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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the yearended June30r2022

1. Key Entity Information and Management

a) Background information

Executive Mortgage Fund is established by and derives its authority and accountability from

Public Finance Management Act,20l2. The Fund is wholly owned by the County Government of

Kirinyaga and is domiciled in Kenya.

The Fund's principal activity is to provide a loan scheme for the purpose of personal use by a
member to purchase, development, renovation or repair of property by a member prescribed by the
salaries and remuneration commission

b) Principal Activities

The principal activity/mission/ mandate of the Fund is to provide;

A loan scheme for members of the scheme

Refinancing loan schemes

c) Board of Trustees/Fund Administration Committee

d) Key Management

(lnclude all positions regarded as top management /br the Fund).

I N/A

2

J

4

5

1 Chairman- Mortgage & Car Loan Fund Jacqueline W. Njogu

2 Fund Administrator James M. Kimaru- Economist

J Fund Accountant Benson Gachiri

4

5
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June30,2022

e) Registered Offices

P.O. Box 260

County Headquarters

Kutus, KENYA

f) Fund Contacts

Telephone: +254 - 202-8010181
E-mail: kirinyaga.go.ke
Website: www.kirinyaga. go.ke

g) Fund Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Bingwa Sacco Ltd
P.O BOX 434-10300
Kerugoya

h) IndependentAuditors

Auditor General
Office of the Auditor General
Nyeri, Kenya

D Principal Legal Adviser

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

I
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2. The Board of Trustees (or any other governing body for the Fund)

I. N/A N/A

2.

J

4

5. Etc
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Kirinl'ags County Executive Staff Car Loan Schente l"und
,\nnual Rc rt and F'inancial Statcments for thc ended ,Iune 30. 2022

3. i\Ianagemcnt I'eam

H ON, JACQT,-TELINE NJOGIJ

2. JAMES MTJGUKIJ KIMARIJ

Chair /ClrC Member Financc and lrconomic
Planning

Academ ic Qualifi cations

Master of Philosophy- Environmental Planning &
Management

il.Sc. Environnrental Sciencc & l,andscaping

Expcricnoe: Over 15 years

Irund Administrator- Mortgage & Car Loan

Scireme Fund

Academ ic Qualifi cations

llachelor of Science- [:cottotnics & Mathenratics

Iixpcrience: Over l0 years

3. BENSO^N GACII-IIRI Accountant

Acadcm ic Qualifi cations

CPA K

Bachclor in Business Administration in

Accounts

Experience: I 0Years Accountant

Note: 'l'hc Fund Administrator will feature under both the 'Board' and 'Managemenl'



Coun/); Ciotternmcnl of Kirinltago execulit,e Mortgoge Fund.-\rrnrral
ll_c1ro rt anrl I,'inanc ial Statcrnerrr ts for th..- c lcar cndcrl ,lu na 30.2022

' have the pleasure ofpresentirrg the Annual Report and pinanciar staternents fbr Kirirr,,-aga count,r,r'recLrtive Mortgage Scheme e".,,,Jio, tl',. n.qi9J.;;;i;;';;,h.June, zozz.i.tte,s. unnuor {rnarciar:eports have hreen prepared itt accordarce u'ith the cie'neralrv a"..p,.J a..orn,ing principresGAA Ps)' the International actt'untirg. Standar,r, iia's), !h. Internationar pubric Secrori[T;lI- standards (lPsAS) u...url't',u.ris. arrcr s".ir"r'ilo 
"rrr.,. 

pruri. e;;;.. Managenrcnr

Kirirr5'aga cotrnty Executivc Mortgage Schenrc Fund was established b1,'an Act of,KrrinvauaL.otrnt,\' Assenrhlr.,. Thjs Act is i"n Lnrpliance with the prov_15166, of tlre pLrblic Fi,i,nii"l1jll?fill:,,,J.i;:iffffijnlin:l,u ,,"0 rlingwa su..o,lta cruring the pcriod to herp trre 
'urrcr

fhe approved allocation in the F\'2021-2^?22A.nnuar t3uclget was Kshs 3 r,300.000. r.he c.unrr.,r'ndeavoured to atride by the p'r'tit"t'inurce. Manage*.,ii p.o".dures ancr regurations. *,rricirIncluded: Procurement and Disposals Act. Puhlic rtl,,ali.. ir,lanagement Act.20r2.iLrst ro menrio,:.i;l;,,'J,T1xT."jj:Ifl,.;;;l[::;,;*fo;;,;;r ''iffiJll., 
,,0 ac,, eve ".i* r",. none! as

In the pcriod under review, the FuncJ was laced with various challenges *,hich include;
o 'llte clelay in disbursement's of funds to-county covernnrents by the Nationar l.reasurvrvhich has persisted.since in..pitn of county"c;iJernments. The county GovernrneritIff!1:J;:J::il;i:':lj;:ll'il;'v therebv n",,.d;;,ery impieme;;;;;;, or trre bucrget

. '[he 
cienrancJ fbr rnortgage arnone

; r;: xl: r r:,T,i: * #: I ffi i :,' # ;,i':li I: itr 
::,l&"':i .',?. ["d:':j, ],; ;::

o l'he borrowers w'ho ceasc to bc cou,t1' stafl'without fully rcpaying the roans have bccn
dclaulting on nronthl'v- 

"puy-tn*' si*. *" or.'nl, uu,.,o deduct-on 
"n"lt off basis rve

are rorced to engage auctioireers to do r.ecov..i., ;;;;;hey crefaurt.

l. Bolrrl/liunrl Chairper.son,s Rcpor.t

F urther the fund ntana genlent will en gage the coutlt),- Asscrnbl y committec in charge ol' thc
Jcpartnrcnt rvith an aint of showing the imponance of the fund in ordcr to get aclditiorral allocations'l SUbS uerrt annual bu dgets

o

19N. Jacqueline W. Njogu
C.E.C.M- Finance and Economic planning
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' Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June3012022

5. Report of The Fund Administrator

Kirinyaga County Executive mortgage fund was established to provide a loan scheme for the
purchase, development, renovation or repair of residential property to members of staff. The fund
caters for county executive officers who are either on pernanent employment or on contract. The
fund operates as a revolving fund.

