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TTUryTA BAY COUNTY EXECLITI\/E CAR LOAN AND MOITT'GAGE IIUNI)
Reports nnd Financial Staternents
For the year endcd June 30, 2019

l. KIIY ENTITY INI.'ORiVIATION AND NIANAGEMIIN,T

l) Bacliground information

l'he Homa Bay county Executive car and mortgage loan scheme is a revolving fund established
pursuant to the Salaries and Itemuneration Commission (SRC) circular lumber
SRC/TS/WHI3l14 of 14th Februarl, 2014. Section 167 of the I)r.rblic lrinance Management (I'}FM)
Act 2012 maudates the adnrinistrator of' public luncls with the preparation of annual tinancial
statements.

For proper management of the t-und and as advised by the SRC in the OifoUlaf UndeL the
retbrence, Homa Bay county Executive adoptecl the PFM regulations 2014 to guide irr the
operationalization of the l'und.

Tlie SI{C in its circular rei'erence SRC/ADM/CIR/l/13 Vol.III (l2S) dated 17rh Deoember.20l4
provided guidelines for access of car loan ancl mortgage benefits by state and public officers.
Arising there fi'om, the Homa Bay County Executive approvecl and aclopted the Staff I-oarrs
Policy Paper on December 2016,

'fire lirnd is wholly owned by the count)/ govetnmerlr oI l-lorna Bay Exeoutive ancl is clomicilecl irr
Kenya.

b) Principal Activities

'l'he principal activity/mission/ manclate of the tirncl is to provicle car loans to stafl.

Vision

"To ensLlre better housing to Stafi's and improved mobility at afforclable oost"

Mission

"'fo provide affordable, accessit'lle and sustainable car loans and Mortgage to Floma Bay Cou,ty
Executive staff."

Core Values

'I'he ttrnd trpholds the values of accountability, transparency, excellence, accessibility, integrity.
responsiveness, equity and tearn work.
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"IIXIICUTIVB I,OAN CAR,\\D }IORTGAG}- FL\.D
Iteports and

- For the year
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2. Funtl Administr:rtion Comnr ittec

Position

K'Oriko CEC]-

lr4r. Isaiah O
Mr. G Ouko Illah Couuty

iI) r. David OkeYo CEC-M T'rade.

Deve

Mrs. Beatrice lla CEC-M and

5 Mr Satnson Okumu Fund Administrator

IuclustrY, CooPeratives ancl Enterprise

Economic ancl Service Deli

I

Ref

Ir,lr.Zedde kia M Fund

cl Kc1'Mtrnagement

Nanre
Ivlr. Noah
Mr. Samson Okumu Fund Administratol

Mr. Daniel Owttor I{ead of T
Fr.rnd Accountant

d) Registcrcd Offices

I'.0. Box 469-40-100

Counci I I) uildi n g/l{ouse/P laza

Homa BaY -Rongo Road/FlighwaY

)-ioma Bay, KENYA

1

n

J
,l

Q Fund Contact's

t) Telephone: +254 20 38617565155

rr) E-mail: executive@homabaYlgo'ke
lri Website: www.homabaycounty@' go'ke

i) Fund Bankers

2

Central Bank of KenYa

I'laile Selassie Avenue
P.O, Box 60000
City Square 00200
Nairobi, Ket.rYa

Kenya Comtleroial Bank

Kencom Building, Moi Avenue

P.O. Box 19828 - 00100

Nairobi, Kenl'n

!

Position
Chief Office Econotlic P &Service deli

Mr, Zedclekia M

2lFage

Name
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P , Box 30084

Indcpendent Auditors

itol General
National Audit Ofhce

Towers. University Way

001 00
bi. Kenya

I() Prirrcipal Lcga I Adviser

Attorney General
Law Office
bee Avenue

. Box 401 l2
Square 00200
bi, Kenya

BAY COUNTY GOVERNN,IENT
LOAN CAR AND MORTGAGE FT]NT)

and Financial Statentents
ended June 30, 2019

Equity Bank
Equity Centle, Upper I-{ill
P.O. Box 1234 - 00100
Nairobi, I(enya
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T.IUIVIA IJA Y UU UN'I'Y GOVEITNNIENT
EXECUTIVE LOAN CAR AND MOITTGAGE FUNI)
Iteports and Financial Statements
For thc year ended June 30,2019
FT}NDAD]\{INISTRATOR'S REPORT

it is my pleasure to ptesent, on behalf of the Fund Administration Committee. the County
llxecutive car ancl Mortgage loan furr<l linancial statements for the ),ear enclecl3Oth June 2019.
fhe financial statements plesent the financial performance of the fund ovel the past year.

Sustainability
T'he fund and its stakeholders are increasingly ernphasizing on the need to ensure sustainability
fbr both its investrnents and its resource mobilization and financing capabilities with an objective
t'rf ensuring that the fund's going concem is secured.

'l'he fund has condttcted a basic assessment of available options tbr tbasible filancing tools that
r'vould assllre the fund of its long terrn sustainability. the fund has reviewed its current resource
rnobilization strategies and proposed feasible sustainability financing options.

l{eview of performance

Incomc
flre ttrnd earued interest amounting to KShs. 2,726,765.09 for the period. projects
inlplenientatiorr duling the period was carried out as per the plan with the oooidinatecl efforts by
all stakeholders. The perfonnance was also attributed to an opening cash balance ol Kshs.
3.900,81 1.40 at the beginning the year.

