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1. KEY ENTITY INFORMATION AND MANAGEMENT

a) Background information

The County Assembly of Siaya car loan scheme is a revolving fund established pursuant to the
Salaries and Remuneration Commission (SRC) circular number SRC/TS/WH/3/14 of 14"
February 2014. Section 167 of the Public Finance Management (PFM) Act 2012 mandates the
administrator of public funds with the preparation of annual financial statements.

For proper management of the fund and as advised by the SRC in the circular under the reference,
County Assembly of Siaya adopted the PFM regulations 2014 to guide in the operationalization of
the fund. As advised by the SRC and as provided for under regulation 16 of the said regulations,
the County Service Board appointed a fund committee to manage the fund. Therefore the fund is

internally administered.

The SRC in its circular reference SRC/ADM/CIR/1/13 Vol.IlI (128) dated 17" December 2014
provided guidelines for access of car loan and mortgage benefits by state and public officers.
Arising therefrom, the County Assembly Service Board approved and adopted the Staff Loans

Policy Paper on 17" March 2015
The fund is wholly owned by the County Assembly of Siaya and is domiciled in Kenya.
b) Principal Activities

The principal activity/mission/ mandate of the fund is to provide car loans and Mortgage to Hon.
Members of the County Assembly and staff.

Core Values

The fund upholds the values of accountability, transparency, excellence, accessibility, integrity,
responsiveness, equity and team work.

¢) Board of Trustees/Fund Administration Committee

Ref | Name B ] | Position )

1 'Hon Maurice Aringo ) CASB Member —Vice Chairperson
2 Hon. Margaret Olale CASB Member 7 )

¥ Hon. Irene Shirley - i Assembly Welfare Committee-Chairperson
4  Hon SamuelOlasi  Assembly Majority Whip-Chairperson

5 ‘Mr. David Okumu 7 Director Finance & Accounting Services

6 | Mr. Enick Ogenga | AAR. County assembly Clerk

7 Ms.Roselinda Baraza 7 Dir. Hr and Administration

8 - Mr. Christopher Omore ~ Clerk Assistant 11
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a) Entity Headquarters

P.O. Box 7-40600
County Assembly Building/House/Plaza
SIAYA, KENYA
Telephone: +254708745148 / 0575321021
E-mail: .clerk(@siayaassembly.go.ke / siayacountyassembly.go.ke
Website:www.siayaassembly.go.ke

b) Entity Contacts

Telephone: +254708745148 / 0575321021

E-mail: .clerk@siavaassembly.go.ke / siayacountyassembly.go.ke
Website: www.siayaassembly.go.ke

¢) Fund Bankers

. Co-operative Bank of Kenya Ltd
Siaya Branch
P.O. Box 7 -40600
Siaya, Kenya

d) Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

e) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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2. FUND ADMINISTRATOR

It is my pleasure to present, on behalf of the board of trustees, the Siaya County Assembly
Service Board Car and Mortgage Loan fund financial statements for the year ended 30" June
2019. The financial statements present the financial performance of the fund over the past year.

All the MCA and a number of officers have benefited from the fund. However, because of the
large number of staff not all have benefited. Substantial allocation amounting to Kshs. 80,000,000
has been provided for in the Assembly’s budget for the FY2019/2020.

Review of performance
Income

The fund earned revenues amounting to Kshs. 5,387,155.24 from the interest earned on the loan
disbursed to Honourable Members of County Assembly and Staff.

Expenditures

The total expenditures during the period amounted to Kshs. 8,410 as bank charges. There were
no major expenses apart from the Insurance premium paid which was treated as part of loan
disbursed to the loan beneficiaries.

BOARD/FUND CHAIRPERSON’S REPORT (Continued)
Future outlook

The outlook of the Fund for 2018/2019 looks brighter. The fund focus is looking to build a
robust and sustainable fund with a structures that enhance efficiency and effectiveness in the
service delivery. The fund looks forward to continued support from the SCASB to the realization
of its mandate.

Appreciation

I take this opportunity to express my sincere gratitude and appreciation to the SCASB,
stakeholders, management, staff and fellow trustees for their continued support which made us
achieve these results.

[ look forward to your continued support in the year 2019/2020.

Signed:  __

Mr. Erick Oge
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Ag. County Assembly Clerk
For Board Chairman

Auditor

The fund is audited by the Auditor-General.
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3. MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS PERFORMANCE

Income

The fund earned revenues amounting to Kshs. 5,387,155.24 from the interest earned on the loan
disbursed to Honourable Members of County Assembly and Staff.

Expenditures

The total expenditures during the period amounted to Kshs. 8,410 as bank charges. There were
no major expenses apart from the Insurance premium paid which was treated as part of loan
disbursed.

Cash flow

The cash and cash equivalents increased from Kshs 23,672,586 as at 30 June 2018 to Kshs
71,932,523 as at 30 June 2019. There was significant cash inflow from collections from
honourable Members of County Assembly and staff.

OPERATIONAL PERFORMANCE
The fund’s core operating activity has been the offering car loans and Mortgage to honourable

members of County Assembly and staff.

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
Employees

Human capital is a critical ingredient towards ensuring realisation of our key strategic objectives
and mandate. As our stakeholders increase their expectations, it is imperative to ensure adequate
and motivated human resource capacity is available to provide services.

Conclusion

We appreciate the unrelenting support from the board of trustees, management, staff, the SCASB
all the key stakeholders. We look forward to the continued partnerships and cooperation in areas
of mutual interest in the FY 2019/2020.
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Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.
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4. STATEMENT OF MANAGEMENT’S RESPONSIBILITIES

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Administrator of a County Public Fund shall prepare financial statements for the Fund in
accordance with the standards and formats prescribed by the Public Sector Accounting Standards
Board.

