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Commodities Fund Staff Mortgage and Car Loan Scheme
Annual Repo and Financial Stalemenls For the year ended 3Ah June 2022

I. ABBREVIATIONS, ACRONYMS AND GLOSSARY OF TERMS

A. Abbreviations And Acronyms

BoT Board of Truslees

CEO Chief Executive Officer

CBK Central Bank of Kenya

ComFund Commodities Fund

FUND Commodities Fund StaffMortgage and Car loan Fund

ICPAK lnstitute of Certified Public Accountanrs of Kenya

IPSAS lnternational Public Sector Accounting Standards

MT Managing Trustee

NT National Treasury

OCOB Ofllce of the Controller of Budget

OAC Office of the Auditor Ceneral

OSHA Occupational Safety and Health Act of2007

PFM Public Finance Management

PPE Property Plant & Equipment

PSASB Public Secror Accounting Standards Board

B. Glossary of Terms

Fiduciary Dansgement- Members of management entrusled directly with the responsibility
and trust for the organisation financial resources.

ll
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Commodities Fund StaIJ Moilgage and Car Loan Scheme
'Annual Reporl and Financiol Slalemenls For lhe year ended 3Oh June 2022

2. KEY FUND INFORMATION AND MANAGEMENT

a) Background information

Commodities Fund Stafl Mortgage and Car Loan Fund is established by and derives its
authority and accountability tiom the provisions under Section 84 ( I ). Section 24 (4-7) ofthe
PFM Acts. 2012 National Govemment and Section 127 (l) (2) of the PFM (National

Govemment) Regulations, 201 5.

The Commodities Fund Staff Mortgage and Car Loar Irund was established in March 2018 as

a revolving Fund pursuant to the Salaries and Remuneration Commission (SRC) Circular Rell
No. SRC/ADM/CIPJl/13 Vol. lll (128) oi lTrh December 2014 on Mortgage and Car Loan

Schemes lbr State Oflicers and other Public Otllcers of Govemment of Kenya. with the

objective olproviding a loan scheme lbr the purposes olacquisition motor cars and rcsidential

properties for stall'.

The Fund is rvholly owned by Commodities F'und and is domiciled in Kenya.

b) Principal Activities
The principal activity ofthe l"und is to provide:

i) Mortgage loans lo ComFund Suff for the sole purposes of:
a) Purchasing Land and Construction
b) Purchasing and existing rcsidential Property

c) Construction. renovation and or improvement ofexisting mortgage property.

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

propert),

ii) t,oans lor acquisition of motor car fbr the personal use by ComFund Staff.

The Fund is administered by the Commodities Fund Staff Mortgage and Car l.oan Advisory
Cornmittee. The committee is chargcd with the responsibility ol proccssing loans fiom
applicants in accordance rvith laid down approved regulations. setting up a revolving Fund fbr
the disbursement ofloans. and supervising the day-to-day operations ofthe F'und.

The lund administralor is responsible fbr the day+o-day operations.

lll
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Commodities Fund Stall Mortgage and Car Loan Scheme
Annual Reporl ond Financial Slatements For the yeat ended 3Uh June 2022

c) THE FUND MANAGEMENT COMMITTEE
The Fund's Secretariat and the administrator are drawn tiom ComF-und bu1 its management is
under the Housing Finance Corporatron, Corporative bank and the Famill Bank. The role of
the banks is to manage the fund and provide administrative servrces lbr the I'und.

SN Position Name

I Chairperson Jane W. Kimani

2 Committee Member Nesline Gechuki Okiko

3 Committee Member Godfrey Kinyua Muriithi

4 Committee Member Roseline Wambura

5 Fund Manager/Administrator Ms.Rose Ndiritu

6 Fund Accountant Mr. Silas Nyaga

(l'his seclrcn rrill be appltcable /or Puhlrc Funcls that haye a Board ol TrusreestFund
Admirustrdlnn ('ommtlke- lnpul names ofull the menbers who held tffice during the penod)

tv
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Annual Report and Financial Stalements For the yeor ended i(lh June 2022

Key Fund and Informrtion Management (Continued)

d) Key Management

SN Position Name

Fund Manager/ Administrator Ms. Rose Ndiritu

2 Fund Accountant Mr. Silas Nyaga

(lnclude all positions regarded as munagemenl invtlved in the day-to-duy, administrution oj
the Fund).

e) Fiduciary OversightArrangements

( Prot ide u hi -level descri lron o rhe ke duciar otersl ht urra emenls coven .t ))

e) Fiduciary Oversight Arrangements

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

i) Finance and Audit Activities

The Fund has developed key policy to guide administration of Mortgage and Car Loan which
complies wilh the requirements of the Public Financial Managemenl Act 2012 and SRC Circular
Ref. No. SRC/ADM/CIR/I/13 Vol. tll (128) ol lTth December 2014. Annual capital requirement
of the Fund is factored in ComFund budgets approved by BoT and thereafter approved relevant
govemment agencies before implementation. Bank accounts are opened with the authority of the
National Treasury and operated by oflicers appointed by the lloard of 'l'rustees of Commodities
Fund. Intemal controls in place do not allow an ol'ficer of the Fund to initiate and complete
transaction on his/her own. Thc lntemal Audit department of the ComFund reviews operational
and financial activities ol Fund independently and reports directly to the Audit. Risk and
Govemance Committee of the Board of Commodities Fund. The Fund is annually audited by the
Auditor General who reports its lindings to the National Assembly.

Position NemeSN

Managing Trustee Ms. Nancy C. Cheruiyot, The Managing Trustee

2 Intemal Audit Mr. Edwin Muchiri . Head. Intemal Audit
Ms. Jane W. Kimani l'{ead ol Debt Collection
(Chairperson)

.) Stalf Mortgage and Car

L,oan Managemenl

Committee

4 Staff Mortgage and Car

[,oan Management

Committee

Ms. Rose Ndiritu. Head, Human Resources and

Administration ( Fund Manager/Secretary )

Fund Accountant Ms. Silas Nyaga Njagi. F'inance Manager5
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ii) CreditAdministration

'l'he Fund through its regulations has established credit guidelines to help in adminisrrarion
mortgage and car loan to stal'f. Crcdit approvals are vested in mo(gagc and car loan Committees
to avoid decisions being made individuatly.

iii) Overall Supervision by the Board

While the mortgage and car loan commitlee is responsible fbr day to da1'running olthe Fund. it is
supenised by the Managing 'l'rustee and the Bo-I of Commodities Fund. AII major decisions
regarding the managcment ofthe l"und and approval ofannual financial slalement is done by BoT
ol the ComFund.

f) Registcred Offices

I lrl' floor. Utalii House
Utalii I-ane
OtT Uhuru Highway
P. O. Ilox 52714 - 00200
City Square
NAIROBI, Kenya

g) Fund Contacts

Mobile : +254-728-60242718
+254-737 -204278t9

Key Fund and Information Management (Continued)

E-mail
Website

inlbfalcomfund.co.ke
u'ww.comtund.co.ke

h) Fund Bankers

i) Co-operative Bank of Kenya Ltd
Waliulima Branch
P. O. Box 4823 I -001 00
NAIROBI, Kenya
Tel : +254-20-1276000
Fax : +254-20-219821

Wcbsite: www.co-opbank.co.ke

ii) Housing Finance Ltd
Gill House Branch
P.O. Box 30088-00100
NAIROBI, Kenya
Tel:. +254-203262000:
Emai I : custonrer.service(r?hfgroup.co.ke

vl
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iii) Family Bank Ltd
Cargen House Branch
P. O. Box 74145-00200.
NAIROBI, Kenya
Tel:0703 095 115:'

Email: info@familvbank.co.ke

iv) Independent Auditor

Auditor-General
Offrce of Auditor Gen€ral

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

v) Principal Legal Advisor

The Attomey General

State Law Oflice and Department of Justice

Harambee Avenue

P.O. Box 401l2
City Square 00200

Nairobi, Kenya

vn
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3. MANAGEMENTTEAM

Area of Responsibilii.v-: Managing 'l rustee

Academic
Managemcnt.
Sociologr,.

