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Kisii Counqt Loans and Mortgage Fund
Annud Report ond Financial Stutenrcnls Jbr tlte year ended June 30, 2024

I. ACRON}'MS AND GLOSSARY OF'TERMS

a)

BOM

CECM

FY

ICPAK

IPSAS

KCC

PFM

PSASB

SRC

KDIC

Kshs

Acronyms

Board of Management

County Executive Cormnittee Mernber

Financial Year

L.rstitute of Certified Public Accountants of Kenya

International Public Sector Accounting Standar:ds

Kisii County Govemment

Public Finance Management

Public Sectol Accounting Standards Board

Salalies and Rernuneration Cornrnission

Kenya Deposit Insurance Colporation

Kenya Shillings

b) Glossary of Terms
Fiduciary Management The key nlanagement personnel who had financial responsibility
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2. KEY ENTITY INFORMATION AND MANAGEMENT

a) Backgroundinformation

Kisii County Loans and Mortgage Fund is established by and derives its authority and

accountability from Section I 16 (2) ol the PFM Act, 2012 on 7'hJanuary, 20 I 6 The Fund is

wholly owned by the county Executive of Kisii and is domiciled in Kenya.

The fund's objective is to advance loans and llortgages to the county executive cotntnittee

members and ernployees of the County Govemment of Kisii'

b) PrincipalActivities

The fund,s objective is to advance Loans and mortgage to the county executive comtnittee

members and employees of the County Government of Kisii'

c) Fund Administration Committee

d) Key Management team

I'ositionNameRcl'
ChairpersonMs. Gracc Nyarango

I

Fund AdministratorMr Vincent Okioma (wef 27 May 2024\)
MerrberMs. Fanise Ombongi3
MerrberMr. Henry Monyancha4
Fund AccountalttMr. Johnes Nyakebati

-5

Fund AdministratorDr. Erick Kiage Mobegi (retired 26 May 2024)(r

Pos itionNamcItef
CECM- Lands and Physical PlanningMs. Grace Nyarango

I

Ctrief Officer Finance and Accounting ServicesMr. Vincent Okioma
3

Fund AccountantMr. Johnes Nyakebati4
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Kisii Counq, Loans and Mortgage Fund
Annuul Report anl Finnncitl Statuncnts for the year ended June 30, 2024

Key Entity and Management (Continued)

e) Fiduciary Oversight Arrangements

Sn- Position

I Dilectorate Internal Audit

) Fund Comrnittee Chairntan

Fund Accountant

4 Fund Adnr inistrator

l) Registered Officcs

P.O. Box 4550-40200
Municipal Building
Kisii-Keroka RD
Kisii, KENYA

g) Fund Contacts

Telephone:(254) 582030005

E-mail: info@kisii.go.ke
Website: www.kisii.qo.ke

h) Fund Ban kers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Squale 00200
Nairobi, Kenya

Kenya Comntercial Bank
SBM Bank

Kisii branch

Telephone: 0202774150
Kisii

Narne

CPA Nicodemous Karori

Ms. Glace Nyarango

CPA Johnes Nyakebabi

Mr. Vincent Okionra
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Key Entity and Management (Continued)

i) IndependentAuditors

Auditor General
Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084
GOP 00100
Nairobi, Kenya

j) Principal Lelal Adviser

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

k) County AttorneY

Office of the County Attorney
Kisii Municipal Building
P.O Box 4550

GOP 40200
Kisii, Kenya



Kisii County Loans and Morlgage l-und
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3. THE KISII COUNTY I,OANS AND MORTGAGE FUND CON{MITTEE

Nalne Details ol qualilications and cxperience
Ms. Grace Nyarangi Grace is the county exccutive committee member of Lands,

Physical Planning, Housing, and Urban Development. She

holds a Master's degree in Business Administration (MBA)

from Middlesex University, United Kingdom (UK), and a

Bachclor's Degree in Econornics and Management, from

Spicer Memorial Pune. She has extensive experience in public

sector manag,enrent, having seryed as Deputy Director of
Pensions at the National 'I-reasury. Shc was a component

manager under the Public Financial Management Sector

Ilefonn (PFMR) Programnre under the pensions Departrnerlt.

Shc rvorked at the regional levcl as a consultant at the East

Alrican Conrmunity under the World Bank Financial Sector

Developrnent regionalization project. As a Pension Specialist,

she was in charge of the East African Clommunity (EAC)
Partner states in matters of regional policy to facilitate the EAC
Integratiorr process. Additionally, has vast knowledge in public
policy development/formulation and irnplementation. She is
tlrc chair Loarrs arrd M(rl'rgage comnritlec

Mr. Vincent Okioma
Mr'. Vincent - Chief Officer of Finance and Accounting
services prior to that he serued as the chief offcier
In frasttucture,Roads & Public works in Kisii County
Govrnrnent. He also worked at the Parlliarnentary Sewice
courmision as a consistuency manager lor Dagoretti North
Constituency. He Holds a Baclrelors of Arts in Intemational
Relatons fi'o rn the Kenya Methodist University.
Has a vast of skills in administration,community
mobilization,Budget and financial management as well as

Pro cct Inalia ement. Hes is the Secre to the comrnitte
CPA Johncs Nyakebati

TI

Johnes is the A.G. Chief Finance Officer, Kisii County.
Before his appointment, he served as a Deputy Chief
Finance officer. He holds a Master In Business
Admirristration -Finance frorn Kenyatta University and, a
Bachelor of Arts in Education from the University of
Nairobi.

He has vast experience in Budget formulation and
execution, reporting, Financial Management, and policy
fomulation.

He is a member of the lnstitute of Certified Public
Accountants of Kenya and the F'und accountant.
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Annual Report and
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Ms. Fanise Ombongi Fanise is the deputy director of Human resource

management Kisii County government, previously she has

served as a principal Human resource management officer
and an administrative assistant.

She holds a master of br.rsiness administration in Human

relations and a bachelor of Arts in Business Administration.

She is a member of the lnstitute of Human Resource

Managetnent.

Dr. Erick Mobegi

t

Dr. Mobegi K. Erick - ChielOfficer of Finance, Accourlting,

and Revenue Managemetrt. Prior to his appointment, Dr.

Mobegi was a Lecturer of Analytical Chemistry and Forensic

Science at the Department of Chemistry and Biological
Sciences at Kisii University. He has a long-standing career in

academics and research spanning over l0 yeat's. He has also

served as a Lecturer at the Kenya Water Institute (KEWI)
teaching aspects of Water Quality and Water Chernistry.

Additionalty, Dr. Mobegi has taught at Daystar University in

the School of Sciencc and Engineering' He holds a PhD in

Chemistry (Applied Analytical Chemistry), and an MSc.

