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VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR LOANS
SCHEME FUND

Annual Report and Financial Statements for the year ended June 30, 2024

1. Acronyvms and Glossary of Terms

a1 ACronyms

BOM Board of Management
[CPAK Institute of Certified Pubhc Accountants of Kenya
IPSAS International Public Sector Accounting Standards
PN Public Finance Management
pPsAasB Public Sector Accounting Standards Board
Kshs Kenva Shillings

h) Glossary of Terms

Fiduciary Management Ihe key management personnel who had financial responsibility
Provide a list of Acronmvms and Kev rerms used i ihe finan. ral report as per above example

The st 1o he exhanstive)
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VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGA GEAND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

d) Kev Management team

1 Ambaka Kilinga | I'und manager/administrator

R " Oscar Mivina Jagona 7 ' Director Financial and Planning
3 ! Abigacl Nvandova | Director Iuman Resources

4 " Francis Rakewa ‘ Principal Legal Counsel

5 ‘ Stephen Masambu ' Fund Accountant

6 | Michacl Oloo ' Payroll Manager

¢) Fiduciary Oversight Arrangements

I Directorate Internal Audit Cpa Peter Fdemba

2 Public Accounts Committee ("pa Nebert Avutswa

f) Registered Offices
P.O. Box 90 50300
Clerks chambers
Majengo-1 uanda Road Thighway
Nairobi. KI'NYA
2) Fund Contacts

[elephone: (254) 020 2094140
E-mail: vihigaassembly ¢ gmail.com

Website: www vihigacountyassembly.go ke
h) Fund Bankers
I Cooperative Bank of Kenya
Mbale Branch

P.O. Box 816 50300
Maragolh. Kenva

LA



VIHTIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR LOANS
SCHEME I'UND
Annual Report and Financial Statements for the year ended June 30, 2024

Kev Entitv and Management (Continued)

i) Independent Auditors

Audnor General

Ofce of the Auditor General
Annnversary fowers: Universiy W
I () Bon ~008d

GOP aulog

Nairohr Kenva
1) Principal Legal Adviser

I he -\HHH\C_\ Creneral
State T aw Oftice
Harambee Avenue
PO Boy40bi?

ity Square 002040

e
Nairobi, Kenva

k) County Attornes

Filuga Counin Fleadguariers



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAIF'F MORTGAGE AND CAR LOANS

SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

3. Fund Administration Committee

1. Joab Ambaka Kilinga ' Born in 1962
' Bachelor of Education in Economic & Business Studies
- from Kenvaua University.

” ; . o .
| Executive Master’s degree in Education. [.ecadership and
| Policy Management from Moi University.

1
|
J

|

j Certificate in Strategic |eadership from KSG

l | Having served in public sectors in more than a decade. he
ﬁ . has a wealth of experience in transformative lcadership and
[ I management best practices. !
J 2. Hon. Manoah Mboku Born in 1971 Elected Member of County Asembly 7’
| e e
|

|

\

J

|

f

3. Hon. Pauline Amwata ' Born in 1961 I:lected Member of County Assembly J
I
|

4. Francis Rakewa " Born in 1984
- Post graduate Diploma

Experience of over 12 years
i IS

'S, Oscar Jagona Miyinzi ' Born'in 1978
| Masters of Business Administration (2014)

| Bachelor of Commerce

Certilied Public Accountant

e .

- Experience of over 20 years.
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VITIGA COUNTY ASSEMBLY MEMBERS AND STAFD MORTGAGE AND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

3. Board/Fund Chairperson’s Report

1S my pleasure to present on behalt of the County Assembly Service Board. the Car 1 oan and
Morgage Fund financial statements tor the vear ended 30™ Tune 20240 The hinancial statement

presents the financial performance ol the fund over the past vea

e Review of the bund s pertorpniance

[ e mncome from inrerest amaounied to KNxin 38735 60 0 represenimng 120%0 of the budgeted amowni
af Kah 4 000000 T here is mo other mcone othier than piieresi income

b ]

Durmg the period atotal of Kshe 132300000 w as dishirsed as new and additional loans

Lhe toral expenditure durmg the period amownted 1o Ksh 3335 all of which were bank ¢harges

Fhere were also allowances pard 1o the commitiee amounting to Ksh 2774000 during the period
o [t onalook of thic Fund

Lhe outlook op the tand for the 1Y 2024 23 fooks provasimsye Farther recoveries swere made trom
/ &
the MCAS The owrstanding balance frony the 1Y 2022 23 of Kvh 33 TISO8T has been refundaed
hv the Cotnty ssemiblv A addnional Al 24581 9709 was added 1o the capital raisime it from
14
Ksh 12000 1o Al 149N The fund looks torvward ot contmued support form the Cownn

Covernment and development partners 1o the reali=arion of s mandate
[ take this opportumin 1o express my sincere grattude and appreciation to the County Government,
stakeholders, management and sttt for ther conunued support which made us achieve these

results

ook forward o vour continued support i the vear 2024 2029

o Ve € %/ /&75

Name

Charrperson of the Tund

an



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the year ended June 30, 2024

6. Reportof The Fund Administrator

s my pleasure to present the Vilnea County Assembly Member and Stat! Mortgage and Can
I oan Scheme T und s financiad statements tor the vear ended 30™ June 2024 The financial

statements present the tinancial performance of the fund over the past yvear

Fhe Fund was established an 177Ny 2013 and started with an iminal amount of Kshe 200 milhon
< )

since then a total of 161 loan beneficiaries have made borrowings amounting 1o Ksh. 5

3
mithon.
Financial performance

a) Revenue
In the vear ended 30™ June 2024 the tund projected revenues ot Ksh 4.000.000. Out of the
projected revenue the fund was able o realize Ksho 4,783,620 1 actual revenues representing

119% performance. an improyement from the previous ot 73% by 467

In the tihle below, we present an analyvsis of the revenue pertormance dunng the yvear
} A . .

