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KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30, 2020

a) Background information

The Kisumu County car & mortgage loan scheme is a revolving fund established pursuant to the
Salaries and Remuneration Commission (SRC) circular number SRC/TS/WH/3/14 of l4th
February 2014. Section 167 of the Public Finance Management (PFM) Act 2012 mandates the
administrator of public funds with the preparation ofannual linancial statements.

For proper management of the fund and as advised by the SRC in the circular under the
rel'erence. Kisumu county adopted the PFM regulations 2014 to guide in the operationalization ol
the fund. As advised by the SRC and as provided fbr under regulation l6 ofthe said regulations,
the County Service Board appointed a banking institution to manage the t'und.

From inception. the fund was being intemally managed under Kenya Commercial Bank.
Thereafter the executive fund was under the management of llnancial institution, Diamond Trust
Bank. The role oi the bank was to provide administration services fbr the t-und. However, the

bank failed to honour its part of the contractual obligations leading to termination ol the
administrative services with effect fiom April 2016. Since then, the fund has been intemally
administered in the county govemment by the County Treasury. Some tive executive members
were also had their contract terminated belbre full recovery.

The SRC in its circular reference SRC/ADM/CIR/I/13 Vol.lll (128) dated l71h December 2014
provided guidelines lbr access ofcar loan and mortgage benelits by state and public otiicers.

There has not been any appointment of new committee member

The fund is wholly owned by the County Government of Kisumu and is domiciled in Kenya

b) Principal Activities

The principal activity/mission/ mandate of the fund is to provide car and mortgage loans to staft'.

V isio n

"Leader in fund management for staff."

Mission

"To provide affordable, accessible and sustainable car and mortgage loans to staff."

Core Values

The f'und upholds the values of accountability, transparency, excellence. accessibility, integrity.
responsiveness, equity and team work.

I I l'.r 9 e
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KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
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c) Sche me Management Committee

d) Registered Offices

Prosperity House
P.O. Box 2738-40100
Kisumu, Kenya

. E-mail:treasury@kisumu.go.ke
o Website:www.kisumu.go.ke

I) Fund Bankers

Diamond Trust Bank
West End Mall Branch
P.O. Box l08l-40100
Kisumu, Kenya

Family Bank
Kisumu Express Branch
P.O. Box 74145 -0200
Nairobi, Kenya

g) IndcpendcntAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi. Kenya

Fund Administrator

2

Ilcf Name I'os itio n
I Mr. Codfiey Kigochi Chairperson
) Dr. John Ogone CECM Education

Mr. Eric Angwenyi Orangi Chief Officer Finance
.l Mr. Daniel Okia Chief Offi cer Cooperatives
) Mr. Victor Obondi County Attomey

Mrs Keziah Okoth Director Accounting Services
7 Mrs. Haniet Hongo

Mr. Hesbon Hongo
Director Human Resource Management

tt Secretary County Public Service Board
9 Mrs. Linet Ochieng County Assembly Service Board
l0 Mrs. Jacinta Kapiyo County Public Service Board
l1 Mr. Evans Otieno
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KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30, 2020

h) Principal Legal Adviser

The Attomey Ceneral
State Law Office
Harambee Avenue
P.O. Box 401 l2
City Square 00200
Nairobi, Kenya

3 | l' ir .' .'



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30, 2020

2. MANAGEMENTTEAM

The emenl durin the financial ear consisted ol':

Evans Otieno-Fund Administrator
Mr. Otieno was appointed as the Fund
Administrator on 6th March 2019. He hotds a
Bachelor of Commerce degree. He is also a
Certifi edPublic Accountant (CPA-K).

Mr. Maurice Okoth-Fund Accountant
Mr. Okoth Holds a degree from University of
Nairobi and is pa Certified Public Accountant
(cPA-K).
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KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the 1'ear ended June 30, 2020

.J. I-UND CHAIRPIiRSON'S IIEPORT

It is my pleasure to present the Kisumu Counqv Car and Mongage loan scheme fund financial
statements for the year ended 30th June 2020. The financial statements present the tlnancial
performance of the fund over the past year.

Sustainability

The f'und and its stakeholders are increasingly emphasizing on the need to ensure sustainability
fbr both its investments and its resource mobilization and financing capabilities with an objective
ofensuring that the fund's going concem is secured.

The fund has conducted a basic assessment of available options fbr fbasible flnancing tools that
would assure the lund of its long term sustainability. The tund has reviewed its current resource
mobilization strategies and proposed feasible sustainability linancing options.

We are positive the fund will disburse funds to an increased number of beneficiaries in the
coming tinancial year given we are anticipating improved recoveries fiom the CECMs who were
in the previous regime. Further, the cabinet representative was relieved of his duties in the course
of the year and is yet to be replace.

Review of performance

Income
The fund eamed revenues amounting to KShs.276,399/: from the County Govemment and other
revenues from other exchange transactions.

Expenditures
The total expenditures during the period amounted to KShs. I1,480/=which is finance cost
representing I 00% total expenditures.

Appreciation
I take this opportunity to express my sincere gratitude and appreciation to the county
government. development partners. stakeholders, management and staff fbr their continued
support which made us achieves these results.

I look tbrward to your continued support in the year 202012021.

Signed:

Mr. Godfrey M. ochi
Fund Chairperso
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KISUMU COUNTY CAR & MORTGAGE SCHEME FUNI)
Reports and Financial Statements
For the year ended June 30, 2020

4. REPORT OF THE FUND ADMINISTRATOR

It is my pleasure to present the Kisumu County Car and Mortgage loan scheme financial
statements for the year ended 30th June 2020. The financial statements presenl the financial
performance of the fund over the past year.

