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KISII COUNTY LOANS AND MORTGAG ES FUND

Statements for the Year ended 30 June 2022

Annual Report and

1. I(ey Entity Information and Management

a) Bachground information

Kisii county Loans and Mortgages Fund is estabrished by and derives its authority and

accountabitity from Section rro tZi oiin, t1l, *t,;il;7u1,*uury' 
2016' The Fu'd is

whotly owned by the county r*rrriir. of Kisii and is domiciled in Kenya'

The fund,s objective is to advance loans and mortgages to the county executive committee

members and employees of the County Government of Kisii'

b) PrinciPal Activities

The fundos objective is to advance Loans and mortgages to the county executive committee

members and employees of the County Government of Kisii'

c) fund Administration Committee

d) I(eY Management

ii

NameRef Chairperson

Mr. Moses Onderi
1 SecretarY

AumaOchengoWilfredMr2 Member
MabetaMr TimothY

5 Member
Mr. ChrisPnus Ibalai

4 Member

Mr. Vincent Ratemo
5 Member

Ondari OngechiDukeMr6

NameRef planningeconomlcandFinanceCEC-
Hon. Moses Onderi

1 CountY SecretarY
umumbaLMr2 Ser.ricesandFinanceOfficerChiefAumaOchengoMrJ Fund AccountantNIohn NyalajJ4
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Auditor General
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General
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KISII COUNTY LOANS AND MORTGAGES FUND
ncial Statements for the Year ended 30 June2022Annual Report and Fi4a

2. THE KISII COUNTY LOANS AND MORTGAGES FUND COMMITTEE

Name
Planning.Mr Moses Onderi s CEC the Finance and Economic

Prior to his appointment, he headed the department of Lands,

Hous ing and Physical Planning. He holds a Masters Degree ln

Education from University of Baroda, Bachelor of Education from

Karnatak University professional certificate ln participatory

monitoring, Evaluation and Impact Assessment from University of
wales Swansea and Higher Diploma ln Human Resource

Management.

Mr. Moses O. Onderi -
Chairperson.

Mr. Timothy Mabeta
Kambuni. -Member

CPA Timothy Mabeta Kambun I ls the acting Ch ef Officer ln the

o ffice of the Governor He previously served as Director of
Revenue and Director of Administration-Finance & Economic

Planning.

Prior to joining the County Government, he served as an Accounts

Assistant at the Institute of Advanced Technology (lAT) and

further as an Accountant at the Worldwide Fund for Nature

(WWF) before joining Bupo East Africa as Finance Manager' He

also worked at the Rainforest Alliance (RA) as Regional Finance

Manager East and Southern Africa. He is a member of the Institute

of Certified Public Accountants of Kenya(ICPAK), Institute of
Internal Auditors(llA) and ISACA

He holds a Master of Commerce degree from Strathmore

University and a Bachelor's degree in Actuarial Science from

University of Nairobi. He is a Certified Public Accountant (CPA)

and Certified Secretary (CS) finalist. He holds a Strategic

Leadership Development Course (SLDP), Senior Management

Course (SMC) and Project Planning and Management from the

Kenya School of Government.

Mr. Wilfred O. Auma-
Secretary

Mr. Wilfred O. Auma - CO Finance and Accounting senices

Mr. Wilfred Auma heads the Finance and Accounting Services as

a Chief Officer. Prior to his appointrnent, he headed the department

of Planning and Economic Development. He holds a Masters

Degree in Business Administration (Finance) from KisiiUniversity,
Baihelor of Commerce in Statistics, Accounting, Income Tar,

Business and from Devi

iv
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KISII COUNTY LOANS AND MORTGAGES FUND
Annual Report and Financial Statements for the year ended 30 June2022

Finance Officer.-Member
Mr. Chrispnus Ibalai- Chief MR. Chrispnus Ibalai is the Chief Finance Officer Born in 1979.

He holds MBA (Finance) and Bachelors of Commerce both from
The University of Nairobi. In addition he is CpA (K) and a
member of the Institute of Certified Public Accountant Kenya. He
has more than 15 years of experience in various fields of senior

Mr. Duke Ondari Ongechi-
Member

Mr. Duke Ondari Ongenchi is the Director Human Resource. He
was born in 1963 and holds Bachelor of Arts Degree from the

Nof biairo He has thanmore 3University m3years experience
human resource Inmatters. addition he memberls theof IHRM.

Mr.Vincent Ratemo-
Member.

Mr. Ratemo is the Secretary to the Public Service Board. He hold
MBA (Accounting) and BCOM(Accounting) both from Kisii
University. In addition he is CPAK and CPSK with both
memberships of the institutes. He has more than 15 year
experience in senior management positions.

v

AlhilyaVishwavidValaya, Indore and a Higher National Diplomt L
Finance Analysis from Indian Management Training and Research
Institute.

\
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KISII COUNTY LOANS AND MORTGAGES FUND
for the Year ended 30 June 2022

Annual RePort and Financial Statements

3. Management Team

andofDetailsName

Economic Planning

Mr.Moses Onderi heads the Finance and Economic

Planning. Prior to his appointment, he headed the

department of Lands, Housing and Physical

Planning. He holds a Masters Degree in Education

from University of Baroda, Bachelor of Education

from Karnatak University, professional certifi cate

in participatory monitoring, Evaluation and Impact

Assessment from University of Wales Swansea

and Higher Diploma in Human Resource

Management.

