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l. Acronyms and Glossary of Terms

a) Acronyms

b) Glossary of Terms
Fiduciary Management The key management personnel who had frnancial responsibility

Board of Management

Institute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

t1l
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2. Key Entity Information and Management

a) BackgroUnd information

Kisumu County Education Fund is established by and derives its authority and accountability
from Kisumu County Education Fund (Amendment Act 2016).The Fund is wholly owned by the
County Government of Kisumu and is domiciled in Kenya.

b) The fimd's objective is to recognize and support needy students in the County.

c) The Fund's principal activity is to support education to needy students.
,l

d) PrinciprlActivities

The principal activity/missior/ mandate of the Fund is to offer scholarship and bursaries to needy
and deserviqg students.

e) Board of Trustees/Fund Administration Committee

Okcch

K a ent Steam

)

I

Oliver Oloo Otunga Chairperson

2 Domnic Odipo Member

3 Rosemary Akinyi Yande

4 MemberHildah Odah
D:^

I el OkutahDani Ag.Fund Administrator

Thadius Omollo Ag.Director,ECDE

3 CPA Japheth Orwa Fund Accountant

CPA Keziah Okoth Director, Accounting Services

5 Mr.Wilson Abiero Chief Officer, Finance

lv
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Key Entity and Management (Continued)

g) Fiduciary Oversight Arrangements

Here, provide a high-level description ofthe keyfiduciary oversight arrangements covering

6cv'):

P.O. Box 2837
Prosperity BuildingAlous elPlaza
AvenuelRoad./lli ghway
Kisumu, KENYA

Kenya Commercial Bank
A/c No.1151900184
Kisumu, Kenya

I Directorate Internal Audit Carry out intemal appraisal of the bursary

activities

2 NoneI Staff car Mortgage and car Loan Advisory

Committee

h) Registered Offices

i) Fund Contacts

Telephone :( 254) 72847 6549
E-mail : peninaonyango@gmail.com

j) Fund Bankers



Adviser

EDUCATIONFAND
Financial Statements for the

ent (Continued)

General
University Way

Office

County

Kisumu

P

GOP

The

vl

ended June 30,2023

k) Independent Auditors

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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3. Board of Trustees/ Fund Administration Committee (Or Any Other Corporate

Governance Body for The Fund)

2.Trustee 2

Name Details of qualifications and experience

DoB: 3rd June,1968

@
Post Graduate: 2009 - 2012: Kwrgwon National University -South Korea -
Masters in Ans Degrce (Applicd Linguistics & Sccond Languagc Acquisition).

Under graduatc: 1987-1990: Moi University - Eldorct Kcnya-.

Board Mcrnbcr.

Exocricncc

Currently: Part Timc Lccturcr- Linguistics laramogi Oginga Odinga University
of Science and Technology -Kisumu Canpus.

In charge of DREAMS INNOVATION CHALLENGE - Koru -Muhoroni
Ward KISIMU COUNTY on bchalf ofo US Peacc Corps Kcnya (500
vulnerable girls) www.dreamsparhcrship.orgl

Committee Mcmber- Kizumu County Govemors Scholarship and Mentonhip
Program.

Immediale Past: Project Managcr- Dr. RJ. Ouko Memorial Community
Library& Ouko Community Initiatives Kcnya, Koru Kenya

vll

.p

l.Trustee I

Oliver Oloo

DoB:- l2m Nov,l97l
Academic and Profcssional Ouslitication

Academic and professional qualifications

M.A - (Literaturc)- Kibabii University

B.ED (aflr) - 11U

Exoericncc

TEACI{ERAND TRAINER

Board Chairperson

Richard Oketch
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Rosemary Akinyi Yalde

3.Trustee 3 DoB: 266 october,l963
Acade mlc end Profcssionrl Ouelification
Diploma in ECDE
Exocrience
Church leader in the ACK Church
Women leader in Nyakach Sub County Women Union in the ACK Church
Director ofJoe Shiners Academy School

DoB:l lo March,1957
Acadcnlc end Professlonal Ouelifi cation
Bachclor of Arts
Sociologr and Political Science
uoN(r98r)
Exoericnce
Was crnployed in the departnent ofservices and social protection.
Worked in several stations and rose through thc ranks ofsocial development
posts.
Retired as County Director for social protection in 2017.
Currently, senior citizen in Muhoroni

4.Tustee 4

Hilda Odah

vlll
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5.Trustee 5

Domnic OumaOdipo

Academic and orofessional ourlifi cations

Msc. - (Peace and Security) Italy

Bsc - (Analytical Chemistry) Moi University

Dip - (Information Technology) Kenya School ofProffesional Studies

Dip - (Project Management) Makerere Univenity

Exoeriencc

Project Coordinator (United Nations Devclopment Programme)

Projcct Manager (National Stcering Committcc on Peacc Building and Conflict
Management)

Project Manager (Community Support for Devclopment in Kisumu)

Director @ipole Acncies)

Board Membcr (Kisumu County Scholarship and Bursary Fund)

G

\

\
$

DoB:- 22nd lwe 1979

ix
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4. Managemcnt Team

DoB: I 5th September,l 980

B.Ed(Arts)UoN,SMC,SLDP

l. Manager l-Daniel Okutah

DoB:28th Janawy,7976

CPA (K), BCom, SMC257, Advanced Financial
Management for Donor Funded Projects,
MBA(Maseno)

2. Munger 2-Japheth Orwa

DoB: 8d'August,l969

CPA(K),BCom
3. Manager 3-Keziah Okoth

4. Manager 4-Wilson Abiero

DoB:lst January,197l

B.Ed(UoN),Msc(Maseno)

5. Manager 5-Thadius Omollo

Note: The Fund Admtnistrator willfealure under both the 'Board' and 'Management'

x

DoB:166 April,l982
ll.A Eco::<l::lics (Ir{Ccerere Lrniversiry},
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5. Board/Fund Chairperson's Report

Department of Education accounts office is mandated to prepfie an annual report on education
fund and submit the same to the county assembly not later than three months after th-e end of
each quarter in accordance with sec 166(4) of the Public Finance Management Act 2012. It is
upon this report has been sent to the relevant statutory bodies as provided for in PFM act. The
report presents budget execution status covering the period 1't July 2022 to 30th June 2023. It
contains revenue transfers from the County Treasury also included in the report are Ehe annual
budgeted revenue and the accumulative revenue and expenditure for 202212023 as at 30th June

2023.
A detailed analysis of the revenue heads and their major classification together with a detailed
analysis ofpayments has been included for better understanding ofthe consolidated figure
contained herein. It is our hope that you will find this annual report a usefirl tool for your future
management policy and decisions.
During the year ended 30th hute2023 the departrnent had a budget ofKShs 205,000,000 but
received funding from the County Treasury to the tune of KShs. 102,500'000/=

F Changes in the Fund during the year; - There were changes in the office of the Chief
Officer and Director ECDE during the year under review.