The fund was established on l'1 May 2014 and started with an initial amount of KShs 250M and
a firrther KShs 32.2M for CECMs. However, County Assembly of Kisumu divorced its fund
under Kenya Commercial Bank on 24\h May , 201 7. The fund as it is today deals with only
County Executive Committee Members and its staff.

Financial Performance

a) Revenue

In the year ended 30th June 2020, the fund had projected revenues ofKShs. 3l1,034i:.

b) Loans

Additional loan was advanced to Chairman to the County Public Service Board Mr. Charles
Babu Karan (Shs.4,000.000) in the month of March. No additional applications were processed
due to insulficient funds in the fund account. We expect approval of more loans in the year
2020t2021

c) Prior vear adjustments

The interest receivable had been understated by Shs.22,5l9i: and opening balance had been
underslated by Shs.483,384 which has been adjusted on accumulated deficit bringing it to Shs.
10,179,8731=. The prior year adjustment has also been done on receivables for Shs. 21,556/=
which resulted from casting error. This has brought the accumulated deficit to Shs. I 0,972,25 I /=

d) Conclusion

FY 201912020 was a good year in general. Good progress was made and the momentum has
been created to enable Kisumu County car and mortgage loan scheme continue on a trajectory
into prosperity.

I take this opportunity to thank the management committee for their support. I would also want
to thank all stalf who we have worked hand in hand to ensure that Kisumu County Car and
Mortgage Loan Scheme achieve i1s mission.

Signed: @rytQ

Evans Otieno
Fund Administrator
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KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30,2020

5. CORPORATE (;OVERNANCE STATEMENT

THE FUND
The Kisumu County Car and Mortgage Fund Scheme is a revolving fund established pursuant to
the Salaries and Remuneration Commission (SRC) circular number SRC/TS/WH/3/14 of l4th
February 2014. Section 167 of the Public Finance Management (PFM) Act 2012. Its mandate is
to provide car and mortgage loans to members of stafL The firnd is committed to ensuring
compliance with regulatory and supervisory corporate govemance requirements. Essential to the
establishment of a corporate govemance tiamework in the lund is a lbrmal govemance structure
r.r'ith the management committee. The operations ol the lund are govemed by the scheme
regulations published on l4th April, 2016. The structure is designed to ensure an informed
decision making process based on accurate reporting to the board.

THE MANAGEMENT COMMITTEE
The scheme regulations provide that the management committee shall be made up of ten
members. The committee is responsible for the long-term strategic direction of the f und and
recruitment of the Fund Administrator and senior management.

'fhe committee is provided with full, appropriate and timely infbrmation that enables it to
maintain full and ef'fective control over the strategic, financial, operational and compliance
issues. The day-to-day running of the operations of the tund is delegated to the l'und
administrator but the committee is responsible fbr establishing and maintaining the lirnd's system
of intemal controls lbr the realization of its mandate of providing llnancial support.

COMMITTEE MEETINGS
The committee meets regularly in order to rnonitor the implementation of the fund's strategic
plan and achievement of the targets.

INTI,]RNAL CoNTITOL AND RISK MANA(;EMEN'T

lnternal Control
The commitlee is responsible lbr reviewing the ef'fectiveness of the fund's system of intemal
control which is designed to provide reasonable, but not absolute, assurance regarding the
safeguarding of assets against unauthorized use or disposition and the maintenance ol'proper
accounting records and the reliabitity of financial intbrmation used within the business or for
publication. These controls are designed to manage rather than eliminate the risk of failure to
achieve business objectives due to circumstances which may reasonably be foreseen and can
only provide reasonable and not absolute assurance against material misstatement or loss.

Auditor

The fund is audited by the Auditor-General

7ll'agc



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30,2020

6. MANAGEMENT DISCI.ISSION AND ANALYSIS

The fund has continued to grow over the years and the management has put measures in place to
safeguard against risks.

The fund's activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The Fund's overall risk management programme
focuses on unpredictability of changes 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
staff with an established credit history.

The management has ensured that we comply with slatutory requirements relating to the
functions ofthe fund and also making sure that statutory deductions are remitted on time to avoid
incurring penalties and interests for non-compliance.

BT]SINESS PERFORMANCE

Rcvcnue

The fund eamed revenues amounting to KShs.276.399/:fiom the County Govemment and other
revenues from other exchange transactions.

Cash flows

The cash and cash equivalents was KShs. 4.27 4,5421=as at 30th June 2020 and Kshs.4,882.193/=
as at 30rh June 20t9. The reduction is attributed to issuance ofadditional loans to the new Countv
Public Service Board Chairman.

OPEITATIONAL PERFORMANCE

The fund's core operating activity has been the oflering car and mortgage loans to members of
staff. The County Govemment has supported the fund and increased collections from members
of staff have also added to the fund's better performance.

Conclusion

We appreciate the unrelenting support from the fund committee, management, staff, the County
Govemment, development partners and all the key stakeholders. We look forward to the
continued partnerships and cooperation in areas of mutual interest in the FY 202012021.

8ll'rrgc



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and F inancial Statements
For the year ended June 30,2020

7. REPORT OF THE MANAGEMENT COMMITTEE

The committee submit their report together with the audited financial statements fbr the yearended June 3}th 2O2O which show the siate olthe Fund affairs.

Principal activities

The nrincipal activity of the Fund is to provide financing to the members ofstaffto purchase carsand homes for personal use.

Results

The results of the Fund for the year ended June 30th 2o2o are set our on pages , to 35.

lT A^ugito: General is responsible for the statutory audit of the Fund in accordance with Article229 of the Constitution of Kenya and the public auait act ZOt S.