Until his appointment, he was working with CARE

international in Kenya as Human Resource

CEC rinance andMr. Moses O. Onderi -

Coordinator

Mr Patrick Lumumba- County Secretary and

Head of CountY Public Service

Mr Patrick Lumumba is the County Secretary and

Head of County Public Service' He previously

served as Chief Offrcer for Administration'

Corporate Services and Stakeholder Management in

the Kisii County Government' Prior to joining the

County Govemment, he worked in the Ministry of

Industrialization and Enterprise Development rising

to the level of Assistant Commissioner for

Cooperatives. He has wide experience in cooperative

development and management' He holds a Masters

Degree in Strategic Management from Kabarak

University, a Bachelors Degree in Public

Administration from Panjab University (India) and a

Diploma in Project & Agricultural Management in

Rural DeveloPment Projects.
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30 June 2022

Mr. Wilfred O. Auma - CO Finance and
Economic Planning

Mr. Wilfred Auma heads the Finance and
Accounting Services as a Chief Officer. prior to
his appointment, he headed the departnent of
Planning and Economic Development. He holds
a Masters Degree in Business Adminisnation
(Finance) from Kisii University, Bachelor of
Commerce in Statistics, Accounting, Income Ta:<,

Business Management and Auditing from Devi
AlhilyaVishwavidValaya, Indore and a Higher
National Diploma In Finance Analysis from Indian
Management Training and Research tnstitute.

Until his appointment, he was working with
Wakenya Pamoja Sacco Society Ltd as a
manager in Business Growth Development.

Mr. John NyalajiNyandanyi
Mr. Nyandanyi was born on lOth November,1974.
He holds a Bachelor of Commerce degree in
Finance. Further, he is a holder of CpA (K) and
CPS (K). He has over 25 years working experience
in Treasury Accounts department. He is currently
the Deputy Chief Finance Officer.
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KISII COUNTY LOANS AND MORTGAGES FUND
ended 30 Jtne2022

Annual RePort and Financial Statements for the Year

4. KISII COUNTY LOANS AND MORTGAGES FUND COMMITTEE

CHAIRPERSON'S REPORT

The Kisii County Loans and Mortgages Fund was established in the financial year 201512016'The

principal objective was to advance loans and mortgage to executive committee members and also

to the county emPloYees. The fund has since been rolled in the financial year 201812019' Since

inception, some of the keY management team have changed office due to exPiry of their term in

office. Our banker Chase bank was later acquired bY SBM' We are confident that with the new

team is committed to service delivery, the fund's objective will be met

Mr. O. Onderi

CECM Finance & Economic Planning-Chairperson

vill
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5. Report of

The Kisii
The principal
and also to
2018/2019. s
expiry of their
confident that
will be met.

LOANS AND MORTGAGES F'UND
Financial Statements for ended 30 June 2022

Name: Wilfred

Fund

Fund Administrator

Loans and mortgages Fund was established in the financial year 2olsl2ol6.
was to advance loans and mortgage to executive committee members

county employees. The fund has since been rolled in the financial year
inception, some of the key management team have changed oflice due to

in office. our banker chase bank was later acquired by sBM. we are
the new team which is committed to service delivery, the fund,s objective

Auma

ix
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KISII COUNTY LOANS AND MORTGAGES FUND

Kisii County executive had not provided a budgetary provision for Kisii Loans and Mortgages

fund for the financial year 2021'2022'

However, the management committee had provided budgetary provision based on interest

[:TJ|'J: objective is to advance loans to qualified applicants from the Executive committee

Members and CountY emPloYee'

During the financial year however, the fund's budget suffered a budget constrained' COVID-,,

pandemic, low late of loans and mortgage applicants, posing major challenges for the administrator

to fully implement the fund's objects'

Progress on attainment of Strategic development objectives

Annual rt and Financial Statements for the ended 30 June 2022

6. Statement of Performance Against the county Fund's Predetermined objectives

Introduction

Program Objective Outcome Indicator Performance

Kisii
county
Loans and

mortgages
Fund

To advance
loans to
Executive
committee
member and
county
employee

Determining the

increased number of
applicants who
desire to benefit
from the funds kittY.

The percentage of
applicants who
have an interest of
loans to be

advanced to him or
her

KisiiCountY
loans and
Mortgages
continued to
receive loan
recoveries from
the beneficiaries
during the Year
and there was no

loan apPlicants
received.

x



KISII COUNTY LOANS AND MORTGAGES FUND
Annual Report and Financial Statements for the year ended 30 June2022

7. Corporate Governance Statement

The roles and function of the Administration Committee members are set out in the public
Finance Management (Kisii County Loans and Mortgage Fund) Regulation 2015, Section 9.
These includes
(a) to make recommendations with respect to the conditions under which a loan or a mortgage

shall be granted or repaid under these regulations;

(b) to formulate sound policies for regulating the management of the Fund;

(d) to receive any gifts, donations, grants or endowments made to Fund and to make legitimate
disbursements there from;

(e) to establish links with financial institutions for the furtherance of the purposes for which the
Fund is established

(f) to grant loans and mortgages, as the Committee may deem fit to eligible applicants upon
recommendation of the Appraisal Committee;

G) to consider appeals from any applicant against any decision of the Loans Appraisal Fund
Committee; and

(h) to perform and exercise all other functions and powers confemed to the Committee by these
Regulations or any other law.

xi

(c) to raise and solicit for funds and other assistance to promote the functions of the
Committee;



KISII COUNTY LOANS AND MORTGAGES FI'TND

Annual RePort Financial Statements for the ended 30 June 2022
and

8. Management Discussion and Analysis

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

accountability from Section Ll6 (2) of the PFM Act, 2012 on TftJanuary, 2016' The Fund is

whollyownedbytheCountyExecutiveofKisiiandisdomiciledinKenya.Duringthe
financialyeartheKisiicountyexecutivehadnotprovidedbudgetaryallocationtoKisiiCounty
Loans and Mortgage fund. However, the management committee had provided budgetary

provision based on interest projection' . Lt. - --.--+.. ^.,^^,.+i.
The fund,s objective is to advance loans and mortgages to the county executive committee

members and employees of the County Government of Kisii'

The Kisii county Loans and Mortgages Fund prepare and submits it financiar statement yearly

to statutorY bodies on time'

Duringthefinancialyearhowever,thefund'sbudgetsufferedabudgetconstrained'covlD-
19 pandemic, Iow late of loans and mortgage applicants, posing major challenges for the

Administrator to fully implement the fund's objects

xll



KISII COUNTY LOANS AND MORTGAGES FUND
Annual Report and Financial Statements for the year ended 30 June2022

9. Environmental and Sustainabitity Reporting

1. Sustainability strategy and profile
Kisii County Loans and Mortgages Fund is established by and derives its authority and
accountability from Section 116 (2) of the PFM Act, 2012 on TftJanuary, 21l6.The Fund is wholly
owned by the County Executive of Kisii and is domiciled in Kenya and it's a going concern fund.
During the financial year the Kisii county executive had not provided budgetary allocation to Kisii
County Loans and Mortgage Fund
The fund's objective is to advance loans and mortgages to the county executive committee
members and employees of the County Govemment of Kisii.