D The fund reviewed its Regulations to make it more responsive to the current needs of the
Fund.

The fund invested payments under the following categories;
l. Scholarship
2. Bursaries

The Fund plans to do fundraising in the current year to beef up its capital base. The Fund enswed
that students under Vocational Training Centres were encouraged to apply for bursary so as to
enhance their education.

Nu-"...d,f....6h-' Signature . Date.

xt

Chairperson of the Board/Iund
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5. Report olThe Fund Administrator

PREAMBLE

This Fund was established vide Act 2016 of Kisumu County Assembly. The Fund, which has

been in operalion since 2016, is provided for by Kisumu County Education Fund (Amendment)
Act,2016.

In the meantirne, we hope to; -

l. Suppott students to join VTCs for market driven skills acquisition.

2. Register more artisans in the informal sector with NITA for certification.

3. Address middle level skills gaps and tain for market uptake.

4. Carry out intense monitoring and mentorship for the beneficiaries to ensure retum on
investrdent.

5. Source for more funds to meet the rising demand for bursaries and scholarships as

specifiEd in the Act 2014.

6. Considtr frmding the ECDE classes to encourage enrolment.

Challenges EJperienced

b) Late disbursement of the awarris due to <ielayed remirtances to the Funci.

b) Many applications at the Ward level that the Fund was unable to
accommodate due to lack of enough funds.

c) Occasional conflicts between some Ward Administrators, MCAs and parents

. with regard to the operationalization of the Fund.

d) In adequate capacity on the part of officers administering the fund.

Conclusion

The Fund plays a key role in achieving socio- economic equality as is evidenced by the many
applicants and the deserving cases that take it up. It has vindicated the County Government's
commitrnent and responsiveness to educational needs of its youth. The Fund should therefore be

maintained, sustained, improved and monitored to ensure return on investment.

F OSEWE
a

Fund Administrator.

xlI
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7. Statement of Performance against the County Fund's Predetermined Objec tives

l'he Financial Yeu 202212023 the approved annual budget for scholarships and Bursaries was
KShs. 205,000,000.00.
The Departmental Plan: -

;x:,yi,l";#;:,:,"T"8Ifi l"H"H;,"#*T',;:J"HTJ:
prograrnmes.

b) Support students to join VTCs for Market driven skills acq-uisition.

c) Register more artisans in the informat sector with MTA for
certification.

d) Address middle level skills gaps and tain for market uptake.
e) Carry-out intense monitoring and mentorship for the beneficiaries to

ensure retum on investment

D Source for more funds to meet the rising demand for bursaries and
scholarship as specified in the Act 2014.

l) Lnprove the Education standard and increase the number of studentrs intake by Granting
Bursaries and Scholarships to eligible students.

Pro ss on attainment of strate c develo ent ob ectives
Pro Outcome Performance

Cash book,
Bank statement,
receipts, school
report forms,
fee structures
and scholarship
students' files,
manifests.

In financial year
2022/2022,
KShs
4,238,497M
was spent on
administation,
KShs 97,210,
'146 M spent on
scholarship and
KShs
6,374,620M
spent on
bwsaries.

Scholarship
and bursary
education

Recognize and
support bright
and very needy
students in the
County.

The Fund
supported 1400
No scholarship
students and
29,966 students
with bursary in
2022/2023.

xlll
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The key development objective of the Kisumu County Govemment Entity's 2018-
2020 plans is to:

Obiective Indicator
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8. Corporate Governance Statement

There is established a committee known as the County Education Bursary and Scholarship

Committee.

This consists of: -
a) Chairperson appointed by County Executive Committee Member responsible for matters

related to Education.
b) Chief Officer of the County Department responsible for matters relating to Education.

c) Chief Officer of the County Department responsible for matters relating to

Finance/designated alternate not being below the level ofDirector.
d) Director of ECD in the County Government or a designated altemate not being below the

level of Director.
e) One porson not being Public Officer experienced in Education matters and who ordinarily

reside in the county.
f) One porson representing faith-based organisation involved in Education matters in the

county.
g) Three persons who ordinarily reside in the County Representing marginalised groups.

The people referred above shall be nominated by the County Executive Member

respousible for matters of Education in the County, and they shall serve for a term of
threr years and they shall be eligible for nomination for one further term for three years.

FIINCTIONS OF THE COMMITTEE SHALL BE: '

a) To raise irroaies for dre FunC

b) Dotermine, approve and review the policies for administering the fund

c) MOnitor application of the fund by the ward bursary committees and assess if fund is

belng administered in accordance with the fund's objectives and purpose.

d) Roceive and consider appeals from wards bursary committees

e) Prtpare and submit reports on funds to the County Executive Member in-charge of
Education for onward submission to the County Assembly as may be appropriate.

0 Undertake such other activities as are n€cessary for the effective application of the

tund
l. The nurnber of meetings held per year is not more than 6 times and not less than 3 special

meetings convened by the Chairperson in case there is need.

2. The quorum should be met during attendance for the meetings to proceed.

Members are appointed by the CECM Education for a period of three years. A member can be

removed from the committee if he/she is absent from three consecutive meetings without good

cause, if the rnember violates the Act or any other Law, if the member is guilty of gross

misconduct, if the member is physically or mentally challenged.

Members of the current board have not been trained on how to handle the financial affairs of the

fi,rnd. This rnay lead to weaknesses in policy formulation. The current committee members will
exit office on 3'd January,2024.

xiv
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9. Management Discussion and Analysis

PREAMBLE

This Fund was established vide Act 2016 of Kisumu County Assembly. The Fund, which has been in operation
since 2016, is provided for by Kisumu County Education Fund (Amendment) Act, 2016.

Management of the Fund

The Fund is managed by a committee of nine (9) coDstituted in accordance with section 5 of I(isumu County
Education Fund (Amendnrent) Act, 2016. The present County Fund Committee was set up on 4th January 2021 and
will exit oflice on 3'd Jar.l'lory,2023.

Review of the Fund's performance

For the FY 2022n023, the Fund had a budget estimate of Kshs 205,000,000.00 millioo. flowever, actual
disbursement was IGhs 102,500,000.00 only as at 30e June,2023

Erpenditure

1. Scholanhip Awards rotalling to KShs. 97210,7461=.

2.' Ward Bursary considered in this year's budget KShs. 6374,6i2O1=.