During the Financial Year 202112022 the fund disbursed mortgage worth Kshs 44,267,290 to staff
members against an allocation of Kshs 31,300,000 in our annual budget thereby increasing home
ownership and supporting affordable Housing Pillar of the Governments Big 4 Agenda.
Cumulatively since inception of the Mortgage Scheme Fund, the fund has disbursed Kshs
209,020,000. The Fund continues to operate within approved guidelines for the mortgage scheme

fund, however the fund had the following challenges;

a Inconsistent cash flow occasioned by the delayed disbursements of funds to County
Governments from the National Treasury contributed to poor implementation of work
plans thus affecting objectives achievement.

The approved budget by the County Assembly has not provided for a day to day

administrative line budget for the Fund and hence expenditures can only be incurred from
interest accruing.

a

a The demand for the mortgage & car loans is always high compared to the available
resources. This leads to a prolonged application process where the applicants have to wait
for long periods before disbursements are made. Disbursement is done subject to
availability of funds.

It is also important to note the Auditor General's Report for the period ending 30th June, 2021

recommended separation of the Mortgage & Car Loan Scheme Fund which were being

operated, managed and reported as one Fund. We have implemented the recommendation and

this Financial Statement is for the Mortgage Scheme Fund.

The fund has great potential to provide services to its members which can only be achieved if
adequate funding is provided. I would like to thank the Mortgage Advisory Committee for the

support they have provided through the period being reported.

Signed:

James Muguku Kimaru
f,'und Administrator
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June30r2022

6, Statement of Performance Against the County Fund's Predetermined Objectives

Introduction

Section 164 (2) (0 of the Public Finance Management Act, 2012 requires that, at the end of

each financial year, the Accounting Officer when preparing financial statements of each

County Government Entity Government entities in accordance with the standards and formats

prescribed by the Public Sector Accounting Standards Board includes a statement of the county

govemment entity' s performance against predetermined objectives.

Strategic development objectives

The County's 2018-2022 CIDP has identified key strategic development objectives. Broadly,

these objectives have been identified through a participatory process that reviewed the

development priorities of the Governor's Manifesto, the National Government's "Big Four",

NIUPLAN, SDGs and the MTP III.

The strategic objectives are a synthesised product of the afore-mentioned planning frameworks

that amalgamate the thematic focus and development aspirations in these policy frameworks.

The key development objectives of the Kirinyaga County's 2018-2022 CIDP are to:

a. To Increase agricultural and Livestock productivity.

b. To Provide and maintain an integrated road network and infrastructure that is functional and

reliable to encourage social and economic development

To Facilitate improvement of livelihoods of the people of Kirinyaga County through efficient

Land resource management, Equitable Access, secure Tenure and Sustainable housing.

d. To offer an efficient and high-quality health care system that is accessible, equitable and

affordable.

Regulating, facilitating and promoting economic growth through markets development,

tourism development and promotion, industrialization promotion and development.

f. To provide, promote and co-ordinate lifelong education, training and research for

sustainable development.

c
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June3012022

g. To co-ordinate and facilitate the delivery of quality development services with special

emphasis on youth economic empowerrnent, recreational facilities development.

h. To promote the socio-economic development of the community through cultural services

development, Gender and social services development

To promote, conserve and protect the environment and biodiversity in order to spur sustainable

development as well as facilitate sustainable management and development of water resources

for county development

Progress on Attainment of Development Objectives from Annual Development Plan

For purposes of implementing and cascading the above development objectives to specific

sectors, all the development objectives were made specihc, measurable, achievable, realistic

and time-bound (SMART) and converted into development outcomes. Attendant indicators

were identified for reasons of tracking progress and performance measurement: Below we

provide the progress on attaining the stated objectives:

Below we provide the progress on attaining the stated objectives:

l.

Audit opinion Disclaimer
opinion in
FY2020t2021
due to lack of
separation of
Mortgage and
Car Loan Fund.
The Mortgage &
Car Loan
Scheme Funds
have been
separated in the
FY 202U2022

Public Finance
Management

To Give
Accurate And
Cost-Effective
Stewardship Of
All Assets And
Resources
Used In
Providing
Services.

Prudent financial
management
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year,ended June 30, 2022

7. Corporate Governance Statement

Kirinyaga County Executive Staff Mortgage Scheme Fund is established pursuant to section I 16
of the Public Finance Management Act, 2012. The Approved County Executive Staff Mortgage
Scheme Fund Regulations of 2016 by the County Assembly establishes the Executive Staff
Mortgage Advisory Committee. The committee consists of the following members;

a) The county Executive Committee Member of finance who shall be the chairperson

b) The county executive committee member for Lands

c) The Chief Officer Finance

d) The County Secretary or his nominee

e) County Executive Member for Health

The Advisory Committee shall be supported by a secretariat consisting of

a) Director Administration

b) County Attorney

c) Two County Treasury nominee nominated by the County Head of Treasury

The meetings of the committee shall be convened by the chairperson or in absence of chairperson,
by a member designated by the chairperson and shall be convened at such times as may be
necessary. The officer administering the fund in accordance with PFM Act2012 shall;

a) Supervise and control the administration of the fund

b) Utilize the interest accruing there to defray operating expense and may impose any
reasonable restrictions or other requirements

c) Keep book of accounts and other records

xl



Kirinyaga County Executive Staff Mortgoge Scheme Fund
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8. Management Discussion and Analysis

It has been six (6) financial year since the introduction of the Kirinyaga County Mortgage Scheme

Fund. To date we have disbursed Kshs 209,020,000 mortgages to members of staff which is a good
progress compared to the limited available resources mainly received through the annual budgetary
allocation and salaries recoveries. Though the Fund may enter into a viable financing and

development partnership with a legal entity for the purpose of achieving the objectives of the Fund,
the fund has never exercised this power to borrow.