By Order of the Committee

The accounting policies and explanatory notes to these llnancial statements form an integral partof the flnancial statements. The entity financial statements were approved on r7;"i"j,"n.,u"r,
2020 and signed by:

Auditors

Signed

Mrs. Harriet Hongo
Member of the Committee

9 | l'a g c



8. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section16TofthePublicFinanceManagementAct,2012requiresthat,attheendofeach
n""""r^ryear'theAdministratorofaCoun'tyPublicFundshallpreparefinancialStatementsfor
il"'.ir;i in accordance with the standards and formats prescribed by the Public Sector

Accounting Standards Board.

The Administrator of the county Public Fund is responsible for the preparation and presentation of

the Fund,s financial statements, which give a true and fair.view ofthe State of affairs of the Fund

io. una * at the end ofthe t-rnancial yeai ended on June 30rh,2020. This responsibiliry includes: (i)

."i,*i"i"gadequatefinancial.nu,,ug"."ntarrangementsandensuringthatthesecontinuetobe
effective throughout the reporting ieriod; (ii) riaintaining proper accounting. rec.ords' which

disclose with reasonable u""r.u"y"* *y timi itre t-tnancial position of the Fund; (iii) designing'

i.fi"."ntlng and maintaining internal controls relevant to thi preparation and fair presentation of

the frnancial statements. ana lnsuring that they are free from material misstatements, whether due

io 
".ro. 

o,. Iiaud; (iv) safeguarding tf,. ^r"tr-of 
th" Fundl (v) selecting and applying appropriate

""*r"i"g 
policiei; ana (vi) matiig accounting estimates that are reasonable in the circumstances.

TheAdministratoroftheCountyPublicFundacceptsresponsibitityforthe.Fund,sfinancial
statements, which have u"* f,"p,."a using appropriate accounting policies supported by

reasonaule and prudent judgements'and estimates,-in conformiry with lntemational Public Sector

;;;;;;ilg Standards irpSesl, and in the manner.required bv the PFM.Act' 2012 The

Administrator of the Fund is oiifre opinion that the Fund's financial statements give a true and fair

view ofthe state ofFund,s t.*r""ti""r during the financial year ended_June 301h,2020, and of the

Fund,s financial position as at that date. The ,{dministrator further confirm the completeness ofthe

"""*r,f"g 
recoris maintain.a io, tt. Fund. which have been relied upon in the preparation ofthe

Fund,s financial Statements as well as the adequacy ofthe systems ofinternal financial control.

Inpreparingthefinancialstatements,theAdministratoroftheCountyPublicFundhasassessed
in.'funa', 

"utitity 
to continue as a going concem and disclosed. as applicable, matters relating to

the use of going 
"on""- 

buri.'of p[pu."u,ion of the financial statements. Nothing has come to the

attention of the Administruto. to indi"ut. that the Fund will not remain a going concem for at least

KISUMU COUNTY CAR & MORTGAGE SCHEME FT]ND

Reports and Financial Statements
For the year ended June 30' 2020

the next twelve months from the date of this statement

Approvat of the financial statements

TheFund'sfinancialstatementswereapprovedbythecommirteeonlT.hSeptember,2020and
signed on its behalfby:

Cil0I

Evans Otieno
Kisrmu Courty Car and Mortgage Scheme Fund Administrator
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Anniversary Towers
Monrovia Street
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REPORT OF THE AUDITOR-GENERAL ON KISUMU COUNTY CAR AND
MORTGAGE SCHEME FUND FOR THE YEAR ENDEO 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Klsumu County Car and
Mortgage Scheme Fund set out on pages 11 to 35, which comprise of the statement of
financial position as at 30 June, 2020, statement of financial performance, statement of
changes in net assets, statement of cash flows and the statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section35of thePublicAuditAct,2OlS. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the 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 Kisumu County Car and Mortgage Scheme Fund as
at 30 June, 2020, 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 Kisumu County (Car Loan Scheme Fund) Regulations, 2016
and Kisumu County (Mortgage Scheme Fund) Regulations, 2016 and the Public Finance
Management Act,2012.

Basis for Qualified Opinion

1. Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents of Kshs.A,27 4,542.
The bank reconciliation statement provided to support this balance reflects receipts in the
cash book not in the bank statement of Kshs.543,095 which had been received between
24 October, 2019 and 24 April,2020 an indication that banking was not being done
regularly. ln addition, the supporting documents for these receipts were not provided for
audit review to ascertain the source.

Consequently, the accuracy and completeness ofthe cash and cash equivalents balance
of Kshs.4,274,542 as at 30 June, 2020 could not be confirmed.

2. Current Portion of Long Term Receivables from Exchange Transactions

The statement of financial position as at 30 June, 2020 reflects current portion of long
term receivables from exchange transactions balance of Kshs.4,085,650. However, the

Report olthe Auditor-General on Kisumu County Car and Mortgage Schene Fundfor the year ended 30 June, 2020



schedule supporting this figure reflected a balance of Kshs.4,063,132. This balance also
included interest receivable of Kshs.443,332 which differs with the amount of
Kshs.276,399 interest income reflected the statement of financial performance.

Consequently, the accuracy, validity and completeness of the cunent portion of long-term
receivables from exchange transaction balance of Kshs.4,085,650 as at 30 June, 2020
could not be confirmed.

3. Long Term Receivables from Exchange Transactions

The statement of financial position reflects long term receivables from exchange
transactions balance of Kshs.13,754,936. However, a review of the records provided for
audit review revealed that loans totaling Kshs.5,825,347 issued before the year
201712018 were not being serviced as the recipients were no longer working for the
County. These loans had not been secured and therefore may be irrecoverable. The Fund
may therefore be required to make a provision for loss due to the likelihood of non-
payment.

Consequently, the accuracy, validity and completeness of the long-term receivables from
exchange transactions balance of Kshs.13,754,936 as at 30 June,2020 could not be
confirmed.

