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Commodities Fund Stafl Mortgoge and Car Loan Scheme
Annual Report and Financial Statemenls For the !,ear ended 3Uh lune 2021

I. ABBREVIATIONS, ACRONYMS AND GLOSSARY OF TERMS

A. Abbrcvietions And Acronvms

BoT Board of Trustecs

CEO Chief Executive OfTicer

CBK Central Bank of Kcnla

ComFund Commodities Fund

FUND Commodities Fund StafT Mortgage and Car loan F'und

ICPAK lnstitute of Certified Public Accountants of Kenya

IPSAS Intemational Public Sector Accounring Standards

MT Managtng Trustee

NT National Treasurl

OCOB Olflce of the Controller of Budget

OAC Office of the Audrtor Ceneral

OSHA Occupational Saf'ery and tlealth Act of 2007

PFM Public Finance Management

PPE Property Plant & Equipment

PSASB Public Secror Accounting Standards Board

B. Glossrrv of Terms

Fiduciery menrgement- Members ol management entrusted drrectly with thc responsrbility
and trust for the organisalion linancial resources.
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2. KEY FUND INFORMATION AND MANAGEMENT

a) Background information
Commodities Fund StafT Mongage and Car l-oan Fund is establishcd by and derives its
authority and accountability from the provisions under Section 84 (l ). Section 24 (4-7) of the

PFM Acts. 2012 National Gor,emment and Section 127 ( l) (2) of the PFM (National

Govemment) Regulations. 201 5.

The Commodities Fund StaU'Mo(gage and Car [,oan Fund was established in March 201 8 as

a revolving Fund pursuant to the Salaries and Remuneration Commission (SRC) Circular Ref.

No. SRC/ADMiCIR/l/13 Vol. Ill (128) of l Tth December 2014 on Mortgage and Car Loan

Schemes lbr State Otficers and other Public Ol licers ol Govemmenl of Kenya, rvith the

objective olproviding a loan scheme lor the purposes ofacquisition motor cars and residenlial

properties lor stalT

The Fund is wholly owned by Commodities Fund and is domiciled in Kenya.

b) Principal Activities
The principal activity ofthe Fund is to provide:

i) Mongage loans to ComF-und Stafl' fbr the sole purposes ol':

a) Purchasing Land and Construction

b) Purchasing and existing residential Propeny

c) Conslruction. renovation and or improvement of existing mongage property.

d) 'fakeover loans and existing mortgage or equitl' release on existing residential

property

ii) Loans tbr acquisition ol molor car for the personal use by ComFund Staff'.

The Fund is administered by the Commodities [:und Staff Mortgage and Car l,oan Advisory
Committee. T'he committee is charged with the responsibility of processing loans liom
applicants in accordance with laid down approved regulations, setting up a revolving Fund fbr
the disbursement ofloans. and supen'ising the day-to-day operations ofthe Fund.

The fund administrator is responsible lbr the day-to-day operalions.

c) THE FUND MANAGEMENT COMMITTEE
The Fund's Secrelariat and the administrator are drawn from ComFund but its management is

under the lJousing Finance Corporation. Corporative bank and the F'amily Bank. 'l'he role of
the banks is to manage the fund and provide administrative senices lbr the fund.

SN Position Name

Chairperson Jane W. Kimani

2 Committee Member Nesline Gechuki Okiko

, Committee Member Godfrey Kinyua Muriithi

l
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SN Position Name

4 Committee Member Roseline Wambura

5 Fund Manager/Administrator Ms. Rose Ndiritu

6 Fund Accountant Mr. Silas Nyaga

lv
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SN Position Name

I Fund Manager/ Administrator Ms. Rose Ndiritu
2 Fund Accountanl Mr. Silas Nyaga

Key Fund and Information Management (Continued)

d) Key Management

e) Fiduciary OversightArrangements
SN Position Name
I Managing Trustee Ms. Nancy C. Cheruiyot. The Managing Trustee

2 Intemal Audit Mr. Edwin Okiah , Head, Intemal Audit

3 Staff Mortgage and Car

Loan Management

Committee

Ms. Jane W. Kimani Head of Debt Collection
(Chairperson)

4 Staf'f Mortgage and Car

Loan Management

Committee

Ms. Rose Ndiritu. Head. Human Resources and

Administration (Fund ManageriSecretary)

5 Fund Accountant Ms. Silas Nyaga Njagi. F-inance Manager

e) Fiduciary Oversight Arrangements

The Fund has developed key fiduciary oversight arrangements in all areas ofoperations as follows:

i) Finance and Audit Activities

The Fund has developed key policy to guide administration of Morlgage and Car Loan which
complies with the requirements olthe Public Financial Management Act 2012 and SRC Circular
Rel. No. SRC/ADM/CIR/l/13 Vol. III (128) of lTth December 2014. Annual capital requirement

of the Fund is factored in ComFund budgets approved by BoT and thereafler approved relevant

govemment agencies befbre inrplementation. Bank accounts are opened with the authority of the

National Treasury and operated by olficers appointed by the Board of Trustees of Commodities
Fund. lnternal controls in place do not allow an oflicer ol the Fund to initiate and complete

transaction on his/her own. The Intemal Audit department of the ComFund reviews operational

and financial activities of Fund independently and reports directly to the Audit, Risk and

Governance Commitlee of the Board o{'Commodities Fund. The Fund is annually audited by the

Auditor General who reports its findings to the National Assembly.
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iiD Overall Supervision by the Board

While the mo(gage and car loan committee is responsible fbr day to day running ol'the Fu1d. it is
supervised by the Managing Trustee and the BoT of commodities Fund. Ali major decisions
regarding the management ofthe Fund and approval ofannual financial statement is done by BoT
ofthe ComFund.

iv) Overall Supervision by the Board

While the mortgage and car loan commitlee is responsible for day to day running o1'the Fund. it is
supervised by the Managing Truslee and the BoT of Cornmodities Fund. All major decisions
regarding the management ofthe Fund and approval ofannual linancial statement is done by BoT
of the ComFund.

3. Registered Offices

ii) CreditAdministration

The Fund through its regulations has established credit guidelines to help in administration
mortgage and car loan to staff. Credit approvals are vested in mortgage and car loan Committees
to avoid decisions being made individually.

I l'l' floor. Utalii House
Utalii Lane
OiTUhuru Highway
P. O. Box 52714 - 00200
City Square
NAIROBI, Kenya

4. Fund Contacts

Mobile : +254-728-602427/8
+254-737-204278t9

Key Fund and Information Management (Continued)

E-mail
Website

inlb@comfund.co.ke
wurl.contlund.co.ke

5. Fund Bankers

i) tlousing Finance Ltd
Gill House Branch
P.O. Box 30088-00100
NAIROBI, Kenya

Tel:. +254-203262000:
Email : customer.service@hl group.co.ke

vl
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ii) Family Bank Ltd
Cargen House Branch
P. O. Box 74145-00200.
NAIROBI, Kenye
Tel:0703 095 J15:
Emai I : intbdtfamilvbank.co.ke

5. lndependent Auditor

Auditor-General
Otfice of Auditor General

Anniversary Towers, University Way

P.O. Box 30084

cPo 00100

Nairobi. Kenya

7. Principel Legal Advisor
The Attomey Ceneral

State Law Of llce and Department of Justice

Harambee Avenue

P.O. Box 401l2
City Square 00200

Narrobi, KenyaNairobi, Kenya

vlt
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3. MANA(;T]MENT TEAM

!. Ms. Nancl Chelangat
Cheruil'ot, FCCA

Arca of llesponsibilin,: N,lanaging'l'ruslee

Professional Qualifi cation: AC('A.
I)octor ol'philosophl in llusincss Administration (on-
going).

Qualification:
llachclor ul' Arts

MBA-Financial
Econonrics &

Acadcnric
Nlanagcntcnl.
Sociologr.

