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l Acrorrynrs and Glossary of Tcrms

a) r\clonyrns

BOIVI

ICPAI(

IPSAS

PFM

PSASB

Kshs

Board of Managernent

hrstihrte of Certified Public Accountants of I(enya

lnternational Public Sector Accounting Standards

Public Fiuance Managernent

Public Sector Accounting Standalds Eloard

Kenya Shillings

b) Glossary of Tenns
Fiduciary Managcurcnt 1he koy nranagcrrrcnt pcrsonucl rvho had finarrcial rcsponsibility
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2. Key Entity Information and Management

a) Baclground infornration

Vihiga County Trade and Enterprise Fund is established by and derives its authority and

u..oi*tubility frotn of Vihiga County Trade and Enterprisc Fturd Act 2018 on 2l'1

Decernber,2Ql8. T[e Fuud is wholly o]vned by the County Government of Vihiga ard is

domiciled in Kenya.

The fiurd's objective is to:

i. Facilitate access to affordable credit by rnicro and srnall euterprises

ii. Provide access to Finance for prourotion of innovative enterprises

iii. Provide training, rnentorship and provision of business developrnettt services to

entrepreneurs

Principal Activities

The pr.incipal activity/rnission/ rnandate of the Fund is to provide affordable loans to eligible

residents of Vihiga County.

Vision

"Porvering Your Dream"

Mission

To provide affordable, accessible aud sustainable crpdit to eligible resident, traders and

entrepreneurs of Vihiga County

Core Values

The fund upholds the values of:

INTEGRITY: We strive to bc honest, fair and ethical in all dealings rvith our clicnts, suppliers,

part,rers, co-wod(ers and the cotnmunities in which lve operate'

ACCOUNTABILITY: We will individually and collectively take full respomibility for oru

actions and hold ourselves accourtable to each other and to all stakeholders.

lll
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Position Name
Chairlran Ml Franklin MuchileI

) Fund Administrator - Secretary
ChiefOfficer Trade

lvlr.loseph Mbeta
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4 Iloar d MemL:er Ms Veronica Mtrsiega
Ml Morris Ayodi5 Board Menrber

6 Board Mernbcr' Mr Abisai Angote
7 Board Mernbcr Mr Christopher I(n,ache

Board Member Ms Doris Anjarva
9 Boald Mernber Mr Flal-i Arnad

Dr Billy NyonjeIO Board Menrber
lt Board Mernber IvIs Plrilice Mukhala I(hirnuli
t2 Ms Aclrr-urgo Lillian Ortrurnra

b) Board of Trustces/li'untl Administr:rtion Courtnittcc

Board Mernber

c) I(cy Managcment tcnm

PositionRcf Name
I Fund Adrninistrator - Secretary Mr Joselrh Mtreta
2 Fund Accountant Lucy Gathoni

.lottraur Arnutsanra
4 .leniphel Mutuli
5 Joyce Vutagwa

Mercy Toroitich6 Secretariat
7

Secretariat

Millicent I(]ralwala
Carol Kalaira8

9 Seoretariat Joln Masaba
Secretariat Jane Ndikoto

l1 Secretariat Resmolrd Makama

Kcy Entity and Management (Corrtinued)

d) Fiduciary Oversight Arrangements

Ifere, provirte a high-level de,tcripti()n of the key.fiduciaryt owvslgllt arrungements cottering

(sav):

SN Position Na rtre

I Directorate Internal Audit
1 Staff car Mortgage and car [,oan Advisory

Cornmittee

Ref

Secretad at

Secretariat
Sectetariat

Secretariat

10.
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-1

Board of Trustees/ Fund Administration Committee (Or Any Other Corporate Governance Body
for The Fund)

e) Registcred Officcs

P.O. Box 344 - 50300,
Maragoli.
Kisrunu-Busia Highway,
Kenya.

g) Fund llankcrs

Equity Bank,
Mbale Branch,
P,O. Box 75104-00200,
Nairobi, Kenya

h) IndependentAuditors

Ar.rditor General,
Office of the Auditor General.
Anniversary Towers, University Way,
P.o.box 30084,
GPO 00100,
Nairobi, Kenya

i) Principal Legal Adviser

'lihe Attorney General
State Law Office
Harambee Avenue
P.0. Box 40 I l2
City Square 00200
Nairobi, I(enya

f) Fund Contacts

Telephone: +254 728 142717

E-nrail: vilt ig.t l rd.lcd nLlcn tc rttnselirtxl(D.gntail.coti t



Vihiga County Trsde ond cntctprise Fund
Anrrual Rel)ort and Financial Statenrcnts for the ycar ended Jurre 30,2024

j) County Attorney

County Attonrey,
County Gover:unent of Vihiga,
P.O. Box 344-50300,
N,laragoli. Kenya.
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3. Board of Trustecs/ Fund Adnrinistration Comrnittcc (Or Any Othcr Corporatc

Governance Body for The Fund)

Mh'. Flankline Muchile chaintrar

- *u_ E-!, 

-r. 

,

Mr Joseph Mbeta

Fr.urd Adrninistrator - Secretary

l

Certi fi ed public Accountant

CPA III

Dr Anaya Scnelwa

' 
--*,C.

i.F-,
Li

Chicf Officer Cormnerce, Tourism and Co-operatives and
ex-officio board Member.

Ms Veronica Musiega

Board rnernbel in charge of lnost repl€sentative business
rnernbership organization i.e. Srnall -Mediurn Euterplises

Diplorna Busiuess Management

Mt Monis Ayodi

Boatd lnember in charge of Sabatia sub-coulty

Certificate in Corporate Govemance

Chairperson cledit committee and a Board rnernber in
charge of Vihiga Sub-county

Ce rtilicate in Corporate Governance
Mr Abisai Angote

I'

.,]
: _-_ - -..-. l

It4r Cluistopher Krvache

Board rnernber in charge of Differently -abled persons

Certifi cate in Corporate Govenrance

vll

N arue i Details of qualifications orrd experienee

Chairperson of the Board of Board Trustee, Member of
Human Resource Cornrnittee and Member in charge of
special interest groups i.e. Bodaboda sector, Certificate in
Corporate Govemance
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Chairlady Training Cornrnittee and board mernber in charge

ofrnost lcprcscntative association of women engagcd in
rnicro, srnall enterprises.

Bachelol Degtee

, i .-.
i,
ij

Ir{ r' i ia.j.j ,\rrrani

Board member in charge of youth engaged in micto, snrall
enterprises.

Diploma cornrnunication

Dl Billy Nyonje

Chairperson Monitoring and Evaluatiott Comrnittee and
Board rnember in charge ofLuanda sub-county.

PhD Theology

h,tl
Ms Philice Muldrala Khinruli

Board member in charge of Harnisi sub- cotrnty

Putrlic certified accountant

'.i

Ms Achungo [,illian Ornrunia

Board Member in charge of Ernultaya sub-coturty

Ccrtificate Educatiorr

\rllt

Ms Doris Anjawa
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4. Managemcnt Tcrrnl

NO.

I

\ri r.i ;)ir \11,_,I

Fund Adurinistrator
Certified Public Accountant III
D.o.b 10.09. 1975
I I Year s in public servicc

2

Accountaflt
Certified Public Accourrtant III
D.o.b 22/0811990
9 Years in public service

3

Mr Jotharn Amutsama

Accountant
Celtified Public Accountant II
D.o.b l4l12/89
l0 Yeals in public service

4

Ms Carol Kajaira

Accountant
Cerified Public Accountant II
D.o.b 16102ll99l
I2 Years in public sewice

5

Supply chain officer
Diplorna in supply Chain Management
D.o.b 28/10/1992
7 Years in public service

()

Credit of'ficer
Bachelot Degr ee

D.o.b 22/01/1989
8 Years in public service

tx

I.,iir ure Detrrils of qualificntions :rnd e.rperience

' t' :

ivls L.ucy ( iuth orr i

I

-E

Ms Jenipher Mrrtuli

Ms Joyce Vutagwa
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7

Ms Milliccnt Vuzigrva

Iv'ls Mercy Toroitich

B

Credit officer
Bachelor Degtee
D.o.b 26103/1989
8 Yeals in prrblic service

9

fi
Nlr.Resmond Makama

Credit officer
Certificate
D.o.b 10/1011992

8 Years in public selice

t0
t

Ms.lane Ndikolo

Credit officer
Certificate in Hurnan Resoutce Manageineut Module I
D.o.b 19/05/1971
9 Years in public service

ll

--...-..r---i-Mr. John Masaba

Credit offtcer
Bachelor Degree
D.o.b 28/10/1981
l4 Years in public sen'ice

Hurnarr Resotrrcc
Diplorna iu Hutnan Resource
D.o.b 22llll1973
8 Years in public service
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S.Board/Fund Chairperson's Report

Sustninability

The fuud and its stakeholders arc increasingly ernphasizing on the ueed to ersure sustainability
of its investments, resource mobilization and financing capabilities tvith an objective of ensuring
that the ftrnd's going co,lcefll is secured.

tsoard and Management Changes

DLrring the period, four key rnanagernellt staff u'ere redeployed bacli to the rnother departrnent
aud three other staff fiorn the depafurent ]vere released to the fuud.