The Fund continues to operate within approved guidelines for the Mortgage Scheme Fund, we are

keen on loan repayment time frames. The guidelines adopted requires, among other matters, the

Management to obtain a valuation of all properties that are taken as security, and thereafter register

a charge for any property financed under the Fund to effectively secure the loans.

To enhance the perforrnance of the Fund, the Management appointed Bingwa Sacco as the

Financial Institution to Administer the Fund for the period reported. The Functions of the Financial
Institution are;

(a) operate individual accounts for each borrower, and provide details of recoveries of the

loan;
(b) charge security on properties acquired through loans from the Fund and act as acustodian

of such charges;
(c) transfer funds for newly approved loans to borrowers after the necessary documentation

is provided;
(d) pay all outgoings and issue demand notices to defaulting borrowers through the officer

administering the Fund;
(e) upon repayment of the loan, interest and other expenses which may be outstanding,

discharge the charge and release the security documents to the borrower;
(D and perform such other duties as may be assigned from time to time.

The Fund has been achieving its objectives over the six financial years since its establishment

even with the limited resources available to operate.

xll



Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the yearended June30,2022

9. Environmental and Sustainability Reporting

Executive county Mortgage fund exists to transform lives. This is our purpose; the driving force
behind everything we do. It's what guides us to deliver our strategy, which is founded on pfm act
pillars: putting the customer/Citizen first, delivering relevant goods and services, and improving
operational excellence. Below is a brief highlight of our achievements in each pillar

1. Sustainability strategy and profile -
The top management especially the accounting officer should make reference to
sustainable efforts, broad trends in political and macroeconomic affecting sustainability
priorities, reference to international best practices and key achievements and failure.

2. Environmental performance
Outline clearly, environmental policy guiding the organisation, provide evidence of the
policy. Outline successes, shortcomings, efforts to manage biodiversity, waste
management policy and efforts to reduce environmental impact of the organisation's
products.

3. Employee welfare
Give account of the policies guiding the hiring process and whether they take into account
the gender ratio, whether they take in stakeholder engagements and how often they are
improved. Explain efforts made in improving skills and managing careers, appraisal and
reward systems. The organisation should also disclose their policy on safety and
compliance with Occupational Safety and Health Act of 2007, (OSHA.

4, Market place practices-
The organisation should outline its efforts to:

a) Responsible competition practice.
Explain how the organisation ensures responsible competition practices with issues
like anti-corruption, responsible political involvement, fair competition and respect
for competitors

b) Responsible Supply chain and supplier relations- explain how the organisation
maintains good business practices, treats its owr1 suppliers responsibly by
honouring contracts and respecting payment practices.

c) Responsible marketing and advertisement-outline efforts to maintain ethical
marketing practices

d) Product stewardship- outline efforts to safeguard consumer rights and interests
5. Community Engagements-

Give evidence of community engagement including charitable giving (cash & material),
Community Social Investment and any other forms of community

xlll
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10. Report of The Trustees

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

June 30, 2022 which show the state of the Fund affairs.

Principal activities

The principal activities of the Fund are/ound on page 3

Results

The results ofthe Fund for the year ended June 30, 2022 are set out on page 6

Trustees

The members of the Board of Trustees who served during the year are shown on page 3. The

changes in the Board during the financial year are as shown below:

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015. OR IXYZ Certified Public
Accountants were nominated by the Auditor General to carry out the audit of the entity for the
yearlperiod ended June 30, 2022 in accordance to section 23 of the Public Audit Act, 2015 which
empowers the Auditor General to appoint an auditor to audit on his behalfl.

By Order of the Board

td.
Chair of the Board/Iund Administration Committee

Date: o,e 
t'tfcs
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June 30, 2022

I 1. Statement of Management's Responsibilities

Section 167 of the Public Finance Management Act,2012 requires that, at the end of each
financial year, the Administrator of a County Public Fund shall prepare financial 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 fair view of the state of affairs of the
Fund for and as at the end of the financial year ended on June 30,2022. This responsibility
includes: (i) maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reporting period; (ii) maintaining proper accounting
records, which disclose with reasonable accuracy at any time the financial position of the Fund;
(iii) designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Fund; (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estimates
that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudentjudgements and estimates, in conformity with Intemational Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and Kirinyaga
County Staff Mortgage Scheme Fund Regulations, 2016 and Kirinyaga County Staff Car
morgage Scheme Fund Regulations, 2016. The Administrator of the Fund is of the opinion that
the Fund's financial statements give a true and fair view ofthe state of Fund's transactions during
the financial year ended June 30, 2022, and of the Fund's financial position as at that date. The
Administrator fuither 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 systems of intemal financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed

the Fund's ability to continue as a going concern and disclosed, as applicable, matters relating
to the use of going concern basis of preparation of the financial statements. Nothing has come
to the attention of the Administrator to indicate that the Fund will not remain a going concern
for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Fund's financial statements were approved by the Board on
signed on its behalf by:

Fund Adm

2022 and

James Muguku Kimaru

xv
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Telephone: +254-(zo) 3214ooo
-mail: info@oagkenya.go.ke
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RBPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enhanc ing Accoun tabi I i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KIRINYAGA COUNTY EXECUTIVE
STAFF MORTGAGE SCHEME FUND FOR THE YEAR ENDED 30 JUNE, 2022

