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1. KEY ENTITY INFORMATION AND MANAGEMENT
a) Backgr#und information

The Vihiga County Executive Car Loan and Mortgage scheme Fund 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 fund 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, Viihiga County adopted the PFM regulations 2014 to guide in the operationalization of
the fund. The fund is being internally administered in the county government by the Fund
Administrator responsible.

The SRC in its circular reference SRC/ADM/CIR/1/13 Vol.III (128) dated 17" December 2014
provided guidelines for access of car loan and mortgage benefits by state and public officers.

.Arising therefrom, the County Executive Service Board approved and adopted the Staff Loans
Policy Paper on 8" April 2019.

The fund is wholly owned by the County Government of Vihiga and is domiciled in Kenya.
b) Principal Activities
\

The principbl activity/mission/ mandate of the fund is to provide car loans and mortgage to staff
of Vihiga County Government.

Vision
The fund oﬁchoice for staff
To provide affordable, accessible and sustainable car loans and mortgage to staff

Core Value

|[7:]

The fund upholds the values of:

INTEGRITY: We strive to be honest, fair and ethical in all dealings with our clients, suppliers,
partners, coy workers and the communities in which we operate.

RESPECT; We will treat our clients, suppliers, stakeholders and each other with respect in a
" consistent afld fair manner that promotes teamwork and embraces diversity.

INNOVATION: We will continuously develop relevant products through innovation and
efficient service delivery.

-lli){lgt’
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ABILITY: We will individually and collectively take full responsibility for our
1old ourselves accountable to each other and to all stakeholders.

Position

7 Chalrman

| member

| CECM, Education-Member

"CECM, Finance and "Economic Planning-

Chaef Officer Lands-Member

Fund Admlmstrator-Secretary

Posntlon
| Fund Admmlstrator—Secretary

| Fund Accountant

For the year ended June 30, 2019

ACCOUNT

actions and k

¢) Board of Trustees/Fund Administration Committee
Ref Name

1 Phllup Gavuna

2 ' Hon| CPA Alfred Indeche

1

3 ‘ Hon| Mgrlta Ag_ufana o ]
4 | Mrs,Lucy ljai Simiyu
5 | CPA Livingstone Imbayi

d) Key Ma‘ agement
| Ref

]

2 FellT Muga11t5| - -

¢) Registered Offices

g)

h)

21

P.O. Box 344 — 50300,
Maragoli.
Mbale/Kiisumu-Kakamega Highway,
Kenya.

Fund Contacts
P.O. Box 344 — 50300,

Maragol

Fund B?nkers

Equity Bank,
Luanda Branch,
P.O. Box 34-50307,
Luanda, Kenya.

IndepenEent Auditors

Auditor General,
Office OI the Auditor General,

Anniversary Towers, University Way,

P.O. Box 30084,
GPO 00100, Nairobi, Kenya.
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i) Principal Legal Adviser

The County Attorney,

County Government of Vihiga,
P.O. Box 344-50300,
Maragoli, Kenya.
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Reports an:'f Financial Statements

For the year ended June 30, 2019

2, BOARIL/FUND CHAIRPERSON’S REPORT

It is my p]:rsure to present, on behalf of the board of trustees, the Vihiga County Executive Car
Loan and Mortgage Scheme Fund annual report and financial statements for the year ended 30™

June 2019. |’I‘he financial statements present the financial performance of the fund over the past

year. .

Sustainabil%ty

The fund arjd its stakeholders are increasingly emphasizing on the need to ensure sustainability
for both its 1nvestments and its resource mobilization and financing capabilities with an objective
of ensuring that the fund’s going concern is secured.

‘The fund has conducted a basic assessment of available options for feasible financing tools that

would assure the fund of its long term sustainability. The fund has reviewed its current resource
moblllzatiori strategies and proposed feasible sustainability financing options.

Board and Management Changes

Since this is|the first year of operation, there has been no management change.

‘Review of qerformance

Income

The fund rejeived its budgetary allocation of KShs. 40,000,000 from the County Treasury for the
financial year 2018/2019. However, we are looking forward to expand our revenue sources so as
to effectively meet our objective.

'Expenditur‘&a

The Fund did not incur any expenditure during the year under review. This was occasioned by
the delay in approval of the Fund monies by the Controller of Budget. Therefore, the County
treasury could not release the monies on time.

