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S. ( ot'1tot:tlr' (,rtrtrtt:ttltt' \l:tl('tlt('tll

l lte Vilril.i ( i\unl\ .\.r,.'r;rlr1r ( ,u I rriln ltttrl \'lrrrlultgt Sr lt.'ttt. .rt( .r lc\()l\ inu lirn,l c:tlthlr'.ltr'tl

Iur:.UJItt ltr lltr's:ll; tcs.ln(l I (' I I I r I I ) (' I i I I i 1 r I I ( ()rnlllr s\i( rll (\l(( l \ riL lllill llllllllr(r S I{('' I S \\ llI 1J

ol l-1" Icl'rrrr;trr l()il \r.'r'ltrrtr l(,f (,1 ll)r l'trhltc I i11;1111'1 \l:rtt.trt( ttl('l1l (l'l \1 t \ct l()ll ll:
rttanrlirtc i\ l() I)t()\ itlt.t:.lr lr.r:rn: I() \t.lll lllr'nrhcrs. llr(' lun(i r\ ( {r'tlrltlll{.'(i l() cll\tlrlllLl Ct)ll)lrllilll(('
\\ith fL'UUiitl(rt \ il|(l \uP(r\ l\()r\ ( rrl-l)r)l;ll(' !()\tl.l).lllCC l('rltlll!'lll('lll\ LSSCrtti;rl trl tttr.'

CSlJhltShlICltt ()l a e()rn(rrillC to\eln. lLC lr;.rrtte rtorL lll lll( lilll(l l\:l l0rllllll 1]0\Crnilllac \lrtl( llll(
rrith hoartl |t:lnlrtlcntcl)l tl\.tl.,('\ lltc o|er:ttiotts ()l'lhc lllt)(l :tt(' L'rt\ crnc(l h\ thc Vihig:t ( ()tlrll\

,'\sscnthlr ( :I l.t)i r lcrlil;ttl(rnr -l(,1]. l llu slnlclurc rs (l(strnc(l l() crlstlt'c an itllilrtllr--d (lL-e i\loll
l akill! []r()c('s\ h:l.rti .ltt:l('( llr.il('l-cJ]()rlin! lo lhc c(llrlltllllcc

llrc rc!rtrl:tliorrs l(lli Jrr,,r rrics llr:rl tlr('(()nr|nrttcc nrctllher\.lt:rll l.c r'lla(ic tlp llrc truslcc..

inclLrdinu tlrr clrairnt;lr .nrrl .lrlrlla(rn\r\l (rl ir cllirinlr:lt lrt)(l \i\ rrll)('r trtctllhct-s rdctttillc.l lor

apn()ilttnlut)t rltrrlrglr lr (()ntl)clrlr\e il()cc\s. lht hrrartl ()l rtl:lt)il!('tl)!lrt is rcsportsihlc lilr thc
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Irr:tintlrin lirll lrrrtl c t I t't l r r c' L ( ) I ) I t ( r I (r\('r lhc \l rillc!ic. linlrrrei:rl. (lP('l Jll()llit l llll(l c( )nl pllilllct'
issucs. Ihc (iil\ l() (lil\ rurrrrlrrr: {\l tltc r)l)cr:}lion: ol tltu lirrttl rr ilt'lt'!.llc(l l() lltc litttd atilttttttslt.ll,rt

lrut thc h()itrJ ol rrr;trr.r!crrtr. rrl ir t(slrott.,rl.rlc l,rr cstahlirhrtlr.l irn(l tllltitttltitttttu tlrc lirlrtl. \\ slclll l

irrtcrnlrl c()nlr()l\ lor lhc reuli,r Jli()r) r)l rl: nrirnLl:ltc ()l 11r()\ r(ltrr! llttrtrtutitl stlJlp()rl lilr itllJrr.rrctl
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REPORT OF THE AUDITOR-GENERAL ON VIHIGA COUNTY ASSEMBLY MEMBERS
AND STAFF MORTGAGE AND CAR LOANS SCHEME FUND FOR THE YEAR ENDED
30 JUNE, 2024

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 Lawfulness 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.

An Adverse Opinion is issued when the Auditor-General determines that the financial
statements are materially misstated and are not fairly presented in accordance with the
applicable financial reporting framework. The Report on the 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.