3. Administrative costs KShs.4,238,497l=

Future Outlook of the Fund

ln thc meantimc, we plan to; -

l. Support students to join VTCs for market driven skills acquisition

2. Rcgister morc artisans in thc infonnal sector with MTA for ccrtification.

3. Address middle level skills gaps and tain for market uptake.

4. Carry out intense monitoring and mentorship for the bcneficiaries to ensurc rctum oD invcstncnt.

5. Source for more firnds to mcet the rising dcmand for bursarics and scholarships as specified in thc Ac.t 2014.

6. Review thc Act to makc it morc responsivc to thc unique and cmerging dsrnand of Kisumu County.

7. Rc support the marine students to funher thcir training

8. Considcr ftnding ECD Classes to boost enrolment.

Conclusion

The Fund plays a key role in achieving socio. economic equality as is evidenced by the nany applicants and the
deserving cases that take it up. It has vindicated the County Government's commiErent and responsiveness to
educational needs of its youth.

xv
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Expenditure Distribution
2022/2023

Schola rsh ip . Bursaries . Admln cost

Expend itu re Distribution tY 2022 I 2023

120,000,000.00

100,000,000.00

80,000,000.00

60,000,000.00

40,000,000.00

20,000,000.00

Scholarship

.._ ______- -.----- -.,-,----.--Eursarles Admin Cost

xvl
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I
)I

t,



KISAMU COUNTY EDACATION FUND
Annual Report and Financial Statements for the year ended June 30,2023

10. Environmental and Sustainability Reporting

There were no Environmental and sustainability activities carried during the year under review.

xvll
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lI. Report o The Trustees

The
ended 30

Principal

The principal
students.

submit their report together with the audited financial statements for the year

,2023 wlttch show the state of the Fund affairs.

Results

The results of

Trustees

The members
were changes
review.

Auditors

The Auditor Gt
229 ofthe Conr

By Order of the

c

activities

activity of the Fund is to offer scholarship and bursaries to needy and deserving

Fund for the year ended June 30, 2023 arc set out on page I .

the Board of Trustees who served during the year are shown on page iii. There

the Office of the Chief Officer and Director ECDE during the year under

meral is responsible for the statutory audit of the Fund in accordance with Article
rtitution of Kenya and the Public Audit 4ct2015.

Board

lard/Tund Administration Committee

rl
Chair of the Br

Date:

a

xvlll
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12. Statem ent of Mana gement's Responsibilities

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each

financial year, the Administrator of a County Public Fund established by Ki,sumu County
Education Fund Act 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 County Public Fund is responsible for the preparation and presentation of
the Fund's financial statements, which give a tme and fair view of the state of affairs of the Fund
for and as at the end ofthe financial year ended on June 30,2023. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be

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

implementing and maintaining intemal conhols relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free from material misstatements, whether due

to error or fraud; (iv) safeguarding the assets ofthe Fund; (v) selecting and applying appropriate

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

The Administrator of the County Public Fund accepts responsibility for the Fund's fiaancial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in confomrity with International Public Sector

Accounting Standards (IPSAS), and in the nnnner required by the PFM Act 2012 and Kisumu
County Education Fund Act 2016).The Administrator ofthe Ftrnd is of the opinion that the Fund's
financial statements give a trre and fair view of the state of Fund's transactions duing the

financial year ended June 30, 2023, and of the Fund's financial position as at that date. The

Administator further confirm the completeness of the accounting records maintained for the Fund,

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

adequacy of the systems of intemal financial contol.

In preparing the financial statements, the Administator of the County Public Fund has assessed

the Fund's ability to continue as a going concern and disclosed, as applicable, matters relating to
the use of going concern basis of preparation of the financial statemen6. Nothing has serns 1e ths
attention of the Administrator to indicate that the Fund will not remain a going concern for at least

the next twelve months from the date of this statement.

Approval of the financial statements

The Fund 3 financial statements were approved by the Board on
signed on its behalfby:

Administrator of the Kisumu County Education Fund

lfl q
2023 aod

xlx
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REPO OF THE AUDITOR-GENERAL ON KISUMU COUNTY EDUCATION FUND
FOR T E YEAR ENDED 30 JUNE, 2023

on e financial statements

RB ort on Lawfulness and Effectiveness in Use of Public Resources which
co siders compliance with applicable laws, regulations, policies, gazette notices,

ulars, guidelines and manuals and whether public resources are applied in a
pr dent, efficient, economic, transparent and accountable manner to ensure
G rnment achieves value for money and that such funds are applied for the
int nded purpose

c.R ort on Effectiveness of lnternal Controls, Risk Management and Governance
ch considers how the entity has instituted checks and balances to guide internal

o

th
e

m nagement environment and the internal controls, developed and implemented by
rations. This responds to the effectiveness of the governance structure, the risk

charged with governance for orderly, efficient and effective operations of the

PREA

ldraw

A.R
a
a

ci

An un
releva
govern

respon
Public
the rep

REPO

Advers

I have
set out
30 Jun

BLE

ur attention to the contents of my report which is in three parts:

ort on the Financial Statements that considers whether the financial statements
fairly presented in accordance with the applicable financial reporting framework,
unting standards and the relevant laws and regulations that have a direct effect

dified opinion does not necessarily mean that an entity has complied with all
laws and regulations and that its internal control, risk management and
ce systems are properly designed and were working effectively in the financial

bilities of the Auditor-General as provided by Article 229 of the Constitution, the
nance Management Act, 2012 and the Public Audit Act, 2015. The three parts of

, when read together constitute the report of the Auditor-General

ON THE FINANCIAL STATEMENTS

Opinion

dited the accompanying financial statements of Kisumu County Education Fund
n pages 1 to 31, which comprise of the statement of financial position as at
2023, and the statement of financial performance, statement of changes in net

year un r revtew

The th parts of the report are aimed at addressing the statutory roles and

assets, ment of cash flows and statement of comparison of budget and actual

Report of Auditor-General on Kisumu County Education Fundfor the year ended 30 June, 2023



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 Kisumu County Education Fund as at 30 June, 2023, 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 Kisumu County Education Fund Act, 2016 and the Public Finance Management Act,
2012.

The statement of financial position reflects a balance of Kshs.36,347,889 in respect to
cash and cash equivalents, which as disclosed in Note 3 to the financial statements
includes a balance of Kshs.8,455,221 in respect to an amount held in a commercial bank
account and the note does not cast to the total balance of Kshs.36,347,889. ln addition,
the casting difference of Kshs.27,892,668 has not been explained or reconciled. Further,
the bank reconciliation statement includes payments in bank statement not recorded in
cash book of Kshs.217,590 which relates to bank charges. However, no explanation was
provided as to why these payments were not posted to the cash book.

ln the circumstances, the accuracy and completeness of cash and cash equivalents
balance of Kshs.36,347,889 could not be confirmed.

