scheme Fundfor theyear ended 30 June, 2022 -
State Department for Housing and Urban Development
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Man ement Coinmittee. However, the expenditure was not supported by an approved
ann
was

I workplan.lAdditionally, the benchmarking report provided for the visit to Malaysia
signed dnd did not have the addressee. Further, it was noted that two officers

attended the benchmarkin g were not members of the Scheme Management
of the Scheme Fund. The Management did not explain why theirCo ittee
re was charged to Council expenses.

In e circumstpnces, the accuracy and validity of the travel and accommodation
nditure of 1Ghs.2,120,960 could not be confirmed.

ln

1'eflected in the financial statements of NEMA and it is not clear why it has
refund the balance.

but {taff
experlditu

4 supporte! Expenditure -Travelling and Accommodation

{t tinan
0;which

statement cial performance reflects use of goods and services amounting to
5,528,28 includes travelling and accommodation amount of Kshs.2,000,000

not provided. Further, some activities on this expenditure were
as they were in respect of inspections of projects under the Civil
which is a separate entity

circumst{nces, the accuracy and validity of travel and accommodation expenditure
nting to Kbhs.2,000,000 could not be confirmed.

5. Trade and bther Payables - Misstatement

statement bf financial position and as disclosed in Note 19 to the financial statements
of Kshs.306,000. However, the Management
to the National Environment Management
received in the State Officers Fund. Review of

supportingJ schedule indicates that the balances dates back to the year 2019. The
ount is not

long to

the circumstances, the accuracy and validity of the trade and other payables balance
Kshs.306,0p0 could not be confirmed.

Unsupporlted Outstanding Loans Batance

e ition reflects receivables from exchange transactions
24,901,746 comprising of current proportion and Long

34,430,239 and
ng loans by State
rovide movement
708,724, additions

r the
s.2,

yeai
724,q0

and repayments and interest to support the closing balance of
1,746. Further, Management did not provide copies of fully charged title

cers
for sdmpled loans totalling to Kshs.615,827,616 issued to nineteen (19) State

validity of receivables from exchange transactions
724,901,746 could not be confirmed.

of the A on State OfJicers House Mortgage Scheme Fundfor the year ended 30 June, 2022 -
Departmefitfor Housing and Urban Development
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the State Officers House 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 adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Low Uptake of Mortgage Funds

During the year under review, the Fund had a development budget for loans to State
Officers of Kshs.1,000,000,000. Review of the loans disbursement schedule as at
30 June, 2022 revealed that loan disbursements during the year amounted to
Kshs.277,550,363 or 28o/o of the budget. Therefore, Kshs.722,449,637 or 72oh of the
budgeted funds for mortgage were not taken up by State Officers.

ln the circumstances, the slow uptake of loans is an indication that the overall objectives
of the Fund was not achieved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article229(6) of the Constitution, because of the significance of the matter
discussed in the Basis for Conclusion on Lawfulness and Effectiveness in Use of Public
Resources section of my report, I confirm that public resources have not been applied
laMully and in an effective way.

Basis for Conclusion

Lack of a Substantive Committee to Manage the Fund

The Cabinet Secretary, The National Treasury vide a letter reference No. ZZMOF 26103
"A'(59) dated 15 May, 2015 appointed, on interim basis, the Civil Servants House
Mortgage Scheme Fund Committee to facilitate state officers in the National Government
to access house mortgage facility through the State Officers House Mortgage Scheme
Fund. However, no substantive Committee has been appointed and there is no evidence
that the interim committee has been confirmed. This is contrary to Regulation 7(1) of the
Public Finance Management (State Officers House Mortgage Scheme Fund)

Report of the Auditor-General on State Oficers House Mortgage Scheme Fundfor the yeor ended 30 June, 2022 -
State Department for Housing and Urban Development
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Reg Iations, 20 I 5 which states that notwithstanding Paragraph 6(1), the Cabinet
a committee or board of an existing House Mortgage Scheme

ln

The dit was cqnducted in accordance with ISSAI 4000. The standard requires that I

com I requirements and plan and perform the audit to obtain assurance
ab activities, financial transactions and information reflected in the

are in compliance, in all material respects, with the authorities that
them. I that the audit evidence I have obtained is sufficient and appropriate

top de a basi for my conclusion

RTONE ECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AN E

Co

Fu !n

As

ly with eth
whether

uston

uired by Spction
isdussed

ce to manage the State Officers House Mortgage Scheme Fund.

circumstanpes, the Fund was in breach of the Regulations.