2. Mrs. .lane Kimani-Njenga Arca of Responsihility: I lcad. Debt Rccoverr .

( orptrratc Itlannirtr.l & Stratcgl

Acatlemic Qualification: MIln - Stratcgic
Managcnte nt 1[ lnivctsirl ol Nairobi). Bachelor ol'
[-.ducalit'n-.,\rls ( lrgcrl()n I Inir crsitl )

Professional Qualifi cation: Advanced Diploma
(Associatcship) in []anking & I:inancial Se'rvices

Professional Membership: Associate
Institutc ol' Ilankcrs (i\Kll] )

ol' Kcnl a

-1. Ms ltoseline Wambura
Area of Rcsponsihiliry: Crcdir

Academic Qualilication: Ilachclor of Comntcrcc.
N{[]A Projcct Managcntcnt

Professional Qualifi cation: AC'Cr\- ongoing

{. Mr. Solomon Kirua

o Acadcmic Qualification: I!1.Sc. in I.l1S1,srcms
Sc'curitl & Audit). N.lllz\ I;inancc Option. Bachelor
ol'Scicncc in I L

r l'rofessional Qualification: PRINC'1i2. Il'11..
CCNA. C'PA 1K)Oraclc OCP. MCSI: & JAVA
[)rogranrntcl.

o Arca of Responsibilitr': l('l'

\ t
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5. Mr. Silas Nyaga Area of RcsponsihiliQ-,: I;inancc and Accounting

Academic Qualification: MBA- l"inance (KLl)

Bachelor ol'Conrnrcrcc in Accounting ( KLI )

Professional Qualification: CPn (K). ('PS.

Professional Membership: Full Membcr of Institutc
of Ccrtitlcd l)ublic Accountant ol' Kenva

6. Mr. Nesline Gechuki Okiko Area of Rcsponsibilit-v: l.egal Se n iccs

Acadcmic Qualification: []ache lor ol' I.arv

Professional Qualification: Diploma in t.aw

7. Ms. Rose Ndiritu Area of Responsibilify": lluman Resources &
Ad nr in istrat ion.

Acadcmic Qualification: MBA - HR (KtJ).
Bachclor ol' [:ducation ( Arls) KLi.

Professional Qualification: CI-lRI'. igher l)iploma
ItR (KNITC)/lllRI\'l
Certilled Public Sccrctary-('PS (K). Ccrtilicd
Prolissional Mediator

Professional Membership: Full Member of lnstitutc
I Iunran Rcsourccs lVlanagcnrcnt r,'ith Practising
Certillcation

8. Mr. Tomno Kibichii Area of Responsibilir.'-: Suppll ('hain.

Acadcmic Qualification: []achelor ol'Arts. MSC
Procurement & l.ogistics (JKL]A I ).

Professional Qualifi cation: MCISIPS

l\
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8 Mr. Edwin Okiah a Area of Responsibiliq,: Intcmal Audit.

a Acadcmic: llache lor ol'('onrmercc - [iinancc
MSCi-l)roject Managcnrent.

a Professional Qualification: CPA 1Ky. 1'p1p.

9 Depu[,Fund

Administrator

Ms. I'-lorcnce Ki ruto
l0 Depury'' Fund

.4ccountant

C['}A Vince nt Kilonzo

Area of Responsibililp': lluman Resource and
adnrinistration Rccords Managcment
Acadcmic Qualification: MSC-t IR (.tKLlAl ).
Bachclor ol'Busincss Nlanagcmenl ( llR).

Professional
Managemcnt

Qualifications: I Iuman Resourcc

Membership: lnstitute- ol' Iluman Rcsources
Managcntcnt.

Area of Responsihilitl.: [rinancc and Accounting
Rccords managcmcnt

Academic Qualification: MS(' (Ongoing)- (KCA)

Bachelor ol'Comntcrce in Banking and Irinance (

IrGl:R1'0N tJNlVl:RSII'Y )

Professional Qualification: CPA (K )

Professional Membership: Full Membcr ol' Institute
ol'('crtifled l)ublic Accountanl ol' Ken\ a

x
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4. CHAIRMAN'S REPORT

The Commodities Fund operationalized the ComFund Staff Mortgage and Car Loan Fund back in July

2018 in line with the SRC guidelines to enable Commodities Fund stalTacquire residential houses and

motor cars at affordable rates in order to attract, retain, and motivate staff. Am excited to nole tremendous

growth of the Fund to Kshs. l3l million fiom the humble initial capital allocation of Kshs. 70 million in

the FY l0l712018.

Am pleased to presenl lhe ComFund staffMortgage and Car Loan Fund financial statements for the

Financial Year 2020/2021 . The Fund is fully funded by the Commodities Fund through annual allocations

based on demand and availability offunds. The uptake of Mortgage and Car Loans has remained high and

is projected to grolv further as a result ofthe newly employed staff.

The govemance and management of the scheme is as set out in the loan entitlemenl and conditions set out

in ComFund SuffMongage and Car Loan Fund policies and regulations 2024 and as per guidelines

issued by the SRC.

Am delighted to note ihe facilities advance to staffhave helped them to improve their wellbeing and those

oftheir families. The scheme comes in handy to supporl govemment efforl ofproviding affordable

housing lor citizens ofthis greal nation.

I take this opportunity to thank the Commodities Fund for funding the scheme, the Fund Management

Committee for their dedication to serve, and the staflwho have borrorved and continue to service their

faci I ities t'aithful ly.

u<2^- r

Ms. Jane Kimani
Chairperson, Commodities Fund Staff Mortgage and Cer Loan f,'und

xt
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5. REPORT OF THE FUND MANAGER/ ADMINISTRATOR

The commodities Fund Stalr Mongage and Car Loan F'und u'as established and is govemed b1..

the existing intemal regulations and govemmenl guidelines. Consequently. the management is
hereby pleased lo present the tinancial stalements fbr the period ended 30rh June 2021. The
flnancial statemcnts presenled comprise lhe statement of linancial perfbmrance. statement of
financial position. statemenl of changes in net assets. statemenl of cash flows and statement ol'
comparison of budget and Actual.

The ComFund Stal'l'house and Car Loan scheme has ensured prudent financial managemcnt and
reporting in line with the PFM Act. 201 2. PFM regulations 201 5 and the Intemational Public
Sector Accounting Standard. Apptication of the above has made the scheme et'lective thus mecting
the intended purposes.

The implementation and administration of'thc t'und is overseen by stalr mortgage and car loan
nlanagement committee in liaison with extemal servicc providers. -['he 

Committee meets quarlerly
and or on need basis to consider loan applications and make recommendations to banks contracle6
to give mortgage and car loan facilities to staff. The Commodities F'und has lunded the schemc
liom its inception lo a tune of Kshs. 90 million from rhe initial capital Kshs. 70 miltion in 2018.
The scheme has cumulatively issued loans zunounling to Kshs. 100,300.000 ro sixreen (16)
members of staff.'fhe outstanding loans as at date of reporting slood at Kshs.gl ,217.023.

I wish to report that during the period under review, onc sraff beneliled fiom the mortgage and two
more applications were launched and underway. Accordingly. the total amount disbursed in rhe
year was Kshs. 23.400,000.

The scheme continues to meet its objectives of lacilitating stafl'to acquire houscs and motor cars
at lavourable rates and thus attracting compelenl stafl'. retaining and motivating them fbr high
productivity. I encourage the staffto make use ofthe tund to better their rvellbeing as well as those
of their families.

I take this opportunity 1o sincerely thank the Commodities Fund tbr the generous sponsorship ot'
the scheme and overall supen'ision. Further. I thank the Fund management committee lbr their
guidance, the management lor the day to day running the scheme as r,"ell was our valued bomowers.
You all made thc scheme achieve its objectives.