2. Unsupported Disbursements

The statement of financial performance reflects an amount of Kshs.103,585,366 in
respect to use of goods and services (disbursements) which relate to disbursements of
bursaries and scholarships as disclosed in Note 2 to the financial statements. However,
the reported amount of Kshs.97,210,746 for scholarships and Kshs.6,374,620 on
bursaries does not agree with the supporting ledgers provided for audit which reflected
scholarships amount of Kshs.61,615,413 and bursaries amount of Kshs.1,909,850
resulting to unexplained variances of Kshs.35,595,333 and Kshs.4,464,770 respectively.
The variances have not been explained or reconciled.

ln addition, out of the list of one hundred (100) schools with a disbursement of
Kshs.1,909,850 in respect of bursaries, six (6) schools with disbursed amount of
Kshs.1,010,689 did not acknowledge receipt of the amounts. Further, the basis of the
scholarships and bursaries awarded was not supported by any documentation such as
applications and vetting committee minutes.

ln the circumstances, the accuracy and completeness of the disbursements amounting
to Kshs.103,585,366 could not be confirmed.

Reporl of the Audilor-General on Kisumu County Education Fundfor the year ended 30 June, 202 3
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Basis for Adverse Opinion

1. Unsupported Cash and Cash Equivalents



Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects total receipts budget
of Kshs.205,000,000 against actual receipts of Kshs.102,500,000 resulting to a shortfall
of Kshs.102,500,000 or 50% of the budget. Similarly, the Fund expended
Kshs.107,823,873 against an expenditure budget of Kshs.205,000,000 resulting to an
under-expenditure of Kshs.97,176 ,127 or 47o/o of the budget.

The underfunding and underperformance affected the planned activities and may have
impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter

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

Unresolved Prior Year Matters

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based

The audit was conducted in accordance with the lnternational Standards of Supreme
Audit lnstitutions (lSSA|s). I am independent of the Kisumu County Education 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.

ln the audit report of the previous year, several paragraphs were raised under the Report
on Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management has not resolved the issues nor given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board template.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Report of the Auditor-General on Kisumu County Education Fundfor the year ended 30 June, 202i
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1. Long Outstanding Imprests

The statement of financial position reflects outstanding imprests balance of
Kshs.4,203,608 and as disclosed in Note 7 to the financial statements owing from seven
(7) officers. However, these imprests had been outstanding for a long time contrary to
Regulation 93(5) of the Public Finance Management (County Governments) Regulations,
2015 which states that a holder of a temporary imprest shall account or surrender the
imprest within seven (7) working days after returning to duty station.

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

2. Unsupported Equitable Distribution of Bursary

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, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
LaMulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, I confirm that internal controls, risk management and
governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were

Report of the Auditor-General on Kisumu County Education Fundfor the year ended 30 June, 2023
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on the audit procedures performed, I confirm that public resources have not been applied
laMully and in an effective way.

Basis for Conclusion

The statement of financial performance reflects an amount of Kshs.103,585,366 in
respect of use of goods and services which, as disclosed in Note 2 to the financial
statements includes Kshs.6,374,620 which relates to bursaries issued by the Fund.
However, the bursary awards were not supported with signed Ward Committee minutes
and approved students lists.

ln the circumstances, the equitable distribution of bursaries could not be confirmed.



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 control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability 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
AuditorGeneral in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

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

Report of the Auditor-General on Kisumu County Education Fundfor the year ended 30 June, 2023
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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 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, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls 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 controls 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 non-compliance. 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 control.

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

. Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability 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 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.

Report of the Auditor-General on Kisumu County Education Fund for the year ended 30 June, 202 3
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. 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
AUDIT R ENERAL

a BS

Nairobi

21 March,2024

Report of tle Auditor-General on Kisumu County Education Fundfor the year ended 30 June, 2023

7

:



14. Statement of Financial Performance for the iear Ended 30thJune 2023

(The notes set out onpages 6 to 36form an integral part of these Financial Statements)

? Na .M.Osewe Name: Ja cth Orwa

Administrator of the Fund Fund Accountant

ICPAK Member Number:9444

Revenue From Non-Exchange Transac tions

205,000,000ITransfers From the County Govemment

Revenue Fnom Exchange Transacaions

205,000,000205,000,000Total Revenue

Expenses
6,182,3594,238,497)Use of goods and services (Fund Administration)

189,778,664103,585,3662Use of goods and services (Disbursement)

195,361,023107,823,863Total Expenees
9,638,97797,176,137Surplus(Deficit)for the Period

KISUMU COI]NTY EDUCATION FAND
Annual Report and Financial statements for the year ended June 30,2023

205,000,000

I



KISAMU COUNTY EDACATION FUND
- Annual Repo rt end Financial Statements for the year ended June 30r 2023

Assets

Current Assets

36,347,889 41,671,469JCash and Equivalents
I

102,500,0004
Current Portion of Long- Term Receivables From Non
Exchange Tratrsactions

7 4,203,608Outstanding imprests

Non-Current Assets

143,051,497 41,671,469

Current Liabilities
4,203,8915Trade and Other Payables from Exchange Transactions

Non-Current Liabilities
Total Liabilities

Net Assets

t38,847,606 41,671,469Accumulated Surplus

41,671,469143,051,497

15. Statement of Financial Position As at 30 Jute 2023

Total Net A and Liabilities
The aecountingipoiicies and explaiiatory riotes to thcsc financial statcmcnts forrr, a;y,llpgral part
of the financial Btatements. The entity financial statements were approved on I S I 4l 2023
and signed by: ' --------------- -r-

ffi..,F.Moserye
Administrator of the Fund

Name: Japheth Orwa
Fund Accountant

ICPAK Member Number:9444

2

Total Assets

Liabilities



KISAMU COUNTY EDUCATION FUND
Annual Report and Financial Statements for the year ended June 30, 2023

16. Statement Of Changes in Net Assets for the year ended 30th June 2023

451.671,46e

Balance As At I July 2021 410,000,000 442,032,775

Surplus/(Deficit) For the
Period 9,638,694 9,638,694

Funds Received During the
Year

Transfers

Revaluation Gain

41,671,469410,000,000

Balances As At I July 2022 410,000,000 41,671,469

97,175,137

Funds Received During the
Year

Transfers

Revaluation Gain

BalanceAsAt30 June 2023 410,000,000 548,847,606

3

32,032,775

BafanceAsAt30 June 2022 451,671,469

SurpluV@efi cit)For the Period 97,176,137

138,847,606



Annual Repert and Financial Statements for the year ended June 30' 2023

17. StateDent of Cash Flows for The Year Ended 30 June 2023

Cash llows financing activities

Cash flows fium operating activities

Receipts

Public contributions and donations

205,000,000102,500,000ITransfers from the County govemment

Interest received

Receipts from other operating activities

102,500,000Total receipts

Payments

6,182,359Use of goods and services-Fund administration

103,585,366 189,178,6642

195,361,023107,823,863Total payments
(sJ23,863) 9,638,977Net cash flows from operating activities