7(1Xa) of the Public Audit Act, 2015, because of the significance
in the Basis for Conclusion on Effectiveness of lnternal Controls,

rnance section of my report, I confirm that internal controls,
governance were not effective

Mai nance oflManual Records without Adequate Backup

of the

of matter d

for Concltrsion

Ris Ma
risk

ed and

ln crrcum
los critica

fin
T

statem
,theF

rtp
ma

stahces, th
I inbrmatio

nd's operations revealed that the financial and accounting records are
intained manually. Financial reports, ledgers, trial balance, budgets and

pnts are prepared manually and there was no evidence of backup
lrnd's records are prone to errors and loss.

e Fund's operating environment is exposed to interruptions and
n in case of disaster

T
req
p
we

SSAI 2315 and ISSAI 2330. The standards
obtain assurance about whether effective
risk management and overall governance

, in all material respects. I believe that the audit evidence I have
appropriate to provide a basis for my conclusion

sibilitieb of Management and those Charged with Governance

ement is responsible for the preparation and fair presentation of these financial
nts in a with lnternational Public Sector Accounting Standards (Accrual

) and for maintaining effective internal control as Management determines is
ary to eriable the preparation of financial statements that are free from material

of the A on State Officers House Mortgage Scheme Fundfor the year ended 30 June, 2022 -
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misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

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

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

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

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

Auditor-General's Responsibilities for the Audit

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
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.

!n 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) of the Constitution.

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

Report of the Auditor-General on State Offcers House Mortgage Scheme Fund for the year ended 30 June, 2022 -
State Department for Housing and Urban Development
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of rnal contrpls, risk management and governance processes and systems in

ance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the it report i( compliance with Article 229(7) of the Constitution. My consideration of
the i control that
mtg be condition in
whi
red
am

the nts does not
1n

mrs ndi
fut

ay
of

se of its inherent limitations, internal control may not prevent or detect
nts a nstances of non-compliance. Also, projections of any evaluation of

ess to ure periods are subject to the risk that controls may become

a

inad uate becaruse of changes in conditions, or that the degree of compliance with the
Fun s policies ahd procedures may deteriorate

As of an audit conducted in accordance with lSSAIs, I exercise professional
nt and maintain professional skepticism throughout the audit. I also:judg

a ntify and assess the risks of material misstatement of the financial statements,
ether due to fraud or error, design and perform audit procedures responsive to

e risks, ahd obtain audit evidence that is sufficient and appropriate to provide a
for my Opinion. The risk of not detecting a material misstatement resulting from

ud is higher than for one resulting from error, as fraud may involve collusion,

ry, intenfional omissions, misrepresentations, or the override of internal control

a luate the Appropriateness of accounting policies used and the reasonableness of
nting edtimates and related disclosures made by the Management.

on the appropriateness of the Management's use of the applicable basis of
nting a4d, based on the audit evidence obtained, whether a material uncertainty
relatedl to events or conditions that may cast significant doubt on the Fund's

lity to continue
uiredlto d

to sustain its services. lf I conclude that a material uncertainty exists,
req raw attention in the auditor's report to the related disclosures in the

ncial statements or, if such disclosures are inadequate, to modify my opinion. My
nclusions dre based on the audit evidence obtained up to the date of my audit

rt. However, future events or conditions may cause the Fund to cease to continue
sustain its bervices

o luate the overall presentation, structure and content of the financial statements,
cluding thq disclosures and whether the financial statements represent the

trdnsactions and events in a manner that achieves fair presentation.erlying

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

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

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

CPA Na
AUDITOR.GENERAL

Nairobi

20 February,2023

Report of the Auditor-General on State Officers House Mortgage Scheme Fund for the year ended 30 June, 2022 -
State Departmentfor Housing and Urban Development

8



I

t

I

State

I

For

House Mortgage Scheme Fund
Report and Financial Statements
period ended 30th June,2022

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 3OTH

JUNE,2022

The n set out on pages 7 to 19 form an integral part of these Financial Statements.

The F ialStatem
by:

ents set out on pages I to 5 were signed on behalfofthe Scheme Management

Char M. Hinga, CBS
Princi Secretary

th

Julius G. Wairagu
Ag. Director
Date: 15th December. 2022

CPA Lucy Njeri Mbrra
ICPAK Member 15517
Date: l5th December. 2022

Revlnue from Non-exchange transactions
Trarlfers from Other Governmeqt Entities 6 0 0
Revln ue from exchange transabtions
Morlgage Interest 7 64,498,411.00 63,674,197

equipmentRenll revenue from facilities and 8 0 0
Finalrce Income -investment interest 9 20,749,790.95 18,843,889

Incomes l0 2,596,935.35 1,955,991
RevenueT 87,845,127.20 84,474.077

Ext*nses
Depfeciation and amort ization expense il 0 0

"12
2,364,960.00 1,590,000

Use fgoods and services l3 5,528,280.00 4,442,379
Replirs and maintenance t4 118,500.00 29,100
Confracted servicss 15 0 0

and subsidies t6 0 0
T expenses 8,011,740.00 6,061,479.00
Othlr gains/(losscs) 0 0
Surflus before tax 79,833,387.20 78,412,598.00

lon 0 (0)
Su rus/(deficit for the p 79,833,397.20 78,412,598.00

ssion to National 0 0

NetBurplus for tle year 79,833,387.20 78,412,598.00

aa
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Officers House Mortgage Scheme Fund
ual Report and Financial Statements
the Period onded 30th June,2022