Future outl?ok

"The outlook1 of the Fund for 2019/2620 looks brighter. The fund hopes expand its revenue

sources so ds to improve its capital base. The management is focused to build a robust and
sustainable fund with a motivated workforce and structures that enhance efficiency and
effectivenesy in service delivery. The fund looks forward to continued support from the County
Government;and development partners to the realization of its objective.

|
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Appreciati(rn

I take this| opportunity to express my sincere gratitude and appreciation to the County
Government, stakeholders, management, staff and fellow trustees for their support.

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

I Signed:

Philip Gavuna
Board Chairman

S5|Page
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‘3. REPORT OF THE FUND ADMINISTRATOR

It is my pleasure to present the Vihiga County Executive Car Loan and Mortgage Scheme Fund
annual report and financial statements for the year ended 30" June 2019. The financial
statements present the financial performance of the fund over the past year.

The fund was established on 18" April 2019 and started with an initial capital of KShs 40M
| which was received in the reporting period. Due to the delay in the receipt of the monies, the
: ‘Fund did not spend any amount during the period under review.

Financial Perormance

a) RevenuL

In the year ended 30" June 2019, the fund had projected revenues of KShs 40,000,000. Out of
the projectéd revenue, the fund was able to realise KShs 40,000,000 in actual revenues,
representing 100% performance.

In the table below, we present an analysis of revenue performance during the year.

Revenue clﬂ}ssiﬁcation Revenue Actual Realisation
| budget (KShs) (%)
' (KShs)
Revenue KShs KShs
‘Transfers from County Govt. 40,000,000 40,000,000 100%
Interest income = . .
Fines, penalties and other levies . - -
Other income - - -
Total inconie 40,000,000 40,000,000 100%

6|Page
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|

REPORT OF THE FUND ADMINISTRATOR (Continued)
b) Loans

During thelﬁnancial year 2018/2019, the fund did not disburse any loans. This was occasioned
by the vigorous appraisal process and the delay in the release of the Funds.

¢) Cash ﬂbws
In the FY 2018/2019, there were no liquidity disruptions.

-d) Conclu*ion
Since FY 2b18/2019 was an establishment year for the Fund, we look forward to a good year
where we shall ensure we meet the objective of the Fund in accordance with the general
provisions of the law and integrity. The momentum has been created to enable Vihiga County
Executive Qar loan and Mortgage Scheme Fund continue on a trajectory into prosperity.

\

I take this opportunity to thank the board of trustees for their support. I would also want to thank

_all staff who we have worked hand in hand to ensure that Vihiga County Executive Car loan and
Mortgage Scheme Fund achieves its mission.

|
Signed: ! Ay

CPA Livingstone Imbayi
Fund Admibistrator

|
|
|
\
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|
4. CORPORATE GOVERNANCE STATEMENT

THE BOA

~The Vihiga County Executive Car loan and Mortgage Scheme Fund is a revolving fund
established | pursuant to the Salaries and Remuneration Commission (SRC) circular number
SRC/TS/WH/3/]4 of 14™ February 2014. Its mandate is to provide car loans and mortgage to
County me}nbers of staff. The fund is committed to ensuring compliance with regulatory and
supervisoryj corporate governance requirements. Essential to the establishment of a corporate
governance framework in the fund is a formal governance structure with the board of trustees at
its apex. The operations of the fund are governed by the Vihiga County Executive Car loan and
Mortgage §cheme Fund Regulations 2019. The structure is designed to ensure an informed
-decision ma]king process based on accurate reporting to the board.

THE BOArD OF TRUSTEES

The regulations provide that the board of trustees shall be made up of five trustees, including the
chairman, and shall consist of a chairperson and four other members identified for appointment.
The board |of trustees is responsible for the long-term strategic direction of the fund and

recruitmenti of the Fund Administrator and senior management. The board of trustees exercises
“leadership, enterprise, integrity and judgment in directing the Fund.

maintain full and effective control over the strategic, financial, operational and compliance
issues. The day-to-day running of the operations of the fund is delegated to the fund
administrator but the board of trustees is responsible for establishing and maintaining the fund’s
system of internal controls for the realization of its mandate of providing financial support.

The trusteT are provided with full, appropriate and timely information that enables them to

“All memb rs of the board of trustees have been taken through a comprehensive induction
programme, and are adequately trained on their roles as board members. The trustees are
professional, committed and guided by the mission, vision and core values of the Fund in
execution of their duties. At the end of each financial year, the board, its committees, individual
trustees ancq the Fund Administrator are evaluated by an independent body against targets agreed
to at the beginning of the year.