Applied analyical chemistry from Kenyatta University and

BSc. Industrial Chemistry from the University of East Africa,

Baratorr. Served as secretaty to the cornlnittee until 26't' May

2024.
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Kisii County Loans and Mortgage l;und
Annual Report and Fitnnciul Statemenls for the ),edr endcl lune 30, 2024

.I. MANAG[,N{ENT TEAM

Name Details of qualifications and experience

Ms. Crace Nyarango Grace is the county executive committee urenrber
ofLands, Physical Planning, Housing, and Urban
Development. She holds a Master's deglee in
Business Administration (MBA) from Middlesex
University, United Kingdom (UK), and a

Bachelor's Degree in Economics and
Management, from Spicer Memorial Pune. She

has extensive experience in public sector
rnanagelnent, having served as Deputy Director
ol Pensions at the National Treasury. Slie was a

component manager under the ['ublic Financial
Managernent Sector Relorm (PFMR) Programtne
under the pensions Department. She worked at

the regional level as a consultant at the East

Alrican Cornmunity under tlre World Bank
Financial Sector l)evelopment regionalization
projcct. As a Pcnsion Specialist, she was in
charge r.rf the East Alrican Cornmunity (EAC)
Partnor states in rnattcrs o[ regional policy to
facilitate the EAC Integration process.

Additionatly, has vast knowledge in public policy
development/fonnulation and implementation.
Slre is the chair Loans and Mortgage cornmittee

Mr. Vincent Okionta
Mr. Vincent - Chief Officer of Finance and
Accountirrg services prior to that he served as the
chiel offcier Lrfrasttucture,Roads & Public works
in Kisii County Govrnment. He also worked at

the Parllianrentary Service commision as a

consisflrency manager for Dagoretti Notth
Constituerrcy. He Holds a Bachelors of Afts in
International Relatons fi'om the Kenya Methodist
University.
Has a vast of skills in administration,community
rnobilization,Budget and financial nlanagernent
as well as Project lnanagement. He is the
secretary and Fund adminstrator for the Loans
and Mortgage
Committee
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Johnes is the A.G. Chief Finance Officer, Kisii
County. Before his appointment, he served as

a Deputy Chief Finance officer. He holds a

Master In Business Administration -Finance
flom Kenyatta University and, a Bachelol of
Arts in Educatiort fi'orn the University ol
Nairobi.

He has vast experience in Budget formulation

and execution, reporting, Financial

Management, and policy formulation.

He is a metnber of the Institute of Certified

Public Accountants of Kerrya arrd the Fund

accountant

CPA. Johnes NYakebati

7
\

Dr. Mobegi K. Erick - Chiel Officer of Finance,

Accounting, and Revenue Management. Prior to

his appointment, Dr. Mobegi was a Lecturer ol
Analyticat Chemistry and Forensic Science at the

Department of Chemistry and Biological

Scicnces at Kisii University. Hc has a long-

standing career in acadetnics and research

spanning over l0 years. He has also served as a

Lecturer at the Kenya Water Institute (KEWI)
teaching aspects of Water Quality and Water

Chemistry. Additionally, Dr. Mobegi has taught

at Daystar Univelsity in the School of Science

and Engineering. He holds a PhD in Chemistry
(Applied Anatytical Chemistry), and an MSc.

Applied anatytical chemistry from Kenyatta

University and BSc. lndustrial Chemistry from

the University of East Africa, Baraton. Served as

secretary to the committee until 26tt' May 2024.
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5. FUND CI{AIRPERSON'S REI'ORT

Kisii County Govemment established the Kisii County loans and Mortgage fund in the financial
year 201512016. The fund was established pursuant to Salaries and Remuneration (SRC)
Guidelines to enable staffacquire residential housed and nrotor vehicles at favourable interest
rates.
'I'he Goveruauce and manageurent of the fund is set out in Kisii County Loans and Morlgage
Fund regulation.20l5 (Revised2023'1as per guidelines issued by the SRC. This legislative
lramework has provided the necessary foundation to enhance the Fund's operations and deliver
on its objectives.

Finally, the fund'extends its appreciation to the Kisii County Governlnent, and all our stakeholders
lor theil invaluablc guidance and supporl. Their collcctive efforts have been instrumental in
actualizing the objectives of the Fund. ensuring its sustainability, and positively impacting the lives
of our beneficiaries. We remain comrnitted to fulfitling the goals of the Fund, and we look forward
to continued collaboration with atl stakeholders as we strive to deliver even greater outcomes in
tlre years ahead.

Ms. Gracc Nyarango Signature

Chairpcrson of Fund Administration Committee

x
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6. REPORT OFTHE FUND ADMINISTRATOR

The primary objective of the Kisii County Loan and Mortgage Fund is to provide loan facilities

ior. ti.," pur.t use and development of residential houses, as well as for the purchase of motor

vehicles for personal use. During the year, the Fund received a budgetary allocation of Ksh

40,000,000, which enabled us to facilitatl seventeen ( l7) loan applications successfully, processed

ty'ou. Fund Manager. This achievement reflects our coumitment to providirlg meaningful

financial support to the members of the Fund.

To enhance the efficiency of fund management, the Fund has partnered with sBM Bank Kenya,

which has been entrusted with the administration and oversight of the Fund's financial activities.

This collaboration ensures that we maintain the highest standalds of financial management and

service delivery.

I am pleased to report that all beneficiaries have been ditigent in servicing their loans as per the

scheduled agreemints. This reflects not only the financial discipline ofour ntembers but also the

robust mechanisms we have put in place to monitor and support loan repaytnetlt.

In administering the Fund, we have implemented comprehensive financial management controls

designed to uph-old principles of compliance, transparency, and accountability These controls are

intefral to ensuring that ihe Fund operates with integrity and continues. to rreet its objectives

effeltively, while sifeguarding the interests ofboth the beneficiaries and the County.

We remain committed to enhancing our service detivery and ensuring the long-term sustainability

ofthe Fund.

Mr. Vincent Okioma Signature

Fund Administrator

Date...lf a?.*-
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Kisii County Loans and Mortgtge F-und
Annual Report and Financiol Statcments for the year ended June 30, 2024

Introduction

Section 164 (2) (I) of the Public Finance Management Act, 2012 requires that, at the end ol each
tlnancial year, the Accourrtirrg officer wl'ren preparing financial statemellts of each County
Government Entity Govemrnent entities in accordance with the standards and formats prescribed
by the Public Sector Accounting Standards Board includes a statement of the county government
entity's perfonnance against predetennined objectives.

The key objective ofthe fund is to:

a. Provide loan facility for purchase and developrnent olresidential houses

b. Provide loan facility ibr purchase of Motor vehicles for personal use.

Progress on attainmcnt of Strategic development objectives
For purposes of intplementing and cascading the above fund objectives to specific sectors, all the

objectives were made specific, measurable, achievable, realistic and time bound (SMART) and
conveftcd into fund outconres. Attended iudicators were identified for reasons oftracking progress
and for perforrrance lreasurement.
Below we plovide the progress on attainiug the stated objectives:

Progra m Obj ective O u tco nre Indicator Perlbrmance

Provision of
Mortgage
facilities to all
mernbers of staff

To provide loan
facility for
purchase and
developnrent of
residential
houses, and
purchase of
motor vehicles
for personal use

Number
moftgages
successfully
applied

No of stalf
advanced loan to
facilitate
purchase ol
develop
residential
houses

During ,FY
202312024,17
Members of staff
accessed the
facility to purchase
or develop
residential houses.

xll
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Financial Statemenls for the Year ended June 30, 2024

8. CORPORATE GOVERNANCE STATEMENT

a. lntroduction

Kisii County Loans and Mortgages Fund is established by and derives its authority and

accountabiliiy from Section t l6 (2jof the PFM Act, 2012 on TthJanuary, 2016'

The purpose and objective of the iund is provided for in section 4 of the Kisii county loans and

mortgage fund regulations, 2023.

fhe object and the purpose of the Fund shall be to provide fllnds for granting car loans and

mortgages to the County Executive Cornmittee members and the elnployees of Kisii County

Gove-m-ment as may be prescribed from time to time by the Salaries and Retnuneration

Commission.
The fund is committed to complying with the set out corporate governance regulations.

b. Appointment of fund committee members

The Committee shall cornprise of a Chairperson nominated by the County Governor, the County

Chief Officer responsible for matters of staff welfare; the County Chief Olficer responsible for

matters of financi who shall be the Secretary of the Committee, the County Director responsible

for matters of finance; the head of human lesources in the County or his nominee appointed in

writing; and the Secretary of the County Public Service Board or his or her nominee in writing.