4. Understated lnterest lncome

The statement of financial performance and Note 4 to the financial statements reflects
interest income of Kshs.276,399. However, this amount is based on interest received
during the year and not interest charged on all loans in the year as required by the accrual
basis of accounting. Further, interest was not charged on loans of Kshs.5,825,347 that
were not being serviced as the loanees were no longer working for the county.

Consequently, the accuracy, validity and completeness of the interest income of
Kshs.276,399 for the year ended 30 June, 2020 could not be confirmed.

5, Proceeds from Loan Principal Repayments

The statement of cash flows reflects proceeds from loan principal repayments totalling
Kshs.3,127,429. However, the breakdown of this amount has not been provided for audit
review. ln addition, the balance was not supported with schedules indicating the source
of the proceeds.

Consequently, the accuracy of the proceeds from loan principal repayments balance of
Kshs.3,127,429 could not be confirmed for the year ended 30 June, 2020.

6. Unsupported Prior Year Adjustments

The statement of changes in net assets reflects a prior year adjustments of Kshs .527 ,459
which was not supported or explained.

Consequently, the validity and accuracy of the prior year adjustments of Kshs.527,459
could not be confirmed for the year ended 30 June, 2020.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kisumu County Car and Mortgage Scheme

Report ofthe Auditor-General on Kisumu Counly Cor and Mortgage Scheme Fundfor the year ended 30 June, 2020
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Fund Management in accordance with ISSAI 130 on Code of Ethics I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional 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 Mafter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.311,034 and Kshs.276,399 respectively resulting
to an under-funding of Kshs.34,635 or 1 1% of the budget. Similarly, the Fund expended
Kshs.11,480 against an approved budget of the same amount. The budget was not
balanced contrary to Section 31 (c) of the Public Finance Management (County
Governments) Act, 2015 which states that budget revenue and expenditure
appropriations shall be balanced. The low budget may have affected the planned activities
and may have impacted negatively on service delivery to the residents of Kisumu County.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
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

1.0 Preparation of Financial Statements

The financial statements submitted for audit had combined the transactions for the car
loan scheme fund and the mortgage scheme fund. However, the two schemes are
governed by two separate legislations; the Kisumu County Car Loan Scheme Fund
Regulations, 2016 and the Kisumu County Mortgage Scheme Fund Regulations, 2016.
The two legislation define the two schemes as the Kisumu County Car Loan Scheme
Fund and the Kisumu County Employees Housing Mortgage Scheme Fund respectively
and both are required to separately submit financial statements for audit to the Auditor-
General. The financial statements presented have therefore not been prepared as a par
the law.

Consequently, the Management is in breach of the Law

Report o/lhe Audilor-General on Kisumu County Car ond Mortgage Scheme Fundfor the yeqr ended 30 June, 2020
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2.0 Unsecured Loan

Kisumu County Car Loan Scheme Fund Regulations,2016 number 10(2) and Kisumu
County Mortgage Scheme Fund Regulations, 2016 number 1 1(2) requires the respective
management committees to charge the log books or titles in favour of the County and be
kept in the custody of the County Secretary. However, there was no evidence that the
loans issued had been secured as required.

The Management were therefore in breach of the law and the Fund could suffer loss in
case of default.

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 EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and 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 control, risk management and overall governance.

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

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

Report ofthe Auditor-General on Kisumu County Cur and Mortgage Scheme Fundfor the year ended 30 June, 2020
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them, and that public resources are applied
in an effective way in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) ol lhe 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) ol lhe 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 control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become

Report ofthe Auditor-Ceneral on Kisumu Counly Cqr and Mortgage Scheme Fundfor the year ended 30 June, 2020

5



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 professionaljudgment
and maintain professional skepticism throughout the audit. I also:

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

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

o 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 control that are identified during the audit.

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

CPA Na , CBS
AUDITOR-GENERAL

Nairobi

09 February, 2022
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KISUMU COUNTY CAR & MORTCAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30,,2020

9. T'INANCIAL S'I'A'IEMENTS

9.I. STATEMENT OF FINANCIAL PERFORMANCEFOR THE YEAR ENDED 3O'III
JUNE 2O2O

The notes set out on pages 25 to 35 tbrm an integral part ol these Financial Statements.

l{cr cnuc lronr non-crclrlngr tr:lrrslctions

Public contributions and donations

).Transl'ers liom the County Govemment

Fines, penalties and other levies l

Revenue from exchange transactions

.l 276.399 258.103

Olher income s

Total revenue 276,399 2sti,103

Erpcnscs

6Fund administration expenses

Staff costs 7

General expenses lt

Finance costs 9 I 1.480 16,337

I I,.flt0 16,337Total expenses

Othcr gains/(losscs)

Gain/(loss) on disposal of assets

Su rplus/(dcficit) lirr the pcriod

Gain/(loss) on disposal ol assets t0

S u rplus ftrr thc pu'iod 26{.919 211.7(t6

l l I l' r g. c

IrY20l8/2019

KShs

I N,rtc I !'\'2019/2020

KShs

I

Intere'st inconrc



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended .lune 30, 2020

9,2. STATEMENT OF FINANCIAL POSITION AS AT 3O II.II-]NE 2O2O

The accounting policies and explanatory notes 10 these financial state

of the flnancial statements. The entity financial statements were ap

2020 and signed by

$I411^J
Adminislrator of the Fund
Name: Evans Otieno

()

nts form an integral part
d on I 7th September,

lrt
anle; aurice Okoth

Asscts
(lu rrent assets

Cash and cash equivalents ll 1.171.512 1.882.1 9j
Current portion of long term receivables from
exchange transactions

l2
4.085.6s0 3.701.689

t3Prepayments
Inventories l;+

Non-currcnt asscts
Property. plant and equipment t5

t6Intangible assets

Long term receivables tiom exchange transactions l, t3,7 54,936 12,738.866

Total assets 22,,115,127 21,322,719
Liabilities
Current liabilitics
Trade and other payables from exchange
transactions

t7

Provisions Itr
l9Current portion of borrowings

I}rrrloyee benellt obligations 20

Non-currcnt liahilities
Non-current employee benefit obligation 20
Long term ponion of borrowings l9
'I'otal lia b ilities

