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State cers House Mortgage Scheme Fund
Reports and Financial Statements

For the ear ended June 30, 2020

ENTITY INFORMATION AND MANAGEMENT

ckground information Principal activities

State Officers House Mortgage Scheme Fund (SOHMSF) was established in zOl5,through

notice no.23 of 6th March 2015 underthe Public Finance Management Act. This was

to guidelines provided by Salaries and Remuneration Commission on mortgage

for State officers and other Public Servants in December 2014. The establishment of

fund is in line with the National Housing Policy for Kenya 2004 (Sessional Paper No. 3).

policy among other things called for facilitation of employers to assist their employees to

uire housing.

Cabinet Secretary in charge for the National Treasury is responsible for the general policy

strategic direction of the SOHMSF whereas the principal secretary is the administrator of

Fund. The cabinet Secretary to the National Treasury on July, 2015 approved full delegation

the operations and management of the SOHMSF on interim basis to the Civil Servants

Scheme Fund (CSHSF)

(a) cipal Activities

Constitution under Articles 42 and 43 accords every person the right to a clean and healthy

and the right to accessible and adequate housing, and to reasonable standards of

itation. The Salaries and Remuneration Commission on lTth December,20l4 set and advised

the car and mortgage benefits for all state officers and other public officers in Kenya. The

ective and purpose for which the Fund was established is to provide a loan Scheme for

or development of property by the State officers.

(b) uciary Management

the financial year under focus SOHMSF operations were undertaken by CSHSF

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

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

ing, Urban Development and Public Works. The Officer administering the Fund therefore

by submits the report of the Fund and the financial statements for the year ended 30 June

2lP ag
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which show the state of the Fund affairs
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and Financial Statements
ear ended June 30, 2020

INFORMATION AND MANAGEMENT (Continued)

fey management personnel who held office during the financial year ended 30m June 2019

who had direct fiduciary responsibility were:

Oversight Arrangements

overall oversight role of the Fund lies with the Parliamentary Public Ac.counts

. Pursuant to section l8 of the Government Financial Management Act, 2004 and

9 (e) of the legal notice no. 168 (Legislative Supplement No. 5l) of 22d December

the Fund Auditors remains the Auditor Generhl ofthe Government of Kenya. Internal

for the Scheme is carried by the audit section within the Ministry of Transport,

Housing, Urban development and Public Works.

Ileadquarters

House, Ground Floor, Ngong Road

.O. $ox 30119-00100

(e) Contacts

(2s4)27180s0

cshd@housin gandurban. go.ke

ebsite : www.housingandurban. eo.ke

(f) Bankers

Commercial Bankltd,

Branch

No.l170913962

o

(c)

(d)

Cherles M.IlingaI Principal Secretary

2. Ag Director CSHSF Simon Odhiambo Opondo

ag

Box 69695 - 00100
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INFORMATION AND MANAGEMENT (Continued)

Ind{pendent Auditors

au{itor General

Oflip. ofthe Auditor General

enr{ir.rroy Towers, University Way

P.Of sox 30084

coP ooroo

Naifobi, Kenya

Pri[cipal Legal Adviser

th{'Attorney General

Offrce ofthe Afiorney General and Department of Justice

Ha+ambee'Avenue

P.0. Box 40112

CiS Square 00200

Nafrobi, Kenya

as+

Ir



L
State O lcers House Mortgage Scheme Fund

and Financial Statements
For the ear ended June30,2020

II. E MANAGEMENT COMMITTEE (SMC) MEMBERS OF THE STATE
FFICERS HOUSING MORTGAGE SCHEME FUND HM

NAMf MEMBERSHIP
DESCRIPTION.

KEY ACADEMIC AND PROFESSIONAL
QUALIFICATION.

,;t

M. Hinga

Principal Secretary for
Housing 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 Housing, Urban
Development, he was the Group Chairman of
an advisory boutique with presence in South
Africa and Kenya.

Representing the
Principal Secretary,
National Treasury.

Boniface Orori Simba is a Senior
Administrative Secretary in the National
Treasury with 26 years of public
administration and management. He holds
a Master of Business Administration,
Strategic Management and a Bachelor Of
Arts, Public Administration.

Apollo OmondiGeo

Representing the
Principal Secretary,
Labour

Geofrey Omondi was bom in 1959. He is a
Deputy Labour Commissioner in the Ministry
of East African Community, Labour, Social
Protection. He previously worked as a Lecturer
in Industrial Relations at Kenya Institute
Personnel Management and Railway Training
Institute.
He holds a Master of Arts in Labour and
Development Studies and Bachelor of Arts
(Hons) in Political Science and Sociology.

slP ge
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Mr. Allan Ng'ang'a Mwaura is a Deputy
Director in the State Department of Public
Service and Youth. He holds a Bachelor of
Education (Arr, and Masters of Education
Administration. He has attained
professional development courtet locally,
regionally and internationally. Has served
in the Education sector under the Teachers
Service Commission as Secondary School
teacher, head of Languages Department,
KNEC examiner and Deputy Principal. He
has attended Strategic Leadership
Development Programme. He holds
Certificate in Human Resource
Management and Educational
Administration. Mr. Mwaura is also

associate member of Kenya lnstitute
Management

Ng'ang'a Mwaura

Representing the
Principal Secretary,
Public Service and

Youth Affairs

John W. Gitu

Representing the
Principal Secretary,
Infrastructure

John W. Gitu is the Director, Human Resource
and Development in the State Department of
Infrastructure. He holds Masters of Science
(MSc) in Human Resource Management,
Bachelor of Arts Degree, Post Graduate
Diploma in Human Resource Management. He
is a registered member of the Institute of
Human Resource Management. He is a Human
Resource Practitioner with over 28 years'
experience.