15. STATEMENT oF FINANCIAL POSITION As AT 30th JUNE,2022

set out on pages 7 to I
nancial Statehents set out

Charl M. Hinga, CBS

9 form an integral part of these Financial Statements.
on pages I p 5 we.re signed on behalfofthe Sclqme Management,,#(hi/L hI lulius G. Wairagu CPA Lucy Njeri Mbira

Ag. Director ICPAK Member 15517
Date: l5th December. 2022

2

[ssets

lurrent Assets

)ash and cash equivalents 17 514,702,736.00 440,159,075.00

portion of receivables from exchange transactions I 8(a) 34,430,239.00 16,102,341.00

'otal Current Assets 549,132,975.00 456,261,416.00

lon-Current Assets

I ong term receivables from exchange transactions 18(b)
2,690,47 1,507 .00

2,962,606,393.00

'otal Non- Current Assets 2,690,471,507.00 2,962,606,383.00

otal Assets
3,239,604,492.00 3,418,867,799.00

I iabilities

( rrent Liabilities

and other payables t9 306,000.00 275,060.00

1 otal Current Liabilities 306,000.00 275,060.00

It -Current

]. Dn-current employee benefit obligation 0 0

l rtal Non- Current Liabilities 0 0

I )tal Liabilities 306,000.00 275,060.00

I It assets 3,239,298,492.00 3,418,592,739.00

c rpital Reserves

A :cumulated surplus 159,465,094.90 340, I 80, I 41 .00

S rplus(deficit) for the period 79,833,397.20 78,412,598.00

C .pital Revolving Fund 3,000,000,000 3,000,000,000.00

T rtal Net Assets and Liabilities 3,239,299,492.00 3,418,592,739.00

Princi Secretary

Date: 1 5th December, 2022
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Officers House Mortgage Scheme Fund
al Report and Financial Statements

ended 30th June,2b22For e Period

6. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30th

The
The

set out on pages 7 to 19 form an integral part of these Financial Statements.
Staternents set out on pages I to 5 were signed on behalf of the Scheme Management

by:

/2-/d*uL &
Char . Hinga, CBS

Secretary
Julius G. Wairagu
Ag. Director
Date: l5th December 2022

CPA Lucy Njeri Mbira
ICPAK Member 15517
Date: l5th December 2022

J

As rt I July 2020 3,000,000,000 0 340,1 80,14 1 3,340,180,141

Sur

peri

tlusl(deficit) for the

rd I 0 0 78,412,598 78,412,598

Fur
yea

ls received during the
0 0 0 0

Tra .sfers 0 0 (0) 0

Asr t 30 June 2021 3,000,000,000 0 418,592,739 31418,592,739

Balr nce as at I July 2021 3,000,000,000 0 418,592,739 31418,592,739

Surl

peri
lus/(deficit) for the
rd

0 0 79,833,387.20 79,833,397.20

Fun,

year

ls received during the
0 0 0 0

Trar sfers 0 0 (259,127,644) (259,127,644)
Asa I 30 June 2022 3,000,000,000 0 239,298,482 3,239,298,482
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Officers House Mortgage Scheme Fund
Report and Financial Statements

the period ended 30th June,2022

17. STATEMENT OF CASH FLOWS FOR TIIE YEAR ENDED 30rH JUNE,2022

of Cash flow is presented using the direct method)
set out on pages 7 to 19 form an integral part of these Financial Statements.
ial Statqments set out on pages )/to 5 were signed on behalf of the Scheme ManagementAaarl- &

Julius G. Wairagu CPA Lucy Njeri Mbira
Ag. Director ICPAK Member 15517
Date: l5th December.2022 Date: l5th December.2022

Char M. Hin 8d,

The
The

S

4

flows from operating activities
pts

Interest 7 64,498,411.00 63,674,197.00

Income- Investment Interest 9 20,749,780.85 18,843,889.00

Incomes 10 2,596,935.35 I ,955,991 .00

Revenue 87,845,127.20 84,474,077.00

4
B rard/Council expenses ll 2,364,960.00 1,590,000.00

U re of goods and services t2 5,528,280.00 4,442,379.00

Rl rs and maintenance 13 1 18,500.00 29,100.00
T ,tal expenses

I

8,011,740.00 6,061,479.00

Sn rplus/(deficit) for the period 79,833,387.20 78,412,598.00

A justed for:
Cr

tr€

portion of receivables from exchange I 8(a) (18,327,898.00) (5,834,478.00)

Tr ,de and other payables t9 30,940.00 275,060.00
Nr t cash flow from operating activities 61,536,429.20 72,853,180.00

Ce lh flows from investing activities
Prr ceeds from loan principal repayments 272,134,876.00 (287,910,256.00)

Lo n disbursements (259,127,644.00) (0)
Ne cash flows used in investing activities 13,007,232.00 (287,910,256.00)

Ca h flows from financing activities
Rer lipts into the mortgage revolving fund 0 0

Nel cash flows usod in financing activities (0) (0)

