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l. Abbreviations, Acronyms and Glossary of Terms

A.

CS/CEO

CBK

ICPAK

IPSAS

NT

OCOB

OAG

OSHA

PFM

PPE

PSASB

SAGAs

Abbreviations and Acronyms

Commission Secretary/Chief Executive Officer

Central Bank of Kenya

Institute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

National Treasury

Office of the Controller of Budget

Office of the Auditor Ceneral

Occupational Safety and Health Act of2007

Public Finance Managemenl

Property, Plant & Equipment

Public Sector Accounting Standards Board

Semi-Autonomous Govemment Agencies

B Glossary of Terms

Fiduciary management - Members of management entrusted directly with the responsibility and

trust for the organisation financial resources.
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2. Ke1' Fund information and management

The Commission lbr University Education (CUE) StatICar Loan and Mortgage Fund plays a crucial

role in providing financial support to the employees o{'the Commission lbr Universily Education lbr

the acquisition of vehicles and residential properties. This report outlines the background

inlbrmation, fund management, and regulatory framework surrounding the establishment and

operation of the fund.

a) Background Information

The establishment of the Commission for University Education Staff Car Loan and Mortgage lrund

is grounded in the provisions of the Govemment Salaries and Renumeration Commission (SRC)

Circular Ref. No. SRC/ADM/CIR/I/13 VOL. lll (128) of lTth Deccmber 2014. This circular sets

thc foundation tbr the creation and operation ol the fund, outlining its purpose, eligibility criteria,

and guidelines for disbursement. The lund operates under the aulhority and accountability

framework de{incd by Section 8 of the Public Finance Management (PFM) Act 2012, specifically

as it relates to State of'ficers' House Mortgage Scheme Funds, as outlined in the Regulations ol20l5.

The primary objective of the fund is to facilitale the flnancial empowerment of Commission lbr

University Education stalf members by providing them with access to alfordable car loans and

mortgage tinancing for the purchase of residential properties. 'Ihis initiative not only enhances lhc

well-being and quality of life fbr the employees but also supports the overall developmcnt and

growth olthe higher education sector in Kenya.

Fund management: The Commission for University Education Staff Car Loan and Mortgage Fund

operates as a dedicated financial entity within the Commission's organizational structure. It is wholly

owned by the Commission tbr University Education and is responsible for the managemcnt,

administration, and disbursement of funds. l-he tund is structured to ensure transparent and

accountable management practices, with the goal ofdelivering financial assistance to cligible stafT

members efliciently and eflbctively.

The iund management encompasses several key aspects:

Eligibility Criteria: The fund detines specific etigibility criteria that stafl'mcmbers must meet to

qualily lor car loans and mortgage linancing. These criteria may include factors such as years ol

service, job classilication, and repayment capacity.

lll
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Loan and Mortgage Products: 'fhe f-und of'fers various Ioan and mo(gage products tailored to the

unique needs of the staff members. These products are designed to provide flexibility in terms of

loan amount, repayment tenurc, and intercst rates, ensuring that the financing options are accessible

and beneficial to the employecs.

Application Process: l'he fund has established a streamlined application process that allows stalT

members to apply for car loans or mo(gage financing. The process involves documentation

submission, credit assessment, and approval procedures.

Disbursement and Repayment: Upon approval, funds are disbursed to the beneficiaries in accordance

with the terms and conditions olthe loan or mortgage agreement. Repayment mechanisms are also

clearly defined, and deductions are made from the beneficiaries' salaries, ensuring consistent and

timely repayment.

Govemance and Oversight: The fund operates under a govemance framework that includes oversight

by a dedicated committee responsible for ensuring compliance with the I'und's guidelines and

regulations. Regular audits and asscssments contribute to maintaining the fund's integrity and

transparency.

Regulatory Framework

The Commission lor University Education Stafl'Car Loan and Mortgage Fund operates within the

regulatory framcwork providcd by the Government SRC Circular and the Public Finance

Management Act2012. These regulatory instruments ensure that the fund operates in a manner that

is transparent, accountable, and aligned with the principles ofgood financial management.

Furthermore, the fund's adherence to the State oflicers'l{ouse Mo(gage Scheme Fund Regulations

of 2015 ensures thal the financing provided lo slafl'members aligns with established norms and

standards, safeguarding the interests of both the lund and the beneficiaries.

The Commission tbr University Education Staff Car Loan and Mortgage Fund stands as a significant

initiative aimed at improving the financial well-being of stalf members while supporting the broader

goals of the Commission. Its establishment, management practices, and regulatory framework

collectively contribute to a robust and sustainable mechanism lor providing llnancial assistance to

employees lbr the acquisition of vehicles and residential properties. The fund's continued success

relies on its commitment to transparent govemance, efl'ective administration, and the empowerment

of its beneficiaries-
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b) Principal Activities

The Commission for University Education (CUE) recognizes the importance of facilitating its

dedicated staff members in achieving their dreams of car ownership and homeownership. In line

with this commitment. the Commission has established the CUE Staff Car Loan and House

Mortgage Fund, a vital initiative aimed at supporting eligible individuals within the Commission's

workforce to acquire vehicles or residential properties, as well as to embark on house construction

or extensions.

The Fund's central objective revolves around empowering staff members to realize their aspirations

of owning a car or a home, thereby enhancing their overall well-being and quality of life. Through

strategic partnerships, the Fund has entrusted the administration of its operations to the esteemed

Family Bank Limited, a trusted financial institution that plays a pivotal role in ensuring seamless

and efficient loan processing and disbursement.

At the heart of the Fund's operations ties the diligent Standing Committee, an integral body within

the CUE Staff Car Loan and House Mortgage scheme. This committee is vested with the critical

responsibility of overseeing the day{o-day functioning ol the Fund, from loan application

processing to loan disbursement and repayment management. The Committee operates within the

framework of meticulously crafted and approved regulations, ensuring transparency, t'aimess, and

equity in the entire loan process.

One of the Committee's core tunctions is to meticulously assess loan applications in alignment with

the established regulations and criteria. This rigorous evaluation process ensures that loans are

allocated to eligible individuals who demonstrate thc capacity to responsibly manage their financial

commitments. By adhering to these principles, the Committee guarantees that the loans provided

contribute to the financial stability and well-being ofthe beneficiaries.

Furthermore, the Committee is instrumental in establishing and maintaining a revolving fund, a

crucial mechanism that Iacilitates the continuous disbursement of loans to eligible applicants. This

ensures that the Fund remains sustainable and can continue to serve the evolving needs of the

Commission's staff' members over time.

To ensure effective govemance and oversight, the Committee also plays a pivotal role in supervising

the day{o-day operations of the Fund. This includes periodic reviews of the Fund's performance,

adherence to established processes, and the implementation of any necessary improvements to

enhance operational efTiciency.
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In conclusion, the Commission for University Education's Staff Car Loan and House Mortgage

Fund, under the dedicated stewardship ofthe Standing Committee, stands as a beacon ofsupport for

staff members aspiring to o\.tn cars, acquire homes, or improve existing residences. By diligently

adhering to approved regulations, fostering collaboration with Family Bank Limited, and upholding

the highest standards of transparency, the Fund empowers staff members to achieve their financial

goals and secure a brighter future.

a) Board of Trustees/ Fund Administration Committee

b) Key Management

c) Fiduciary Oversight Arrangements

d) Registered Oflices

Commission Headquarters

CUE Buitding

Redhill Road off Limuru Road Gigiri

Professor Jackson TooI Chairperson (Acting)

2 Committee Members i)

ii)

iiD

i,r)

v)

Mr. Isaac Gathirwa

Ms. Margaret Kamoni

Ms. I-inah Lilan

Mr. Benson Kimani

Dr. James Kiarie

Margaret Kamoni, Fund Manager/Administrator

I Fund Manager/ Administrator Margaret Kamoni

Kenneth Ntong'ondu2 Fund Accountant

Hezron N. NjorogeI Department of Intemal Audit

N/A2 Staff car Mortgage and car Loan Advisory

Committee
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P.O. Box 54999-00200

NAIROBI

e) Fund Contacts

Telephone: (254) 020 -7 205000, 020-2021 I 50,020-2021 I 54/ 56

E-mail: info@cue.or.ke

Website: www.cue.or.ke

f) Fund Bankers

Family Bank Limited

Westlands Branch-Pamstech House,

P.O Box 74145-00200

NAIROBI

Independent Auditors
Auditor-General

Office of The Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

g) Principal Legal Adviser

The Attomey General

State Law Office and Department of Justice

Harambee Avenue

P.O. Box 401 l2

City Square 00200

Nairobi, Kenya
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3. The Board of Trustees/ Fund Administration Committee

I. Member l- Ag. Chainnan

Prol'essor Jackson'1'oo

l'rustee: ProL Jackson 
-I'oo

. Age: 55 years (bom in 1968)

o Date of Appointment: 2l't April 2016

o Current Position: Senior Assistant Commission

Secretary-Research and Development

o Academic Qualifications: Ph.D. in Educational

Communication & Technology from Moi

University

o Professional Qualifications: Associate

Professor

o Work Expcrience: 15 years at University &

Commission lbr [Iniversity Education (CUE)

o Status: Independenl Trustee

o Committee Chair: StaflCar Loan and Mortgage

Schen.re/Fund

. Committee: Member of Association ol
Commonrvcalth Universitics.

Name: Isaac Gathirwa

Age: Born in 1972 (5 I ) years old

Appointmcnt: April 2l , 2016

Academic Qualifications:

o Bachelor of Law liom Moi University

o Diploma tiom Kcnya School of Law

o MBA fiom Kenyatta Universily (KU)

o LLM from Universily ol Nairobi (UoN)

. CPS(K) holder

Professional Background:

VIII
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Senior Assistant Commission Secretary-Legal and

Enforcement

Trustee Role: Member

Committee : Member

2. Member 3- Linah Litan o Name: Mrs. Linah Lilan

o Tittle: Senior Assistant Commission Secretary-

Finance

o Date ofbirth 1969(54) years

o Date appointed: 2l't April 2016

o EducationalQualifications:MBA(UoN);

Bachelor of Education

o Professional Qualification: CPA(K)

o Trustee

3. Member 4- James Kiarie

t

o Name: Dr.Kiarie Ngugi PhD.

. Tittle: Assistant Commission Secretary-

Research and Development.

o Date ofbirth :1966 (57 years)

o Date appointed:21st April 2016

o Trustee

4. Member 5- Benson Kimanr

,irf,!"
o Name: Mr. Benson Kimani

o Title: Senior Quality Audit Officer (CUE);

o Date of Birth: 1972(51 years)

o Educational qualifications: B.Ed. (Sc), M.Ed.