Review of, perfornrance

lncorne

In tlre year euding June3O,2024 tlrc fund had a closing balance of l(es. 2,044 in its main account
and I(es 36,580 in its recovery account.

Exlrcnditu re

The Fund incured au expenditure of I(es 596,1 10 during the period under re view on
adrninistrativo ancl general expenses.

Futurc outlootr

The Vihiga Coturty Trade aud Euterprise fur.rd seeks to find consistent financial support fi'om
rnother deparhnent to enable it carry it cauy its prirnary rnandate of issuing affordable loans arrd
also rneet its adurinistrative costs. 'l'his will help in bridging the gaps that exists due to lack of
continuous and sufticient funding.

The managernent is looking forward to bLrilding robust and a sustainable fturd with a motivated
tvorkforce and stnrctures that errhance efficiency and effbctiveness in service delivery. The fuud
Iooks fotward to continued suppol't fi'orn the County Goverruneut and developnrent partners in
the realization oI its objectives.

xl

It is rny pleastrre to present, on behalf of entire boald, ttre Vilriga Couuty 'l'rade aud Errterprise
Ftuld Anntral Report and Irinancial Staternents fol the year ending June 30,2024. The financial
staterrlents lepresent the financial position of the Vihiga Coturty Trade and Entelprise Fund over
tlre fi nancial year 2023 /2024.
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Conclusion

I take this opportunity to express nt
Govemment, stakeholders, management
I look forward to your continued support

Narne Franklin Ford Muchile Signature..

Chairperson of the Board/Fund

ttlde zurd appre ciation to the County
board members for their support.
Coutty Trade atd Enterprise Fund.

.......Date...

), slncere !I?ti
staffand fellow
rvith Vihiga

xl1
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6 [teport of The Fund Adrninish'ator

It is rny pleasure to presetlt the Vihiga County Trade and Enterprise Fund amual report and
financial statemelrts for the year ended June 30,2024. The financial statemerlts represent the
financial perfonnance of the fund overthepast financial year 2073/2024.

During the period there was an openiug balance of Kes 16,154 in the Main Accorurt and it was

able to recove r Kes 274-670 frorn the berreficiaries of the loans issued.

Financial Pcrformance

a) Revenuc

In tlre year ending June 30.2024 the fturd had a closing balance of Kes. 2,044 in its rnain account
and Kes 36,580 in its recovery account. The Fund is exploring other ways of increasing its
capital base rnostly through donors and strategic partnerships.

b) Loans

Dtu'ing the period under review the ptincipal outstanding loans advanced alnounted to Kes
52,182,895. There were no new loan disbulsernents during the peliod under review.

Cash florvs

During the pcriod, the fund did not reccive its budgetary allocation frorn the County Executive as

caphned in the approved budget. The only inflows recorded were for anloutt recovered fiom
beneficiaries.

c) Conclusion

I take this opportunity to thanl< the Vihiga County Trade and Enterprise Fuud Board for their'
support, the secletadat tearn atrd other stakeholders who have etrsured that Vihiga Cotrnty Tlade
and Enterprise Fund achieve its mission, vision and objectives.

Signed
lVlr Joseph Nlbeta
FUND ADMINISTRATOR

xl11
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T.Staternent of Performnncc agrrinst the County Furrtlos Predetcrnrincd Objectivcs

Overall obiective:
Lnploved loan
accessibility for'
SMEs, Co-
operatives,
Individuals,
Dif'fbrently Ablecl-
Persons and
orgarrised groups
prornoting the socio-
economic potential
for the residents of
Vitli Coun

The nurnber of
groups, Co-
operatives,
Individuals,
Differently Abled-
Persons, SMEs
being suplror(ed by
VCTEF

-Group's/hrdividuals
tlansfbnnation
-Loan repaynent
perfonnance

During FY ,20
Mernbers of staff
accessed the thcility
and wele able
build their own
houses

Spccific objective l:
Assessnrerrt olt loarr
dernands fiom the
interested groups and
tndividuals

Nurnbel of local
groups, Differently
Abled-Persons,
individuals with
established Lrusiness

venhres with
grorvth and
developrnent
attitude
Nnmber of groups
with a business plan
seeking to staft the
business venture

Output 1.1: Loan
policy prograrnrne in
place

Actit ities
- Carry out

Training
Needs
Assessrnent

- Seusitisation
of thc groups,
iudividuals
over loan
advancernent
scherne

- Provision of
open loan

Baseline
survey
conducted
Ntunber of
groups/indiv
iduals
identified
and
scnsitiz,]d
Number
applicants

- Baseline sruvey
report

- Fuliy filled
application fbnns
with attaclmcnts

- The approved loan
rnanage rnent plan

- Pro-iect Re.+orts
- Participant's/training

recolds
Stalieholder rnapping

Training
policy in
place
Loan policy
in place

idonitoring
and

evaluation
policy in
place

Assum;rtions:The nurnber of
grorrps that have
appiied and
enrolled in VCTEF

xl\r

o*Jrettfus ASSUiliP'1'tONS\/t RIFIABLE
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application
fonns to
potential
aplrlicants

- Vetting of the
loan
applicants

- Evaluation of
ioan deficit

Collaborate with
development
pad'ners (charities
and donor

emolled in
VCTEF

Pool
- Ntunber of

successftll
applicants
identified,
trained and
advanced
loan

- Arrrount of
loan deficit
identified

Identified
developrnent
partner to
collaborate with
VCTEF

Specific objective 2:
Established loan
lecovery strategies

Updated loan
lecovery staternent

Output 2.I:
Established efficient
loan recovery
strategies

Aclivities
- Assessment

of potential
applicants

- Assessment
of business
ventures

- Capacity
brLilding of
loan
secretariat
tearn

Monitoring and
Evaluation of the
groups aud SMEs
perfonnance after
receipt of the loans

Loan recovery
stlategies
incorporated.

- Credit cormnittee
reports/minutes

- Training reports
- Monitoring atd

evalrration reports
- Loan recovery

statelnents

Assumptions:
- Loan recovery

policy in place
- Credit

cormnittee in
place

- Risk
rnanagelnent

and audit
comrnittee in
place

- Monitoring
and
evaluation
policy in
place

XV

- Established
credit
corunittee

- Established
tr aining
cornrnittee

- Establish till
Nunber and
loan
l€covely
account for
loan
recovery

Established
Mor"ritoring and
Evaluation
Cornmittee
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S.Corpol'ate Governance Statement

11:e Vihiga Corultl, Tj'aCe and Entcrprisc Frnd is 6 ic\,olvirg fiiiirl cstablislicd itu'srtaiit to'"'iliiga
County Trade ancl Enterprise Act, 201 8. The Furd is operationalized by the Vihiga County Tlade

and Enterprise Fund regulations 20 19.

The Fund nrandate is to provicle aflbrclable and accessible loaus to traders and entreprenerlrs of
Vihiga County.
The frurd is irl the process of putting up a robust corporate govemallce structure to grride its

operations rvith other stakeholders.

BO^.I RD I\,N [, E'I' INGS

The Board rneets quarterly or as need arises in order to rnonitor and review the irnplementation

of tfic fuld's .strategic decisicns. Ii 1;!ai s a:l o',,crsight lolc on a!! f;llancia! and cpcratic.l:r"! i:s'.rcs

as peftairrs to tlre Ftutd. 'l'he Tnrstees held Four board rneetings during the furancial year trrtder

revierv.