I

Net
equ

increase/(decrcase) in cash and cash

valents
74,543,661.00 (215,057,076.00)

Cas r and cash equivalents at 1 July 17 440,159,075 655,216,152.00

Cas r and cash equivalents at 30 June 514,702,736.00 440,159,075.00

Date:
Secretary
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR

THE YEAR ENDED 30th JUNE,2022

set out On pages 7

F=d/c

0

100%

r00%

100%
1000

67%
94.5%

18.8%

70.4"4

I

The to 19 form an integral part of these Financial Statements.
out on pages I to 5 were signed on behalf ofthe Scheme ManagementThe inancial

ittee by
Statements.\ set

M. Hinga, CBS
Pri al Secretary

2

Julius G. Wairagu
' Ag.Director

CPA Lucy Njeri Mbira
ICPAK Member 15517
Date: l5th December. 2022Date: l5th ber.2022

5

A b d e(c-d)
Rer )nue
Trar
othe
gov(

entil

sfers from

mments
es

0 ,
i
i

0 0

0

Mor
Inte

:gage

est
64,498,411.00 (0) 64,498,411.00 64,498,411.00

0

Inte
invt

'est on
ttment

20,749,790.95 20,749,780.95 20,749,790.95
0

Oth :r Incomes 2.s96.93s.3s 2,596,935.35 2.596.935.35 0
Tot rl Revenue 87,845,127.20 87,845,127.20 87,845,127.20 0

U goods

8,250.000.00 8.2s0.000.00 s,s28.280.00 2.721.720.00
B 2.500.000.00 (0) 2,500,000.00 2,364.960 135,040.00

and
on

0 (0) 0 0

and
630.000.00

0

630,000.00 l 18.500.00 51 I,500.00
0 0 0 0

0

and 0 t
I

0 0 0

T 11,380,000 (0) 11,380.000 8,011,740 3,368.260.00
for the 79,933,397.20

I
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House Mortgage Scheme Fund
Report an{ Financial Statements
Period ended 30th Jwe,l022

!1.
STATEMENT

Scheme Fund is established by and derives its authority and

from the Public Finance Management (State Offrcers House Mortgage Scheme Fund)

20t5. The Fund is wholly owned by the Government of Kenya and
I

principal activities are to provide a loan Scheme for the purchaseThe Fund's

The

is domiciled in

or development

I

The

of by Statd Officers

2.

The

at

tement of compliance and basis of preparation - IPSAS I

statehents have been prepared on a historical cost basis except for the measurement

amormts of certain items of property, plant, and equipment, marketable securities and

instruments at fair value, impaired assets at their estimated recoverable amounts and

y determitred liabilities at their present value. The preparation of financial statements in

with International Ppblic Sector Accounting Standards (IPSAS) allows the use of
and assutnptions. It also requires management t6 exercise judgement in the process of

the Fund's accounting policies.

The statelnents have been prepared and presented in Kenya Shillings, which is the

and reporting crurency of The State officers House Mortgage Scheme Fund

staternents have befn prepared in accordance with the PFM Act,2012, The Public

Managemdnt (State Officers House Mortgage Scheme Fund) Regulations, 2015 and

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

been applied to all the years presented.

3. of Ndw and Revised Standards
New and ahended standards and interpretations in issue effective in the year ended

30 June 20p2

deferred the application date of standards from I't January 2022 owing to Covid 19. This

to provide entities with time to effectively apply the standards. The defenal was set for 1bt

2023. t

the Finanaial Statements (Continued)

New and ahended standards and interpretations in issue but not yet effective in the

year ended 30th June 2022.

IP

was
I

Notes

I

L

I

'I
I

u.

7

IP s 41:

ments

Finarlcial
I

I

Applicable: I't 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
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Period ended 30th June,2022

to users of financial statements for their assessment of
the amounts, timing and uncertai4ty of a Fund's future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29,by:

. Applying a single classification and measurement model for

financial assets that considers the characteristics of the asset's

cash flows and the objectiire 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 arrangements in scope of the guidance. The model

develops a strong link between a Fund's risk management
l
$trategies and the accounting treatment for instruments herd ds

part of the risk managemept strategy.

useful

IP 422 Social 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

Fund provides in its financial statements about social benefits. The

information provided should help users of the financial statements and

general-purpose fi nancial reports assess :

(a) The,nature of such social benefits provided by the Fund;

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the Fund's financial

performance, financial position and cash flows.

resulting from

41, Financial

to Other Applicable: lst January 2023:
I

a) Amendments to IPSAS 5, to update the guidance related to the

components of borrowing eosts which were inadvertently omitted

when IPSAS 41 was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 41 was issued.

8
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c) Amendments to IPSAS 30, to update the guidance for accounting

for financial guarantee contracts which were inadvertently

omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifuing financial

instruments on initial adoption,of accrual basis IpsAS which were

inadvertently omitted when IPSAS 4l was issued.

lmprovements to

c IPSAS 22 Disclosure of Financial Information about the General

Government Sector.