Revenue Classification  Revenue Budpe CActual (Kshs) Realisaton (Ya)
i (K\ll\l )
Revenue Kshs Kshs Kshs.
Interest Income 4.000.000 1 3.783.620 120
Towal Income C1.000.000 ©3.783.620 100

hy 1 .oans

~

During the financial year 2023 2024 the tund disbursed new loans plus top ups totalling to Kshs

132500000
¢) Cash Flows

In this Y2023 24, we have manaeed o retund the balance of Kshs 33 TK.081 and the number
of beneficiaries increased 1o 16011 the cash and cash equivaient inereased from Kshs: 444249 10
Kshs, S.803.922 as at 30" June 2074 However due o the delayvs from treasury disbursements,
pavroll deductions tor the car Toan and mortgage for June 2024 had not been recerved which

resulied 1o our debtors
d)y Conclusion

In the financial vear 2023 240 Ksh S5 HIROGRT was paid by the County Assembly through the

imprest account which has cleared that outstanding borrowings



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFFMORTGAGE AND CAR LOANS
SCHEME FUND

Annual Report and Financial Statements for the vear ended June 30, 2024

Inthis FY 2023 240 the amount oned Ksh 22118081 has been fully pand and an addiional Ksh
4 881919 appropriated o the Car T oan and Mortgage account 1o boost s capital to Ksh

144 881,919

I ke this opportumty 1o thank the board of management for their support [ would also want 1o
thank all statt who we have worked hand i hand 1o ensure that Vihiga County Assembly Car

[ oans and Mortpage Fund achieve its nission



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFE MORTGAGE AND CAR TOANS
SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

7. Statement of Performance Against the County Fund’s Predetermined Objectives

he Tund's capital that had been reduced by Ksh 80 Milhon, was enhanced by Ksh 24881919 10

brimge the new revolving tund o Ksh T4RR1T919 Thos financial year has witnessed the lighest

1
|
amount ot foans bemg issued at Ksh 132300 .006)

Introduction

Section 164 () ofy of the Pubhc Finance Management Act. 2012 requires that. at the end ot cach
Nnancial vear. the Accounting officer when preparmg fimancial statements ot cach County
Government entty Government entities m accordance with the standards and formats prescernbed
by the Public Sector Accounting Standards Board imcludes a statement of the county povernment

entiny s performance against predetermined objecuves

[he kev development objectives of the Vilnga County Assembly Car Loans and Mortgage Fund

tor the vear are to

ar Provide qualine mortgase facilives for menbers of the county assembly and staff
b Pronvide car loans 1o enable menmbers and st prrchase their own personal vehieles for cas

maohiliy welun the couny and auiside

Progress on attainment of Strategic devclopment objectives

Below we

yrovide the progress on attamming the stated objectves:

o ensure all Number 0 97 During Y

sttt have access mortgages 36 out of 37 2024 Members
1o Maortgage successtulls mcas of County
Provision of tacilines apphied Al buat | Cassembly

Mortpage A med had accessed the

Cfacilities  to o all benehitted  from Cfacility and were
"members of this tacthiy able to buld

staff _ close of the vear their own

houses and

purchase

vehiceles



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFE MORTGAGE AND CAR TLOANS
SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

8. Corporate Governance Statement

(he Vihiga County Assembly Car 1 oan and Mortgage Scheme are arevolving fund established
pursuant to the salaries and remunceraton commission (SRCy crrcular number SRC/ TS WIS 14
of 14" T ebruary 2014 Secuon 167 of the Pubhe inance Management (PFM) Act 2012 Tis
mandate is 1o provide car Toans 1o statt members. The tund s comnutied o ensuring compliance
with reguiatory and supervisory corporate governance reginrements. ssential to the
establishment ot a corporate governance framework in the tund s tormal governance structure
with board management its apex The operations of the fund are poverned by the Vihiga County
Assemblv Car Loan repulations 20150 The structure 1s destgned 1o ensure an informed decision
making process based on accurate reporting 10 the commitiee

Ihe regulations 2013 provides that the committee members shall be made up five trustees.
ncluding the chairman and <hall consist of a chairman and six other members identitied for
appoimntment 1]1|nu;_'h 4 competiinve process. [he board ot managament s rc.\pun.\ihlc for the

I ong-term strategic direction of the fund and recruitment of the tund administrator and sentor
management. The board of management exercises leadership. enterprise. integrity and judgment
i directing the fund

[ he management s provaded with tull appropriate and tmely intormanon that enable them o
mamtain full and effective control over the strategic. tinancial. operational and comphiance
issues. The day 1o dav running of the operations of the fund s delegated 1o the fund admimistrator
but the board of management is responsible tor establishig and maintaming the funds system ol
internal controls for the realization of 1ts mandate of providimg financial support for improved

access 10 water and sanitation i areas without adequate service

All members of the tund manavement committee have been taken through a comprehensine
mduction program and are adequately tramed on their roles as board members. The members are
professional. committed and guided by the mission. vision and core values of commuttees.
mdividual members and the tund adnmimistrator are ey aluated by an independent body apaimsi

targets agreed at the begimnimg ot the yvear.
Fund management committee meetings

Ihe committee meets monthly or as required in order to monitor the implementation of the
fund’s strategic plan and achiesement of the trgets and 1o approve loans by members and statt
he commitiee also pass an oversight role over all financial operaton issues. The members heid

10 full board and two special board meetmgs during the Y2073 204

Audit and risk commitiee

In ensuring that corporate povernance and integrity s enhanced i between the governance ot the
fund. the county assembly serviee board has established an auditand risk committee. The
committee was established o advice the board oninsttutional risk management and comphance

['he members of this commuttee during the vear under review were



C VHGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the yvear ended June 30, 2024

S/NQO NAME CPOSITONIN PERIOD SERVED
_ CCOMMITTEE :
I Mro Nerbert Avutswa C hairman Shyears
= Ms T uey Anangwe Member Saears
L 8 M Thamet Mahas ~Member Shears
4 Mo Lainet Mugalhits ~Secretariat Syears
5 - Ms Brenda Ajema Secretariat Shears

STATEMENT OF COMPLIANCE
I he board confirms that the tund has throughout the FY 202272023 comphed with all statutory
and regulatory requirements and that the fund has been managed in accordance with principles of

vood corporate govermance
Internal Control and Risk Management
Internal Control

I'he board is responsible for review iy the etfectveness of the fund systems ot internal control
which 1s designed 1o provide reasonable but not absolute assurance regarding the safeguarding of
assets agamst unauthorized use or dispostion and maintenance ol proper accounting records and
- rehabiliny of financial mformaton used swaithim a busimess or for publication. These controls are
desiened o manage rather than chnnate the risk of farlure to achieye business objectives due 1o
circumstances which may reasonahly be toreseen and can only provide reasonable and not

absolute assurance against material nusstatement or loss.