Report of the ..luditor-General on l'ihiga ('ount1' ..lssenhly illembers ancl Staff llortguge und Car l,ouns Scheme F und

.[or the yeur ended 30 June. 2021

PREAMBLE

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

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



REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Vihiga County Assembly
Members and Staff Mortgage and Car Loans Scheme Fund set out on pages 1 to 29,
which comprise of the statement of financial position as at 30 June, 2024 and the
statement of financial performance, statement of changes in net assets, statement of cash
flows and statement of comparison of budget and actual amounts for the year then ended
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, in all
material respects, the financial position of Vihiga County Assembly Members and Staff
Mortgage and Car Loans Scheme Fund as at 30 June, 2024 and of its financial
performance and its cash flows for the year then ended, in accordance with International
Public Sector Accounting Standards Accrual Basis and do not comply with the Public
Finance Management (Vihiga County Assembly Members and Staff Mortgage and Car
Loans Scheme Fund) Regulations, 20'15 and the Public Finance Management Act, 2012.

Basis for Adverse Opinion

1. Unsupported Revenue from Exchange Transactions

The statement of financial performance reflects an amount of Kshs.29,665,539 resulting
from interest income of Kshs.4,783,620 and other income of Kshs.24,881,919. However,
the following unsatisfactory matters were observed:

1.1. Unsupported lnterest lncome

The statement of financial performance reflects an interest income of Kshs.4,783,620,
which, as disclosed in Note 1 to the financial statements relates to income from mortgage
loans. However, this amount was not supported with verifiable loan amortization schedule
showing how the interest was earned.

1.2. Other lncome

The statement of financial performance reflects an amount of Kshs.24,881,919 relating
to other income. The amount is described in the statement of cash flows as receipts from
other operating activities, which is further disclosed in Note 8 to the financial statements
as events after the reporting period. However, no workings were provided to show how
the amounts were arrived at or the nature of the adjusting entries after year end.
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ln the circumstances, the completeness and accuracy of the total revenue amount of
Kshs.29,665,539 could not be confirmed.

2. Unsupported Rates paid to Fund Management Committee

ln the circumstances, the accuracy and completeness of Kshs.2,774,000 paid as
allowances to the committee members could not be confirmed.

3. Unsupported Receivables from Exchange Transactions

The statement of financial position reflects an amount of Kshs.69,985,009 relating to
current portion of long-term loan and an amount of Kshs.1 11,679,203 relating to long term
portion of the long-term loan, alltotaling to Kshs.181 ,664,212, which is an increase from
last year's current portion of the loan of Kshs.39,946,099 and Kshs.71 ,110,541 for long
term amount, which totaled Kshs.1 1 1 ,056,640. The additional loan amount of
Kshs.70,607,572 from the previous year's amount was not supported with any
documentary evidence. lt is therefore not clear how it was arrived at.

ln the circumstances, the completeness and accuracy of the current and non-current
receivables could not be confirmed.

4. Unsupported Current Portion of Borrowings

The statement of financial position reflects current portion of borrowings of
Kshs.1 ,127 ,411 as disclosed in Note 6 to the financial statements which is a decrease of
Kshs.5,856,243 from the prior year amount of Kshs.6,983,654. Fund management
attributed the decrease to loans disbursed to the members who had made prepayments
in their loan accounts. Scrutiny of the receivable's ledgers indicated an amount of
Kshs.99,500,000 as loans disbursed in the year. However, these balances were not
reflected in the financial statements.

Review of the IPPD car loan and mortgage deductions from July, 2023 lo June,2024
showed that one officer had a monthly deduction of Kshs.93,950.95. The officer's loan
balance decreased from Kshs.4,426,134.62 in July 2023 to Kshs.3,392,674.17 in

June,2024 reflecting a total decrease of Kshs.1 ,127,411 which is the total summation of
the monthly deduction made, its therefore unclear why this amount is being reported as
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The statement of financial performance reflects an amount of Kshs.2,774,000 relating to
general expenses. The amount relates to fund administration expenses, being allowances
to the Car Loan and Mortgage Fund Committee for approval of loans. Review of the
payment vouchers indicated that each member was paid for fifty-five (55) sittings instead
of the sixteen (16) sittings provided by The Kenya Gazette VOL.CXXIV-No.'145 dated
27 July, 2022. Addltionally, the minutes attached to support the sittings had fewer
payments than those made for sittings. Additionally, the fund had only one Fund
Management Committee and lacked the Members of County Assembly sub-committee
and Members of Staff sub-committee in contravention with the fund's regulations.



borrowings (prepayments) by the Fund, yet the IPPD records indicates that the officer
had an outstanding loan balance.

ln the circumstances, the occurrence, accuracy and completeness of the current portion
of the borrowings could not be confirmed.

5. Inaccurate Opening Net Assets Balances

The statement of financial position reflects comparative net assets balance of
Kshs.159,964,488 instead of 159,898,632 resulting in an unreconciled variance of
Kshs.65,856.