Qualification:
Bachclor ol' Arts

MBA-[]inancial
licononrics &

Professional Qualification: ACCA.
Doctor ol'philosophy in llusiness Adnrinistration 1on-
going).

l. Ms. Nancl Chelangat
Cheruil'ot, FCCA

2. Mrs. Jane Kimani-Njenga Area of Rcsponsibility : I lcad. Debt Rccovery'.
('orp(rralc l)lanning & Stratcgl .

Academic Qualification: MBA- Stratcgic
Managenrcnt (t-lniversity' ol'Nairobi). l]achelor of'
Ilducalion- Arts iEgerton IJ nivcrsity )

Professional Qualification: Advanced [)iploma
(Associatcship) in Banking & Financial Scn,iccs

Professional Membership: Associate ol' Keny'a
lnstitutc ol' Bankcrs (i\KlB)

Arcr of Responsibility: Credit

Academic Qualification: Bachelor of' Commcrcr'.
MBA Projcct Nlanagenrent

Professional Qualification: ACCA- ongoing.

o Area of Responsibilitl': IC I'.

o Academic Qualification: M.Sc. in l.'l (S1'stcnrs

Securitl,& Audit). MBA lrinance Option, Bachclor
ol' Sciencc in I'l'.

o Professional Qualification: PRINCf:2. I lll-.
CCNA. CPA (K) Oraclc OCP. MCSE & JAVA
Progranrnrer.

3. Ms Roscline Wambura

{. Mr. Solomon Kirwa

\
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Annual Report and Financial Stoteme,rls For lhe yeor ended 3Ah June 2022

5. Mr. Silas Nyaga Area of Responsibility: F inance and Accounting

Acadcmic Qualilication: MllA- Financc (KU)

Bachclor ol'Conrnrcrce in Accounting { Kl .')

Professional Qualification: CI)n (K). Cl'}S

Professional Membership: I;ull Mcmber of Institule
of Ccrtificd Public Accountant of Kenya

6. Mr. Nesline Gechuki Okiko

I

Area of Responsibilitv: t-cgal Sen ices

Academic Qualification: Bachelor ol' l-aw

Professional Qualification: Diploma in I-au

Area of Responsibili(v: I lunran Rcsourccs &
Administration.

Academic Qualification: MllA - HR (KU).
Bachelor ol Education (Arts) KLJ.

Professional Qualification: Cl lRP. I Iigher Diploma
IIR (KNITC)/lllRN4
Certificd Public Secretan-CPS (K). Ccrtified
Prol'cssional Mcdiator

Professional Membership: ["ull Member ol Inslitutc
lluman Rcsourccs Managcmcnt rvith Practising
Certilication
Area of Responsibility: Supply Chain.

Acadcmic Qualification: Ilachclor oi Arts. MS('
Procurcment & [.ogistics (JKL IAT).

Professional Qualifi cation: MCSTPS

7. Ms. Rose Ndiritu

8. Mr. Tomno Kibichii

t\
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8 Ms. Florence Kipruto

l)epu(v Fund Administrator

9. CPA Vincent Kilonzo

Deputy Fund Accountant

Area of Responsibili(r': Irinancc and Accounling
Rccords managemont

Academic Qualification: MSC (Ongoing)- (KCA)

Bachclor of Cornmcrce in []anking and Financc (

E(;ER l'ON tJNIVI:RSIT\')

Profcssional Qualification: CPA (K )

Professional Mcmhership: []ull Member of Instilutc
of Ccrlitied Public Accountanl ol Kent a

Area of Responsibilitv: lluman Resource and
administration Rccords Management
Acadcmic Qualification: MSC-tlR (JKLlAl-)
Bachelor olBusincss Management ( IIR).

Professional
Managcment

Qualifications: I Iuman Resource

Membership: lnstitute ol Ilunran Resources
Managcmenl.
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1. CHAIRMAN'S REPORT

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

July 2018 in line with the SRC guidelines to enable Commodities Fund staff acquire residential

houses and motor cars at alfordable rates in order to altract, retain, and motivate stall'. I am excited

to note tremendous growth of the Fund to Kshs. 126 nrillion from the humble initial capital

allocation of Kshs. 70 million in the FY 201712018.

I am pleased to present the ComFund staff Mortgage and Car Loan Fund financial statements for
the F'inancial YeN 202312024. 'fhe Fund is fully funded b1' the Commodities Fund through annual

allocations based on demand and availability offunds. The uptake of Mortgage and Car l,oans has

remained high and is projected to grow t'urther as a result of the newly employed staff'.

'l'he govemance and management olthe scheme is as set oul in the loan entitlement and conditions

set oul in ComFund Stafl Mortgage and Car Loan Fund policies and regulations 2024 and as per

guidelines issued by the SRC.

I am delighted to note the l'acilities advance to staff have helped them to improve their wellbeing

and those of their families.'['he scheme comes in handy to support govemment ef'tort of providing

affordable housing for citizens ol this great nation.

I take this opportunity 10 thank the Commodities Fund for I'unding the scheme. the Fund

Management Committee for their dedication to serve. and the staff who have borrowed and

continue to service their lbcilities f'aithfully.

\--t.}!- r

Ms. Jane Kimani
Chairperson, Commodities ['und Staff Mortgage and Car Loan Fund

xl



Commodilies Fund Stoff Mortgage and Car Loan Scheme
Annual Report and Finonciol Statements For the year ended 3(lh June 2022

5. REPORT OF THE FUND MANAGER/ ADMINISTRATOR

'l'he Commodities Fund StalT Mortgage and Car Loan Fund was established and is govemed by
the existing internal regulations and govemment guidelines. Consequently. the management is
hereby pleased to present the linancial statements lbr the period ended 30th June 2022. The
financial statements presented comprise the statement ol' financial performance. slatement of
financial position. statement ol'changes in net assets. statement of cash flows and statement of
comparison of budget and Actual.

-fhe 
ComFund Staff house and Car Loan scheme has ensures prudent financial management and

reporling in line with the PF'M Act. 2012. PFM regulations 2015 and the Intemational Public
Sector Accounting Standard. Application ofthe above has made the scheme et'fective thus meeling
lhe intended purposes.

The implementation and administralion of the fund is overseen by stafT mortgage and car loan
management committee in liaison with extemal service prol'iders. The Comminee meets quarterly
and or on need basis to consider loan applications and make recommendations to banks contracted
to give mortgage and car loan facilities to staff. The Commodities Fund has funded the scheme
trom its inception a tune of Kshs. 120 million from the inirial capital Kshs. 70 million in 2018.
'l'he scheme was not allocated new funds in 202112022 duc to shortage of funds. T'he scheme has

cumulatively issued loans anlounting to Kshs.105.940.000 lo seventeen (18) nternbers of staff.
'fhe outstanding loans as at dale ofreporting stood at Kshs.75,683.279.

I wish to report that during the period under revie*'. one slaf'f bencfited from the mortgage and two
more applications u'ere launched and underway. Accordingly. the total amount disbursed in the
year was Kshs. 5,640,000.

'[-he scheme continues to meet its objectives ol facilitating stafT to acquire houses and motor cars
at fhvourable rates and thus atlracting competenl stali retaining and motivating thern lbr high
productivity. I encourage the statIto make use ofthe fund to better their wellbeing as well as those
of their families.