Graduate.

o Date appointed to the Committee: 201 7, and

Member, Expert Committee (Natural

Sciences) - KNATCOM, with previous

experience in Quality Assurance and Standards,

Ministry of Education, Science and Technology
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5. Fund administrator/ Secretary to

the Committee- Margaret Kamoni

|,

n
.; trc

2

o Name: Margaret Kamoni

o Title: Assistant commission secretary- HRM

r Date ofbirth :1976 (47years)

. Date appointed:21 sr April 201 6

e Educational Qualifications: B.A Sociology

(UoN); MBA- HRM (JKUAT)

o Role: Fund Administrator
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4. Managcment Team

Irund administrator/ Secretary to

the Committee- Margarct Kamoni

o Name: Margaret Kamoni

o Title: Assistant commission secretary- HRM

o Date of birth :1976 (47years)

o Date appointed:21't April 2016

o Educational Qualifications: B.A Sociology

(UoN); MBA- HRM (JKUAT)

r Role: Fund Administrator

Fund Accountant- Kenneth

Ntong'ondu

o Name: Kenneth Ntong'ondu.

o Date Appointed: 21" Aprit 201 6

o EducationalQualifications:

o Bachelor of Commerce - Egerton University.

o MBA- Kenyatta University

o ProfessionalQualification:

. CPA(K)

. Date ofbirth: l97l (52years)

o Role: Fund Accountant
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5. Fund Chairman's Report

:f

Dear Shareholders and Stakeholders,

It is with great pleasure thal I present to you the Annual Report and Financial Statement lor the

Commission for University Education (CUE) Car Loan and Staff Mortgage Fund for the fiscal year

ended June 30,2023. This report outlines the achievements, challenges, and outlook olthe fund, as

well as its contribulion to the well-being of our esteemed Commission for University Education staff

members.

Somc of the notable achievements

Throughout the year under review, the Fund Management Committee diligently fulfilled its

responsibilities, adhering to the Salaries and Remuneration Commission guidelines and circular, and

aligning with the Commission for University Education Car Loan and Mortgage Scheme policy.

These effo(s have enabled us to achieve remarkable milestones:

Loan Disbursement: l'he Fund Management Committee successfully processed and disbursed

loans amounling to Kshs.3l, 690,240 to five eligible members of staff during the year. These loans

have assisted the Commission for University Education employees in acquiring essential assets such

as vehicles and homes. The overall allocalion of the Car loan and Mortgage Fund was

Kshs.200million. 'l-he process of disbursement was rolled oul in 2020.

Repayment Success: The recoveries of these disbursed loans have been carried out seamlessly on

monthly basis. The prompt remittance ol repayments reflects the financial discipline and

commitment of our beneficiaries.

xll
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Positive Impact: The reooveries of these loans have been consistently executed on monthly basis

without delay in remittances. 
-fhe 

disbursed loans have had a significant positive effect on the lives

of our staff members and their families. Many have been able to fultil their aspirations of owning

homes and reliable transportation, ultimately improving their quality of lile.

Societal Empowerment: As the revolving fund continues 10 grow, it is evident that its positive

impact extends beyond our CUE community. The empowerment brought about by these loans is

rippling into society, creating a positive economic and social translbrmation.

Challenges Faced: Despite our achievements, we also encountered certain challenges that require

ou ongoing attention and proactive management:

Market Fluctuations: Economic uncertainties and market fluctuations can impact the value of

assets, affecting the recoverable amount of loans in the event of default. However, the Committee

has put in place controls such as continuous monitoring and risk management strategies to mitigate

such challenges.

Regulatory Changes: The evolving landscape of regulations and guidelines, particularly those set

by the Salaries and Remuneration Commission, necessitates constant adaptation to ensure

compliance and alignment.

Funding Growth: While the revolving fund's growth is promising, it also brings the challenge of

managing increased loan volumes, repayments, and maintaining efficient operations.

Future Outlook: Looking ahead, the Commission for University Education Car Loan and Staff

Mortgage Fund remains committed to its mission olimproving the lives olour staif and contributing

to societal empowerment.

Our strategic focus includes:

Enhanced Efficiency: We will continue to streamline our processes to ensure efficient loan

processing, disbursal, and repayment management.

Risk Management: Rigorous risk assessment and management strategies will be implemented to

safeguard the fund against economic volatility and potential detault risks.

Innovation: Embracing technological advancements witl help us modemize operations, enhance

communication, and improve accessibility fbr our beneficiaries.

Community Engagement: We will actively engage with our beneflciaries and stakeholders to

gather feedback, understand their evolving needs, and tailor our ofl'erings accordingly.

xlu
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ln conclusiorL I would like to express my gratitude to the Fund Management Committee, our stafl

beneficiaries, and all stakeholders for their unwavering support. Your dedication has been

instrumental in our achievements, and together, we will overcome challenges and seize opportunities

as we continue to transform lives and create a positive impact on society.

Thanl you.

Sincerely,

Pro Jackson Too

Ag. Chairman of the Fund Committee

xlv
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6. Report of the Fund Manager/Administrator

Dear Shareholders and Stakeholders,

I am pleased to present the Fund Manager/Administrator Repo( for the Commission for University

Education (CUE) Car Loan and Stall'Mortgage Fund lbr the financial year ended June 30, 2023.

This repo( outlines the financial performance, loan disbursements, challenges faced, and our

strategic outlook for the luture.

Flnancial Performance: During the year under review, the Fund Management Committee received

funding amounting to Kshs.21,190,240. This financial support was instrumental in enabling the fund

to fulfil its mission of providing affordable car and mo(gage loans to the esteemed members of the

Commission for University Education.

The fund generated revenue through interest charged on loans at a rate of three percent per annum

(3% p.a). The total revenue generated from this interest mechanism was Kshs.2,556,296 during the

financial year.

Car Loan Disbursement: The Fund Management Committee disbursed a car loan of Kshs.

2,000,000 on 9th October 2020 to a deserving member of stafl-. l'his loan was disbursed in strict

adherence to the guidelines set forth by the Salaries and Remuneration Commission Circular and

was consistent with the Commission Car Loan and Mortgage Scheme/Fund policy. The aim of this

disbursement was to facililate the acquisition of a vehicle, enhancing the staff member's mobility

and overall well-being.

Mortgage Loan Disbursement: ln alignment with thc Salaries and Remuneration Commission

Circular guidelines (SRC), the Fund Management Committee successfully disbursed loans to 5

members of staff for the purpose of purchasing, developing. renovating. or repairing residential

properties during the financial year. These disbursements were carried out with meticulous attention

to detail, ensuring that they were in accordance with the Commission lbr University Education Car

Loan and Mortgage Scheme/Fund Policy. This initiative was designed to empower our staff by

assisting them in securing comlbrtable and conducive dwellings.

xv
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Challenges Faced: While we celebrate our achievcments, we also acknowledge the challenges that

we encountered during the year:

Regulatory Compliance: Keeping abreast of evolving regulations and guidelines requires ongoing

efTort to ensure our loan disbursements and operations remain fully compliant.

Limited Adoption of Mortgage Fund: Owing to individual financial obligations, a significant

portion of the staff hesitated to engage with the mortgage fund until they had successfully settled

their respective personal loans.

Elficiency Enhancement: Managing an increasing volume of loan applications demands

continuous improvement in our processes to ensure timely and accurate service deIivery.

Risk Management: Mitigating potential risks associated with loan default and market fluctuations

demands vigilant monitoring and strategic risk managemenl strategies.

Future Outlook: Looking forward, the Fund Management Committee is committed to building on

our successes and addressing challenges effectively.

Innovation: Embracing technological solutions will enhance our operational efficiency and

transparency, ensuring a seamless experience fbr our beneficiaries.

Expansion: Exploring opportunities to expand our offerings and reach a wider pool of etigibte

beneficiaries will be a key priority.

Education and Engagement: The Committee will continue to educate stalT about the benefils and

responsibilities associated with loans, promoting llnancial literacy and responsible bonowing.

Collaboration: Strengthening partnerships with regulatory bodies, stakeholders, and financial

institutions will enable us to navigate the changing landscape more efl'ectively.

In closing, I extend my sincere appreciation to the Fund Management Committee, staff,

beneficiaries, and stakeholders for their continued support. With determination, innovation, and

dedication, we will continue to positively impact the lives of our staff members and contribute to

their well-being and that ofthe larger society.

Thank you.

Sincerely,

t-stn**----
Margaret Kamoni

Secretary of the Fund Committee

xvl
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T,Statement of Performance against Predetermined Objectives

Introduction
In accordance with Section 8l Subsection 2 (1) ofthe Public Finance Management Act,20l2, the
Commission fbr University Education is mandated to present a statement of the performance of the
national govemment Fund against predetermined objectives within its financial statement.

The primary aim of the Commission for University Education Staff Car Loan and Mo(gage Scheme
Fund is to facilitate loan facilities for CUE staff, enabling them to acquire vehicles, residential
properties, or undertake residential property construction-/extension.
As ofthe current reporting period, the fund committee has successfully disbursed Mortgage loans to
five staff members, and a car loan to one staff member. The fund has picked up well since 2020
when it was rolled out, with plans to expand its lending operations to serve more eligible stall
members in subsequent periods.

Strategic Pillars and Objectives
The Commission for University Education Staff Car Loan and Mortgage Scheme is guided by two
(2) strategic pillars, each encompassing specific objectives:
Pillar l: Affordable Housing
Pillar 2: Affordable Car Loans

The Commission's operations are firmly anchored in these strategic pillars, which direct its effbrts
towards providing accessible housing and car loan options for its staff members. The evaluation of
the Commission's staffcar loan and mortgage scheme's performance is conducted quarterly, ensuring
consistent alignment with its annual work plan. During the FY 2022/2023 period, the Commission
has accomplished its performance targets for both strategic pillars, as illustrated below:

Key
Result
Areas

Strategic
Objectives

Activities Key Performance Indicators Achievements

Car loan
and
mortgage

To disburse
funds for car
loan and
mongage

Disbursing funds for
car loans and
mongages

Number ofapproved car

loan; applications

Number ofdisbursed car

loans;

Number of approved

mortgage applications

Number of approved

mortgages

Approved
applications for car
loans have been
successfully
processed,
reflecting a

commitment to
facilitating vehicle
acquisition for staff
members.
The fund's effons
in disbursing car
loans have resulted
in the successful
issuance of car
loans to eligible
staff members,
contributing to

xv
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enhanced mobility
options.
Mortgage
applications have
been meticulously
reviewed and
approved,
providing a path for
staffmembers to
access housing
financing.
Multiple mortgage
applications have
been approved,
reflecting the fund's
dedication to
supporting
residential propeny
endeavours ofthe
staff

Reviewing

and

approving

car loan

applications

Reviewing

and

approving

mortgage

applications

Number of
mongages
approved

In conclusion, the Commission for University Education Staff Car Loan and Mortgage Scheme Fund

has effectively pursued its strategic objectives during the FY 202212023 period. Through prudent

management and careful evaluation ofapplications, the fund has successfully provided car loans and

mortgages to staff members, ensuring their access to essential assets, and fostering their well-being.