Ilxpenditures
i'he total expenditures during the periocl amounted to KShs. 407,111.39 out oi'rvhich the
adntirristration expenses amounted to KSIis 405,971.39 and finance cost Kshs. 1,20A

Signed:

lianrson Okulnu
ir'und Adrnirristrator

4lilage

-_..:.{ ,...',.#..
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I{OMA BAY COUNTY GOVERI{MI'NT
EXBCUTIVE LOAN CAR AND MORTGAGE FUND
lleports and Irinancial Staternents
For the year ended June 30,2019
li'inancial Perlbrnrance

a) Rcvenue

In the year ended 30th June 2}19,the tund had projected interest income of KShs. 2,726,765.09
Out of the projected revenue, the fund was able to realise KShs. 2.726,765.09 in actual interest
incorne, representin g 1 00% pertbnnance.
In the table below, we pl'esent an analy'sis of revenue perfortnance during the year,.

Revcnue classification Revenue
budget

Actual Realisation
(0/")

Ilcvcnue KShs I(Shs
Transfers frorn County Govt. 0 0

2,726,765.09

0

Interest income 2,726,765.09 100

Other Incomes
'[otal income

576,000 576,000

3,302,765.09 3,302,765.09 100

b) Loans

During the t-rnancial year 2018/2019, the fund disbursed 4 new loans bringing the total loan
beneficiaries to date to 47. This was a 6.78o/o inclease fi'orn the previous financial year.

Cash llorvs

c) Conclusion

I;Y 201812019 was a good 1,ear in general. Good progl'ess was made ancl tire momentum has
been created to enable Flonla Bay Cor.rnty Exeor,rtive car loan lirnd cor"rtinlte on a tra.iectory into
prosperity. We have identified gaps arrd arreas to inrprove on in the sutrsecluent years.

0

in the FY 20 I 812019 , we had a few liquidity disruptions. This was as a result of late
clisbursement f'rom the national treasury hence affecting cleductions and remission of the interest
and principal. The cash and cash equivalents increased from KShs . 199,449.65 as at 3Otl'June
2011 lo KShs. 3, 900,811.40 as at 30tl'June 2018 and I(shs 2,913,345.70 as at 30tl'June 2019.

5l)Pagr-,



For

H BAY COUNTY GOVERNMENT
LOAN CAR AND MORTGAGE FUND

and Financial Statements
ended June 2019

J.

The

RPORATE GOVERNANCE S'I'ATEMIINT

Bay County Executive car and Mortgage loan scheme is a revolving fund established

to the Salaries and Remnneration Commission (SRC) circular number
114 of l4th February 2A14. Section 167 of the Pr.rblic Finance Management (PFM)

Act 12 provides lbr the regulation and adrninistration of ttre Car aud Mortgage Loan Fund. Its

is to provide car and Mortgage loans to members of Executive staff. The fund is

ensuring compliance with regulatory and supervisclry corporate governance

The operations oithe funct are governed by a fund administrator and the fund
to

oornmittee.
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REPUBLIC OF KENYA

OFFTCE OF THE AUDITOR.GENERAL

E n h a n c ing A c coun t a b i I i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON HOMA BAY COUNTY EXECUTIVE CAR
LOAN AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of Homa Bay County Executive
Car Loan and Mortgage Fund set out on pages 7 to 27 , which comprise of the statement
of financial position as at 30 June, 2019, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act,2015.

I do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Unsupported Balance-'Unremitted'

The statement of financial position as at 30 June, 2019 reflects a balance of
Kshs.S,162,176.71 in respect of an item referred to as "unremitted" in the financial
statements. However, the Management did not provide relevant documents to support
the balance including detailed schedules indicating the nature and particular period of the
balance, and the item beneficiaries from which the amounts were recovered.

Consequently, the validity, accuracy and completeness of the balance described as
unremitted of Kshs.S,162,177 could not be confirmed.

2. Unsupported Borrowings

The statement of financial position also reflects a balance of Kshs.16,350,000 in respect
of borrowings as at 30 June, 2019. However, the Management did not provide adequate
documents to support the balance including confirmation of the beneficiaries, the terms
of the loan, the interest receivable and when the recovery is due.

ll

Report of the Auditor-Generql on Homa Bay Cottnty Executive Car Loqn and Mortgage Fund for the year ended
30 June, 2019
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Consequently, the validity, accuracy and completeness of the borrowings of
Kshs.16,350,000 could not be confirmed.

3. Outstanding Loan Balances

As disclosed in Note 8 to the financial statements, the statement of financial position
reflects outstanding loan balances of Kshs.84,967,487.98. The balance includes loan
balances amounting to Kshs.19,579,911 in relation to nine ex-employees whose
contracts were terminated in March, 2019 and who had not paid back their loans.

ln the circumstances, the accuracy, validity and recoverability in full of the outstanding
loans of Kshs.84,967,487.98 could not be confirmed.

4. Unsupported Reserve Fund

The statement of financial position reflects reserve fund balance of Kshs.41,002,583.40
as at 30 June, 2019. However, supporting documentary evidence for the balance was not
provided. Further, the balance has been presented in the statement under current assets
instead of classifying under liabilities of the Fund.

Consequently, the validity, accuracy and completeness of the reserve fund balance of
Kshs.41,002,583 could not be confirmed.

5. Unreconciled Revolving Fund Balance

The statement of financial position as at 30 June, 2019 reflects revolving fund balance of
Kshs.147,500,O00, which, however, varies from a balance of Kshs.151,500,000 shown in
Note I to the financial statements. The resultant difference of Kshs.4,000,000 has not
been explained or reconciled.