BOARD MEETINGS

The board of trustees meets quarterly or as required in order to monitor the implementation of
the fund’s trateglc plan and achievement of the targets. The board of trustees also plays an
oversight rgle over all other financial and operational issues. The trustees did not hold any board
meeting duting the year under review.,

8|Page
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STATEME:INT OF CORPORATE GOVERNANCE (Continued)
AUDIT Al\{D RISK COMMITTEE

During the L»ear under review, the Audit and Risk Committee had not been established. However,
in ensuring that corporate governance and integrity is enhanced in between the governance of the
fund; the board of trustees shall establish an audit and risk committee. The committee shall
advice the board of trustees on institutional risk management and compliance.

STATEM]%:NT OF COMPLIANCE

|
The board |of trustees confirms that the fund has complied with all statutory and regulatory
requirements and that the fund has been managed in accordance with the principles of good
‘corporate gbvemance
The fund cbnducted an external legal audit which confirmed that the institution had complied
with all rel#vant laws, regulations and requirements.

|
INTERNAL CONTROL AND RISK MANAGEMENT

Internal C?ntrol

The trustees are responsible for reviewing the effectiveness of the fund’s system of internal
control whlch is designed to provide reasonable, but not absolute, assurance regarding the
safeguardmg of assets against unauthorized use or disposition and the maintenance of proper
accounting [records and the reliability of financial information used within the business or for
publication, These controls are designed to manage rather than eliminate the risk of failure to
achieve bu;iness objectives due to circumstances which may reasonably be foreseen and can
only provid|k: reasonable and not absolute assurance against material misstatement or loss.
|

Organizatinn Structure

The Fund |$ in the process of coming up with an organization structure. Once done, the structure
will detail l;nes of authority and control responsibilities. The professionalism and competence of
staff shall be maintained both through rigorous recruitment policies and a performance appraisal
"system thch establishes targets, reinforces accountability and awareness of controls, and
identifies appropriate training requirements. Training plans are prepared and implemented to
ensure that staff develop and maintain the required skills to fulfil their responsibilities, and that
the fund caT meet its future management requirements.

9|Page ‘
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\

.Strategic Plan

The fund is%in the process of preparing three year strategic plan 2019-2022.
|

Internal Cﬂj;mtrol Framework

The fund continues to review its internal control framework to ensure it maintains a strong and
effective internal control environment. Business processes and controls are reviewed on an
-ongoing basis. A risk-based audit plan, which provides assurance over key business processes
and operational and financial risks facing the fund, is approved by the audit and risk committee.

Where wegknesses are identified, the audit committee ensures that management takes
appropriate action.
Lement

Risk Mana

.The fund has in place a risk management framework which guides the fund in identifying,
assessing and managing the risks. The risk management is coordinated by the head of internal
audit, who Jeviews all the risks in the fund and updates the risk register and ensures that all new
and emerging risks are appropriately evaluated and any further actions identified. The identified
risks are reqorted to the audit and risk committee to assist the board in the management of risks.

Management Team

|

|
. The mdnaytment team headed by the Fund Administrator implements the board decisions and
policies thrmlgh action plans. The team meets regularly to review these action plans to ensure
that the board’s objectives are achieved effectively and efficiently.
Auditor
The fund is audited by the Auditor-General.

10[Page
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!

5. MANAGEMENT DISCUSSION AND ANALYSIS

The fund’s jactivities expose it to a variety of financial risks including credit and liquidity risks
“and effectsLof changes in foreign currency. The Fund’s overall risk management programme
focuses on unpredictability of changes in the operating environment and seeks to minimise the
potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
Fund does not hedge any risks and has in place policies to ensure that credit is only extended to
staff with an established credit history.

The mana%&mem has ensured that we comply with statutory requirements relating to the
functions o ithe fund.

BUSINESS PERFORMANCE

Revenue |

The fund earned revenues amounting to KShs.40,000,000 from the County Exchequer.

~The fund is projecting increased support from the partners as well as the County Government.

Cash flow |

The cash and cash equivalents at the end of the financial year was Kshs. 40,000,000. No extra
cash was relfived nor spend.

OPERATI

NAL PERFORMANCE

_The fund’s core operating activity is to offer car loans and mortgage to members of staff. The
County Government has supported the Fund.