During the financial year however, the fund's budget suffered a budget constrained, COVID-I9
pandemic, low late of loans and mortgage applicants, posing major challenges for the
Administrator to fully implement the fund,s objects

2. Employee welfare
The Kisii County Executive provides an opportunity to Executive committee members and
employees through the Kisii county Loans and Mortgage fund regulation 2015 to access car loans
and mortgages.

xiii



KISII COUNTY LOANS AND MORTGAGES FUND

Annual Report and Financial Statements for the Year ended 30 June 2022

10. Report of the Fund Administration Committee

The Kisii Loans and Mortgage Fund Administrator, prepares and submit the report together with

the audited financial statements for the year ended June 30, 2022, to the statutory bodies on time'

This provides timely information which shows the state of the Fund affairs'

Principal activities

The principal activities of the Fund are to advance car loans and mortgage loans to the county

executive committee members and employees of the county Government of Kisii'

Results

The results ofthe Fund for the year ended June 30, 2022 are set out on page I to 23

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article

22goftheConstitutionofKenyaandthePublicAuditAct2015toaudittheKisiiCounty
Executive Loans and Mortgages Fund for the year ended 30th June 2022'

xiv



KISII COUNTY LOANS AND MORTGAGES FUND

Annual Report and Financial Statements for the year ended 30 June 2022

11. Statement of Management's Responsibilities

Section 167 of the Public Finance Management Act, 2012 tequires that, at the end of each

financial year, the Administrator of KisiiCounty Loans and Mortgages Fund established by

Section lir) or the public Finance (Kisii County Loans and Mortgages Fund) Regulations,

2015 shali prepare financial statements for the Fund in accordance with the standards and

formats preicribed by the Public Sector Accounting Standards Board.

The Administrator of the Kisii County Loans and Mortgages Fund is responsible for the

preparation and presentation of the Fund's financial statements, which give atrue and fairview

of ifr" state of aifairs 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 anangements

and ensuring tirat these tontinue to be effective throughout the reporting period; (ii) maintaining

proper acco-unting records, which disclose with reasonable accuracy at any time the financial

porition of the Frind; (iii) designing, implementing and maintaining intemal controls relevant to

ihe preparation and iuir prrr.ntution ofitre financial statements, and ensuring that they are free

from material misstatemlnts, 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 Kisii County Loans and Mortgages Fund accepts responsibility for the

Fund,s financial statements, which have been prepared using appropriate accounting policios

supported by reasonable and prudent judgementi and estimates, in conformity with Intemational

public Sector Accounting Standards [fSeS;, and in the manner required by the PFM Act, 2012

and Section 116 (7). tne edministrator of the Fund is of the opinion that the Fund's financial

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

ended JunJ3g, 2022, 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 ireparation of the Fund's financial statements as well as the adequacy of
the systems of internal financial control.

In preparing the financial statements, the Administrator of the Fund has assessed the Fund's

abiiityto co--ntinue as a going concern and disclosed, as applicable, matters relating to the use of

going concern basis of freparation of the financial statements. Nothing has come to the attention

of tf" 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
ftre fund's financial statements were approved by the Board on

signed on its betplf bY:

(ftr

$ 2022 md

Wilfred Ochengo Auma
Administrator of the Kisii county Loans and Mortgages Fund

xv



Telephone: +254-(zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFlCE OF THE AUDITOR-GENERAI

Enhancing Accountability

H

P.O. Box 30

REPORT OF THE AUDITOR.GENERAL ON KISII COUNTY LOANS AND
MORTGAGES 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 the 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.

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kisii County Loans and
Mortgages Fund set out on pages 1 to 23, which comprise of the statement of financial
position as at 30 June, 2022 and the statement of financial performance, statement of
changes in net assets, statement of cash flows and the statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting

Report of the Auditor-General on Kisii County Loans and Mortgages Fundfor the year ended 30 June, 2022

Anniversary
Monrovia
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policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kisii County Loans and Mortgages 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
comply with the Public Finance (Kisii County Loans and Mortgage Fund) Regulations,
2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

Unconfirmed Cash and Cash Equivalents Balance

The statement of financial position reflects cash and cash equivalents balance of
Kshs.41 ,764,892 which includes an amount of Kshs.7,250,000 transferred from a local
bank to the Kenya Deposit lnsurance Corporation. 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 the 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, available information indicates 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. Out of this amount, Kshs.500,000 was paid to the Fund on
6 December,2022 after lodging a claim of the Kshs.7,250,000. However, no confirmation
from KDIC to support the transfer was provided and no clear timelines on when the
balance of Kshs.6,750,000 would be accessible for lending to the Funds' beneficiaries.

ln the circumstances, the accuracy and existence of the amount of Kshs.7,250,000 and
the reported balance of Kshs.41 ,764,892 as at 30 June, 2022 could not be confirmed.

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 !SSAI 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. ! believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Report of the Auditor-General on Kisii County Loans qnd Mortgoges Fundfor the year ended 30 June, 2022
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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.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matters described in the Basis for Conclusion on Lawfulness 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 laMully and in an effective way.