Cash flows from investing activities

Net cash flows used in investing activities

Net cash flows used in financing activities

(5,323,863)
Net increase/(

Equivalents
decrease)in cash& cash

32,032,775) 41,671,752Cash and cash equivaleris atlJdy 2022

41,671,752) 36,347,889Cash and cash equivalents at 30 June 2023

4

KISUMU COANTY EDACATION FAND

205,000,000

2 4,238,497

Use of goods and services-Disbursement

6

9,639,977



KISUMU COUNTY EDUCATION F(]ND
Annual Report and Financiat statements for the year ended June 30,2023

18. Statement Of Compa rison Of Budget And Actual Amounts For The period

Budget notes : 
I

l. The Fund received only half of its allocation hence was unable to meet its budgeted obligarions

Kshs Kshs trkhs Kshs Kshs
Public Contributions And
Donations

Transfers From County Gol,t. 205,0000,000 0 205,000,000 102,500,000 102,500,000
Interest Income

Other Income

Total Income 205,000,000 0 205,000,000 102,500,000 102,500,000 s00A
Expenses

Fund Administration
Expenses 6,150,000 6,150,000 4,239,497 l,9l1,503
Disbursements 198,850,000 198,950,000 103,595,366 95,264,634 52%
Finance Cost

Total Erpenditure 205,000,000 2C5,000,000 107,823,963 97,176,137
Surplus for the Period

5

Revenue

500

69%

53Yo



Annual Report and Financial Statements for the year ended June 30,2023

19. Notes to the Financial Statements

Signilicant Accounting Policies

1. General Information

3. Adoptlo{ ofnew and revised standards

(i) New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 2023

inancial

Instruments

IPSAS 4I:

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 useful information to users of financial statements for their

assessment of the amounts, timing and uncertainty of an Entity's

future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:

. Applying a single classification and measurement model for

financial assets that considers the characteristics ofthe asset's

6

KISAMA COANTY EDUCATION FUND

Kisumu County Education Fund entify is established by and derives its authority and

accountability from Kisumu County Education Fund (Amendment,2016) Act. The entity is

wholly owned by the Kisumu County Government and is domiciled in Kenya. The entity's

principal activity is to provide bursaries and scholarship.

2. Statement of compliance ond basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with

Intemational Public Sector Accounting Standards (IPSAS). The financial statements are

presented in Kenya shillings, which is the frrnctional and reporting currency ofthe Fund. The

accounting policies have been consistently applied to all the years presented. The financial

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

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

prepared on accrual basis.



KISUMU COUNTY EDACATION FUND
Annual Report and tr'inancial Statements for the year endgd June !Qr20!!

cash flows and the objective for which the asset is he ld;

. 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 model develops a stong link between an Entity's risk

management strategies and the accounting treatment for

instruments held as part of the risk management strategy.

(State lhe impocl olthe slandard lo the Entigt lf rel*ant)

IPSAS 42: Social

Benefits

Applicable: lil 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 fnancial s'latement3' about social

benefits. The information provided should help users of the Iinancial

statements and general-purpose financial reports assess:

(a) The nature ofsuch social benefits provided by the Entity;

(b) The key features ofthe operation ofthose social benefit schemes;

and

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

financial performance, financial position and cash flows.

(State the inpact of lhe stondard to ,he Enti$ lf rel*ant)

Amendments to

Other IPSAS

resulting from IPSAS

41, Financial

lnstruments

Apptic.abte: l'rJanuary 2023

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

components of bonowing costs which were inadvertently

omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted

when IPSAS 4l was issued.

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

accounting for financial guarantee contracts which were

7
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inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classiffing

financial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 4l was issued.

(Slale the impoct of lhe slandard lo lhe Enlity lf relevonl)

Other improvements

to IPSAS

(ii) New
ended 3

Applicable ld January 2023

o IPSAS 22 Disclosure of Financial Information about lhe General

Government Sector.

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

2008).

o IPSAS 39: Employee BeneJits

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

longer defined in IPSAS.

r IPSAS 292 Financial instruments: Recognition ana 
]

Melsurement

Standard no longer included inthe202l IPSAS handbook as it is now

supcrscded by IPSAS 4l u'hich is rpplicable from I't Jcn:rary 202-?.

Slate the impact of the slandard to the Entily if relevanl

amcnded standards and interpretations in issue but nol yet effective in the year
Jurp 2023.

IPSAS 43 Applbable Id January 2025

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 financial position, financial

performance and cash flows of an Entity.

The new standard requires entities to recognise, measure and

present information on right ofuse assets and lease liabilities.

State the eryected t rrpacl oI lhe standad to lhe Enliry if relevanl

8
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IPSAS 44: Non-

Current Assets Held

for Sale and

Discontinued

Operations

Applicable ld January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sa.le to be

measured at the lower of carrying amount and fair value less costs

to sell and the depreciation ofsuch assets to cease and:

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

presented separately in the statement of financial position and the

results ofdiscontinued operations to be presented separately in the

statement of financial performance.

State the eryected irrrpact ol lhe iandard lo the Enllly lf relevanl

(iii)Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial ye,u.or the

entity adopted the following standards early (state the standards, reasonfor early adoption

and impact on entity's Jinancial statements.)

9
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2. Sumtory of Significant Accounting Policies

a) Revenue recognition

Revenue from non-exchange transactionst.

Transferl from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and tecognized on obtaining control ofthe asset (cash, goods, services and property) if
the tansfcr is free from conditions and it is probable that the economic benefits or service
potential rclated to the asset will flow to the entity and can be measured reliably.

ii. Reventre from exchange transactions

Interest income

lnterest ineome is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset's

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

Dividends

Dividends Or similar dis&ibutions must be recognized when the shareholder's or the Entity's
right to rective payments is established.

Rental income

Rental income arising from operating leases on investment properlies is accounted for on a
straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2023 was approved by the County Assembly on . 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 entity upon receiving the respective approvals in order to conclude
the final budget. Accordingly, the Fund recorded additional appropriations of nil on the FY
2023budget following the goveming body's approval.

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed irr the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassified by
presentation 1o be on the same basis as the approved budget. A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then presented in
the statemerrt of comparison of budget and actual amounts.