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements

are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers

compliance with applicable laws, regulations, policies, 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 interna!

operations. This responds to the effectiveness of the governance structure, the risk

management environment and the internal controls, developed and implemented by

thosetharged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all

relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and

responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the

Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts

of the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Kirinyaga County Executive

Staff Mortgage Scheme Fund set out on pages 1 to 37, which comprise of the statement
of financiai position as at 30 June, 2022, and the statement of financial performance,

statement of changes in net assets, statement of cash flows and statement of

Report of the Auditor-General on Kirinyaga County Execative

30 June, 2022

Staff Mortgoge Scheme Fund for the year ended
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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, because of the significance of the matter discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the Kirinyaga County Executive Staff Mortgage Scheme Fund as at
30 June, 2022, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and do not comply with the Pubtic Finance Management Act, 2012 and the
Kirinyaga County Public Finance Management (Executive Staff Mortgage Scheme Fund)
Regulations, 2016.

Basis for Adverse Opinion

lnaccuracies in the Financial Statements

Review of the financial statements prepared and presented for audit revealed the
following anomalies:

i The statement of financial position reflects total net assets and liabilities balance
of Kshs.178,594,539 while the re-calculated totals amount to Kshs.112,l4\,g1g
resulting to unexplained and unreconciled difference of Kshs.25,848,620.

ii The statement of financial position reflects revolving fund opening and closing
balance of Kshs.150,360,736 and Kshs. 151,376,232 respectively which were no1
supported by any analysis or documentary evidence.

iii The statement of cash flows reflects opening cash and cash equivalents balance
of Kshs.16,882,355, which was not supported by cashbook, bank reconciliation
statement and bank certificate.

iv The statement of changes in net assets reflects the opening balance as at
1 July, 2021 of Kshs.16,882,855 in respect to accumulated surplus that was not
supported by any analysis or supporting documents.

v The statement of changes in net assets reflects balance of Kshs.49 ,552,542 for
the year ended 30 June, 2022, while the statement of financial position reflects net
balance of Kshs.178,594,539 resulting to unexplained and unreconciled variance
of Kshs.129,041,997 .

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

The audit was conducted in accordance with !nternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kirinyaga County Executive Staff
Mortgage Scheme 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

Report of the Auditor-General on Kirinyaga C,
30 June, 2022

'ounty Executive Sta/f Mortgage Scheme Fund for the year ended

)
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statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my adverse 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 Matter

Unresolved Prior Year Mafters

ln the audit report of the previous year, several issues were raised under Basis for
Disclaimer of Opinion. However, the Management has not resolved the issues or given
any explanation for failure to resolve the issues. Further, the unresolved issues are not
disclosed under the progress on auditor's recommendations section of the financial
statements as required by the Public Sector Accounting Standards Board.

In the circumstances, the matters are considered unresolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
LaMulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, I confirm that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

Default on Loan Repayments

The statement of financial position reflects Kshs.160,341,997 in respect to longterm
receivables from exchange transactions as disclosed in Note 12 to the financial
statements. This balance includes outstanding mortgage loan of Kshs.13,519,214
accrued from the principal loan balance of Kshs.14,990,000 advanced to ten members
of the County Assembly who had so far defaulted on loan repayment.

ln view of the above observation, the recoverability of the loan balance totalling
Kshs.13,51 9,214 is doubtful. This is contrary to Regulation 18(1) of the Public Finance
Management (Kirinyaga County Executive Staff Mortgage Scheme Fund) Regulations,
2016 which states that where a borrower defaults in the repayment of the loan for a
period of three consecutive months, the administrator of the fund shall possess and sell
the property by public auction or private treaty.
ln the circumstances, Management was in breach of the law.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the

Report of the Auditor-General on Kirinyaga County Executive Staff Mortgage Scheme Fund for the year ended
30 June, 2022
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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 SectionT(1Xa) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, ! confirm that internal controls, risk management
and governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control, risk management and governance.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them, and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how Management monitors
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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

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 Article 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) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in orderto 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, 2015 and
submit the audit report in compliance with Article 229(7\ of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal 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
inadequate because of changes in conditions, or that the degree of compliance with the
Fund's policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. 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
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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.

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. !f 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.

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

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

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

I also provide f\Ianagement with a statement that I have complied with relevant ethica]
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 CBS
AUDITOR.GENERAL

Nairobi

03 February,2023
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual rt and Financial Statements for the year ended June30,2022

13. Statement of Financial Performance For The Year Ended 30th June 2022

(The notes set out on pages t9 to j8 form an integral part of these Financial Statements)+'\r1""
G,ly-tt4i{Name:

Administrator of the Fund Fund

ICPAK Member Number:

Revenue From Non-Exchange Transactions

1Public Contributions and Donations

2Transfers From the County Government
a
JFines, Penalties and Other Levies

Revenue From Exchange Transactions

4,466,440 3,481,0194Interest Income

5Other Income

3,481,0194,466,440Total Revenue

Expenses

6Employee Costs

3,096,753 2,465,5237Use of goods and services

8Depreciation and Amortization Expense

9Finance Costs

2,465152331096,753Total Expenses

Other Gains/Losses

l0Gain/Loss on Disposal of Assets

2146515231,369,687Surplus/(Deficit) For the Period

I
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14. Statement of Financial Position As At 30 June2022

Assets

Current Assets

1l 18,252,542 16,882,355Cash and Cash Equivalents
Current Portion of Long- Term Receivables From
Exchange Transactions 12