SUCCBSSION PLAN
The Boarcl is colstitutecl to be i1 office for a period o[tlrree (3) yeats. Thet'eafter the Board

rn9rubers are ctigible for rc-appoilu1crlt once, cxcopt th(, onc-Pcrsor-r pcrson llQrllinatod by tltc
l ost reixesentative association ol wonren errgaged in ttrict-o, $n16ll ente{xises and lwo pel'sotls

ofoppositc gcnde| rcplcsenting thc spccial intcrest$ group.

PITOCDSS OF APPOINTMITNI'

Section 6 and 7o1'the Vihiga Courty Trade and Enterprise Fnnd Act provides for contpositiort

and appoittment of dre board.

TI.BMOVAI, OF TRUSTED

Section l5(!) of the Yitiiga County'Traile a;i,j fnteipiise Fiiiitl Act pioiides foi tlic coir,iiiioiis
tlrat leads to reuroval frorn office of rnember of the Board of Trustees upon lecon nendation by

thc County executive committee or as the case rnay be for-

a. hubility to pefonn the functions of the office arising out of ptlysical o[ mental

inc apacity

b. Gross ulisconduct

c. Incotnpetence or negligence or

d. Absence fi'oru tluee consecutive rneetings of the board without a rcasollable explanation

e. Violation of the constitution or any other written law

xvl

't'Fr[, r]oAt{D



Vihigo County Trade and entcrprise Ftmd
Annual Report and Financial Statements for the year ended June 30,2024

I(OLBS AND I,'UNCTIONS OF T'IlE BOAITI)n'RtlS'tElt

Section 9 (l), (2) and (3) of the Vihiga Cotrnty Trade and Enterprise Fund Act outlines the
powers ofthc board.

I}OARD/TRI-IS'I'OB RN, M TiN B,RATION

Section 13 of the Vilriga County Trede end Fnterprise Frurd Act provides fbr Boards
lernuner ation.

"The Board shalt be paid such allowanccs in accordance with established County salarics and
remuneration cornmission guidelines. "

GOVE,RNANCT.] A TIDI'I'

There exists an established hrdependent Vihiga County Trade and Enterprise Fund Audit and
fusk Cormnittee whose mandate is to oversight utilisation of Public Funds in tbe frrnd as guided
by Vihiga County Trade and Enterprise Fund Act 2018 and the Public Finarrce Managernent Act.
2012.

xvll
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Aunual Report and Financial Statemcnts for thc year ended June 30,,2024

9.Mruragement Discussion and Anrlysis

The fund's activities expose it to a variety offinancial rislcs including oredit and liquidity risks
and eftbcts of changes in foreign cun'ency. The Fund's overall risk rnanagelnent progt'amlne
focuses on unpredictability of changes in the operating environment and seeks to minimise the
potcntial adverse effcci of siicli risl.:s oi: its pofoiina;rcc lii scttiiig acccptablc lci'cls of iisli. Tlic
Fund does not hedge any risks.

'I'he managernent has ensuled that rve cornply witlr statutory requirernents relating to the
furrctions of the {iurd.

Bt-ISIh.I Ii,SS PljITFOI{MANCE

Rcvcrr uc

Tlre firnd did not receive allocation to fund its budget for the F/Y year202312024. The budget
dcficit was facilitated b), tr'$nsfors fi'orn the i'cco'. cri' acco'.!.nt ns cf -Jrat pcrioC.

Cash florv

The caslr and cash equivalents at the end o{'the period under review lvas l(es 38,624 ath'ibutable
to the banli balances in its main and recoveries accoturt.

OPERATIONA L IIERI. ORiviAIlC I

The fi.rnd's core operating activity is to offel affordable and aocessible credit to the traders and
entrepl'eneurs of Vihiga County.

Employees

Hurnan capital is a critical ingredient towards eusuring realisation ofour key str'ategic objectives
artd tnaudate. As our stakeholdels increase tlreir expectations, it is iurperutive to eusule adcquatc
and rnotivated htunarr resource capacity is available to provide services. However. Vihiga
County Trade and Enterprise Fund Staff Establishnrent has a variance of thitty positions against
an aiitriorised fifly-three positions. The eniployces ol the Fiin,j aic staff seconJed l-ry llre
Departnent of Commerce, Toru-isrn and Co-operatives.

Conclusion

We appreciate (tre urrrelen(irrg srrppor"t {iour thc Boald ol Il usteBs, ivlanagenreut Statl, Itre
County Govenunent of Vihiga, partuers and all the key stakeholders. We look forrvatd to the
continued partnelslrips and cooperation in areas of rnutual intelest in the period to colne.

xvl ll
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10. Environmentll rnd Sustainability Reporting

The department of Cornurelce, Tourisrn and Co-operatives has done various activities for the

people of Vihiga. This inclucle planting tlees at Maragoli forest, tnarket cleaning in various

tnarkets, construction ofrnarket and boda boda sheds arnong others.

Corporate Social Responsibilify / Communify Engagemcnts

Corporate social respousibility is au integral part of oru culture. As a lespollsible organisation,

we respect the ilterests ofoul stakeholdels - oul eurployees, ctlstolners, suppliers and the wider

cormnunity and we actively seek opportunities to improve the business enviromnent and to

contribute to the well-being ofl the comtnunities srolrxd tls.

We are looking fbrrvard to getting involved in rnore Corporate Social Responsibility activities by
partnering rvith other stakeholders in aleas ofnrutual interest.

xlx

Viltiga County Trade und enterprise Furrtl



l/ilrigtr Coungt Trrule and antcrprise Fund
Annual R.eport and Ilinancial Statemcnts for thc year ended Junc 30,2024

11. Repolt of'fhe Trustees

Tlre Trustees submit tlreir repo( and financial statements for the year eucling 30il' June 2024

which show the state of the Fund affairs dru'ing the finarrcial year.

Principal activi ties

The principal activity of the Fund is to plovide financing to the eligible Vihiga County busiuess

people to irnplove their lrusiness and in the long nrn iurprove their living starrdards.

Itesuits

The results of the Iirncl for the year errclin-s 30tl' lul,e 2024 are sct out in the financial statenlents

and rcport

'l'rtrstees

The Board ofTrustees rvho sewed during the ycar under review is capturcd above

Audi tors

The Auditor General Kenya is responsiblc for the statutory audit of the Fund in accordance with

.futicle 2?9of the Constirution of I.-cn1,n anC thc Public AuCit Act 2015.

By Oldcl of the Boar'd

Frarrl<lirr Ford Muchile
CI{AIRPIiRSON

xx
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12. Stttement of Management,s Responsibitities

Section 167 of the Public Finauce Mauagenrent Act, 2012 requires that, at the end of each
financial year, the Adrninistrator of a County Public Fund estabiished by Vihiga County Trade
and Enterprise Fund Act 2018 shall prepare financial statements for the Fund in accordalce with
the staudards and fonrrats prescribeC b), the hrtenational public Sector Accounturg Standards
Board.

The Administrator of the Cor.rnty Public Fund is responsible for tlre preparation and presentation of
the Ftrrd's finzurcial statenrents, which give a true and fair view of the state of affair.s of tlre Fund
for and as at the end ofthe FN 2023/2024. This responsibiliry includes: (i) rnaintaining aclequate
financial lualragernent an'angements and ensnring tiiat these contimre to be etibctive iiu.o.,gilorrt
the reporting period; (ii) rnairrtaiuing propel accorrntiug recorils, rvhich disclose rvith reasoirable
ncctrracy at nny titne the financial position of the Fund, (iii) desiguing, inrplerueuting agd
rnairrtairing intcmal controls relevant to the prcparation arcl fai r preientation of tlr" financial
statelnents, and enstuing that they are free fiorn rnaterial rnisstatenrents, whether due to eror or
fi'au4 (iv) safeguarding the a-ssets of the Furd: (v) selecring a,nd applying appr opr-.iate a-ccolnting
policies; and (vi) rnaking accounting estirnates that are reasonable in the circumstances.

T'he Adrninistrator of the County Public F'rmd accepts responsibility for the ljund's financial
staternents, which have been prepared r.rsing approptiate accounting policies supported by
rcasonable and prudent judgeurents ard estimates, in confonnity with lntentational Public Sector-
Accotnting Standards (IPSAS), arrd in tire rnalrrier tetltrirerl by tlie tFlvi Act, 2012 euid Vihiga
Cotrnty Trade aud Enterpdse Fund Act 2018. Ttre Adrninistrator of the Fund is of the opinion tlit
the Fund's financial statetrtents give a tnre ancl fair view of the state of Fr.urd's h'ansactions druing
tlre FY yeal that ended June 30,2024, and ofthe Fund's financial position as at that clate. The
Adrninistrator fi.uthel confinn the completeness of the accourting records rnaintained for the Frurcl,
whiclt have been relied upon in the preparation of the Fund's financial statements as well as the
adequacy ofthe systerns ofinternal financial control.