Consequently, the validity, accuracy and completeness of the revolving fund balance of
Kshs.147,500,000 reflected in the statement of financial position as at 30 June, 2019
could not be confirmed.

6. Loan Advance to Members

The statement of financial position reflects outstanding loan balances of Kshs.84,967,488
as at 30 June, 2019. However, the Fund administrator did not have in their custody the
title deeds and logbooks which were used as collateral to secure loans advanced to
twenty-six members. Further, other documents such as motor vehicle insurance
certificates, purchase invoices, sale agreements and amortization schedules were not
provided for audit review.

Consequently, the completeness and validity of the outstanding loan advanced to
members as at 30 June, 2019 could not be confirmed.

Reporl of the Auditor-Generql on Homa Bay County Executive Car Loan and Mortgage Fund for the year ended
30 June, 2019
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7. Presentation of the Financial Statements

The Public Sector Accounting Standards Board (PSASB) financial reporting format
stipulates that the reporting entity's annual report should include a list of Board of Trustees
and Management team, passport-size photo, name and a concise description of each
member's date of birth, key academic and professional qualifications and work
experience among other details. However, this information was not provided in the
Fund's annual report accompanying the financial statements.

Further, the financial statements do not have a Board/Fund Chairperson's report,
Corporate Governance Statement, Management Discussion and Analysis, Corporate
Social Responsibility StatemenUSustainability Reporting, Report of Trustees, and
Progress on Follow-up of Auditor's Recommendations.

ln the circumstances, the Fund's financial statements were not prepared in accordance
with the PSASB requirements.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

I do not express a conclusion on the laMulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Disclaimer of Opinion section of my report, ! have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

I do not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the PublicAuditAct,20l5. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit conclusion.

Responsibilities of Management and Fund Administration Committee

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

Report of the Auditor-General on Homa Bay County Executive Car Loan and Mortgage Fund for the year ended
30 June, 2019

3



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 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 cease operations.

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

ln addition to the responsibility for the preparation and presentation of 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.

The Fund Administration Committee is responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the 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.

Aud itor-General's Responsi bilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
lnternational Standards of Supreme Audit !nstitutions (lSSAls) 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. However, because of the matters described in the Basis for Disclaimer of
Opinion section of my report, I was not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these financial statements.

ln addition, my responsibility is 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. I also consider internal control, risk management and governance
processes and systems in order to give an assurance on the effectiveness of internal
controls, risk management and governance in accordance with the provisions of Section
7(1Xa) of the Public Audit Act, 2015 and submit the audit report in compliance with Article
229(7) of the Constitution. However, because of the matters described in the Basis for

Report of the Auditor-General on Homa Bay County Executive Cor Loan and Mortgage Fund for the year ended
30 June, 2019
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of Opinion section of my report, I was not able to obtain sufficient appropriate
evidence to provide a basis for an audit conclusion

independent of Homa Bay County Executive Car Loan and Mortgage Fund
in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical

nsibilities in accordance with the ISSA! and in accordance with other ethical
irements applicable to performing audits of financial statements in Kenya

bi

15 ber,2021

of the Auditor-General on Homa Bay County Executive Car Loan and Mortgage Fund for the year ended
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IIUMA IJAY COUNTY GOVERN\{EN'I'
BXBCUTIVE LOAN CAIT AND MOITTGAGE FUND
lleports and Financial Statements
For the year cnded June 30,2019
4. FINANCIAL STATEMENTS

5.I S]]ATEMBNT OF IITNANCIAL PIIITFORMANCE ITOR,TI.IE YEAR BNDIID 30,',JUNE 2018

3)333,406,44

0

151,,563

5-5 0

3,181,293

\[
': ff-.nAffiting

Nanrc: Mr. Dnnicl On,uor

Rcven ue li'onr non-exchange transtr:tiorrs

llevcnuc li'onr cxchangc transnctions

Interest incorrre 2 2,726,765,09

Other incorne 2 s7.6000

'I'otrtl revcnue 3,302,765.09 3,333,406.44
Ilxllenses

Fund administration expenses and Stafl.(josts 4 405,171.39

Finance costs 4 r.200

Totirl expcnses 107,111.39 152,1 13

Otlrer gains/(losscs)

Gain/(loss) on disposal ol'assets

0 0

() 0

Surplus/( deticit)tbr the period 2,895,593

Adnrinistrator
N:rnrc: Mr.

TlPap,e



IIol\{A I}AY CotiNTY Ii,xECtlTIVIi c;\R LOAN AND MORTGAGE F'trNr)
Iteports and Financial Statements
ITor the r ended June 30, 2019

5.2 STA'IEIIENT OI,'FINANCIAL POSITIONAS AT 30 JtrNE 20te

Assets
urrcnt assets

luomitted 3 1 -5.162.176.71 17.,17 s. 755.0O 
I

3

5

8

16,350.000 6.776.-563.0()

3,900,011.-10Llash an<l cash equivalents

Clutstandins Loan Balances

Reserve fund
Total

Non-currerrt assets

T<ltal assets __.1__!!9,39!,s2lJ!f ls0.zs2.3l8
!

0 0

L,iabilities
' Curn'ent liabilities

0 0
Non-current liabilities

0
l'otal Iiabilities 0

J,let nsscLs
79 18

Reprcsented Bv
Rcvolving F'und 9

Jqc-u*4{9q_qurd!!_ _'l'otal
ru ilr'

'l'ltc trccounting policies and explaliatory notos to these t-inancial statentcllts tlrrn 6n iptcgral part of tlic
f'irlarrcial staterretlts. The entity financial staterneuts were approved orr 20l g ind iigned Lry':

0

\ ^.." tq/t...,!