F r,["Y'
Ms. Rose Ndiritu
Fund Manager
Commodities Fund-Staff Mortgage and Car Loan Fund

xll
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6. STATEMENT

OB.IECTIVES

OF PERFORMANCE AGAINST PREDETERMINED

Commodities Fund through i1s current Strategic Plan for the fY 201 8 - 2023. has incorporated the

objective of the Salaries and Remuneration Commission Circular Ref: SRC

/ADM/CIR/I / l3Vol.l ll ( I 28 ) dated I 4th December 2014 by establishing the mortgage and car loan

fund. The Commodities Fund intends to strength its institutional capacity through:

o Pillar /theme/issue I : 'fo attract and retain skilled. motivated and productive human

capital

The annual work plan is prepared with the above objective in mind. One major strategy in place

to achieve the above objective is provision of mortgage and car loan facilities to staff whose aim
is to improve their welfare and those oi'their f'amilies. Consequently. stattwould be motivated and

retained tbr foreseeable future. Assessment ofscheme performance against its annual work plan is

done on annual basis. The perlbrmance of the StafT Mortgage and Car loan scheme against

performance targets set fbr the FY 201812023 period. as indicated in the diagram below:

Strategic

Pillar/Theme/lssues

Objective Key

Performance

Indicators

Activities Achievements

Organizational

Capacity

To attract and

retain skilled.
molivated and

productive

human capital

Percentage of
stalT attracted.

retained and

increase oi stalT

accessing the

mortgage

lmplement

new

organization
structure to

enhance stalT

capacity to

access

mortgage and

car loans

The Fund was

able to atlracl
I l skilled staflt.

retain all its
stalT and three

was able to

access

mortgage

facilities.

xllt
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7. CORPORATE GOVERNANCE STATEMENT

comnrodities Fund Stafl Mongage and car Loan Fund is a revolving fund rvas established
pursuant to the salaries and Remuneration commission (SRC) Circular Rel. No.
SRCiADM/CIR/l/13 Vol. III ( 128) of l7'h l)ecember 2014 and Sccrion g4 (l ). Secrion 24 (4-
7) of the PFM Acrs.20l2 (National Govcmmcnr) and Section 127 ( I ) (2) of the pFM lNarional
Government) Regulations. 30I 5.

'l'he objective ol the Fund is to provide loans lo members ol'the scheme fbr rhe purposcs ol'
acquisitioning nlotor cars and residenlial properties fbr staf'l'and their lamilies.

Process of appointment and removal of Fund Administration committee membe rs
The Fund Administration Committee members as stipulatcd in section 6(a) i and ii of schemes
regulations 2024 are appointed into ollice by the Comrnodities l.'und Managing-frusree lbr a three
year tenure renewablc once. l'hc Managing Trustee as thc appointing authority ntay also revoke
lhe appointmenl of a member.

Roles andJunctions of the Fund Administration Committee members,
'l'he Fund Administrative comnritlee as stipulated in secrion 6(c) of Drafied ComFund Staff
Mortgage and Car loan Scheme regulations 2024 are requirc.d to:

(i) Recomnrend appointment of mortgage institution.
(ii) Liaise with the mortgagc institution lo ensure the scheme is adequatt'ly Iunded and

operated on revolving tund concept to disburse loans.
(iii) Develop nrorlgageeligibilitl criteria.
(iv) Recommend successlul mortgage applicalions lirr funding by thc mortgagc institution
(\') Supen,isc and control rhc administralion olthc Schenre:
(vi) Utilize the administration costs accruing thereto to dcliay operating expenses ol' the

scheme and may impose any reasonable restriclions or other requirements cgnccming
such use:

Committee Meetings
-l'he 

Committee meets quarterl)' or on need basis to deliberate on the specific agenda brought
belbre it. liurther. the Committee oversights the llnancial and opcrational activities ofrhe F'und.

'f raining for Committee members and Management
'l'he schemc recognized the need tor knou'lc'dge and skills in managemenl resources invested in
the schemc. The [implol'er Conrmodities lrund. ollbrs training opportunities to membcrs of stal]'
hascd on identilicd skills gaps.

Conflict of interest
Fund administrative committee members are required to declare ilthel,are conllicted in any olthe
agenda ilem table belbre lhe committcc. \i/here a member is conllicted. he or she is rcquircd to
refrains liom casting a vote on lhe mafler.

\t\'



Commodities Fund
Annual Report and

Stajj Mofigage and Cor Loan Scheme
Financial Stotements For the year ended 3(lh Jane 2021

Fund Committee remuneration,
Members of the committee who are all members of staffof Commodities Fund offers services to

the Fund on voluntary basis.

Compliance with existing laws and regulations
The Fund is fully compliant with the existing laws and regulations guiding the management of
Mortgage and Car loan facilities. Previously, the Fund was unable to prepare financial statements

due to lack of gazetted regulalions.

Ethics and conduct as well as governance audit undertaken (if any).

The Fund has not carried out any ethic and governance audit.

xv
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8. MANAGEMENT DISCUSSION AND ANALYSIS

l-he Comrnodities Fund stafl'Mortgage and Car loan scheme uas eslablished in 2018 qith the
initial allocation ol'Kshs.70 million by. the Commodities Fund. 'l-he Fund has since grou.n ro
Kshs.95.613.677 as at 3()th.lune 2021 and has granred loans amounting to Kshs. 100.300.000 to
Sixlccn rrenrbers of'stafl. A total of' Kshs.20.240.i64 has bcen rcpaid in three-r,ear pcriod.

lnstitution M0rtgage Car Loan Tolsl
Kshs Kshs Kshs.

ComFund-trunding HFC t0.000.000 10.000.000

Com Fund-[]unding-liam i 11

Bank

ComFund-Funding-Coop
Bank

Principal
Reccivcd HI:C

Rcpaymcnt

t2.441.610 12.4.13.6 t 0

Principal Repalmenl
Received Familv Bank 2.7.r3.98 r 1.74t.98 t

Principal Repavmcnt
Reccivcd Co-operative Bank

lntcrest Receivcd HFC 1.5.r4. t70 :.5{.1. t 70

Interest Received Fanrily
Bank 4 l].iJ 7 .l n.i57

lntcrest Rcceived
tsank

Coop

Total lnllows 2{,987,7E0 3,r56J3E 2E.l t{.r lE
Schcme
Costs

Administration
:.016.8.1r 90.0i0 l. I t6.87 r

Bank Chargcs 7.t00 '1.2 00

Totsl Outflows 2,026,t{r 91,230 2,121,071

Net inllows/(outflows) 22,960,9J9 3,0s9,r 08 26,020,0{7

'fhe bcneficiaries of the Scheme and amounts granted was as lbllorvs

Financial Year Car Loan Mortgage
Amount

Disbursed
No, of

Beneficiaries
Kshs Kshs Kshs Kshs

20t8/2019 4.900.000 47.950.000 52.850.000 8

:0 t9lt010 4.300.000 19.750.000 24.050.000 )
2020/202 | 0 11.400.000 23.400.000 -.t

Grand Total 9,200,000 9t,t 00,000 100J00,00o l6

xvl
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Fund's key projects or investments decision implcmented or ongoing'

The l;und has continues to Fund purchases. dcvelopment. renovalion ol properties and purchase

of molor car for pcrsonal use by members of stafT and their lhmilies. 'l'he Fund docs not engage in

implementing projects but members are lacilitated to acquire the above assets assisted by

prof'essional service providers (financial institutions) recruited by the scheme. [.Jncommitled tunds

are invested by the tinancial institutions to cam to some incomc to the Fund.

Number and amount of Loans issued during the period, loans outstanding at end of the

period and loans repaid during the period.
During the period under review, a total of Kshs. 23.4 million was disbursed to three staff in one

1'ear. Cumulativell,. a total ol Kshs.t00Million was disbursed b1' 30ft June 2021 and cumulative

repa)'ment of Kshsl9.2 Million reccived leaving outstanding balance of Kshs8l Million as at 30d'

June 2021 .

Fund's complience with statutory requiremcnts,
'fhe Fund has complied u'ith stalutory and tax obligations in discharge of its mandate. Furlher. the

Fund conrplied $'ith the laws and regulations applicable in managemcnt of the f'unds.

Major risks facing the Fund, materiul arrears in statutor.v and other tinancial obligations.

Thc Fund has put in place risk management liamera'orks lbr risk identification and mitigation.

Additionally it has incorporated risk management in planning. execution evaluation as wcll as

business continuity arran gements.