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

2008). i
o IPSAS i9: Employee Benefits

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

defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement

standard no longer included in the 2021 IpsAS handbook as it is now

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

Applicable I't January 2023

s43

The standard sets out the principles for 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 gives a basis for

users of financial statements to assess the effect that leases have on the

financiaf position, financial performance and cash flows of the Fund.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

Applicable I't lonuary 2025

SAS 44: Non-

Assets Held

Sale and

scontinued

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

at the lower of carrying amount and fair value less costs to sell and the

depreciation of such assets to ceaie and: Assets that meet the criteria to

be classified as held for sale to be presented separately in the statement of

Applicable lst January 2025

The Standard requires,

t,
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The

ut. Early adoption of standards

did not early - adopt any new or amended standards in the year 2021122.

mmary of Significant Accounting Policies

the

ii)

In

qPd

ls

4.

a.

i)

from conditions and it is probable that the economic benefits or service potential related to

ue recognition

ue from non-exchange transactions
l

from other government entities

from non-exchange transactions with other government entities are measured at fair value

on obtaining control ofthe asset (cash, goods, services and property) ifthe transfer

will flow to the Fund and can be measured reliably

nue from exchange transactions

income

income is accrued using the effective yield method.'The effective yield discounts estimated

cash receipts through the expected life of the financial asset to that asset's net carrying amount.

The applies this yield to the principal outstanding to determine interest income for each

information
Financial Year was afproved by the Scheme Management

additional appropriations were made to the approved budget in

with specific approvals from the appropriate authorities. The additional appropriations

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

the final budget.

's budget is prepared on a different basis from the actual income and expenditure disclosed

m

The

financial statements. The financial statements are prepared on accrual basis using a
clas based on the nature of expenses in the statement of financial performance, whereas the

is prepared on a cash basis. The amounts in the financial statements were recast from the

basis to the cash basis and ieclassified by presentation to be on the same basis as the approved

A comparison of budget and actual amounts, prepared on a comparable basis to the approved

is then presented in the statement of comparison of budget and actual amounts. In addition

Basis difference, adjustments to amounts in the financial statements are also made for

b.
The

are

!
l

financial position and the results of discontinued operations to be

presented separately in the statement of financial performance.

to

10
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in the formats and classification schemes adopted for the presentation of the financial

and the approved budgbt.

to reconcile the actual amounts on a comparable basis included in the statement of
son of budget and actual amounts as per the statement of financial performance has been

as part of the Financial Statements

impairment losses). Depreciation is charged on the straight-line basis using the following annual

and buildings 2.s%
C and Accessories 25%

Vehicles

Property, plant, and equipment (PPE)
property, plant and equipmenl'are stated at Net book value (cost less accumulated depreciation

ce Equipment
and Fittings

25%
25%
t0%

includes expenditure that is directly attributable to the acquisition ofthe items. When significant
of property, plant and equipment are required to be replaced at intervals, the Fund recognizes

parts as individual assets with specific useful lives and depreciates them accordingly. Likewise,
a major inspection is performed, its cost is recognized in the carrying amount of the plant and

pment as a replacement if the recognition criteria are satisfied. All other repair and maintenance

are recognized in surplus or deficit as incurred. Where an asset is acquired in a non-exchange

for nil or nominal conEtderation the asset is initially measured at its fair value.

d. Intangible assets
assets acquired separately are initially recognized at cost. The cost of intangible assets

in a non-exchange transaction is their fair value at the date of the exchange. Following
recognition, intangible assets are carried at cost less any accumulated amortization and

ulated impairment losses. Internally generated intangible assets, excluding capitalized

costs, are not capitalized and expenditure is reflected in surplus or deficit in the period
ln ch the expenditure is incurred. The useful life of the intangible assets is assessed as either finite

e. Financial instruments
1) Financial assets

recognition and measurement

assets within the scope of IPSAS 29 Financial Instruments; Recognition and Measurement

classified as financial assets aqlfair value through surpluS or deficit, loans and receivables, held-

or

11
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to-maturity investments, or available-for-sale financial assets, as appropriate. The Fund determines

the classification of its financial assets at initial recognition.

Loans ancl receivables

Loans and receivables are non-defivative financial assets with fixed or determinable payments that

are not quoted in an active market. After initial measurement, such financial assets are subsequently

measured at amortized cost using the effective interest method, less impairment. Amortized cost is

calculated by considering any discount or premium on acquisition and fees or costs that are an

integral part of the effective interest rate. Losses arising from impairment are recognized in the

surplus or deficit.

Held-to-maturity

Non'derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when the Fund has the positive intention and ability to hold it to
maturity. After initial measurement, held-to-maturity investments are measured at amortized cost

uiing the effective interest method, with less impairment. Amortized cost is calculated by

considering any discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate. The losses arising from impairment are recognized in surplus or deficit.