Christine is an advocate of the High Court of
Kenya with a Bachelor of Laws (LL. degree

and Master of Laws (LL.Nzf) from the
University of Nairobi, a Post Graduate
Diploma in Legal Studies from the Kenya
School of Law and a member of the Law
Society of Kenya. She is a Principal State
Counsel at the Office of the Attorney General
and Department of Justice, currently under the
Government Transactions Division with
experience internationalCommercial Law,
International Law and Land Laws.

e K. Ileli
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House Mortgage Scheme Fund
Financial Statements

earended June30,2020

OF THE STATE OFFICERS HOUSING MORTGAGE SCHEME FUND
DUHMST''n*1 AREA OF

RESPONSIBILITY
KEY ACADEMIC AND PROFESSIONAL

QUALIFICATION.

O. OpondoMh

Mr. Simon O.

Opondo is the Ag
Director CSHSF

o MSc Architecture, MAAK
o Registered Architect

Mr. Juli G. Wairagu

Project Manager Bachelor of Architecture
Registered Architect

ce M. NgochiMt

Estate Manager . BA(Hons)LandEconomics
. Member of the lnstitution of

Surveyors of Kenya (MlsK)

Fredrick Karuen

. MBA(Finance)
o BA (Finance and Accounting)
. CPA(K)

o Member lnstitute of Certified Public

Accountants (ICPAK

Scheme Accountant
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State House Mortgage Scheme Fund
and Financial Statements

Year ended June 30,2020

VII. MANAGEMENT DISCUSSION AND ANALYSIS

for the housing loans under the Scheme grew within the financial year. That was supported

of new state Officers after tenure for previous holders expired. Twenty Four (24) newby

app were received and forwarded to the mortgage management bank for processing.

All ful

within

b)

processed applications were financed. Twenty two (22) applications were fully processed

reporting and funds amounting to Kshs 616,253,079 disbursed.

es were repaying loans promptly. However, seventeen (17) cases were restructured on

of COVID-19 unforeseen impacts line with the advisory given by the Cabinet Secretary, the

N Treasury

The has accomplished the following:

a) 57 applications were completed, returned with support documents and recommended to bank

processing of the loans worth about Kshs.4.185 billion

23 Loans fully disbursed to applicants worth about Kshs.3.179 billion

c) 6 applications worth about Kshs.273 mlllion were approved pending disbursement

d) 0 applications pending approval as at 30th June,2020

The is faced with the following risks and challenges

a) in repayment after employment term or contract

b) nued requests for financing from officers who are not State Officers especially senior

I Servants who are job groups equivalent to those of state officers

c) uest for financing agricultural properties which may be difficult realise the security in

t of default

d) for a second benefit from state officers who are either re-appointed for a second

or whose entitlements have changed on account for appointment to a higher position

12lPag
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State fficers House Mortgage Scheme Fund
and Financial Statements

Year ended June 30, 2020

rv. CABINET SECRETARY'S STATEMENT
The et Secretary's Report

To adequate and affordable access to housing to State Officers, the SOHMSF regulations

are in process of being amended to incorporate the following

o introduce equity release for development

ive administrative powers to the Committee to facilitate the mortgage process

lll. o lower the unexpired lease term of property being financed t.q*35 years

v PORT OF THE PRINCIPAL SECRETARY

of Fund Report

The ent of the Fund is of the opinion that the financial statements give a true and fair view

of the financial affairs of the Fund and of its operating results. The management of the

accepts the responsibility for the maintenance of accounting records, which may be

in the preparation of the financial statements, as well as adequate systems of internal

control

The has accomplished the following

a)l 7 applications were completed, returned with support documents and recommended to bank

processing of the loan's worth about Kshs.4.185 billion

b)l Loans fully disbursed to applicants worth about Kshs.3.l79 billion

c)l applications worth about Kshs.273 million were approved pending disbursement

of the

Fund

relied

financ

d)l

ll.

9lPage

l.

applications pending approval

s not covering the following areas:

& improvement of house

of plot for future development of a residential house
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House Mortgage Scheme Fund
Financial Statements
ended June 30,2020

of consideration:

for unexpired lease term of at least 45 years

ve list of state officers

ernlination of employment when the loan is being processed

which are not for residential purpose

ofFunds

Inhoduction of other banks

by officers whose terms have expired

impacts of COVID-19

@me to the attention of the management of the Fund to indicate that the Fund will not

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

li
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House Mortgage Scheme Fund
and Financial Statements
Yeal ended June 30, 2020

RATE GOVERNANCE STATEMENT

of the SOHMSF was delegated on interim basis to the CSHSF. The Scheme Management

seven (7) members as provided under regulation 6 of the CSHSF who are:

OFrcer administering the Fund;

Prtincipal Secretary responsible for the National Treasury;

Prlincipal Secretary responsible for Labour, Social Security and Services;