\ .\\ lr.
I

'l

iAdministrator of the
N'arnc: Sanrson O

.!...c-4,4 r !:.c.4',.--4qrnrd Head ol"['reirsu ry Accounting
Nrrme: Daniel OwuorNDADi\,llr.rtlil'ilA

8l['age

2.913.3,t5.70

8.4.96'.1J187.99 tt 
1 22.0q9.998.60

1 83.40

150,.12t,se.!J0

0 0

I

147 111

70

70_L_ l5(),691,293

/j: "r;



IIUMA IJAY COUNTY EXECUTIVE CAR LOAN AND MORTGAGE FUNDIlcports and Financial Statements

Lq

For the r ended June 30 2019

5.3 STATEMENT OF'CHANGES IN NET ASSETSAS AT 30 JTINE 2018

Surplus/(delicit) for the period

Funds received during the year

Revaliration gain

Ilalance as at 30 .Iune 20I9

,ti i; ,

l45,73ri..rN r

-3,763,',i06^5i,,

(l

3,9()0.0:11

_[-.-.:-..]
Lr

2,89_5.-59-i.7, r

{i

150.395,593.7{l

Head of Treasurl,
Accounting

Namc: f)arriel
Owuor

\
l,

)
1

I

Arl nr ilristration of the
Nanre: Samson OI<unru

\'i...

llalarrcc as tt I .Iuly 2017 0 -I,761 ,519

3,181,293 0 0
Ii'rrr:ds reccived during the year. 0 0
Itevaluation gain

0

0 0 0
llalnncc as at 30 June 20lg 3,900,011 0 0

Balanccr as at I July 20tg 147,500,000 (, 0
S urylus/(defi cit)fbr the period 2,995,593.70 0 0

0 0 0

0 0

150,395,593.70 0 0

ll;ir,,,cr.,".,."" ' ' ,"'l'

i\D|l{ilhlls'i l'iA'{ ( 'Ji 
?,

9f['age

, 'i'{,1

l1

ii

. , ,KShs

147,500,000



HUMA BAY COT]N'[}' GO\,'r]RN}IIJNT
EXECI]TI\/E LOAN CAR AND }IOR'I'GAGE, FT;ND
Ilelrorts antl L'in:rncial Statements
For the yetr cnded June 30,2019

)l

5.1 STATUMEN'T OF CASHFI-OWS }'OR THE YIiAII. ITNDED 30 .ITINII 2019

Cash florvs li'om operating activities

Receipts

Borlowings ( I6.:i50.000)

Aclministrative Expenses (405.97r.39)

Finance (losts (1,200)
Intcrest received 2^726,765.09 3.333.406

Activiti CS (I4,030,406.30) 3,181,2

itics

(

4

-i

Loans f)isbursed 10 
r

6l

0 90.000.000

( 10.000,000) (99.000.000)

23.042.941 16.797 .671.7 5

-1

Loan Rcpayrnents

llorvs used in financing lctivitics 0rl----r-r!,_0.r2,e1L00
(987,465.30)

ryryiry'19 199.149.6s

ls r __2211f1s. '7$ 3,9()0,8tr1.40

\I1 1)

Adrninistra thc Furrd
Nilurc: Sarns

l0 lPege,

..,;,,'

llenil of Trcir.su rv Accounting
Nanrc: Daniel C)wuor

I

I--r--
I

t
+

.) 0

1

L _t_
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I(epoi'(s :rrxl i,'iir:rrrci:rl Sl:r(t:lrrrlrls

.AND ;ICTIIAL AX'IOUNTSFOR TIIE IIERIOD El,lDBD 3otr'JUNE

Head of Treasury Accounting
Name: Daniel Orvuor

Administrator of the
Name: Samson Okumu

2019

Revenue KShs KShs KShs KShs
interest income 2,726,765.09 0 2,726,765.09 2,726,765.09 0 100

Other income 576,000 0 576,0A0 576,000 0 100

Total income 3,302,765.09 3,302,765.A9 3,302,765.09 0 I00

Expenses

Fund administration expenses 405.971.39 0 405,97t.39 405,971.39 0 100

Finance cost i,200.00 0 1,200.00 i,200.00 0 100

Total expenditure 407,171.39 0 407,171.39 447,fi1.39 0 100
Surplus for the period 2,895,593.70 0 2,895,593.70 2,895,593.70 0 100
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HOMA BAY COUNTY EXECUTIVtr CAR AND MORTGAGE LOAN FUNI)
Reports and Financial Statenrents
Ior the year entled June 30 ,2019

5.6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Staternent of compliance and basis of preparation

The Funcl's financial staternents have been prepared in accordance with and conrply rvith
International Public Sector Accounting Stanclards (IPSAS). The financial statements ar.e
presented in Kenya shillings, which is the fbnctional and reporting currency of the Fr.rnct. 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 statenrent is prepaled using the direct rnethoc1.'fhe frnancial
staternents are prepared on accrual basis.