Basis for Conclusion

1. Kisii County Loans and Mortgages Fund Regulations

During the year under review, the County Loans and Mortgages Fund did not seek
Exchequer funding from the County Government as the Controller of Budget would not
authorize withdrawal of such funds. This is because, the Public Finance (Kisii County Car
Loans and Mortgages Fund) Regulations, 2015 were in conflict with the Constitution,
Public Finance Management Act, 2012 and Salaries and Remuneration Commission Act,
2012. Review of the status in the financial year 202112022 revealed that the Regulations
were yet to be harmonized as follows:

i. The regulations were not published in the Kenya gazette as required by the
constitution.

ii. The Regulations do not provide for the procedures to be followed in winding up the
Fund as required under the Section 116 (5) and (6) of the Public Finance
Management Act, 2012.

iii. The Regulations do not provide for the maximum duration of the loan/ mortgage.

iv. The Regulations do not provide for the interest rates for the loan and mortgage.

v. The Regulations fail to provide for the maximum disbursement for the different
cadres of staff.

VI Regulation 20(3X0 of the Public Finance (Kisii County Loan and Mortgage Fund) i

Regulations, 2015 provide that the security may be a logbook; a title deed; a share
certificate; a life insurance policy, a chattels mortgage of machinery or other
movable property or guarantee for guarantors. This is contrary to the SRC
guidelines which require that the Security should be a lien on the motor vehicle or
a charge on the property being purchased.

Report of the Auditor-General on Kisii County Loans and Mortgages Fundfor the year ended 30 June, 2022
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vii. The Regulations do not provide for the capping of the administrative expenses at
3% as required under Regulation 197(1)(d) of the Public Finance Management
(County Government) Regulations, 2015.

ln the circumstances, the Fund may not achieve its intended objectives.

2. Failure by Borrowers to Repay Loans on Time

The statement of financial position reflects long term receivables from exchange
transactions balance of Kshs.3,235,108 in respect of unsettled loans which were overdue.
This is contrary to Clause (d) of the County Fund Scheme Administration Agreement
between Kisii County Government and Chase Bank Kenya Limited in receivership on
Member's Car and Mortgage Fund Scheme, which requires all loans advanced under the
scheme to be fully settled by 31 May, 2022.

ln the circumstance, the Management was in breach of the County Fund Scheme
Ad ministration Ag reement.

3. Failure to Maintain a Check-Off System for Loan Deductions

Audit review revealed that Kisii County Executive did not implement a salary check off
system for loan recoveries. As a result, deductions amounting to Kshs.12,698,284 which
comprises principal repayment and interest for the year under review were not remitted
through the Executive's payroll system. lnstead, the loan repayments were managed from
the Bank, contrary to Clause 4.3 of the County Fund Scheme Administration Agreement,
which requires Kisii County Government to manage the check off system and deduct all
loan repayments and interest from the loanees as shall be advised by Chase Bank from
time to time.

ln the circumstance, the Management was in breach of the County Fund Scheme
Administration Agreement and therefore the chances of loan defaults may increase.

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(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overallgovernance 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 processes
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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 Gharged with Governance

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

ln preparing the financial statements, l/lanagement is responsible for assessing the
Fund's ability to sustain 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.

l/anagement 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, l\Ianagement is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Aud itor-General's Responsi bi I ities for the Aud it

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
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compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and 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. i

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are 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
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

. 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 sustain its services. lf I conclude that a material uncertainty exists, I am
required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to 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.

Report of the Auditor-General on Kisii County Loans and Mortgages Fundfor the year ended 30 June, 2022

6



a

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

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

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

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

CPA CBS
AUDITOR.GENERAL

Nairobi

31 March,2023
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KISII COUNTY LOANS AND MORTGAGES FUND
ended 30 June 2022

Annual and F'inancial Statements for the Year

14. Statement of Financial Position As At 30 June 2022

The accounting policies and explanatory notes to these financial statements tt*-T,ift*t 
Eil

of the financial Uuaur.",r. ffrJ.ntity financial statements were approved on B

and signed bY:

&,
Name: Wilfred Ochengo Auma

Administrator of the Fund

Name: John N. NyandanYi

Fund Accountant

ICPAK Member Number: 13733

2

2020-20212021-2022Note
KshsKshs

Assets

Current Assets 29 6l4l 764 892Ĵ
Cash and Cash 4l
Total

Non-Current Assets l55 1084
Term Receivables from

3
Total No Assets

Total Assets

Net Assets
45

Fund

Reserves

Accumulated

Total Net Assets

Report



KISII COUNTY LOANS AND MORTGAGE F'UND
Annual Report and Financial Statements for the yea r ended 30 June2022

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

The notes set out on pages 17 to l8 form an integral part of these Financial statements

Name: Wilfred Ochengo Auma
Administrator of the Fund

Name: John N. Nyandanyi
Fund Accountant
ICPAK Member Number:13733

Note 2021-2022 2020-2021

Kshs Kshs
Revenue From Exchange Transactions

Interest Income I 295,044 674,lgg
Total Revenue 295,044 674,199
Expenses

Use of goods and services 2 295,044 674,lgg
Total Expenses 295,044 674,tgg
Surplus(Deficit) For The period

I



KISII COUNTY LOANS AND MORTGAGE T'UND
Annual Report and Financial Statements for the year ended 30 June 2022

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

Revolving
Fund

Revaluation

Resene
Accumulated
surplus Total

Kshs Kshs Kshs

Balance As At I July 2020 45,000,000 45,000,000

Surplus(Deficit) For the
Period

Funds Received During the
Year

Transfers

Balance As At 30 June 2021 45,000,000 45,000,000

Balance As At I July 2021 45,000,000 45,000,000

Surplus/(Defi cit) For the
Period

Funds Received During the
Year

Transfers

Revaluation Gain

45,000,000 45,000,000

Name: Wilfred Ochengo Auma
Administrator of the Fund

Name: John N. Nyandanyi
Fund Accountant

ICPAK Member Number: 13733

J

I

Revaluation Gain

Balance As At 30 June2022

d* I



KISII COUNTY LOANS AND MORTGAGE FUND
ments for the Year ended 30 June 2022

Annual Report and Financial State

16. Statement of cash Flows For The Year Ended 30 June 2022

\

Name: Wilfred Ochengo Auma

Administrator of the Fund

Name: John N. NYandanYi

Fund Accountant

ICPAK Member Number: 13733

2020-20212021-2022Note
KshsKshs

Cash flows from ting activities

Receipts
674,199295,0441Interest received/Income
674,199295,044Total

Payments
674,199295,0442Use of Goods and Services
674,199295,044

Total Payments

Net cash flows from activities

Cash flows from activities
12,554,48512,403,2405

Proceeds from loan PrinciPal repayments

Loan disbursements Paid out
12,554,48512,403,240

Net cash flows used in investing activities

12,544,48512,4031240
Net increase/(decrease) in cash & cash

Equivalents
16,807,16729,361,652J

Cash and cash equivalents at 1 July
29,361,65241,764,8923Cash and cash uivalents at 30 June