Impoirment ofJinanciol sssets ,'

fhe Fund assesses at each reporting date whether there is objective evidence that a financial asset or

a Fund of financial assets is impaired. Management then follows the procedure required by

Regulation 145 of the PFM Act. A financial asset of the Fund is deemed to be impaired if, and only

if, there is objective evidence of impairment as a result of one or more events that has occurred after

the initial recognition of the asset (an incurred 'loss event ) and that loss event has an impact on the

eslirnated future cash flows of the Fund that can be reliably estimated. Evidence of impairment may

include the following indicators:

r The debtors of the Fund are experiencing significant financial difficulty
o Default or delinquency in interest or principal payments

' o The probability that debtors will enter bankruptcy or other financial reorganization

o. Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes

in arrears or economic conditions that correlate with defaults)

2) Financial liabilities i
Initial recognition ond meosurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value

through surplus or deficit or loans and borrowings, as appropriate. The Fund determines the

classification of its financial liabilities at initial recognition. All financial liabilities are recognized

12
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initially at fair value and, in the cdse of loans and borrowings, plus directly attributable transaction

costS.

0 Contingent liabilities
The Fund does not recognize a contingent liability but discloses details of any contingencies in the

note6 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 of a possible asset whose

existence is contingent on the occulTence or non-occurrence 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

statetnents. If it has become virtually certain that an inflow of economic benefits or service potential

will arise and the asset's value can be measured reliably, the asset and the related revenue are

recognized in the financial statements of the period in which the change occurs.

h) Nature and purpose of rg'serves
The Fund creates and maintains reserves in terms of Revolving capital reserve and accumulated

reselves

i) Changes in accounting policies and estimates
The Fund recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

j) Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date of the transaction. Trade creditors or debtors denominated in foreign currency are reported at

the statement of financial position reporting date by applying the exchange rate on that date.

Exchange differences arising from the settlement of creditors, or from the reporting of creditors at

rates different from those at which they were initially recorded during the period, are recognized as

income or expenses in the period in which they arise.

k) Related parties
The Fund regards a related party a$ 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 Directors/ Trustee, the Fund Managers, and Fund

Accountant.

l) 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

1r
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ble to known amounts of cash and are subject to insignificant risk of changes in value. Bank

balances include amounts held at various commercial banks at the end of the financial year.

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

to conform to the required changes in presentation.

Events after the reporting period
were no material adjusting 4nd non-adjusting events after the reporting period.

Ultimate and Holding Fund
The is established by the Public Finance Management (State Officers House Mortgage Scheme

Regulations, 2015 under the State Department of Housing and Urban Development. Its

parent is the Government of Kenya.

Currency
!

presehted in Kenya Shillings (Kshs.)

The

The

t.

statements are

judgments and sources of estimation uncertainty

of the Fund's financial statements in conformity with IPSAS requires management to

t4"
assets

of as

estimates and assumptions that affect the rOported amounts of revenues, expenses,

liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.

uncertainty about these assumptions and estimates could result in outcomes that require a

adjustment to the carrying amount of the asset or liability affected in future periods.

) Estimates and assumptions

The assumptions concerning the future and other key dources of estimation uncertainty at the

date, that have a significant risk of causing a material adjustment to the carrying amounts

and liabilities within the next financial year, are described below. However, existing

and assumptions about future developments may change due to market changes or

arising beyond the oontrol of the Fund. Such changes are reflected in the assumptions
/

occur.

UsefuJ lives and residual values

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

al future use and value from disposal:

i) The condition of the asset is based on the assessment of experts employed by the Fund

iD The nature of the asset, its susceptibility and adaptability to changes in technology and

processes

iii) The nature of the processes in which the asset is deployed

iv) Availability of funding to replace the asset '
v) Changes in the market in relation to the asset

t4
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)



7)

Officers House Mortgage Scheme Fund
Ann
f,'or

Report and Financial Statements
Period ended 30th June,2022

N TO THE F'INANCIAL STATEMENTS (Contintred)
6) from Ministries, Departments and Agencies (MDAs)

Interest

Rental Revenue from Facilities and Equipment

I

F inance Income -Investmeht Interest

( se are investment interest derivedfrom deposits on call)

!
I

Stu

of
:e Department
Iousing 0.00 0.00 0.00 0.00 0.00

To tal 0.oo 0.00 0.00 0.00 0.00'

Iv!furtgage interest KCBS & L Ql (Jul-Sep) 18,366.091.95 15,437,925.00
Ir,Ortgage interest KCB S e. L Q2 (Oct-Dec) r2,t47,257.00 16,186,496.00
I\,lbrtgage interest KCB S & L Q3 (Jan-Mar) 18,212,620.00 t5.947.434.00

interest KCBS & L I 15,772,442.05 16,102.341.00
T M Interest 64,499,411.00 63,674,197.00

aff Rental houses 0.00 0.00
Ital rentals 0.00 0.00

ash investmepts and fixed deposits Ql 3,427,945.20
ash investmorts and fixed deposits Q2 4,988,219.20
ash investments and fixed deposits Q3 7,247,599.05
lash investlngnts and fixed deposits Q4 5.086.027.40 18,843.899.00

lncome 20,749,790.95 18,943,999.00

l5
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TO THE FINANCIAL STATEMENTS (Continued)

0) Other Incomes

) Bank Interest on Balances

are Interests on credit bank balances paid quarterly by the bank).