As the fund matures, it is anticipated that its impact will continue to grow, positively influencing the

financial landscape for CUE staff members.

8. Corporate Governance Statement

At the heart of the Commission StaffCar Loan and Mortgage Scheme lies a steadfast commitment

to excellence in corporate govemance. As the steward of this scheme, the Commission staff Car

xvllr
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Loan and Mortgage Fund Committee assumes the crilical responsibility of overseeing the scheme's

overall management. Aligned with an unwavering dedication to achieving the pinnacle of good

govemance, the committee and trustees oi the scheme are guided by a shared vision to uphold the

highest standards in their operations.

This commitment to impeccable govemance transcends mere rhetoric, as evidenced by the proactive

steps taken by the board and trustees. A culture of integrity, honesty, and diligence permeates their

actions, cementing their dedication to the principles that underpin sound govemance. Understanding

the significance of ethical conduct and adherence to the law, the board and trustees have

meticulously cralled policies and strategies that establish a framework ensuring compliance with

legal regulations and foslering the epitome olbest practices in both govemance and business ethics.

As we delve into the core lacets of this Corporate Govemance Statement, we uncover the intricacies

of the process of appointing and removing trustees, the multifaceted roles, and functions they

undertake, the vigilant oversight through a series of meetings, and the holistic approach to evaluate

performance and address conflicts of interest. Additionally, we illuminate the scheme's approach to

nurturing new leaders through a robust succession plan, the establishment of a service charter to

maintain transparency and accountability, and the comprehensive induction training that empowers

committee members to fulfil their responsibilities with efficacy.

Within the foltowing pages, the culmination of these efforts is revealed through the lens of

compliance with existing laws and regulations, unwavering commitment to ethics and conduct, and

the culmination of an annual govemance audit that upholds a rigorous evaluation of the scheme's

govemance architecture. As we traverse this comprehensive Corporate Govemance Statement, it

becomes apparent that the Commission Staff Car Loan and Mortgage Scheme is not only an

embodiment of financial support but also a testament to the principles that underlie a foundation of

integrity. lrust. and excellence in corporate govemance.

a) Process of Appointment and Removal of Trustees/Adm inistration Committee Members

o The appointment and removal of trustees/administration committee members of the

Commission Staff Car Loan and Mo(gage Scheme Fund follow a well-defined and

transparent process. Trustees are appointed by the Commission Secretary/CEO based on their

qualifications, expertise, and commitment to upholding the highest standards of govemance.

r /hen a vacancy arises, the Fund identifies suitablc members through an internal nomination
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and recommendation process. Candidates are assessed for their relevant experience, skills,

and alignment with the scheme's values.

. Trustees or fund commitlee members are appoinled by the Commission Secretary/CEO. The

appointment process includes a thorough background check and due diligence to ensure there

are no conflicts of intcrest or legal impediments. Removal ol' trustees/committee members

can occur in cases of non-compliance with fiduciary responsibilities, breach olthe code of

conduct, or loss ol'eligibility criteria and expiry of their service terms. Such decisions are

made by the Commission Secretary/CEO after careful consideration of the advisory from

committee members and adherence to established protocols.

b) Roles and Functions of the Administration Committee Members:

The Administration Committee members play a crucial role in the effective management and

ovcrsight of the Commission Staff Car Loan and Mortgage Scheme. Their responsibilities

include:

Strategic Planning: Developing and implementing long-term strategies to ensure the

sustainability and growth of the scheme.

Policy Formulation: Creating policies that align with legal requirements and best practices,

ensuring equitable and transparent access to the scheme's benefits.

Risk Management: ldentifoing and mitigating potential risks that could impact the scheme's

financial stability and reputation.

Performance Monitoring: Regularly reviewing the scheme's performance against set targets

and objeclives.

Compliance: Ensuring compliance with applicable laws, regulations, and ethical standards.

Stakeholder Engagement: Engaging with stakeholders, including members of the scheme, to

gather feedback and address concems.

Reporting: Providing regular reports to the Board and mcmbers on the schenre's financial health,

activities, and governance matters.

c) Number of Fund Administration Committee Meetings Held and Attendancc:

The Commission Stafl Car Loan and Mortgage Scheme holds quarterly fund administration

committee meetings, supplemented by special meetings as necessary. During the period under

review, the scheme held the tbllowing meetings: (to verily with the Committee-minutes of the
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meetings held)

Meeting Date Type of Meeting Number of Attendees

lanuary 16,2023 Quarterly Mceting 7 out of 7

April 20, 2023 Quarterly Meeting 6 out of 7

Jrly I | ,2022 Quarterly Meeting 7 out of 7

actober 5,2Q22 Quarterly Meeting 6 out of 7

The consistent high attendance at these meetings demonstrates the commitment of the commitlee

members to their responsibilities and the scheme's govemance.

d) Succession Plan:

The Commission Staff Car Loan and Mortgage Scheme has implemented a robusl succession plan

to ensure the continuity ofeffective govemance. The plan identihes potential candidates within and

outside the organization who possess the necessary skills and expertise to take on trustee or

committee member roles. Succession candidates receive appropriate training and mentoring to

prepare them for their potential luture responsibilities.

e) Existence of a Service Charter:

The scheme operates under a comprehensive service charter that outlines the rights and

responsibilities of both the scheme members and the administration commitlee. The service charter

ensures transparency, f'aimess, and accountability in all interactions and processes related to the

scheme.

f) tnduction Training for Administration Committee Members:

Newly appointed administration committee members undergo a thorough induction process to

familiarize them with the scheme's govemance framework, policies, procedures, and relevant legal

and ethical obligations. This training equips them with the knowledge and tools needed to fullit their

roles elTectively.

Administration Committee Members and Members' Performance:

The performance of administration committee members and the scheme's overall governance

eff'ectiveness will bc regularly assessed through a combination of self-assessments, peer reviews,

and external evaluations. These evaluations consider (actors such as strategic decision-making,

stakeholder engagement, compliance, risk management, and financial stewardship.
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g) Conflict of I nterest:

To prevent conllicts oi interest, administration committee members are required to disclose any

potential conllicts and recuse themselves lrom discussions and decisions where such cont'licts exist.

The scheme maintains a transparent process [br managing contlicts, ensuring that decisions are made

in the best intcrest olthe scheme and its members.

h) Board/Fund Committee Remuneration:

Remuneration for administration committee members will be detcrmined through a fair and

transparent process. Compensation is benchmarked against industry standards and takes into

consideration the complexity of responsibilities, time commitment, and expertise required for

effective govemance.

i) Governance Audit Undertaken:

An annual govemance audit is conducted by an independenl third-party firm to assess the

effectiveness ofthe scheme's govemance framework. The audit evaluates the adherence to policies,

procedures, and legal requirements, as well as the overall perlormance of the administration

committee and the Board.

j) Compliance with Existing Laws and Regulations, Ethics, and Conduct:

The Commission StalT Car Loan and Mortgage Scheme is committed to upholding the highest

standards olcompliance with existing laws and regulations. The scheme adheres to ethical principles

and a code of conduct that guide the behaviour of administration committee members and

employees. Regular training and updates on legal and ethical standards will ensure ongoing

compliance.

In summary, the Commission Stafl Car Loan and Mortgage Scheme is dedicated to maintaining

exemplary corporate govemance practices. Through transparent appointment and removal

processes, clearly defined roles, lrequent meetings, rigorous evaluations, and adherence to laws and

regulations, the scheme ensures that its members' interests are safeguarded and that the highest

standards ofethical conduct and govemance are upheld.

9. Management Discussion and Analysis

During the year under review, the Commission for university liducation stalTcar loan and mortgage

scheme raised a revenue of Ksh.2,556,296 against an expenditure of Ksh.1,625,208 and made a
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Surplus of Ksh.547,644

Car loan and Mo(gage scheme/fund management committee received a f unding of Kshs.21,190,240

for the FY 202212023. The total funding since the implementation of the fund is Kshs.105,705,277.

The fund generated total revenue of Kshs.2,556,296 f'rom the interest charged on evcry loan at three

percent per annum. (3% p.a).

Car Loan.

The Fund management committee disbursed car loan to a member of staff during the prcvious

linancial year. The loan was disbursed as per the Salaries and remuneration Commission Circular

and in line with the Commission Car loan and Mortgage Scheme/Fund policy.

Mortgage Loan.

The Fund Management Committee disbursed mortgage fund loan to flve Members of staff of the

Commission fbr the purchase, development, renovation or repair ofresidential property and

purchase of motor vehicle during the financial year. The loans werc disbursed as per the Salaries

and Remuneration Commission Circular guidelines (SRC) and in line with the Commission for

University Education Car loan and Mortgage scheme/fund Policy.

Statutory Requirements & Risks

During the year the fund did not remit tax on fringe benelit owing to employer's acceptance to pay

the tax on behallof the loaned stalf members. The Commission's stalf car loan and mo(gage is

exposed to a ttw risks that may hamper smooth operations. The tirnd is faced with liquidity risk

due to inability 10 recover loan repayment especially if a stafl'member leaves the Commission

services. Sta{I'who may exit service of the commission may alfect recoverabilily of the mortgage

rePayment.

l0.Environmental and Sustainability reporting

We are pleascd to present the Environmental and Sustainability Reporting for the Commission for

University Education (CUE) Staff Car Loan and Mortgage Scheme for the period under review. As

part of our commitment to fostering a greener future and contributing positively to society. we

undertook a range ofactivities that not only benefit our stallmembers but also have a lasting impact

on thc environment and thc communilies we serve.
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Activities Carried Out in the Year:

Construction Site Approvals: Throughout lhe year, several staff members of the Commission

engaged in construction projects across various sites in different parts ofthe Country. To ensure that

these projects were executed with utmost consideration lor environmental sustainability, they

actively sought and obtained approvals lrom relevant authorities. By adhering to these regulations,

they aimed lo minimize the ecological footprint of'their construction activities.