4



KISII COUNTY LOANS AND MORTGAGE FUND
Annual Report and Financial Statements for the r ended 30 June2022

17. Statement Of Comparison Of Budget And Actual Amounts For The Year Ended 30 June 2022

Budget notes

1. Kisii County Executive had no budgetary provision for Kisii County Loans and Mortgage Fund for the FY202l-2022

2. Kisii County Loans and Mortgage Fund committee had approved budget of Kshs 300,000 for the FY202l-2022

5

0riginal
budget Adjustments Final budget

Actual on
comparable
basis

Performance
difference 7o Utilisation

2022 2022 2022 2022 2022 2022

Revenue Kshs Kshs Kshs Kshs Kshs

Public Contributions And
Donations

Transfers From County Govt.

Interest Income 300.000 300.000 295,044 4,956 98

Other Income

Total Income 300,000 300,000 295,044 4,956 98

Expenses

Use of goods and Services 300,000 300,000 295.044 4,956 98

General Expenses

Finance Cost

Total Expenditure 300,000 300,000 295,044 4,956 98

Surplus For The Period



KISII COUNTY LOANS AND MORTGAGES FUND
Annual Report and Financial Statements for the year ended 30 June 2022

18. Notes to the Financial Statements

1. General Information

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

accountability from Section ll6 (2) of the PFM Act, 2012 on 7tl'January,20l6. 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 mortgages to the county executive committee
members and ernployees of the County Covernment of Kisii.

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 all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using 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. 'l'he deferral was

set for I't January 2023.

(ii) New and amended standards and interpretations in issue but not yet effective in the
r ended 30 June 2022

6

Stzrndard Effective date and impact:

Applicable: 1't January 2023:

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

reporting of financial assets and liabilities that will present relevant

and useful inforrnation 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

Instrurnents



KISII COUNTY LOAI\S AND MORTGAGES T'UNI)
Annual Report and F'inancial statements for the year ended 30 June2022

Standard Effective date and impact:

. Applying a single forward-looking expected credit loss

model that is applicable to all financiar instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the guidance.

The model develops a strong link between an Entity,s risk
management strategies and the accounting treatment for
instruments held as part of the risk management strategy.

. Applying a single classification and measurement model for

IPSAS 42: Social

Benefits 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.

Applicable: I January 2023

Amendments to

Other IPSAS

resulting from IPSAS

41, Financial

Instruments

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

components of borrowing costs which were inadvertently

omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

Applicable: lst January 20232

7

financial assets that considers the characteristics ofthe asset,s

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



KISII COUNTY LOANS AI\D MORTGAGES FUND

;;;"iR.p"rt and Financial Statements for the ]ear '
ended 30 June 2022

Effective date and imPact:
Standard

when IPSAS 41 was issued'

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

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 41 was issued'

AmendmentstoIPSAS33,toupdatetheguidanceonclassifying

financial instruments on initial adoption of accrual basis IPsAS

which were inadvertently omiued when IPSAS 4l was issued'

omittedinadvertentlYrisk which werehedging and credit

IPSAS 22 Disctosure of Financial Information about the

Government Sector'

AmendmentstorefertothelatestSystemofNationalAccounts(SNA

2008).

o /PS;4S 39: EmPloYee Benefits

Nowdeletesthetermcompositesocialsecuritybenefitsasitisno

instruments: Recognition and

Standardnolongerincludedinthe202lIPSAShandbookasitisnow

superseded by IpSAS 41 which is applicable from l't January 2023'

TanuarY 2023Applicable

a
General

longer defined in IPSAS'

o IPSAS 29t Financial

Measurement

Other imProvements

to IPSAS

presentation,anddisclosureofleases'Theobjectiveistoensurethat

lessees and lessors provide relevant information in a manner that

faithfullyrepresentsthosetransactions.Thisinformationgivesabasis

forusersoffinancialstatementstoassesstheeffectthatleaseshave

on the financial position, financial performance and cashflows of an

EntitY.

The new standard requires entities to recognise, measure and present

gnition,

J202,Jan uaryApplicable
measurement,recothefortheout principlessetsstandardThe

information on right of use assets and lease liabilities

IPSAS 43

8



KISII LOANS AND MORTGAGES T'UND
Annual and f inancial statements for the year ended 30 June2022

Standard Effective date and impact:

IPSAS 44: N

Current Assets

for Sale and

Discontinued

Operations

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 financial performance.