I take this opportunily to sincerely thank the Commodities Fund tbr the generous sponsorship of
the scheme and overall supen'ision. Further. I thank the Fund management Committee for their
guidance. the management lbr the day to day running the scheme as well was our valued borrowers.
You all made the scheme achieve its objectives.

P.bl
Ms. Rose Ndiritu
Fund Manager
Commodities Fund-Staff Mortgage and Car Loan Fund

x
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6. STATEMENT OT PERFORMANCE AGAINST PREDETERMINED OBJECTIVES

Contmodities FtLnrl through its current Strategic Plan tbr the FY 2018 - 2023. has incorporated the

objective of the Salaries and Remuneration Commission Circular Ref': SRC

iADM/CIRi I / I 3Vol.l II ( 128) dared l4th 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 : To attract and retain skilled. motivated and productive human

capital

The anntal 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 faciliries to statT whose aim is

to improve their welfare and those of their families. Consequently. staff would be motivated and

retained for foreseeable future. Assessment ofscheme pertbrmance against its annual work plan is

done on annual basis. The performance of the Staff Mortgage oncl Car /onn scheme against
perfbrmance targets set for the FY 201817023 period, as indicated in the diagram below:

Strategic
Pillar/Theme/Issues

Objective Key
Performance
lndicators

Activities Achievements

Organizational

Capacity

1'o attract and

retain skilled.

motivated and

productive

human capital

Percentage of
staff attracted.

retained and

increase of stalf
accessing the

mortgage

lmplement
new

organization

structure to
enhance staff
capacity to

access

mongage and

car loans

The Fund was

able to attract 8

skilled stafi
retain all its
staff and one

was able to

access

mortgage while
two others were

not able to

complete the

process.

xlll
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7, CORPORATE GOVERNANCE STATEMENT

Commodities Fund Staff Mortgage and Car Loan Fund is a revolving fund was established
pursuant to thc Salaries and Remuneration Commission (SRC) Circular Ret-. No.
SRC/ADM/CIRi l/ l3 Vol. Ill (128) of l Tth December 2014 and Secrion 84 ( I ). Section 24 (4-7) of
the PFM Acts. 2012 lNational Govemment) and Secrion 127 (l) (2) of thc PFM (National
Govemmcnt) Regulations. 201 5.

-fhe objective of the Fund is to provide loans to members of lhe scheme fbr the purposes ol
acquisitioning motor cars and residential properties fbr stafl and their families.

Process of appointment and removal of Fund Administration Committee members
T'he Fund Administration Committee members as stipulated in section 6(a) i and ii of'schemes
regulations 2024 are appointed into olfice by the Commodities Fund Managing Trustee for a three
ycar tenure renewable once. 'fhe Managing Trustee as the appointing authorit)' may also revoke
the appoinhent ol'a member.

Roles and funclions of the Fund Administrotion Committee Members,
The Fund Adminislrative committee as stipulated in seclion 6(c) of Dratied Comt.'und SlalT
Mortgage and Car loan Scheme regulations 2024 are required to:

(i) Recommend appointment of mongage institution.
(ii) Liaise with the mortgage institution to ensurc the scheme is adequately funded and

operaled on revolving fund concept to disburse loans.
(iii) Develop mortgage eligibility criteria.
(iv) Recommend successful mortgage applications for f unding b.v- the mortgage institution
(v) Supen,ise and control the administration ol'the Schemc:
(vi) Utilize the administration cosls accruing therelo to delray operaling expenses of the

scheme and may impose any rea-sonable restrictions or olher requirements conceming
such use:

Committee Meetings
I'he Commitlee meels quancrll, or on need basis to deliberate on the specilic agenda broughl
befbre it. l-urther. thr: Committee ovcrsights the llnancial and operational activities of lhe [rund.

Training for Committee members and Management
"l'he scheme recognized the nced for knowledge and skills in management resources invested in
the scheme. 

-fhe 
Employer Commodities Fund. ollers training opportunities to members of statT

based on identified skills gaps.

Conflict of interest
Fund administrative commitlee membcrs are required to declare ilthey are conllicted in any of the

agenda item table betbre the committee. Where a member is conflicted. he or she is required lo
refiains liom casting a vote on the matter.

xtv
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Fund Committee remuncrrtion
Members of the committee who are all members of staff of Commodities Fund offers services to

the Fund on voluntary basis.

Complience with existing lews end reguletions
The Fund is fully compliant with the exisling laws and regulations guiding the management of
Mongage and Car loan facilities. Previously, the Fund was unable to prepare financial statements

due to lack ofgazetted regulations.

Ethics rnd conduct rs well es governence eudit underteken (if eny)

The Fund has not camed out any ethic and govemance audit.

xv
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8. MANAGEMENT DISCIJSSION AND ANALYSIS

The Commodities Fund stall Mortgage and Car loan scheme was establishcd in 2018 with the
initial allocation of'Kshs.70 million bv the commodities Fund. The Fund has since groun to
Kshs.l26.63 5.65 I as at 30rh.lune 2021 and has granted loans amounting to Kshs. 105.940.000 lo
eighteen members of stalt.

Institution Mortgage Car Loan Totrl
Kshs Kshs Kshs.

Com Fund-Funding llFC
Corn Fund-Funding-l'am i ly
Bank

Com Fund-Funding-Coop
Bank

Principal

Rcceived HFC

RepaYment

4,O20,429
4,O20,429

Principal Repavment

Received Fanrill Bank 1,370,938 1,370,938

Principal Repayment

Received Co-operatit,e Bank

Interest Received llFC 2.628.6 t3 1.628.6 t 3

lnterest Received

Bank

Famill
6t5.988 625.988

Total Inllows 6,6d9.042 t,996,926 8,6{5,968

Scheme Adminislration Costs 2.220" r 0i 67.400 2.287.503

Bank Charges 7.3?0 7.3 20

Totxl Oumows 2,220,103 71,720 2291,823

Nel inflows/(outflows) 4..128,939 1,922,206 6Jsr,r45

T'hc bcneficiarics ofthe Fund and amount granted was as lbllows:

Financial Year Car Loan Mortgage
Amounl

Disbursed
No. of

Beneliciaries

Kshs Kshs Kshs Kshs

:0 I 8i20 l9 4.900.000 47.950.000 51.850.000 8

l0 t9/2010 1.300.000 19.750.000 21.050.000 )
2020/2021 0 23.400.000 23.400.000 l
20212022 740.000 4.900.000 5.640.000

Grrnd Total 9,9,10,000 96,000,000 105,940,000 l8

xvt
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Fund's key projects or investments decision implemented or ongoing,
'l'he Fund has continued to Fund purchases, development, renovation of properties and purchase

of motor car tbr personal use by members of staff and their t'amilies. The Fund does not engage in

implementing projects but members are l'acilitated to acquire the above assets assisted by

prof'essional service providers (financial institutions) recruited by the scheme. Uncommitted funds

are invested by the financial institutions to eam to some income 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 revieu,. a total ol Kshs. 5.640.000 was disbursed to two statf.

Cumulatively. a total of Kshs.l06 Million was disbursed by 30'h June 2022 while loans amounting

to Kshs. 76 Million was outstanding as at 30'h June 2022.

Fund's compliance with statutor? requirements,
The Fund has complied with statutory and tax obligations in discharge of its mandate. Further. the

Fund complied with the laws and regulations applicable in management of lhe funds.

Major risks facing the Fund, material arrears in statutory and other financial obligations,

l-he I;und has put in place risk managenlent framsworks lbr risk identif-rcalion and mitigation.

Additionally it has incorporated risk management in planning. execulion evaluation as well as

business continuity arrangements-

Key risks faced by the F'unds include:

> Liquidity Risks- Inability of lhe scheme to meel mortgage and car loans demands of the

stallgiven the only source offunding is allocation from thc sponsor Commodities Fund.

r. Credit Risks- Credit risk is the risk that a borrowers who have left commodities t'und

employment may delault on any type ol'debt by l'ailing to make required payments.