Impact on Society:

Environmental Preservation :

The loaned members commitment to obtaining necessary approvals for construction activities

reflects our dedication to protecting the environment. By adhering to regulatory guidelines, we

mitigate the potential negative impacts ol construction on local ecosystems, natural resources, and

wildlife habitats.

Community Development:

The construction activities carried out by our stalf have contributed to the growlh and development

of local communities. These projects have generated employment oppo(unities, supported local

economies, and improved infrastructure, leading to enhanced living standards for nearby residents.

Initiatives and Partnerships:

Conservation Efforts: Beyond seeking approvals, the Mortgage Fund Committee initiated

programs to cncourage sustainable construction praclices. 'fhe guidelines issued by environmental

agencies such as National Environmental Management Authority (NEMA) enabled our loaned staff

members to implement measures such as waste reduction, recycling, and the use ol eco-fiiendly

building materials.

Education and Healthcare Promotion: The Mortgage Fund Committee recognize the impo(ance

ol education and healthcare for societal well-being. Through our initiatives, we have undertaken

individual staff sensitisation on Mortgage funding opportunities, aiming to improve access to Car

loan and mortgage funding scrvices.

Labor Relations and StaffTraining: We prioritiz-e strong labour relalions and staff development.

By fostering a conducive work environment and olfering training opportunities, we ensure the

groMh and well-being of our employees, translating into higher job satistaction and performance.
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I l.Report of The Trustees/ Fund Administration Committee

The Trustees/Fund Administration Committee submits their report together with the audited

financial statements for the year ended June 30,2023, which show the state ofthe Fund affairs.

Principal activities

The principal activity of the Fund is to provide staff car loan and Mortgage scheme fund- loan

facilities to staff for purchase ol a car or residential house or undertake constructior/extension of a

residential house.

Performance

The perlormance ofthe Fund for the year ended June 30, 2023, is set out on page I to 4.

Trustees

The members of the Board of Trustee I Administration Commiltee who served during the year are

shown on page vi and vii.

Auditors

The Auditor-General is responsible for the statutory audit of the Fund in accordance with A(icle

229 of the Constitution of Kenya and the Public Audit Act 201 5.

By Order of the Board/Committee members

Chair of the Board/ Fund Administration Committee

ProfJackson Too
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a

12. Statement of Management's Responsibilities

Section 84 (l ) ofthe Public Finance Management Act, 2012 requires that, at the end ofeach llnancial

year, the Administrator of a Fund (established, and derives its authority and accountability from

Section 8 of the PFM Act 2012. (Slate o.ficers House Mortgage Scheme Fund. Regulalions 2015).

shall prepare financial slatements for the Fund in accordance with the standards and formats

prescribed by the Public Sector Accounting Standards Board.

The Administrator of the Fund is responsible for the prcparation and presentation of the Fund's

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

end olthe financial year cnded on June 30, 2023. This responsibility includes: (i)maintaining adequate

financial management arrangements and ensuring that these continue to be effective throughout the

reporting period, (ii) maintaining proper accounting records, which disclose with reasonable accuracy

al any time the financial position of the fund, (iii)Designing, implementing and maintaining intemal

controls relevanl to the preparation and fair presentation olthe financial statements, and ensuring that

they are free from material misslatements, whether due to error or fraud, (iv)Safeguarding the assets

of the fund; (v)Selecting and apptying appropriate accounting policies, and (vi)Making accounling

estimates that are reasonable in the circumstances.

The Administrator olthe Fund accepts responsibility for the Fund's financial statements, which have

been prepared using appropriate accounting policies suppo(ed by reasonable and prudent j udgemenls

and estimates, in conformity with Intemational Public Sector Accounting Standards (IPSAS), and in

the manner required by the PFM Act,2012 and (quote the applicable legislatktn cstablishing thc

Fund). The Administrator ofthe Fund is ofthe opinion that the Fund's financial statemenls give a true

and fair view of the state of lrund's transactions during the financial year ended June 30, 2023 and of

the Fund's financial position as at that date.

The Administrator further conflrm the completeness of the accounting records maintained for the

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

adequacy ofthe systems olintemal financial control.

In preparing the financial statements, the Administrator ofthe Fund has assessed the Fund's ability to

continue as a going concem and disclosed, as applicable, matters relating to the use ofgoing concem

basis of preparation olthe financial statcments.

Nothing has come to thc attention ol the Administrator lo indicate that the F'und will not remain a

going concem for at least the next twelve months l'rom the date of this statement.

xxvl



ion for University Education- Staf Car loan and Mortgage scheme/ fund
ended 3dh June 202in and Financ ial State me nl s the

of the finrncirl strtements

Fund b financial statements were approved by the Board on 20fr September 2023 urd signed on

behalfby:

eme: Prof. J. Too

of the Fund

Nrme: Ms. Maryarct Kffnoni

Secretrry Fund Admin. Committee

xxvll

I
l



,o

lelephone: +r54 (2o) l2r4ooo
t mail: inf o@oa gke n ya.go. ke

\Vebsite: lvwrv.oagkc.n ya.go. ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL
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HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box loo84 ooroo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON COMMISSION FOR UNIVERSITY
EDUCATION.STAFF CAR LOAN AND MORTGAGE SCHEME'FUND FOR THE YEAR
ENDED 30 JUNE, 2023

PREAMBLE

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

A. Report on the 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 Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazetle 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.

C. Report on the 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.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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 Act,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 the Commission for University
Education-Staff Car Loan and Mortgage Scheme/Fund set out on pages 1 to 35, which

Report ofthe Audiror-Cenerul on Commissionfor Universi0' Educotion-StaJf Car Loan ond Mortgage Scheme/Fund

for the year ended 30 June, 2023



comprise the statement of financial position as at 30 June, 2023, the statement of financial
performance, statement of changes in net assets, statement of cash flows, 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. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were ne@ssary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Commission for University Education- Staff Loan
and Mortgage Scheme/Fund as at 30 June, 2023, and of its financial performance and its
cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards (Accrual Basis) and comply with the Public Finance Management
Act.,2012.

Basis for Qualified Opinion

l. Unsupported Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.8,737,823 as disclosed in Note 9 to the financial statements. However, the
cashbook did not indicate the monthly opening and closing balances.

ln the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.8,737,823 could not be confirmed.

2. Long Outstanding Payables

The statement of financial position reflects trade and other payables balance of
Kshs.4,167,749 as disclosed in Note 11 to the financial statements which includes
amounts of Kshs.3,401,495 and Kshs.766,254 in respect of administration fees and
withholding tax respectively. However, review of supporting documents revealed that the
balance includes an amount of Kshs.3,401 ,495 owed to the adminiskator which has been
outstanding for more than one (1) financial year. No explanation was provided for failure
to settle the long outstanding balances (both to the administrator and tax withheld) in the
years they fall due or as first charge in the subsequent financial year.

ln the circumstances, the regularity of the long outstanding trade and other payables
balance of Kshs.3,401,495 could not be confirmed.

The audit was conducted in accordancc with the lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Commission for University Education
- Staff Loan and Mortgage Scheme/Fund Management in accordance with ISSAI 130 on
the Code of Ethics. I have fulfilled other ethical responsibilities in accordance with the
ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my qualified opinion.

Report ofthe Audilor-General on Commissionfor University Educat ion-Stafi Car Loan and Mortgage SchemdFund
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Emphasis of Matter

Budgetary Control and Pcrformance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on a comparable basis amounts of Kshs.168,185,000 and Kshs.23,746,536
respectively, resulting to an under-funding of Kshs.144,438,464 or 86% of the budget.
Similarly, the Fund expended Kshs.2,008,652 against an approved budget of
Kshs.2,203,500, resulting to an under-expenditure of Kshs.194,848 or 9% of the budget.
Further, the Management did not explain the material differences between actual and
budgeted amounts (10o/o oveil under) as required under Paragraph24.14 of lnternational
Public Sector Accounting Standards Board.

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

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management had not resolved the issues or given any
explanations for failure to implement the recommendations.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) o'f the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Report on Lawfulness and
Effectiveness in 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 lawfully and in an effective way.

Basis for Conclusion

Lack of Mortgage Protection with an Approved lnsurance Firm

The mortgage loans granted to members did not have mortgage protection and fire
policies with approved insurance firms. This was contrary to the Staff Car Loan and
Mortgage Schemes Policies and Procedures Manual, 2019, which requires that a
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borrower shall take out and maintain a mortgage protection policy with an insurance firm
approved by the Committee, the cost of which shall be borne by the borrower.

ln the circumstances, the Fund is exposed to loss of funds in the event of a disaster and
in addition Management was in breach of the law.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions, and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON THE 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, lconfirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that lplan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, 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 financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing Fund's
ability to sustain services, disclosing, as applicable, matters related to the sustainability
of services and using the applicable basis of accounting unless Management is aware of
the intention to terminate the Fund or cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that publlc resources are
applied in an effective way.
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Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effecliveness of how Manage.menl monitors compliance
with relevant legislative and regulatory requirements, ensurirrg that effective processes
and systems are in place to address key roles and responsibilities in relation lo overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are lo oblain reasonable assurance about whether the financial
statements as a whole are free from malerial misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Nlicle 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatemenls can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transaclions and information reflected in the financial statements are in
compliance with the authorities that govern them, and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subjecl to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:
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. ldentify and assess the risks of material misstatement of the financial statements,
-whether due lo fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

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

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

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

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controls that are identified during the audit.

I also provide Managemenl with a statement that I have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

FCPA Ga u BSa
AUDITOR.GENERAL

Nairobi

12March,2024
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14. Statement ofFinancial Performance for the year ended 30th June 2023.

The fringe benefit tax amount restated is an expense borne by the employer and nol relal ing to this slalement

of f n anc i a I pe rfor man c e.

(The notes se! out on pages 6 to 35 form an integral part ofthese Financial Statemenls).