Employees

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

The Fund will introduce and implement the national values and rewarding of the best staff on a
quarterly basis. In addition, there will be increased budgetary allocation to training that will
enable continuous staff development and capacity building for efficiency and good corporate
.governance.| The fund will train its senior managers on leadership, corporate governance and
other professional development courses.

11|Page
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MANAGEL’[ENT DISCUSSION AND ANALYSIS (Continued)

The fund will also embark in enhanced staff sensitization awareness campaigns on security,
HIV/AIDS,\’and gender & disability and re-aligned the Human Resources Policy to the Human
Resource PFIicies and Procedures Manual for Public Service.

" Conclusion
We appreciate the unrelenting support from the board of trustees, management, staff, the County

Government, partners and all the key stakeholders. We look forward to the continued
partnershipi and cooperation in areas of mutual interest in the FY 2019/2020.

| 12)Page
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. \

6. CORPQRATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

Corporate s!Dcial responsibility is an integral part of our culture. As a responsible organisation,
we respect ljhe interests of our stakeholders — our employees, customers, suppliers and the wider
community and we actively seek opportunities both to improve the environment and to
contribute to the well-being of the communities around us.

During the financial year 2018/19, the Fund did not carry out any CSR activity.

We are ]ook:ing forward to getting involved in CSR activities in the near future. The management
team has been tasked with coming up with more CSR ideas.
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7. REPO

T OF THE TRUSTEES

The Trustees submit their report together with the unaudited financial statements for the year
ended June 30, 2019 which show the state of the Fund affairs.

Principal activities

The principal activity of the Fund is to provide financing to the members of staff to purchase cars
for personal|use.

‘Results

The results : f the Fund for the year ended June 30, 2017 are set out on pages14 to 44.

Trustees

The members of the Board of Trustees who served during the year are shown on page 4. There
were no changes in the Board during the FY 2018/19.

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.

By Order of"i the Board

Philip Gavuna

Member of

Date:

the Board

14|Page
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8. STATEMENT OF MANAGEMENT’S RESPONSIBILITIES

Section ]6Jr 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 Adminjstrator of the County Public Fund is responsible for the preparation and presentation of
the Fund’s f' nancial statements, which give a true and fair view of the state of affairs of the Fund
for and as aF 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 wiﬂq 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 Folicies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Admiriistratm 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

Accountmg:, Standards (IPSAS), and in the manner required by the PFM Act, 2012. The
Adrmmstrator of the Fund is of the opinion that the Fund’s financial statements give a true and fair
view ofthq state of Fund’s transactions during the financial year ended June 30, 2019, 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 plepariné the financial statements, the Administrator of the County Public Fund has assessed

the Fund’s abllxty 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 2019 and

signed on its behalf by:

|

CPA Livingstone Imbayi
Fund Admjnistrator
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REPORT OF THE AUDITOR-GENERAL ON VIHIGA COUNTY EXECUTIVE CAR
LOAN AND MORTGAGE SCHEME FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Vihiga County Executive Car
Loan and Mortgage Scheme Fund set out on pages 17 to 34, which comprise the
statement of financial performance, statement of financial position as at 30 June, 2019,
statement of changes in net assets, as at 30 June, 2019, statement of cash flows for the
year ended 30 June, 2019 and statement of comparison of budget and actual amounts
for the period ended 30 June, 2019 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, the financial statements present fairly, in all material respects, the financial
position of Vihiga County Executive Car Loan and Mortgage Scheme 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 Public Finance Management Act, 2012 and Public Finance Management
(Vihiga County Executive Car Loan and Mortgage Scheme Fund) Regulations 2019.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Vihiga County Executive Car Loan and
Mortgage Scheme Fund Management in accordance with ISSAI 130 on Code of Ethics. |
have fulfilled other ethical responsibilities in accordance with the ISSAl 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. There were no key audit matters to

report in the year under review.

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



REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC REOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, | confirm that, nothing 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

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 audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and 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
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, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
ability of Vihiga County Executive Car Loan and Mortgage Scheme Fund 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
liquidate the Fund or to cease operations.

Report of the Auditor-General on Vihiga County Executive Car Loan and Mortgage Scheme Fund for the year ended
30 June, 2019
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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 are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Fund’'s financial
reporting process, reviewing the effectiveness of how 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 ISSAIs 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 audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internall 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

Report of the Auditor-General on Vihiga County Executive Car Loan and Mortgage Scheme Fund for the year ended
30 June, 2019
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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 non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund'’s policies and procedures may deteriorate.