Prlincipal Secretary responsible for Human Resource Management and Development;

fficipal Secretary responsible for infrastructure;

Prlncipal Secretary responsible for Coordination of National Govemment; and

Atbrney-General;

[4anagement committec held three meetings during the reporting period. Attendance of
75%.

of the Committee are: supervise and control the day to day administration of the Fund;

and regulate interest payable by loanees; approve all housing development and financing

ender into agreement with persons or legal entities for the pu{poses of providing services to

detelop criteria for the beneficiaries of the Fund; establish management guidelines and

as may be necessary to assist the Committee and the officer administering the Fund;

duty as may be directed by the Cabinet Secretary for the purposes of the proper

the Fund.

ag
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RE+ORT OF TIIE SCIIEME COMMITEE

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

show the state of the State Officers Housing Mortgage scheme Fund's affairs

a&tivities

and purpose for which the Fund was established is to provide a loan Scheme for purchase

of property by the State officers.

df ,fr. entity for the year ended June 30, 2020 areset out on page 14 to 36.

befB ofthe scheme committee who served during the year are shown on page 9

is responsible for the statutory audit of the entity in accordance with Article 229
of Kenya and the Public Audit Act 2015.

of fhe Board

of Housing and Urban Development

Secfetary

(.

I



State House Mortgage Scheme Fund

For the

and Financial Statements
Year ended June 30, 2020

rx. TATEMENT OF DIRI,CTORS' RESPONSIBILITIES

Section 8l of the Public Finance Management Act, 2012 require the Directors to prepare financial
statem in respect of that State Officers House Mortgage Scheme Fund, which give a true and fair

state of affairs of the State Officers House Mortgage Scheme Fund at the end ofthe financial
and the operating results of the State Oflicers Housing Mortgage scheme Fund's for that

vl€w

year.
keeps

Directors are also required to ensure that the State Officers House Mortgage Scheme Fund

accounting records which disclose with reasonable accuracy the financial position of the

State O cers House Mortgage Scheme Fund. The Directors are also responsible for safeguarding the
assets the State Officers House Mortgage Scheme Fund.

The are responsible for the preparation and presentation ofthe State Officers Housing Mortgage

scheme und s financial statements, which give a true and fair view of the state of affairs of the State

House Mortgage Scheme Fund for and as at the end of the financial year (period) ended on

, 2020. This responsibility includes: (i) maintaining adequate financial management
and ensuring that these continue to be effective throughout the reporting period; (ii)

maintai ing proper accounting records, which disclose with reasonable accuracy at any time the

June 3

financ
to the

House
House
financial

material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the State Officers
House Scheme Fund; (v) selecting and applying appropriate accounting policies; and (vi)
making ing estimates that are reasonable in the circumstances.

The Di accept responsibility for the State Officers House Mortgage Scheme Fund's financial

prudent
(IPSAS

which have been prepared using appropriate accounting policies supported by reasonable and

gements and estimates, in conformity with International Public Sector Accounting Standards

and in the manner required by the PFM Act, 2012. The Directors are of the opinion that the

State O House Mortgage Scheme Fund s financial statements give a true and fair view of the state

of State House Mortgage Scheme Fund s transactions during the financial year ended June 30,

2020, of the State Officers House Mortgage Scheme Fund's financial position as at that date. The
further confirm the completeness of the accounting records maintained for the State Officers

position of the entity; (iii) designing, implementing and maintaining internal controls relevant
and fair presentation of the financial statements, and ensuring that they are free from

Scheme Fund, which have been relied upon in the preparation of the State Officers
Scheme Fund's financial statements as well as the adequacy of the systems of intemal

l.

Nothing
Scheme

come to the attentionof the Directors to indicate that the State Officers House Mortgage
will not remain a going concern for at least the next twelve months from the date of this

of the financial statements

The State Officers Housing Mortgage scheme Fund's financial statements were approved by the Board

on 2020 and signed on its behalf by:

1.

Charles Simon Odhiambo Opondo

Ag. Director CSHSFPrincipal

14 lPag
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PORT OF THE AUDITOR.GENERAL ON STATE OFFICERS HOUSE
E SCHEME FUND FOR THE YEAR ENDED 30 JUNE, 2020. STATE

D ARTMENT FOR HOUSING AND URBAN DEVELOPMENT

PORT ON THE FINANCIAL STATEMENTS

ifled Opinion

audited the accompanying financial statements of State Officers House
Scheme Fund set out on pages 16 to 38, which comprise the statement of

ncial position as at 30 June, 2020, and the statement of financial performance,
of changes in net assets, statement of cash flows and the statement of

of budget and actual amounts for the year then ended, and a summary of
ccounting policies and other explanatory information in accordance with

provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
it Act, 2015.1 have obtained all the information and explanations which, to the best

of knowledge and belief, were necessary for the purpose of the audit.

opinion, except for the effects of the matters described in the Basis for Qualified
on section of my report, the financial statements present fairly, in all material

, the financial position of the State fficers House Mortgage Scheme Fund as
at June, 2020, and of its financial performance and its cash flows for the year then

ed in accordance with lnternational Pu
and comply with the Public Finance

for Qualified Opinion

blic Sector Accounting Standards (Accrual
Management Act, 2012.