The financial statements were approved by

Mr. #
Name: Ms. Margaret Kamoni

Secretary/Fund Adm inistrator

Name: K eth Ntong'ondu

Fund Accountant

ICPAK M.No 6142

Name: Prof. J. Too

Chairperson of the Board/Fund

Revenue from exchange
transactions
Interest income 5 2,556,296 2,552,065

Total revenue 2,5s6,296 2,s52,065

Expenses

Use of goods and services 6 1,623,288 t,778,207

Finance costs 7 1,920 480

Total expenses 1,,625,208 1,778,687

Surplus/(Defi cit) before Tax 931,088 773,378
withholding tax 8 (383,444) (382,810)
Fringe benefits tax (t,123,270\
Fringe benefits tax adjustment l9a 1,123,270
Surplus/(Defi cit after Tax) 547,644

390,568
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Assets

Current assets

9 8,737,823 6,094,47 tCash and cash equivalents

9,157,842r9bReceivables from exchange transactions

(9,1s7,842)Adjusted receivables

8,737,823 6,094,471Total Current Assets

Non-Current Assets

72,212,029l0 t02,073,415Receivables from exchange transactions

l9c \72,212,029)Adjusted non-current receivables

80,972,151t0Non-current receivables

102,073,415 80,972,151Non-Current Assets

110,811238 87,066,622Total Assets

Liabilities
4,167,749 2,16t,017llTrade and other payables

Fringe benefit tax

397,721Un-receipted deposit

(397,721)l9dAdjustment of unreceipted deposit

2,t61,,0174,167 ,7 49Total Current Liabilities
2,161,0174,161,749Total liabilities

106,64J,489 84,905,605Net essets

t05,705,277 84,515,037't2Car loan & Mortgage revolving fund

938,212 390,568Accumulated s u rp lu s/(de fi c it)

84,905,605106,643,489Total net assets and liabilities

15. Statement of F inancial Position as at 30th June 2023

The accounting policies and explanatory notes to these financial statements form an integral part of the

financial statements The Fund financial statements were on 20rh September 2023 and s igned by:

Name: Ms. Margaret Kamoni

Secretary/Fund Adm inistrator

Name: Ke

For: Fund

Ntong'ondu

ntant

Name: Prof. Jackson Too

Chairperson of the Board/Fund

ICPAK M/No.6142

2
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As at I Julv 2021

390,s68390,568Surplus(dgfclt) for the period

84,5 15,037 84,515,037Funds received during the year

2,558,258Transfers

-2,5s8,2s8Restated transfer

84,515,037 390568 84,905,605As et 30 June 2022

84,905,60584,515,037 J90,568Balsnce as at I Jruly 2022

547,644 547,644Surphtsl(deficir) for the period

21,t90,240 21,190,240Funds received during the year

938212 106,643,489As et 30 .lune 2023 105,705277

16. Statement of Chan es in Net Assets for the ear ended 30th June 2023

Disbursement from the sponsor (Commission for university Education) is done on requests basis

upon confirmation of successful application(s) from eligible staff members.

IM^
Name: Ms. Margaret Kamoni

Secretary/Fund Administrator

Name: KennQlh tong'ondu

For: Fund Accountant

ICPAK MNo.6l42

Name: Prof. J. Too

Chairperson of the Board/Fund

,
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17. Statement ofCash Flows for the year ended 30th June 2023

Cash llows from operating activities

Receipts

5 2,556,296 2,552,065Interest income

2,556,296 2,552,065Total receipts

Payments

Employe€ costs

7 ( le20) (480)Finance costs

(1e20) ( 480)Total payments

Net cash flow from operating activities 2,554376 2,551,585

Cash flows from investing activities

Proceeds from loan principal repayments l4 10,588,976 7,940,255

t4 (3 1,690,240) (88,912,406)Loan disbursements paid out

Net cash flows used in investing activities (21,101264\ (80,972,15r)

Cash flows from Iinancing activities

4 21,190,240 82,515,037
Receipts into the mortgage revolving fund

4
2,000,000

Receipts into the car loan revolving fund

Cash llows from financing activities 21,t90,240 84,5r5,037

2,643352 6,094,471
Net increase(decrease) in cash and cash
equivalents

6,094,47 |Cash and cash equivalents at I Jluly 2022

Cash and cash equivalents at 30 June 2023 9 8,737,823 6,,094,471

I

,
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18. Statement of Comparison of Budget and Actual amounts for the year ended 30th June 2023

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDf,D 30 JUNE 2023

Notes:

The transfer account was under funded due to low demand of the loan. Funds are transferred from CUE to the scheme based on
applications.

5

Original
budget

Adjustments Final budget Actual on
comparable basis

Performance
difference

Percentage
Utilization

2022/23 2022t23 2022t23 2022t23 2022t23

Revenue Kshs Kshs Kshs Kshs Kshs

Transfer from CUE (KCB Account)

Morlgage Scheme r 17,485,000 I 17,485,000 21,190,240 96,2e4.7 60 lSoh

Staff Car loan 48,000,000 48,000,000 48,000,000 0%
Others
Inlerest Income 2,700,000 2,700,000 2,556,296 143.704 94.1%

Total revenue 168,185,000 168,185,000 23,746,516 t44,438,464 l4yo
Expenses

Use of goods and services I .803,500 1,803,500 1,625,208 178.292 90olo

Taxation: Withholding tax 400,000 400,000 383,444 16,556 96Yo

Total expenses 2r03,500 2r03,s00 2,008,652 194,848 9tyo

Surplus/ (deficit) for the period 165,981,500 165,981,500 21,737,884 144243,,616 t3"h

Capital expenditure
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19. Notes to the Financial Statements

l. General Information
Commission for university Education car loan and Mortgage Scheme/fund is established

by and derives its authority and accountability from public finance Management Act

2012. The F'und is wholly owned by the Govemment of Kenya and is domiciled in Kenya.

The Fund's principal activity is to provide a lone scheme tbr the purchase, development,

renovation, or repair ofresidential property by members ofthe scheme and provide loan

for purchase.

Statement of Compliance and Basis of Preparation
The financial stalements have been prepared on a historical cost basis except for the

measurement at rc-valued amounts of certain items of property, plant, and equipment,

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 International Public

Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. lt

also requires management to exercise judgement in the process of applying the Fund lr

accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is

the lunctional and reporting currency ofthe Furd.

The financial statements have been prepared in accordance with the Public Finance

Management Act, 2012 and lnlernational Public Sector Accounting Standards (IPSAS).

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

Adoption Of New and Revised Standards

i. New and amended standards and interpretations in issue effective in the year

ended 30 .Iune 2023

IPSASB deferred the application date ofstandards from l" January 2022 owing to Covid 19.

This was done to provide entities with time 10 effectively apply the standards. The del'erral was

set for l" Jantary 2023.

6
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Noles b lhe Financial Statemenls (Continued)

ii. Ncw and amended standards and interpretations in issue but not yet effective in

the year ended 30th June 2023.

IPSAS 4I:

Financial

Instruments

Applicable: l"( January 2023:

The objective of ll'SAS 4l is to establish principles lor the financial

reporting of financial assets and liabilities that will present relevant and

useful information to users of financial statements for their assessment of

the amounts, timing and uncertainty ofa Fund's future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:

. Applying a single classification and measurement model lor

financial assets that considers the characteristics of the asset's

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

. Applying a single forward-looking expected credit loss model

that is applicable to all financial instruments subject to impairment

testing; and

. Applying an improved hedge accounting model that broadens

the hedging arrangements in scope of the guidancc. The model

develops a strong link between a Fund's risk management

strategies and the accounting treatment for instruments held as

part ofthe risk management strategy.

IPSAS 42:

Social

Benefits

Applicable: 1't January 2023

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

representativeness and comparability of the information that a reporting

F'und provides in its financial stalements about social benefits. The

information provided should help users of the financial statements and

general-purpose llnancial reports assess:

7
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(a) The nature ofsuch social benefits provided by the Fund;

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

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

performance, financial position, and cash flows.

Amendments

lo 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 bonowing costs which were inadvertently omitted

when IPSAS 4 | was issued.

b) Amendments to IPSAS 30, regarding illustrativc examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 4l was issued.

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

accounting for financial guarantee contracts which were

inadve(ently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial

instruments on initial adoption of accrual basis IPSAS which were

inadvertently omitted when IPSAS 4l was issued.

Other

improvements

to IPSAS

Applicable l"t January 2023

o IPSAS 22 Disclosure of Financial Information about lhe General

Governmenl Secbr.

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

2008).

o IPSAS 39: Employee Benefts

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

defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 4l which is applicable from l'' January 2023.

8
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IPSAS 43 Applicahle I't January 2025

l'he standard sets out the principles for the recognition, measurement,

presentation, and disclosure of lcases. The objective is to ensure that

lessees and lessors provide relcvant information in a manner that

faithfully reprcsents those transactions.'fhis inlormation gives a basis for

users of financial slatements to assess the effect that leases have on the

financial position, financial performance and cash florvs ofthe Fund.

The new standard requires entities to recognise, measure and present

information on right ol'use assets and lease liabilities.

Applicable l't Januory 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 on such 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

financial performance.

IPSAS 44:

Non- Current

Assets [{eld

lor Sale and

Discontinued

Operations

Early adoption of standards

The Fund did not early - adopt any new or amended standards in the year 2022/23.

Significant Accounting I'olicies
a. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

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

fair value and recognized on obtaining control of the asset (cash, goods, services and

property) ifthe translcr is frce from conditions and it is probable that the economic benefits

or service potential related to the asset will flow to the Fund and can be mcasured reliably.

9



Commissktn.fbr Universily Education- Sutf Car ktan/Mortgagc fund
Annual Reporl antl Financial Statements for thc year ended 3Oh June 2023

ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounls

estimated future cash receipts through the expected lile 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

The original budget for FY 2022/23 was approved on I l'h July 2022. Subsequent revisions

or additional appropriations were made to the approved budget in accordance with specific

approvals from the appropriate authorities. The additional appropriations are added to the

original budget by the Fund upon receiving the respective approvals in order to conclude

the final budget.

The Fund's budget is prepared on a different basis from the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial

performance, whereas the budget is prepared on a cash basis. The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassified by

presentalion to be on the same basis as the approved budget. A comparison of budget and

aclual amounts, prepared on a comparable basis to the approved budget, is then presented

ln

Significant Accounting Policies (Continued)
The statement of comparison ofbudget and actual amounts. In addition to the Basis

difference, adjustments to amounts in the financial stalements are also made for differences in

the formats and classification schemes adopted for the presentation ofthe financial statements

and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of

comparison of budget and actual amounts as per the statcment of financial performance has

been presented under section 9 ofthese financial statements.

l0
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c. Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible

assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. Intemally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incuned. The useful life of the

intangible assets is assessed as either finite or indefinite.

d. Financialinstruments

l)Financial assets

I nilia I recogn il io n an d meas uremenl

Financial assets within the scope of IPSAS 29 Financial Instruments; Recognition and

Measurement are classified as financial assets at tlir value through surplus or deficit, loans

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

appropriate. The Fund determines the classification of its financial assets at initial

recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable

payments thal are nol quoted in an active market. After initial measurement, such financial

assets are subsequently measured at amortized cost using the effective interest method, less

impairment. Amortized cost is calculated by taking into account any discount or premium

on acquisition and fees or costs that are an integral part ofthe effective interest rate. Losses

arising from impairment are recognized in the surplus or deficit.