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

(i) The statement of cash flows for the period reflects loan disbursements paid out
in the year under review of Kshs.132,300,000, while ledgers reflected an
amount of Kshs.99,500,000 resulting to unreconciled variance of
Kshs.32,800,000.

( ii) The loan repayment of Kshs.55,1 18,081 was not supported with documentary
evidence. lt is not clear how it was arrived at. ln addition, proceeds from loan
principal of Kshs.54,525,998 was also not supported with any documentary
evidence.

ln the circumstances, the cash and cash equivalent amount of Kshs.5,803,923 could not
be confirmed.

7. Long Outstanding Loan Balances

The current portion of long{erm receivables from exchange transactions balance of
Kshs.69,985,000.00 and as disclosed in Note 4 to the financial statements includes long
overdue debts totalling to Kshs.1,439,049.58 owed by two (2) MCAs in the first assembly
from year 2014 lo 2017 which were not repaid by the end of the assembly's term in
August, 2017. The two (2) MCAs are indicated in the schedules supporting the financial
statements to hold balances totalling to Kshs.1,439,049.58 although the ledger accounts
for the defaulters were not maintained. Additionally, the two (2) have made no effort to
repay their loans in the year under review.

for the 1'sq7 gnd.d 30 June, 2024
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6. Unsupported Entries in the Cash Flows Statement

The statement of cash flows reflects net cash amount of Kshs.5,803,923, while the
statement of financial position reflects an amount of Kshs.5,803,922. Review of the
statement of cash flows revealed the following unsatisfactory matters:



ln the circumstances, the accuracy and recoverability of the current portion of long
receivables from exchange transactions of Kshs.69,985,000 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSA|s). I am independent of the Vihiga County Assembly Members and Staff
Mortgage and Car Loans Scheme 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 adverse opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts indicates a budget on
revenue on interest income of Kshs.4,000,000 and an actual revenue of Kshs.4,783,620
resulting to a variance of Kshs.783,620. ln addition, the fund budgeted to spend
Kshs.1,338,333 during the year but spent Kshs.2,777,355 resulting to a variance of
Kshs.1 ,439,022 for the year under review. lt was also noted that the fund did not have an
approved budget for the year under review.

My opinion is not modified in respect of this matter

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Adverse Opinion, I have determined that there are no other key audit matters
to communicate in my report.

Other lnformation

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

ln connection with my audit on the Fund's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is

materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this other information and I am required
ReportdihelutfioiTeneral on Vihiga County Assembly Members and Sta/f Mortgoge an

E
for rhe year ended 30 June, 2024

d Car Loans Scheme Fund

Key Audit Matters



to report that fact. Based on the audit procedures performed, because of the significance
of the matters described in my Basis for Adverse Opinion, I confirm that the Other
lnformation is materially inconsistent with the financial statements

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

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 laMully and in an effective way.

Basis for Conclusion

ln the circumstances, Management was in breach of the law. Additionally, this means that
the fund administration is holding securities against which the loans were taken but these
have not been valued, charged or jointly registered, thus not legally binding. This
therefore means that the securities cannot be repossessed or claimed against non-
performing loans.

2. Lack of Mortgage Protection and Fire Policy

Review carried out on the car and mortgage loan repayment schedule revealed
receivables of Kshs.181 ,664,211 as at 30 June, 2024. However, the management had
not arranged for the mortgage protection and fire policy insurance cover in the year under
review, contrary to Regulation 21(1) of the Public Finance Management (Vihiga County
Assembly Members and Staff Mortgage and Car Loans Scheme Fund) Regulations, 2015
which provides that a borrower shall take out and maintain a mortgage protection and fire
policy with an insurance firm approved by the Board.

for the year ended 30 June, 2024
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1. Failure to Charge Properties Financed through Loans

The statement of cash flows for the period reflects loan disbursements paid out in the
year under review of Kshs.132,300,000. This information is also corroborated by the
Fund's Chairman Report. The was disbursed to forty-one (41) beneficiaries. However,
only four titles deeds were provided for audit review. lt was also noted that some title
deeds were still in the name of the property sellers and although in the custody of the
management, the title deeds were not registered in joint ownership by the County
Assembly Service Board and the beneficiaries contrary to Regulation 20(1) of the Public
Finance Management (Vihiga County Assembly Members and Staff Mortgage and Car
Loans Scheme Fund) Regulations,2015 which provides that the Board shall have a
charge registered on property financed through a loan granted under these regulations
and shall be entitled to have its name entered in all documents of title for that property.



ln the circumstances, Management was in breach of the law. ln addition, in the event that
a mortgage holder passes on or the mortgaged property was destroyed by fire, it may be
difficult for the Fund to recover anything.