1 Non-Performing Loans

statement of financial position reflects mortgage interest receivable of
10, 267,863 and long-term receivables from exchange transactions (mortgage

ble) of Kshs.2,677,058,237. However, a review of toans records revealed th-at
totalling Kshs.1 11,087,255 due from six (6) individuals were not being serviced

a had accumulated arrears amounting to Kshs.8,o4o,7o1 as at 30 June, 2020. No
ence of measures taken by Management to recover the loans was provided for

a it and no provision for doubtful debts has been made against the receivables

ln

)

of thc .luditor-Gcnerul on State O.lfic'ers House Mortgage Sc'heme Funtl for the yeor endecl
, 2020 - State Departmcnt /br Hou.sing and [Jrbun Development30



Consequently, the recoverability of loans amounting to Kshs.1 11,087,255 included in

the long-term receivables balance of Kshs.2,677,058,237 and of mortgage interest
receivable of Kshs.10,267,863 could not be confirmed.

2. OverstatedLong-TermReceivables

The statement of financial position reflects an amount of Kshs.2,677,058,237 in

respect of long-term receivables from exchange transactions. However, the supporting
schedule provided for audit reflected long-term receivables amounting to
Kshs.2,508,421,496 as at 30 June, 2020 resulting to an unexplained difference of
Kshs.168,636,741 .

ln the circumstances, the accuracy of the reported balance of Kshs.2,677 ,058,237 for
long-term receivables could not be confirmed.

The audit was conducted in accordance with !nternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the State Officers House tvlortgage Scheme
Fund lVlanagement 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 ! have obtained is sufficient and appropriate to provide
a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

Budget Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts
budget and actual on comparable basis of Kshs.1 ,810,O29,774 and Kshs.873,465,318
respectively resulting to an under-funding of Kshs.936,564,456 or 52o/o of the budget.
Similarly, the Fund spent a total of Kshs.S14,684,136 against an approved budget of
Kshs.1,808,380,000 resulting to an under-expenditure of Kshs.1,293,695,864 or 72%
of the budget. No explanation was provided for the material differences.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Report of the Auditor-General on Stcue Oficers House Mortgage Scheme Fund for the year ended

30 June, 2020 - State Department for Housing and Urban Development
2

a



.l

is for Conclusion

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

ply with ethical requirements and plan and perform the audit so as to obtain
a urance as to whether the activities, financial transactions and information reflected

the financial statements are in compliance, in all material respects, with the
a that govern them. I believe that the audit evidence I have obtained is
S and appropriate to provide a basis for my conclusion

PORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
D GOVERNANCE

clusion

required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
p ures performed, I confirm that, nothing has come to my attention to cause me

believe that internal controls, risk management and overall governance were not

is for Conclusion

audit was conducted in accordance with ISSAI 2315 and ISSA! 2330. The
ndards require that I plan and perform the audit so as to obtain assurance as to

r effective processes and systems of internal control, risk management and
rall governance was maintained in all material respects. ! believe that the audit

idence I have obtained is sufficient and appropriate to provide a basis for my
nclusion.

nsibilities of Management and those Charged with Governance

agement is responsible for the preparation and fair presentation of these financial
nts in accordance with lnternational Public Sector Accounting Standards

rual Basis) and for maintaining effective internal control as Management
rmines is necessary to enable the preparation of financial statements that are free
material misstatement, whether due to fraud or error and for its assessment of

effectiveness of internal control, risk management and overall governance

preparing the financial statements, Management is responsible for assessing the

(

d

F 's ability to continue to sustain services, disclosing, as applicable, matters related
sustainability of services and using the applicable basis of accounting unless
nagement is aware of the intention to terminate the Fund or to cease operations.

nagement is also responsible for the submission of the financial statements to the
itor-General in accordance with the provisions of Section 47 of the Public Audit
2015.

of the Auditor-General on State Officers House Mortgage Scheme Fund for the year ended
June, 2020 - State Departmentfor Housing and Urban Development

3



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 financial reporting
process, reviewing the effectiveness of how the Fund 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 overall
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 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 control 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 control would not necessarily disclose all
matters in the internal control that might be material weaknesses under the lSSAls. A
material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Report of the Auditor-General on State Officers House Mortgage Scheme Fund for the year ended

30 June, 2020 - Stqte Department for Housing ond Urban Development
4



I

use of its inherent limitations, internal control may not prevent or detect
sstatements and instances of non-compliance. Also, projections of any evaluation of

ness to future periods are subject to the risk that controls may become
equate because of changes in conditions, or that the degree of compliance with
policies and procedures may deteriorate.

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

Identify 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.

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

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

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

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

Perform such other procedures as ! consider necessary in the circumstances

municate with the Management regarding, among other matters, the planned
pe and timing of the audit and significant audit findings, including any significant

d ncies in internal control that are identified during the audit

of the Auditor-General on State Officers House Mortgage Scheme Fund for the year ended
2020 - State Departmentfor Housing and Urban Development
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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.