10 (b) Sale of form

are incomes realized out of sale of applicationforms)

1 (c) Other Roceipts

I 1) Depreciation and Amortization Expense

12) Board /Council Expenses

t0

(

In srest on Credlt bank balances Ql 72t,977.50 230.563.00
In Qzerest on Credit bank balances 1,254,390.60 670.703.00
Ir erest on bank balances Q3 196,792.05 297.496.00
Ir: erest on Credit bank balances 04 371,785;.20 744,229.00
T ttal other inoome 2,544,935.35 1,942,991.00

ile of form 21,000.00 13,000.00

other income 21,000.00 13,000.00

IEMA 31,000.00 13,000.00

lotal other income 31,000.00 13,000.00

'roperg, plan! and equipment 0 0
0 0

carried at cost 0 0
and amorttzationotal 0.00 0.00

Chairman/Difector 20,000.00 10,000.00
56,000.00 80,000.00

0.00 0.00
0.00 0.00

and 2,120,960.00 0.00
Secretariat 168,000.00 1.490.000.00
Total 2364,960.00 1,590,000.00

I

I
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N TO THE FINANCIAL STATEMENTS (Continued)

Use of Goods and Services

All expenses were charge$as per the approved budget in the chart of accounts)

Re1 airs and Maintenance

Contracted ServicesI

Cor lerence/Seminars 697.700.00 614,000.00
'offi :ial Entertainment 97,500.00 163,000.00
Trar sport Operating Expenses I. r 88.600.00 283,679.00
Tra' elling and Accommodation 2,000.000.00 1.089.450.00
Adr grtisement, awareness 497.500.00 0.00
Pub ishing and printing services 197,500.00
Gen :ral offrce services 576,900.00 314,450.00
Telr phone Expenses 0.00 2,000.00
Cou 'ier and Postal Services 0.00 764,400.00
Libr lry expenses 25,080.00 800,000.00
Trai ting Expenses 105,000.00 290,000.00
Sup rlies & accessories for computers 0.00 50,000.00
Ban Charges 18,600.00 50,000.00
Mer rbership fee subscription 23,900.00 21,400.00
Totr I 5.529.290.00 4,442,379.00

Pror )rty 0.00 0.00
Inve itment property - earning rentals 0.00 0.00
Equi pment and machinery 22,500.00 29,100.00
Vehi cles 0.00 0.00
Fum iture and fittings 0.00 0.00
Supr lies Computers & accessories , 96.000.00 0.00
Mair tenance of offrce 0.00 0.00
Tota I repairs and maintenance 118,500.00 29,100.00

Actu rial valuations , 0 0
Inver tment valuations l

0 0
Prop rrty valuations 0 0
Tota I contracted services 0.00 0.00

t7
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I

N S TO TIm FINANCIAL btotrrrNTS (Continued)

16) Grants Subsidies

7) Cash and Cash Equivalents

Analysis of Cash and Cash Equivalents

I Receivables from Exchafse Transactions

1 (a). Curreft Receivables from Exchange Transactions

term raceivables consist of unpaid mortgage interest and mortgage arrears)

,C [uuuurLy LrgYEruplIltiII 0 0
Er ucation initiatives and programs 0 0
S( lial developnlent 0 0
Cr mmunity tru$t 0 0
Sr lrting bodies 0 0
Tt lal grants and subsidies 0.00 0.00

Ca Deposithbook 11,781,419.30 240,159,075
Ca h lqqk balanpes- Operation 2,921,316.29 6.013.081
Ca h-on-hand ard in transit 0.00 0.00
Sh,

30t
term deposits-KCB start 30103122 due

2/22 300,000,000.00 0.00

Sh(

Der
term deposits-KCB start June due 7tr

2022 200,000,000.00 200,000,000

Tot cash and oash uivalents 514,702,735.59 440.159.075.00

a)( urrent accoqnt
k CB -Operation Cashbook 1170914357 2.921.3t6.28 6,013,091
x CB-Deposit Cashbook 11709t3962 11,787,419.30 234.145.994
s tb- total 14,702,735.59 240,159.075

b)c n - call depofits Account
K lnya Commelcial bank 1170913962 500,000,000.00 200.000.000
S rb- total 500,000,000.00 200.000.000
G rand total 514.702.735.59 440,159,075.00

_Curfent receivabies
Mortfuage Interest 04 accrued t5.772.442.05 16,102,341.00

iuTears 18,657,796.97 0.00
llotal current recpivables 34,430239.02 16,102.341.00
(Note short
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iN S TO THE FINANCIAL STATEMENTS (Continued)

). Long- terim Receivables from Exchange Transactions

tion fQr Impairment Allowance on Receivables from Exchange Transactions

9) Trade aild Other Payables

above are erroneous remittance meant for rental income for Estate Department)