Applicable January 2025

9
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Revenuesfromnon-exchangetransactionswithothergovernmententitiesaremeasuredatfair
value and recognized on obtaining "orr,J 

oi ti" "ttti 
(cash' loods' seryices and property) if

the transfer is free from conditions "i; 
L prouuur" irrl trre economic benefits or servrce

potential related to the asset will flow,o ,iit"ntitv and can be measured reliably'

KISII COUNTY LOANS AND MORTGAGES FUND

AnnualReportandFinancialstatementsfortheyearended30June2022

3. Significant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactions

Transfers from other government entities

ii. Revenue from exchange transactions

Interest income

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

estimated future cash receipts through.;i;;.r*t"d lf: & the financial asset to that asset's

net carrying *o.rrri.'ii"-ri",r,oa "p-pri"t 
tt'i' vi"ra to the principal outstanding to determine

interest income each Period'

?r.'":[fi:i*J#i'rTr", y 2ozt-zo.zz wasapproved bv the countv Assemblv on 30th June,

2[2r.subsequent r"riio* or additionui upp.ir.iations were made io the approved budget in

accordance with specific approvals from it" upp'op'iut" '*:l^t::-tj-Int 
additional

appropriations are ;il; to tire originui brdget by ihe e.ltity upon receiving the respective

approvals in ora.rll-.oo.t.,a. ,h.-fi;"il;;"t' nccordingly' the Fund had no budgetary

provision to be recori"O .ra *y aaOitionaiapiropriations during the FY 2021-2022

Theentity'sbudgetispreparedona.differentbasistotheactualincomeandexpenditure
disclosed in the rrr"iriii Jtatements. rhe financial statements are prepared on accrual basis

using a classificu,i* Uurrd on the nature of expenses in the statement of financial

performanc., *t.r.i, ttre Uudget * pr.ffi on-u tu'h,basis' The amounts in the financial

statements were recast from trre acciiar basis to the. cash lit::*-reclassified 
by

presentatior,o u.'in-ii.-r*. uuri, uri[. uppror"a budget' A colnarlson of budget and

actual amounts, prepared on a compurulft Uasis to the appived budget' is then presented in

,t.--.tut *"nt oicomparison 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 #".htifrcation schemes adopted for the presentation of

the financial statements and the approved budget'

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

of comparison of budget and actual u*ot'nt' and the *t*rt as per the statement of financial

performanc" r,* iirG-*,.d *d; s;;* loz of the public Finance Management Act,

)0tZ of tt.se financial statements'

10



KISII COUNTY LOANS AND MORTGAGES FUND
Annual Report and Financial Statements for the year ended 30 June2022

Summary of Significant Accounting 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 oi
the items. When significant parts of property, plant and equlpment *, ,rqrir.d to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewiie, 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 mainienance costs ui. ,.rognized 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 exchJnge.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Intemally generated intangible assets,
excluding capitalized development costs, are not capitalized -i'"*p"nditure 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.

a) Financialinstruments

Financial 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, loansand receivables, held-to-maturity investments or available-for--sale hnancial assets, asappropriate. The Entity determines the classification of its financial assets at initial
recognition.

Loans and receivables

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

11



KISII COUNTY LOANS AND MORTGAGES FUND

AnnualReportanilFinancialstatementsfortheyearended30June2022

Summary of Significant Accounting Policies (Continued)

Non.derivativefinancialassetswithfixedordeterminablepavmentsandfixedmaturitiesare
classified as held to maturiry when tn. Llritv i;;th; poritiu. intention and abilitv to hold it

to maturity. After initial *"u.ur".#i'^ilriJ-,o-,,utyritv investments .are 
measured at

amortized cost using the effectir" il;.rt-;;;, i.ss impairment' Amortized cost is

calculated by taking into accounl uny discount or premium on-acquisition and fees or costs

that are an integral part of the effectiv;il;;;i ,utr. rnr losses arising from impairment are

recognized in surPlus or deficit'

Impairment of financial assets

TheEntityassessesateachreportingdatewhetherthereisobjectiveevidencethatafinancial
asset or a entity 

"f 
il;;;l assets it i*pa,ta' e 11ai9ial 

asset or a entity of financial assets

is deemed to be impaired if, and only iil,fr.it " obj::t'.ut evidence of impairment as a result

of one or more events that has o"r*..i after the initiat recognition 
^of 

the asset (an incurred

'loss event') and tft ior. event t'u' * i'npact -on 
the estiirated future cash flows of the

financial asset or the entity of financili ffi,r that can be reliably estimated' Evidence of

i-puit..nt may include the following indicators:

changesin*"."oreconomicconditionsthatcorrelatewithdefaults)

Held-to-maturitY

Financial liabilities

Initial recognition and measurement

Loans and borrowing

Financiar liabilities within the scope of IpsAS 29 ue classified as financial liabilities at fair

value through surplus or deficif o, io*' *O borrowings' as appfopriate' The Entity

determines the classi-fication of its financial liabilities at initial recognition'

A[ financiar riabilities are recognized initially at fair varue and, in the case of loans and

il;;Gt; plus directly attributable transaction co sts'

After initial recognition, interest bearing loans and to.nowile.s are subseQuently measured at

amortized cost using the effectiv, intrr.'ri'n'thod' Gain' *d lo"ts are recognized in surplus

or deficit when tni ri-uuirities are d;;;;;i;; t; wefl 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 ,rrut *. un integral pirt of the effective interest rate'

t2



KISII COUNTY LOANS AND MORTGAGES f,'UND
Annual Report and Financial Statements for the year ended 30 June2022

Summary of Significant Accounting policies (Continued/

b) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost 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'exctudin!
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 fora nominal charge, that class of inventory iJ 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 expens.e when deployed for utilization or consumption in the
ordinary course of operations of the Entity.

c) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as aresult of a past event, it is probable that an 
-outflow 

of iesources- embodying economic
benefits or service potential will be required to settle the obligatio, *j u itiuUt, 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.

Contingent liabilities

The Entity does not 
rycosnizg a contingent liability but discloses details of any contingencies

in the notes to the financial statemenis, unless ihe possibility of an outfil; of resources
embodying economic benefits or seryice potential is rernote.
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KISII COUNTY LOANS AND MORTGAGES FUND

AnnualReportandFinaneialstatementsfortheyearended30June2022

Summary of Significant Accounting Policies (Continued)

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

whose existence is contingent on the occ''"renc" or non-occulTence Of one or more uncertain

future events not wholly within,t,.*rJ"itrr. Bntitv in the notes.to the financial

statements. Contingent assets *. u"!]tJ continually to ensure that developments are

appropriaterv ,.n."ili'ifi;"' d;;J tt"it"L"t' If it has become virtuallv certain that an

inflow of economtc benefits o, ,"rui.l';;;;;t1;i *itt *i" and the asset's value can be

measured reliabry, il;r;;d the rerated revenue are recognized in the financiar statements

of the period in which the change occurs'

Contingent assets

d) Nature and PurPose ofreserves

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

e) Changes in accounting policies and estimates

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

of changes in accounting policy *. ;;pli; p'L'pt"tiu"iy if retrosptctive application is

impractical.