The Committee may co-opt any person to attend any of its meetings for purposes of assisting or

advising the Committee but any such person so co-opted has no right to vote on any decision.

c. Roles and function of thc fund committee

Section of 8 of the KCG toans and mortgage regulations ,2023 states that the roles of the committee

which include but not limited to:

i. To make recommendations with respect to the conditions under which a loan or a mortgage

shalt be granted or repaid under these regulations

ii. To fomrulate sound policies for regulating the managenrent of the Fund;

iii. To raise and solicit for funds and other assistance to promote the functions of

the Committee;

iv. To receive any gifts, donations, grants or endowments made to the Fund and to make

legitimate disbursements therefrom;

v. To estabtish tinks with financial institutions for the firrtherance of the purposes for which

the Fund is established;

vi. To grant loans and mortgages, as the comrnittee may deern ht to eligible applicants upon

recommendation of the Appraisal Committee;

vii. To consider appeals from any applicant against any decision of the Loans Appraisal Fund

Cornmittee; and

viii. To pelform and exercise all other functions and powers confe[ed to the Committee by

xllr
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tx

these Regulations or any other law.
The Cornrnittee shall be responsible fbr submitting names ot'all applicants to the Fund

Manager tbr appraisal where the loaus applaisal corrmittee is not established.

d. Attendancc antl fund conlnittee rnectings

The conrrnittee meets regularly as required in order to deliberate ou staff request and monitor
performance of the fund and achieve of planned objectives. The committee plays an oversight lole
over the funds activities.

e . Conflict ol' interest

Members of the fund committee are required to cleclare any conflict of interest at the start of every
meeting.

f. Audit
The fund is audited by the Intemal Audit Unit within the county and the office of the Auditor
Ceneral

xlv
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9. MANAGEMENT DISCUSSION AND ANALYSIS

a. operational and financial performance of the fund during the period

This section provides an over view of the fund's financiat position as at the close offinancial year

2023t2024

90,000,000

80.000,000

70,000,000

50,000,000

50,000,000

40,000,000

30.000,000

20,000,000

10.000.000

45,0

2019t2020

- 
Mortgage Revolving fund 45,000,000

000

7l2$i202t 2011t2021 202212n23

.t5.000,000 45,000,000 45,000.000

Financial years & Amounts

s5 (D0

202.V20 21

1t5.000,00()

The Kisii county loans and rrortgage fund was operationalized in FY 2018/ 19' The moftgage fund

t u. gro*, from its initial investmint of Ksh 45,000,000 to the current accumulated fund of Ksh

SS,O"0O,OOO. The source of funding is from the courlty executive through appropriations by the

county assenlbly.

b. Funds key Projects and investments

The fund earns interest frorn fixed deposit account with the bank where surplus funds are

deposited.

c, Number of Loans issued and status at the end of the period

d, Funds compliance with statutory requirements

The fund made efforts to comply with the necessary statutory requirements in administration and

management of the fund.

No. of loans issued Amount issued Loan Outstanding Loan Repaid

t'7 67.500,000 59,987,940 7,512,060

XV
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IO. ENVIIIONMENTAL AND SUSTAINABILITY REPORTING

l. Sustainabitity Strategy and profile

The Kisii County Loan and Mortgage Fund, under the stewardship of top management, continues

to prioritize sustainability as a col'e aspect of its operations by crnphasizes the need to integrate

sustainable efforts into the Fund's financial and operational strategies. Curreut political and

ntacroeconomic trends, including the global shift towald sustainable financing and clin-rate-

responsive policies, have influenced our sustainability priorities. The Fund is committed to

atigning with international best practices in sustainability reporting, focusing on transparency,

inclusivity, and accountability.

2. Environmental Pcrlbrmance

The Kisii County Government follows a comprehensive environmental policy aimed at

minimizing environrnental impacts which, guides the organization's efforts in managing

environmental concenls by: lmplementation of energy-saving measures in office buildings to
reduce carbon ernissions and Waste reduction efforts, with a focus on recycling offlce waste.

3. Entployee Welfare

Kisii county Govenrment adheres to equitable hiring practices that prornote gender diversity and

inclusion. Stakeholder engagement is a key part ofour human resource policy, and we periodically
review oul policics to ensure alignment with best practices.

Our safety policy strictly adheres to the Occupational Salety and Health Act of 2007 (OSHA),

ensuring that our work environment is compliant with national safety standards.

4. Market place Practices

The Fund is comrlitted to flair competition and adheres to anti-comrption regulations. We engage

in responsible political involvement and pl'omote ethical business practices. We maintain
transparency in our financial dealings and respect our cornpetitors within the financial services

sector.

b) Product stervardship

We are dedicated to safeguarding the rights and interests of nur clients by ensuring that our loan

and rnortgage products ale stnrctured transparently, with fult disclosure of terms and conditions.

xvl
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1I. REPORT OFTHE TRUSTEES

The Trustees submit their report together with the audited financial statements for the year ended

June 30, 2024 which show the state ofthe Fund affairs.

Principal activities

The principal activities of the Fund are to

a) provide loan facility for purchase and development of residential houses

b) Provide loan facility for purchase of Motor vehicles for personal use

Results

The results ofthe Fund for the year ended June 30,2024 are set out on page I to 6

Trustees

The members of the Fund Administration committee who served during the yeal are shown on

page vi. The changes in the Board during the financial year are as shown below:

S/NO I ncorning I'osition Outgoing

I Vincent Okioma Fund Administrator/SecretarY Dr. Erick Mobegi

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with r\rticle

229 of the Constitution of Keny'a and the Public Audit Act 2015.

By Order of the Board

:':1
Chair of the Fund Administration Committee

It{
I)ate ..) Niv f-r'r eJ, a''>"1

xvl r
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I2. STATEMENT OF MANAGE,MENT'S ITESPONSIBILITIES

Section 167 of the Public Finance Managenrent Act,2012 requires that, at the end ofeach financial
year, the Administrator of Kisii County Loarrs and Mortgage Fund established by section 3(1) of
the Public Finance - Kisii County Loans and Mortgage Fund Regulations,2023shall prepare

tlnancial statements for the Fund 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 t'air view of the state of affairs of the Fund for
and as at the end of the financial year ended on June 30,2024. This responsibility includes: (i)
nraintaining adequate financial management anangements and ensuring that these continue to be

effective throughout the reporting peLiod; (ii) rnaintainiug proper accounting records, which disclose
with reasonable accuracy at any time the financial position of the Fund; (iii) designing, implementing
and rnaintaining intenral controls relevant to the preparation and fair presentation of the flnancial
staternents, and ensuring that they are liee h'om matelial rnisstatements, whether due to error or
fraud; (iv) safegualding the assets of the Fund; (v) selecting and applying appropriate accounting
policies; and (vi) nraking accouuting estiuratcs that are reasonable in the circuurstances.