Held-lo-malurily

Non-derivative financial assets with fixed or determinable payments and fixed maturities

are classified as held to maturity when the Fund has the positive intention and ability to

hold it to maturity. After initial measurement, held-to-maturity investments are measured

at amortized cost using the eft'ective interest method, with less impairment. Amortized cost

is calculated by taking into account any discount or premium on acquisition and fees or

costs that are an integral part of the effective interest rate. The losses arising from

impairment are recognized in surplus or deficit.

ll
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I mpai r me nt of Ji n anc ial asset s

'Ihe Fund assesses at each reporting date whether there is objective evidence that a tinancial

asset or a Fund of financial assets is impaired. Management then follows the procedure

required by Regulation 145 ofthe PFM Act. A financial asset ofthe Fund is deemed to be

impaired if, and only if, there is objective evidence of impairment as a result ofone or more

events that has occurred after the initial recognition ofthe asset (an incurred 'loss event')

and that loss event has an impact on the estimated futurc cash flows ofthe Fund that can be

reliably estimated. Evidence of impairment may include the following indicators:

. The debtors ofthe Fund are experiencing significant financial difliculty

. Default or delinquency in interest or principal payments

o The probability that debtors will enter bankruptcy or other financial reorganization

. Observable data indicates a measurable decrease in estimated future cash flows (e.g.

changes in arrears or economic conditions that correlate with defaults)

2) Financial liabilities

I n itial recog n il io n and meas ureme n I

Financial liabilities within the scopc of IPSAS 29 are classified as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. The Fund

determines the classification of its financial liabilities at initial recognition.

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

borrowings, plus directly attributable transaction costs.

e. Contingent liabilities
The Fund does not recognize a contingent liability but discloses details ofany contingencies

in the notes to the financial statements unless the possibility of an outflow of rcsources

embodying economic benefits or service potential is remote.

f. Contingent assets
The Fund does not recognize a contingcnt asset but discloses details of a possible asset

whose existence is contingen( on the occurrence or non-occurrence ofone or more uncertain

future events not wholly within the control of the Fund in the notes to the financial

statements. Contingent asscts are assessed continually to ensure that developments are

appropriately reflected in thc financial statemenls. If it has become virtually certain that an

tz
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Significant Accounting Policies (Continued)

inflow of economic benefits or service potential will 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 which the change occurs.

g. Nature and purpose of reserves

The Fund is a revolving fund maintained for the purposes of staff mortgage and Car loans

disbursement to eligible staff member only.

h. Changes in accounting policies and estimates
The Fund recognizes the effects ofchanges in accounting policy retrospectively. The effects

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

impractical.

Foreign cu rrency transaclions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange

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

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

exchange

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

reporting of creditors at rates different from those at which they were initially recorded

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

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 influence over the Fund, or vice versa.

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

Trustee, the Fund Managers, and Fund Accountant.

k. Cash and cash equivalents

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

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

J
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Significant Accounting Policies (Continued)

are readily convertible to known amounts of cash and are subject to insignificant risk of

changes in value.

l. Comparative figures

There are no comparative figures for the previous financial year, the year ended 30'h June

2027 being the first financial year presentation.

m. Events after the reporting period

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

n. Ultimate and Holding Fund

The Fund is established under Section 24 (4) PFM Act under the Commission for university

Education. Its ultimate parent is the Government ofKenya.

o. Currency

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

Significant judgments and sources of estimation uncertainty

The preparation of the Fund's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported

amounls of revenues, expenses, assets and liabilities, and the disclosure of contingenl

liabilities, at the end of the reporting period. However, uncertainty about these

assumptions and eslimates could result in outcomes that require a material adjustment to

the carrying amount ofthe asset or liability affected in future periods.

a) Estimates and assumptions.

The key assumptions conceming the future and other key sources of estimation

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

adjustment to the carrying amounts olassets and liabilities within the next financial year,

are described below. However. existing circumstances and assumptions about future

3
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Notes to the Financial Statements continued.
developments may change due to market changes or circumstances arising beyond the

control ofthe Fund. Such changes are reflected in the assumptions when they occur. (See

IPSAS t.140.)

b) Useful lives and residual values

The useful lives and residual values ofassets are assessed using the following indicators

to inform potential future use and value from disposal:

i) The condition ofthe asset is based on the assessment ofexperts employed by

the Fund.

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

technology and processes.

iii) The nature of the processes in which the asset is deployed.

iv) Availability of funding to replace the asset.

v) Changes in the market in relation to the asset

4. Transfers from the Parent Ministry/SC/SAGA

5. Interest income

Notes to the Financial Statements continued.

6. Use ofGoods and Services

Transfers from CUE- KCB Current
Account- I 108031625

21,190,240
84,515,037

Total 21,190240 84,5r5,037

Interest Income from Mortgage 2,5 t9,048 2,460,522

Interest Income from Car Loan 37,248 9l,543

Sub Total 2,556,,296 2,552,065

Accrued interest income

Total Interest Income 2,556,296 2,552,065

Provision for Administration fees 1,623,288 1,778,207

Total 1,623,288 1,,778,207

l5
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7. Finance costs

8. Taxation

9. Cash and cash equivalents

9a) Detailed analysis ofthe cash and cash equivalents in banks approved by National
Treasu in line with Section 28 of the PFM Act are as follows:

4801,920Finance costs

1,920 480Total

383.444 382,810Withholding iax on Interest Income

t,123,270Fringe benefits tax
(t,123,2',70)Adjustment for fringe benefit tax

382,8t0383,444Income Tax expense

6,094,47 t8,737,823

CUE Car LoarV Mortgage Account
Family Bank- Westlands Branch

Account 48000018388

Fixed Deposits Account

On - Call Deposits

Current Account

Others (Specrf)
6,094,47r8.,737,823Total Cash and Cash equivalents

6,094,47148000018388 8,737,823Family Bank Account

8,737,823 6,094,471Total

l6



a

Commissionfor University Education- Staf Car loan/Mortgoge fund
Annual Reporl ond Financial Statementsfor the year ended 3(lh June 2023

Notes to the Financial Statements continued.

10. Receivables from exchange transactions

I l. Trade and other payables

Current Receivables

Interest Receivable(accrued) 205,85 7

Adj ustment for interest receivables (205,8s7)

Uncredited Deposits 398,673

Adjustment for uncredited deposits -398,673

Current Loan Repayments Due 8,95 1,986

(8,95 l,986)
Total Current Receivables

Non-Current Receivables

Long Term Loan Repayments 102,073,415 72,212,029

Adjustment for long term repayments (72,212,029)

Long term loan repayment 80,972,t51

Total Non- Current Receivables 102,073,41s 80,972,151

Total Receivables from Exchange
Transactions

102,073,415 80,972,151

Trade payables- (Admin fee) 3,401,49s 1,778,207

Other payables- (withholding tax)
FY2022/2023 383,444 1,506,080

Withholding tax adjustment ( 1,506,080)

withholding tax- FY 202 I /2022 382,8 l0 382,810

Total trade and other payables 4,167,,749 2,t61,017

t7



Commission fo
Annual Reporl

r Llniversity Education- Stdff Car loan/Mortgage fund
and Financial Stotementsfor the year ended 30h June 2023

Notes to the Financial Statements continued.

12. Revolving fund

13. Financial risk management

The Fund's activities expose it to a variety offinancial risks including credit and liquidity risks

and effects of changes in foreign currency. The Fund's overall risk management progralmme

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 has in place policies to ensure that credit is only

extended to customers with an established credit history.

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

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with

banks, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial

position, past experience and other factors. Individual risk limits are set based on internal or

external assessment in accordance with limits set by the directors. The amounts presented in

the statement offinancial position are net ofallowances for doubtful receivables, estimated by

the Fund's management based on prior experience and their assessment ofthe current economic

environment.

The carrying amount of financial assets recorded in the financial statements representing the

Fund's maximum exposure to credit risk without taking account ofthe value ofany collateral

obtained is made up as follows:

14. Loan repayments and disbursements

84,5 15,037105,705,277Transfers

8451s,037105,,70s277Total revolving funds

2,556,296 2,552,065lnterest Payment

7,940,25510,5 88,976Principal loan repayment

(88,912,406)(3 1,690,240)Loan disbursements

l8
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Other Disclosu res Continued

15. Schedule of principal loan repayment.

Principal repayments 202212023 Monthly

I

Dorcas Omukhulu 87.865
2

Alice Kande 2s,921

3

Amold Musanga 24,222
4

Caroline Muthoni 49,497

5

Doris Kiende 28,994
6

Elizabeth Onyango 55,8s4
7

Getrude Lukela 37.743
8

Hezron Ndung'u 26,5 l8
9

Jayne Waniiku 53,91s
10.

Linah Kiptoo 143,173

I l_
Millicent Keta r04,0l2

t2
ProfJackson Too 134.83 8

r3
Valeria Onsando 49.250

14.
Zachary Waweru 67,336

l5
Andrian Mugambi 66,6t6

t6 Claris Awuor Adoyo

63,332

17. Fresia Waithera Kinuthia
30,431

18. Sarah Adhiambo Ooro

45,452
19. Margaret Wambui Kamoni

78,327
20. William Mwangi Njoki

3s, 182

Total rr08,478
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The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minimal and the allowance for

uncollectible amounts that the Fund has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts. The Fund has significant

concentration ofcredit risk on amounts due from default.

The board oftrustees sets the Fund's credit policies and objectives and lays down parameters

within which the various aspects ofcredit risk management are operated.

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, 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 of forecasts and actual cash flows.

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

At 30 June 2022

Receivables From Exchange Transactions-

Car loans and mortgages 80,972,l5 r 80,972,l5l
Bank Balances 6,094,47 t 6,094,47 t

Total 87,,066,,622 87,066,,622

At 30 June 2023

Receivables From Exchange Transactions-

Car loans and mortgages r02,073,4r5 102,073,415

8,737,823 8,7 37,823Bank Balances

r 10,81lr38 l10,81rr38Total
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Other Disclosures Continued
In the tablc are the contractual undiscounted cash llorvs. Balances due rvithin l2 rnonths cqual

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

c) Market risk

The board has put in place an intemal audit function to assisl it in assessing the risk l'aced by

the Fund on an ongoing basis, evaluate and test thc dcsign and effectiveness of its internal

accounting and operational controls.

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

and tbrcign exchange rates which will allect the lrund's income or the value of its holding of

finanoial instruments. The objective of market risk management is to manage and control

market risk exposures within acceptable parameters, while optimising the return. Overall

responsibility for managing market risk rests rvith the Audit and Risk Management Commitlee.