2. Adoption of new and revised standartls

a) Rclevant new standards antl amendnrents to published stanclards efl'ective for the
year encled 30 June 2019

b) Ncw antl :rmencled standards and intcrpretations in issue but not yet ofl'ective in the
year ended 30 June 2018

Applicable: I January 2019:
The standard covers public sector conrbinatiorrs arising fi.orrr exolrange
transactions in rvhich case they are treated sirnilarly u,ith IFRS
3(applicable to acquisitions only) Business cornbinations and
combinations arising fi'om non-exchange transactions which are
oovered under Public Sector combinations as amal ions.

c) Early arloption of standards

The fund did not early - adopt any lrew or amended standarcls in year 20l g

Standard Effective date anrl impact:

IPSAS 39:
Employee Berrefits The objective to issue IPSAS 39 was to oreate convergence to changes

in IAS l9 Employee benefits. The IpsASB needed ro cr.eate
corlvergence of'll']sAS 25 to the arnendments done to IAS I9.The rnain
objective is to ensure accurate infbrmation relating to pension
liatrilities arising tiorn the defined benefit scheme by doing away with
the corridor approach.

Applicable: l't January 2018

Standard Effective date and irn ct:
IPSAS 40: Public
Sector Combinations

12 lXlag,.e



HOMA BAY COUNTY EXECUTIVE CAII AND MOTITGAGE LOAN I-UND
lleports and Financial Staternents

_EqI llte year ended June 30, 2019

SUMMARY OF SIGNITICANT ACCOTINTING POLICIES (CONTINUED)

3. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entitics

Revenues frorn non-exchange transactions with other government entities are measured at fhir

value and recogrrized on obtaining control of the asset (cash, goods. services and propefty) if
the transfer is fi.ee from conditions and it is probable that the ecottomic benefits or service

poterrtial related to the asset will flow to the entity and can be meaSured feliably.

ii) Revenue from exchange transactions

Interest income

lnterest income is accrued using the effective yield rnethod. The effective yield discounts
cstimated 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.

4. Budget inlbrmation

The Horna Bay County budget is prepared on a different basis to the actual incorne and

expenditure disclosed in the financial statements. The financial statements are prepared on
accrual basis using a classification based on the nature of expenses in the statement of
finaricial perfbrmance, whereas the budget is prepared on a cash basis. The amounts in the
financial statements were recast frorn the accrual basis to the cash basis and reclassified by
presentation to 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 statement of comparison of budget and actualamounts.

In addition to the Basis diff'erence, acl.iustments to amounts in the financial statements are also
made tbr differences in the fbrmats and classification schemes adopted for the presentation of
the lirrancial statements and the approvecl budget.

A statement to reconcile the actual amounts on a comparable basis included in the staternent
of cornparison o1'budget and actual arnounts and the actuals as per the statement of financial
performance has been presented in page l2 of tliese financial statements.
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HOMA BAY COUNTY EXECUTIVD CAR AND MORTGAGE LOAN FTJND
Reports and Financial Statenrents
For the year entled .Iune 30,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

5. Property, plant and equipmcnt

All property, plant and equipnrent are stated at cost less accurnulated depreciation and
irnpairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the iterns. When significant parts of properly, plant and equiprnent are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and

depreciates thenr accordingly. Likewise. when a major inspection is performed. its cost is
recognized in the carrying arnount of the plant ancl equiprnenl as a replacentettt ii the

recognition criteria are satisfied. All other repair and rnaintenance costs are recognized in
srtrpltts or deflcit as incurred. Where an asset is acqr,rired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

6. Intangible assets

Intangible assets a<;quired separately are initially recognizecl at cost. 'Ihe cost of intangible
assets acquired in a non-exchange transaction is their flair value at the date of the exchange.
Following initial recognitiorr, intangible assets are carried at cost less any accumulated
amortization and accumulated irnpairment losses. Internally 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.

l"he trseful life of the intangible assets is assessed as either finite or indetinite.

7. Financial instruments

Finarrcial assets

Initi:rl recognition and measurernent

Financial assets within the scope of IPSAS 29 Financial Instrunrerrts: Ilecognition and
Measttrement are classified as financial assets at fair value through surplus or deficit, loans
ancl receivables, held-to-maturity investments or available-fbr-sale financial assets, as
appropriate. T'he Entity determines the classification of its financial assets zrt initial
recogrrition.

Loans and receivables

Loans and receivables are non-derivative financial assets rvith f ixed or detenninable
payments that are not qttoted in an active market. After initial lneasurelnent, such tinancial
assets al'e strbsequently tne:rsured at amortized cost using the effective interest method, less
irupairntent. Amortizecl cost is calculated by taking into account any disconnt or prenriurn on
acquisition and fees or costs that are an integral part of the effective interest rate. l,osses
arising from impairnrent are recognized in the surplus or deficit.

14 1['age



HOMA BAY COUNTY EXECUTIVE CAR AND MORTGAGE LOAN FUND
Reports aud Financial Statements
For the yca r enrlcd June 30,2019

SUIVIMARY OF SIGNIFICANT ACCOUNTING I'OLICIES (CONTINUED)

Held-to-nttiurilst

Non-clerivative firrancial assets with fixecl or determinable payrnents and t-rxed maturities are

classified as held to maturity when the Entity has the positive intention and abiliry to hold it

to maturity. After initial measllrement, held-to-tnatttrity investnrents are tneasttred at

amortizecl cgst using the effbctive interest methocl, less impairment. Amottizied cost is

calculated by takinglnto account any discount or pretnium on acquisition and fees or costs

that are an integral part of the effective interest rate. The losses arising frorn irnpairment are

recogrrized in sr,rrpltts or deficit.