The Administrator ol the County Public Fund accepts responsibility for the Fund's financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in confornrity with International Public Sector
Accounting Standalds (IPSAS), and in the mauner required by the PFM Act, 2012 and ff.isii county
loans and nrorlgage fund legulation s,2023. The Administrator of the Fund is of the opinion that the

Fuud's financial statements give a true and fair view of the state of Fund's transactions during the

firrarrcial year ended iune 30, 2024, and of the Fund's financial position as at that date. The
Administrator further confirm the completeness of the accounting records maintained for the Fund,
which have been relied upon in the preparation of the Fund's financial statements as well as the

adequacy of the systerrs of intemal financial control.

In preparing thc financial statcments, the Administlator olthe County Public Fund has assessed the

Fund's ability to continue as a going concern and disclosed, as applicable, nratters relating to the use

of going concenl basis of preparation of the financial statements. OR

Nothing has come to the attention of the Administrator to indicate that the Fund will not rernain a

going concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Fund'.s financial statelnents were approved by
sisned on its behalfbv. /:srgned on rrs behart or, 

@|o,*............L-.:-:-:r.

Administrator of the Fund

the Board on
(rt+w[,,1 2024 and

xv l
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REPORT OF THE AUDITOR.GENERAL ON KISII COUNTY LOANS AND
MORTGAGES FUND FOR THE YEAR ENDED 30 JUNE,2024

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Ac|q2012 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 Kisii County Loans and
Mortgages Fund set out on pages 1 to 20, which comprise of the statement of financial

Report of the Auditor-General on Kisii County Loans and Mortgages Fundfor the year ended 30 June, 2024
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position as at 30 June,2024, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the 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 Kisii County Loans and Mortgages Fund as at
30 June, 2024, 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 (Kisii County Loans and Mortgage Fund) Regulations,
2015 and the Public Finance ManagementAct,2Ol2.

Basis for Qualified Opinion

Long Outstanding Receivable from Non-Exchange Transaction

The statement of financial position reflects long term receivables from non-exchange
transactions balance of Kshs.6,750,000 owed by Kenya Deposit lnsurance Corporation
(KDCIC) that had not been transferred to the Fund. Review of records revealed that the
Fund Management opened a bank account with Chase Bank in the financial year
201412015 for the operation of car and mortgage loans to the County Executive
Committee Members (CECM) and staff members of the County. However, on 7 April,
2016, the bank was placed under receivership with Kenya Deposit lnsurance Corporation
(KIDC) as Receiver Managers, and the total funds held by the bank amounting to
Kshs.30,000,000 placed under moratorium.

Further, information provided indicated that Management signed a Memorandum of
Understanding with the bank as an Administrator of the Kisii County Loans and Mortgages
Scheme on 9 April, 2018 after the bank had been placed in receivership. The bank
transferred an amount of Kshs.7,250,000, being part of the funds under moratorium to
KDIC, on 15 August, 2018. ln the202212023 financial year, Kshs.500,000 of the latter
amount was released to the Fund, leaving a balance of Kshs.6,750,000 as at
30 June, 2024. However, no clear timelines on when the Kshs.6,750,000 would be
accessible for lending to the Funds' beneficiaries were provided for audit.

ln the circumstances, the accuracy and recoverability of the long{erm receivables from
non-exchange transactions balance of Kshs.6,750,000 could not be confirmed.

Reporl of the Auditor-General on Kisii County Loans ond Mortgages Fundfor the year ended 30 June, 2024
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kisii County Loans and Mortgages 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 judgement, are of most
significance in the audit of the financial statements. Except for the matter described in the
Basis for Qualified Opinion section, I have determined that there are no other key audit
matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

One (1) of the three (3)prior year audit issues remained unresolved as at 30 June,2024.
Management has not provided satisfactory reasons for the delay in resolving this prior
year audit issue. Further, as indicated in the Progress on Follow Up of Auditor's
Recommendations section of the financial statements, two (2) of the prior year audit
matters were resolved. However, Management has not provided evidence of how the
issues were resolved.

Other lnformation

The Management is responsible for the other information set out on page iii to xviii which
comprises Key Entity lnformation and Management, Kisii County Loans and Mortgages
Fund Committee, Management Team, Chairperson's Report, Report of the Fund
Administrator, Statement of Performance against Predetermined Objectives, Corporate
Governance Statement, Management Discussion and Analysis, Environment and
Sustainability Reporting, Report of the Trustees and Statement of Management
Responsibilities. The Other lnformation does not include the financial statements and my
audit report thereon.

ln connection with my audit of the Kisii County Loans and Mortgages Fund financial
statements, my responsibility is to read the other information and in doing so, consider
whether the other information is materially inconsistent with the financial statements or
my knowledge obtained in the audit or otherwise appears to be materially misstated. lf,

based on the work I have performed, I conclude that there is a material misstatement of
this other information, I am required to report that fact. I have nothing to report in this
regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavufulness
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and Effectiveness in the Use of Public Resources section of my report, I confirm that
nothing else has come to my attention to cause me to believe that public resources have
not been applied lawfully and in an effective way.

Basis for Conclusion

1. The Regularity of Loan Disbursements

The statement of financial position, and as disclosed in Note 6 to the financial statements,
reflects long term receivables from exchange transaction balance of Kshs.59,987,940
which represents the loan balances owed by seventeen (17) County Executive
Committee members and staff of the County Executive of Kisii. However, copies of the
charges of loans disbursed to seventeen (17) beneficiaries amounting to
Kshs.67,500,000 were not provided for audit, contrary to Clause 4.6 of the agreement on
the obligation of the committee, which requires the committee to facilitate the registration
of the charge and/or chattels mortgage in favor of Kisii County Government (KCG) prior
to disbursement of the funds to the qualifying beneficiaries.

Further, review of the Fund's two bank accounts revealed no direct loan disbursements
to specific loan beneficiaries or the vendors of property purchased. This was contrary to
Clause 10.1 of the Agreement on the disbursements of loans, which states that all
approved loans shall be disbursed directly to the beneficiary in the mortgage or car
purchase and equity release.

ln the circumstances the Fund risks losing funds and not meeting its objective through
loan disbursements which were not utilized in acquiring property. Further, Management
was in breach of Clauses 4.6 and 10.1 of the Agreement.

2. Use of Public Funds as Collateral lnstead of Charging the Assets Acquired

The statement of financial position reflects Long-term receivables from exchange
transactions balance of Kshs.59,987 ,940. However, it was noted that the amount was not
secured by charging the motor vehicles or properties acquired as no log books and title
deeds in the names of the beneficiaries and Kisii County Government or the bank were
provided for audit verification.
It was explained that the loans were secured by cash deposited by the County
Government into the SBM bank account for loans and mortgages, which stood at
Kshs.76,224,885 as at 30 June, 2024 as per the certificate of bank balance.