Nancy th ngu
AUDITOR.GENERAL

Nairobi

30 April, 2021

Report of the Auditor-General on State Officers House Mortgage Scheme Fund for the year ended

30 June, 2020 - State Department for Housing and Urban Development
6
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income -external investments 5 75,878,753 71,463,170Fi lance

75,878,753 71,463,170T, rtal r, venue

1,790,352Gfneral expenses 6 2,157,156

7 0 133,600D /PrvvJ rtion

2,157,156 1,923,952T{tal e> penses

69,539,218Sr rplus before tax 73,721,597

Sr 7317211597 69,539,218rplus for the period

l

rh4
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l

rhd

House Mortgage Scheme Fund
Financial Statements

the ear ended June 30, 2020

ATEMENT OF FINANCIAL PERFORMANCE FOR TIIE YEAR ENDED
JUNE 2O2O

set out on pages 25 to 4l forms an integral part of the Financial Statements

statements were approved and signed on behalf of the Scheme management committee

Hinga, CBS

by:

Secretary/

istering the Fund

of Housing &
l

I

.(* lopment

\
Signature Signature

...2p..:.T?.?.--*o

Simon Odhiambo Opondo

Ag. Director/CSHSF

CPA Fredrick Karuen

Accountant/CSHSF

ICPAK, Member 7660

U
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1.

I

LI

Sta

For

Officers House Mortgage Scheme Fund
and Financial Statements
Year ended June 30,2020

ATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2O2O

As sets

Cr rrrent assets

860,041,774Cz sh and cash equivalents 8 655,216,152

rrtgage interest Receivable 9A 10,267,863 13,471,477M

,tal Current Assets 665,1184,015
873,513r51T

Nr rn- current assets

9B
2,674,696,727 2,392,945,293L(

trt
ng-term receivables from exchange
nsactions

Pr cperty plant and equipment l0
2,674,696,127 2$92,945,293Tr rtal Non-Current Assets

N :t Assets 3"340,180,141 3,266,4581544

C rpital Reserves

>vernment ContributionG
3,000,000,000(c rpital iniection) 3,000,000,000

73,721,597 69,539,218Sr Lrplus for the year

266,458,544 196,919,326A
re

:cumulated surplus (capital
;erves)

T rtal net assets and liabilities 3,3401180r141 3,266,458,5.44

les M. Hinga, CBS

Secretary/

Administering the Fund

Department of Housing &

Development

Simon Odhiambo Opondo CPA Fredrick Karuen

Ag. Director/CSHSF Accountant/CsHsF

ICPAK, Member 7660

S

lPageI
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State cers House Mortgage Scheme Fund

For the
and Financial Statements
Year ended June 30, 2020

xII. s ATEMENT OF CHANGES IN NET ASSETS
FOR YEAR ENDED 30 JUNE,2020

3,000,000,000 3,196,919,326Baltnce: s at 30th June 2018 196,919,326

Surplus f< r the period 69,539,218 69,339,218

3,000,000,000 3,266,458,544Balrnce: s at 30 June 2019 266,458,544

Surplus f< r the period 73,721,597 73,721,597

340,180,141 3,000,000,000 3J40,180,141Ballnce: s at 30th June,2020

18lPa ge



State

For the

Charles

Princi

House Mortgage Scheme Fund
and Financial Statements
Year ended June 30, 2020

M. Hinga, CBS

I Secretary/

Simon Odhiambo Opondo

Ag. Director/CSHSF

CPA Fredrick Karuen

Accountant/CSHSF

ICPAK, Member 7660Officer dministering the Fund

State

Signatu

Date.

19lPa

of Housing & Urban Development

Signature -

Date..3.Q

Signature

e

xIII. STATEMENT OF CASHFLOW
2019-2020 2018-2019

Note Kshs Kshs

Cash Iows from operatins activities
5 75,878,753 71.463.170Finan< e lncome

Totalr evenue 75,878,753 71,463,170
Paym :nts
Other rayments 6 (2,157,156\ (1,790,352)

Adlusr ed for
Decrei rse in mortgage interest receivable 9A 3,203,614 3,952,056

2.061,704cash f ows from operating activities 1,046,458
Net ca sh flows from operating activities 76,925,211 73,524,874
Cash lows from investing activities

Mortg rge Recovered S and L 9C
218,249,t65

178,274,573

2L8,249,L66 178,274.573Net ca rh flows used in investing activities
Cash I lows from financing activities

Loans lo Mortgage Scheme (500,ooo,oo0) (300,000,000)
(500,000,000) (300,000,000)Net ca sh flows used in financinq activities

Net de )rease in cash and cash equivalent
1204,825,6231 (48,200,553)

Cash: nd cash equivalents at I Julv 2019 8 860,041,775 908,242,328
Cash r

2020
nd cash equivalents at 30 June

8 655,216,152 860'.041,775

lnlzo Date...3p..'.!):3:.



Original budget Adjustments Final budget Actual on

comparable

basis

Performance

difference

2019-2020 2019-2020 2019-2020 2019-2020 2019-2020

Revenr e Kshs Kshs Kshs Kshs Kshs

Balanc : in the Bank 860,029,774 860,029,774 155,216,152
704,873,622

Funds

from tl

rn short call

re Bank

500,000,000

-500,000,000

Expect

From I

&Rent

:d collection
ilortgage

1s0,000,000 1s0,000,000

218,249,166 -68,249,166

Budget

For the

ed Allocation

Year

800,000,000 800,000,000

800,000,000

1,810,029,774 1,810,O29,774 873,46s,318 935,564,456

Boards

Comm

and

ttees

2,500,000 2,500,000 1,590,000

910,000
Confer

Semin;

rnces and

rS

1,000,000 1,000,000

103,300
895,700

Official

Enterta nment

200,000 200,000

200,000

Travel {

Items

t Sundry 300,000 300,000 L4,940 285,060

Accom nodation 1,s00,000 1, s00,000

243,600
L,256,400

Adverti

Awaren

iement

3SS

400,000 400,000

400,000

$tate fficers House Mortgage Scheme Fund
and Financial Statements
Year ended June 30, 2020

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR
THE PERTOD ENDED 30TH JUNE,2020

For

xrv.