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

by l'ailing to make required payments

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

regulations u'hich may resuh to litigations and conflict of inlerest.

xvlt
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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. 2022, which show the state ofthe Fund's affairs.

Principal activities
The principal activities ofthe Fund are toJinonce the Commodities Fund stalf to purchase. develop,
renovate residential properlies and purchase private motor cars Jbr personal use.

Performance
The performance ofthe Fund for the year ended June 30, 2022, is ser out on page I

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

Auditon
The Auditor-Ceneral is responsible for the statutory audit ofthe Fund in accordance with Article
229 of the Constitution ofKenya and the Public Audit Act 2015.

By Order of the Board

\-.41-- r

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

Section 84 (l) of the Public Finance Management Act. 2012 requires thal. aI lhe end ol'each
financial year, the Administrator ofa Fund establishedby (The Fund should state the appropriate
legislution estahlishing the Fund) shall prepare financial slatements fbr the Fund in accordance

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

The Administrator of the Fund is responsible lbr the preparation and presentation of the Fund's

financial statements, which give a true and fair view ofthe state olaffairs ofthe Fund for and as at

the end olthe tinancial year ended on June 30, 2022. This responsibility includes:

(i) maintaining adequate financial management arrangements and ensuring that these

continue to be eifective throughout the reporting period.

maintaining proper accounting records. which disclose with reasonable accuracy at any

time the tinancial position ofthe tund.

designing. implementing and maintaining intemal controls relevant to the preparation

and t'air presentation of the linancial slatements. and ensuring thal they are free liom
material misstatements. \ 'hether due to error or tiaud.
saf'eguarding the assets of the ftnd:
selecting and applying appropriatc accounting policies. and

making accounting estimates that are reasonable in the circumstances.

(ii)

(iii )

(iv)
(v)
(vi)

The Administrator ofthe Fund accepts responsibility fbr the Fund's financial statements. which have

been prepared using appropriate accounling policies supported by reasonable and prudent
judgements and estimates. in conformity with lntemational Public Sector Accounting Standards

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

and ('ar Loan Regulations 2021. The Administrator olthe Fund is of the opinion that the Fund's

financial statements give a true and lair vieu'oflhe state of Irund's transactions during the linancial
year ended June 30. 2022 and ofthe Fund's financial position as at that date.

The Administrator tunher confirm the completeness ol the accounting records maintained for the

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

the adequacy of the systems ol intemal tjnancial control. ln preparing the financial statements, the

Administrator ofthe Fund has assessed the Fund's ability to continue as a going concem and nothing
has come to the attention of the Administrator to indicate that the Fund will not remain a going

concern for at least the next twelve months fiom the date ol'this statement.
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Appr.ovd of the finrnsal strtementg
Thc Fund b financial stotements were approved by the Board on 256 Septernber 2024 and sigred on
its behalfby:

Pry-'

(

Namc:

Cheirpcnon of the Fud

Name: (l*Se y'$ t&tP

Ilund Admlntutr.tor
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NAIROBIOFTICE OF THE AUDITOR.GEIf ERAL

E nho nr i ng Arountabil it1:

REPORT OF THE AUOITOR€ENERAL ON COMilIODITIES FUND STAFF
IIORTGAGE AND CAR LOAN SCHEIiE FOR THE YEAR ENDED 30 JUNE ,2022

PREAMBLE

I draw your attention lo 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 Govemance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effec{iveness 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 Lawfulness 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 Con$titution, the
Public Finance Management Ad, 20'12, and the Public Audit Act, 201S. 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 'l lo 21, which comprise of the

Repon of the AuditorGeneral on Commodities Fund Sta[ Moagage and Car Loan Schene for the year ended
30 June. 2022



statement of financial position as at 30 June, 2022. 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
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 mafter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Commodilies Fund Staff Mortgage and Car Loan
Scheme as at 30 June,2022 and of its financial performance and its cash flows for the
year then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the Public Finance Management Acl,2012.

Basis for Qualified Oplnion

Cash and Gash EquivalenE

The statement of financial position reflects cash and cash equivalents balance of
Kshs.S1,201,755 as at 30 June, 2022 as disclosed in Note 9 to the financial statements
indicates that Kshs.30,000,000, Kshs.13,284,897 and Kshs.7,916,858 were held in
Cooperative Bank, Housing Corporation Bank and Family Bank respectively. However,
the balances were not supported by monthly bank reconciliations, cashbooks and board
of survey to @nfirm the balances.

ln the circumstances, the accuracy and completeness of cash and cash equivalents of
Kshs.51,201,755 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 Mottgage and Car
Loan Scheme Management in accordance with ISSAI 130 on the Code of Ethics. I have
fulfilled other ethical responsibilities in accordance with the ISSAI and in acrordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have oblained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Mattere

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 lnformation 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.

Report of the Auditor4enerol on Commodities Fund Stfl Mortgoge and Car Loan Schene lor the year ended

30 June, 2022
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ln connection with my audit on the, Fund's financial statements, my responsibilig is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise 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 audit procedures performed and the matters described
in my Basis for Qualified Opinion, I confirm that other information is not materially
inconsistent with the financial 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 Conclusron on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothrng else has come to my aftention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1.0 Late Submission of Financia! Statements

The Management submitted the financial statements for the year ended 30 June, 2022lo
the Auditor-General on 30 September, 2024 contrary 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 The Natronal Treasury. (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 time; and (b) the annual financial statements
must be approved by the governing body.

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

2.0 Fund Operating Without an Approved and Gazetted Loan Scheme Regulations

The Fund is operating Staff mortgage and Car loan scheme without the existence of
approved and Gazetted loan scheme regulations. The Fund has no regulation contrary to
Section 24(11) of the Public Finance Management Acl, 2012 which provides for the
management, governance, structure, operation, scope, winding up procedures and
functionality and other provisions including financial for the fund since its inception in
2019.

ln the circumstances Management was in breach of the law

Report of the Aud or-General on Commodnes Fund Staf Mortgage ond Cor Loan Scheme for the year ended
30 June, 2022
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The audit was conducted 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. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, 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 audil evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion,

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards/Accrual
Basis and for maintaining effective internal 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, matters 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 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

Report of the Auditor-Gencral on Conunodities f-und Stdll Llorlgage ond Car l.oan Schene for the year endeel

30 Junc. 1022
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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(1Xa) of the Public Audit Acl,2015.

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.//www.oaqkenva qo. ke/auditor-oenerals-
res onsibilitiesJor-audiU . This description forms part of my auditor's report

FC , CBS
A ITOR.GENERAL

Nairobi

23 December, 2024

Report <tf the Auditor-Generql on Commodities Fund Stafl Mortguge and Cor Loan Scheme for the year ended
30 June. 2022
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Commodities Fund Staff Moilgdge and Cor Loan Scheme
Annual Reporl ond Financial Stalemenls For the year ended 3(lh June 2022

Note
202n022 2020/2021

Kshs. Kshs.

Revenue from exchange transactions

Interest income from investment olfree
funds

6
899,698 859,656

Interest fiom loan facilities 7 2,354,903 2,206,901

Total revenue 3,254.601 3,()56,s57

Expenses

Use of Goods 8 2,294,823 2,LZA,O7L

Total expenses 2,294,82' 2,L24,077

Surplus for the Year 959,774 942,486

12. STATEMENT OF FINANCIAL Pf,RFORMANCtr FOR THE YEAR ENDED 3OTH JUNE 2022

(fhe noles set out on pages 6 to 32 form an integral part ofthese Financial Statements)

The financial statements were approved on 25rh September,2\24by:

;:;WName b,\t Natf-rr

Fund Administrator

Name

Chairperson of the FundFund Accountant

ICPAK M/tlo.5078



Commodities Fund Staff Moagage ond Cor Loan
Annuol Reporl and Financiol Stalements Fot the

Scheme
r ended 3(lh June 2022

13. STATEMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2022

The accounting policies and explanatory notes to these financial statements form an integral pan of the
financial slatements.