The statement of financial performance reflects use of goods and services amount of
Kshs.929,678 which, as disclosed in Note 3 to the financial statements, includes
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ln the circumstances. The Fund risks losing funds in case the beneficiaries' default with
no consequences to the beneficiaries. Further, prolonged holding of public funds in the
contracted bank account as collateral may deny the Fund the resultant opportunity of
realizable interest thus limiting the growth of the Fund.

3. Irregularities in Utilization of lnterest Income



administration fees amount of Kshs.928,693 which is equal to interest income from
mortgage loans reflected in Note 1 to the financial statements. This means that all interest
income of Kshs.928,693 was utilized for administration fees. This exceeded Kshs.31,161,
being 3% of the total budget of the Fund, by Kshs.897,532. This was contrary to
Regulation 197(1Xd) of the Public Finance Management (County Governments)
Regulations, 2015, which requires that the administration costs of the Fund shall be a
maximum of three (3%) percent of the approved budgets of the Fund.

Further, the mortgage interest amounts were directly debited in the individual members
loan management accounts and credited to the SBM bank account. However, the
application, verification and recovery of the loans from beneficiaries was done by the
County Government, meaning that the bank was earning for services rendered by the
County Government using unfavorable Memorandum of Understanding (MOU) signed on
8 September,2023.

ln addition, it was noted that the Fund transferred Kshs.2,37O,7O2 from the Mortgage and
Loans account (holding account) to Administration Account (collection account) on
26 June, 2024, being Fund's administration cost. However, no documentary evidence
was provided indicating how the amount was to be utilized.

ln the circumstances, the propriety of the fund administration expenses of Kshs.928,693
could not be confirmed and the expenses incurred in excess of three (3%) percent of the
approved budget amounting to Kshs.897,532are irregular in nature. Further, the intended
use for Kshs.2,370,701 transferred from the main account to the collection account could
not be established.

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 and 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 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 so as to obtain assurance as to whether
processes and systems of internal control, risk management and overall governance was

Report of the Auditor-General on Kisii County Loans and Mortgoges Fundfor the year ended 30 June, 2024
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maintained 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 the Management and those Charged with Governance

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

The 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, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standard requires
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

Report of the Auditor-General on Kisii County Loans and Mortgages Fundfor the year ended 30 June, 2021
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The Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal controls as the Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal controls, risk management and governance.



ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financialstatements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

also I consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5.

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: httos://www oaqkenv a. qo. ke/aud itor-qenerals-
resDonsr bilities-for-audiU This description forms part of my auditor's report

FCPA a a CBS
AUD!TOR.GENE RAL

Nairobi

23 December,2O24
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Kisii County Loutts urul lllorlgflge I'ttnil
Annual Re ort and Financial Statements for the year ended June 30, 2024

14. STATENIENT OF FINANCIAL PER}-ORMANCE FOR THE YEAR ENDED 3O'I}I

JUNE 2021

N otc

lnte'rest Income

Otlrer lncourc

Total Rtvcnue

(The notes n page,\ 6 to 19 .fA'm an integral Part Fin al Statements)

,be.
Name: Vincent Okioma

Administrator of the Fund

Name: Joh es Nyak ati

Descriptiort
2023-2024 2022-2023

Kshs Kshs

I 1,328,401 68.21 I

59.3 05

1,387,706 68,21 I

Expenses

Use of goods and services 3 929,6't1l 68,2t I

Total Expeuses 929,67It 68,2 t I

SurpluV(Dclicit) before tfl x 458,'028

l axation 4 54,006

Su rplus/(Delicit) after tax 4[4,022

Fund Accountant

ICPAK Member Number: I1853

Revenue Frorn Exchange Transactions



Kisii CountY Loans
Annual Report and

and Mortgage Funtl
Financial Statenents for the Year endetl June 30,2024

Description N ote
2023-2024 2022-2023

Kshs Kshs

Assets

Ctl rrent Assets

Cash and Cash E uivalents 18,666,082 44,893,242

Current Portion of Long- Term Receivables
Transactions 6 t7,'t5t,228

Total current a ssets 36,417,310 44.,8e3,242

Long Term Receivables frour Exchange

Transactions 6 12,236,112 l0(r,758

Long term Receivables from Nort exchange

Transactions l 6,750,000

Total Non-Current Assets 48,,986,712 t 06.758

Total Assets 85,404,022 45,000,000

Net Assets 85.,404,022 45.000,000

Ite resented B

Revolvin Fund 8s,000,000 45,000,000

Accumulated Su Ius 404,022

Net Assets 85,404,022 ,t5,000,'000

I5. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2024

Name: Vincent 0kioma

Administrator of the Fund

Na nre: ohnes Nyakebati

The accounting policies and explanatory notes to these financial statements fonn an integral palt

of the financial statements. The entity finaucial statements were approved on ------2O24
and signed by:

-@.',",^-,

Fund Accountant

ICPAK Member Number: 11853

')

From Exchange

Non-Current Assets



Kisii County Loans and Morlgage Fund
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I6. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 3(tTH JUNE

2021

Description
Revolving
Fund

Revaluation

Reserve
Accu m ulated
surplus '['otal

I(shs I(shs

Balance As At I Julv 2022 4-s,000,000 4s,000,00

Surplus/(Deficit)
Period

For the

Funds Received During the
Year

Transf'ers

llalance As At 30 Jurre 2023 45.000,000 45,000,000

Balance As At 1 July 2023 1s,000,000 45,000,000

Surplus/(Deficit) For the
Period 404.022 404.022

Funds Received
Year

Duling thc
40,000,000 40,000,000

Translers

Ilalance As At 30 June 2024 85,000,000 4t)4,022 85,404,022

I

I



Kisii County Loans
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Financial Statemenls for tlte Year ended June 30, 2024

IT.STATEMENToFCASHFLowSFoRTHEYEARENDED30JUNE2024

2022-20232023-2024

KshsKshs
N oteDescription

Cash flows from operating activities

Receipts
68,21 I1,328,401Interest received

59,305Receip ts lrotn other operating acttvlttes
68.21 I1.387,706Total receiPts

Pav ments
68,21 r()aR frq?