'Ihc Fund's Internal Departmenl is responsiblc for the development of detailed risk

management policies and for the day+o-day implemcntation ofthose policies.

'fhere has been no change to the Fund's exposure to market risks or the manner in rvhich it

manages and measures the risk.

At 30 .Iune 2022

1,778,207 1,778,207Trade Payables-Admin Fee

1,778,207 1,778,207Total
At 30 .Iune 2023

r,623,288 t,623,288'l'rade Payables-Admin Fee

r,623,288 1,623,288Total
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d) I nterest rate risk

lnterest rate risk is the risk that the Fund's financial condition may be adversely aflbcted as a

result ofchanges in interest rate levels. The Fund's interest rate risk arises from bank deposits.

This cxposes the Fund to cash flow interest rate risk. The interest rate risk exposure arises

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

Managemenl of inlercsl rate risk

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

offer favourable interest rates.

Sensiliviry analysis

The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. 'fhe

sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign

exchange rates, remain constant. The analysis has been perlormed on the same basis as the

prior year.

e) Capital risk management

The objective of the Fund's capital risk management is to safeguard the Fund's ability to

continue as a going concem. The Fund capital structure comprises ofthe following t'unds:

Revolving fund t05,705,277 84,515,037

Accumulated surplus ( Reserves,,l 938,2t2 390.568

84,905,605Total funds 106,643,489

6,094,471Less: cash and bank balances 8.737.823

Net debt(excess cash and cash

equivalents)

Gearing 1000/" l00Yo
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Other Disclosures Continued

16. Financial period

These financial statements covers a period of l2 months from July 2022 to 30th tune 2023

These were the first financial accounts for the mortgage hence no comparative figures

17. Related party balances

a) Nature of related party relationships

Entities and other parties related to the Fund include those parties who have ability to exercise

control or exercise significant influence over its operating and financial decisions. Related

parties include management personnel, their associates and close family members. The

fund/scheme is related to the following entities:

a) Fund administration Committee

b) Commission for University Education board;

c) Commission for University Education (Sponsor).

b) Related party transections

i. Transfers from related parties-Commission for University education main account

lt Key management remuneration

18. Fringe Benefit Tax

The Commission pays fringe befit for its employees as guided by Employer's Guide to Pay as

You Earn in Kenya

84,5 15,037Transfers from related parties-CUE 21,190,240

Board ofTrustees

Key Management Compensation

Total

23



Commissionfor University Ed&alio* Staf Car bor'Mortgage furrd
Amual fuport and Fit orrcidl Statements for the year ended 30h Jwe 2023

J

19. Rcstrted Amounts

a- Fringc Bcnefit - Kshs.l,l23r70
The amount was reversed as the Employcr is paying the tax.

b, Receivable from exchange tansactions - Kshs,9,157,842
Additional information from Family Bank indicarcd that all thc paymcnts had becn made

c. Non - cunent receivables - Kshs.72,212,029
Upon rcconciliation on roccipt of information the cornect amount was Kshs.8Q472,l5 I
and not Kshs.72,212,029

d. Unreceipted deposit - Kshs.347,72l
Therc wcte no unrecciped deposits upon reconciliation with bank rccords

e. Transfers - Kshs.2,558,258
Erroneous figurc which has becn correctcd
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Other Disclosures Continued

16. Financial pcriod
These financial statements covers a period of t 2 months from July 2022 lo 30th June 2023

These were the firsl financial accounts for the mortgage hence no comparative figures

17. Related party balances

a) Nature of related party rclationships

Entities and other parties related to the Fund include those parties who have ability to exercise

control or exercise significant influence over its operating and financial decisions. Related

parties include management personnel. th€ir associates and close family members. The

fund/scheme is related to the following entities:

a) Fund administration Committee

b) Commission for University Education board;

c) Commission for University Education (Sponsor).

tl) Related party transactions

i. Transfers from related parties-Commission for University education main account.

ll. Key management remuncration

18. Fringe Benefit Tax

The Commission pays lringe befit for its employees as guided by Employer's Guide to Pay as

You Earn in Kenya

84,5 I 5,03721,190,240Transfers from related parties-CUE

Board ofTrustees

Key Management Compensation

Total
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.l

19. Reststed Amounts

a- Fringe Bcnefit - Kshs.l,123,270
The amount was reversed as the Employer is paying the tax hence the nccd to restate.

b. Receivable &om exchange transactions - Kshs.9,157,842
Upon updatcd additional information from Family Bank it was indicated thar all the
payments had been made.

c. Non - current receivables - Kshs,72,212,029
Upon reconciliation on receipt of information the conect amount was Kshs.80,472, l5 I
and not Kshs.72,212,029. Hence the need for resbtemcnt.

d. Unreceiptod deposit - Kshs.397,72l
Theie wcrc no unreceipted deposits upon recnnciliation with bank records.

e. Transfers - Kshs.2,558,258
This was a misplaccd erroneous figure which has been oorrcoled,
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l. Annexes

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 rovided to the Auditor.

Non-
Com pliancc
with the
Rcporting
Tcmplete on

Presetlletion
and Disclosure

ofthc Finsncial
Statements

The annual report and

financial statements
prepared and presented for
audit had the following
presentation and disclosure

erTors: -

The key entity information

and management on page

iii does not disclose key

management for the Fund;

The fund administration

committee does nol

disclose age, dat€ of
appointment, key

academic and professional

qualifications of the

committee. The guidance

notes need to be deleted;

The management team for

the fund, passport-size

photos, their key academic

and professional

qualifications, work
experience and their main

areas of responsibility

have not been disclosed;

The name ofthe
chairperson has not been

indicated on the Fund

Chairman's Reporl on

page viii;

Management discussion

and analysis on page xi has

not disclosed operational

and fi nancial performance

ofthe Fund, lund's key

Key management lor the

lund has been disclosed.

Fund adminislralion
commi ee has disclosed
the age. date of
oppointmenr, key academic

and professional
qualifications and guidance

note has been deleted:

The management leam

de tai I s and rcspons i b i I i ties

hove been sloted;

The hame of the

chairperson has been

indicated:

Ma nage me n I d is c u ss i o ns

and analysis parl has been

enhanced:

Enpironmental and
sustaindbility reporl has

been done:

The name o/the
administralor has been

indicoted:

The statene of
perlormance against
pre de le r rfi i he d o bj e c I ive s

has disclosed the slrategic
pillars

(Rekr lo the amended

f;nanciol statements)

Resolved

'ifrr tl'l liI:
i\ilr,r,ti
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F,

!

projects or investment

decisions implemented,

compliance with statutory

requircments, Major
risk(s) facing the Fund and

any material arrears in

statutory and other

financial obligations;

Environmental and

sustainability report has

not been disclosed;

Thc name of the fund

adminislrator has not been

indicated on page ix;

The statemcnt of
performance against
prcdetermined objectives
does not disclose thc

strategic pillars, activities
towards their achievcment
and the outputs undcr each

strategic pillar. Key
performancc indicators

have not beeo discloscd. ln
addition, the prescrib€d

format has not been

followed; and

Minutcs approving the

financial statcments on

30'h September, 2022 have

not bcen provided;

Lack of Trial Balance and

Ceneral Ledger

Manage m e n t had pre pare d
a Trial balance as at 3(lh

June 2022. And is drached
as Appendix 2

The amount is disclosed in
the F ihancial Statement,

Statement olfinancial
per/ormance as shown.

Inleresl income has been

recogni:ed; See Nole ll on

Inaccuracies in
thc Annual
Reporl and
Financial
Saatements

Misstatements in the

Statement of F'inancc

Perlbrmancc

Misstatements in the

Statement of Financial

Position

Resolved

Reporting I'criod
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Notcs to the Financial

Statemcnts

Interesl Receivable

(occrued)as shown on

appetulix I

Reporting period: The

scheme waslully
ope rot i onal i.e d i n Oc I ob e r
2 020, financial s tatede nts

were thelrst lor lhe

c o rnm iss i o n s ! alf c ar I oan

ond morlgage scheme ahd

there were nolnancial
stqle me nls /o r pr ior rear
i.e. 2020/202I and covers

eighteen months;

Nore I on general

inJormqtion has disclosed

the yedr the PFM Act was

enacted.

Note 2 has disclosed the

details required.

The proposed budget lor
the scheme was done and
indicaled os an item in lhe
C omm is s i o n fo r u n ive rs i ly
education capildl budget.

Upon lhe imptemenlalion
of he Staf Mortgoge and
car loan Scheme, no
separate budget vas done

lor the Schene. The Jund
admi ni s lral i o n C o mm i lt ee

has laken hote of lhis and a
compre he ns ive budge t for
the scheme will be done
starling wilh lhe currenl

financial year 2022/202 3.

The accouhtinq policy on
prope y, plant dnd
equipment and intangible
assets has been removed-

Nore 7 has beei split to
show lhe interesl income
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The Ilnancial statements

lor the Commission for
University Education Staff
Car Loan and Mortgagc
Schemc for the year ended

30 Junc, 2022 werc

submitted on l7'h March,
2023.

for car and mortgage as
per the template. This is
indicated in attached
interest schedule (the only
beneficiary-Gertrude
Mdbele) Appendix I

Tdx chdrged on interest
income has nov been
disclosed.

Schedules of interest
accrued per individual
be neJic iary accou nt hate
been provided as Appendix

This is noted. rhe lnancial
s I a te me n ls lor C o rn d i s s i oh

for University Education

slafr car loan and morlgage
scheme hate been prepared

/or eighteen months lrom
the date oJthe inception of
lhe scheme, because no

olher tnancial slalements

have been prepared belore-

I

Late
Submission of

l'i,',,'"rst
Stetements

I

i

lnaccuracies in

Statement of
Cash Flows

Review ofth€ statcment of
cash flows revealed the

following misstatements;

Transl'er from the main

accoun( amounting to

Kshs.84,515,037 is not an

operating activity as it is
not derivcd from the

principal cash generating

activities ofthe Fund as

requircd by paragtaph 22

of II'SAS 2. This activity
should be classificd as a

financing activityi

Nore 7 to the financial

statements refl ects intcrest

r€ccived amountinB to

The cashJlow statement
has been corrected lo
re.fi ect the kshs. 84, 5 I 5,0 3 7

as rtnancing activity;

The interesl income in note
7 has now been indicated
ih rhe sturement ofcdsh

!ows:

Note on proceedsfrom loan
principol repayments and
loan disbursement has been
done (allached appendk 3)

CUE has

complied

Resolved

The disclos re hote has
been included

Withholding lar pdid on
accrued income has been
indicated

28



Commissionfo
Annual Reporl

r t/niversity Education- Staff Car loan/Mortgage fund
and Financial Statements for the year ended 3Ah June 2023

Kshs.2,228,044 which has

not disclosed in the

statement ofcash flows;

The reconciliation of net

cash tlows from operating

activities to surplus

disclosed in Note l2
revealed a net cash flow
from operating activities

amounting to

Kshs.847,792. However,

review revealcd that

interest income amounting

to Kshs.2,540,613 includes

interest received of
Kshs.2,228,044 while
increase in receivables

amounting to
Kshs.84,509,997 di ffers

with the receivables'

balance of
Kshs.83,510,918 by

Kshs.999,097;

No disclosure notes on

proceeds from loan

principal repayments and

loan disbursements paid

out amounting to

Kshs.10,492,320 and

Kshs.88,910,366

respectively as required by

paragraph 128 of IPSAS l;
and

withholding rax

paid./accrued on interest

income has not been

disclosed.