Net assets

Revolving Fund 32.295.000 32.295.000
Reserves

( 1 0,1 79.873) ( l 0.972.251 )Accumulated (deficit)
22,1t5,127 21,322,749Total nct assets and liabilitics

l2 | I'it ,.r c

ICPA

\otc F\',2019/202r) |

KShs I

FY20 t 8/2019

KShs

Menrber Number:7689



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For thc ear cnded Junc 30, 2020

9.3. STATEMENT OF CHANGES IN NET ASSETSAS AT 30.IUNE 2O2O

32,766,768 ( 12,999,6.r3) 19,967,121lJ:rlancc:rs at Llu11 2(l l ll
24t.766 211,766Surplus/(deficit) tbr the period

Funds rcceived during the year

1.785.626Prior year adjustments (.+71 .76ti ) I,31-1,858

(r 0,972,2s1)llalancc as at .1().lunc 2()19 32,295,000 21,322,719

32,2e5,000 (10,972,2sr ) 21,322,719

Funds received during the year

Surplr.rs/(deficit) lbr the period 264.919 261.919

Prior year adjustments 527.459 527,459

Balance as at -30 Junc 2020 32,295,000 ( l0,r 79,873) 22,115,127

13 l l'u 3 u

Totn

KShs

\ccuntulirted
rleficit

Ru olsing I Ro aluntio
f'und i n

Rosen'(

KShs [*1

Balancc as at I .fuly 2019



KISUMU COUNTY CAR & MORTGAGE SCHEME FUNT)
Reports and Financial Statements
For the ycar ended June 30,2020

9.4. STATEMENT OF CASH FLOWSFOR THE YEAR ENDE,D 30.'UNE 2O2O

Cash flows from operating activities

Rcccipts

Public contributions and donatiorls

Transfers from the County Covemment

Interesl received 276.399 258. r 03

Receipts from other operating activities

Total Rcccipts 276,399 258,103

Fund administration expenses

General expenses

Finance cost I 1.480 16,337

Total Payments I l,.180 16,-1-r7

Net cash flows from operating activities 21 26.1,919 211.766

Cash flows from investing activities

Purchase ofproperty, plant. equipment and intangible
assets

Proceeds from sale of property. plant and equipment

Proceeds from loan principal repayments 3.t27,429 5,836,285

Loan disbursements paid out (4.000,000) (7,250.000)

Net cash flows used in investing activities (n72,s7r ) ( l ,{ l -1,71 5)

Cash flows from financing activities

Proceeds frorn revolving fund receipts

Additional borrowings

Repayment of bonowings

Nct cnsh flows used in financing activitics

Net (tlccreasc) in cash and cash equivalents ({r07,652) ( r,l7r,950)
Cash and cash equivalents at I JULY 2019 ll .1.81i2.1 94 6,054,143

Cash and cash equivalents at -10.ltlNE 2020 ll 1,271,512 4,8tt2,193

l.lll'.rre

Yo tr I)'20 l9l2020
,, 

KSht

l'Y20r 8i20 t 9

KShs

Paymcnts



KISU U ('OTINTY CAR & MORT(]A(;I.] S('HIiMIi FUNI)
Reports and Financial Statemcnts
For the year ended June 30,2020

9.5. STA'TEMENT OF COMPARISON ()F I}t1I)GE,T AND ACTI,IAL AMOUNTS FOR I'HE PERIOD ENDED.s(}III JUNE
2021)

Revcnuc KShs KShs KShs KS hs KShs
Public contributions
and donations

Transfers from Counly
Covt.

Interest income 3 I I,0:i4 3 I 1.034 276.399 89%
Othcr income

'l'otal income -11 I ,0-1{ -1 I 1.0-1.1 276.399

Expenscs

Fund administration
expenses

Stafl'costs

General expenses

Irinance costs I 1.480 I t..180 I 1.480 t00%
Total expenditure I l.'tE0 I t,180 l I,{80
Surplus for the
period 299,55.1 299,55{ 26{.919

Original hudgel \rljttrllrtrnts ] I irr:rl hrrrlgtt i .\ctrrrrlon eunrl):rr:rl)lc
I I busis

Perfirrmlnce
d iffrrcn cc

2t)21) 2020 2020 2020 2020



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30,2020

9,6. SUMMARY OF SIGNIFICANT ACCOI.JNTING POLICIES

l Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with
Intemational Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings. which is the functional and reporting currency of the Fund. The
accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using rhe direct method. The financial
statements are prepared on accrual basis.

2. Revenue recogn ition

i) Revcnue from non-exchangc transactions

Transfcrs 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) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the entity and can be measured reliably.

lnterest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that nsset's
net carrying amount. The me(hod applies this yield to the principal outstanding to determine
inlerest income each period.

3. Property. plant and equipment

All propeny. plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is direclly attribulable to the acquisition of
the items. When significant parts ofproperty, plant and equipment are required to be replaced
al intervals. the entity recognizes such pans as individual assets with specific usef'ul Iives and
depreciates them accordingly. Likewise. when a major inspection is performed. its cost is

recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

4. 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. Internally generated intangible assets,

16 ll)a gc
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KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended June 30,2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

excluding capitalized development costs. are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

The useful life ofthe intangible assels is assessed as either finite or indefinite.