Ke1' risks laced by the Funds include:

;- Liquidi(v Risks- Inability of the scheme to meet mortgage and car loans demands of the

staff given the onll'source of tunding is allocation from the sponsor Commodities Fund.

i Credit Risks- Credit risk is the risk that a borrowcrs uho have lell commodities tund

employment mal default on any typc of debt by l'ailing to make required paymenls.

i Operational Risks- Credit risk is the risk that a borrower will delbult on any type of debt

by- Iailing to make'required payments

i Compliance Risks- risks associated with non-compliance with applicable laws and

regulations rvhich ma1, result to litigations and conl'lict of interest.

xvlt



Commodities Fund Stall Mortgage and Car Loan Scheme
Annual Report and Financiol Statements For the year ended 3(lh June 2021

9. REPORT OF THE FUND ADMINISTRATION COMMITTEE

The Fund Administration Committee submit their report together with the audited financial

statements for the year ended June 30, 2021, which show the state oflhe Fund's affairs.

Principal activities

The principal activities of the Fund are to finance the Commodities Fund staff to purchase.

develop, renovate residential properties and purchase private motor cars for personal use.

Performence

The performance of the Fund for the year ended June 30, 2021, is set out on page I

Fund Administration Committee

The members of the Fund Administration Committee who served during the year are shown on

pages llt-lv

Auditors

The Auditor-General is responsible for the stalulory audit ofthe Fund in accordance with Article

229 ofthe Constitution ofKenya and the Public Audit Act 2015.

By Order of the Board

\-I2^- r

Jane W. Kimani
Chairperson - Fund Administration Committee
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IO. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section 84 (l) ol the Public Finance Maragement Act, 2012 requires lha1, a1 the end of each

tinancial year, the Administrator of'a Fund established under the Constitution or an Act of
Parliament shall prepare financial statements lbr the F-und in accordance w'ith the standards and

tbrmats prescribed by the Public Sector Accounting Standards Board.

'fhe Administrator of the Fund is responsibte tbr the prepzuation and presentation ol'the Fund's

financial statemenls. which give a true and tair vie\I'of the slate of af'fairs of the Fund for and as at

the end of the tinancial year ended on June 30.2021. This responsibilit-v includes: (i) maintaining

adequale financial management arrangements and ensuring that these continue to be eltective

throughout the reporting period. (ii) rnaintaining proper accounting records. which disclose with

reasonable accuracy at any time the linancial position ofthe tund. (iii)Designing. implementing and

maintaining intemal controls relevant lo the preparation and fair presentation ol the tinancial

statements. and ensuring that they are liee tiom matcrial misstatements. whether due to error or

fraud. (iv)Safeguarding the assets of the lund; (v)Selecting and applying appropriate accounting

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

The Administrator ofthe Fund accepts responsibility for the Fund's tinancial statements. which have

been prepared using appropriale accounting policies supported by reasonable and prudent

judgements and estimates. in conlbrmity with lntemational Public Sector Accounting Standards

(IPSAS). and in the manner required by the PFM Act.20l2 and Comrnodities Fund Staff Mortgage

arrd Car Loan Regulations 2024. The Administrator of the frund is of the opinion that the Fund's

financial statements give a lrue and fair view ofthe state ol'Fund's transactions during the financial

year ended June 30, 2021 and olthe lrund's flnancial position as at that date.

The Adrninistrator lirrther conflrm the completeness olthe accounting records maintained lbr the

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

the adequacy olthe systems of inlemal linancial control. ln preparing the llnancial statements, the

Adnrinistrator ofthe Fund has assessed the l'und's ability to continue as a going concem and nothing

has come to the attention of the Administrator to indicale that the Fund will nol remain a going

concem lor al least lhe next twelve months lrom the date ofthis statcment.

nd Stoff Mortgoge and Cor Loon Scheme
nd Financiol Stalements For the year ended 3Ah June 2021
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Appmval of thc fnaaciel strtemcnb
The Fund 's financial statememts were approved by the Board on 25t september 2024 and signed on
its behalfby:

Nano:
Chairperoon of thc I'und

F-,'

P-se NL r& rtv

dp

Nrms:
Fund Adminlstritor
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NAIROBIOFFICE OF THE AUDITOR.GENERAL

l-- hrt nL t ny l t L t )tttli h l t l t'

REPORT OF THE AUDITOR.GENERAL ON COMMODITIES FUND STAFF
MORTGAGE AND CAR LOAN SCHEME FOR THE YEAR ENDED 30 JUNE ,202'.1

PREAMBLE

I draw your attention to the contents of my report which is in three parts

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in the Use of public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

c. Report on Effectiveness of lnternal controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial statements
should be read together with the Report on LaMulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management AcL,2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of commodities Fund Staff
Mortgage and Car Loan Scheme set out on pages 1 lo 21, which comprise of the

Report o./ the .,ludiktr-(icnerul on (itnnoditics Fund StulJ'
30.|urc 2021

Llortgagc und ('or lnqn Sthanc fitr thc year cntled



statement of financial position as at 30 June, 2021. The statement of financial
performance, statement of net assets, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended and a summary of a
significant accounting policies and other explanatory information in accordance with the -
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which to the best of my

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

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

respects, the financial position of commodities Fund staff Mortgage and car Loan

scheme as at 30 June,2021 and of its financial performance and its cash flows for the
year then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the Public Finance Management Act' 2012.

Basis for Qualified Opinion

Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.15,679,279 as at 30 June,2021 as disclosed in Note 9 to the financial statements
indicates that Kshs.9,039,416 and Kshs.6,639,863 were held in Housing corporation
Bank and Family Bank respectively. However, the balances were not supported by

monthly bank reconciliations, cashbooks and board of survey to confirm the balances.

ln the circumstances, the accuracy and completeness of cash and cash equivalents of
Kshs.15,679,279 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Commodities Fund Staff Mortgage and Car

Loan Scheme Management in accordance with ISSAI 130 on the Code of Ethics. I have

fulfilled other ethical iesponsibilities in accordance with the ISSAI and in accordance with

other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, 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 lnformation

The Management is responsible for the other information Set out on page xii to xx which

comprise of Key Fund lnformation and Management, Management Team, Report of the

Management trustee and Statement of Performance against Predetermined Objectives.
The Other lnformation does not include the financial statements and my audit report
thereon.

Reyrt oJ tha,luditor-Generol on (onuoditics l'und StulJ ltortgdge on,1 ('ar lodtr Sc'
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ln connection wth my audit on the, Fund's financial statements, my responsibility is to
read the other lnformation and ln doing so, consider whether the other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otheruvise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this other information and I am required
to report that fact. Based on the audrt procedures performed and the matters described
in my Basis for Qualified Opinion, I confirm that other information is not materially
inconsistent with the frnancial statements.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effects of the matter described in the Basis for Conclusion on
LaMulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

Basis for Conclusion

1.0 Late Submission of Financial Statements

The Management submitted the financial statements for the year ended 30 June, 2021 to
the Auditor-General on 30 september, 2024 conlrary to public Finance Management
(National Government) Regulations, 2015 Regulation 221(1). The Accounting officer for
a National Government entity listed in schedule 2 and 3 shall prepare and submit annual
financial and non-financial statements in the format Gazette by the cabinet secretary
within three (3) months to the Auditor-General with copies to the responsible cabinet
secretary and rhe National rreasury. (2) The annual financial and non-financial
statements referred to under Paragraph (1), shall be prepared-(a) in compliance with
the lnternational Financial Reporting Standards and as prescribed by the public sector
Accounting Standard Board from time to trme; and (b) the annual financial statements
must be approved by the governing body.

ln the circumstances the Management was rn breach of the law.

2.0 Fund operating without an Approved and Gazette Loan scheme Regulations

The Fund is operating staff Mortgage and car Loan scheme wlthout the existence of
approved and Gazette loan scheme regulations The Fund has no regulation contrary to
section 24(11) ol the Public Finance Management Acl, 2o1z whrch provides for the
management, governance, structure, operation, scope, winding-up procedures and
furctionality and other provisions including financial for the fund since its inception in
2019.

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

Reporl of lhe Audilor-General on Conmod res Fund StqlJ Morlgoge and Car Loqn Scheme for lhe year ended

3
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The audit was cpnducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in

the financial statements comply in all material respects, with the authorities that govern
them. lbelieve that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As requrred by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that nothing else has come to my attention to cause me
to believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financtal
statements in accordance with lnternational Public Sector Accounting Standards/Accrual
Basis and for maintaining effective internal controls as Management determines is

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

ln preparing the financial statements, Management is responsible for assessing the ,

Fund's ability to continue as a going concern, disclosing, as applicable, mafters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations

Management is also responsible for the submrssion of the financial statements to the
Auditor-General rn acc,ordance 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, Managemenl is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities whtch govern them and that public resources are applied in

an effective way.