Impo irment ot' financiul assets

The t-und assesses at each reporting date whether there is objective evidence that a financial
asset or a fund's of financial assets is irnpaired. A financial asset or funcl's of financial assets

is deerned to be impaired if and only if, there is objective evidence of irnpairrnent as a result
of one or more events that lras ocourred after the initial recognition of the asset (an incurred
'loss event') and that loss event has an irnpact on the estirnated future cash florvs of the

tinancial asset or the entity of financial assets tlrat cart be reliably estirnated. Evidence of
impairnrent rnay irrclude the following indicators:

changes in arrears or economic corrditions that correlate with defatrlts)

I?inu nciul I iabi lities

I n ilial recogn ilion and nteas urement

Finarrcial liabilities within the scope of IPSAS 29 are classified as t'inancial liabilities at fair
value through surplus or deficit or loans and borrorvings, as appropriate. '['he Entity
detennines 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

bouowings, plus directly attributable transaction costs.

Lotrns ttrul borrowirtg

After initial recognition, interest bearing loans and borrowings are subsequently nreasured at

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

or deficit when the liabilities are recognized as well as through the effective interest rnethod

amortization process.

Arnortized cost is calculated by taking into account any discount or premiurn ott acquisitiorr

arrd fees or costs that are an integral parl of the effective interest rate.
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HOIVIA I}AY COUNTY EXECUTI\-E C-.I.R -{\D }IORTGAGE LOAN FUNDReports and Financiat Statentcnts
For the year ended Ju ne 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Inventories

Inventory is measured at cost upon initial recognition. To the extent that irrventory was
received through non-exchange transactions (lbr ni cost or for a nominal cost), the cost of the
inventory is its fair value at the date of acquisition.

Costs incurred in bringirrg each product to its present location and conditions are accourrtedIbr, as follor.vs:

of manttfacturing overheads bised on the normal operating capacity, but excludingborrowing oosts

After initial recognition,- inventory is measured at the lower of cost and net realizable value,I-lorvever, to the extent that a clasi of inventory is distributed or deployed at no charge or fora nominal charge, that class of inventory ij measured at the lower of cost a:rd current
replacement cost.

Net realizable value is the estimatecl selling price in the orclinary colrrse of operatiorrs, less theestirnated costs of cornpletiott and the estimated costs necessary to make the sale. e.xchange,
or distribution.

lnventories are recognized as an expense when deployed for utilization or consumption i1 theorclinary course of operations of the Furrd.

9, Provisions

Provisions are recognized when the fund has a present obligation (legal or constructive) as aresult of a past event, it is probable that an outflow ofr"rorr..s ernbodying econonric
benefits or service potential 

_will be required to settle the obligation and u r.rtiu6t. estimate
can be made of the alrount oflthe obligaiion.

I'l:_lt-:'l"Iuttd expects some or all of a provisior.r to be reirnbursed, for example, under anlnsurance contract, the reimbursement is recognized as a separate asset oniy when thereirnbursement is viftually certain.

The expense relating to any provision is presented in the stateurent of financial performance
nc't of any reirnbursement,

Cont i ngent li ab i I it ies

The fund does not recognize a contingent liability, but cliscloses cletails of any contingenciesin the notes to the flnancial staternents, unless'ihe possibility of an outflorv of resources
enrbodying economic benefits or service potentiar is remote.
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I{OMA BAY COUNTY EXECUTIVE CAR AND IVIORTGAGE LOAN FUNI)
Reports ancl Financial Statements
For the year ended June 30, 2019

SUMMARY OF SIGNIFICANT ACCOI.INTING POLICIES (CONTINUED)

Contingcnt assa/s

The Florna Bay County executive Car and Mortgage fund 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 uncefiain future events not wholly within the control of the

Entity in the notes to the financial statements. Contingent assets are assessed continpally to

*rrui. that developments are appropriately ret)ected in the financial statements. If it has

become virtgally certain that an inflow of ecorrornic berretjts or service potential will arise

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

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

10. Nature an<l purpose of reserves

The fund creates arrd maintains reserves in ternrs of specific reqltirements.

11. Changes in accounting policies and estimates

The Fund recognizes the effects of changes in accountingpolicy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is

irnpractical.

12. Employce benefits- Retirement benelit plans

Det-rned benefit 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 lutnp sum paytnents or
increased future contributions on proportional basis to all participating ernployers. "fhe

<;ontlibutions and lunrp sum payments reduce the post-enrployrnent benefrt obligation.

13. Foreign currency transactions

Transactions in fbreign ourrencies are initially accounted fbr at the ruling rate of exchange on

the date of the transaction. Trade creditors or debtors denorninated in fbreign currency are

reported at the statement of financial positiorr reporting date by, applying the exchattge rate on

that date. Excharrge differences arising ftom 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'

l'7 1tr]age
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HOMA BAY COUNTY EXECUTIVE CAR AND MORTGAGE LOAN FUND
Reports and Financial Statements
For the year ended June 30,2019

SUMMARY OF SIGNIF'ICANT ACCOTINTING POLICIES (CONTINUED)

14. Rorrorving costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

equipment. Such borrowing costs are capitalized over the period during which the asset is

being acquired or constructed and borrowings have been incurred. Capitalizatiort ceasos when

co,rJrgct-iop of the asset is complete. Furtherborrorving oosts are charged to the'statement of
financial perfbrmance.

15. Related parties

The fund 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.
Mernbers of key management are regarded as related parties and comprise the Fund
Adrninistrator and the Fund Acconntant.

16. 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 ttrree months or less, u,hich are

readill, convertible to known amounts of cash and ale subject to insignificant risk of changes

in value. Bank acconnt balances include amounts lield at the Central Bank of Kenya and at

various commercial banks at the end of the financial year. For the purposes of these financial
statelrents, cash and cash equrivalents also include short tenn cash imprests and advances to
authorised public officers and/or institutions which were not surrendered or accounted fbr at

the end of the llnancial year.