Standing instructions
he fund has a code of ethies and services charter that is apphicable to all employees These have

a number of standing imstructions o emplovees of the tund designed 1o enhance internal control

Organizational structure

\ clear organization structure exists detaling hmes of authonty and control responsibilities The
protessionalism and competence of the staft s mantained through both rigorous and recruriment
policies and performance appransal system wiuch estabhishes: targets and remtorces
accountability and awareness of controls Toidentifies appropriate trainimg requarements. traiming
plans are prepared and implemented o ensure that statt develop and maimtaim the required skilis
to Tulfill their responsibilities and that the fund can meetits future management regquirements

Strategic plan

Fhe busiess of the tund s deternimed by the strategie plan. The strategie plan sets out the
objectives of the fund and the annual targets 1o meet to attain those objectives The strategic plan
s evaluated annually 1o assess the achievement of those objectives Fhe board on annual basis
approves the work supported by the financial plan for the year. Progress agaimnst the plan s

moniored on quarteriy basis

ANEERR



VIIIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the year ended June 30, 2024

9. Vanagement Discussion and Analyvsis

[he tund has continued 1o grow aver the vears and the management has put measares in place o
wlevuard agamst risks.

Phe tund s ety ities expose it to i varety et financial nisks including creditand hgundiiy nisks and
ettects of changes in foreign curreney - Fhe tund’s overall sk management program focuses on

unpredictabihiiy of changes i the busmess environment and seeks o nimnze the poteniial

adverse etiect of such risks on its performance by setting acceptable levels of nisk - Fhe tund does
not hedpe any risks and has i place pohicres 1o ensare credit s only extended 1o stath withim an
cstahhished eredit history

[ he management has ensured that we comply with statutony r\.‘qltit'cmcnl,\ relatimg o the tunctions
of the tund and also making sure that statutory deducnions are remitted on time o vond incurnng

penaliies and interests for non-comphiance.
BUSINESS PERFORMANCE
Revenue

he fund carned revenues amounting 1o KShs 4,875,620 from interest on loans

Cash flow

Ihe cash and cash equivalents increased from KShs 444249 a5 at 30 June 2023 10 KShy
SROY.O22 s at 30 June 2024 There was a sigmificant cash outflow at a wotal ot | ) Y mithon

Jishursed as Toans
OPERATIONAL PERFORMANCE
Fhe tund s core operating activiny has been the offenng car loans and mortgage o members ol

county assembhyv (MCA ) and st The county assembly has supported the fund and an

increased collection from members of stat! has also added to the tund’s better performance

C anclusion

W appreciate the unrelenting support from the board ot management. staft. the counn
covernment. National Treasury and all the key stakcholders: We look forward 1o the contmued

partnership and cooperation in areas of mutaal imterestin the Y 20242025



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR T OANS
SCHEME FUND
Annual Report and Financial Statements for the year ended June 30, 2024

10. Favironmental and Sustainability Reporting

[he Vihiga County Assembly Members and Statt Mortgage and Car [ oans

Scheme Tund has no policy on Environmental Sustaimability.,

AJA
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VIHTGA COUNTY ASSEMBLY MEMBERS AND STAFFMORTGAGE AND CAR T OANS
SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

12. Statement of Management's Respansibilities

Section 167 of the Public Finance Management Act. 2012 requires that. at the end of cach financial
vear. the Administrator of a County Public Tond estabhished by ¢7he Fund shoudd state the
appropriaie fegislation establishing the Tund) shall prepare financial statements for the Tund an
accordance with the standards and tormats prescribed by the Public Sector Accountimg Standards
Board

e Admimistrator of the County Pubhe 1 and s responsible tor the preparation and presentation of
the Fund s financial statements. which give a true and fair view of the state of atfars of the Fund for
and as at the end of the financial yvear ended on June 300 20240 This responsibihity includes (1)
mamtammng adequate financial management arrangements and ensuring that these contunue to be
cttective throughout the reporting penod. () maintaning proper accounting records which disclose
with reasonable accuracy at any ime the financial positon of the Fand: (i) designingimplementing
and mamtaining internal controls relevant o the preparation and fanr presentation of the financial
statements, and ensurmg that they are tree trom material misstatements. whether due 1o crror oy
fraud: (v safeguarding the assets of the Tund. (v) selecting and applying appropriate accounting

pohicies. and (vi) making accountimg estimates that are reasonable in the circumstances

Fhe Admimstrator of the Counte Pubhic Fund aceepts responsibiliny tor the Fund s financral
statements. which have been prepared using appropriate accounting pohicies supported by
reasonable and prudent judgements and estimates. i conformuty with International Pubhe Sector
vecounting Stndards (IPSAS). and in the manner required by the PEN Act 2012 The
Admimistrator of the Fund is of the opmion that the Fund’s financial statements ginve o true and tnr
view of the state of Fund's transactions dunng the financial vear ended June 300 2024 and of the
und's tinancial position as at that date The Admimistrator further confirm the completeness of the
accounting records mamtaimed for the Tand. which have heen relied upon i the preparation of the

Fund s tinancial statements as well as the adequacy of the svstems ot internal financial control

In prepanng the financial statemenis. the Admimstrator of the County Public Tund has assessed the
Fund's abihiny 1o continue as a gomyg concern and disclosed. as applicable. matters relating to the use

ot vamg concern basis of preparanon of the financial statements.

Nothing has come to the attention of the Adnunistrator o indicate that the Fund will not remaim a
going concern for at least the next twelve months from the date of this statement

Approval of the financial statements

Fhe Tand s financial statements were approved by the Board on D609 2029 and

stened onis bah

Administrator of the Vihiga County Assembly Members and Staff Mortgage and Car

I oan Scheme Fund

ASE S
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OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

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

PREAMBLE
| 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 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 Internal 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 Internal Controls, Risk Management and
Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management 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 of the Auditor-General on Vihiga County Assembly Members and Staff Mortgage and Car Loans Scheme Fund
JSfor the year ended 30 June, 2024



REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| 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. | have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In 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, 2015 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 Interest Income

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 Income

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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In 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

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. Additionally, 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.

In 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.111,679,203 relating to long term
portion of the long-term loan, all totaling 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.111,056,640. The additional loan amount of
Kshs.70,607,572 from the previous year's amount was not supported with any
documentary evidence. It is therefore not clear how it was arrived at.

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

In 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.

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

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:

(1) 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.55,118,081 was not supported with documentary
evidence. It is not clear how it was arrived at. In addition, proceeds from loan
principal of Kshs.54,525,998 was also not supported with any documentary
evidence.

In 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-term 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 to 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.
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In 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 International Standards for Supreme Audit
Institutions (ISSAIs). | 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. | have fulfilled other ethical responsibilities in accordance with the
ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. | believe that the audit evidence | 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. In 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. It 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

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, | have determined that there are no other key audit matters
to communicate in my report.

Other Information

The Management is responsible for the other information set out on page ii to xxii which
comprise of Key Entity Information 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 Information does not include
the financial statements and my audit report thereon.