Report of the Aud or-Generql on Commod res Fund Stulf Mortgdge and Car Loan Scheme lor rhe year ended

30 June. 2021
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Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7('l)(a) of the Public Audit Act, 201 5.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https:i/www.oaqkenya.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This descri ption forms part of my auditor's report

FCPA cBs
AUDITOR.GENERAL

Nairobi

20 December, 2024

Raport of the Auditor-Generul ut C<tnmoditie:i Fund Stal/ ilottgdge ancl Car Loan Scheme./itr tha yeor ended
i0 Junc, 202 I
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Commodities Fund StuIf Mortgage and Car Loon Scheme

Annual Reporl and Finaacial Statements For the year ended 30t' June 2021

12.STATEMENToFFINANCIALPERFoRMAI\CEFoRTHEYEARENDED30THJUNE
2021

(The notes set out on pages 6 to 2l form an integral parl of these Financial Statemenls)'

The financial statemenls were approved on 25'h September 2024 and signed by:

w*
Xame poJf ,"J r& rf, ...m-

,\L<:+ r

Fund Administrator

Name

Chairperson of the FundFund Accountant

ICPAK M/I'{o.5078

Note
2020n021 2019/2020

Kshs. Kshs.

Revenue from exchange transactions

Interest income from investment of free funds 6 859,656 841,399

Interest from loan facilities 7 2,206,901 t,780,692

Total revenue 3,066,5S7 2,622,091

Expenses

Use of Goods 8 2,t74,071 1,685,066

Total expenses 2,t24,071 1,685,066

Surplus for the Year 942,486 937,025



Commodilies Fund Slol| Morlgage ond L'or Lodt Sclreme
Annaal Reporl ond Finoncial Statements Fot te!,ear ended 3AttJune 2021

I3. STATEMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2O2I

95,723,707

The accounting policies and explanalor; notes lo these financial statements form an integral pan ofthe
financial $atements.

'fhe [-und tinancial staremerrts rverc approverl on:5",September 20?.{ and signed by:

Wry'
Name pu-1f PlrLtiv
Fund Administrator

Nam

Fund Accountant

ICPAK M/l{o.5078

Name

Chairperson of the Fund

')

Note
2020/2021 20t9/2020

Kshs, Kshs.

Assets

Current tssets

Cash and cash equivalents I t5.679.279 12.753.278

Receivables from investments exchange transactions l0 (a) 75:23
Cash in Transit r0 (b) 82.594 317-5r8
Receirables loans [ixchange transactions t1 8.033.s52 1.565.646

Totrl Current Assets 23,870,649 20,636,542

Non-currrnt Nssels

Receivables Loans Eschange transactions 72.248.668 64.346.176
Total Non-Currenl Assets 72,248,668 64546,t76
Totel rssets 96,1 l9J t 7 8s,000,7r8

Liabiliries

Trade and other Pavables ,)
J95,610 219,497

Total Current Liabilities

Net Assets
395,610

95,723,707

219,497

84,78122t
Financed by:

Mortgage and Car loan revolving fund 90.000.000 80.000.000

4.781 .2: I
Accumulated surplus (Resen.cs) 5.723.707
Tolal nel assets end liabilities 84,78122t
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14. STATEMENT OF CHAIYGES IN NET ASSETS TOR THE VEAR ENDE,D 3OTTI JUNE 2O2I

TotrlMortgege Fund Car [ann Fund Accumuletcd surplus

Krhs. Kshs. Kshs. Kchs.

As at I July 2019 60,000,000 10.000.000 3-844.196 73,844,196
Surplus for the period r 0.000.000 937.025 10,937.025

As st 30 June 2020 70,000,000 10,000.000 4.781221 84J8lJ2r

Balance ar at I July 2020 70,000,000 10.000.000 4,78t221 E4JEI,22l
Additions for the period t0.000.000 942.4E6 r 0.942.486

As et 30 Juoe 2021 80.000.000 10.000.000 5,123,701 95,723.T07

J
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15, STATEMENT OF CASH FLOWS T'OR THE YEAR ENDED 3(lTH JUNE 2(l2I

Cesh llon's from opereting ectivitieg

Note
2020n02t 20t9na2a

Kshs. Kshs

Receipts

Interest from free funds 8s9.656 84 i.399
lnterest from loans 2,206.90 r I,780.692
Principal loan repal,ment 15. r33.685 4.042.309
Totrl Rec€lpts rEJ00r{s 6,664,.994
Peyments

Use ofGoods 2.121.071 r.685.066
Loan Disbursements 23.400,000 24.050,000
lnterest capital ization E6,0&t 33,73t
Payment administrstor (90i030) (l03,r86)
Totrl psyments 25,520r125 25,665,617

Net cash llow from opereting rctivities I2 (7Jre,rr2) (19,000,623)
Cash flows from invcstlng Bctivities
( lncrease)/D€crease in Short-term rcceivables Staff
Mortgage &car loan Scherne

159.800 78.875

ln crea se/( Decrea se ) in trade payables 86.083 33.73 8

Nel Cerh flows fiom iovcrting ectivities 24s,AA4 112"614

Car[ flows from llnancing sctivitles
Car loan & Morttate revolving fund receipts 10,000,000 r0,m0,ff)o
Net Cash flows from llnercing rctivities 10,flr0,000 10,qro,000

Net incrcGe/(decrcare) itr c.!h tnd c.!h equivslcnls 2,926,N1 (E,8EE,010)
Cash and cash equivalents at I July 2020 I t2.753-278 2 r .641 .288
Cash rnd cerh equivrletrG er l0 Ju[e 2021 9 ts$7e279 lzJS327E

{
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('omnoditie:; Fund StulJ ll'lortguge an.l ('ur loan Sclrlenr,,.

Annual Report und Finuncial Slalemenls For lhe tcar ended 3dh June 2021

I7. NOTES TO THE FINANCIAL STATEMENTS

l. General Information

Commodities Fund Staff Mortgage and Car loan Fund is established by and derives its

authorit)'and accountability lrom the Public Finance Management Act, 2012.'fhe Fund

is wholly owned by the Commodities Fund and is domiciled in Kenya. The Fund's

principal activity is to provide loans to members of'the scheme tbr the purposes of
acquisitioning motor cars and residential properties for staffand their families.

2. Statement of Compliance and Basis of Preperetion

The financial statements have been prepared on a historical cost basis except for the

measuremenl at re-valued amounts ofcertain items of marketable securities and financial

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

actuarially determined liabilities at their present value. The preparation of financial

statements in conformity with lnternational Public Sector Accounting Standards (IPSAS)

allows the use of estimates and assumptions. lt also requires management to exercise

judgement in the process ofapplying the Fund'.s accounting policies. The areas involving

a higher degree ofjudgment or complexity. or where assumptions and estimates are

significant to the financial statements. are disclosed in Note 5. The financial slatements

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

reporling currency of the F'und. 'fhe financial statements have been prepared in

accordance with the PFM Act. 2012 and lnternational Public Sector Accounting

Standards (IPSAS). The accounting policies adopted have been consistently applied to

all the years presented.

6



Conunodilie.r Funtl StalJ Mortgage cmd L'ar loan Sche rne
Annual Report and Financial Staements For the veor eruled 3(fh ,lune 2021

3. Adoption Of New and Revised Standards

New uttcl anended standards ond inrerprerdrions in issu,- e-ffectit'e in rhc tear entled
30 Juna 202 3.

Standrrd Effective date and impact:
IPSAS
Financial

lnstruments

4lz Applicable: l'r January 2023:
The objective of IPSAS 4l is ro establish principles for rhe
financial reporting ol'financial assers and liabiliries that will
present relevanl and useful inlbrmation to users of financial
statements fbr their assessment of lhe amounts. timing and
uncertaintv ofan Entitv's future cash flows.
IPSAS 4 | provides users of financial statements with more
uselul information than IPSAS 29. by:
. Applying a single classificarion and measurement model fbr

financial assets that considers the characteristics ofthe asset's
cash flows and lhe objective lbr 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 improvcd 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 lor
instruments held as part of the risk management slrategy.