10
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Summara of Significant Accounting Policies (Continued)

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actual as per the statement of financial
performance has been presented under section 7 ofthese financial statements.

c) Property, plant and equipment

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

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transacti on for nil
ornominal consideration the asset is initially measured at its fair value.

d), Intangible Assets

Intangible assets acquired separately are initially recogrrized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Intemally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

e) Investment properfy

Investment properties are measured initially at cost, including transaction costs. The carrying

amount includes the replacement cost of components of an existing investment property at the

time that cost is incurred if the recognition criteria are met and excludes the costs of day-to-

day maintenance of an investment properly. Investnent proPerty acquired through a non-

exchange transaction is measured at its fair value at the date of acquisition. Subsequent to

initial recogaition, investment properties are measured using the cost model and are

depreciated over an fi-yeal period or iwestment proryrty is measured at fair value with
gains and losses recognised through surplus or deficit.(enligr to anund appropriotely)

lnvestment properties are derecognized either when they have been disposed ofor when the

investrnent property is permanently withdrawn from use and no future economic benefit or

service potentia! is expected from its disposal. The difference between the net disposal

proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the

period of de-recognition.

ll
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SummarT of Signilicant Accounting Policies (Continued)

f) Financial instruments

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets

and financial liabilities, introduces new rules for hedge accounting and a new impairment

model for financial assets. The entity does not have any hedge relatioruhips and therefore the

new hedge accounting rules have no impact on the Company's financial statements. (amend

as appropriote). A financial instrument is any contract that gives rise to a financial asset of
one entity and a financial liability or equity instrument of another entity. At initial
rec6gnitio4 the entity measures a financial asset or financial liability at its fair value plus or

minus, in tte case ofa financial asset or financial liability not at fair value through surplus or

deficit, transaction costs that are directly attributable to the acquisition or issue of the

financial asset or financial liability.

Financial rssets

Subsequent Ecasurement

Based on thp business model and the cash flow characteristics, the entify 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 ce(ain criteria being met.

12

Classificadon of linancial assets

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

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

entity's maiagement model fbr financial assets and the contractual cash flow characteristics

of the financial asset. A financial asset ii measured at amortizedcost when the financial asset

is hcld vridiin & rrifiag€irort nrcdel whosc objcctive is tc hcld fleancial asse:s in ordei tc
collect conliactual cash flows and the contractual terms of the financial asset give rise on

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

principal outstanding. A financial asset is measured at fair value through net assetV equity if
it is held viithin 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 rlse 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

assets/ equi$r unless an entity has made irrevocable election at initial recognition for
particular intestrnents in equity instruments.
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Summary of Signilicant Accounting Policies (Continued)

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. lnterest income from

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

Fair value 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 assetV 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.

Fdii value through surplus or deficit

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

assets/ equity are measured at fair value through surplus or deficit. A business model where

the entity manages financial assets with the objective of realizing cash flows through solely

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

Trade and other receivables

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

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

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

year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated

with its financial assets carried at amortized cost and fair value through net assetVequity. The

entity recognizes a loss allowance for such losses at each reporting date. Critical estimates

and significant judgments made by management in determining the expected credit loss

(ECL) are set out in Note xx.

l3



lnventory is measured at cost upon initial recognition. To the extent that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost ofthe
inventory is its fair value at the date of acquisition.

Costs incured in bringing each product to its present location and conditions are accounted
for, as follows:

F Raw mtterials: purchase cost using the weighted average cost method

) Finished goods and work in progress: cost of direct materials and labour and a proportion
of manirfacturing overheads based on the normal operating capacity, but excluding
borrowiag costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, tothe extent that a class of inventory is dishibuted or deployed at no charge or for
a nominal charge, that class of inventory is measured at the lower of cost and current
replacement cost.Net realizable value is the estimated selling price in the ordinary course of
onerations, less the estimated costs of completion and the estimated cost.s. necessary to make
the sale, exchange, or distribution. Inventories are recognized as an expense when deployed
for utilization or consumption in the ordinary course of operations of the Entify.

h) Provhions

Provisions art recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic
benefits or sorvice potential will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation. Where the Entity expects some or all of a
provision to Ue reimbursed, for example, under an insurance contract, the reimbursement is
recognized as a separate asset only when the reimbursement is virtually certain. The expense
relating to any provision is presented in the statement of financial performance net of any
reimbursernent.

i) Social Benefits

Social benefitq are cash transfers provided to I) specific individuals and / or households that

meet the eligibility criteri4 ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit

scheme at the same time that it recognises a liability. The liability for the social benefit
scheme is rneasurod at the best estimate of the cost (the social benefit payments) that the

entity will incur in fulfilling the present obligations represented by the liabilify.

l4
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Summarl of Signilicant Accounting Policies (Continued)

Financial liabilities

Classiflcation

The entit5r classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through profit or loss.

O Inventories
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Summary of Significant Accounting Policies (Continued)

j) Contingent liabilities

The Entity 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.

Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset
whose existence is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Entity in tlre notes to the financial
statements. Contingent assets are assessed continually to ensure that developrnents are
appropriately reflected in the linancial statements. If it has become virtually certain that an

inflow of economic benefits or service potential will arise and the asset's value can be
measured reliabty, the asset and the related revenue are recognized in the financial statements
ofthe period in which the change occurs.

k) Nature and purpose ofreserves

The Entity creates and maintains reserves in terms of specific requirements. Entity lo state tlu
reserves maintained and appropriate policies adopted.

l) Changes iu accounting policier and estimates

The Entity recognizes the effects ofchanges in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is
impractical.

m) Employee benelits- Retirement benefit plans

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

Defined beneht plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum Payments or
increased future contributions on proportional basis to all participating employers. The
contributions and lump sum payments reduce the post-employment benefit obligation.

l5
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Summary of Signilicant Accounting Policies (Continued)

n) Foreign currency transacfions

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange 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.

o) Borrowing costs

Borrowing costs are capitalized against qualif,ing assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is
being acqurired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of
financial pcrformanc€.

p) Relited parties

The Entitylregards a related party as a person or an entity with the abiliry to exert control
individuallf or jointly, or to exercise significant influence over the Entity, or vice versa.
Members o[ key management are regarded as related parties and comprise the directors, the
CEO and s{nior managers.

I

q) Ca$ and cash equivalents
t

t6
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Cash and chsh 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 coniertible to known amounts ofcash and are subject to insignificant risk ofchanges
in value. Bink account balances include amounts held at the Central Bank of Kenya and at
various conimercial banks at the end ofthe financial year. For the purposes ofthese financial
statements, bash and cash equivalents also include short term cash imprests and advances to
authorised fublic ofticers and/or institutions which were not surrendered or accounted for at
the end oftle financial year.

r) Conparative ligures

Where necegsary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.