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

o |dentify 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.

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

¢ Conclude on the appropriateness of the Management's use of the 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.

¢ 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.

¢ Perform such other procedures as | consider necessary in the circumstances.
| communicate with the Management regarding, among other matters, the planned scope

and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

Report of the Auditor-General on Vihiga County Executive Car Loan and Mortgage Scheme Fund for the year ended
30 June, 2019
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| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

<

UDITOR-GENERAL

Nairobi

18 November, 2021

Report of the Auditor-General on Vihiga County Executive Car Loan and Mortgage Scheme Fund for the year ended

30 June, 2019
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Vihiga County li?xecuti ve Car Loan and Mortgage Scheme Fund
" Reports and Financial Statements
For the year ended June 30,2019

10. FINANCIAL STATEMENTS

10.1. STATEMENT OF FINANCIAL PERFORMANCE
|

Revenue from non-exchange transactions

Transtfers I'rmfl the County Government . li 7 '_40,(100,000 .
— —_— .'r__ — — — S — S—
40,000,000

Revenue from exchange transactions

Interest income -

Other income | B

= e - N — L ==

Total revenis ’ ’ | 40,000,000

o e

Expenses |

Fund administration expenses 12 -

Rl popinsss =
(-)
40,000,000

Surplus/( deficit)for the period
— TR

The accounting policies and explanatory notes to the financial statements form an integral part of
the financial statements. The entity financial statements were approved on

2019 and signed pn its behalf by:
M

hilip Gavuna
‘hairman

CPA Livingstone lmbayi
Fund Administrzjtor
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10.2. STATEMENT OF FINANCIAL POSITION AS AT 30™ JUNFE 2019

Assets

Current assets - |

Cash and cash ¢quivalents 3 40,000,000

40,000,000

Non-current assets S -
Totalassets | g t000m
Liabilities |

Current liabilities S

1 S .

Non-current liabilities -

Total liabilities o o -
Netassets | L 140,000,000
| Revolving Fund - S 40,000000

Total equity 40,000,000

The accounting policies and explanatory notes to these financial statements form an integral part

of the financial statements. The entity financial statements were approved on

and signed by: |

|
|

CPA Livingstone Imbayi
Fund Administrqtor
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Philip Gavuna
Chairman
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10.3. STATEMENT OF CHANGES IN NET ASSETS AS AT 30™ JUNE 2019

|
Balance as at 17 July 2017 !

Surplus/(deﬁcil)?'for the period I

Funds received during the year | - -

Reval

uation gain - -
—_— — - 4
| Balance as at 30" June 2018
| :

- i

Balance as at I"".t July 2018

Surplus/(deﬁcil)ibr lhc:p‘eriod—l - -

Funds received during the year ’ 40,000,000 | -

| 40,000,000

Revaluation gain

. __k,,f};

|

| 40,000,000

Balance as at 30" June 2019 40,000,000 Jf

| 1

i

CPA Livingstone Imbayi
Fund Administrator

J

19|Page

an integral part
2019

(=

Philip Gavuna
Chairman




Vihiga County Executive Car Loan and Mortgage Scheme Fund
Reports and Financial Statements
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10.4. STATEMENT OF CASH FLOW FOR THE YEAR ENDED 30™ JUNE 2019

Cash flows fr?m operating activitics

Rcwi pts

TrM” Iromth C uum\f (ro\'unment ;1_0_,600,000

Total Rcceipt;_ | 40,000,000
Payments | e
Fundadminisuion exprses |- —————
F()Lll Pd\ ments

Net LdSh flows| fronmmtlnu .lt'tl{{tics - I - 40,000,000

Cash flows froyn investing activities - -
Loan disbursemcnts paid out 4 | -

Net cash ﬂowsmsed in musnng dLII\ ities -

—_— —_— - —_— —— —_—

(‘d%h flows from financing activities

Pmuudx from tiuol\m“ flll]d:?ttlph - o __Vl[  fe
_Ridds_uadlkh(-m_;wmgs_ - _T ] -

Repdvmem of borrowings - ' ‘_‘[ g -

Net cash f'lom, —s;l"u; Fn:n_n:n;, mmm T :-_ . O

N(.t I;(;;l\ef(llL‘LIE¢l\t’) in cash .:n;I cash i.(ll;\.ilt,'ll? . T ‘_[ 4‘0 000 00{}