,it., ir?,tiroi!
r-\lr, r'lir lt\+

.,;it,rir:ll
irtr li i ii!rlt'r'i

'll:t i r tr|

'-l'iiI i) l'irtiil, !

f^.r..lr l!. ; i ) i|lrli..1iil ililrt.i
Iiriir r\)lrlItl!i

f:t,lrlrit, rir, iit
i:! I irl riI rlil iii

Misst!lemcnts
in the Statement

ofChanges in
Nea Ass€ts

The statement of changes

in net assets reflccts funds

received during thc year

amounting to

Kshs.84,5 15,037 disclosed

The statement ofchanget in
net assets htx been

rectiled
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under mortgage and car

loan fund. However, the

statement of financial
position reflects car loan

and mortgage revolving
fund balance of
Kshs.87,067,296 resulting

into unexplained variance

of Kshs.2,552,259-

Funher, surplus for the

year amounting to

Kshs.847,792 has been

disclosed under mortgage

and ca. loan fund instead

ofaccumulated surplus

Statement of comparison o!
budgel dnd actual qmounls

hos been prepared lo shoru

hou/ the budgeted total /und
amounl was utiliaed.

Management has not
prepared a statement of
comparison of budget and

actual amounts as required
by ParaSraph 14 of IPSAS
24. In addition,
management has not
prepared a reconciliation
ofactual amounts on a
comparable basis and
actual amounts in the
financial statements
idcntifying basis
differences as required by
oa.a$a9h 47.

The cashbook has been

prepared while bank

rcconciliations will be

lorvarded to National
Treosury as direcled. The

cashbook prepared is as

shown by appehdi-x 4

Missaatements
in the Statem€nt
of Comparison
of Budget aod
Actual Amounts

Unconfirmed
Cash and Cash
Equival€nts

Non-iemiltanc€
of Fringe
Benefit T.x

The Fund Management
should prepare cashbooks
and bank reconciliation
statements. Management
should ensure that monthly
bank reconciliations are

submined to the Auditor-
Ceneral in accordance
with Regulation 90(l) of
the Public Finance
Management (National
Govemment) Regulations,
2015.
The management did not
deduct and remit to Kenya

Revcnuc Authority fringe

benefit tax accrued from

the low interest loans

The C o mm is t i o n s t alf c ar
loan and mortgaqe schefie

has pul tueasures in place

lo ensure compliance- The

lrihge benefit to, has been

Resolved

Resolved

Resolved. l

Assessment

being I
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extended to its members

amounting to

Kshs.1,123,270. This

contravenes section l2B of
the Income Tax Act which

states that tax to be known

as fringc benefit tax shall

b€ payable commencing
on the l2ih June, 1998 by

every employer in respcct

ofa loan provided at an

interest rate lower than the

market interest rate, to an

individual who is a

director or an employee or

is a relative ofa direclor or

an employee, by virtue of
his position as director or

his employment or the

employment of the person

to whom is related.

The Fund did not have an

approv€d budget for the

year. This is contrary to

scction 68(2)(h) ofthe
Public Finance

Management Act 2012

which requires the

Accounting Officer ofan
entity to prepare estimates

of revenue and expenditure

ofthe entity in conformity
with the strategic plan.

Further, the Commission's

rcquest for budgetary

provisions to the National
'l reasury amounting to

Kshs.84,515,037 to

ope.ationalize the schemc

was not done.

computed and will be

remi ed to KR4. The

Commission Ior uhiversity

educalion slaf car loan

and mortgage scheme will
enBage KRA lo clear lhe

I'he proposed budget for
lhe scheme was done and
indicated as an iler in lhe
Comm iss i on fo r un ive rs i ty
education capital budgel.
The tolal an ounl budgeted

Jor theJund was to be

fi nonced lrom proceeds of
lhe Commission A-l-A and
not to be drawn or
allocated directly from the
Natiohal Treasury- Upon
the implemenlation of the
StafJ Moragage and car
loan Scheme, no separale
budgel was done tor the
Scheme. The /und
adrn i nistat ion Com d i ttee
has token note ofthis and a
compre he ns ire budget Jor
the scheme *'ill be done
starling in lhe currenl
financial year 202 2/202 3.

Commissioh's approted
development budget, by the
National Treasury, was

undertaken

by KRA

Lack ofan
Approved
Budg€t

Resolved
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l

Approval by the Cabinet

Secretary for the

cstablishment of the fund
was not provided lor audit

rcvicw. Further, the

Commission's request for

budgetary provisions to the

National Treasury

amounting to
Kshs.84,515,037 to

opcrationalize the scheme

was not done

The statement of fi nancial

performance reflects

interest income of
Kshs.2,540,613 as

disclosed in note 7 to the

{lnancial statements.

l-lowever, the computation

schedule indicating the

principal amounts and how

the in(ercst amount was

arrivcd at was not providcd

for audit review.

I he reques ted funding as

could be confrmedlrom
the budget lor the FY
202t/2022.

Approval letterlor the

establishmenl and
commence me nl of I he lund
reIZZ26/034/C/(72),
doted 5'h July. 20t9Jron
the National Treosury was

receiwd by the corrlrnission

on t0h July.20l9. Reler to

the arbched copy
Appendix5.

Schedule showing how
inleresl wds orrived dl is
atlached- It shou,s the
inleresl earned lrom each
ofthe benelciary lodn
accounl. Appendixl

,l;tJr,.., rr;, rr.r ,\ !:r Irt,r,.ii :] r f it.,.IIt

I rregular
Establishm€nt
and Operalion
of Mortgage
and Car Lorn
Schemc

Unsupported
lnterest Income

I lrregular Fund
Administration

r Costs

The statement of financial
performance rcflects
administrative costs
amounting to
Kshs.l,692,82l as

disclosed in note l0 to the
fi nancial statements. This
amount represcnts
prolessional serv ice costs
which is 2% ofthe
revolving fund. However,
the statemcnt of
comparison of budget and

actual amounts was not
prepared. ln the absence of
thc approved budget and

the statcment of
comparison of budget and
actual amounts, it is not

frcssible to confirm

'l he staleme of
comparison of budget and

actual amounts has been

prepared. Repayment

schedule is per attdched

appentlix3

Resolved

Resolved

Resolved.

Basis of
administrati

on fee; see

appendix

s(a)
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Uosupported
Rcceivables
from Exchrnge
Trrnsactions

whether th€ administrative
cost was within thc
maximum limit of 3

percent ofthe approved
budget as required by

Regulation 207(l)(d) of
the Public Finance
Management (National
Govemment) Regulations,
2015 which providcs that
administrative costs of the
Fund shall be a maximum
of 3% ofthe approved
bu et

The statement of financial
position reflects
receivables from exchange
transactions balance of
Kshs.81,230,507 as

disclosed in Note l0 to thc
Iinancial statements.
However, the balance
reflected in the notc is

Kshs.83,5 10,918 resulting
to an unreconciled
variance of
Kshs.2,280,41 l. Review
revealed the following
misstatements;

Ledgers or accounl
statements and documents
showing details ofthe
borrowers, respective
balances owed, individual
repayment schedules and

loan status reports were
not provided for audit
vcrification;

No separation has been
made for the current
portion to be recovcred in

the next twelve months as

required by Paragraph
76(c) of IPSAS l. further,
the non-current portion of
the exchange receivables
has not been scparated and

disclosed in the statement

Statements ofeach
borrower are as atlached.

Separalion of lhe portion lo
be recovered in the next 12

months has been disclosed,
a, per lhe attached
appendixl

Resolved

I'he above named
beneficiary was away on
unpaid leave during the
period but has since starled
repaying his loan
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ProfJackson 'l'oo was
granted loan on May,2O2l
amounting to
Kshs.9,540,000 but repaid
Kshs.l34,838 on
September, 2021. The
recovery ofthe amounts
appears to bc uncertain.
The statement of llnancial
position reflccts car loan

and mortgage revolving

fund balance of
Kshs.87,067,296 which is

not supported by a note in
(he fi nancial statemcnts.

However, thc amount was

not supported with
schedules, cashbook,

ledger, approvals and other

verifi able documents. Thc

schedules provided

supported Ksh.83,0 10,6 I 3

leaving an unsupponed

balancc of Ksh.4,056,683

The rtnancial slatemenls

ha,,rc now included the

noles and support

schedules, cashbook and

other venfiable documents

Unsupported
Staff Crr l,oan
and Mortgage
R€volving Fund

Failure to
Register
Charges on
Securities

Resolved

Resolved

The statement ofcash
flows reflects loan

disbursement of
Kshs.88,910,366.

However, no

documentation in the form

of title deeds, logbooks

and insurance cover for thc

loans issued have bcen

provided to confirm that

the Fund had registcred

charges on the ownership

documents as security for

amounts disbursed to

loanees. Public funds may

be lost in thc event of
rcpayment defaulls

Evidence thal lodns

secured and properties

charged on title deeds and
log book are as per
auached copies provided.
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Guflancc Noles:

(iiD

Use the same reference numbers as contained in the extemal audit report.

Obtain the 'IssudObservation" and "management comments", required above, fiom

final extcmal audit report that is signed by Managernent.

Before approving the repor! discuss the timeframe with the appointed Focal Point

persons within your Fund responsible for implementation ofeach issue.

Indicate the status of "Resolved" or'Not Resolved" by the dare of submitting this

rEport to Nationsl Treasury.

(iv)

Fund Manager/Accounting Ofticer/Fund Administralor

Ms. Margaret Kamoni.

Scc rctr rylFund Adnlnistrrtor

(i)

(i0

h,....4.1.IL ^Z
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