In 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. If, based on the work | have performed,
| conclude that there is a material misstatement of this other information and | am required

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
5



to report that fact. Based on the audit procedures performed, because of the significance
of the matters described in my Basis for Adverse Opinion, | confirm that the Other
Information 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 Lawfulness and Effectiveness in the Use of
Public Resources sections of my report, | confirm that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

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. It 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.

In 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.
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In the circumstances, Management was in breach of the law. In 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 dated 27 July, 2022. Additionally, 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.

In 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 | 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. | believe that the audit evidence | 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 matters discussed in the Basis
for Adverse Opinion and the Basis for Conclusion on Effectiveness of Internal Controls,
Risk Management and Governance sections of my report, | confirm that internal controls,
risk management and governance were not effective.

Basis for Conclusion

1. Incomplete Entries in the Individual 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.
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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 maintained
manual accounts for all the beneficiaries which is prone to errors and manipulations.

2. Ineffective Internal Audit Unit

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 Internal 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.

3. Non- Implementation 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.

In 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 | 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. | believe that the audit evidence | 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 International 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.

In 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.
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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,
2015.

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

Those charged with governance are responsible for overseeing the Fund’s financial
reporting process, reviewing the effectiveness of how Management monitors 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
International Standards for Supreme Audit Institutions (ISSAIls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | 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. In addition, |
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, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Report of the Auditor-General on Vihiga County Assembly Members & Staff Mortgage and Car Loans Scheme Fund
for the year ended 30 June, 2024
9



Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.qgo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report. ‘

FCPA , CBS
AUDITOR-GENERAL

Nairobi

16 December, 2024
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VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFE MORTGAGE AND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

14. Statement of Financial Performance for the Year Fnded 30" June 2024

Revenue from Fachange Transactions

[nterest Tncome | 1780200 20536536
Other Income 24 881,919
Total Revenue 29,665,539 2,936,540

Fapenses

Greneral Fapenses i Y 774000

Bank chareces ) JRES * 300

I inance Cost

fotal Fxpenses 2T ASS A 2,400
Surplus/(Deficit) for the Pertod 260,888,184 | 2934146

(The nates set out on pages IS 1o 29 faorm an integral part of the

o/ .w.n(ﬁz/ Statements)
(‘

Name: Ambaka kiinga Name: Stephen

Masambu
Admimistrator of the Fund Fund Accountant

ICPAK Member Number: 10333




VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR LOANS
SCHEME FUND
Annual Report and Financial Statements for the year ended June 30, 2024

15. Statement of Financial Position As at 30 June 2024

| Assets

~Current Assets

- Cash and Cash Equivalents 3 5.803.922 444,249
i Interest recevable ! 4 446.094 263.316
Current Portion of L.ong- Term Recervables
Ctrom xchange Transactions . 4 69.985.009 39.946.099
Current Portion of receivables I'rom County
Assembly 6 - 55.118.081
' Total current assets : | 76,235,025 95,771,745

Non-Current Assets
I ong Term Receivables from I'xchange

‘ I ransactions 4 111.679.203 _ 71.110.54]1
| Total non- current assets ! | 111,679,203 | 71,110,541
Total Assets (A) : | 187,914,228 166,882,286

Liabilities
Current Liabilities
Current Portion of Borrowings [1.oan

Prepayments) - b L2 LT 6.983.654

~Total current liabilities j . 1,127,411 | 6,983,654

| |

~Non-Current Liabilities | |
I ong Term Portion of Borrowings | ’ - |

¢ I 1 1

? | |

Total Liabilities (B) _ ' 1,127,411 6,983,654 |

| | |

r : T i T |

~ Net Assets (A-B) | | 186,786,817 | 159,898,032 “

- Represented By: | | |

~Revolving Fund _ . 120,000,000 | 120.000.000

- New Tunds ; - | . 1

- Accumulated Surplus | | 66786816 | 39.898.632

Net Assets 186,786,816 | 159,898,632
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SCHEME FL'ND
Annual Report and Financial Statements for the yvear ended June 30, 2024

he accounting pohicies and explanators notes o these tinancial statements form anomtegral pan
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i stened In
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VIHIGA COUNTY ASSENMBLY MEMBERS AND STAFE MORTGAGE AND CAR T OANS

SCHENME FUND

Annual Report and Financial Statements for the year ended June 30, 2024

16. Statement of C hanges in Net Assets for the year ended 30 June 2024

Balance as at TJuly (2022) {20 000,000
Surplus (Deticin For the Penod

CTunds Recened Durme the Y ean
[ ranstors

Revahuation Coanm
120,000,000

Balance as at 30 June ¢2023)

Balance as at 1.July (2023) 120,000,000

Surplus (Defcmy o th Perod
I unds Recenved Duarine the Y em
I ransters

Revaluation Gam

Balance as at 30 June (Current
FY) 120,000,000

16964 486

2031 146

39.898.632

39.898.632

D 006,265

24 881919

667868106

' 1t P ] / | 7
(Reserves are basicalls aochamudaied (s plasy nei interest ineame over ey

139.898.632

1539.898.632

Y006, 6N

2181919

186.786.816



VIFHGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR 1 OANS

SCHEME FUND

Annual Report and Financial Statements for the year ended June 30, 2024

17. Statement of Cash Flows for The Year Ended 30 June 2024

Cash flows from operating activities
Receipts

Interest recened

Recepis trom other operatmg activines

Taotal receipts

Pavments

Gieneral eNpenses

Bank charges

Other payments
Net cash flows from operating activities

Cash flows from investing activities
Proceeds from loan principal repayments
Loan disbursements paid out

Net cash flows used inim esting
activities

Cash flows from financing activities

Proceeds from revolving fund receipts

Additional borrowings
Repavment of horrow ings |1 oan \
Repavimenis |
Net cash flows used in financing
activities

+

Netincerease/(decrease) in cash & cash
- Equivalents
Cashand cash equivalems ar | July

Cash and cash equivalents at 30 June

(N ASB s prescrthed the dinect mcttnnd of st flome prepuarctiem

| 4.783.620

O 21.881.919
29,665,539
2 2. 774.000
R 3.355
26,888,184

54.525.998

(132.300.000)

(77,774,002)
5 1127411
6 55.118.081
56,245,492
5,359,675
144.249
5,803,923
JHoserdationt for gt

h

2.936.546

2.936.546
2100
2,934,146
17599255

(63.200.000)

15,607,444

6.985.65.