Prepayments l3
t4Inventories

Non-Current Assets

l5Property, Plant and Equipment

t6Intangible Assets

l2 160.341.997 r34,493,877Long Term Receivables from Exchange Transactions

151,376,232178,594,539Total Assets

Liabilities

Current Liabilities
17Trade and Other Payables from Exchange Transactions

18Provisions

Current Portion of Borrowings 19

20Employee Benefit Obligations

Non-Current Liabilities
Non-Current Employee Benefit Obligation 20

l9Long Term Portion of Borrowings

Total Liabilities

151,376,232Net Assets 178,594,539

1s0.360.736151,376,232Revolving Fund

Reserves

r.369.687 I,01s,496Accumulated Sumlus

151,376,232178,594,539Total Net Assets and Liabilities
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The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on
and signed by:

2022

Name:

Administrator of the Fund
cre*q

Fund

ICPAK Member Number:

J



Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June 30,2022

15. Statement Of Changes in Net Assets for the year ended 30th June 2022

Balance As At I July 2020

Surplus/(Deficit) For the
Period

Funds Received During the
Year

0Transfers

Revaluation Gain

16,882,85516,882,855Balance As At 30 June 2021

16,882,855 16,982,855Balance As At I July 2021

1,369,687 1,369,687
Surplus/(Deficit) For the
Period

31,300,000 31,300,000
Funds Received During the
Year

0Transfers

Revaluation Gain

49,552,542 49,552,542Balance As At 30 June2022

Name:

Administrator of the Fund

Name: f) CffTtu{h
Fund ntant

ICPAK Member Number:
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the yearended June3012022

16. Statement Of Cash Flows For The Year Ended 30 June 2022

Cash flows from operating activities

Receipts

Public contributions and donations

Transfers from the county government 2

Interest received 4 4,466,440 3,481,019

Receipts from other operating activities

Total receipts 4,466,440 3,481,019

Payments

Fund administration expenses

General expenses 7 3,096,753 2,465,523

Finance cost

Other payments

3,096,753 2,465,523

Net cash flows from operating activities 2l 1,369,687 1,015,496

Cash flows from investing activities

Purchase of property, plant, equipment and

Intangible assets

Proceeds from sale of property, plant & equipment

Proceeds from loan principal repayments

Loan disbursements paid out

Net cash flows used in investing activities

Cash flows from financing activities

Proceeds from revolving fund receipts

Additional borrowings

Repayment of borrowings

Net cash flows used in financing activities

Net increase/(decrease) in cash & cash

Equivalents 1,369,697 1r0151496

Cash and cash equivalents at l july ll 16,882,855 15,866,859

Cash and cash equivalents at 30 june ll 18,252,542 16,882,355
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Name:

Administrator of the Fund
c1b-rrf4Nam

Fund

ICPAK Member Number:
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Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June30,2022

17. Statement Of Comparison of Budget and Actual Amounts for The Period

Budget notes

The fund utilized only 69.30/o of the budget. This was due to separation of car and mortgage loan into different funds

7

Kshs Kshs Kshs Kshs KshsRevenue

Public Contributions and
Donations

Transfers From County Govt.

4,466,440 4,466,440 t00%Interest Income 4,466,440

Other Income

4,466,440 1000hTotal Income 4,466,440 4,466,440

Expenses

Employee Cost

1,369,687 69.3%Use of Goods and services 4,466,440 4,466,440 3,096,753

Finance Cost

4,466,440 4,466,440 3,096,753 1369,687 69.3o/"Total Expenditure

1,369,687Surplus For the Period



Kirinyago County Executive Staff Mortgoge Scheme Fund
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18. Notes to the Financial Statements

1. General Information

entity is established by and derives its authority and accountability from Act. The entity is

wholly owned by the County Government and is domiciled in Kenya. The entity's principal

activity is .

2. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with
International 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 allthe years presented.

The financial statements have been prepared on the basis of historical cost, unless stated

otherwise. The cash flow statement is prepared using the direct method. The financial
statements are prepared on accrual basis.

3. Adoption of new and revised standards

(i) Relevant new standards and amendments to published standards effective for the
year ended 30 June 2022

IPSASB deferred the application date of standards from I't January 2022 owing to Covid 19.

This was done to provide entities with time to effectively apply the standards. The deferral was

set for I't January 2023.

(ii) New and amended standards and interpretations in issue but not yet effective in the
ended 30 June2022

8

Applicable: I't January 20232

The objective of IPSAS 4l is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their

assessment of the amounts, timing and uncertainty of an Entity's

future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29,by:

IPSAS 41: Financial

Instruments
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. Applying a single classification and measurement model for

financial assets that considers the characteristics ofthe asset's

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

. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arangements in scope of the guidance.

The model develops a strong link between an Entity's risk

management strategies and the accounting treatment for

instruments held as part of the risk management strategy.

(State the impact of the standard to the Entity if relevant)

IPSAS 42: Social

Benefits

Applicable: l't January 2023

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

representativeness and comparability of the information that a

reporting Entity provides in its financial statements about social

benefits. The information provided should help users of the financial

statements and general-purpose financial reports assess:

(a) The nature of such social benefits provided by the Entity;

(b) The key features of the operation of those social benefit schemes;

and

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

financial performance, financial position and cash flows.

(Stote the impact of the standard to the Entity if relevant)

Amendments to

Other IPSAS

resulting from

IPSAS 41, Financial

Instruments

Applicable: lst January 20232

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

the components of borrowing costs which were inadvertently

omitted when IPSAS 41 was issued.

9
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b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently omitted

when IPSAS 4l was issued.

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

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifring

financial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 41 was issued.

(State the impoct of the standard to the Entity drelevant)

Other improvements

to IPSAS

Applicable F fanuary 2023

o IPSAS 22 Disclosure of Financial Information about the General

Government Sector.