5. Financialinstruments

Financial assels

I n itia I rccog n il ion a n d mea s ure menl

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

Measurement are classified as financial assets at fair value through surplus or deficit, loans
and receivables. held-to-maturity investments or available-lbr-sale financial assets, as

appropriate. The Entity determines the classification of its financial assets at inilial
recognition.

Louns und receivahles

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement. such financial
assels are subsequently measured at amorlized cost using the effective interest method. less

impairment. Amortized cosl is calculated by taking into accounl any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. Losses

arising from impairment are recognized in the surplus or deflcit.

Held-10-maluril)'

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

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

amortized cost using the effective interest method, less impairment. Amonized 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. The losses arising from impairment are

recognized in surplus or deficit.

I mpuirment of Ji na nc iu I assels

The Entity assesses at each reporting date whether there is objective evidence that a financial
assel or a entity of financial assets is impaired. A financial asset or an entity of financial
assets is deemed to be impaired ii and only if, there is objective evidence of impairment as a

result of one or more events that has occurred after the initial recognition of the asset (an

incuned 'loss event') and that loss event has an impact on the estimated future cash flows of
the financial asset or the entity of financial assets that can be reliably estimated. Evidence of
impairment may include the following indicators:

) The debtors or an entity ofdebtors are experiencing significant financial difliculty

D Default or delinquency in interest or principal payments

17 l l'l g .



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the ycar ended June 30 ,2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

> The probability that debtors will enter bankruptcy orother financial reorganization

P Observable data indicales a measurable decrease in eslimated future cash flows (e.g
changes in arears or economic conditions that correlale with defauhs)

F-i n unci t I I ia bil itics

I n ili a I recog n itio n a n d meas ure menl

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

All financial liabilities are recognized initially at fair value and. in the case of loans and
borrowings, plus directly anributable transaction costs.

Loans ond borrowing

After initial recognition, interesl bearing loans and bonowings are subsequently measured at
amortized cost using the eflective interesl method. Gains and losses are recognized in surplus
or deficit when the liabilities are derecognized as well as through the effective interesr
method amorlizaiion process.

Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part ofthe eflective interest rate.

6. I nventorics

Inventory is measured at cost upon initial recognition. To the extent that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost ofthe
inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted
for. as follows:

) Raw materials: purchase cost using the weighted average cosl method

! Finished goods and work in progress: cost ofdirect materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

After initial recognition, inventory is measured at the lower ofcost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for
a nominal charge, that class of inventory is measured at the lower of cost and current
replacement cost.

Net realizable value is the estimated selling price in the ordinary course ofoperations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange.
or distribution.

l8 | l',r g.:
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Reports and Financial Statements
For the year ende{ Jqnq 30, !!20

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

lnventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course ofoperations ofthe Entity.

7. Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a

result of a pasl event, it is probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation and a reliable estimate
can be made ofthe amount ofthe obligation.

Where the Entity expects some or all ofa provision to be reimbursed. for example, under an
insurance contract. the reimbursement is recognized as a separate asset only when the
reimbursemenl is vinually cenain.

The expense relating to any provision is presented in the statemenl of financial performance
net of any reimbursement.

Co nt i ngent I ia bi I il ies

The Entity 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 resources
embodying economic benefits or service potential is remote.

Conlingenl ussets

The Entity does not recognize a contingenl asset. but discloses details of a possible asset
rvhose existence is contingent on the occurrence or non-occurrence of one or more uncerlain
future events not wholly within the control ol the Entity in the notes to the financial
statemenls. Contingent assets are assessed continually to ensure thal developments are

appropriately reflected in the financial statements. [f it has become virtually certain that an

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.

8. Nature and purpose of reserves

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

9. Changes in accounting policies and estimates

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

10. Employee benefits - Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Dellned contribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a

separate entity (a fund), and will have no legal or constructive obligation lo pay f'u(her
contributions if the fund does not hold suflcient assets to pay all employee benefits relating

19 ll'eg c
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE,S (CONTINUED)

to employee service in the current and prior periods. The contributions to fund obligations for
Ihe payment of retirement benefits are charged against income in the year in which they
become payable.

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange rate on
that date. Exchange differences arising from the settlement of creditors, or from the reponing
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.

12. Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment.Such borrowing costs are capitalized over the period during which the asset is
being acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Funher borrowing costs are charged to the statement of
financial performance.

13. Related parties

The Entity regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa.
Members of key management are regarded as related parties and comprise the Fund
Administrator and the Fund Accountant.

ld. Cash and cash equivalcnts

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposits on
call and highly liquid investments wilh an original maturity of three months or less. which are

readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at the Central Bank of Kenya and at
various commercial banks aI the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances lo
authorised public ollcers and/or institutions which were not surrendered or accounted for at
the end of the financial year.

15. Comparative figures

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

20 ll'r tc

Defined benefit plans are post-employment benefit plans other than defined-contriburion
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
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SUMMARY OF SIGNIFICANT ACCOLTNTING POLICIES (CONTINUED)

16. Events after the reporting period

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

17. Ultimate and Holding Entiry

The entiry is a County public Fund established by Section 167 of.the public Finance
Managemenr (PFM) Acr 2012. lts ultimate pareni is the county Government of Kisumu.

18. Currency

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

19. Significant judgments and sources of estimation uncertainty

The preparation of the Entity's financial sratements in conformity with IpSAS requires
m^anagement to make judgmen*: 

:rliT.u!", and assumptions that affect the reported ";;;;;;of revenues, expenses, assers and liabilities, and the discrosure of contingent ri"u;fiti"r, 
"iiir"end. of the reporting period. However, uncertainty about these assumptions and estimates

could result in outcomes that require a materiar adjustment to the carrying un,our, ortn" ur."ior liability affected in future periods.