6,983,654

(5.689.645) |
6.133.894
444249

.
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VIHIGA COLNTY ASSEMBLY MEMBERS AND ST AFF MORTGAGE AND C AR
LOANS SCHENE FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

19. Notes to the Financial Statements
Significant Accounting Policies
1. General Information

The Viheea County Assembly Members and Statt Moreape and Car Toans Scheme Fand s
established by and derives s authorty and accountabibiny trom the Salaries and Remuncration
Commission (SRCy circular number SRCTC W3 11 of 147 February 2014 and the Vihiea
County Assembhy NMembers (Car T oan Scheme Tund) Regulations 2014 and 2013 of | R ITTAN

2004 and 197 tanuary 2076, The Fund is wholly owned by the Viliga County Government and

o domiarled i Kenvas The entinn s primcipal actnvaty s 1o provide car Toans and mortgage
facilities to members of County Assembly and statt

2. Statement of compliance and basis of preparation

The Tund™s financal statements have been prepared inaccordance with and comply with
[nternanonal Pubhbe Sector Accounting Standards (1PSAS) The financial statements ¢
presented mn Kenva shiliimes, which is the tuncuonal and reporting curreney ot the Fund. The
accounting pobicies have been consistently apphied 1o all the vears presented. The fimancial
ctatements hane been prepared on the basis of histoncal costunless stated otherwase. The cash
flow statement o prepared using the direct method . The financial statements are prepared on

acerual hasis

3. Adoption of new and revised standards

(1) New and amended standards and interpretations in issue but not yer effective in the
year ended 30 June 20024

Fhere were no new and amended standards issued in the financial vear.

q0 New and amended standards and interpretarions in issue bt not ver effective in the
vear ended 30 June 2024

 Effective date and impact:

HPsas 43 CApplicable 1 Janvary 20025 ;
The standard sets out the prnciples tor the recogmiion. measarcment. presentation|
and disclosure of leases. The objective is 1o ensure that lessees and lessors pre vided

gelevant information ina manner that taithtuliy represents those transactions anj

Lintormation gives a basis for users of financal statements 10 assess the effect thati

Heases have on the Tinancial position. Hinancial performance and cashilows of anj

HEnuny. |

The new standard requires entities 1o recognise. measure and present imtormation on|

ﬁj}_‘h[ of use assets and lease habilities

~J



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFEF MORTGAGE AND CAR
LOANS SCHEME TUND

Anaual Report and Financial Statements for the vear ended June 30,2024

i
i

|

IPSAS 44

PNon- Carrent

Assets Held
for Sale and
Discontinued

Operations

IPSAS 45

Property Plam

and

[ gquipment

[IPSAS 4 7-
Revenue

-
| | |
Ldpplicable 1 January 2025
I he Standard requires.
Vasels Tt meet the enteria to be classitied as hedd tor sale to be measured at they
Hower of carrvinge amount and fair value less costs o selland the depreciation ot such,
Lassers tocease and
| Asets that meet the eriteria 1o be classitied as held for sale 1o be presented separately
i the statement of fimancial position and the results of discontinued operations 1o bey

1
|
Ppresented separately i the statement of financial pertormance. |
|
|

- |
Applicable 10 January 2025 '
I he standard supersedes IPSAS 17 on Property. Plant and 1 quipment. IPSAS 45 h:lwi

addional cindance new guidance for henitage gasets, infrastructure: assets and

1
I
i
!
|
|

measurement. Herttage assets were previoushy excluded trom the scope of IPSAS 17
N . ]

[ IPSAS I3 hertage assets that sauisty the detimuion of PPE shall be recognised as|
Cassels i they meet the enitenia in the standard. 1IPS AS 35 has an additional applic;nmni
jeudance tor imfrastructure  assets. implementanon gudance and  illustratine]
cvampies  Lhe standard has clantied enisting principles ¢ g valuation ol land over or

Lender the intrastructure assets, under- mamtenance of assets and distmguishing,

1

fsienificant parts of intrastructure assets

|
|
|
|

ipplicable 1 Januwary 2025 ‘
I he objective of this standard was 1o mprove measarement guidance across 1PSAS)

:}xr\ ‘
i Providing further detarled guidance on the implementation of commaonly }
used measurement hases and the circumstances under which they should |

be used |

| o Clantyimg ransaction costs puidance o enhance Consisteney across

| IPSAS.

niAmending where  appropriate guidance across IPSAS related 1o
medsurement at recognibion, \Uh\t'\]llcl\l measurement and measurement

related disclosures

saintroduces a public sector specitic measurement bases called the

|
|
|
|
|
i
Hhe standard a

current operational value.

Cpplicable 1 January 2026 .
i standard supersedes 1PSAS 92 Revenue from exchanye transactions, IPSAS 1

FConstraction contracts and TPSAS 2

Y Revenue from none exchange transactions
CThes standard brimgs all the auidance of accounting Tor revenue under one standard

ish the prnciples that an enuty shall apphy|

Dl hie abjective of the standard s 1o estab
Joreport usetul informaton to users of financial staements about the nature. amount. |
fiominge and uncertamty of revenue and cash low arsang from revenue ransactions ;

| |
|
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VIIGA COUNTY ASSEMBLY MEMBERS AND ST AL F MORTGAGE AND CAR
LOANS SCHENME FUND
Annual Report and Financial Statements for the year ended June 30,2024

Summary of Significant Accounting Policies (Continued)

In additien o the Basis difference. adiustments to amounts i the financial statements are also
made tor ditterences mn the formats and classification schemes adopted tor the presentation of

the tinancial statements and the approved budgct

A staterment te reconcile the actual amounts on a comparable basis included in the statement of
compartson af budeet and actual amounts and the actuals as per the statement of financial

pertormance has been presented under section ot these timancal statements

Frnancial asscts

Classification of financial assets

The entity classities s financial assets as subsequently measared at amortised cost fai vatue
through net assets equity or fair value through surplus and deticit on the basis of both the

entity’~ management model tor financial assets and the contractual cash Now characteristics of

the inancial asset A\ tinancial asset is measured at amortized cost when the financial asset s

held withi g mansoement model swhose abjective is o hold financial assets inorder o collect
contractual cash flows and the contractual terms of the financial asset give rise on specified
dates 1o cash fowe that are solely pavments of principal and interest on - the principal
outstandimg. A tinancial asset is measured at fair value through net assets equnty i s held
within the nunacenment model whose objective s achieved by both collecting contractual
cashflows and ~elime tinancial assets and the contractual terms of the financial asset give nise
on specified dates 1o cash flows that are solely payments of principal and interest on the
principal amount outstanding. A financial asset shall be measured at tan value through surplus
or deficit unless it s measured at amortized cost or fair value through net assets equity unless
an entity has made nrevocable election atimtial recognition tor particular mvestments in equity

mnstraments

Subsequent measurement

Based on the business mode! and the cash Now characteristics. the ennny classifies its financal
assels into amortized cost or L value categories for financial instruments: Movements in tair
value are presented m cither surplus or deficit or through net assets cquity subject o certain

critertd bemny mel



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR
LOANS SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

Summanry of Significant Accounting Policies (Continued)

Amortized cost

I inancial assets that are held tor collection ot contractual cash Nows swhere those cash flows
represent salels paviments of principal and interest. and that are not desiepnated at fair value
through surplus or deficit are measured atamortized cost. A gain or foss on anonstrument that
s subsequent!y measiared at amortized cost and s not part of g hedging relationship s
recoenized i profit or loss when the asset s de-recognized ormpaired. Interest income from

these inancral assets i mcluded m tinance income using the ettective interest rate method.