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

2008).

o IPSAS 39: Employee Benefits

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

longer defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and

Measurement

Standard no longer included inthe202l IPSAS handbook as it is now

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

State the impact of the standard to the Entity if relevant

Applicable In January 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure ofleases. The objective is to ensure that

lessees and lessors provide relevant information in a manner that

faithfully represents those transactions. This information gives a

basis for users of financial statements to assess the effect that leases

have on the financial position, financial performance and cashflows

of an Entity.

IPSAS 43

l0



Kirinyaga County Executive Stalf Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended June 30,2022

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

State the impact of the standard to the Entily if relevant

IPSAS 44: Non-

Current Assets Held

for Sale and

Discontinued

Operations

Applicoble li January 2025

The Standard requires,

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

measured at the lower of carrying amount and fair value less costs to

sell and the depreciation ofsuch assets to cease and:

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

presented separately in the statement of financial position and the

results of discontinued operations to be presented separately in the

statement of fi nancial performance.

State the impoct of the slondard to the Entity if relevant

(iii)Early adoption of standards
The entity did not early - adopt any new or amended standards inyear 2022

ll
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1. Significant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control ofthe 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.

ii. Revenue from exchange transactions

Interest income

Interest 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 asset's net

carrying amount. The method applies this yield to the principal outstanding to determine
interest income each period.

b) Budget information
The original budget for FY 2021-2022 was approved by the County Assembly on x. Subsequent

revisions or additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. The additional appropriations are added to
the original budget by the entity upon receiving the respective approvals in order to conclude
the final budget. Accordingly, the Fund recorded additional appropriations of xx on the FY
2021-2022 budget following the governing body's approval.

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis

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

whereas the budget is prepared on a cash basis. The amounts in the financial statements were

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

basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

In addition to the Basis 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 statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section of these financial statements.
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S ummary Of SigniJicont Acco unting Policies (Continued)

c) Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives 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.

d) 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,

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 of the intangible assets is assessed as either finite or indefinite.

e) Financialinstruments

Finoncial assets

Initial recognition and measurement

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, heldto-maturity investments or available-for-sale financial assets, as appropriate.
The Entity determines the classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financialassets with fixed or determinable payments
that are not quoted in an active market. After initial measurement, such financial assets are
subsequently measured at amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate. Losses arising from
impairment are recognized in the surplus or deficit.
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Summary Of SigniJicant Accounting Policies (Continued)

Held-to-maturity

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 at amortized

cost using the effective interest method, less impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and fees or costs that are an integral part

of the effective interest rate. The losses arising from impairment are recognized in surplus or
deficit.

I mp air me nt of Ji n anc ia I o s s et s

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or a entity of financial assets is impaired. A financial asset or a entity of financial assets

is deemed to be impaired if, 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 incurred

'loss event') and that loss event has an impact on the estimated future cash flows ofthe financial
asset or the entity of financial assets that can be reliably estimated. Evidence of impairment

may include the following indicators:

changes in arrears or economic conditions that correlate with defaults)

Financial liabililies

Initial recognition and measurement

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

borrowin gs, plus d irectly attributable transaction costs.

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest method. Gains and losses are recognized in surplus

or deficit when the liabilities are derecognized as well as through the effective interest method

amortization 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 effective interest rate.
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Summary Of SigniJicant Accounting Policies (Continued)

0 Inventories

lnventory 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 of the 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:

of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

After initial recognition, inventory is measured at the lower of cost 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 of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course of operations of the Entity.

g) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past 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
of the amount of the obligation.

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

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

Co ntingent liabilit ies

The Entity does not recognize a contingent liability but discloses details of any contingencies
in the notes to the financial statements, unless the possibility of an outflow of resources
embodying economic benefits or service potential is remote.
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Summary Of Signiticant Accounting Policies (Continued)

Contingent assets

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

existence is contingent on the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Entity in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If 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 recognizedin the financial statements of the period in
which the change occurs.

h) Nature and purpose ofreserves

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

reserves maintained and appropriate policies adopted.

i) 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.

j) Employee benefits - Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined 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 to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods. The contributions to fund obligations for the
payment of retirement benefits are charged against income in the year in which they become

payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution 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 increased future

contributions on proportional basis to all participating employers. The contributions and lump
sum payments reduce the post-employment benefit obligation.

k) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange 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 reporting
of creditors at rates different from those at which they were initially recorded during the period,

are recognized as income or expenses in the period in which they arise.
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Summary Of Signi/icant Accounting Policies (Continued)

l) Borrowing costs

Borrowing costs are capitalized against qualifuing 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. Further borrowing costs are charged to the statement of
financial performance.

m) 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 directors, the
CEO and senior managers.

n) Cash and cash equivalents

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

o) Comparative figures

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

p) Events after the reporting period

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

q) Ultimate and Holding Entity

The entity is a County Public Fund established by Act (state the legislation establishing the
Fund) under the Ministry of . Its ultimate parent is the County Government of .

r) Currency

The financial statements are presented in Kenya Shillings (Kshs)

t7



Kirinyaga County Execulive Staff Mortgoge Scheme Fund
Annual Report and Financial Statements for the year ended June30r2022

Summary Of Signiticant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

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

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

of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.

State alljudgements, estimates and assumptions made e.g.

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 amounts of assets and liabilities within the next financial
year, are described below. The Entity based its assumptions and estimates on parameters

available when the consolidated financial statements were prepared. However, existing
circumstances and assumptions about future developments may change due to market changes

or circumstances arising beyond the control of the Entity. Such changes are reflected in the

assumptions when they occur. IPSAS I .140.

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

processes

c) Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note .

Provisions are measured at the management's best estimate ofthe expenditure required to settle

the obligation at the reporting date and are discounted to present value where the effect is
material.