Lr preparing the financial staternents, the Adrninishator of the County Public Fuud has assessed
the Fund's ability to continue as a going concenl and disclosed, as applicable, matters relating to
the use of going concem basis ofpreparation of the financial statemenis. Nothing has corne to1[e
attenhon of the Adininistrator.tc indicate that the FtnC will r:ct rcinain a gciag coicern.fci at lcast
the next twelve rnonths frorn the date of this staternerlt.

Approval of the financial statements

The Fund !- financial statements were approved by the Board on 10il'September, 2024 and sigrred
on its bel

Joseph O. Mbeta
Fund Administrator

xxl
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NAIROBIOFF!CE OF THE AUDITOR.GENERAT

[- tt h u n t' i t r g .-l c L o t t t t t u h i l i t.r'

REPORT OF THE AUDITOR-GENERAL ON VIHIGA COUNTY TRADE AND
ENTERPRISE FUND FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

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

A. Report on 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 LaMulness and Effectiveness in the 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 the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of lhe Constitution, the
Public Finance Managemenl AcL,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 FINANC]AL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Vihiga County Trade and
Enterprise Fund set out on pages 1 to 36, which comprise of the statement of financial

Draft Report of the Auditor-General on l'ihiga Counry'Trade and Enterprise Fundfor the year ended 30 June,2OTl



position as at 30 June,2024, and the statement of financial performance and statement
of changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts and notes to the financial statements for the year then ended wjth
the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015.1have 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, the financial statements present fairly, in all material respects, the financial
position of Vihiga County Trade and Enterprise Fund as at 30 June, 2024, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Vihiga County Trade and Enterprise Fund Act, 2018 and the Public Finance Management
Acl,2012.

Basis for qualified Opinion

1. lrregular Expenditure on Use of Goods and Services

The statement of financial performance and as indicated in Note 5 reflects Kshs.596,110
on use of goods and services that includes catering services of Kshs.13,000; board
allowances Kshs.400,000; printing and stationery of Kshs.13,550; telephone and
communication expenses of Kshs.59,000 and daily subsistence allowance of
Kshs.107,205. However, review of the payment vouchers revealed the following
weaknesses:

o

t

The Fund Administrator initiated and processed payments resulting to lack of
segregation of duties.

The payment vouchers were not duly processed, authorized and examined.

Schedules of beneficiaries attached to expenditure on board allowances for
Kshs.400,000 were not signed and there was no evidence of acknowledgement
of receipt of the allowances by the beneficiaries.

iv. Daily subsistence allowance of Kshs.105,000 lacked payment voucher and
schedule was not signed to acknowledge receipt of the allowance by the
beneficiaries.

v. Schedule of beneficiaries of airtime allowances totaling to Kshs.59,000 not signed
and acknowledged by the beneficiaries.

ln the circumstances, the occurrence, completeness and accuracy of use of goods and
services could not be confirmed.

2. Unreconciled Variances- Receivables from Exchange Transactions

The statement of financial position as indicated in Note 8 to the financial statement reflects
a balance of Kshs.52,306,745 in respect to current portion of long-term receivables from

Report of the Auditor-General on l'ihiga Couny'Trade and Enterprise Fundfor the year ended 30 June, 2024
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' exchange transactions. However, review of financial statements and ledger balances for
the current loan repayments due and interest receivable revealed unreconciled variances
as detailed below;

Loan Component

Financial
Statements

(Kshs.)
Ledger Balance

(Kshs.)
Variances

(Kshs.)
Current
Repayments Due

Loan 45,015,486 45,532,05'1 (516,565.896)

lnterest Receivable 3,093,382 3,106,310 (12,e28)
TOTAL 52,182,895 52,836,280 (653,385)

ln the circumstances, the accuracy and completeness of receivables from exchange
transactions balance of Kshs. 52,306,745 could not be confirmed.

ln the circumstances, the completeness and accuracy of the intangible assets balance of
Kshs.820,000 could not be confirmed.

4. Unsupported Current Portion of Borrowings

The statement of financial position under Note 13 to the financial statement reflects a
balance of Kshs.1,300,000 in respect to current portion of borrowings. However,
supporting schedules were not provided for audit review.

ln the circumstances, the accuracy and completeness of the current portion of borrowings
of Kshs.1,300,000 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Vihiga County Trade and Enterprise Fund
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my Qualified opinion.

Emphasis of Matter

My opinion is not modified in respect of this matter

Report of the Auditor-General on Vihiga County Trade and Enterprise Fundfor the year ended j0 June, 2024
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3. Unsupported lntangible Assets Balance

The statement of financial position reflects a balance of Kshs.820,000 in respect to
intangible assets. This balance has remained constant over the last two financial years.
However, no amortization charges were made on the intangible assets in the year under
review.



Key Audit Matters

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

Other Matter

ln the audit report of the previous year, several issues were raised under the Report on
the Financial Statements, Report on LaMulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal controls, Risk management and
governance. However, Management had not resolved the issues as at 30 June,2024.

Other lnformation

Conclusion

Management is responsible for the Other lnformation set out on page iii to xxi which
comprise of Key Entity lnformation and Management, Board of Trustees, Management
Team, Board/Fund Chairperson's Report, Report of the Fund Administrator, Statement of
Performance Against Project's Predetermined Objectives, Corporate Governance
Statement, Management Discussion and Analysis, Environmental and Sustainability
Reporting and Statement of Management Responsibilities. The Other lnformation does
not include the financial statements and my audit report thereon.

Basis for Conclusion

ln connection with my audit on the Project's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this other information and I am required
to report that fact. I have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Reporl of the Auditor-General on Vihiga County Trude and Enterprise Fundfor the
.l

year ended 30 June, 2024

Prior Year Matters

Conclusion

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



. Reduction in Revolving Fund

The statement of changes in net assets reflects an amount of Kshs.53,705,075 on
revolving fund. This is a decrease of Kshs.494,509 from the previous year's balance of
Kshs.54,199,584. Review of loan recoveries accounts bank statements and cash book
revealed that a total of Kshs.596,110 was transferred from the recoveries account to the
main operations account which was used to pay for office operations. However, authority
to transfer funds was not provided for audit review.

ln the circumstances, the Fund is not likely to meet its objective.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, because of the significance of the matter(s) discussed in the Basis
for Adverse Opinion and the Basis for Conclusion on Effectiveness of lnternal Controls,
Risk Management and Governance sections of my report, I confirm that internal controls,
risk management and governance were not effective.

Basis for Conclusion

1. Lack of a Risk Management Policy and Approved Strategic Plan

Review of records revealed that the Fund did not have a Risk Management Policy
contrary to Regulation 158(1) of the Public Finance Management (County Governments)
Regulations, 2015. The Regulation requires the Accounting Officer of a County entity to
develop risk management strategies which include fraud prevention mechanisms that
build robust business operations. Further, the management had a draft strategic plan
which had not been approved for implementation hence not clear how they will work
towards attaining its vision and identify the organization's goals and objectives.
No satisfactory explanation was provided by Management for the omission which may
have raised the level of financial and operational risks faced by the Fund.

ln the circumstances, the effectiveness of risk management in the Fund could not be
confirmed.

2. Long Outstanding Loans

The statement of financial position and as disclosed in Note 8 reflects current portion of
long-term receivables from exchange transactions of Kshs.52,306,745. Review of records

Report of the Auditor-General on Vihiga County Trade and Enterprise Fundfor lhe y'ear ended 30 June, 208
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maintained indicate that the first loan disbursement was done in July 2019 whileihe
second loan disbursement was done in July 2020 and were to be repaid within three (3)
years from date of disbursement. However, the loans are long overdue with low
repayments and these loans are non-performing loans.

Their recovery appears doubtful and management is in breach of its own policies.

3. Lack of Review by lnterna! Audit

During the year under review, the funds operations were not reviewed by internal audit
function and no risk assessment was performed. This is contrary to Section 155(5) of
Public Finance Management Act, 2012 which stipulates that a county government entity
shall maintain internal auditing arrangements, and shall ensure that it complies with this
Act and (a) has appropriate arrangements for conducting internal audit according to the
guidelines issued by the Accounting Standards Board was not followed.