The standard has no impact on the Commodities Staff Mortgage
and Car Loan F'und.

IPSAS 42: Social
Benefits

Applicable: l'r January 2023

1-he objective of this Standard is to improve the relevance.
faithful representativeness and comparabi lity of the information
that a reponing Entity provides in its linancial statements about
social benefits. The infbrmation provided should help users of
the financial sutcments and general-purpose financial repons
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 rhe Entity's
linancial pertbrmance. financial posilion and cash flows.

'lhe standard has no impacl on the Commodities StaffMortgage
and Car Loan Fund.

7
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Standard Effective date and impact:

Amendments to

Other IPSAS

resulting from

IPSAS 4I.
Financial

Instruments

Applicable: lst January 2023:

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

to the components of borrowing costs which rvere

inadvenently omitted when IPSAS 4 I was issued.

b) Amendments to IPSAS 30. regarding illustrative

examples on hedging and credit risk which were

inadvertently omitted when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for
accounting for financial guarantee contracts which u'ere

inadvenently omitted when IPSAS 4l was issued.

d) Amendments to IPSAS 33. to update the guidance on

classifl,ing financial instruments on initial adoption of
accrual basis IPSAS which were inadvertentll' omitted
when IPSAS 4l was issued.

The amendment has no impact on the Commodities Fund Staff
Mortgage and Car Loan Fund.

Other

improvements to
IPSAS

Applicable l't January 2023

o ,1P.9,,1S 22 Disclosure of Financial lnlormation about the

Ge ne ral Gorernnrc nl Seclot.

Amendmenls to refer to the latest S'r'stem of National Accounts
(sNA 2008).

t IPSAS 39: Emplol,ea BeneJits

Now deletes the term composite social security benefits as it is
no longer defined in IPSAS.
'l'he standard in no longer in IPSAS handbook,

. IPSAS 29: Financial instruments: Recognition and

Measurement

Standard no longer includcd in the 2023 IPSAS handbook as it
is now superseded b1' IPSAS 4l which is applicable from l"
Januarl'2023.
The standard was superseded by IPSAS 4l

tt. New and omended stundurds ond interprelolions in issue but nol )tel elfeclive in the
yeor ended 30 June 2023.

Standard Effective date and impact:

IPSAS 43 Applicable ls' January 2025

The standard sets out the principles for the recognition,

measurement. presentation. and disclosure ofleases. The objective is

to ensure that lessees and lessors provide relevanl information in a
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Standard Effective date and impact:

manner that fa ithfully represents those transactions. This information

gives a basis for users of financial statements to assess the effect that

leases have on the llnancial position. financial performance and

cashflows ofan Entity.

The new standard requires entities to recognise. measure and present

information on right of'use assets and lease liabilities.

The standerd is nol applicuhlc to C'o ntodities Fund staf/ Mtrtgage and
('ar loun Fund.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Applicable ltt JonuaD, 2025

The Standard requires.

Assets thal meet the criteria ro be classified as held lbr sale to be

measured at the lower olcarrying amounl and l'air value less costs to

selland the depreciation ofsuch assets to cease and:

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

presented separately in the statemenl of financial position and the

results of discontinued operations to be presented separately in the

statement of fi nancial performance.

The Standard is not applicable on Commodilies Fund Staff Mongage and

Car [-oan Fund.

Early odoption ol s'landards

I'he Entity did not early - adopt any new or amended standards in the tinancial year or
lhe entily adopted the .fitlloN,ing :ttandards earl). lstate the .ttandards. reason.fir earl1,
adoption and impact on entit),'s financial slatenrcnl.\.)
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.1. Signifi cant Accounting Policies

Revenue recognitiona

Revenue from erchange transections
Interest income

lnterest income is accrued using the effective yield method. The eflective yield discounts

estimated future cash receipts through the expected lil'e ofthe linancial asset to that asset's

net carrying amount. l'he method applies this yield to the principal outstanding to determine

interest income for each period.

b. Budget information

The original budget lbr the Current FY was approved by the National T'reasury in July
2021. Subsequent revisions and additional appropriations were made to the approved
budget in accordance with specific approvals from the appropriate authorities. The
additional appropriations are added to the original budget Fund upon receiving the
respective approvals to conclude the final budget. llorvever. the Fund did not receive

additional appropriations in the year ended 30th June 2021 .

The Fund budget is prepared on the accrual basis same as the financial statements. This
is informed by the fact that much ofthe Fund's income is derived from loans which accrue

interest daily and have specific repayment date which does not necessarily correspond
with the reporting date. Secondly. as a credit institution, provision tbr non-perlbrming
loans lbrm sizeable part ofexpenses which by its ver) nature does nol involve movement
of cash.
The amounts in the financial statements arc therefore on same basis as in the approved
budget and does not require a reconciliation.

A comparison oI budget and actual amounls. prepared on a comparable basis to the

approved budget, is then presented in the statement of comparison ol budget and actual
amounts. In addition to the Basis difl'erence. adjustments to amounts in the financial
statements are also made for difl'erences in the lbrmats and classification schemes adopled
lor the presentation ofthe financial statements and the approved budget.

a) Financial instruments /assets

lnitial Recognition and Measu rement
Financial assets wilhin the scope of IPSAS 4l Financial lnstruments: Recognition and

Measurement are classified as financial assets at t'air value lhrough surplus or deficit, loans and

receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
'l'he Fund determines the classification of its financial assets al initial recognition

Loans and receivables
[,oans and receivables are non-derivative financial assets with fixed or deterrninable payments

that are not quoted in an active market. After initial measurement. such financial asscts are

subsequently measured at amortized cost using the effective interest method. less impairment.
Amortized cosl is calculaled by taking into accounl any discount or premium on acquisition
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and fees or costs that are an integral part of the effbctive interest ratc. Losses arising from
impairment are recognized in the surplus or deficit.

lmpairment of Iinancial Asset

Originating loans and provision for loans impairment

l-oans are originated by the comrnodities Fund Staff [,oan Management Committee who
recommend the granting ofthe facility to the tinancial institution and the loan is categorized as
loans originating liom the Fund.

IPSAS 4 I addresses the classification. measurement and dc-recognition of financial assets and
financial liabilities, introduces new rules fbr hedge accounting and a new impairment model
for financial assets.-l'he Fund does not have anv hedge relationships and lherefore the nerv
hedge accounting rules have no impact on the Funds financial statements. A financial
instrumenl is any contract lhat gives rise to a financial asset ofone entity and a flnancial liability
or equity instrument of another entil). At initial recognition. the entily measures a financial
asset or financial liabilitl'at its fair value plus or minus, in the case ofa financial asset or
financial liability not at fair value through surplus or deficit. transaction costs that are directly
attributable to the acquisition or issue oflhe financial asset or financial liability.

l. Financial assets

Classification of Iinancial assets

The Fund classifies its financial assets as subsequently measured at amonised cost, fhir value
through nel assets/ equity or fair value through surplus and deficit on the basis of both rhe
Fund's management model lor financial assets and the contractual cash flow characteristics of
the linancial asset. A financial asset is measured at amortized cost when the financial asset is
held rvithin a management model whose objective is to hold flnancial assets in order to collect
contractual cash flolvs and the contractual terms ofthe financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held
within the management model whose objective is achieved bl,both collecting contractual cash
flows and selling financial assets and the contractual terms of the financial assel give rise on
specified dates to cash llows that are solely payments ofprincipal and interest on thc principal
amount outslanding. A financial asset shall be measured at I'air value through surplus or deficit
unless it is measured at amonized cost or fair value through net assets/ equit\ unless an entity
has made irrevocablc election at initial recognition for particular investments in equity
instruments.