(Include provisions applicable for your organisation e.g provisionfor bad debts, provisions of
obsolete stoclrs and how management estimates these provisions)
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6. Notes To The Financial Statements

1. Public contributions and donations

2. Transfers from County Government

3. Fines, penalties and other levies

(Provide brief explanationfor this revenue)

4. Interest income

Auxiliary interest of 332,028 received on 3l't Dec 2021

Notes to the Financial Statements Continued

Donation From Development Partners

Contributions From The Public

Total

Transfers From County Govt. -Operations 31,300,000

Payments By County On Behalf Of The Entity

Total 31,300,000

Late Payment Penalties

Fines

Total

Interest Income From Mortgage Loans 4,466,440 3,481,019

Interest Income From Car Loans

Interest Income From Investments

Interest Income On Bank Deposits

Total Interest Income 4,466,440 3,481,01 g
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5. Other income

Q,lB: All income should be classified as far as possible in the relevant classes and other
income should be used to recognise income not elsewhere classified).

6. Employee Costs

7. Use of Goods and Services

Insurance Recoveries

Income From Sale Of Tender Documents

Miscellaneous Income

Total Other Income

Salaries And Wages

Staff Gratuity

Staff Training Expenses

Social Security Contribution

Other (Specify)

Total

865,700 2,465,523General Office Expenses

Loan Processing Costs

290,000Professional Services Costs

986,000Administration Fees

Bank Charges 27,299

Electricity And Water Expenses

Fuel And Oil Costs

770,473Insurance Costs

Postage And Courier

Printing And Stationery

20
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Rental Costs

Security Costs

Telephone And Communication Expenses

Bank Charges

Auctioneer Fees 157,281

Provision For Doubtful Debts

Other (Specify)

Total 3,096,753 2,465,523

8. Depreciation and Amortization Expense

9. Finance costs

10. Gain/(loss) on disposal of assets

Property Plant and Equipment

Intangible Assets

Total

Interest On Bank Overdrafts

Interest On Loans From Banks

Total

Property, Plant And Equipment

Intangible Assets

Total
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Notes to the Financial Statements Continued
11. Cash and cash equivalents

Detailed analysis of the cash and cash equivalents are as follows:

Car Loan Account

18,252,542 16,882,855County Mortgage Account

Fixed Deposits Account

On - Call Deposits

Current Account

Others

16,882,855Total Cash And Cash Equivalents 18,252,542

a) Fixed Deposits Account

Kenya Commercial Bank

Equity Bank, Etc.

Sub- Total

b) On - Call Deposits

Kenya Commercial Bank

Equity Bank - Etc.

Sub- Total

c) Current Account

Kenya Commercial Bank

16,882,85518,252,542Bingwa sacco

Sub- Total

d) Others(Specify)

Cash In Transit

Cash In Hand

16,982,85518,252,542Sub- Total
18,252,542 16,882,855Grand Total

22



Kirinyaga County Executive Staff Mortgoge Scheme Fund
Annual Report and Financial Statements for the year ended June 30,2022 _

12. Receivables from exchange transactions

Additional disclosure on interest receivable

13. Prepayments

Current Receivables

Interest Receivable

Current Loan Repayments Due

Other Exchange Debtors

Less: Impairment Allowance 0 0
Total Current Receivables

Non-Cu rrent Receivables

Long Term Loan Repayments Due 160,341,997 134,493,877

Total Non- Current Receivables 160,341,997 134,493,877

Total Receivables From Exchange Transactions 160,341,997 134,493,877

Interest Receivable

Interest receivable from current portion of long-term loans of
prevlous years

Accrued interest receivable from of long-term loans of
previous years

Interest receivable from current portion of long-term loans
issued in the current year

Current loan repayments due

Current portion of long-term loans from previous years

Accrued principal from long-terms loans from previous
periods

Current portion of long-term loans issued in the current year

Prepaid Rent

Prepaid Insurance

Prepaid Electricity Costs

Other Prepayments (Specify)

Total
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14. Inventories

Consumable Stores

Spare Parts And Meters

Catering

Other Inventories (Specify)

Total Inventories At The Lower Of Cost And Net
Realizable Value
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Notes To The Financial Statements (Continued)

15. Property, plant and equipment

At I't Julv 2020

Additions

oDisposals 0 o
TransfersiAd i ustments o o 0
At 30th June 2021

At I't Julv 2021

Additions

oDisposals 0
oTransfer/Adiustments 0 0

At 30th Juae2022

Depreciation And Impairment

0At lst July 2020 0 0 0 0
Depreciation o 0 0 0 0

o 0Impairment

At 30th June 2021

At l't Julv 2021

0 o 0 0Depreciation

Disposals

o o oImpairment
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Transfer/Adiustment 0 o
At 30th June2022

Net Book Values

At 30th June 2021

At30th Jwe2022

26



Kirinyaga County Executive Staff Mortgage Scheme Fund
Annual Report and Financial Statements for the year ended Jane3012022

Notes To The Financial Statements (Continued)

16. Intangible assets

17. Trade and other payables from exchange transactions

18. Provisions

Cost

At Beginning 0f The Year

Additions

At End Of The Year

Amortization And Impairment
At Beginning 0f The Year

Amortization

At End 0f The Year

Impairment Loss

At End Of The Year

NBV

Trade Payables

Refundable Deposits

Accrued Expenses

Other Payables

Total Trade And Other Payables

Balance At The Beginning Of The Year
(1.07.2021)

Additional Provisions

Provision Utilised 0 0 0 0
Change Due To Discount And Time Value
For Money 0 0 0 0
Transfers From Non -Current Provisions

Balance At The End Of The Year
(30.06.2022)
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Notes To The Financial Statements (Continued)