The Administrator of the County Public Fund is responsible for the preparation and presentation of
the Fund’s financial statements, which give a true and fair view of the state of affairs of the Fund for
and as at the end of the financial year ended on June 30, 2019. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintaining proper accounting records, which disclose
with reasonable accuracy at any time the financial position of the Fund; (iii) designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund’s financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012. The
Administrator of the Fund is of the opinion that the Fund’s financial statements give a true and fair
view of the state of Fund’s transactions during the financial year ended June 30, 2018, and of the
Fund’s financial position as at that date. The Administrator further confirm the completeness of the
accounting records maintained for the Fund, which have been relied upon in the preparation of the
Fund’s financial statements as well as the adequacy of the systems of internal financial control.

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

Approval of the financial statements

The Fund's financial statements were approved by the Board on lb \ |é\| 2019 and
signed on its behalf by: .

i

Mr. Erick Oggnga
SCASB Car and Mortgage Loan Fund Administrator
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability fobas

REPORT OF THE AUDITOR-GENERAL ON SIAYA COUNTY ASSEMBLY CAR LOAN
AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Siaya County Assembly Car
Loan and Mortgage Fund set out on pages 10 to 38, which comprise the statement of
financial position as at 30 June, 2019, and the statement of financial performance,
statement of changes in net assets, statement of cash flows 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Siaya County Assembly Car Loan and Mortgage Fund
as at 30 June, 2019, 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 comply with the Siaya County Assembly Loans and Mortgage Fund Act, 2015.

Basis for Qualified Opinion
1. Presentation of Financial Statements

The financial statements have not been properly identified in that the statement of
financial position has not been assigned a page number. Further, the name of the financial
statements and the period covered have not been included as a header in some pages
of the financial statements including the statement of financial performance, statement of
changes in net assets and the statement of cashflows. This is contrary to paragraph 63
of International Public Sector Accounting Standard (IPSAS) No.1, which require each
component of the financial statements to be clearly identified.

Consequently, the financial statements have not been presented in accordance with
IPSAS No 1.

2. Unreconciled Outstanding Loans Balance

Included in the statement of financial position is an outstanding loan balance of
Kshs.189,198,634 that is not in agreement with the balance as per loan register of

Report of the Auditor-General on Siaya County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2019



Kshs.191,506,084 (consisting of Kshs.21,026,957 being loans owed by members in the
first term Assembly and Kshs.170,479,127 being loans owed by members in the second
term Assembly) leading to an unreconciled difference of Kshs.2,307,450.

In the circumstances, the accuracy of the outstanding loan balance of Kshs.189,198,634
as at 30 June, 2019 could not be ascertained.

3. Accumulated Surplus

The statement of financial position as at 30 June, 2019 and the statement of changes in
net assets for the year ended 30 June, 2019 reflects an accumulated surplus balance of
Kshs.16,131,157. However, the opening balance of Kshs.10,752,412 does not agree with
the closing comparative balance of Kshs.11,352,411 resulting in an unexplained and
unreconciled variance of Kshs.599,999.

Under the circumstances, the accuracy of the accumulated surplus of Kshs.16,131,157
as at 30 June, 2019 could not be ascertained.

4. Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.71,932,523 as at 30 June, 2019. However, the cashbook provided for audit reflected
a cash book balance of Kshs.67,956,381 resulting in an unreconciled variance of
Kshs.3,976,142.

Under the circumstances, the accuracy of cash and cash equivalents balance of
Kshs.71,932,523 as at 30 June, 2019 could not be confirmed.

5. Over-Due Outstanding Loan Balances

Included in the figure of outstanding loans of Kshs.189,198,634 as at 30 June, 2019 is an
amount of Kshs.20,376,342 owed by Members who served in the County Assembly
between the year 2013 and 2017. These loans have remained outstanding for more than
five years and putting their recoverability in doubt.

In the circumstances, the recoverability of the Kshs.20,376,342 is in doubt.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Siaya County Assembly Car Loan and
Mortgage Fund in accordance with ISSAI 130 on 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 opinion.

Key Audit Matters

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

Report of the Auditor-General on Siaya County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2019
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matter described in the Basis for Conclusion on Effectiveness in Use of
Public Resources section of my report, | confirm that, nothing else has come to my
attention to cause me to believe that public resources have not been applied lawfully and
in an effective way.

Basis for conclusion

Unsecured Loans Disbursements

During the year under review, the Fund disbursed loans amounting to Kshs.31,518,423
to Members of the County Assembly of Siaya and Staff as disclosed at Note 2 to the
financial statements. It was however noted that ownership documents had not been co-
owned jointly between the applicants and County Assembly of Siaya as required by
Section 10 of the County Assembly of Siaya Car Loans and Mortgage Fund Act, 2015.

The Management was therefore in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, 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 procedures
performed, | confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for conclusion

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 control, risk management and 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

Report of the Auditor-General on Siaya County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2019
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Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control.

In preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations, or
have no realistic alternative but to do so.

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 are
in compliance with the authorities which govern them, and that public money is applied in
an effective manner.

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

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion with limited assurance as to whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them in accordance with
the provisions of Article 229(6) of the Constitution and submit the audit report in
compliance with Article 229(7) of the Constitution. The nature, timing and extent of the
compliance work is limited compared to that designed to express an opinion with
reasonable assurance on the financial statements.

Report of the Auditor-General on Siava County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2019
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Further, in planning and performing the audit of the financial statements and review of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund'’s policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional scepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the Management'’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue as a going concern or to sustain its services. If | conclude
that a material uncertainty exists, | am required to draw attention in the auditor’s report
to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions may
cause the Fund to cease to continue as a going concern or to sustain its services.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

Report of the Auditor-General on Siaya County Assembly Car Loan and Mortgage Fund for the year ended
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