Fund administration exPenses

54,991General expenses
68,21I983,684Total paYments

401.0228Net cash flows from operating activities

Cash llows from investing activities
3, r 28,3507,6 l 8,81 8Proceeds from loan principat repayments

(67,s00,000)
Loan disbursements Paid out

3,128,350(59,881,182)
Net cash flows used in investing activities

Cash flows from financing activities
(6,750,000)Blocked Funds at KDIC
40,000,000Proceeds from revolving t'und receipts

33,250,000Net cash flows used in financing activities

3,128,350(26.221,160)
Net increase/(dec rease) in cash & cash

Equivalents
4t,'164,89244,893,242

Cash and cash equivalents at I JulY
14,893,24218,666,0825uivalents at 30 June

I

Cash and cash eq
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I8. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD 2024

Description Original
budget Adj ustments

Final
budget

Actual on
comparable
basis

Perfornranc
e difference

n//o

Utilization
Kshs Kshs Kshs Kshs Kshs
il h c:(a+b) d .=1c_d) f=d/c* 100

Revenue

Interest Income l,028,693 1,028,693 l ,328,401 299.708 1290h

Other Income r0,000 r 0,000 59,3 05 49.30s 593%
'Iotal Income 1.'038.693 1,038,693 1,387,706 349,013
Expenses

Fund Administration
Expenses 928,693 928,693 928,693 r00%
General Expenses l10,000 l 10,000 54,991 55,009 50%
Total Expenditure 1,038,693 l,038.693 983.684 ss.009
Surplus For the Period 104,1)22

Capital Expenditure 90,000.000 (s0,000,000) 40.000,000 40.000,000 100%
Budget notes

a) Interest income: the performanc e was 29oh above the budgeted amount because of increase in interest from fixed deposits which was
not anticipated

b) other income: Performance stood at 593% this was majorly due to increase in application fee and Miscellaneous income
c) General Expenses: the performance stood at 50oZ because committee allowances were not paid during the period under review.
d) CapitalExpenditure: Decrease from Ksh, 90,000,000 to Ksh 40,000,000 was a s a resulr of supplementary budget during the financial
year 202312034
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19. NOTES TO THE FINANCIAL STATEMENTS

Signifi cant Accounting Policies

l. General Information

Kisii County Loans and mortgage fund is established by and derives its authority and

accountabili[y from section 116i2) of the PFM Act,z}l2 on 7'h January,20l6. The entity is

wholly o*n.d by the Kisii County Government and is dorniciled in Kenya. The entity's

principal activity is Provide loan facility fol purchase and developrnent of residential houses

and piovide loan facility lor purchase of Motor vehicles for personal use.

2. Statement of compliance and basis of preparation

The Fund's financial statelnents have been prepared in accordance with and cornply with

lnternational Public Sector Accounting Standards (IPSAS). The financial statements are

presented in Kenya shillings, which is the functional and reporling 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 ofhistorical cost, unless stated otherwise. The cash

flow statement is prepared using the direct rnethod. The financial statelnents at'e prepared on

accmal basis

3. Adoption of new and revised standards

(i) New antl amended standards and interpretalions in issue but not yet effective in the

year ended 30 June 2024
There were no new and amended standards issued in the financial year'

(ii) New and antended standards and interpretations in issue bul not yet effective in lhe

year ended 30 June 2024.

Applicable l"t January 2025

T'he standard sets out the principles for the recognition, measurement, presentation,

and disclosure of leases. The objective is to ensure that lessees and lessors provide

relevant infonnation iu a nranner that faithfully represents those transactions This

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

leases have on the financiat position, financial performance and cashflows of an

Entity.
The new standard requires entities to recognise, measure and present information on

right of use assets and lease liabilities'

IPSAS 43

Applicable I't JanuarY 2025

The Standard requires,
IPSAS 44:
Non- Current
Assets Held
for Sale and
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Discontinued
Operations

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

lower of canying amount and fair value less costs to sell and the depreciation ofsuch

assets to cease and:
Assets that meet the criteria to be classified as held for sale to be presented separately

in the statemeut offinancial position and the results ofdiscontinued operations to be

presented separately in the staternent of financial performance.

IPSAS 45-
Properly Plant
and
Equipment

Applicable l't January 2025
The standard supersedes IPSAS l7 on Property, Plant and Equipment. IPSAS 45 has

additional guidance/ new guidance for heritage assets, iufrastructure assets and

measLrrement. Heritage assets were previously excluded from the scope of IPSAS I 7

in IPSAS 45, heritage assets that satisfy the definition ofPPE shall be recognised as

assets if they meet the criteria in the standard. IPSAS 45 has an additional application
guidance for infrastructure assets, irnplementatiotl guidance and illustrative
exarnples. The standard has clarit'ied existing principles e.g valuation of land over or
under the infrastructure assets, under- maintenance of assets and distinguishing
significant parts of infrastr-r.lcture assets.

IPSAS 46
Measurernent

Applicable l't January 2025
The objective of this standard was to improve lneasttrement guidance across IPSAS
by:

i.Providing furlhel detailed guidance on the implernentation of cornnronly
used measurement bases and the circumstances under which they should
be used.

ii.Clarifying transaction costs guidance to euhance consistency across

IPSAS;
iii.Arnending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurement and measurement
related disclosures.

The standard also introduces a public sector specific measurement bases called the

current operational value.

IPSAS
Revenue

47- Applicable l't ,lanuary 2026
This standard supersedes IPSAS 9- Revenue frorn exchange transactions, IPSAS I I
Construction contracts and IPSAS 23 Revenue from non- exchange transactions.
This standard brings all the guidance of accounting for reveuue under oue standard.

The objective of the standard is to establisl.r the principles that an entity shall apply
to repoft useful information to users of financial statements about the nature, amount,
timing and uncertainty of revenue and cash flow arising from revenue transactions.

IPSAS
Transfer
Expenses

48- Applicable I't ,Ianuary 2026
The objective of the standard is to establish the principles that a transfer provider
shall apply to report useful information to users of financial statements about the

nature, amount, timing and uncertainty of expenses and cash flow arising from
transfer expense transactions. This is a new standard for public sector entities geared

to provide guidance to entities that provide transfers on accounting for such

tlansfers.
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Applicable I't January 2026

T'he objective is to prescribe the accounting and reporting requirements for the public

sector ietirement blnefit plans which provide retirement to public sector employees

and other eligible participants. The standard sets the financial statements that should

be presented by a retirement benefit plan.

IPSAS 49.
Retirement
Benefit Plans

(i) Early adoption ofstandards

The Entity did not early - adopt any new or amended stapdards in the financial year

Summary of Signiticant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactions

Transfers from other government entities

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

value and recognized on obtaining control olthe asset (cash, goods, services and property) if
the transfer is iree frorn conditions and it is probable that the econotnic benefits or service

potential related to the asset will flow to the entity and can be measured reliably.

ii. Revenue from exchange transactions

Interest income

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

estimated future cash receipts througl-r the expected life of the financial asset to that asset's net

carying amount. The meihod applies this yield to the principal outstanding to detetmine

interest income each Period.

b) Budget information
i'ne orlginut budget for FY zoz3-zoz4 was approved by the County Assembly on June 2023.

Subseqient revisions or a<Iditionat appropriations were rnade to the apploved budget in

accordance with specific approvals from the appropriate authorities. The additional

.fpropriution, are added to thi originat budget by the entity upon receiving the respective

approvals in order to conclude the final budget'

The entity's budget is prepared on a different basis to the actual income and expenditule

Jisclosed'in the dnancial siatements. The financial statements are prepared on accrual basis

uring u classification based on the nature ofexpenses in the statement offinancial performance,

*t.Lur the budget is prepared on a cash basis. The amounts in the hnancial statements were

recast from the aicrual baiis to the cash basis and reclassified by presentation to be on the same

uuri, u. the approved budget. A comparison ofbudget and actual amounts, prepared on a

8
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Summary of Significant Accounting Policies (Continued)

comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

a) Investment property

Investnent properties are measured initially at cost, including transaction costs. The carrying

amount includes the replacement cost of components of an existing investment property at the

time that cost i,s incumed if the recogr.rition cliteria are tnet and excludes the costs of day-to-

day rnaintenance ol an investment property. Investtnent properties are derecognized either

when they have been disposed of or when the investurent property is permanently withdrawn

from use and no future economic benefit or service potentiat is expected fi'om its disposal. The

clifferelce between the net disposal proceeds and the carrying atnount of the asset is recognized

in the surplus or dcficit in the period of de-recognition.