KISUMU COUNTY EDACATION FUND
Annual Report and Financial Statements for the year ended June 30, 2023

Summary of Significant Accounting Policieg (Continued)

5. Signilicant judgments and sources of estimation uncertainty

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

or liability affected in future periods.

a) Estimates and assumptions -
The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The
Entity based its assumptions and estimates on parameters available when the consolidated
financial statements were prepared. However, existing circumstances and assumptions about
future developments may change due to market changes or circumstances arising beyond the
control of the Entity. Such changes are reflected in the assumptions when they occur.IPSAS
1.140.

b) Useful lives aud residual values

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

) The condition of the asset based on the assessment of experts employed by the Entity

) The nature ofthe asset, its susceptibility and adaptability to changes in technology and
processes

) The nature ofthe processes in which the asset is deployed

) Availability of funding to replace the asset

D Changes in the market in relation to the asset

c) Provisions

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

Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date and are discounted to present value where the effect
is material.
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6. Notes To The Financial Statements Conlinued

1. Transfers from Couuty Government

2. Use of Goods and Seryices

11., )11

205,000,000205,000,000ty Govt. -OperationsTransfe

Payments By County On Behalf Of The Entity

205,000,000205,000,000

531,147217,590Bank charges

817,590437,126Facilitation of meetings

981,881s41,570Supply ofslationery

415,800146,500Monitoring and evaluation

Distribution of manifest to schools 537,600

Ward administration cost 2,725,t30

Travelling cost 765,4fi

Communication cost 136,800

Bursary Launch 882,000

Capacity Building

Total Admiristration cost 4,238,497

Disbursem ents

Marine 4,200,000

Scholarship 97,210,746 103,t39,275

Bursary 6,374,620 81,839,672

103,585,366 189,178,947

l8

Total

llcspitalii' /Catering Sci-;ices
I

404,500 
|

707,000

6,192,359

Total Disbunement
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3. Cash and cash equivalents

Xxx Car Loan Account

Xxx County Mortgage Account

Fixed Deposits Account

Current Account

Others

Total Cash And Cash Equivalents 36347,889 41,671,752

19

On - Call Deposits
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Notes to tte Flnancial Statements Continued

Detailed analysis of the cash and cash equivalents are as follows

d) Others

4. Rec les from non-exchange transactions

a) Fixed Deposits Account

Kenya Commercial Bank

Equity Bank, Etc

Sub- Total

b) On - Call Deposits

Kenya Commercial Bank

Equity Bank - Etc

Sub- Total

c) Current Account
8,455,221.001151900184Kenya Commercial Bank

Bank B

8,455,221.00Sub- Total

Speci$)
Others 1

Cash In Hand

Sub- Total
36,347,,889Grand Total

Current eceivable,s

Interest Receivable

4,203,608Outstandi imprests

r 02,500,000Other Non-Exchange Debtors-The Counfy Treasury

Less: Impairment Allowance

Total Current Rcceivables

Non-Current Receivables

t-S4gA!q! Loan Repayments Due

Total Non- Current Receivables

106,703,608Total Reccivables From Non Exchauge Transactions

0

20
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Notes To The Financial Statements (Continued)

5. Trade and other payables from exchange transactions

6. Outstandin Im rests as at 306 June 2023

Trade Payables/Pending bills 4,203,891

Refundable Deposits

Accrued Expenses

Other Payables

Total Trade And Other Payables 4,203,891

Date taken Amount (Kshs)No. Imprest Holder

I 29t3/2021 330,635

2r/4/2021 330,6352 Rawlings J. Angirah

J Diana Oluoch Various dates t,581,840

330,6354 Patrick Olweny

30/31202t 264,5095

Michael Adar t8/01/2021 129,0006

Various dates t,236,3557 Issack Owich

4r03,608TOTAL

2l

Maurice Oricho

22/4/2022

James Mbogo
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Notes To The Financial Statements (Continued)

7. Cash generated from operations

Surplus/ @eficit) For the Year Before Tax

Adjusted For:
Depreciation

Amortisation

Gains/ Losses On Disposal Of Assets

Finance Cost

Workin g Capital Adjustments
Increase In Inventory

lncrease In Receivables

lncrease In Payables

Net Cash FIow From Operating Activities

22

(The lotal olthis statement should tie to the cash/low section on net cash/lowsfrom
operating 4littities)

Interest [ncome

(5,323,863) 9,639,997
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Notes To The Financial Statements (Continued)

1. Related party balances

a) Nature ofrelated party relationships

Entities and other parties related to the Fund include those parties who have ability to
exercise control or exercise significant influence over its operating and financial decisions.
Related parties include management personnel, their associates and close family members.
The fund/scheme is related to the following entities:

a) The County Government;
b) The Parent County Govemment Ministry;
c) Key management;
d) Board of Trustees;etc.

b) Related party transactions

c) Key management remuneration

d) Due from related parties

Transfers From Related Parties' 205,000,000

Board Of Trustees

Key Management Compensation

Total

Key Management Compensation

Total

Due From Parent Ministry

102,s00,000Due From County Government

102,500,000Total

102,500,000

Transfers To Related Parties

Board Of Trustees

23
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Other D osures Continued

e) Due related partics

2. Conti t ossets and contingent liabilities

Due To Pe rent Ministry

Due To C( runt5i Govemment

Due To Kr y Management Personnel

Total

Court Case Against The Fund

Bank Guare ntees

Total

24
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Notes To The Financial Statements (Continued)

3. Financial risk management

The Fund's activities ekpose 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) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparly will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks, as well as trade and other receivables and available-for-sale financial
investments. Management assesses the credit quality of each customer, taking into account its
financial position, past experience and other factors. tndividual risk limits are set based on
internal or external assessment in accordance with limits set by the directors. The amounts
p$sented in the statement of financial position are net of allowances for doubtful receivables,
esiimated by the entity's management based on prior experience and their assessment of the
e[rrent economic environment. The carrying amount of financial assets recorded in -the
firiancial statements representing the entity's maximum exposure to credit risk without taking
account ofthe value of any collateral obtained is made up as follows:

At 30 June 2022

Receivables From Exchange Transactions

Receivables From Non-Exchange
Transactions

Bank Balances

Total

At 30 June 2023

Receivables From Exchange Transactions

106,704,891
Receivables From Non-Exchange
Transactions

8,455,221Bank Balances

Total ll5.'160,ll2

II

r
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Notes To The Financial Statements (Continued)

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the entity has recognised in the financial statements is considered
adequate to cover any potentially irrecoverabte amounts.