The Fund financial statements were approved on 25'r' September. 2024 and signed by:

?*Yn'
""&"nf s"n rer p
Fund Administrator

me

Fund Accountrnt

ICPAK M/I{o.5078

Name

Chairperson of the Fund

1

Note
202 t/2022 2020/2021

Kshs. Kshs.

Assets

Currenl assets

Cash and cash equivalents 9 5t,20L,755 75,679,279
Receivables from Investment exchange transactions l0 (a) 47 ,834 75,223

Cash ln l'ransit l0 (b) 266,053 82,594

Receivables loans Exchange transactions il 8,502,040 8,033,552

Total Current A$ets 60,oL7,542 23,870,649

Non-current esets

Receivables Loans Exchange lransactions lt 67,781,239 72,248,668

Total Non-Current Assets 67,L8L,239 72,248,664

Tot&l assets L27,198,922 96,1L9,3Lt

Lirbilities

l'rade and other Payables l2 515,436 395,510

Totel Current Linbilities 515,436 395,610

Net Assets 126,583,485 95,723,707

Financed by:

Mortgage and Car loan revolving fund 120.000.000 90.000.000

Accumulated surplus (Resen'e.r) 6,683,485 5,723,707

Totel net rssets rnd lisbilities 126,683,rr85 95,723,707



('ommodities Fund Stalf Mortgage and Car loan Scheme
Annual Reporl and Financial Statements For lhe year ended 3Ah June 2022

14. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 3OTH JUNE 2022

Mortgage Fund Car Loan Fund Accumulated surplus Total
Kshs. Kshs. Kshs. Kshs.

As st I July 2020 80.000.000 r 0.000.000 4.78 t.22 r 94,781,221

Additional Capital

Surplus for the period 832.456 832,456
As al 30 Juoe 2021 E0,000,000 t0.000.000 5,613,677 95,613,677

Balance as at I July 2021 E0,000,000 t0.000.000 5,6t3,677 95,613,677

Additional Capital 30.000.000 30,000,000
Surplus for the period

| ,02t ,97 4 1.021,974

As st 30 June 2022 I10,000,000 10,000,000 6,535,551 126,635,551

3



('omnntlities Fund Stof/'llortgage urul Cur loan Sc'hentc

Annttal Reporl and Financial Stalemcnts l;or the 1,eur ended 3}'t"lune 2022

I5. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3OTH JUNE 2022

Note
202 t/2022 2020/2021

Kshs. Kshs.

Cash flows from operating activities
Receipts

Interest fronr liee l'unds 899.698 859.656

lnterest from loans 2,354,903 2,206,901

Principal loan repayment s,39L,367 15,133,685

Total Receiprs 8,645,968 t8,200,243

Payments

Use ofGoods 1.294.823 1.t)4.07 t

Loan Disbursements 740.000 23.400,000

lnlercst capitalizalion 52.4?6 86.083

Pavnrent adminislrator 167,4c0l (90,030)

Total payments 3,019,849 25,520,12S

Net cash llow from operating activities 27 5,626,7L9 (7,319,882)

Cash Flows from Investing Activities
(lncrease)/Decrease in Short-term receivables Staff
Mortgage &car loan Scheme (1s6,070) 159,800

lncrease/(Decrease) in trade payables 52,426 86,083

Net Cash flows from investing activities (103,643) 245,8a4

Cash Flows from Financing Activities
Additional funds liom ComFund to Mortgage lrund 30,000,000 t0,000,000

Net cash flows from Financing 30,000,000 t 0,000,000

Net increase/(decrease) in cash and cash equivalentg 15,522,476 2,925,001

Cash and cash equi!'alents at I Jull 2033 t6 L5,679,279 72,753,278

Cash and cash equivrlents at 30 June 202{ t6 51,201,755 t5,679,279
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Commodities Fund Stalf Mortgage and L'ar loan Scheme
Annual Report and Financial Statements For the year ended 3Ah June 2022

16. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 3OTH JUNE 2022

Description

Original
budget

Adjustments Final
budget

Actual on
comparable

basis

Performance
difference

o/o ol
utilizstion

Kshs Kshs. Kshs Kshs. Kshs.
A b c=(a+b) d e=(c-d) F=e/c

Revenue

Interest income 3,500.000 3.s00.000 3,254,601 245.399 7o/o

Total Revenue 3,500,000 3,s00,000 3rs4,601 24sJ99 7Yo

Expenses

Use ofgood and Services 2.400.000 2.400.000 2.294-823 105,t77 4o/o

Expenditure 2.400.m0 2,400,000 2294,E23 105,177 4o/o

Surplus for the period 1,100,000 I,I00,000 959,778 140222 130

Capital Expenditure 0v.
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Annual Report and Financial Statenenls For the yettr endett 3Uh June 2022

I7. NOTf,S TO THE FINAIICIAL STATEMENTS

l. General lnformation

('ommulilies Fund Stalf Mortgage ontl ('ar loem Flrrl is established by and derives its

authority and accountability from the Public Finance Management Act.20l2. The Fund

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

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

2. Statement of Compliance and Basis ofPreparation

-fhe 
financial statements have been prepared on a historical cost basis except for lhe

measurement at re-valued amounts ofcertain items ofmarketable securilies and financial

instrunrents at fair value. irnpaired assets al their estimated recoverable amounts and

actuarially determined liabilities at their present value. 'fhe preparation of financial

statements in conlbrmitl' with International I'ublic Sector Accounting Standards (IPSAS)

allows the use of estimates and assumplions. lt also requires management to erercise
judgement in the process ofapplying the Fund lr accounting policies. The areas involving
a higher degree ofjudgment or complexitr'. or where assumptions and eslimates are

significant to the financial statements. are disclosed in Note 5.'fhe financial statements

have been prepared and presented in Kenl'a Shillings. which is the functional and

reponing currency of lhe Fund. The 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.
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3. Adoption Of New and Revised Standards

Nev'and antnded standards and inlerpretal ion.s itr is.sue ffictive in the year ended
30 .lune 2023.

IPSAS
Financial

lnstruments

4lz
Standard

IPSAS 42: Social

Benefits

Effective date and impact:
Applicable: t'r January 2023:
The objective ol'IPSAS 4l is to establish principles for the
financial reporting of financial assets and liabilities thar will
present relevant and useful information to users of financial
statements lor their assessment of the amounts, timing and

uncertainty ofan Entity's t'uture cash flows.
IPSAS 4l provides users of financial statements with more
useful information than IPSAS 29. by:
. Applying a single classification and measurement model tbr

financial assets that considers the characteristics ofthe asset's

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

. Applying a single forward-looking expected credil loss model
that is applicable to all financial instruments subject to
impairment testingi and

. Applying an improved hedge accounting model that broadens

the hedging arrangements in scope of the guidance. The
model develops a strong link between an Entity's risk
management strategies and the accounting treatment for
instruments held as part ofthe risk management strategy.

The standard has no impact on the Commodities StaffMortgage
and Car Loan Fund.

Applicable: l"r January 2023
The objective of this Slandard is to improve the relevance.

f-aithful representalivencss and comparability of the information
that a reporting Entitl provides in its financial statements about

social benefits. The information provided should help users of
the financial slatements and general-purpose financial reports

assess:

(a) The nature of such social benefits provided by the Entity.
(b) The key l'eatures ol'the operation ol'those social benefit

schemes; and

(c) The impact ofsuch social benefits provided on the Entity's
financial performance. financial position and cash flows.