The Fund's Management is in breach of the Law and may not be getting the advice of the
lnternal Auditors as expected.

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 controls, 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 the Management and Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as 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, Management is responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention 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.

Report of the Auditor-General on l,'ihiga County Trode and Enterprise Fund lor the year en
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. . The Trustees are responsible for overseeing the Fund's financial reporting process,
reviewing the effectiveness of how Management monitors compliance with relevant

. legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSA|s).The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a

material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitutron also requires that I express a

conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and

systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.oo.ke/auditor-qenerals-
responsibilities-for-audit/. This description forms part of my auditor's report.
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14. Statcment of Financial Performance for the Ycar [Inded 30tl'June 2024

(T'he notes set out on page.s 20 to 33 .fortn an iutegral ltart of these Finattcial Stalements)

@*
Nanrc: Joseph O. Mbeta
Administrator of the Funtl

Name: Lucy Gathoni

Funtl Accountant

ICPAK Mcmber Number:

Revcnue Frorn Non-Exchange Transactions

ITransfers Frorn the County Coverrunent

2Fiues, Peualties zurd Other Levies

Revenue From Exchange Tr:rnsactions

3 85,389Illtel'est Lrconre

4 512,765 |,4t9,164Other lncorne

598,154 I,419,r64

598,154 1,419,164

Bxpenses

(596, il 0) ( i,403,0 r0)Use of goods and serrrices f

6Depreciatior-r and Arnortization Expense

(s96,110) (1,403,010)Total Expenses

16,1542,044Sulplus/(Deficit) for the Period

2{J23-2024 2022-2t23
Description Note

I

t-shs I tarh,

Total Revenue
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I5. Statcnrcnt o{'I,'inancial l)ositiou as :rt 30th June, 2024

r

lishs

Currcnt Assets

361.4197

()

38.624

52,306.745

Cash and Cash Eqtrivalents
Cument Portion of Long- Term Receivables Iilour
Exchan ge 'Il'ansactious 29,4t2,931

Total current asscts 52,345,369 29,774,350

Non-Curren t Assets

9 1,870,700 1.870,700Property. Plant and Equipment

hrtangible Assets t0 820.000 820,000

Lotrg Tenn Receivables frorn Exchange Transactions B 23,050,688

55,036,069

2,690,700'['otal non- currcnt assets

'I'otal Asse(s

'l 74r,388

55,515,738

Liabil ities

Current l,iabilities
Tlade and Othel Payables li'otn llxchauge Ti'ansactious

Cur:'cnt Portion of Borrowings l3

II
1,300,000

'I'otal current liabilities I,300,000

I 300,000

I,300,000

Non-Curren t L,ia bilities

2t[,ong Tenn Portion of Borrowings

Nou-Cunent Eurployee Benefit Obligation 22

z.)Social benefit liabilities

1,300,000 1,300,000Total Liabilities

53,736,069Net Assets

53,7 t7 ,B7l 54,199,584

18.l98 I6,ts4
Revolviug Fund

Accumulated S turplus

s3,736,069 55,515,73ti'Iotal Net Assets and Liabilifies

,)

Descr\rtioo Note
2023-20?4 2022-7A23
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Annual Report and Financial Statemcnts for the year cntlcd June 30, 2024

'l'he accounting policies and explanatory notes to these financial staternents fon'tt an irrtegral part

of thc lurancial staternents. 'Ihe eutity finaucial statements wele approved on 30{ o 4 | 2024

and signed by:

Name: Joseph O. Mbeta

Administrator of thc Furrd

Name: Lucy Gathoni

Fund Accountarrt

ICPAK Member Number:

3
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I 6. Statcrncnt of Changcs in Net Assets for the year ended 30 .Iune 2024

(Provide details on the natrrrc and ptrtpose of rc.sen'es)

Balnnce As At I July 2022-20D3 54, 199.584 54,1 99,584

Surplusi(Deficit) For the Period t6,I54 t 6,l 54

Funds Received Duling the Year'

'l'ran sf'ers

Revaluation Garn

Ilalnnce As At 30 June 2023 5,1,199,584 16,154 54,2 t5,738

Illlancc As At I .fuly 2023 54,199,584 16,154 s4'215,738

Surplus(Deficit) For the Period 2,044

Funds Received During the Year'

2,O14

(48 I ,71 3)Transt'ers (481.713)

Rcvaluation Gain

Balancc As At 30 J|J'xe 2O24 53,7 17.87 I r8,r98 53.736,069

4

f[scription Itevolving
l;rr ntl

I Revatua{ion

I R.r"ruo

Ksh s

Accuruulated
surplrrs 'l'otnl

Kslrs



Vihiga County Trade and enteryrise fiuul
Annual Report and Financial Statemcnts for the year ended June 30, 2024

17. Statcmcnt ofCash Florvs for Thc Ycar Endcd 30 Junc2024

(PSASB has prcscrib!'(l thc direct ntc(hod ofcash norv prclumtiorl/ pruientfltiorr lirr oll en(itic.\ r.xldcr IPSAS lccru0l lrtlsis oIaccoturLtrg.)

5

Cash llorvs from opertrting activities

Receipts

Public contlibutions and donations

Transt'ers from the county govemment I

82,400[nterest received 3 85,389

4 496,611Receipts ltom othel operating activitics

s82,000 1,382.'400Tot:rl receipts

Paym ents

(98,900)Fund administration expenses

5 (s96,r 10) (1.304,r l0)General expenses

(20,610)

14

(s3s,476)Net cash florvs fronr operating activities

Cash flows from investing activities

Purchase of property, plant, equipment and

lntangible assets

Proceeds frorn sale of property, plant & equipment

212,681 293,664Proceeds from loan principal repayments

Loan disbursernents paid out

Net cash florvs rrsed in investing activities 293,664212,681

Cash flows frorn financing activities

Proceeds frorn revolving fund receipts

Additional bon'owrngs

Repayment ol borrowings

Net cnslt flows rrsed in finnncing activities

{s22,79s) 273,O54

Net irr crease/(decrease) in cash & cash

Eqrrivalents

88,365361,419Cash and cash equivalents at I July

361,41938,624Cash and cash eqrrivalents at 30 Jrrne

DescriJ:tion Note
2023-2W4 2022-2023

Kshs I{shs

1,300,000
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18. Statemcnt of Conrparison OI l]udgct Antl Actual Amounts l"or 'I'hc Period

Budget notos

l. 't'he utiliztttion qf the buclget is belotv 90ot(, because tlwre wtts tio ctllooation of llun<ls.for the find in tlte year
urder review v'ltot )r.'as expensed is .li'ont recoveries.

6

d
tsd/c*10

0b 6=(ar-b)il

Revenue

Putrlic Contributious
and Donations

0%20,000,00020,000,000
Transfers Frou'r
County Govt. 20,000,000

8.5%85,389 9t4,61rr,000,000hrterest Incornc I,000,000

6.487.235 73%7,000.000 st2,76sOthel Income 7,000,000

27,401,846 2.ltl,28,000,000 598,154Total Income 28,000,000

fi-xpenses

0%200,000200,000
Fuud Adurinistration
Expenses 200.000

27.203,890 10/27,800,000 (596, r r0)27,800,000

Finarrce Cost

27,403,890 1<t/28,000,000 (596,1l0)'Iotal Bxpenditurc 28,000,000

2,0442,044
Surplus For the
Period

Capital expenditure

Descripfion Origi*al
hudget

Adjustnr
efits

lrin:rl
budget

Actual on
conlpar:ih
Ie basis

Pcrforrtrant:c
diff'erencc

tltiliz:rti
oa

Kshs KshsKshs i{shs Kshs

6=(c_d)

General Expenses
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2. Statemcnt of compliance nnd bosls of preparation

The Fund's financial slatements have been prepared in accordance with and comply with

lnternational Public Sector Accounting Standards (IPSAS). The financial st&tements are

presented in Kenya shillings, which is the functional and reporting currency ofthe Fund. The

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

statements have [:een 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 ofnew and revised standards

(i) New and amended standards and inlerprelations in issue but not yet efective in the year
ended 30 June 2023

Applicable: lsr 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 information to users of financial statements for their

&ssessment of the amounts, tinring and uncertainty of an Entity's

future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:

' Applying a single classification and measurement model for

7

19. Notes to thc Financial Stntements

Signilicant Accounting Policies

l General Information

Vihiga County and Enterprise Fund entity is established by and derives its authority and

accountability from Vihiga County Trade and Enterprise Fund Act. The entity is wholly

owned by the Vihiga County Govemment and is domiciled in Kenya, The entity's principal

activity is providing affordable loans to eligible residents of Vihiga County.