3. Unsupported Rates paid to Fund Management Committee

The statement of comparison of budget and actual amounts reflects a final budget
allocation for fund administration expenses of Kshs.1,333,333 while the actual on
comparable basis of Kshs.2,774,000. This shows that the car loan and mortgage fund
spent Kshs.1 ,440,667 without a budget. Further, the amount of Kshs.2,774,000 relates to
payment of allowances to the Car Loan and Mortgage Fund committee for approval of
loans. Review of the payment vouchers indicated that each member was paid for fifty-five
(55)sittings instead of sixteen (16) sittings provided by The Kenya Gazette VOL.CXXIV-
No.145 daled2T Ju|y,2022. Additionally, the minutes attached to supportthe sittings had
fewer payments than those made for sittings. Additionally, the fund had only one Fund
Management Committee and lacked the Members of County Assembly sub-committee
and Members of Staff sub-committee in contravention with the fund's regulations.

ln the circumstances, Management was in breach of the law

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(1Xa) of the Public Audit Act, 2015, 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 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. lncomplete Entries in the lndividua! Ledger Accounts

Reflected in the statement of financial position and as disclosed in Note 4 to the financial
statements is Kshs.11,679,203 relating to long term receivables from exchange
transactions. However, review of the individual debtor's ledger accounts for car loan and
mortgage loans revealed that the type of loan was not indicated for all beneficiaries.

EeportqhAAn-ibrCeneral on Vihiga County Assembly Members and Staff Mortgage an
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Further, there was no indication of review of the ledgers by an appointed or authorised
reviewer. Additionally, the ledgers did not have index and folios for ease of tracing the
individual ledger accounts of the beneficiaries as recorded and the fund maintarned
manual accounts for all the beneficiaries which is prone to errors and manipulations.

2. lneffective lnternal Audit Unit

3. Non- lmplementation of Recommendations of Oversight Bodies

During the year under review the management did not provide reports on implementation
of the recommendations of Legislative Oversight Committees. Additionally, Annex 1 to
the financial statement does not include the progress on follow up of prior year audit
recommendations.

ln the circumstances, the effectiveness in implementation of the recommendations of
Legislative Oversight bodies could not be confirmed.

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 Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards Accrual
Basis and for maintaining effective internal 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.

During the year under review, it was noted that there was no internal audit review of
the Fund's activities contrary to Section 73(3)(b) of the Public Finance Management Act,
2012 which require that the lnternal Auditor shall conduct internal auditing which includes
risk-based, value-for-money and systems audits aimed at strengthening internal control
mechanisms that could have an impact on achievement of the strategic objectives of the
entity.

for the year ended 30 June, 2024
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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,
t2015.

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.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The 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 level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

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

,

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

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the 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.

/or the year ended 30 June, 2024
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Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report

FCP , CBS
AUDITOR.GENERAL

Nairobi

16 December,2024

Report of the Auditor-General on VWa County Assembly Members & Staff Mortgage

for the year ended 30 June, 2024
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7. Iinancial risk nranagenrenl

Ihc I trntl's ilcti\ilic\ c\p()\c it Io :t rariclr ol linancial risl,s inclurlinl e rcdit ;rntl liqurtlitr rirks
antl cllt'e ts ()l chanrto\ irt lirrei.r:rr (rrrrcn(\ Ihc I untl's trrcrall risk rranaucr)rcnl progp31.1.,,,.,a
I()!ti\c\ ()n unprctlrclahilitr ()l ellluluc\ in thc hrrsiltess crrr ironnrcrrl :rntJ sccks lo rtrinirrrisc lhc
n()lcnlrJl atlrcrsc cllt'ct rrl srreh risk' ()n il\ pcrl()nnancc h\ \cllr)tt itcccntahlc lcrcls rrl rrsk
lhc ltrtrd docr rrol hctitc :rnt risks anti hits in placc pttlicrcs l() cn\rtrc lhat crctlrt is rtnlr
c\lcndc(i l(r custorrcr\ ir ith an csurbli:hed eredit historr.