Trade and other receivables

Trade and ot[er receivables ale recognized al fair values less allowances tbr any uncollectible

amounts. Tracle and othel rcceivables are assessed fol impairrrtent on a continuing lrasis. An

estinlate is lrade oldoubtful receivables based on a review of all outstanding anlour-rts at the

year end.

I mpairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated

with its financial assets carried at amortized cost and fair value through net assets/equity. The

entity recognizes a loss allowance for such losses at each reporting date. Critical estirnates and

Financial liabilities

Classification

Thc entity classifies its liabilities as subsequently rneasured at amottized cost except for

financial liabilities ttteasttred through profit or loss.

b) Provisions

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

result ola past event, it is probabte that an outflow of resources embodying economic benefits

or.service potentiat wilt be required to settle the obligation and a retiable estimate can be made

of the amor,rnt of the obligation. Where the Entity expects some or all of a provision to be

9
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Summary of Significant Accounting Policies (Continued)

reinrbursed, for example, under an insurance contract, the reimbursenlent is recognized as a

separate asset only when the reirnbursement is virtually certain. The expense relating to any

provision is presented in the statement of financial performance net of any reimbursement.

c) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and i or households that

meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of

society as a whole. The entity recognises a social benefit as an expense for the social benefit

scheme at the same time that it recognises a liability. The liability for the social benefit scheme

is measured at the best estimate of the cost (the social benefit payments) that the entity will

incur in fulfilling.the present obligations represented by the liability.

d) Contingent liabilities

The Entity does not recognize a contingent liability but discloses details ofany contingencies

in the notes to the financial statelnents, unless the possibility of an outflow of resources

embodying economic benefits or service potential is retnote.

Contingent assets

The Entity does not recognize a contingent asset, but discloses details ofa possible asset whose

existence is contingent on the occurrence or non-occurrence ol one or trrore ttncetlain future

events not whotly within the control of the Entity iu the ttotes to the financial statenlents.

Contingent assets are assessed continually to ellsure that developrnents are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potentiat will arise and the asset's value can be measured reliably,

the asset and the related revenue are recognized in the financial statements of the period in

which the change occurs.

e) Nature and PurPose of reserves

The Entity creates aud rnaintains reserves in terms of specific requirements.

0 Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively' The effects

of changes i6 iccounting policy are applied prospectively if retrospective application is

impractical.

l0
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Summary of Signiticant Accounting Policies (Continued)

g) Foreign currency transactions

Transactions in foreign currencies are initiatly accounted lbr at the ruling rate ofexchange on

the date of the transactiou. 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 ofcreditors, or from the reporting

of creditors at rates different fi'orn those at which they were initially recorded during the period,

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

h) Borrowing costs

Borrowing cos.ts are capitalized against qualifying assets as part of property, plant and

equipment. Such bomowing costs are capitatized over the period during which the asset is being

acquired or constructed and borrowings have been incurled. Capitalization ceases when

construction of the asset is complete. Further borrowing costs are charged to the statement of
financial performance.

j) Cash and cash equivalents

Cash and cash equivalents cornprise cash on hand and cash at bank, short-tertn deposits ort call
and highly liquid investrnents with an original maturity ol three months or less, which are

readily convertible to known arnounts oI cash and are subject to insignificant risk of changes

in value. Bank account balances include alnounts held at the Central Bank of Kenya and at

various commercial banks at 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 to

authorised public officers and/or institutions which were not surrendered or accounted for at

the end ofthe financial year.

k) Comparative figures

Where necessary comparative figr.rres for the previous financial year have been amended or
reconfigured to contbnn to the required changes in presentation.

ll

i) Related parties

The Entity regards a related party as a person or an entity with the abitity 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 directors, the

CEO and senior rnanagers.
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Summary of Signilicant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

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

,ranugeme,rt to make judgrnents, estitnates and assurnptions that affect the reported amounts

of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the

end of the r.po.iing period. However, uncertainty about these assumptions and estimates could

result in outtomes that require a material adjustment to the carrying amount of the asset or

liability affected in future peliods.

a) Estimates and assumPtions -

The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk of causing a material adjustment to the carrying

,*ornt, of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estirnates on parameters available when the consolidated financial

statements were prepared. However, existing circumstances and assumptions about ftttttre

developments *uy.i,ung. due to market changes ol circutnstances arising beyond the control

of the intity. Such changes are reflected in the assumptions when they occur' IPSAS l'140'

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

infonn potential future use aud value from disposal:

) The condition ofthe asset based on the assessmeut ofexperts employed by the Entity

) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes

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

D Availability of funding to replace the asset

F Changes in the market in relation to the asset

c) Provisions

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

available. Additional disclosure of these estimates of provisions is included in Note xxx'

Provisions are measured at the management's best estimate of the expendifure required to settle

the obligation at the reporting datelnd are discounted to present value where the effect is

material.
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6. Notes to The Financial Statcrnents Continued
l. Interest income

2. C)ther incoine

3. Use of Coods and Services

4. Taxation

2022-2023

Description
2023-2024 2022-2023

Kshs Kshs

928,693 68,2 r I

lnterest lncome From Car Loans

lnterest lncome On Bank Deposits 399,708

Total I nterest Income I,328,40 r 68,21I

Description
2073-202.1

KshsKshs

Application f'ee

i'",[iscellaneoLrs Income

'l'otal Other Income

20,000

3 9,305

59.305

Description
2023-2024 2022-2023

Kshs. Kslrs

Loan Processing Costs

Adnrinistration Fees

Committee Allowances

928.693 68,2n

Bank Charges 98.5

929,678 6lr,2 t I

l)escription

Interest lncorne tl'orn SBM Bank

2023-2024

Kshs Kshs

360,040

Withholding tax l1"h 54.006

l3

Interest Incorne {i'orn lvlortgage I,oans

lzozz-zozt II

I

I

I

-l'otal

I
i

1t
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Notes to The Financial Statements Continued

5. Cash and cash equivalents

Detailed analysis of the cash and cash equivalents are as follows

6. Receivables from exchange transactions

Description
2023-2024 2022-2023

Kshs l(shs

Kisii County loans and Mortgage Account 16,236,945 44,893,242

Administration Account 2,429,137

Total Cash And Clash Equivalents 18,666.0{12 44,893.242

Account
n u mber

2023-2024 2022-2023

Kshs Kshs

a) Holding Account

SBM Bank 0252322396001 16,236.945 44,891,242

Sub- Total 16,236,945 44,893,242

b) Administration Account

SBM Bank 0252322396004 2,429,137

Sub- Total 2.,429,131

Grand Total l{r,666,082 44,893,242

2022-2023202i-2021

I(shsKshs
Description

Current Receivables

t1 ,751,228Cument Loan RePaYments Due

Less: lnpaimrent Allowance

17,'751,228Total Current Receivnbles

Non-Current Receivables
106,75842,236,712Long Term Loan RePaYments Due

106,75842,236,712Total Non- Current Receivables
106,85859,987,940Total Receivables From Exchang e Transactions

t4
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Notes to The Financial Staternents Continued