Estimates and assumptions - The key assumptions concerning the future and other keysources of estimation uncertainty at the reporting date. that have aiignificant risk or.ur.rng'umaterial adjustment to the carrying amounts of-assers and liabilities-wittrln tire next irnanc-latyear' are described berow. The Entity based its assumptions and estimates o" purur.[.,
available when the consoridated fininciar statemenrs were prepared. Ho*"u.., 

"*irtingcircumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the contror ofihe Entity. Such .t"ung", u."'..n".t"J
in the assumptions when they occur. IpSAS I.140.

Useful lives and residual values

The useful lives and residuar values ofassets are assessed using the fo owing indicators toinform potential future use and value from disposal:

) The condition ofthe asset based on the assessment ofexperts emproyed by the Entity

D The nature of the asset, its susceptibiriry and adaptability to changes in technorogy andprocesses

F The nature oflhe processes in which the asset is deployed

) Availability offunding to replace the asser

! Changes in the market in relation ro the asset

2l l l'l g e
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SUMMARY OF SIGNIFICANT ACCOT]NTING POLICIES (CONTINUED)

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure offhese estimates ofprovisions is included in Note 18.

Provisions are measured at the management's best estimate of the expenditure required^ to

seltle the obligation at the reporting dal, and are discounted to present value where the effect

The Fund,s activities expose it to a Variety of financial risks including credit and liquidity

risks and effects of chinges in foreign currency. The Fund's overall risk management

pr"gr".i" r"*.es on unp-redictability-of changes in the business environment and seeks to

liini.lr" the potential uar.rr" .ff".t of such rlsks 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

TheFundhasexposuretocreditrisk'whichistheriskthatacounterpartywillbeunablelo
nav amounts in full when due. Credit risk arises from cash and cash equivalents' and deposits

fit"';;il: 
"".-*.ri-"r 

,r"Je and other receivables and available-for-sale financial

investments.

Management assesses the credit quality of each .customer'.laking 
into account its financial

nosition.nastexoerienceandotherfactors.lndividualrisklimitsaresetbasedoninternalor
fi;;; #;r-;'; i" u..ora"n." with limits ser by the directors. The amounts presented in

,h",.u..,*.offinancialpositionarenetofallowancesfordoubtfulreceivables,estimated
by the company's management based on prior experience and their assessment of the current

economic environment

Thecarryingamountoffinancialassetsrecordedinthefinancialstatementsrepresentingthe
entity's ma,\imum exposure to credit risk without taking account ofthe value ofany collateral

obtained is made uP as lollows:

is material.

20. Financial risk management

At 30 June 2020
8,129.6359,245,098t7.374.735Receivables from exchan e transactlons

Receivables from non-exchange

transactions
4,274,5424.274,542Bank balances

8,129,63513,519,64021,619,217Total

22 ll'rtg c

-l-otll | !'u ll)'
:rnrount Ipcrfornting

Kshs I KShs

Past duc I Impairetl
r<shs I KShs



KISUMU COUNTY CAR & MORTGAGE SCHEME FUND
Reports and Financial Statements
For the year ended Jqqq 30, 2020

SUMMARY OF SIGNIFICANT ACCOI-INTINC POLICIES (CONTINUED)

The customers under lhe f'ully 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 company has recognised in the financial stalements is

considered adequate to cover any potentially irrecoverable amounts.

The entity has significanr concentration ofcredit risk on amounts due from customers.

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
entity's shon. medium and long+erm funding and liquidity management requirements. The
entity manages liquidity risk through continuous monitoring of forecasts and actual cash
tlows.

c) Market risk

The board has put in place an inlernal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis. evaluate and test the design and effecliveness of its intemal
accounting and operational controls.

Market risk is the risk arising from changes in market prices. such as interesl rate. equity
prices and foreign exchange rates which will affect the entity's income or the value of its
holding of financial instruments. The objective of markel risk management is to manage and
control market risk exposures within acceptable paramelers, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management
Comm inee.

The Fund's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and lor the day to day implementation of those policies.

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

The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. Invoices
denominated in tbreign currencies are paid after 30 days from the date of the invoice and
conversion at the time of payment is done using the prevailing exchange rate.

The Fund manages foreign exchange risk fbrm future commercial transactions and recognised
assets and liabilities by projecting for expected sales proceeds and matching the same with
expected paymenls.

23 ll'l g e
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ii. Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a
result of changes in interest rate levels. The company's interest rate risk arises from bank
deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure
arises mainly from interest rate movements on the Fund's deposits.

Management of interest rote risk

To manage the interest rate risk. management has endeavoured to bank with institutions that
offer favourable interest rates.

Sensilivity 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. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates. remain constant.

d) Capital risk management

The objective ofthe Fund's capital risk management is to safeguard the Fund's ability to
continue as a going concem. The entity capital structure comprises of the following l-unds:

Revaluation reserve

Revolving fund 32.295.000 32.29s.000

Accumulated surplus ( 10. r 7e.873) (t0.972,26t)

Total fu nds 22,115,t21 21,322,7 49

Total bonowings

Less: cash and bank balances (4.274,542\ (4.882. r93)

Net debt/(excess cash and cash equivalents) (4,274,542) (4.882. re3)

Gcaring zYo

24 ll'agc
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9.7. NOTES TO THE FINANCIAL STATEMENTS

l. Public contributions and donations

These refer to donations received from domestic and foreign donors. The funds include

donations received directly by the County Government and those that are received by the

National Government first and disbursed to the Count-Y.