20 lP ge
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200,000 200,000
200,000

P

s
land frinting

800,0o0G ffice Supplies 800,000 800,000

F

€

of
rt

Rlaril and 500 000 s00,000
500,000

10o,000
1

s

r & Mpbile 100,000 100,000

(

(

)uner E

rvtces

rd po$tal s0,000 50,000
50,0@

100,000 100,000t brary S rrviced 100,000

s00,000 500,000 202,787 297,213aining

50,000
upplies

)r coml

& Accbssories

uter 8l Printers

50,000 50,000

30,000
lainten

quipmr

lnce of
nt

30,000 30,000

ank chi rgeS 50,000 50,000 2,529
47,47L

Iembe
nd sub

rrofessi 100,000

ship Ffes, Dues

;criptifns.to

rnal Bddies.

100,000 100,000

'otel E psdilurc
,1t3

83gr,(xro 8.380,m0 2,157,156 6,222,8M

)evel ,pm+nt Budget

512.526,980 L,287,473,O20.oans t( Statel Officers 1,8@,000,000 1,800,000,000

1,gro,mo,mo 1,910,000,000 s12,s26,980 1,287,473,O2OIotrl c:

Dcrydo

pcndfturu
,-anl

.lllP g



State fficers House Mortgage Scheme Fund
and Financial Statements
Year ended June 30, 2020For

xv NOTES TO THE FINANCIAL STATEMENT

1. ENERAL INFORMATION
State Officers Housing Mortgage Scheme Fund is established by and derives its authority

and accountability from The Public Financial Management Act No 18 of 2012. The entity

is wholly owned by the Govemment of Kenya and is domiciled in Kenya. The objective

and purpose for which the Fund was established is to provide a loan Scheme for purchase

or development of property by the State officers.

) TATEMENT OF COMPLIANCE AND BASIS OF PREPARATION
financial statements have been prepared on a historical cost basis. The preparation of

nancial statements in conformity with Intemational Public Sector Accounting Standards
allows the use of estimates and assumptions. It also requires management to

xercise judgement in the process of applying the State Officers House Mortgage Scheme
's accounting policies

financial statements have been prepared and presented in Kenya Shillings, which is the
nal and reporting currency ofthe s Fund

financial statements have been prepared in accordance with the PFM Act and
nternational Public Sector Accounting Standards (IPSAS). The accounting policies adopted

been consistently applied to all the years presented.

PTION OF NEW AND REVISED STANDARDS
Relevant new standards and amendments to published standards effective for the
year ended 30 June 2020

Standard Impact

IPSAS 40:
Public Sector

Combinations

Applicable: 1't January 2020

The standard covers public sector combinations arising from exchange

transactions in which case they are treated similarly with IFRS

3(applicable to acquisitions only). Business combinations and

combinations arising from non-exchange transactions are covered

purely under Public Sector combinations as amalgamations.

22 lP ge
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ear ended June 30, 2020

TO THE FINANCIAL STATEMENTS (Continued)

OPTION OF NEW AND REVISED STANDARDS (Continued)

New and amended standards and interpretations in issue but not yet effective in

the year ended 30 June 2020

Standard Effective date and impact:

IPSAS 41:

Financial

Instruments

Applicable: I't January 2022:

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

cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the guidance.

The model develops a strong link between an entity's risk

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

IPSAS 42:

Social Benefits

Applicable: lt January 2022

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a

reporting entity provides in its financial statements about social

231 age
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Financial Statements

ear ended June 30, 2020

llr. Early adoption of standards

The entity did not early - adopt any new or amended standards inyear 2020

Y OF SIGNIFICANT ACCOUNTING POLICIES
a) ue recognition

i) ue from exchange transactions

of goods

from the sale of goods is recognized when the significant risks and rewards ot
p have been transferred to the buyer, usually on delivery of the goods and when the

of revenue can be measured reliably and it is probable that the economic benefits or
potential associated with the transaction will flow to the entity.

tncome

st income is accrued using the effective yield method. The effective yield discounts

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

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

income each period.

Standard Effective date and impact:

benefits. The information provided should help users of the financial

statements and generalpurpose financial reports assess:

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

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

and

(c) The impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.

e
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House Mortgage Scheme Fund
and Financial Statements
Year ended June 30, 2020

UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

) Budget information

original budget for FY 2016-2017 was approved by the National Assembly on June,
18. Subsequent revisions or additional appropriations were made to the approved budget
accordance with specific approvals from the appropriate authorities. The additional

s are added to the original budget by the entity upon receiving the respective
rovals in order to conclude the final budget.
entity's budget is prepared on a different basis to the actual income and expenditure

sclosed in the financial statements. The financial statements are prepared on accrual basis
g a classification based on the nature of expenses in the statement of financial

, whereas the budget is prepared on a cash basis. The amounts in the financial
were recast from the accrual basis to the cash basis and reclassified by
to be on the same basis as the approved budget. A comparison of budget and

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

addition to the Basis difference, adjustments to amounts in the financial statements are

made for differences in the formats and classification schemes adopted for the

on of the financial statements and the approved budget.

c) Investment property

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 property.