The entiry has significant concentration of credit risk on amounts due from.

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

b) Liquldity risk management

Ultimate rgsponsibility for liquidity risk management rests with the Fund Administrator, who
has built air appropriate liquidity risk management framework for the management of the
entity's sh6rt, medium and long-term funding and liquidity management requirements. The
entity maruges liquidity risk through continuous monitoring of forecasts and actual cash
flows.

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities their remaining contractual maturities at the reporting date. The amounts

the table are the contractual undiscounted cash flows. Balances due within 12disclosed in
months their carrying balances, as the impact of discounting is not significant

At 30 June 2022

Trade Payables

Current Portibn Of Bonowings

hovisions

Total

At 30 June 2023

Trade Payables 2,127,047 2,076,844 4,203,891

Curent Portion Of Bonowings

Provisions

Employee fit Obligation

Total 2,127,047 2,076,844 4,2o3,ggl

26
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Notes To The Financial Statements (Continued)

c) Market risk

The board has put in place an intemal audit function to assist it in assessing the risk faced by
the entity 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 ra1e, equity
prices and foreign exchange rates which will affect the entity'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 Management
Committee.

The Fund's Finance Departrnent is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day-to-day implementation of those policies.

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

i. . Foreign currrncy risk

Ihe entity has transactional currency exposures. Such exposure arises through purchases of
gtiods and services that are done in currencies other than the local crurency. Invoices
denominated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time of payment is done using the prevailing exchange rate.

The carrying amount of the entity's foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

At 30 June 2023

Financial Assets

Investments

Cash

Debtors/ Receivables

Trade And Other Payables

Borrowings

Net Foreign Currency Asset/(Liability)

Liabilities
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It.

Notes To The Financial Statements (Continued)

Foreign currency sensitivify analysis

The following table demonstrates the effect on the Fund's statement of financial performance
on applying the sensitivity for a reasonable possible change in the exchange rate ofthe three
main transttion currencies, with all other variables held constant. The reverse would also

occur if the ya Shilling appreciated with all other variables held constant

ra risk

Interest rate dsk is the risk that the entity's financial condition may be adversely affected as a
'rcsuit of chdfiges in interest rate'leveis. The endty's interesr rate risk arises {io,-rr ball
deposits. ThiS exposes the Fund to cash flow interest rate risk. The interest rate risk exposure
arises mainly tom interest rate movements on the Fund's deposits.

Managementof inleresl rute risk

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

Sensitivig anaflsit

The Fund analses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. T}is involves determining the impact on profit or loss of defined rate shifu. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rateq remain constant. The analysis has been performed on the same basis as the
prior year. Using the end of the year figures, the sensitivity analysis indicates the impact on
the statement of comprehensive income if current floating interest rates increase/decrease by
one percentago point as a decrease/increase of Kshs (2022: Kshs ). A rate increase/decrease
of 5% would result in a decrease/increase in profit before tax of Kshs (2021 -Kshs ).

teterestIn

I2023

t0%Euro

t0%USD

2022

l0%Euro

USD t0%
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d) Capital risk management.

The objective of the Fund's capital risk management is to safeguard the Fund's ability to
continue as a going concem. The entity capital structure comprises ofthe following firnds:

4. Events afterthe reporting period

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

5. Ultimate and lfoHing Entity

The entity is a County Public Fund established by Kisumu County education Fund Act under
the departrnent of Education. Its ultimate parent is the County Government ofKisumu.

6, Currency

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

Revaluation reserve

Revolving fund

Accumulated surplus

Total funds

Less: cash and bank balances

Net debt/(excess cash and cash equivalents)

Gearing

29
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20. Annexes

Annex I: Drogress on Follow Up Of Prior Year Auditor's Recommendations

The following is the summary of issues raised by the extemal auditor, and management comments

that were vided to the auditor

our res se

ResolvedUnsupported
disbursement

ResolvedThe management responded
to the draft audit report
providing jusJification for
payment of allowances to
thc rvrC bursary and
scholarship committees and
also the surrender
documents from the two
offrcers amounting to KShs
1,3 I 2,400.Unfortunatel,our
response was not reviewed
b the auditor

Unsupported
tund
administration
cost

Resolved3 Unsupported
cash and cash
equivalent

ResolvedInaccuracies in
the statement
ofchanges in
net assets

I The management replied to
the draft audit report and
submitted the ledger
supporting disbursement of
KShs 51,961,389 and also
provided acknowledgement
receipt from various
institutions. Unfortunately,
the auditor did not review

.,

The management has

instituted a cash book from
July 2022 onwards, receipts
and payments are recorded
and reconciliation
statements prepared

monthly.

4 The management amended
Statement of Changes in
Net Assets by removing the
figure of 205,000,000 to
corect the double counting
of funds.Again,the auditor
did not review our response

30
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to the draft audit report

OTHER
MATTERS

1
Budgetary
control and
performance

The management will
ensure that funds are
disbursed within the year
subject to availability.

Not
Resolved

December,2023

2 Unresolved
prior year
matters

The management is
currently implementing the
recommendations of the
auditor in order to improve
efficiency.

Not
Resolved

December,2023

Fund Manager/Accounting Officer (enter title of head of Fund)

J.rJ. ?3Date.....

3l
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Annex II: Inter-Fund Conlirmation Letter
[Insert your LetIerheadJ

Kisumu County Education Fund
P.O Box 2738-40 I 0l,KISUMU

The Counly Treasury wishes to confirm the amounts disbursed to you as at 30e June 2023 as

indicated id the table below. Please compare the amounts disbursed to you with the amounts

you received and populate the column E in the table below Please sign and stamp this request

in the s provided and return it to us

Amounts Disbursed by [County Treasury] (Kshs)
as at 3OthJune 2023

E

Total
@)=(A+B+C)

Amount
Received by

[beneficiary
Fundl

(KShs) as at
30fr June 2023

(E)

lnter-
Ministe

rial
(c)

Refere
nce
Numbe
r

Recurrent
(A)

Date
Disburs

ed

51,250,000t/2
o23
2 5 I,250,000

51,250,0005l,250,0002 L 6/0s/2
o23

5 I,250,000

102 500 000

In confirm that the amounts shown above are correct as ofthe date indicated

Head of Accountants department of beneficiary Fund:

k O^-
," Sien

IE@@I

32

Di
ffe
re
nc
eS

(K
Sh
s)

(F

q

Devel
opme
nt (B)

I 5l,250,000

Total 102.500.00(L

N"-"....9.flp.
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Annex III: Reporting of Climate Relevant Expenditures

a
l

a
2

a
3

a
4
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Annex fV:Reporting on Disaster Management Expenditure

I
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