lhe I Lrrtti's llnancial risk trtanuucrncnt ohjccrircs antl policics arc tlctailcd hcl11

a) ( redil risk

Ihc I Lrntl ]tas grp1rs1111.'lrr crctiil rrsk. rrhie h i: thc risk that a e()unlcrparl-\ \\ill hc unahlc l() na\itlllotlnl\ in lirll rrhcn tlrrc ( rcdit risk ariscs liorn ca:h antJ cash cqtriralcnt:- anrl dcpttsit: rritlr
hanks. lts rlcll as lratlc rtnd othcr rcccirlhlcs and ar,ailablc-lirr-sulc llnancial in\,c\lrllcr)l\.
\'lanauclllctlt as\c\sc\ thc ercdrt (luulil\ ()l cach cuslorncr. conritlcrinu its tlnancial p()\ilion.
pasl crPcricncc and ()lher laetors lndir idual risk lirnits arc \cl ha\cd on inlcrnal ()r c\lcrnill
a\\c\\rncl)l in acctlrdancc rrith linrits \cl h\ thc direclors Ihe arnounls nresenlcd in lhc
\lJlclllcnt trl llnanciitl p()\ili(rr irrc ncl (r, illl()\\Jnec\ lirrtlouhtlirl rccci\ablc\. c\tintatc(l h\ lhe
clllil\'\ lllanagelllcnl ha\c(i ()tl l.rrior crpcricnet and thcir asscssntcnl r)l lhc crlrrcnl 13c11()l)1c
cllr irottt'tlcnt. -l-hc earrrint antouttl irl llnancial t\scl\ rcc()rdrd in thc linanci:rl \tiltcntcnl\
rcnrc\cnttnlJ thc entrtr's l.nlrr,irrrrlrr c\n()\rtrc kr r-rcJil risl rr ithorrt llrking account ol lhc r:rlrrc
rrl ltn-r collate ral ol.rtlrinctl i\ nlll(le up as lirlkrrr s.
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lhc custotttcrs undcr lhc lirllr pcrtirrnring ealcg()r\ rrc pu\ing thcrr dchts as thcv c()nlinue
tratlint. lhc crcdit risk associatcd uith thcsc rccci\irhl('\ is nrininral arrd thc allorrancc tirr
une()llcctihlc arn()unl\ that the entil\ hit\ rcc()!ni\cd in thc l'inancial \lalctncnl\ is considcrcd
:t(lcquatc l() c()\ er an\ p()tentiall\ irrec()\ cralrlc atn()unt\.

Iltc hoartl ()l lru\tcc\ scls thc lund's crctlit policics and ohicclircs Jnd la\s dorrn pararnctcrs
rrithin rrhiclr lhc \ari()us aspccts ol'crcdit rirk rnanalrntcnl arc ()pcrall'(1.

It) l.ir;uitlilr rirL nr:rn:rgclnr.nt

I ltinrate rcsponsihilitr lirr liquiditr risk nrlnugcnrcr]I rc\l\ \\ ith the I untl Administrittor. !\h()
has huilt an apnr()priatc liquiditl risk ntlnatcntcnl lramcrrorl lirr thc nrarragcnrcnt of'thc
tntil\'\ \h()n. ntedium and long-tcnrt lirnding and litluiditr nranagcrrcnt requircntcnts. lhc
cnlil\ rrlanatc\ licluiditr risk through c()rltinu()u\ nrorritorinq ol'lirree asts and actual cash lIlus.

lhc tahle hcl()\\ rcprcscnls cash llorrs parahlc hr thc ltrnd Lrndcr non-tlerivalivc llnancial
lilhilitrcr b.r thcir rcrnaining conlractual tnalrrrilics al thc rcp()ninq datc. I he am()unls
dise loscd in thc table are lhc c()nlraclual untliscountcti cash llorrs. llalanccs duc uithin l2
tronlhs ccltutl their carrr'ing balanccs. a\ lhc irnpacl rll discountinl is not significant.
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rl I ( :rpital risk rrr:lnage rrrt'nt.

lhc rrhicctirc ol the I untl's capitill ri\L nranagcmrnl ir lo sulr'lluard thc I und's irhilitr to
e()lllirluc ils:t u()inLl c()nccnl lhc cntitr caprtal \lruclrrrc e([1]nri\c\trt thc lirllorrint lirnds
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lhcrc rrerc no rnalcrial adiurtinu and non- ad]usting c\cril\ 3llcr thc rcporlin11 pcriod.

9. I tltimatc and llolding l.nritr

llrc errtitr is a ('trunlr l)uhlic I und cstablishcd br scction 167 ot-thc I'l \t Act 20 ll undcr thc
l\'linistrr o1'I)e volution. lts ultirnule parcnt is thc ('trunlr (i()!crnrncnl trl Vihiga.

I0. ('u rrencr

lhc llnancial statcrnenls arc prc\cntcd in Ken,r,a Shillings (Kshs).
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