Investment property acquired through a non-exchange transaction is measured at its fair
value at the date of acquisition. Subsequent to initial recognition, investment properties are

measured using the cost model and are depreciated over a 30-year period.

Investment properties are derecognized either when they have been disposed of or when

the investment property is permanently withdrawn from use and no future economic benefit

or service potential 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.

Transfers are made to or from investment property only when there is a change in use.

2slP ge
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S RY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment

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

rment 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 transaction for nil or nominal consideration the asset is initially measured at its

fair value.

) Financial instruments

ossets

recognition and measuremenl
inancial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

are classified as financial assets at fair value thro.ugh surplus or deficit, loans

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

The Entity determines the classification of its financial assets at initial

Loans and receivables

Loans and receivables are non-derivative 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.
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House Mortgage Scheme Fund
and Financial Statements
Year ended June 30, 2020

MMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
ancial instruments (continued)

urity
on-derivative financial assets with fixed or determinable payments and fixed maturities are

fied as held to maturity when the Entity has the positive intention and ability to hold it
maturity. After initial measurement, held-to-maturity investments are measured at

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

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

integral part of the eflective interest rate. The losses arising from impairment are

gnized in surplus or deficit

ofJinancial assets

Entity assesses at each reporting date whether there is objective evidence that a financial

or a entity of financial assets is impaired. A financial asset or a entity of financial assets

s deemed to be impaired if, and only if, there is objective evidence of impairment as a result

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 estimated future cash flows of the

financial asset or the entity of financial assets that can be reliably estimated. Evidence of
impairment may include the following indicators:

changes in arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measuremenl
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Entity
determines the classification of its financial liabilities at initial recognition.

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

borrowings, plus directly attributable transaction costs.
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ARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Liabil ities (continued)

and borrowing
initial recognition, interest bearing loans and borrowings are subsequently measured

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

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

method amortization process.

cost is calculated by considering any discount or premium on acquisition and fees

costs that are an integral part ofthe effective interest rate

liabilities
Entity does not recognize a contingent liability, but discloses details of any

ngencies in the notes to the financial statements, unless the possibility of an outflow of
embodying economic benefits or service potential is remote

assels

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

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

events not wholly within the control of the Entity in the notes to the financial

Contingent assets are assessed continually to ensure that developments are

ately reflected in the financial statements. If it has become virtually certain that an

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

ured reliably, the asset and the related revenue are recognized in the financial statements

f the period in which the change occurs

Nature and purpose of reserves

Entity creates and maintains reserves in terms of specific requirements. The government

bution capital relates to amounts received from National Treasury in the year

i) Related parties
Entity regards a related party as a person or an entity with the ability to exert control

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

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

CEO and senior managers.

S

F
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Y OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of
Kenya and at various commercial banks at the end of the financial year. For the purposes

of these financial statements, cash and cash equivalents also include short term cash

imprests and advances to authorized public officers and/or institutions which were not

surrendered or accounted for at the end ofthe financial year.

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

or reconfigured to conform to the required changes in presentation.

Subsequent events
There have been no events subsequent to the financial year end with a significant impact
on the financial statements for the year ended June 30, 2020.

GNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

preparation of the Entity's financial statements in conformity with IPSAS requlres
to make judgments, estimates and assumptions that affect the reported amounts

revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
of the reporting period. However, uncertainty about these assumptions and estimates

ld result in outcomes that require a material adjustment to the carrying amount of the
or liability affected in future periods. State alljudgements, estimates and assumptions
: e.g

and assumptions

key assumptions concerning the future and other key sources of estimation uncertainty
the reporting date, that have a significant risk of causing a material adjustment to the

ng amounts of assets and liabilities within the next financial year, are described below
e Entity based its assumptions and estimates on parameters available when the
solidated financial statements were prepared. However, existing circumstances and

ptions about future developments may change due to market changes or circumstances
sing beyond the control of the Entity. Such changes are reflected in the assumptions when

occur. IPSAS 1.140

For

4

Useful lives and residual values
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lives and residual values of assets are assessed using the following indicators to
potential future use and value from disposal

condition of the asset based on the assessment of experts employed by the Entity
nature of the asset, its susceptibility and adaptability to changes in technology and

T[re nature of the processes in which the asset is deployed

,$vailability of funding to replace the asset

Qhanges in the market in relation to the asset

sJ



State House Mortgage Scheme Fund
Report and Financial Statements
For the Year ended June 30, 2020

TO THE FINANCIAL STATEMENTS

5. Finance income- external investments

6 General expenses

lash investments and fixed
deposits 8,569,863

Mortgage interest recoverable 53,663,903 50,491,828

25,000Sale of forms (Loanlhouse) 29,000

Other income- interest on credit

balance 13,615,987 20,946,342

71,463,170
Total financial income- external
investments 75,878,753

Board and committees
1,590,000

255,000

Accommodation 243,600 946,979

255,000Conferences 103,300

Transport operating expenses L4,940 175,225

Training expenses 202,787 151,500

Bank charges 2,529 6,648

Total general expenses 2,157,156 1,790352

3rlP ge
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TO THE FINANCIAL STATEMENTS (Continued)