Subsequent measurement
Based on the business model and the cash flow characteristics. the Fund classifies its tlnancial
assets into amortized cost or fair value categories tbr linancial inslruments. Movements in fair
value are presented in either surplus or deficit or through net assets/ equity subject to certain
criteria being met.
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Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that

is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. lnterest income from

these financial assets is included in finance income using the effective interest rate method.
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Signifi cant Accounting Policies (Continued)

Impairment
The lrund assesses. on the rcporting date establishes whether lhere is objective evidence thal
flnancial assets or a fund ol'l'inancial asset is impaired. Managenrent then fbllows the procedure
required b1'regulation l.l5 ofthe PFM Act 2015. A financial asser of'the F'und is deemed to
be impaired when there objective evidence ol'impairment as a result of one of more events
thal have occur after initial recognirion ofthe llnancial asset(an incurred 'loss event') and that
the has an impact eslimated future cash llows ofthe Fund that can be reliablv be estimated.
Evidence of impairment may include:
o Default or delinquency in interest and Principal
o 'l'he probabilit)' that the bono* will be declared bankrupt or undertaking orher financial

reorganization

o f'he borrower is lacing experiencing significant financial dilliculty
o Observable data indicatcs measurable decrease in in estimated futurc cash llows (i.e

changes in arrears or cconomic conditions that correlatc rvith default.)

II. Financial liabilities
Classification
The Fund classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measurcd through profit or loss.

c. Contingent liabilities
'I'he F'und does not recognize a contingent liabiliS' but discloses details ofany contingencies
in lhc notes to the financial statements, unless the possibility of an outflow of resources
embodying economic benefits or service polential is remote.

d. Contingent assets

The [:und does nol recognize a contingent asset but discloses details of a possible asset
whose eristence is conlingent on the occurrence or non-occurrence ofone or more uncertain
tlture events not wholly within the control of the Fund in the notes to the flnancial
statements. Contingent assets are asscssed continually to ensure that developments are
appropriately reflcctcd in the financial statemenls. If it has become virtualll' cenain thar an
inflou'of economic bencfits or service potential rvill arise and the asset's value can be
measured reliabll,, the asset and the related revenue arc recognized in the financial
statements ofthe period in which thc change occurs.

e. Nature and purpose of reserves

l-he Scheme maintains the mortgage revolving fund reserve. car loan revolving fund and
revenue reserves meant to facilitate mortgages. car loans and general capital needs ofthe
scheme respectivell.
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Significant Accounting Policies (Continued)

f. Changes in accourting policies and estimates

-['he l'und recognizes the effects ofchanges in accounting policy retrospectively. J'he effects

of changes in accounting policy are applied prospectively if retrospective application is

impractical.

g. Foreign currency transactions

Transaclions in foreign cunencies are initially accounted for at the ruling rate ofexchange

on the date of the transaction. Trade creditors or debtors denominated in foreign currency

are reported at the statement of financial position reporting date by applying the exchange

rate on that dale. Exchange ditlerences arising from the settlement ofcreditors. or from the

reporting of creditors at rates dil'ferent from those at which they wcre initially recorded

during the period, are recognized as income or expenses in the period in which they arise.

h. Related parties

The Fund regards a related party as a person or entity with the ability to exert control

individually orjointly. or to exercise significant inlluence over the Fund. or vice versa.

Members ofkey management are regarded as related parties and comprise the Directors/

Trustee, the Fund Managers, and Fund Accountant.

Cash snd 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 ol"three months or less. which

are readily convertible to known amounts of cash and are subiect to insignificant risk of
changes in value. Bank account balances include amounts held at various commercial banks

at the end ofthe financial year.

j. Comparative figures

Where necessary comparative tigures for the previous financial year have been amended or

reconfigured lo conform to the required changes in presenlation.

k. Events after the reporting period

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

l. Ultimote end Holding Fund

-l"he Fund is established under Section 24 (4) PFM Act,2012 and its ultimate parent is the

Commodities Fund.

m, Currency
The financial statements are presented in Kenya Shillings (Kshs.).
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Significant Accounting Policies (Continued)

Signilicant judgments and sources of estimation uncertaintv

The preparation of the Fund's llnancial statements in conformit,v- with IpSAS requires
rnanagement to make judgments. estimates and assumptions that aflbct lhe rcported
amounts of revenues. e\penses. assels and liabilities, and the disctosure of contingent
liabilities, at the cnd ol' the reporting period. Ho*ever. uncerlainr) about these
assumptions and estimates could result in outcomes that require a material adjustment to
the carrying amount of the asset or liability affected in fulure periods.
r) Estimates and assumptions.

The key assumptions conceming the t'uture and other key sources of eslimation
uncerlaint-v at the reponing date. that have a significant risk of causing a material
adjustment lo the carrving amounts olassets and liabilities within the next financial year.
are described belolr'. However. existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the
control ofthe Fund. Such changes are reflecled in the assumptions tvhen thel,occur.

6. Interest income from Invcstment of free funds

'l'he unut ili:ed.li tds ara place on high inlerest rute mainlt ut the pret,ailing nru,ket
intere.\t rale. lnterasl eurned on unutili:ed funds is u: indicalctl aboye.

7. Inlerest income from staff loans

Description
2020/202 t 20t9/2020

Kshs. Kshs.
liousing Finance Corporat ion-Mortgages 2.026.841 I .574.320

Family Bank-Car Loan 180.060 206.37?
Total lnterest Income from staff loans 2,206,90t 1,780,692

Interesl otrstoff rnortgages und t'ur loan is t'harged at 3',4 in line vith SRC Requirenrcnt. T-he

arrrcunls represents inleresl ?urned b.t' the mo./acilities thtring tht vear reyiex'.

Description
2020/2021 20t9n020

Kshs. Kshs.
[{ousing Finance Corporation 5 I 7.329 617.892
Family Bank 342.327 203.507
Cooperatir c Bank 0 0

Total lnterest lncome from free funds 859,656 8.ilJ99
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Notes to the Financial Statements (continued)

E. Use ofGoods and Services

Description
2020/202 t 2019/2020

Kshs. Kshs.

Administration fees 2. I I 6.871 1.677.506

Bank charges 7.200 7-560

Total 2,t24,071 I,685,066

The administration fee relates to commissions paid to ]lF'C and Family banks for undertaking

the scheme adminislralion work oithe mortgage and car loan respectively. HFC is takes the

entire 30lo charged on loans as their commission while Family bank takes 1.5% ofthe interest

charged as their interest.

9(a) Cash and Cash Equivalents

Description
2020/2021 2019/2020

Kshs. Kshs.

Commodities Fund Mortgage and Car loan Accounts t5.679.279 12,753,278

Total Cash and Cash Equivalents ts,679,279 12,753,278

9(b) Detailed analysis ofthe cash and cash equivalents

2020/202 t 20t9/2020
Financial lnstitution Account

n umber
Kshs. Kshs,

Mortgage and Csr Loan
Fund
Cooperative tsank Account 0 0

Housing F'inance

Corporation
9.039.4 r6 9.408,764

Family Bank 6.639,863 3.344.5 l4
Crend Total 15,679,219 12.753,278

'fhe Fund's back -up accounls held at Housing tinance fbr both Mortgage and Car loans holds
lunds that are disbursed to the loan beneficiaries less principal recoveries. The account's
balance is therefore expected to have equivalenl to aggregate disbursed loans less principal
recoveries. The back -up accounl does not earn intercst.
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10. Receivables from Exchange Transactions

l0 b

Description 2020/2021 20t9/2020
Kshs. Kshs.

Current Receivables

Cash on 'l'ransit-HFCK 82.594

Total Current Receivebles 82,594 o

The fund had eamed the above interest on various accounts but the same had not been
credited in Fund's accounts by close of financial year. Further, Kshs. 82.594 received as Loan
repayment had not be credited.

I l. Staff Loan Receivahles

2020/202 t 20t9/2020
Staff Loan Short term
StaffMortgages 6.373.245 -s.58 t.902

Car Ioans 1.660.307 t,983.744
Total Short term Lorns 8,0J3,552 7,565,646
StrlT loan -long t€rm
StaffMortgages 65.276.097 59.0?1.967
Staff Car Loan ?.972.57 | 5.339.209
Total Non-Current Receivables 72,248,66a @)s,t76

Grand Totsl 80,2E2,220 11929,822

The maximum repayment period for mortgage lacility is 20 years while thal of the car loan
facility is 5 years. The entire receivable would therelbre be collected in a period not
exceeding 20 years.