2, Transfers fronr Countv Government

{. lnlerest income

Donation fiom development partners

Contributions tiorn the public

Total

Translers from County Covt. - operations

Payments by County on behalfofthe entity

Totll

Late payment penalties

Fines

Total

207,t62 25 8, 103lnterest income from loans
(mongage loans)

69.237lnterest income lrom loans (car
Ioans)

258.103276,399
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t'Y20 t9/2020

k Shs

FY20l8/2019

KSlrs

3. Fines, penalties and oth€r levies

l)cscrinlion FY2or9/2020 I

KShs I

t'Y2018/2019
-.---------..-=-

KShs

l)cscript ion F\'201 9/2020

KShs

l'Y2018/2019

KShs

Ft'2018/2019

---------- -KShs

FY2rll9/2020

. KShs
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5. Other income

6. Fund administration expenses

7. Staff costs

Insurance recoveries

Income lrom sale oftender documents

M iscellaneous income

L,oan processing costs

Professional serv ices costs
-l'otal

Salaries and wagcs

Staff gratuity

StalI training expenses

Social security contribution

Other staflcosls

Total

26 ll'rr ge

F\'201 9/2020

IiSh,r

I.Y2()lrt/20t9
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8. General expenses

Consurnables

Electricity and water expenses

Insurance costs

Postage

Ilcnta I costs

'l clecomrnun icat ion

Hospitality
Dcpreciation and arnonization costs

Other expenses

27 ll'ugc
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

9. Finance costs

10. Gain on disposal ofassets

I l. Cash and cash equivalents

Bankcharges I 1.480 16.337

Interest on loans lrom banks

T()tal r l.{80 16.3J7

Property,plantandequipment

lntangible assets

Total

Fixed deposits account

On - call deposits

Current account

Others-Savings account 4.274.542 4.882.l 93

4,27 4,512 {,882,193

28 ll';r3c
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUE,D)

Detailed analysis olthe cash and cash equivalents are as follows:

12, Reccivables from exchange transactions

a) Fired dcposits acco u nt
Kenya Commercial bank

[)iamond ] rus1 []ankctc

Iranrilv llank

Sub- total

b) ()n - call deposits

Kenya Commercial bank

[)ianrond ]-rust []ank ctc (54,808)

I'anrill []ank 4,274,542 4,93 7,001

Sub- total 1,271,512 {,882,193

c) Current account

Kenya Commercial bank

[]ank B

Sub- total

d) ( ) th c rs( s pecifv )
Cash in transit

Cash in hand

Sub- total
(irand total 1,271,512 {,882,193

('u rren a Rcccivahles
lnterest reccivablc {65,850 483,782

Current loan repayments due -1,619,800 3,217,907

Total ('urrent rcceiva bles {,085,650 3,701,689

'l'otal Non-current receivablcs
[-ong term loan repal'ments due 13,75{,936 12,738,866

l-otal Non-current receivablcs 13,75,1,936 r 2,7-38,866

17,840,585 16,440,555

29 ll'.rg.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13. Prepayments

14. Invcntories

Prepaid rent

Prepaid insurance

Prepaid elcctricity costs

'I-otal

('al c rine

301

t,'\'20r9/2020 I t-\'20il1/2019

l'Y2018/20l9FY20l9/2020
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15, Property, plant and equipment

Additions
Disposals
Transfers/adi ustments

Additions
Disposals
-f ransfer/adiustments

Depreciation and
impairment

Depreciation
Impairment

Depreciation
Disposals
lmpairment
Transl'er/adiustment

Net book values

3l I l'rr l c

Nlotor 
I

r chiclt's I

I;rr rnitu rc and
fittinss

(bnrputcrs 
I

and 
I

olficc I

",1qiprylt I

KShs I

'fot
al

Cost KShs ry KShs KS
hr

I I
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

I 6. Intan gible assets-software

17. Trade and other payables from exchange transactions

18. Provisions

Refundable deposits

Accrued expenses

Balancc at the bcginning of the vear

Additional Prov isions

Prov ision utilised

Change due to discount and time value for money

Transfers from non -current provisions

Total provisions

32 ll'rr ru
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

19. Borrowings

Balance at beginning of the period

Extemal borrowings during the year

Domestic borrowings during the year

Repayments of external borrowings during the period

Repayments ofdomestics borrowings during the
period

Balancc at ond of the period

Short term borrowings(current portion)

Long term borrowings

Total

33 ll'rge

The table belorv shows the classification of borrowings long-term and current borrowings:

Descrip(ion F \'2019/2020

KSh s

I;\',201 ,i/2019

KSh q

F\',2018/1019

KShs
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

20. Employee benefit obligations

21. Cash generated from operations

22. 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) Management Committee
b) Key management personnel.

KShs KShs KShs KShs
Current benefi t obl igation
Non-current benefi t obligation
Totalemployee benefi ts obligation

Surplus for the vear hcforc tax 276.399 258.103

Adj ustedfor:

Depreciation

Gains/ lossesond isposalofassels

lnterest income

Financecost r I ,480 t6.337

Working Capital adj ustm ents

Decreasein inventory

( Increase )/Decreasei nreceivables

lncreaseinpayables

Net cash flow from operating activities 261.919 211 ,7 66

34 ll',r gc
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

b) Related party transactions

c) Ke1'managenlent rcnl u nerir tion

e) Due to related parties

23. Contin nt assets and contin nt liabilities

Translers from related parties'

Transfers lo related parties

Management Committee

Key Management Compensation

Total

Due from parent Ministry

Due liom Countv Government

Total

Due to parent Ministry

Due to County Covernment

Due to Key management personnel

Total

Court case Kxx against the Fund

Bank guarantees

Total
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F\',2019i2020 I FY20t 8/2019

Kshs I

d) Due from related parties

FY2ole/2020 
I' KShs I

I.'I',2018i2019

KShs

F\',2019/2020 I

Kshs I

F\',2018/20r !)

KShs

FY20le/2020 | F\'20t8/2019

KShs
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