Cash and cash LL]U[\J[LHI\ at hwummw of the year T | - ]

Cash and ca:.]ﬂqunal&:ts at the _cl[(ii;f—tl;e year ) ﬁ_L _]\000 OQO_L_;]

ese financial statements form an integral part
S were approved on 2019

e

| CPA Livingstone| Imbayi PO Bery PRT T / Philip Gavuna
Fund Admmistlatbr RAGoL| L Chairman

The accounting policies and uplanatorv
" of the hnanual statements. The entity 4
and signed by:

?
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10.5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30"JUNE
2019

Revenue KShs KShs KShs KShs KShs

Public contributions and donations | - - - - - 0%
Transfers from County Govt. 40,000,000 | - 40,000,000 | - 40,000,000 0%
Interest income - - - - - 0%
Other income - S - - 0%
Total income 40,000,000 | - 40,000,000 | - - 0%
Expenses

Fund administration expenses - - - - 0%
General expenses - - - - 0%
Finance cost - - - - 0%
Total expenditure - - - - - 0%
Surplus for the period 40,000,000 | - 40,000,000 | - 40,000,000 0%
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Vihiga C, oqm‘y Executive Car Loan and Mortgage Scheme Fund

Reports alld Financial Statements

For the year ended June 30, 2019

10.6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
|
1. Statement of compliance and basis of preparation

The Fund’s financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements are

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

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

The ﬁnanbial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the direct method. The financial statements
are prepar?d on accrual basis.

2. Adoption of new and revised standards

a) Relevant new standards and amendments to published standards effective for the year

ended 30 June 2019
' Standar:d Effective date and impact:
IPSAS | 39: | Applicable: 1*" January 2018

Employee Benefits | The objective to issue IPSAS 39 was to create convergence to changes in
IAS 19 Employee benefits. The IPSASB needed to create convergence of
. IPSAS 25 to the amendments done to IAS 19.The main objective is to
' ensure accurate information relating to pension liabilities arising from the
J defined benefit scheme by doing away with the corridor approach.

b) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2019

|

Standard Effective date and impact:

IPSAS |40: Public | Applicable: 1*' January 2019:

Sector Combinations | The standard covers public sector combinations arising from exchange
| transactions in which case they are treated similarly with IFRS
; 3(applicable to acquisitions only) Business combinations and
! combinations arising from non exchange transactions which are covered
. purely under Public Sector combinations as amalgamations.

¢) Early adoption of standards
The entijty did not adopt any new or amended standards in year 2018/19.
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Vihiga Coanty Executive Car Loan and Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June 30, 2019

 Summary bf significant accounting policies (continued)
J

3. Reven+e recognition

i) RevenJle from non-exchange transactions

Transfersrfrom other government entities

Revenues ;tfrom non-exchange transactions with other government entities are measured at fair

“value and recogmzed on obtaining control of the asset (cash, goods, services and property) if the

transfer is free from conditions and it is probable that the economic benefits or service potential
related to ihe asset will flow to the entity and can be measured reliably.

ii) Regfven ue from exchange transactions

Interest ir‘come

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

estimated |future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount. The method applies this yield to the principal outstanding to determine interest
income each period.

|

4. Budgi:t information

The origiI al budget for FY 2018/2019 was approved by the County Assembly. The Fund did not

“receive additional appropriations.

|
The entity’s budget is prepared on a different basis to the actual income and expenditure
disclosed| in the financial statements. The financial statements are prepared on accrual basis
using a ciasmﬁcatlon based on the nature of expenses in the statement of financial performance,
whereas 1he budget is prepared on a cash basis. The amounts in the financial statements were
recast ﬁofm the accrual basis to the cash basis and reclassified by presentation to be on the same
basis as /the approved budget. A comparison of budget and actual amounts, prepared on a

“comparable basis to the approved budget, is then presented in the statement of comparison of

budget arﬁd actual amounts.

In additi?n to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the ﬁnanplal statements and the approved budget.
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Summary of significant accounting policies (continued)

5. Property, plant and equipment

The Fund did not own any property, plant and equipment in the period under review.
\
6. Intanéible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets
acquired in a non-exchange transaction is their fair value at the date of the exchange. Following
initial recognition, intangible assets are carried at cost less any accumulated amortization and

- accumulated impairment losses. Internally generated intangible assets, excluding capitalized

development costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

7. Financial instruments

. Financial assets

|
Initial recognition and measurement

Financialjassets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurenient are classified as financial assets at fair value through surplus or deficit, loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
The Emit){ determines the classification of its financial assets at initial recognition.