0 Employee benefits - Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution

plans are post-.*plo;;; b..efit pranrunder whictr an entity pays fixed contributions into a

separate entity r" i,iraj-"ra wifl-have no regar or .onst-ttive obrigation to pay further

contribution, irtr," iund Jo.. no, hold sufficielnt assets to pay all employ-ee benefits relating

to employe. s.rvic"^ii, th, .ro.nt una p'ioi-p-ttioas li.c,tintiibutioni 
to fund obligations for

the payment of ,.iir...nt benefits u.'. ,t'u'g'd against income in the year in which they

become PaYable'

Defined benefit plans are post_employment benefit prans other than defined-contribution

plans. The defineJ u"n"nt funds ur""u'.'ii*t;il;,i{ tri-annua,y on the projected unit

credit method t"ri..-'o.ii.ii, ia.ntifiJ;;-';covered through lump sum payments or

increased future contributions on r.n"ni'ryr basjs to ar p-uttitiputj"g. employers' The

contributions and lump sum payments r.du.. the post-employmint benefit obligation'

g) Foreign currency transactions

Transactions in foreign currencies are initially accounted.for at the ruling rate of exchange on

the date of the trurrri"tiorr. Trade .;;;;-;t d'btott denominated in foreign currency are

reported at the u"i"*"* "rfinancial;;tttil;tpotti'g 
date by applying the-exchange rate on

that date. Exchange differences *irinl iroir'.*.+#nioi"ridittrs, or from the reporting

of creditors at rates different rro* tior. at which they were initia[y recorded during the

period, are recognized as income o, .*^i*r.r in the period in which they arise'
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Summary of Significant Accounting policies (Continued)

h) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalir.i ourr the period aurinf wfrich the asset is
being acquired or constructed and bonowings have been incuned. Capitiization ceases when
construction of the asset is complete. Further bonowing costs are charged to the statement of
financial performance.

i) Related parties

Jty !1titr regards a related party as a person or an entity with the ability to exert controlindividually or jointly, or to exercise significant influence over the Entily, or vice versa.
\Ielberg of key management are regarded as related parties and comprir" irr" directors, the
CEO and senior managers.

j) 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 arereadily convertible to known amounts of cash and are subiect to insignificant risk of changesin value. Bank account balances include amounts held at the Central Bank of Kenya and atvarious 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 of the financial year.

k) Comparative figures

Wherg necessary comparative figures for the previous financial year have been amended orreconfigured to conform to the required changei in presentation.

I) Events after the reporting period

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

m) Ultimate and Holding Entity

The Kisii county Loans- and Mortgage ryq is a County Public Fund established by pFM Act,
2012 section ll5(2) under the Ministry of finance and Lconomic planning. Its ultimate parent'
is the County Government of Kisii.

n) Currency

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

l5
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Summary Of Significant Accounting Policies (Continued)

5. Signilicant judgments and sources of estimation uncertainty

ThepreparationoftheEntity,sfinancialstatementsinconformitywithIPSASrequires
management to makel"ag*.ti", estimates 

"na ""u-ptions 
that affect the reported amounts

of revenues, .*p.nr.r, assets ana riauiliies, ,ra it . disclosure of contingent liabilities, at the

end of the reporting period. uo*.u.r,- i*et'uintv aboul these assumptions and estimates

could result in outcomes that require a materiar adjustment to the canying amount of the asset

or liability affected in future periods'

State all judgements, estimates and assumptions made e'g'

a) Estimates and assumptions - The key assumptions concerning the future and other key

sources of estimatior rrr""rtainty at the *p"r,i.rg ar", that have a significant risk of causing a

materiar adjustment to the carrying "-#;;i"ssets 
and riabilities-within the next financial

year, are describei |.b*. rfre dntity U*ta its assumptions and estimates on parameters

availablewhentheconsolidatedfinancialstatementsweleprepared.However'existing
circumstances and assumption, uUo,t-]ut"e developments ma-y chalge due to market

changes o. cir",rmst*r", arising U"yona it'" to't'ot ofitre Entity' Such changes are reflected

in tfrJ*tu*ptions when they occur' IPSAS l'140'

b) Useful lives and residual values

The usefur rives and residual varues of assets are assessed using the following indicators to

itii.^ p""ntial future use and value from disposal:

processes

c) Provisions

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

available.

provisions afe measured at the managemelt s be.1t estimate of the expenditure required to

settle the obligation at the reporting a"i. *a are discount.J to pr*.nt varue where the effect

is material.
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Note: The current year interest of Kshs 295,044 is interest charged from lonees for mortgage
and car loans advanced.

2. Use of Goods and Seruices

3. Cash and cash equivalents

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

4. Receivables from exchange transactions

KISII COUNTY LOANS AND MORTGAGES FTJND
Annual Report and Financial statements for the year ended 30 June2022

6. Notes To The Financial Statements

1. Interest income

Description 2021-2022 2020-2021

Kshs trtuhs

lnterest Income From Mortgages and car Loans 295,044 674,lgg
Total Interest Income 295,044 674,lgg

Description 202y22 2020t21

Kshs. Ituhs.
Bank and Administration Fees 295,044 674,lgg
Total 295,044 674,199

Description 2021-2022 2020-2021

Kshs IGhs
Kisii County Loans and Mortgage Fund Account 41,764,992 29,361,562
Total Cash And Cash Equivalents 41,7641992 2913611562

2021-2022 2020-2021
Financial Institution Account number Kshs Kshs

Current Account
SBM Bank 02s2322396001 41,764,992 29,361,562
Sub- Total 411764,992 29,361,562