Description
2020/202 t 20t9/2020

IGhs. Kshs.

Administration fee 226.932 r36.902

Description
2020n021 20t9/2020

Kshs. Kshs.
Currcnt Receivrblcs

lnterest Receivablc Co-op Bank 0 0
Housing Finance 0 0
lnterest Receivable -Family Bank 7{ ??1 0
Total Current Receivrbles 75,223 0

12. Trade and other payables
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lnlerest Capitalised r68.678 82.594

Totsl trade snd other pryables J95,610 219,497

Ageing analysis: (Trode snd other payables) 2020t2021

o/o ol
total 20t912020

o/o

of aotal

Under one year r76.ll3 44 o/" l16.924 6201"

| -2 vears r36.914 35on 81.573 38v.

2-3 years 82.573 2l on

Over 3 vears

Tolsl 395,610 l(fro/" 2t9,497 l00o/o

'I'he Family bank who are entitled to 1.5% or halfof'the interest charged on car loan facilities

have not invoiced their commission for payment. Thc figure above represents amounts o$ed to
bank since inception ofthe scheme.

13. Net cssh flows from operating activities

14, Financial risk management

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

The Fund's overall risk management programme focuses on unpredictability ofchanges in the

business environment and seeks to minimise the potential adverse effect of such risks on its
performance by setting acceptable levels of risk. The Fund does not hedge any risks and its
policy is to advance mortgage and car loan facilities to Commodities Fund Employees only and

the same is recovered through checkolfto reduce default risk.

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

s) Credit risk

The Fund has exposure to credit risk. which is the risk that a stafFwill be unable to pay amounts

in full when due. Management assesses the credit worthiness of'loan applicant by ascertaining

the applied amount is within the olTicers maximum limit and the same can be accommodated

Description
Balonce
C/down

Ealance
B/F

2020/2021 2019/2020

Kshs. Kshs. Kshs. Kshs.

Surplus/ (delicit) for the year before tax 942,,486 937,025

Adjusted for:
Interest income 80.282.220 7 t.929.822 (8,3 52.3e8) (20,040.834)

Working capital adjustments

lncrease in receivables

lncrease in payables 226.932 t36.902 90.030 t03. t 86

Net cash llow from operating rctivities (7,319,8E2) (t 9,000,623)
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in the payslip within the l/3 rule. Individual loan limits are ser in the regularions as guided by
lhe SRC circular which introduced the Mortgage and Car [-oan facilities.

The carrying amount ofloans recorded in the financial slatements that represents the Fund's
maximum exposure to credit risk is as follows

The statl loans under the fully pertbrming category are paying their debts as required .The
receivables are 100% covered by value ofthe Iinanced assets.

b) Liquidity risk management

Ultimate responsibility lor liquidity risk management rests with the Fund management
Committee. who has built an appropriate liquidity risk management framework for the
management of the Fund's short. medium. and long-term funding and liquidity management
requirements. The Fund manages liquidity risk through continuous monitoring oflorecasts and

aclual cash flows.

The table below represents cash tlorvs pa)'able by the Fund under non-derivative financial
liabilities by their remaining contractual maturities at the reponing date. The amounts disclosed
in the table are the contractual undiscounted cash flows. Balances due within l2 months equal
their carrying balances. as the impact oldiscounting is not significant.

Description
Total amount

Kshs.

Fully
performing

Kshs.

Past

due
Kshs.

Impaired
Kshs.

At 30 June 2021

Receivables From Exchange

Transactions-Car loans and

morlgages
80.282.220 80.282.220

Receivables From Non-Exchange
'l'ransaclions

Bank Balances t5.679.279 t5.679.279
Total 95,961,499 9s,961,499

At 30 June 2020

Receivables F'rom Exchange

Transactions- Car loans and

mortgages
71.929.822 7t.929.822

Receivables From Non-Exchange
Transactions

Bank Balances t2.733.278 t2.753.278
Total E.t,683,100 84,6E3,t00
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Description

Less than I
month

Between t-
3 months

Over 5
months

Total

Kshs. Kshs. Kshs. Kshs.

At 30 June 2021

Trade Payables I 8.526 73. I 78 303.905 395.6 t 0

Total 18,526 73,178 303,905 395,610

At 30 .Iune 2020

Trade Payables 12.790 37.559 I 69. t48 2t9.497

Total 12,790 37,559 169,148 219,497

c) Interest rate risk
Interest rate risk is the risk that the Fund's tlnancial condition may be adversely afl'ected as a

result of changes in interest rate levels. lnterest rate on staff facilities is fixed at 3% in line

with SRC circular but free funds are attract interest at the market rate. The interest rate risk

exposure arises mainly from interest rate movements on the Fund's deposits.

Monagemenl of intercsl rule risk
To manage the interest rate risk, management has engages the bank and monitors interest rate

movemenl to ensure free funds are placed at appropriate interesl rates prevailing at the time.

Notes to the Financial Statements (continued)

d) Capital risk management.
The objective of the Fund's capital risk managemenl is to safeguard thc Fund's ability to
continue as a going concern. l-he Fund capital structure comprises ofthe following funds:

Description
2020/202t 20 t9/2020

Kshs, Kshs.

Revolving Fund as at 0l July
Staff Mongages Revolving Fund 80.000,000 70,000,000

StaffCar Loan Revolving Fund 10.000.000 10.000.000

Accumulated surplus ( Re.sen'es/ 5.723-707 4.781.22t

Adjustment 237.752 98. t2 t

Total funds 95,961,499 84,683,100

l-ess: Cash and Bank Balances (t5.679.279) (12.753.278)

Net debt/(excess cash and cash equivalents) 80.282.220 71.929,872

Gearing 84o/o 85Yo

Total assets ol the |'und are adjusted the outstanding interest receivable and payables at 1'ear
end payables)

15. Related prrty balances

a) Nature of related party relationships

l0
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Commodities StaffMortgage and Car Loan Fund is wholly owned by Commodities Fund Who
provide capital and the Fund management. The personnel charged with the responsibility of
the Fund are fully compensated by the Commodities Fund and StaffMongage Car Loan Fund
does not incur any cost on them.

There were no new capital injection during the year under review.

16. Events after the Reporting Period

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

17, Ultimate And Holding Entity

The Commodities Fund Staff Mortgage and Car loan Fund is a scheme under the
sponsorship of Commodities Fund which is a SAGA under ministry of Agriculture and
Livestock Development.

lE, Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest
shilling.
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18. AI\INEXES

Annex I: Progress on Follow Up of Prior Year Auditor's Recommendetiong

There were no issues raised by the auditor

Fund Manager

PPz'

Date.
1174l*l

Reference

No. on the
external

audit Report

Issue / Observations from
Auditor

Mrnegement
commetrts

Stetus:
(Resolved

/ Not
Resolved)

Timefram
e:

(Put a

date when
you expect
the issue

to be

resolved)

5.Noo-

Prcprrstior of
Crr rnd
Mortg.Sc Fuods

Flnsncirl
SlrtcECrts

The statement of 6nancial glsition
reflects total investments of
Kshs. 128.242.000. The amount
includes staff mongage loan and
car loan deposits amounting to
Kshs.l16.164.000 and
Kshs.12.078.000 rcspcctivcly.
However. thc Fund did not prcpare

linancial statements for the
schemes and submit them for audit
as required b1 the Salary and
Remuncration Commission (SRC)
Circular Ref. SRC/ADM/CIR/I/l l
vol. lll (l2E) dated 17 Dcccmber.
2014 on Car l.oan and Mongage
Schcmes lbr Surte officers and
other Public Officers of the
Covemmcnt of Kenya.

In the circumstances. Managemcnt
uas in breach of lhe law.

It is ttue the Commodities
Fund did not prcpare sepaEte
financial statements for Car
l,oon and Mongage schoncs,
The omission was as a rcrult
of the Fund nor having
gaz.encd rcgulations for Car
lnd Mongag€ schemcs which
arr the basis of prcparing
sepatate linsncial sl,.tcments.
The Fund has prcparcd
sep{r"atc linancial slatcmenls
for mongage and Car loan for
the from Msrch 2018 to
202317024.

Silas N1'aga-

[:inance

Managcr

Resolved
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