Fair value through net assets/ equity

Fmancial assets that are held tor cotlecnion of contractual cash tflows and tor selling the
financial assets, where the assets” cash lows represent solelhy payvments of principal and
interest. are measured at i value through net assets’ equity Movements in the carrving
amount are taken through net assets. except for the recognition of imparment pams or losses.
interest revenue and foreren exchange pams and losses which are recognized m surplus/deficit
Interest income from these fimanaial assets is included in finance income using the effective

iterest rate method

Farr value through surplus or deficit

[ inancial assets that do not meet the eriteria for amortized costor fan value through net assets

equity are measured it i value through surplus or deficit. A business madet where the entity
manages financial assets with the objective ot realizing cash flows through solely the sale of

the assets would result i a for value through surplus or deficit model

Trade and other recenables

I'rade and other receinables are recognized at fair values less allowances tor any uncollecuble
amounts. Trade and other recenvables are assessed for impairment on a continuimg basis. An
eslimate is made of doubtiul recenables based on a review of all outstanding amounts at the

Neat ond

Impairment

Phe entity assesses, on i torward-looking basis. the expected credit loss ool ) associated
with its financil assets carnied at amartized cost and fair value throaeh net assets equiy - The
Cntiy recopnizes a foss allosance for such fosses at cach reporting date Cntical estimates and

significant yudgments made by management mdetermining the expected credit oss (1CH).



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFFMORTGAGE AND C AR
LOANS SCHEME FUND
vnnual Report and Financial Statements for the vear ended June 30, 2024

Summary of Significant Accounting Pohicies (Continued)

Financial labilities

C Lassification

The entity classifies s habilines as subsequenthy measured at amortized contexeept tor
financial habihtes measured through protiv or loss

4) Inventories

Inventory 1s measured at cost upon mitial recogmition. o the extent that inventory was recenved

through non-exchange transactions (tor no cost or tor a nominal cost). the costat the imventory

s ats far value at the date of acquisition

Costs meurred i brimeme cach product toars present location and conditions are acconnted for.

as Tolloves
~  Raw matenals purchase cost using the weighted average cost methaod

~ Lished goods and work in progress: cost of direct matenials and labour and a preportion
omanufacturinge overheads based on the normal operating capaciy. but excludmyg

baorrowime costs

Atter imbal recogmition, inventory s measured at the lower ot cost and net realizable value
However, 1o the extent that a class ot inventory s distrihuted or deploved at no charge or tor g

nominal charee. that class of inventory is measured at the lower of costand current replacement

cost Net reabizable value is the estmated \L‘|!H1§_' ]1]';&_'(_‘ in the \miin.n‘} course U|VUPCI'HII(‘H\. less
the estimated costs ol completion and the estimated costs necessary 1o make the sale. exchange.
cr distribution Tventories are recognized as an expense when deploved for utilizaton or

consumpuion in the ordinary course of operations ot the |ntity
h) Contingent liabilities

Fhe |ty does not recognize a contingent Tiabihity but discloses details ot any contingencies
m the notes o the financial statements. unless the possibihity of an outtlow ot resources

embodying economic benefits or service potential is remoie
Cantingent assets

Lhe | ontiny does not recognize a contingent asset. but discloses details of a possible asset whose
existence s contingent on the aceurrence or non-occurrence of one or more uncertain future
cvents not wholly within the control of the I nuty i the notes 1o the financral statements
Combimeent assels dre assessed contimually o ensure that |1l'\L'|\‘i‘]TlL‘Hl\ Jre .1‘*]'!\1‘”.!1\"_\
redlected in the financial statements. 1t has hecome virtually certam that an antlow of
coonomic benetits or service potential will arse and the asset’s value can be measured rehably.
the dasset and the related revenue are recognmized i the financial statements of the penod m

winch the change oceurs.
<) Nature and purpose of reserves

Lhe |ty creates and mamtams reserves m tenms of specitic requirements
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VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR
LOANS SCHEME FUND
Annual Repart and Financial Statements for the yvear ended June 30, 2024

Summary of Significant Accounting Policies (Continued)

S, Significant judgments and sources of estimation uncertainty

The preparation of the I nunvs tinanaal statements i contormiiy waith IPSAS requires
management 1o mahe judements, estimates and assumptions that atiect the reported amounts
of revenues. expenses. assets and habihues, and the disclosure of conungent habihines. at the
end of the reparting period However, uncertainty about these assumptions and estimates could

result m outcomes that reguire i material .iditl\ll'll(‘nl to the aarmyimg amounl ot the asset or

iability attected in future penods
State all judeements, estimates and assumptions made ¢ g
4) Fstimates and assumptions

[he key assamptions concerning the future and other keyv sources of estimation uncertainty al
the reporting date. that have a sigmificant risk of causing a matenal adjustment 1o the carrying
amounts of assets and lahilites within the next financial year. are deseribed below. The Fonity
based 1ts assumpnions and estimates on parameters available when the consolidated financial

f assumptions about future

statements were prepared  However, existing circumstances an
deselopmenis may change due 1o market changes or circumstances ansing hexond the control
of the 1 nuty . Such changes are reflected in the assumptions when they occur IPSAS L0

h) Useful lives and residual values

Fhe usetul hives and residual values of assets are assessed using the tellowmg indicators 1o

inform potennal tuture use and value trom disposals
»  The condimon ot the asset based on the assessment of experts emploved by the Enuity

> Ihe nature of the asset. s susceptibilite and adaptabihiny to changes i echnology and

ProCesses

> The nature ot the processes mowhich the asset s deplosed
> Availabiliny of tunding 1o replace the asset
»  Changes i the market m relation o the asscel