17. Comparative figures

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

18. Events alter the reporting periotl

'['here were no material adjusting and non- adjusting events after the reporting period.

19. Ultimate and Ilolding Entity

The Homa Bay County Carr and Mortgage is a County Public FLrnd established b1, Section

167 of the Public Finance Managenierrt (PFM) Act2012.Its ultimate parent is the Homa Bay
County Executive.

20. Currency

The financial statements are presented in Kenya Shillings (Kshs.).
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HOMA BAY COTINTY EXECUT'IVE CAR AND MORTGAGB LOAN FUNDReports ancl Financial Statements
For the ycar en {ed June 30,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIBS (CONTINUED)

21. significant judgments ancl sources of estimation uncertainty

The preparation of the I-Iorna Bay Executive car ancl Mortgage financial statenrents incontbrmity rvith IPSAS requires ,ru,.,ug"r,lant to make judgrnents. estir,ates ancr assu,rptir-r,s
that. affect the reportecl amounts oir"u"nu.s, expenses, assets and liabilities, anct thedisclosure of corrtingent liabilities, at the end. of the'reporting period. However,,uncertainty
about these assutnptions and estimates could result in ourcomes that require a material
adjustment to the caruying antount of the asset or liability affected in future p.rio,lr.

Ilstimates and assumptions * The key assumptions ooncerning the future ancl other keysotlrces of esti,ration uncertai,ty at the reporting date. that t au, nlignificant risl< of causing alnaterial ad-itrstrnent to 
the carrying arnounts of assets ancl Iiabilities within the next financialyear' are described below' The funcl ba.sed its u*rrrplions ano estimates o, parametersavailable when the consoliclated financial statements'*.r" pr"pured. Howevei, existingcircumstances and assutnptions about future o.u.top,r"nil ,roy change due to nrarketchanges or circumstances.arising beyond the control orine rnlity. Such clranges ar.e reflectedin the assumptions when they oJ.rr.'lpSes L 140.

Usetul lives ancl residual villues

The usethl lives and residual values of assets are assessecr using the lbllowing inclicators toinfbrrr potential future use and value frorn disposal:

processes

Provisions

Plovisions are measul'e.cl at the.managernent's best estirnate of the expenditure requireci tosettle the obligation at the repofting die, and are discoqnted topresent value where the effbctis material.
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I{OMA I}AY COUNTY EXECUTIVE CAR AND MORTGAGE LOAN FUND
Reports and Financial Statenrents
For the year cn ded June 30,2019

I

SUMI\{ARY OF SIGNIFICANT ACCOUNTING POLICItrS (CONTINUED)

22. Financial risk management

'lhe Fund's activities expose it to a variety of financial risks including credit and Iiquidity
risks and eff'ects of changes in foreign currency. The Funcl's overall risk nranagement
prograrnme focuses on unpredictability of clranges in the business euvironment ancJ seeks to
rninirnise the potential adverse effbct 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.

T'lre Fund's t'inanoial risk raanagement objectives and policies are detailed below:

a) Credit risl<

'Ihe Fund has exposure to credit risk, which is the risk that a counterparty will be unable to
pay zurounts in full when due. Credit risk arises t'rom cash and cash equivalents, and cleposits
witlr banks, as well as trade and other receivables ancl available-for-sale financial
investments.

'fhe Furrd Management assesses the credit quality of each Stal'f, taking into account its
trnancial position, past experience and other flactors. Individual risk limits are set based on
internal or external assesstnent in accordance with lirnits set by the directors. The arnounts
presented in the statement of financial position are net of allowances for doubtful receivables.
estimated by the company's management based on prior experience and their assessment of
the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the
entity's maxitnum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:

Receivables fi'om non-exchange
transactions

At 30 June 2019
Receivables li'ont transactions

Bank balances 2,913,345.70 2,913,345.70
't'otal

At 30 June 2018
Receivables tronr exchan transactions 0 0 0 0
I{eceivables tiorn non-exchan ge
transactions

Bank balances 3,900,81 I .40 3,900,01 I .40
Total 3,900,811.40 3,900,011.40
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I{OMA BAY COUNTY EXECUTIVE CAR AND MOIITGAGE LOAN FUNI)
Reports and Financial Statements
For the year enclecl June 30,20lg

SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES (CONTINUED)

The Staff underthe fi"rlly perfbnning categor),are paying theirdetrts as they continuc tracling.
The credit risk associated with these receivables is rninimal and the allowance fbr
uncollectible antouttts that the company has recognised in the financial statements is
considered adequate to cover any potentially irecoverable amounts.

The entity has significant concentration of credit risk on alnounts rlue from customers.

The Fund management sets the F'und's oredit policies and ob.iectives and lays down
parameters within which the various aspects of credit risk management are operated.

b) Liquidity risk managemeut

Ultimate responsibiliJv for liquidity risk managenrent rests with the Fund Aclministrator. who
has. built an appropriate liquiclity risk lnanagement fianrework fbr the management of the
entity's short, medium and long-tenn funding and liquidity managenlent requiremepts. Theurtity tnanages liquidity risk through continirous monitoring of forecasts and actual cash
f'lows.

l-he table below represents cash f'lows payable by the Fund uncler. norr-,Jerivative flnancial
liabilities by their retnaining contractilal maturities at the reporting date. The arroults
disclosed in the table are the contractual undiscounted cash f'lows. Balances due within l2
months equal their carrying balances, as the irnpact of cliscounting is not significant.