Investments
I

I

To al Receivablbs
Ser rice, water a4d electricity debtors 0.00 0
M( rtgage Recoverable 2,690.47r.507.00 2,962,606,383
Le Ei l!qp4i{mer$ allowance (0) 0)

Cr rent portion transferred to current receivables (0) (0)
Tc lal non-currOnt receivables 2.690.471.507.00 2,962,606,383.00
Tr lal receivablbs (a+b) 2,724,901,746.02 2,978,708,724.00

Afth" beginnin$ of the year 0 0
Additional provisions during the year 0 0

the (0) (0)
off the (0) (0)

Althe end of the year 0.00 0.00

NEMA 306,000.00 275,060.00
Total 306,000.00 275.060.00

a Investmenf in Treasury bitls and bonds
T inancial instltution
( BK 0 0
( BK 0 0
s rb- total 0 0
h Investment with Financial Institutions/ Banhs
I CBS&L 500,000,000.00 200.000.000.00

I
500,000,000.00 200.000.000.00

( rand total 500,000.000.00 200,000,000.00

t9
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Othen' Disclosures
1. Financial risk management
The Fund's activities expose itto avariety of financial risks including credit and liquidity risks and

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

unprodictability 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. 
i

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

q) Credit risk

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

amowrts 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 of

financial position are net of allowances for doubtful receivables, estimated by the Fund's

management based on prior experience and their assessment of the current economic environment.

b) Liquidity risk management

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

built 7n appropriate liquidity risk lnanagement framework for the management of the Fund's short,

medi0m, and long-term funding and liquidity management requirements. The Fund manages

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

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 internal 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 market risk

exposures within acceptable parameters, while optimising the return. Overall responsibility for

managing market risk rests with the Audit and Risk Managetnent Committee of the state department

of Horrsing and Urban development.

l
I
I
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of

Disclosures (Continued)
d) rate risk

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

in interest rate levels. The Fund's interest rate risk arises from bank deposits. This exposes

to cash flow interest ratf risk. The interest rate riik exposure arises mainly from interest

on the Fund's deposits.

of interest rate risk

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

e interest rates.

onalysis

The

This

fcir

analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis.

rate risk assumes that all other variables, in particular foreign exchange rates, remain

determining the impact on profit or loss of defined rate shifts. The sensitivity analysis

The analysis has been performed on the same basis as the prior year.

party balances

re of related party relationships

and other parties related fo the Fund include those parties who have ability to exercise

or exercise significant inflLence over its operating and financial decisions. Related parties

management personnel, their associates and close family members. The fund/scheme is

to the following entities:

National Govemment Fund

Key Management/Advisory Committee

Scheme Management Committee

the

rate

2.

a)

Enti

a)

b)

c)

2t



I rl

i

I

Officers Hotuse Mortgage Scheme Fund
Report and Financial Statements
Period euded 30th Jtne,2022

I (A) A]\I\TEX I
I

I

FOLLow UP oF AUDITOR RECO MMENDA ONSTI
ls raised auditor, and management comments

(r)

(fi)

Notes:

the same reference numbers as contained in the external audit report;

the "hsue/observation" and o'management comments", required above, from final

audit report that is signed by Management;

(iii) approving the report, discuss the timeframe with the appointed Focal Point persons

your effity responsible for implementation of each issue;

(iv) the slatus of "Resoived" or 'Not Resolved" py the date of submitting this report to

ational Treasury.

The
I

that provided to the auditor.

the
: PROGRESE ON
summary of lssues by the external

il//4/f-
G. \ilairaguArch.

d

Rel
extr 'rence 

No. on the
rnal audit Rbport

Issue
Observations
from Auditor

Management
comments

Status:
(Resolved
/ Not
Resolved)

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

SOI

I

lMFl2020t202y(32)

I

Long term

receivables
,

amounting to

Kshs.379,774,630

Could not be

established

I

l

The management is

Working in

collaboration with

the bank with a

view of Pursuing

On mortgage

defaulters Who are

not in goodstanding

Not

Resolved

In progress

TH
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ANNEX INTER.T'UND TRANSFERS

The amounts have been communicated to and reconciled with the parent Ministry

Arch.
Ag.

G. Wairagu

, SOHMSF
Head of Accounting Unit
State Department Housing and
Urban Development

---Erwl-

of Housing and Urban DevelopmentBreak d of Transfers the State
FY 2020t2021

a. Recurrent Grants
Bank Statement
Date

Amount (KShs) Indicate the FY to which
the amounts relate

0

0

I 0
Total 0

b. Development Grants
Bank Statement
Date

Amounf (KShs)
Indicate the FY to which
the amounts relate

0

0

I 0
Total

c Direct Payments
Bank Statement
Date

Amount (KShs) Indicate the FY to which
the amounts relate

0

0
0

Total 0
d. Donor Receipts

Bank Statement
Date

Amount (KShs)

the amounts relate
Indicate the FY to which

0
0

0
Total 0.00

t
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