¢) Provisions

Provasions were rnsed and management determined an estimate based on the intormation

dvarlable

Prosistons are measured at the manayement's best estimate ol the expenditine reguired to settle
the oblipation at the reporting date and are discounted 1o present value where the effect s

materal,

tnclide proviseons applicable for vanr orvanisation ¢ o provisao for had debes provisions of

absolete stocks and Do managemic Nl expmaies e se provisions,



VIHIGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR
LOANS SCHEME FFUND
Annual Report and Financial Statements for the vear ended June 30, 2024

0. Notes to The Financial Statements Continued

I. Interest income

Interest Income trom NMortgaee | oan 1.785.620 U RY AR T}

Intereat Income trom Car LLoan

Tnterest Income from Investments o fingncdl assets

Iterest Income on Bank Deposats

Total Interest Incame 1,783,620 2,936,546

Thes i strictly inrerest charged on laans advanced 1o staff and members of couniv assemblyy

20 e of Goods and Services

vdmumistration Fees - .

General | apense 2.774.000 -
Bank Charges 7 ‘ 3,355 ' 2400
Flecimiciny and Water T ypenses ‘ :

Lotal ' 2.777.355 ' 2,400

N W feneti sohiemes iclude henetios sicd as ol transters for ynemipbosment e clderin an fine

Y

with 1PN AN 4

3. Cash and cash equivalents

\thiga Car Loan Account

Vihiea County Maorteage Account ' 5803922 o 144249
Foved Deposits Account ‘ :

On o Call Deponits

Current Account

Onhers (Specify)

Fotal Cash and Cash Equnalents 2803922 444.249



FHITGA COUNTY ASSEMBLY MEMBERS AND STAFF MORTGAGE AND CAR
LOANS SCHEME FUND
Annual Report and Financial Statements for the vear ended June 30, 2024

Notes to the Financial Statements Continued

Detaried analvsis ol the cash and cash equivalents are as tallows

1

21 Fived Deposits Account
koo Commeraal Bank
bgummy Bank. 1o

Sub- Total -

by On - Call Depostts
foenva Commercial Bank
g Bank - [ae

4

Sub- Total -

¢y Current Account

Keriva Commercal Bank

Coaperative Bank ot Kenva RO L2 i 144,249

Sub- Tatal <.803.922 144,249
d) Others (Specity)

Cash In Transat i

Cashin ifand w

Sub- Total ; - [

Grand Toual 2803922 i 444249

4. Receivables from exchange transactions

Current Recemvables

foterest Recenvable 136091 ] 263316
Cuarrent | oan Repaviments Due (Y O8S.009 | 19 916099
Other Tachangee Debtors SS1K.08
narment Atlowance

fatal Current Recenvables TO431.103 95,327,490
Nan Current Recenvables { 7

Fone Term Doan Repasments Duae 11679203 ! T 010.531
Total Non- Current Recenvables 111,679,203 71,010,541

[otal Recenables From Fachange Pransactions 182,110,306 166,438,037

Notes ta the Financial Statements Continued

~J
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Additional disclosure on interest receivable

Interest Recenvahle

Interest secenvdabte trom cuarrent partian o long-term

oans ol previons o 110139 1 263,306
Acerted mterest recenvabie from ot Jang-term logns of

presous seds

Interest recenvahle troem carrent porbon of long term

loans issued i the Current e 116 041 2630106

CCurrent loan repay ments due

Corrrent porpan o

! o lono-term loans fromm previous vears

N 1 1 ~ 1 3
veoraed ponompal tror fong terms loans from previous

Crrrent portion of lone-term loans issaed i the currenmt
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Notes To The Financial Statements (€ antinued)
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Nates To The Financial Statements (Continued)

S Borrowings

Balance At Beginning of The Period -
I viemal Borrowings Durme the Year
Damestic Borrowings During the Yea [ A27.411 ' 6983 651
Repavments of External Borrowings During
the Penod

Repayments of Domestics Borrowings During
A.000.000

the Periad

Balance At Fnd of The Period 1.127.411

I he table below shows the classitication ot borrowings long-term and current barrow ings

6.983.6354

Short Ferm Borrowimes (Current Portion) 1127411

I ong Lerm Borrowings

1.127411 6.983.654

Fotal
7 ) ¢ty oo 3 2 11 I L A o ' ‘) ' ’ 1A heir PO
Foyc tesdedd oo DS SEde e 1l sneapefcd e Lo rhiide I PEA Lidraendt P tian) NN TR (e TR N g
Fidetd can e paodvadhle switinm one veodr it ;'/1\’ NCV dvean Vtditzamncdd disvclosnres an rerms of horeem 10N Nl ¢

S o s sec iy dnid Erlere st rdies hcadid Be o Lose e Baorrovemg s shainedd he i casier e ot cenion tisedd s

gas et FUON IS 4y
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Notes To The Financial Statements (Continued)
6. Related party balances
4) Nature of related party relationships

I nntes and other partes related o the Tand include those parties who have abihiny 1o exerase
control ar exeraise sienificant influence over its operating and financial decisions. Relared
parties indlude management personnel. their associates and close family members. The

fund. scheme is related to the tollow g entities

a1 The County Government:
by The Parent County Government Ministry
¢l Rey management:

d) Board of Trustees: et

b) Related party transactions

Fransters trom Related Parties 1SS0

Fransters 1o Related Parties SSTTR.08

¢) Due from related parties

Due tram Parent Ninistry - :

Due from County Governiment

I otal - -
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Other Disclosures Continued

d) Due to related parties

Due To Parent Minisin
Due To County Government

Due To Key Management Personnel

Total
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Notes to The Financial Statements (Continued)
7. Financial risk management

Fhe Tund's activities expose it to a variets of financial risks mcluding credit and hiquidiny risks
and cffects of changes in foreign currency. The Tund's overall risk m: anagement programme
locuses on unpredictability of changes in the business environment and secks 10 minimise the
potential adverse effect of such risks on its performance by setting acceptable lTevels of risk
he Tund does not hedge any risks and has in place policies o ensure that credit is onlh
extended 1o customers with an established credit history.