» 1
Loans and receivables

Loans ani receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial measurement, such financial assets are
subsequerhly measured at amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate. Losses arising from

. impairment are recognized in the surplus or deficit.

!
i
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Summary ?f significant accounting policies (continued)
Held-to-maturity

| . s
Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held to maturity when the Entity has the positive intention and ability to hold it to

- maturity. After initial measurement, held-to-maturity investments are measured at amortized cost

using the effective interest method, less impairment. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The losses arising from impairment are recognized in surplus or deficit.

Impairment of financial assets

The Entity'assesses at each reporting date whether there is objective evidence that a financial

~ asset or an entity of financial assets is impaired. A financial asset or an entity of financial assets

is deemed to be impaired if, and only if, there is objective evidence of impairment as a result of
one or morg events that has occurred after the initial recognition of the asset (an incurred ‘loss
event’) andrthat loss event has an impact on the estimated future cash flows of the financial asset
or the entity of financial assets that can be reliably estimated. Evidence of impairment may
include the following indicators:

> The deJtors or an entity of debtors are experiencing significant financial difficulty

> Defaultior delinquency in interest or principal payments

» The probability that debtors will enter bankruptcy or other financial reorganization
|
> Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes
in arrears or economic conditions that correlate with defaults)
\

" Financial tfabitiﬁes

Initial recognition and measurement

Financial llLbllltleS within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Entity determines
the classm(;j:tlon of its financial liabilities at initial recognition.

I

All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

|
Loans and drorrowing

After initial; recognition, interest bearing loans and borrowings are subsequently measured at
amortized LObt using the effective interest method. Gains and losses are recognized in surplus or
deficit Whelj the liabilities are derecognized as well as through the effective interest method

) amortlzatloq process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate.
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I
Summar_T of significant accounting policies (continued)
8. Inventories

[nventory| is measured at cost upon initial recognition. To the extent that inventory was received

through rfm—exchange transactions (for no cost or for a nominal cost), the cost of the inventory
is its fair | alue at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for.

After init*al recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for a

nominal charge, that class of inventory is measured at the lower of cost and current replacement
cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated ?costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution.

l
Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary c&)urse of operations of the Entity.

9. ProvisFons

Provisionsi are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits or

service pojential will be required to settle the obligation and a reliable estimate can be made of
the amount of the obligation.

Where thelEntity expects some or all of a provision to be reimbursed, for example, under an
insurance (contract, the reimbursement is recognized as a separate asset only when the
reimburseqﬁent 1s virtually certain.

The expenge relating to any provision is presented in the statement of financial performance net
of any rei 1burscment.

Contingentl liabilities
The Entity tloes not recognize a contingent liability, but discloses details of any contingencies in

the notes toli the financial statements, unless the possibility of an outflow of resources embodying
economic brneﬁts or service potential is remote.
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Summary of significant accounting policies (continued)

Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset whose
existence i§ contingent on the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Entity in the notes to the financial statements.
Contingent \assets are assessed continually to ensure that developments are appropriately
reflected in i”the financial statements. If it has become virtually certain that an inflow of economic
benefits or service potential will arise and the asset’s value can be measured reliably, the asset

and the related revenue are recognized in the financial statements of the period in which the

“change occdrs.

10. Nature *md purpose of reserves
1
The Entity dreates and maintains reserves in terms of specific requirements.

11. Change'{s in accounting policies and estimates

- The Entity i cognizes the effects of changes in accounting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is impractical.

12. Foreign currency transactions

’l‘ransactionsl in foreign currencies are initially accounted for at the ruling rate of exchange on the
date of the ;{ansaction. Trade creditors or debtors denominated in foreign currency are reported
at the statement of financial position reporting date by applying the exchange rate on that date.

- Exchange differences arising from the settlement of creditors, or from the reporting of creditors

at rates different from those at which they were initially recorded during the period, are
recognized 15 income or expenses in the period in which they arise.
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il W . . .
Summary of significant accounting policies (continued)
13. Borrowl'ing costs

Borrowing! costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is being
~ acquired %\rI constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of

financial pefrformance.
14. Relateci parties

The Entity regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa.