IPSAS 4l: Financial

Instruments
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financial assets that considers the characteristics of the asset's

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

. Applying a single forward-looking expected credit loss

rnodel that is applicable to all financial instruments subiect to

impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the guidance.

The rnodcl 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.

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 ofsuch social bcnefits provided by the Entity;

(b) The key features ofthe 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

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) Anrendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted

when IPSAS 4l rvas issued.

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

accountiug for financial guarantee contracts which were

Applicable: l' January 2023Amendments to

Other IPSAS

resulting from IPSAS

41, Financial

Instruments

8



Vihiga County Trade and Enterprise Fund
Annual Report and Financial Statcmcnts for the yenr endcd Jtrnc 30,2024

inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classi$ing

financial instruments on initial adoption of accrual basis IPSAS

rvhich were inadvertently omitted when IPSAS 4l was issued

r /PSIS 22 Disclosure of Financial Information about the General

Government Sector.

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

2008).

o IPSAS 39: Employee Benelits

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

longer defined in IPSAS.

o IPSAS 29t Finoncial instruments: Recogoition and

Measurement

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

superseded by IPSAS 4l rvhich is applicable from 1tt lanuary2023.

ry 2023lppllcoble I JonuaOther improvenrents

to IPSAS

(ii) New and amended standards and inlerpretalions in issue but not yet ellective in the year

ended 30 June 2023

The standard sets out the principles for the recognition,

measurement, presentation, and disclosure of leases. The objective

is to ensure that lessees and lessors provide relevant 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 cash flows of an Entity.

The new standard requiles entities to recognise, measure and

present information on right of use assets and lease liabilities.

Applicoble I lonuary 2025

Appticable I't lanuary 2025

The Standard requires,

IPSAS 44: Non-

Current Assets Held

9

IPSAS 43
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for Sale and

Discontinued

0perations

(iii)Early adoption of standards

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

entity adopted the following standards early (state the standards, reason for early adoption

and impacl on entity's financial slatements.)

l0

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

statemellt of fi nancial performance.
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2. Summary of Significant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactiotrs

Transfers from other government entitles

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 florv to the entity and can be measured reliably.

ii. Revenuc from excbangc transactions

In te rest 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.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the Entity's

right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a

straight-linc basis over the lease terms and included in revenue.

b) Budget information

The original budget for Fy 2023-2024 was approved by the County Assembly on June 2024.

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 originnl budget by the entity upon receiving the respective

approvals in order to conclude the final budget. Accordingly, the Fund recorded additional

appropriations of 28,000,000 on the FY 2024 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 compuuison of budget and

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

the statement of comparison ofbudget and actual amounts.

ll
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Summary of Significant Accounting Policies (Continucd)

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 n comparable basis included in the statement

of comparison of budget and actual amounts and the actuals as per the statement of firtancial
performance has been presented under section 8 of these financial statements.

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 initialty nteasured 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 lair value at the date ol the exchange.

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

amortization and accumulated impairment losses. Intemally generated intangible asses,

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

surplus or deficit in the period in which the expendinrre is incurred.

'l'he useful life ofthe intangible assets is assessed as cither finite or indefinite.

t2

c) Invcstntcnl propcrty

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

alnount includes the replacement cost olcomponents ofan existing investment properfy at the

time that cost is incurred if thc recognition criteria are met and excludes the costs of day-to-

day maintenance of an investment property. Invcstment propefy acquired through a non-

exchange transaction is measured at its fair value at the datc of acquisition. Investment

properties are derecognized either when they have been disposed of or rvhen the investment

property is permanently withdrawn lronr use and no future economic benefit or service

potentiat is expected from its disposal. The difference between the net disposal proceeds and

the carrying amount of the asset is recognized in the surplus or deficit in the period of de-

recognition.
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Summary of Significant Accounting Policies (Contlnued)

Q Financial instrumen(s

IPSAS 4l addresscs the classification, measurement and de-recognition of financial assets

and financial Iiabilities, introduces new rules for hedge accounting and a new impairment
model for financial assets. fre entity does not have any hedge relationships and therefore the

new hedge accounting rules have no impact on the Company's Jinancial statements. (amend

as appropriale). A financial instrument is any contract that gives rise to a financial asset of
one entity and a financial liability or equity instrument of another entity. At initial
recognition, the entity measures a financial asset or financial liability at its fair value plus or
minus, in the case ofa financial asset or financial liability not at fair value through surplus or
deficit, transaction costs that are directly attributable to the acquisition or issue of the

financial asset or financial liability.

Financial asscts

Classilication of financial assets

The entity classifies its financial assets &s subsequently measured at amortised cost, fair value

through net assets/ equity or fair value through surplus and deficit on the basis of both the

entity's management model for financial assets and the contractual cash flow characteristics

ofthe financial asset, A financial asset is measured at amortized cost when the financial asset

is held within a manegement model whose objective is to hold financial assets in order to

collect contractual cash flows and the contractual terms of the financial asset give rise on

specified dates to cash flows that are solely payments of principal and interest on the

principal outstanding. A financial asset is measured at fair value through net assets/ equity if
it is held within the management model whose objective is achieved by both collecting

contractual cashflows and selling financial assets and the contractual terms of the financial

asset give risc on specified dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding. A financial asset shall be measured at fair value

through surplus or'deficit unless it is measured at amortized cost or fair value through net

assets/ equity unless an entity has made irrevocable election at initial recognition for
particular investments in equity instruments.

Subsequent measurement

Based on lhe business model and the cash flow characteristics, the entity classifies its
financial assets into amortized cost or fair value categories for financial instruments.

Movements in fair value are presented in either surplus or deficit or through net assets/ equity

subject to certain criteria being met.

l3
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Summary of Signilicant Accounting Policies (Continucd)

Amortized cost

Financial assets that are held for collection of contractual caslr flows where those cash flows

represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument

that is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. Interest income frotn

these financial assets is included in finance income using the effective interest rate method.

Fair value through net asscts/ cqrrity

Financial assets that are held for collection of contractual cash flows and for selling the

financial assets, where the assets' cash flows represent solely payments of principal and

interest, are measured at fair value through net assets/ eqtlity. Movements in the carrying

amount are taken through net assets, except for the recognition of impainnent gains or losses,

interest revenue and foreign exchange gains and losses which are recognized in

surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate rnethod.

l'air value through surplus or dclicit

Financial assets that do not meet the criteria for amortized cost or fair value through net

assets/ equity are measurcd at fair value through surplus or deficit. A business model where

the entity manages financial assets with the objective of realizing cash flows through solely

the sale olthe assets would result in a fair value through surplus or deficit model.

'f rade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

arnounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is rnade of doubtful receivables based on a review of all outstanding amounts at the

year end.

Impairment

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

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

entity recognizes a loss allorvancc lbr such losses at each reporting date. Critical estimates

and significant judgrnents made by management in deterrnining the expected credit loss

(ECL) are set out in Note xx.

l4
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Summary of Signlllcant Accounting Policles (Contlnued)

Financial llabillties

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

g) 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 ofthe
inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its prcsent location and conditions are accounted

for, as follows:

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

D Finished goods and work in progress: cost ofdirect materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity, but excluding
bonowing 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 ofthe Entity.

h) Provisions

Provisions are recogrrized when the Entity has a present obligation (legal or constructive) es 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 llre statement of financial performance net of any

reimbursement.

l5

i) Social Benefits

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

meet the eligibility criteri4 ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit

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

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

entity will incur in fulfilling the present obligations represented by the liability.
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Summary of Significant Accounting Policies (Continued)

j) Contingent liabilities

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

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

embodying economic benefits or service potential is remote.