The standard has no impact on the Commodities StaffMortgage
and Car Loan Fund.
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Annual Report and Financiul Statenenls For tlrc ar ended 30h June 2022

Effective date and impact:

lt New and omended standads and interyrelalions in issue hut nol yel effeclive in lhe
year ended 30 June 2023.

Applicable I't January 2025

The standard sets out the principles for the recognition.

measurement. presentation, and disclosure of leases. 'fhe objective is

Io ensure that lessees and lessors provide relevant infiormation in a

manner that laithfully represents those transactions. This information
gives a basis for users of financial statements to assess the ef}'ect that

8

Strnderd
Amendments to

Other IPSAS

resulting from

IPSAS 41,

Financial

Inslruments

Applicable: lst January 2023:

a) Amendments lo IPSAS 5. to update the guidance related

to the components of borrowing costs which were

inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30. regarding illustrative
examples on hedging and credit risk which were

inadvertently omitted when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for
accounling for financial guarantee contracts which were

inadvertently omitted rvhen IPSAS 4l was issued.

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

classif ing financial inslruments on initial adoption of
accrual basis IPSAS which were inadvertently omitted

when IPSAS 4l was issued.

l'he amendment has no impact on the Commodities Fund Staff
Mortgage and Car Loan Fund.

Other

improvements to
IPSAS

Applicable I't Januory 2023

. 1P.S.4.S 22 Disclosurt of Finoncial lnfornation ahoul the

G e ne ral G ove rn nte nt Se c t or.

Amendments to refer to the latest System ofNational Accounts

(sNA 2008).

c IPSAS 39: Emplo.y,ee Benelits

Now deletes the term composite social security benefits as it is
no longer detined in IPSAS.

The smndard in no longer in IPSAS handbook.

o IPSAS 29: Financial instruments: Recognition and
Measurement

Standard no longer included in the 2023 IPSAS handbook as it
is now superseded by IPSAS 4l which is applicable from l"
January 2023.
'fhe standard was superseded by IPSAS  l

Standard Effective date and impact:
IPSAS 43



Conmodities Fund Staff Mortgage and Car loan Schente
Annual Report aml Financial Statements For thc year ended 3Ah June 2022

Standard Elfective date and impact:
leases have on the financial position. financial performance and cash

flows ofan Entity.
'l'he new standard reguires entities to recognise, measure and present

information on right ofuse assets and lease liabilities.
The standurd is not upplicable to Contmodities Fund staf Mortgage und
Car loan Fuml.

IPSAS 44:

Non- Current
Assets Held

for Sale and

Discontinued

Operations

Applicable l"t January 2025
The Standard requires.

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

measured at the lower of carrying amount and fair value less costs to
sell and the depreciation ofsuch assets to cease and:

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

presented separately in the statement of financial position and the
results of discontinued operations to be presented separately in the
statement of fi nancial performance.
l'he Standard is not applicable on Commodiries Fund Staff Mortgage and
Car Loan Fund.

ul Early odoption of standards

The Entity did not early - adopt any new or amended standards in the financial year or
the entilv adopted the following standards early (state the stantlards. rectson.for early
adoption and impact on enlily'slinanci l state enls.)
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Annual Report and Finoncial Statements F'or lhe year ended 3dt' .hrne 2022

,1. Signilicant Accounting Policies

a. Revenue recognition

Reven ue from exchange transactions

lnterest income

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

estimated future cash receipts through the expected lif'e ofthe financial asset to that asset's

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

interest income for each period.

b. Budget information

'l'he original budget for the Current FY was approved by the National Treasury in July
2023. Subsequent revisions and additional appropriations rvere made to the approved
budget in accordance with specific approvals from the appropriarc authorities. The
additional appropriations are added to the original budget Fund upon receiving the
respective approvals lo conclude the final budget. However. the l'und did not receive
additional appropriations in the year ended 30'h June 2022.

The Fund budget is prepared on the accrual basis same as the linancial statements. This
is informed by the facl that much ofthe Fund's income is derived from loans which accrue
interest daily and have specilic repayment date which does not necessarily correspond
with the reporting date. Secondly. as a credit institution, provision for non-performing
loans form sizeable part ofexpenses rvhich by its very nature does not involve movement
ofcash.
The amounts in the financial statements are therefore on same basis as in the approved
budget and does not require a reconciliation.

A comparison of budget and aclual amounts, prepared on a comparable basis to the
approved budget, is then presented in the statement of comparison of budget and actual
amounts. In addition to the Basis ditlerence. adjustments to amounts in the financial
statements are also made for dilTerences in the formats and classilication schemes adopted
for the presentation olthe financial statements and the approved budget.

a) Fiuancial instruments /assets

Initial Recognition and Measurement
Financial assets wilhin the scope of IPSAS 4l Financial Instrunrents: Recognition and
Measurement are classified as financial assets at fair value through surplus or delicit. loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
'l'he [rund determines the classificalion of its financial assets al initial recognition

Loans and receivables
[.oans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial measurement, such financial assets are

l0
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subsequently measured at amortized cost using the effective interest method. lcss impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition
and l-ees or costs that are an integral part of the effective interesl rate. Losses arising from
impairment are recognized in lhe surplus or deficit.

Impairment of financial Asset

Originating loans and provision for loans impairment

Loans are originated b1' the Commodities Fund Staff Loan Management Committee *,ho
recommend the granting ofthe facilit) to the financial institution and the loan is categorized as
loans originating from the Fund.

IPSAS 4l addresses lhe classification, measurement and de-recognition offinancial assets and

financial liabilities. introduces new rules for hedge accounting and a new impairment model
lor financial assets. Zfre Fuml does not haL'e ory heclge relation.thips und therelin.e the nety
hedge ac'counting rules hat'e no impact on the Funds Jinotc.iul sft enrcnls. A financial
instrument is any contract that gives rise to a financial asset ofone entity and a l'inancial liability
or equity inslrument of another entity. At initial recognition. rhe entity measures a financial
asset or financial liability at its fair value plus or minus. in the case ofa financial asset or
financial liability not at lair value through surplus or deficit, transaction costs that are directly
attributable to the acquisition or issue ofthe financial asset or financial liabilitl.

I. Financial assets

Classification of linencial assets

The Fund classifies its financial assets as subsequently measured at amoniscd cost. fair value

through net assets/ equity or lair value through surplus and deficit on the basis olboth the
Fund's management model for financial assets and the contractual cash florv characteristics of
the financial asset. A financial assel is measured at amonized cost when the linancial asset is
held within a management model rvhose objective is to hold financial assets in order to collect
contractual cash flows and the contractual terms of lhe financial asset give rise on specified
dates to cash flows that are solel) pa),ments of principal and inlerest on the principal
outstanding. A financial asset is mcasured at fair value through net assers/ equity if it is held
wilhin the management model whose objective is achieved by both collecting contraclual cash

flows and selling financial assets and the contractual terms of the financial asset give rise on

specified dates to cash flows thal are solely payments ofprincipal and interest on the principal
amount outstanding. A financial asset shall be measured at fair value through surplus or deficit
unless it is measured al amortized cost or lhir value through net assets/ equity unless an entity
has made irrevocable election at initial recognition for particular investments in equity
instruments.



Commodities Fund Staff Mortgage and Car loan Scheme

Annual Report and Financia! Statements For lhe war ended 3dh June 2022

Subsequent measurement
Based on the business model and the cash flow characteristics, the Fund classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair
value are presented in either surplus or de{icit or through net assets/ equity subject to certain

criteria being met.