2021-2022 2020-2021

Kshs Ifths
Non-Current Receivables

Term Loan Due from beneficiaries 3,235,109 15,63
Total Non- Current Receivables

TransactionsTotal Receivables From 08 I

t7
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KISI COUNTY LOANS AND MORTGAGES FUND

AnnualReportandFinancialStatementsfortheyearendedJune30,2022

Notes To The Financial Statements (Continued)

5. Loan RePaYment

2020120212021-2022
Loan Ref. 7 98 897
025PULM 17000I 824 I 137 131I 172

TELS 8344000 1I025
1 179 496

025TELS 000 I9I I 19 l5 315
025TELS 86000 I9 1I 994 68

TELS 9249000 11025 I 15 4631

02sTELS 10005927I
Total

t8

1,144,679

1,160,939_

12.554,485L2,403;2,40
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KISII LOANS AND MORTGAGES FUNI)
Annual and tr'inancial Statements for the ended 30 June2022
Other

6, Related balances

a) Nature related party relationships

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

or exercise significant influence over its operating and financial
parties include management personnel, their associates and close

family The fund/scheme is related to the following entities:

a) The
b) The

Government;
of Finance and Economic Planning

c) County
d) Key
e) Fund

t9
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Annual RePort and Financial Sta

Other Disclosures Continued

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

risks and effects of changes in foreign Luo.n"y' The Fund's overall risk management

programme focuses oir ,rnf,reai"tuUitt;i;-h*ges in the business environment and seeks

to minimise the p"&i;i adverse .i1*, oi tlr.n risks on its performance by setting

acceptabre revers 
"i;i;k.-The 

Fund ao., noirr.dge any risks and has in place policies to

ensure that credit i, oni,.*t.nded to customers *ith u'established credit history'

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

7. Financial risk management

a) Credit risk

investments.

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

pay amounts in fuli when due. Credit risk arises from cash and iash equivalents' and

deposits with banks, u, *err as trade *a o*,,. receivables and available.for.sale financial

Managementassessesthecreditqualityofeachcustomer'takingintoaccountitsfinancial
position, past .*p"ri.nce and othir factors. Individual risk rimiti are set based on internal

or external assessment in accordance with limits set by the directors' lne amounts

presented in the statement of financial position T" 1tt of allowances for doubtful

receivables, estimated by the entity's ;.";;;;.nt 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 ,-o-rr.AiriJ wittrout taking account of the value of any

collateril obtained is made up as follows:

Impaired
Kshs

Past
due
IGhs

Fully
performing
Kshs

Total amount
Kshs

At30 June2022

3,235 1083,235,108
Receivables From
Transactions

Exchange

4l 764,89241,764,892Bank Balances
45,000,00045,000,000

Total

At 30 June 2021
15,638,34815,538,348Receivables From

Transactions

Exchange

29,361,65229,361,652
Bank Balances

45,000,00045,000,000
Total
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uncollectible amounts that the entity has recognised in the financial statements is
considered adequate to cover any potentially irrecoverable amounts.

The Kisii County Loans and Mortgage has significant concentration of credit risk on
amounts due from beneficiaries

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 reqtiirements.
The entity manages liquidity risk through continuous monitorirrg oifor"casts and actual
cash flows.

c) Market risk

The board has put 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 effeJtiveness of its
internal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
Pn:9s 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, *hile optimising tie
return. Overall responsibility for managing market risk rests with the Audit anA Rist
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
commiffee) and for the day-to-day implementation of thosi 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 ihan the local currlncy. 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 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

)1
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Annual RePort and Financial Statements

The following table demonstrates the effect on the Fund's statement of financial

performanc, on uppt-yirg lf* t:"sitivity foiu 
'easonable 

possible change in the exchange

rate of the three main transaction *;;;; *ittr utt other variables held constant' The

reverse would also occur if the r"nvu it iiiing uppr.riated with all other variables held

Foreign currency

constant.

ii. Interest rate risk

sensitivitY analysis

Interest rate risk is the risk that the entity,s firranciar condition may be adversely affected

as a result of changes in interest rate lev;ls. the entity's interest raie risk arises from bank

deposits.ThisexposestheFundtocashflowinterestraterisk.Theinterestraterisk
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

basis as the Prior Year.

d) Capital risk management

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

analysis. This involve, J.t..*ining ihe i;;uti on p'ont or loss of defined rate shifts' The

sensitivity analysis i* int.r.r, ,"t. ,irt '*r*.r that all other variables, in particular

foreign exchange rates, remain ,onrtuni. ifr. *utytis has been performed on the same

TheobjectiveoftheFund'scapitalriskmanagementistosafeguardtheFund'sabilityto
continue as a going *.r".rrr. Tie entity capital structure 'o-piit"t 

of the following funds:

2020-2021202L-2022

KshsKshs

Revaluation reserve
45,000,00045,000,00

Revolving fund

Accumulated surPlus
45,000,00045,000,00

Total funds

Total borrowings
29,361,65241,764,892

Less: cash and bank balances

uivalents)cashand eqcashexcessetN debV(
6s%93o/o

Gearing

22
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19. Progress On Follow Up Of Prior Year Auditorts Recommendations

The following is the summary of issues raised by the Auditor-General in the prior year,
and management comments that were provided to the auditor.

Reference
No. on
the
external
audit
Report

Issue / Observations
from Auditor

Management
comments

Status:
(Resolved /
Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be

REPORT oN THE FINANCIAL STATEMENT S
Basis for

Unconfirmed Cash and
Cash Equivalents
Balance

The issue is being
addressed since we
received the Report
of the Auditor-
General late

Not
resolved

30-Jw-22

Other Matter
Budgetary Control and
Performance

The issue is being
addressed since we
received the Report
of the Auditor-
General late

Not
resolved

30-Jun-22

REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENES S IN USE OF PUBLIC

Kisii County Loans
and Mortgages Fund
Regulations

The issue is being
addressed since we
received the Report
of the Auditor-
General late

Not
resolved

30-Jw-22
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