Contingent assets

'l'he 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 recognized in the financial statements

ofthe period in which the change occurs.

k) Nature and purpose of reserves

'l'he Entity creates and maintains reserves in terms of specific requirements. Entily to slate the

reserves maintained and appropriate policies adopted.

l) Changes in accounting policies and cstimates

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.

m) 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 hnefit 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.

l6
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Summara of Slgnllicant Accounting Pollcles (Continued)

n) Forcign currency transaclions

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

the date of the tralsaction. Trade creditors or debtors denominated in foreign currency are

reported at the statement offinancial position reporting date by applying the exchange rate on

that date. Exchange differences arising from the settlement ofcreditors, or from the reporting

of creditors at rates different from those at which they rvere initially recorded during the

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

o) Borrowlng costs

Bonowing costs are capitalizEd against qualifuing assets as part of property, plant and

equipmeni. Such borrowing costs are capitalized over the period during which the asset is

being acquired or constructed and bonowings have been incuned. Capitalization ceases when

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

p) 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.

q) 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 ofcash 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 ofthe financial year. For the purposes ofthese financial

statemenls, 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.

r) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

a
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Summary of Significant Accounting Policies (Continued)

5. Signilicant judgments and sources of estimation uncertainfy

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 all judgements, estimates and assunrptions made e.g.

a)Estimates and assumptions

b)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:

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

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

processes

) The nature ofthe processes in which the asset is deployed

) Availability of funding to replace the asset

) Changes in the market in relation to the asset

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 xxx.

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

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

(lnclude provisions applicable for your organisatiott e.g. provision for bad debts, provisions

ofobsolete stocks and hott, management estimates these provisions)

l8
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6. Notes to The Financial Statements Continued

l. Transfers from County Govcrnment

2, Fines, penalties and othcr levies

(Provide brief explanation for this revenue)

3, Interest income

Transfers From County Gol't. -Operations

Unconditional Development grants

Total

late Payment Penalties

Fines

Total

23,400Bal b/f

61,9E9Recovered interest

85,389TotBl lnterest lncome

l9

a

Payments By County On Behatf Of The Entity

Notes to the Financial Statements Continued

(NB: Alt income should be classi/ied as far as possible in the relevanl classes and other income

should be used lo recognise income not elsewhere classilied. Disclose write bacl<s if any or recoveries

from *'rire o/ls).

)
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4. Other Income

5. Use ofGoods and Servlces

Social bene/it schemes include beneJits such as cosh tansfers for unemployment or elderly in line
wilh IPSAS 42

16,t54 60,I 64Balance b/f Main Account Equity

59,000481,7 t3Portion of capital transferred

14,898Other income(training and insurance)

1,300,000Borrowing from J LB

1,419,164512,765'I'otal Other Income

42,000Ceneral Office Expenses

Loan Processing Costs

Professional Services Costs

56,00014,880Catering services

526,000400,000Board Allowances
900I,475Bank Charges

Electricity And Water Expenses

Fuel And Oil Costs

Postage And Courier

13,550Printing And Stationery

Rental Costs

Security Costs

59,000 4l 3,000'[elephone And Communication Expenses

Audit Fees

365,1 l0t07,20sDaily Subsistence

Social benefit expenses+

1,403,010596,1l0'lotal

20

I

a
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Provision For Doubtful Debts
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6. De reciation and Amortization Ex nsc

8. Receivables from exchange transactions

Property Plant and Equipment

Intangible Assets

'I'otal

a) Current Account
16, 1542,0449602',1874292sI3quity Bank -Main Account

36,580960278742949Equity Bank-Recoveries Account
361,41938,624Grand Total

I,'il6,974.103,093,381.99Interest Receivable

25,462,004.0045,01 5,485.50ents DueCurrent Loan a

2,233,952.604,t97,877.51Penalties Receivable

e DebtorsOther Ex

Less: lm airment Allowance

29,412,930.8652.306,745.00

Non-Current Receivnbles

1,438,396.89- Term lnterest ReceivableL

19,766,162.00Tenn Loan Repayments DueLon

I ,846,129.0 ILon teml nalties receivables

23,050,688.24Total Non- Current Receivables

52,463,619.10s2J06,74s.00Total Receivables From Exchange Transactions

7. Cash and cash equivalent

345,26s

Totnl Cu rrent Receivables

2t
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Notes to the Financial Stotements Continued

Additional disclosure on interest receivable

Interest Receivable

t,7 t6,9'743,093,3 82
lnterest receivable from current pot1ion of long-terln
loans of previous years

t,438,397
Accrued interest receivable from of long+erm loans of
previous years

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

Current loan repayments due

45,015,485.30 25,462,004Current ponion of long-term loans from previous years

t9,766,t62
Accrued principal from long+erms loans from previous

periods

Current portion of long+erm loans issued in the cunent
year

22
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t

Notes 'fo The Financial Statements (Continued)

9. Property, plant and equipmcnt

t,870,700r, t 10,800 729,900At I't July 2022
Additions
Disposals
Trans ferVAd.iustrnents

1,870,700729,900I,140,800At 30'h June 2023
I,140,800At I't July 2023

Additions
Disposals
Transfer/Adjustments

r,870,700729.,900I,I 110,800At id-.tune 2oz
irmentDepreciation And lm

At l'r July 2022
Depreciation
lmpairment
At 30t June 2023
At l'r July 2023

Depreciation
Disposals
lmpaimrent
Transfer/Ad iustment

I,870,700729,900I,140,800At 30th June 2024
Net Book Values

729,900 I,870,700I, r 40,800At 30'h June 2023
729,900 I,870,700I,140,800At 30hne 2024

23
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Notes to Thc Financial Statements (Continued)

10. Intangible assets

Cost

820,000820,000At Beginning of The Year

Additions
820,000820,000At End ofThe Year

Amortization And Impairment
820,000820,000At Beginning of Thc Year

Amortization
820,000820,000At End of 'I'he Ycar

Impairrnent Loss

820,000820,000At End ofThc Year
820,000820,000NBV

a

24
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a

Notes to The Financial Statements (Continued)

ll. Tradc and othcr ables from exc transactions

(NB: Amount under deposits and retenlions should tie to cash held in deposit account)

12. Provisionsa

Trade Payables

Refundable Deposits

Accrued Expenses

Other Payables

Total Trade and Other Pa ablcs

7o of the
Total2022-20232023-2024

Ageing analysis (Tratle and other
paysbles)

%%Under one 1,ear
%%

I -2 years
%%2-3 years
%%Over 3 ars

lie to Bbovc total)Total (

OfThe YearBalance At thc Beginning

Additional Provisicns

Provision Utilised
Change Due To Discount And Time Value

Transfers From Non -Current Provisions

Balance At The End ofThe Year

25

I

"h of
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Total

For Money
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13. Borrowings

14. Cash cnerated from o rations

(fhe total ofthis statement should tie to the cash tlov section on net cash flows from
operating activities)

I

1,300,0001,300,000Balance At Beginning of 'I'he Period

External Borrorvings During thc Year

Domestic Borrowings During the Year

Repayments Of External Borrorvings During the

Period

Repayments Of Domestics Borrowings During the
Period

1,300,0001,300,000Balance At End of The Pcriod

(14,110)For thc Year Beforc 'I'axSurplus/ (Deficit)

Adjusted For:

Depreciation

Amortisation

Gains/ Losses On Disposal Of Assets

(85,3 89)lnterest Income

Ijinance Cost

Wolking Capital Adjustmc nts

Increase In Inventory
(435,e77)lncrease ln Receivables

lncrease In Payables

(535,476)Net Cash Flow ['rom Operating Activities

26
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Vihiga County Trode and Enterprlse Fund
Annual Report and Financial Slotements for the yetr eruled June 30, 2021

Notes To The Flnonciol Slotements (Conltnued)

15, Rclated psrty balanccs
a) Nature ofrelalcd party rclationshlps

Entities and other parties related to the Fund include those partics who have ability to
exercise control or exercise significant influence over its operating and financial decisions

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

The fund/scheme is related to the following entities:

a) The County Covemment;
b) The Parent County Govemment Ministry;
c) Key management;
d) Board ofTrustees; etc.

b Related transactions

c ma ement remuneration

tl Due from related rties

Transfers To Related Parties

Board OlTrustees

nsationMana ment ComKc

Due From Parent Ministry

Total

27
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Vihiga County Trade ond Enterprise Furul
Annual Repo and Financial Statemenls for lhe year ended lune 30, 2024

c Due to related rties

16. Contin ent assets and contin ent liabilities

(Give details)

Due To Parent Ministry

Due To County Government

Due To Key Managernent Personnel

Total

Court Case Xxx Against the Fund

Bank Cuarantees

Total

28

Other Disclosures Continued
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Vihiga County Trade ond Enterprise Fund
Annual Report and Financlal Stotements for lha yeor ended June 30, 2024