7. Receivables liom Non Exchange transactions

8. Cash generated frotu opcrations.

Chase bank was placed under receivet'ship tvith KDIC as receit'er managers, an

funds were placed tmder mor(rlot'iunt ott I 5't' Atrgust 20 I 8.

d the

Description
2023-2021 2022-t023

Kshs Kshs

Non-Current Receivables

Blocked Funds at KDIC 6.750,000

Total Receivables liront Non Exchange Transactions 6,750,000

Description
2023-2024 21122-2023

Kshs Kshs

Surplus/(Deficit) l'or the year Belbre'l'a.x ,l5tt.02tl

Adjustcd l-or 59,981,940

Tax (s4,066)

Working Capital A d u stmcn ts 101,022

Nct Cash F'low F'rom Operating Activitics 104,022

l5
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Notes to The Financial Statements (Continued)

9. 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 exercisi significar.rt influence over its operating and financial decisions. Related

parties includ. *u,lug...nt personnel, their associates and close fanrily members The

fund/scheme is related to the following entities:

a)

b)
c)
d)

The County Governtnent;
The Parent County Govemtnent Ministry;
Key management;
Board of Tnfstees; etc.

b) Related PartY transactions

Description
2023-2024 2022-2023

Kshs hshs

Transfers Fror-n Related Parties' 40,000,000

Tota I 40,000,000

10. Financial risk management

The Fund's activities expose it to a variety of financial risks including credit and Iiquidity risks

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

focuses on unprediclability of changes in the business environment and seeks to minimise the

potential adveise effect of such risks on its performance by setting acceptable levels of risk.

ihe Fund does not hedge any risks and has in place policies to ensule 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 fronr cash and cash equivalents, and deposits with

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

Munug"*"n, assesses the credit quality of each customer, taking into account its financial

positiJn, past experience and other factors. Individuat risk limits are set based on internal or

extemal assessmint in accordance with limits set by the directors. The arnounts presented in

the statement of financial position are net of allowances for doubtful receivables, estimated by

the entity's management based on prior experience and their assessment of the culrent

economic environment. The carrying u,rouri of financial assets recorded in the financial

statements representing the entity'.s maximum exposure to credit risk without taking account

ofthe value of any collateral obtained is nrade up as follows:

t6
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Notes to The Financial Statements (Continued)

Description
Total
amou nt
I(shs

Fully
perfornring
Kshs

Past due
Kshs

I mpaired
Kshs

At l0 June 2024

Receivables
Transactions

From Exchange
59,987 ,940 59,987,940

Receivables Frorn Non-Exchange
Transactions 6,750,000 6,750,000

18,666,082 i 8,666,082

'['olal 85.,,104,022 85,404,022

At 30 June 2023

Receivables
Transactions

From Exchange
106,758 106,758

Receivables Ft'orn Non-Exchange
Transactions

Bank Balanccs 44,893,242 44,893,242

'I otuI ,15,000,,000 45,000,000

The custotners under the fully pertbrrning category are paying t
trading. The cledit risk associated with these receivables is lnill
uncollectible alnounts that the entity has recogtrised in the financ

heir debts as they colltinue
inral and the allowance lor
ial statements is considered

adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of cledit risk on amounts due from xxxx

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

within which the various aspects of credit risk managetnent are operated

b) Liquidity risk management

Ultinrate responsibility for liquidity risk management t'ests with the Fund Administrator, who

has built an appropriate tiquidity risk nrauagenrent fi'arnework fot' the nlanageurent of the

entity's shorl, lrediurn and long-term funding and liquidity management requirements. The

entity manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

c) Market risk

The board has pr.rt in place an intemal audit function to assist it in assessing the risk faced by

the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls.

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

and foreign exchange rates which will affect the entity's income or the value of its holding of
financial instrunl.ni.. The objective of rnarket risk management is to manage and control

rnarket risk exposures within acceptable parameters, while optirnising the return' Overall

responsibitity tbr rnanaging ntarket risk rests with the Audit and Risk Management Committee.

Bank Balauces

l7



' Kisii CountY Loans
Annual RePort and

and Mortgages lund
Financial Statements tbr the Year ended 30th June 2024

Notes to The Financial Statements (Continued)

The Fund,s Finance Department is responsible for the development of detailed risk

rnanagement policies (suLject to review and. approval by Audit and Risk Management

co*#itt"") und fo, the day_to_day implernentation of those policies.

There has been no change to the entity's exposure to market risks or the mauner in which it

manages and measures the risk.

i. Foreign currency risk

The entity has transactional cutrency exposures such exposure arises through purchases of

gooa, uno services that are done in iurrencies othel than the local currency' Invoices

ienominated in foreign cunencies are paid after 30 days from the date of the invoice and

conversion at the"time of payment is done using the prevailing exchauge late'

ii. Interest rate risk

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

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

This exposes-the Fund to cash flow interest raie risk. The intercst rate risk cxposttre arises

mainly irom interest rate lnovements on tlre Fund's deposits'

Managemenl of interest rate risk

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

offer favourable interest rates.

Sensitivity analYsis

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

unuf y.ir. This lnvolves determining the impact on profit or loss of defined rate shifts The

.."ri,iri,V alalysis for interest rate-risk u..un"t", that all other variables, in particular foreign

exchange rates, remain constant'

d) Capital risk management'

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

continue as a going concern. The entity capital siructure comprises of the following funds:

l8
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Description
Current IiY Comparative F'Y

I(shs Kshs

Rcvaluation rcscrvc

Revolving lund 85,000,000 45,000,000

Accumulated surplus 404.022

-I'otal lirntls 85,404,022 45,000,000

TotaI bonowings

Less: cash and bank balances ( 18,666,082) (44,993,242)

excess cash and cash equivalents r8,666,082 44,993,242

Gea ring 0% 0,

Notes to The Financial Statements (Continued)

I l. Events after the reporting period

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

12. Llltinrate and Iloldirrg Irntitv

The entity is a County Public Fund established by the Kisii County loans and mortgage
regulations under the Ministry of Finance. Its ultimate parent is the County Govemment of
Kisii.

13. Currency

The financial statements are presented in Kenya Shillings (Kshs)

l9
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20. 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 conlments

that were provided to the auditor.

During the year the fund received

ksh 40,000,000 funding frorn the

county executive

The issue has been addressed, all

the loans issued in the year under

review repaynlents are thror.rgh the

check-off systern

to\ Jas

o^t"........?.1.1'rh*f-

Timefra m e
Status:

Management commentsIssue/Observatio ns

from Auditor

Referen

ce No,

on the

external

audit
Report

Not
resolved

June

30,2025

Managetnent has made a follow uP

with the Kenya Deposit Insurance

Corporation to recover the funds

Uncdnfirmed cash and

cash equivalents

Budgetary control and

performance
Resolved

Resolved
Failure to maintaill a

check-off systenr for

Loan deductiotts

20
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