Fhe Tund’s financial risk management objectives and policies are detailed below:
a) Credit risk

he Tund has exposure to credit risk. which is the risk that a counterparty will be unable 1o pay
amounts in full when duc. Credit risk arises from cash and cash equivalents. and deposits with
banks. as well as trade and other receivables and available-for-sale financial investments.
Management assesses the credit quality of cach customer. considering 1ts financial position.
past experience and other factors. Individual risk limits are set based on internal or external
assessment - accordance with limits set by the directors. The amounts presented in the
statement of financial position are net of allowances for doubtiul receivables. estimated by the
entity 'S management based on prior experience and their assessment of the current economic
environment. The carryving amount of financial assets recorded in the financial statements
representing the entity 's maximum exposure to credit risk without taking account of the value
ofany collateral obtained is made up as follows:

At 30 June 2024
Recervables from [ xchange
I'ransactions CI82T10.306 | 182110306 - -

Receivables from Non-I' xchange

I'ransactions B B R

Bank Balances 5.803.922 5.803.922 - -

Total 187,914,228 | 187,914,228 - . =
~At30 June 2023

Recervables from I'xchange .

I ransactions 166.438.037 | 166.438.037 - -

Receivables from Non-I xchange ‘

I ransactions - - - -
I Bank Balances 444.249 444249 - .
"lrulal i 166,882,286 A 166.882.286 - ‘ -
(NBThe torals columm should tie 1o the individual elemients of credit risk disclosed in the
CRLIy s statement of financial POosition)

to
-
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Notes to The Financial Statements (Continued)

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

I'he board of trustees sets the Fund’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

b) Liquidity risk management

Ultimate responsibility for hiquidity risk management rests with the und 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.

I'he table below represents cash flows pavable by the I'und under non-derivative tinancial
habihities by their remaining contractual maturities at the reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12
months equal their carrying balances. as the impact of discounting is not significant.

CA30 June 2024 :

| I'rade Payables . - - - ; -
Current Portion of Borrowings | - V - | 1127411 | 1127411 |

| Provisions . : 2 | 2 - .
[ -mplovee Benefit Obligation - - - : T - '

- Total - . 1,127,411 | 1,127,411 |

" AL30 June 2023

I 1 | 1 B 1

| Trade Pavables - - . | .
= |

6.983.654

Current Portion of Borrowings - - 6.983.654

3 +

' Provisions - - -

| " 1 1

I'mployvee Benefit Obligation E - ‘ -

Total - - 6,983,654

SIS, SN e .

6,983,654
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Notes to The Financial Statements (Continued)
¢) Market risk

Fhe board has put i place an internal audit lunction 1o assist it assessing the risk faced by
the entity on an ongome basis, evaluate and test the design and effectivencess of 1ts internal

accounting and operational controls

Narket risk is the risk arising from changes in market prices. such as interest rate. equity prices
and foreign exchange rates which witlaffect the entiny s income or the value ot its holding ot
financial instruments The objective of market risk management 1s 1o manage and control
market rish exposures within acceptable parameters. while optinusing the return Overall
responsibiliny for managing market risk rests with the Auditand Risk Management Commitiee

The Fund's Tinance Department s responsible for the devclopment ol detatled risk
management policies (subgect 10 review and approvai by Audi and Risk Management

Committee) and for the day -to-day implementation of those policies

Ihere has been no change to the entiny's exposure to market risks or the manner in swhich 1t

manages and measures the risk

Foreign currency risk

. The entity has transactional currency exposures. Such exposure arses through purchases of
poods and services that are done incurrencies ather than the focal currency. Invaoices
denominated i forcien currencies are paid after 30 davs from the date of the invoice and

com ersion at the tme of payment s done using the prevarlimg exchange rate.

The carrving amount of the enuny’s foreign currency -denominated monetary assets and

maonetary liabilities atthe end ot the reportig perod are as follosws

At 30 June 2024

I inancial Assets

Investments

(ash SR
Debtors Recenvables IR0 06
Faabilites

| rade and Other Paabies

Borroswimgs 27
Net Fareign Currency Asset/(Liabihity) 186,786.817 -
The e momepes foresen cnchange vosk porm e commercial pansactions and recog msed assers and

Habthies by poopectine tor expected sales procecds and matc lung the same w il evpes [ e ny
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Notes to The Financual Statements (C ontinuced)
Forcign currency sensitiviny anabysis

Lhe tollowing table demaonstrates the effect on the Fund’s statement ol financial performance
an apphying the sensitivaty ord reasonable possible change in the exchange rate ot the three
main transaction currenaies, with A other varables held constant. The reverse would also

oceur 11 the Kenva Shilling appred vated with all other variables held constant

1.

FY2023/2024

b uro 10%a
1:SD 10
FY 202372024

| Lo R

1.sD jQe

Interest rate rish

Interest rate risk s the risk that the entity s fimancial condition may be adversehy altected as a
result of changes monterest rate ievels, The entity s interest rate niskh anses trom hank deposits
Fhis exposes the Fund 1o cash flow nterest rate rish The imterest rate risk exposure arses

mainly from nterest rate movements on the Found's deposits

Vignagement of pnterest rate rish

o manage the interest rate rish . management his endeavoured 1o bank with mstiutions that

atfer tavourable mterest rates
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Notes to The Financial Statements (Continued)

d) Capital risk management.

The ohjective of the Fund’s capital risk management is 1o safeguard the Tund’s ability 10
continue as a gomg concern. Fhe entity capital structure comprises of the following funds

Revaluaton reserve - -

‘ Revolving fund 120.000.000 120.000.000
! Accumulated surplus . 66.786.816 ! 30.898.632
| Total funds . 186.786.816 ! 159.898.632
| [otal borrowings ' 1.127.411 | 6.983.654
. [ ess: cash and bank balances . (5.803.922) ! (444.249)
Net debt (excess cash and cash equivalents) A (4.676.511) ! 6.539.405
Giearing . 0.604% | 4.37%

8. Events after the reporting period
Fhere were no matenial adjusting and non- adjusting events afier the reporting period.
9. Ultimate and Holding Fntity

Fhe entity 15 a County Public 'und established by section 167 of the PI'M Act 2012 under the
Ministry of Devolution. Its ultimate parent is the County Government of Vihiga

10. Currency

I'he financial statements are presented in Kenvya Shillings (Kshs)
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20, Anneves

Anney I Progress on Follow Up of Prior Year Auditar’s Recommendations
)

The totlow me s the summary of issues rased by the external auditor. and management comments

that were provided o the auditon

Guidance Nores:

(1) Use the same relerence nuimbers as contained i the external audit report

(i) Obtain the “Issue Obseryation™ and “management comments”™. required abos e, from final
enternal audit report that is signed by Manavement

(i) Betore approving the report. discuss the tmetrame with the appointed Focal Point
persons within vour Fund responsible tor implementation ot each issue

vy Indicate the status of “Resolved™ or “Nat Resohved™ by the date of sabmitting this repon

to National Freasury

[ und Manager Accounting Officer (enter title ot head of Tund)
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