Notes To The Flnancial Statements (Continued)
17. Financial risk management
The Fund's activities expose it to a variety offinancial risks including credit and liquidity
risks and effects ofchanges in foreign curency. The Fund's overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect ofsuch 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) Crcdit risk
The Fund has exposure to credit risk, rvhich is the risk that a counterparty will be unable to
pay amounts in flrll rvhen 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 Bssesses 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 directon. 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 ofthe
current economic environment. The carrying amount offinancial assets recorded in the

financial statements representing the entity's maximum exposure to credit risk without taking
account ofthe value ofan collateral obtained is made u as follows

(NB: The totals column should tie to the individual elements of credit risk disclosed in the

entity's statement of financial position)

l}

At 30 June 2024
Receivables From Exchange
Transactions
Receivables From Non-Exchange
Transactions

Bank Balances

Total

Receivables From Exchange
Transactions
Receivables Front Non-Exchange
Transaclions
Bank Balances

Total

-
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Vihiga County Trade and Enterprise Fund
Annual Reporl and Finuncial Slalemenls lor lhe S,sn7 ended lune 30,2024

Notes To The Financial Statements (Continued)
The customers under the fully performing category are paying their debts as they continue

trading.'l'he credit risk associated with these receivables is rninirnal and the allowance for
uncollectible amounts that the entity has recognised in the financial statements is considered

adequate to cover any potentially irecoverable amotlnts.

The entity has significant concentration of credit risk on amounts due from xxxx
The board oftrustees sets the Fund's credit policies arrd 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
rnonths equal their carrying balances, as the impact of discounting is not significant.

a

,

At 30 June 2023-2024

Trade Payables

I,300,000 1,300,000Current Portion Of Borrowings

Provisions

Employee Benefit Obligation
1,300,0001,300,000Total

At 30 June 2022-2023

Trade Payables

r,300,0001,300,0c0Current Portion Of Borrowings

Provisions

Ernployee Benefit Obligatio4
1,300,0001,300,000Total

30
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Vihiga County Trode arul Enterprise Fund
Annual Report and Fino,rcial Slalemenlsfor tlte year ended lune 30,2024

Notes To The Financial Statements (Continued)

c) Market risk
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 desigr and effectiveness of its internal

accounting and operational controls.
Market risk is the risk arising fronr changes in market prices, such as interest rate, equity
prices and foreign exchange rates which rvill affect the entity's income or the value of its
holding of financial instruments. The objective of nrarket risk management is to manage and

control market risk exposures tvithin acceptable parameters, rvhile optimising the retum'
Overall responsibility for rnanaging market risk rests rvith the Audit and Risk Management
Committee.
The Fund's Finance Department is responsible for the development of detailed risk
managernent policies (subject to review and approval by Audit and Risk Management

Committee) and for the dayto-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.

Foreign currency risk
The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in cunencics other than the local currency. Invoices

denominated in foreign currencies are paid after 30 days from the date ofthe 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

rno liabilities at the end ofthe re rti riod are as follows

The Fund manages foreign exchange lisk form future commercial transactions and recogrise

assets and liabilities by projecting for expected sales proceeds and matching the same with
expected payments.

d

At 30 Jrrne 2023-2024
Financial Assets

lnvestments

Cash

DebtorV Receivables

Liabilities
Trade And Other Payables

Borrowings

Net Foreiqn Currency Asset/(Liability)

3l

rf

a

t.
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Vihiga County Trade and Enterprise Fund
Annual Report und Financial Sftrtementsfor lhe yenr eruled June 30,2024

Notes To The Financial Statements (Continued)
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 Ken shilli a iated with all other variables held constant

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

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

deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure

arises mainly from interest rate movements on the F'und's deposits.

Management of intcrest rate risk
'fo rnanage 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 irnpact 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 perfornted on the srme basis as the

prior year.

I

D

ll.

(

2023-2024

t0%

USD

Euro t0%

t0%USD
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Vihiga Counly Trade arul Enlerprlse Fund
Annual Report arul Flnonciol Slotements for lhe year ended June 30, 2024

e

Rcvolving firnd

a

?

Revaluation reserve

54,t99,58453,7 17 ,87 IRevolving fund

l6,l 54I 8, 198Accumulated surplus

54,215,73853,736,069Total firnds

1,300,000Total borrorvings

(36r,419)(38,624)Less: cash and bank balances

53,854,3 l953,'l14,007Net debt/(excess cash and cash equivalents)

0.029%0.034%Gearing

54,199,5E454,199,584Balance b/f
Additions

54,199,58454,199,584Opening balance for the
year

376,064274,670Recoverics
6l,989Interest income

293,6642t2,68tPrincip le recovered

284,854206,30tRevolving fund
recovered

Revolving fund balance
8,8106,380Other incomes

45,810,49645,604,195Outstanding revolving
fund

481,7 t3Utilized revolving fund

8,389,0888,1t3,676Recovered Revolving
fund balance

54,199,58453,717,871Total funds

33

Notes To The Firrancial Statements (Contlnued)

d) Capital risk manogement.
The objective ofthe Fund's copilal risk management is to safeguard the Fund's ability to
continuc as a going concem. The entity capital structure comprises of the following funds:

82,400



Vihiga County Trade and Enlerprise Fund
Annual Report arul Financial Slalcmcnts for lhe year erulel June 30,2024
18. Events after the reporting period
There were no material adjusting and nou- adjusting evettts after the reporting period.

19. Ultimate and Holding Entity
The entity is a County Public Fund established by Vihiga County Trade and Enterprise Fund

Act under the Ministry of Commerce, Tourism and Co-operatives. Its ultimate parent is the

County Covemment of Vihiga
20. Currency
The financial statements are presented in Kenya Shillings (Kshs). a

I

t

i
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a
I

(

a

20. Annexures

Annex I: Progress on Follow Up of Prior Year Auditor's Rccommendations
Thc following is the summary ol issucs raised by the extcrnal auditor, and management
comments that were vided to the auditor

a

J

I

t

I

Misstated other
income amount
ofksh 1,419,164

The amount rvas a

borrowing of Kshs.
1,300,000 from JLB and
Kshs. ll9,l64from
recoveries account.'Ihis
was due to lack of
funding from the county

Not resolved

2

Unsupported
receivables from
exchange
transactions

The management rvas

able to obtain schedules
to support the amount of
Kshs.52,463,619

J

Unsupported
Property,plant
ond Equipment
balance of Kshs
.1,870,700

Due to lack of
depreciation poticy in
place, the assets were
reported at cost.The
rnanagement maintains
an asset register

Resolved

4

Unsupported
intangible assets

balance Kshs
820,000

The management bought
a software and made
some amortization
charge. However, the
management had to
report the asset at cost
due to lack o
depreciation policy.

Resolved

Unsupported
closure of Bank
Accounts KCB

The accounts were
closed when the fund
changed from
Emporverment to
Enterprise fund

Resolved5

Inaccurate
Disclosure ofthe
of Accumulated
surplus

The management has

taken into account the
issue and noted

Not resolved6

7

Statement of
Changes in Net
Assets of Kshs
54,t99,584

The management has

noted the difference and
action will be taken to
rectifo the inaccuracy

Not resolved

Due to lack of funding Not resolvedI Outstanding

35

Subject to
availability of
funds

Resolved



Vihiga Counly Trule und Enterprise Fund
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the management could
not produce llo(ices,
rnake calls to defaultcrs
rnaking the recoveries
difficult

loans of l(shs
23,050,688

Not lesolved

The management
acknorvledgcs the lact
and promises to adjust
on theil rvorkings

Non-collcction of
penalties and

fines

Resolved

1'hc management lras

taken the matter alld ill
the year 20231202t1 the
budget is in placc

3

Failure to provide
approved annual
estimates

Not resoh,ed

The nranagement
acknowledges the matter
.The fund did not receive
any funding frorn the

county nraking it
dilficult 1o pay rncrnbers
rvho are legally in ofTice

and must attend
mectirtgs

-l

Use ofCoods
and services ol'
Kshs 1,403,010

Lack o f strategic
plan,Risk
lnanagenlent
policy and
stratcgy

'flre nranagement
acknowledges lhe
matter'.1{orvcver, lhe said
documents have bcen

dralted and alc in
various stages ol
conrpletion

,
t

,l

Resolvecl

l

a

Iiuntl l\ilanlger

Dta

,
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