7. Depreciation

8. and cash equivalents

) Detailed analysis of the Cash and cash equivalents

0 133,600Depreciation

Total depreciation 0 133,600

lank 555,2L6,L52 860,041,775

860,041,775fotal cash and cash equivalents 655,2L6,L52

860,041,775

Kenya Commercial
Bank

1t70913962

L55,276,752

500,000.,000

On Call Deposit

KCB

655,216,152
860,041,775

Total cash and cash

equivalents
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TO THE FINANCIAL STATEMENTS (Continued)

9 Receivables from exchange transactions

Receivables from exchange transactions

C. Recoverable S&L

10,267,863 13,471,477

lurrent portion of long-term

eceivables from exchange

ransactions

lotal current receivables 10,267,863 13,471,477

-ong term receivables from
:xchange transactions 2,574,695,727 2,392,945,293

2,674,696,L27 2392,945,293
lotal Long-term receivables from
:xchange transactions

178,274,573vlortgage Recovered S&L 218,249,166

218,249,166 178,274,573fotal Mortgage Recoverable S&L

33 lP ge



0

f-l
la

I

State lcers House Mortgage Scheme Fund
and Financial Statements

For the ear ended June 30, 2020

N TO THE FINANCIAL STATEMENTS (Continued)

9 , plant and equipment

( ost

" July 2019 400,000 400,000

I ,.t 30s June2020 400.000 400,000

I )epreciation

't July 2020 400,000 266,400

I lepreciation in the year 0 133,600

/ .t 30th June 2020 400,000 400,000

I 'et Book values

r st July 2020 0 266,400

1 .t 30th June 2020
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At 30lJunc 2020

10,267,863Receivable r from exchange transactions 10,267,863

Bank balan )es 655,216,152 655,216,152

665,484,015 665,484,015Total

At 30 iJune 2019

Bank falan )es 860,041,775 860,041,775

860,041,775 860,041,775Total

State House Mortgage Scheme Fund
Reports Statements
for the June 30,2020

NOTE$
I

TO FINANCIAL STATEMENTS (Continued)

11. Risk Management
The entlty's vities expose it to a variety of financial risks including credit and liquidity risks The

funds oterall
environtrent

risk management programme focuses on unpredictability of changes in the business

setting

seeks to minimize the potential adverse effect of such risks on its performance by

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

extended to customers with an established credit history.that credit is

The s al risk management objectives and policies are detailed below:
risk(i)

past

The entity
amountS in
as well as

ln

exposure to credit risk, which is the risk that a counterparty will be unable to pay
when due. Credit risk arises from cash and cash equivalents, and deposits with banks,
and other receivables.

Managefnent the credit quality of each customer, taking into account its financial position,
and other factors. Individual risk limits are set based on internal or external assessment

with limits set by the regulations. The amounts presented in the statement of financial
position are of allowances for doubtful receivables, estimated by the entity's management based

on pnor' and their assessment of the current economic environment.
The of financial assets recorded in the financial statements representing the entity's

to credit risk without taking account of the value of any collateral obtained is
made up as
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interest rates.

June 30,2020

NOTES TO E FINANCIAL STATEMENTS (Continued)

FINANCI RISK MANAGEMENT (Continued)

risk (Continued)

The credit

under the fully performing category are paying their debts as they continue trading.

associated with these receivables is minimal and the allowance for uncollectible

exposures wl

amounts that fund has recognized in the financial statements is considered adequate to cover any

potentially amounts

The scheme' committee sets the funds credit policies and objectives and lays down parameters within
which the aspects of credit risk management are operated.

risk

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

entrty on an basis, evaluate and test the design and effectiveness ofits internal accounting

controls

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

instruments

rates which will affect the entity's income or the value of its holding of financial

objective of market risk management is to manage and control market risk
acceptable parameters, while optimising the return. Overall responsibility for

expo

Reports and
ror the Year

To rn

offer

House Mortgage Scheme Fund
al Statements

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

managrng ket risk rests with the Audit and Risk Management Committee

The com s Finance Department is responsible for the development of detailed risk management

policies (subj to review and approval by Audit and fusk Management Committee) and for the day

to day im of those policies

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

and measures the risk.

a) rate risk

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

result changes in interest rate levels. The company's interest rate risk arises from bank

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

ofinterest rate risk
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NOTES TO FINANCIAL STATEMENTS (Continued)

FINAN RISK MANAGEMENT (Continued)

Market risk - rate risk (continued)

Sensitivity is

The entity yses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis.

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

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

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

Using the of the year figures, the sensitivity analysis indicates the impact on the statement of
income if current floating interest rates increase/decrease by one percentage point ascomprehensi

of Kshs 69,539,218: (2018: Kshs 99,291,588). A rate increase/decrease of 5o/o

would result a decrease/increase in profit before tax of Kshs 3,476,967 (2018: 1,985,832).

Capital Risk

The objective

ent

of the entity's capital risk management is to safeguard the scheme committee's ability

to continue a going concern. The entity capital structure comprises of the following funds
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