-A.mortized 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 desiSnated 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.

t2
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Signilicant Accounting Policies (Continued)

Impairment

Thc Fund assesses. on the reporting date establishes whelher there is objective evidence that
financial assets or a fund of llnancial asset is impaired. Management then follou s the procedure

rcquired by regulation 145 ofthe PFM Act 2015. A financial asset ofthe Fund is deemed ro
be impaired when there objective evidence of impairment as a result of one of more events
thal have occur aller initial recognition ofthe financial asset(an incurred 'loss event') and thal
the has an impact cstimated future cash flows ofthe F-und that can be reliably be estimated.
Evidence ol' impairment ma1, include:
o Default or delinquency in interest and Principal
o The probability that the borrow will be declared bankrupt or undertaking other financial

reorganization

o 'l'he borrower is facing experiencing significant linancial dillculty
o Observable data indicates measurable decrease in in estimated future cash flows (i.e

changes in arrears or economic conditions that correlate with default.)

II. Financial liabilities
Classification
-l'he 

Fund classifies its liabilities as subsequently measured at amortized cost except fbr
financial liabilities measured through profit or loss.

c. Contingent liabilities
The Fund does not recognize a contingent liabilitl' bul discloses details ofanl- contingencies
in the notes to the financial statcments. unless lhe possibility of an outflow of resources
embodying economic benefits or service potential is remote.

d, Contingent assets

The Fund does nol recognize a contingent asset but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence ofone or more uncertain
luture events not wholly within the control of the Fund in the notes to the financial
statemenls. Contingent assets are assessed continually to ensure that developments are

appropriately reflected in the financial statements. lfit has become virtually certain that an

inflow of economic benellts or service potential rvill arise and the asset's value can be

measured reliably. the asset and the related revenue are recognized in the financial
statements ofthe period in rvhich the change occurs.
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Signifi cant Accounting Policies (Continued)

Nature and purpose of reservese

The Fund creates and maintains reserves in terms ofspecific requirements. (Fumt to state

the resen'cs nurintained and appropriatc policies adopted).

f, Changes in accounting policies and estimates

'l'he Fund recognizes the etl'ects ofchanges in accounting policy retrospectively. The ellects

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

impractical.

g. Foreign currency transactions

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

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

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

rate on that date. Exchange differences arising from the settlement ofcreditors. or from the

reporting of creditors at rates dilferent f'rom those at which they were initially recorded

during the period. are recognized as income or expenses in the period in u'hich 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 10 exercise significant influence over the Fund. or vice versa.

Members of key managenrent are regarded as related parties and comprise the Directors/

Trustee. the F'und Managers. and Fund Accountant.

Crsh and cash equivalents

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

call. and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of
Kenya (remove if not applicoble) and al various commercial banks at the end of the

financial year.
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Significant Accounting Policies (Continued)

j. Comparative ligures

Where necessary comparative figures fbr the previous financial lear have been amended or
reconligured to conform to the required changes in presentation.

k. Events after the reporting period

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

l. Ultimate and Holding Fund

The Fund is established under Secrion 24 (4) PFM Acr.20l2 and its ultimate parenr is the

Commodities Fund.

m. Currency

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

Notes to the Financial Ststements (Continued)

5. Signilicant judgments and sources ofeslimation uncertainty

'fhe preparation ofthe Fund's financial statements in conformitl. with IPSAS requires

management to make judgments. estimates and assumptions that affect the reponed

amounts of revenues, expenses, assets and liabilitics. and the disclosure olcontingent

liabilities. at the end of the reporling period. llowever. uncenaint). about these

assumplions and estimates could result in outcomes that require a material adjustment to

the carrying amount oithe asset or liabiliry affected in luture periods.

a) Estimates and assumptions.

1-he key assumptions concerning the l'uture and other ket, sources of estimation

uncertainty at the reporting date, that have a significant risk of causing a material

adjustment to the carrying amounrs ofassets and liabililies within the nexr tinancial year.

are described below. Ilowever. existing circumstances and assumptions aboul llture

developments may change due to market changes or circumslanccs arising bcyond the

control ofthe Fund. Such changes are rellected in the assumptions when lhey occur.
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Notes to the Finencial Statements (Continued)

6. Interest income from Investment of free funds

Description
2021/2022 2020/202t

Kshs. Kshs.

Housing Finance Corporation 408,5 I I 517 .329

Family Bank 49r.r88 342.32'l

Totrl Interest Income from free funds 899,698 859,656

The ttrutilizedfunds are placed on high interesl rale mainll, at the prevailing marke interest

rate. lnteresl earned on unutilizedfunds is as indicated above.

7. Interest incorne fiom slafJ loons

Description
202 t/2022 2020/202t

lGhs. Kshs.

Housing Finance Corporation-Mortgages 2.220,r03 2.026.84t

Family Bank-Car Loan 134.800 180,060

Total lnterest lncome from stsff loans 2,354,903 2J06,90r

Interesl on shlf ntortgages and cur loan is charged at 3%o in line $ith SR(' Requiremenl The

annunts represenls interest earned by the no facilities during lhe year review.

8. Use of Goods end Services

Description

Administration fees

202 t/2022 2020/202t

Kshs.

2.287.503

Kshs.

2,t16.871

Bank charges 7.320 7.200

Totsl 2,294,E23 2,t24,W I

The administration fee relates to commissions paid to HFC and Family banks for undertaking

the scheme administration work of the mortgage and car loan respectively. HFC is takes the

entire 37o charged on loans as their commission while Family bank takes 1.5% ofthe interest

charged as their interest.
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Notes to the Financiel Statements (Contitrued)

9(a) Cash and Cash Equivalents

Description 202t/2022 2020/2021

Kshs. Kshs.
Commodities Fund Mongage and Car loan Accounts 51.201.755 t 5,679.279
Total C83h ,nd Cash Equivalents 51J0t,755 15,679,279

9(b) Detailed analysis of the cash and cash cquivalents

202 n022 2020/202t
Finsncial lnstitution Account number Kshs. Kshs.
Mortgage and Csr Loan
Fund

30.000.000Cooperative Bank Account 0
Housing Finance Corporation 13,284,897 9.039.4 t6
Family Bank 7.9 t6.858 6.639,863
Grand Total 5l,20t,7s5 13,679279

Descriplion 2021/2022 2020/202 t
Kshs.Kshs.

Current Receivables

Interest Receivable Co.op Bank 0 0
Housing Fin6nce 0 0
Inleresr Receivable -Family Bank 47.834 75.223
Total Curr€nt Receivables 47,834 75,22j

l0 (b

The Fund's back -up accounts held at Housing finance for both Mortgage and car loans holds
funds that are disbursed to rhe loan beneficiaries less principal recoveries.'fhe account.s
balance_ is therefore expected to have equivalent to aggregate disbursed loans less principal
recoveries. The back -up account does not earn interest.

10. (a)Receivables from Exchange Transactions

202112022 2020/202 tDescription
lGhs. Kshs-

Current Receivables

Cash on transit -HFCK 266.053

Totrl Current Receivables 266,053
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Notcs to the Financiel Stetemcnts (Continued)

The fund had eamed the above inlerest on various accounts but the same had not been

credited in Fund's accounts by close of financial year Further. Kshs. 266.053 received as

Loan repayment had not be crcdited.

ll. Staff Loen Receivebles

The maximum repayment perrod for morlBage facility'is 20 years while thal of the car loan
facilitf is 5 years. The entire receivable would therefore be collected in a period not

exceeding 20 years.

12, Tradc and other pryrbles

D"scription
202 t/2022

Kshs. l(rhs.
Administration fee

lnrerest Capitalised

294.332

:2t.104
?26.e32

t68.678

Totrl trrdc snd other peyrbles 515,1136 195,610

Agcing enrlysis: (Trcdc rnd oahcr peyrbles) 202t t2022

Y" of
totrl 20201202t

"/"
of totrl

Under one ycar r r9.816 1306 I 76.1 l3 449'o

| -2 years 176. t ti 34on 136.924 350h

2-J years 136.924 2'7o/o 82.s73 2lo/o

Over 3 years 82.s73 l6ot" 0 0o/o

Totel 515,436 lOOo/o 395,610 100v.