0

0

0

At 30 June 2019
'Irade payables 0 0 0

Current portiorr of borrowings 0 0 0 0

Provisions 0 0 0 0

Ernployee benefi t obligation 0 0 0 0

Iotal 0 0 0 0

r\t J0.Iurre 2018

'l-rade payables 0 0 0 0

Current portion of borrorvings 0 0 0 0

Provisions 0 0 0 0

Ernployee bene{'it obl igation 0 0 0
'f otal 0 () 0

lt
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HOMA BAY COUNTY EXECUTIVE CAR AND MORTGAGE LOAN FUND
Reports and Financial Statements
For the vear ended June 30,2019

a

SUMMARY OF SIGNIFICANT ACCOU}{TING I'OLICIES (CONTINUED)

c) Market risk

The board has put in place an internal audit function to assist it in assessing the risk fbced by
the entity on an on-going 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 itrterest rate, 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 ieturs.
Overall responsibility fbr managing market risk rests with the Audit and Risk i4arragement
Cornmittee.

Ihe Fund's Management is responsible for the development of detailed risk rranaget.nent
policies (subject to review and approval by Audit and Risk Managemerrt Cornmittee) ind for
the day to day irnplementation of those policies.

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

lr
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For the year encled Ju ne 30, 2019

SUMMARY OF SIGNIFICANT ACCOI.INTING POLICIES

d) Capitat risk managcment

The objective of the Fund's capital risk management is to safeguard the Funcl's ability to
continue as a going concenl. The entity capital structure .o,rprir., of the following funcls:

3.041,989

Ilevaluatiorr reserve
0

Revolving fund 147,500,000 147,500,000
Accumulated surplus 2,895.593.70 3,I 81,293
'fotal lirntls 150,395,593.39 150,691,293

1'otal borrowings 16,350,000 6.945,000
Less: cash and bank balances 2,913,345..70 3.900.100
Net debt(excess cash ancl cash equival ents) 17,436,654.30

Gearing l32,g5g,g3g.0g 147,636,304
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HOIVIA BAI' COUIiTY BXI}CUTIVII CAR AND }IOR]'GAGI' LOAN FTIXIIRcports and Financial Statements
e Year en ded Junc 30,2079

5.7 NOTBS TO THE FINANCIAL STATEIIIT]NTS

I. Iransfers from County Government

lrorn County Ciovt.

Ila.v-nrents by County on behalf of the entity'

L
I

I

90.000,000

Total

2. Interest inconre

income fi.om loans(mortgage
icar loans)

lncome /Remittance
Comrnissiou

intcrest incolne

3. Other Receivables

2.726.765.09 3,333,406..1,1

576.000
__o l

3,302,765.09 I 3,333,406.44 
I

23.042.941 16.7e7.674.75

5,162,176.71 17 .17 s.755.00

16.350,000 6.776.563.00l

90,000,000 I

44.555,117. 41,0.19,992.

4. Expense.s and Other StalT Costs

Admirristrative expenses

F'inance costs

24fPagc
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107,17t.39 152,113
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tlo}fd BAY COUNTY IIXECUTIVE CAR AND }IOI{TGA(}E LOAN FIjND
lleports and I,'innncial Statemonts
For the vear ended June 30,2019

NOTES TO THE FINANCIAI, STATEMENTS

5. Cnsh and cash equivalents

C'urrent aocount 2,913,345.

'l'otal cash and caslt equivalcnts 2,913,345.70

analysis of the cash and cash ecluivalents are as ft'rllorvs:

Current account

Total

6. Receir':rbles from exchange transactions

(.1urreut Receivables

Interest receivable

3.900.011

3,900.011

3,900,01 I

3,900,011

2.726.76s.09 3,333.406

Current loan ents duc

Other debtors

Less: ent allowance
'I'otal Current receivablcs

Non-Cu rrent reccivables

'I'otal Non-current receivnbles
Totsl reccivables li'onr

5.162,176.71 30.940.()23

0 0r

transactions

0

7,888.94I.71

0

0

7,888,9.{1.71 3{,273,.{30 I

i

Ecluity Bank 098026569s5 I 0 2.913,345.70

I tern'l loan due
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HOMA BAY COUNTY IIXECUTIVE CAR AND MORTGAGE LOAN FUNI)
Ileports and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS

7. Caslr genernted lionr operations

8. Outstalrding Loan

9. Revolving Fund

Surplus for the year belbre tax ?,895,593.70 3,r81,293

Adjusted lbr:

Depreciation
0 0

Gains/losses on disposal of assets 0 0
Interest income 2,726,765.09 3,333,406
Finance cost 1.200 550
Working Capital atlj ustments

Decrease in inventory 0 0
(lncrease )/Decrease in receivables 0 0

Increase in payables 0 0

Nct cash llorv fronr oper:rtin g activities 5,622,359.70 3,332,956

Outstanding Loan 84,967,497.99 122,099.999
'Iotal

84,967,497.99 l22,0gg,ggg

Revolving fund I _s l,500,000 147,500,000

Total 151,500,000 147,500,000

2611, a u e
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I{OMA BAY COUNTY EXECUTIVE CAR AND MOITTGAGE LOAN FUNDReports and Financial Statements
For the year cnded June 30,2019

10. Loan Disbursed

Loan Disbursed I0,000,000 6,000,000
Total 10,000,000 6,000,000

11. Refund Of Fund Borrowed

r 1 .10.2019
10,950,000

r1.t0.2019
9,500,000

Total
20,350,0()0

/
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