19. Borrowings

The table below shows the classification of borrowings into external and domestic borrowings:

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

QttB: the total of this statement should tie to note l8 totals. Current portion of boruowings are

those borrowings that are payable within one year or the next financial year. Additional
disclosures on terms of borrowings, nature of borrowings, security and interest rates should
be disclosed)

Balance At Beginning of The Period

External Borrowings During the Year

Domestic Borrowings During the Year

0 0
Repayments Of External Borrowings During the
Period

0 0
Repayments Of Domestics Borowings During the
Period

Balance At End of The Period

External Borrowings

Dollar Denominated Loan From 'X Organisation'

Sterling Pound Denominated Loan From 'Y
Organisation'

Euro Denominated Loan from Z Organisation'

Domestic Borrowings

Kenya Shilling Loan From KCB

Kenya Shilling Loan from Barclays Bank

Kenya Shilling Loan from Consolidated Bank

Borrowings From Other Government Institutions

Total Balance at End Of The Year

Short Term Borrowings(Current Portion)

Long Term Borrowings

Total
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Notes To The Financial Statements (Continued)

20. Employee benelit obligations

21. Cash generated from operations

(The total of this statement should tie to the cash flow section on net cash flows from
operating activities)

Kshs Kshs Kshs Kshs Kshs
Current Benefit
Obligation
Non-Current
Benefit Oblieation
Total

Surplus/ (Deficit) For the Year Before Tax

Adjusted For:

Depreciation

Amortisation

Gains/ Losses On Disposal Of Assets 0 0
Interest Income 0 0
Finance Cost

Working Capital Adj ustments

Increase In Inventory 0 0
Increase In Receivables 0 0
Increase In Payables

Net Cash Flow From Operating Activities
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Other Disclosures

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) The County Government;
b) The Parent County Government Ministry;
c) Key management;
d) Board of Trustees; etc

b) Related party transactions

c) Key management remuneration

d) Due from related parties

Transfers From Related Parties'

Transfers To Related Parties

Board Of Trustees

Key Management Compensation

Total

Due From Parent Ministry

Due From County Government

Total
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Other Disclosures Continued

e) Due to related parties

23. Contingent assets and contingent liabilities

(Give details)

ended June 2022

Due To Parent Ministry

Due To County Government

Due To Key Management Personnel

Total

Court Case Against The Fund

Bank Guarantees

Total
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Other Disclosures Continued
24. Financial risk management

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 customers with an established credit history.

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

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits

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

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement 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 current
economic environment.

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

entity's maximum exposure to credit risk without taking account of the value of any

collateral obtained is made up as follows:

At 30 Jtne2022
Receivables From Exchange
Transactions

Receivables From Non-Exchange
Transactions

Bank Balances

Total

At 30 June 2021

Receivables From Exchange
Transactions

Receivables From Non Exchange
Transactions

Bank Balances

Total
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(NB: The totals column should tie to the individual elements of credit risk disclosed in the
entity's statement offinancial position)

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the entity has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due from x

The board of trustees sets the Fund's credit policies and objectives and lays down parameters
within which the various aspects of credit 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 short, medium and long-term funding and liquidity management requirements.
The entity manages liquidity risk through continuous monitoring of forecasts and actual cash
flows.

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within l2
months equal their carrying balances, as the impact of discounting is not significant.

At 30 June 2022

Trade Payables

Current Portion Of Borrowings

Provisions

Employee Benefit Obligation

Total

At 30 June 2021

Trade Payables

Current Portion Of Borrowings

Provisions

Employee Benefi t Obligation

Total

c) Market risk

JJ
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The board has put in place an internal 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 instruments. The objective of market risk management is to manage and

control market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management
Committee.

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 for the day-to-day implementation of those policies.

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

i. Foreign currency 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 foreign 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 carrying amount of the entity's foreign currency denominated monetary assets and

monetary liabilities at the end of the reporting period are as follows:

The Fund manages foreign exchange risk form future commercial transactions and
recognised assets and liabililies by projectingfor expected sales proceeds and matching the
same with expected payments.

At 30 June 2021

FinancialAssets

Investments

Cash

Debtors/ Receivables

Liabilities

Trade And Other Payables

Borrowings

Net Foreign Currency AsseV(Liability)
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Foreign currency sensitivity analysis

The following table demonstrates the effect on the Fund's statement of financial
performance on applying the sensitivity for a reasonable possible change in the exchange
rate of the three main transaction currencies, with all other variables held constant. The
reverse would also occur if the Kenya Shilling appreciated with all other variables held
constant.

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 entity'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 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 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. The analysis has been performed on the same basis as the
prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of comprehensive income if current floating interest rates increase/decrease by
one percentage point as a decrease/increase of KShs (2022: KShs ). A rate increase/decrease
of 5%o would result in a decrease/increase in profit before tax of KShs (2021 - KShs )

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 structure comprises of the following funds:

2022

Euro t0%

USD t0%

2021

Euro t0%

USD t0%
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Revaluation reserve

Revolving fund

Accumulated surplus

Total funds

Total borrowings

0 0Less: cash and bank balances

Net debt/(excess cash and cash

equivalents)

xxo/o xx%oGearing
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19. Progress On Follow Up Of Prior Year Auditor's Recommendations

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shown below with the associated time frame within which we expect
the issues to be resolved.

Guidonce Notes:

a) Use the same reference numbers as contained in the external audit report;

b) Obtain the "Issue/Observation" and "management comments", required above, from
final external audit report that is signed by Management;

c) Before approving the reporl, discuss the timeframe with the appointed Focal Point
persons wilhin your entity responsiblefor implementation of each issue;

d) Indicate the status of "Resolved" or "Not Resolved" by the date of submilting this
report to County Treasury.
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