2020/202 t

The Family bank who are entitlcd to l.5oZ or halfofthe interest charged on car loan facilities

have not invoiced their commission for payment. -l'he 
figure above represents amounts owed to

bank since inception ofthe scheme.

2021/2022 2020/202 t
Kshs. Kshs.

SlrlT Loen Short tcrm
Slaff Mongages 6.682.2 r 7 6.3't3.245

Car loans r.8 r9.813 1.660.307

Total Short acrm Loens E,502,040 E,0JJ,552

StrlI losn -long tcrm
Staff Morlgages 64.999. Ill 69.276.097

StaffCar [-oan 2.183. t t7 2.972.57 I

72248,668Totrl Non-Current Rcccivrblcs 67,r8r J39

Grrnd Totrl 7s,683219 E0282,220
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9. Net cash 0ows from opereting activities

Net cash flow from operating activities

10. Financial risk management
The Fund's activities expose it to a variety offinancial risks including credit and liquidity risks.
The Fund's overall risk management programme focuses on unpredictability olchanges in the
business environmenl 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 managemenl objectives and policies are detailed below

Notes to the Financial Strtements (Continued)
a) Credit risk
The Fund has exposure to credit risk. which is the risk that a stalrwill be unable to pay amounts
in full when due. Management assesses the credit worthiness ofloan applicant by ascertaining
the applied amount is within the officers marimum limit and the same can be accommodated
in the payslip within the l/3 rule. Individual loan limits are ser in rhe regularions as guided by
the SRC circular which introduced the Mortgage and Car Loan facilities.
The carrying amount of loans recorded in the financial statements that represents the Fund's
maximum exposure to credit risk is as follows:

lmpsired
Kshs.

Description
Eolonce
Chlown

Balance
8/F 202t/2022 2020r202t

Kshs. l(shs. Kshs. l(shs.
Surplusi (deficit) for the year before tax 1,027,56E &i8,693
Adjusted for:
Loan Receivables 75.6E1.279

Working capital adjustments

80.282.220 ;1.598,941 (8.3s2.ie8)

lncrease in receivables 0 0 0 0
Increase in payables 226-932 r36.902 67.400 93.030

5,626,1 t9 (7,3retE82)

Description Tot!l amount
Kshs.

Fully
Performing

l(shs.

Past

due
Kshs.

At J0 Jun€ 2022

Receivables From Exchange

Transactions-Car loans and morlgages
15.683.279

0

7 5.683.279

Receivables From Non-Exchange
Transaclions 0

Bank Balances

5 I .20 r.755 5 r .20 r.755
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Totsl

The staff loans under the fully performing category are paying their debts as required .The

receivables are 100% covered bv value ofthe financed assets.

b) Liquidity risk management

Ultimate responsibility for 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 offorecasts and

actual cash flows.

Notes to the Financial Statements (Continued)
The table below represents cash flows payable by the Fund under non-derivative financial

liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed

in the table are the contractual undiscounted cash llows. Balances due within l2 months equal

their carrying balances. as the impact ofdiscounting is not significant.

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

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

r26,885,034 126,E85,0J4

At 30 June 2021

Receivables From Exchange

Transactions- Car loans and morlgages
80.28?.120

80.282.220

0
Receivables From Non-Exchange

Transactions
0

Bank Balances t5.679.279 t 5.679.279

Totsl 95,961,499 95,961,499

Description

At 30 June 2022

Less tban I
month

Between
l-3

months

Over 5
months

Totrl

Kshs. Kshs. Kshs. Kshs.

Trade Payables 23.3 I I .35 71.358.38 420,766.53 515,436

Total 23Jl1.35 7lJ5E.3E 420,766.53 515,436

At 30 June 2021

Trade Pavables r8.526.48 73. I 78. l6 303.905.03 395,610

Total 1E,526.4E 73,178.16 303,905.03 395,610
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with SRC circular but fiee funds are altract interest at the markel rate. -l'he 
interest rate risk

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

Monogement of interesl rute sk
To manage the interest rate risk, management has engages the bank and monitors interest rate
movement to ensure free funds are placed at appropriate interest rates prevailing at the time.

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

Total assets of
end payables).

the Fund are adjusted the outstanding interest receivable and payables at year

Notes to the Financial Stetements (Continued)

ll. Relsted party balances

Nature of related party relationships
Commodities StaffMortgage and Car Loan Fund is wholly owned by Commodities Fund Who
provide capital and the Fund managemenl. The personnel charged with the responsibility of
the Fund are fully compensated by the Commodities Fund and StaffMortgage Car Loan Fund
does not incur any cost on them. There were no new capital injection during the year under
reviell'.

12, Events after the Reporting Period

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

Description

Revolving Fund as at 0l July

202 t/2022 2020/202t

Kshs. Kshs.

Staff Mortgages Revolving Fund il 0.000.000 80.000.000
StaffCar Loan Revolving Fund t0.000.000 10.000,000
Accumu lated surplus (Re.renz.r) 6.683,485 5.723.707
Adjustment

Total funds
20 t .549

126,EE5,035

237.752

95,96 t,499

Less: Cash and Bank Balances (s l .20 1.755 ) (ts.679.279)
Net debt/(excess cash and cash equivalents) 75.683.279 80.282.220
Gearing 600/o 84o/o

13. Ultimate And Holding Entity
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The Commodities Fund Staff Mortgagc and Car Loan Fund is a scherne under thc sponsorship

of Commoditics Fund which is a SAGA under ministry of Agriculturc and Livestock
Developrnent,

14, Currcuca
The financial statcments are presented in Kenya Shillings (Kshs) rounded to thc nearest

shilling.
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I8. ANI\TEXES

Annex I: Progress on Follow Up of Prior Year Auditor's Recommendations
The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor.

Reference

No. on the
external

audit Report

5.Non-

Prepsrstion of
C8r snd
Mortg8ge
Funds
Fin.Dcirl
StEtcmcnts

Fund Manager

o"t".....Ji.ll

P ".
0,0'14

nrr

Issue / Observations from
Auditor

Status:
(Resolved /

Nol
Resolved)

Mrnegement
comments

Timefram
e:

(Put a dote

n hen you
ewecl lhe
issue lo be

resolved)
'I'he statcment ol' financial position
rcflects tetal in\ estment.s of
Kshs.128.242.000. I'hc amount
includcs stal'fmongage loan and car
Ioan dcBrsits amounting to
Kshs.l16.164.000 and
Kshs.12.078.000 respecti!cll.
llo$cver. thc liund did not prcparc
tinancial statcmcns ftrr thc
schcmcs and submit them for audit
as requircd by the Salaq and
Remuncration Commission (SRC)
Circular Ref . SRC/ADM/CIR/I/l l
Vol. III ( l2{t} darcd 17 Deccmhe..
201,1 on Car l,oan and Mortgage
Schcmcs lbr State Olliccrs and
other Public Olficcrs ol lhc
Co\ cmmcnt 0[ Kcn\a.

In thc circumslances. lvlanagcmcnt
was in brcach ol'the lau-

ll rs true the Commodittes
I und did nol prcparc scparale
linancrrl :ttalcmcnts for Car
[,osn and MonSsgc schemes
'Ihc omtsston rtss as s rcsllt
of thc ljund not having
gaTettcd rcgulations lbr Car
and Mortgagc $chcmes which
arc lhc basis ol' preparing
scpatslc fi nancial stltemcnts.'jhc lrund has preparcd
scparalc linancia] stslements
for monSagc ond Ca, loan for
the liom Malch 2018 to f Y
:023r10:{

Silas liyago-

llanugcr
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