" Members of key management are regarded as related parties and comprise the Fund
Administrator and the Fund Accountant.

15. Cash arLd cash equivalents

Cash and clsh equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly ]]fiquid investments with an original maturity of three months or less, which are readily
convertible |rto known amounts of cash and are subject to insignificant risk of changes in value.
" Bank accot}m balances include amounts held at the Central Bank of Kenya and at various
commercial banks at the end of the financial year. For the purposes of these financial statements,
cash and cash equivalents also include short term cash imprests and advances to authorised
public ofﬁcirs and/or institutions which were not surrendered or accounted for at the end of the

financial yea‘tr.
16. Compaljl'ative figures

"~ Where neceissary comparative figures for the previous financial year have been amended or
reconﬁguretho conform to the required changes in presentation. Since this is the first year of
reporting, there were no comparative figures.
17. Events affter the reporting period
There were no material adjusting and non- adjusting events after the reporting period.

18, UltimatG\' and Holding Entity

The entity ks a County Public Fund established by Section 167 of the Public Finance
Management (PFM) Act 2012. Its ultimate parent is the Vihiga County Executive.

19. Currency

The ﬁnancia) statements are presented in Kenya Shillings (KShs).

|
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. Summary Lf significant accounting policies (continued)

20. Signiﬁ#:ant judgments and sources of estimation uncertainty

The prepa};ation of the Entity’s financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, eF(penses, assets and liabilities, and the disclosure of contingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions and estimates could result in

. outcomes that require a material adjustment to the carrying amount of the asset or liability

affected in future periods.

Estimates Lnd assumptions — The key assumptions concerning the future and other key sources
of estimati&n uncertainty at the reporting date, that have a significant risk of causing a material
adjustment |to the carrying amounts of assets and liabilities within the next financial year, are
described below. The Entity based its assumptions and estimates on parameters available when
the consoli#dated financial statements were prepared. However, existing circumstances and

- assumption$ about future developments may change due to market changes or circumstances

arising beyil)nd the control of the Entity. Such changes are reflected in the assumptions when
they occur. IPSAS 1.140.

Useful IiveJ and residual values

The useful |lives and residual values of assets are assessed using the following indicators to
inform potcptial future use and value from disposal:

» The conﬁition of the asset based on the assessment of experts employed by the Entity
|

» The natl:lre of the asset, its susceptibility and adaptability to changes in technology and
processes

» The natJ_re of the processes in which the asset is deployed

» Availabiliity of funding to replace the asset

» Changesiin the market in relation to the asset
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Summary of significant accounting policies (continued)
21 Financlial risk management

The Fund’% activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The Fund’s overall risk management programme
focuses on unpredictability of changes in the operating environment and seeks to minimise the
potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
Fund does not hedge any risks and has in place policies to ensure that credit is only extended to
customers \fvith an established credit history.

- The Fund’s| financial risk management objectives and policies are detailed below:
a) Credit Lisk

The Fund hLas exposure to credit risk, which is the risk that a counter party will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks, as well as trade and other receivables and available-for-sale financial investments.

- Managemeﬁt assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in the
statement 0‘[ financial position are net of allowances for doubtful receivables, estimated by the
company’s management based on prior experience and their assessment of the current economic
environment.

l, L _
The board of trustees sets the Fund’s credit policies and objectives and lays down parameters
- within whic*l the various aspects of credit risk management are operated.

b) Liquidity risk management
|

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, who

has built an Iflppropriate liquidity risk management framework for the management of the entity’s

short, medium and long-term funding and liquidity management requirements. The entity
manages liql!xidity risk through continuous monitoring of forecasts and actual cash flows.

¢) Market risk

The board hgs put in place an internal audit function to assist it in assessing the risk faced by the
entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices
~and foreign exchange rates which will affect the entity’s income or the value of its holding of
financial instruments. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters, while optimising the return. Overall responsibility
for managing market risk rests with the Audit and Risk Management Committee.
|
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Summary of significant accounting policies (continued)
The Fund’s Finance Department is responsible for the development of detailed risk management

policies (subject to review and approval by Audit and Risk Management Committee) and for the
day to day implementation of those policies.

" There has been no change to the entity’s exposure to market risks or the manner in which it
manages and measures the risk.

i.  Foreign currency risk

The entity |has transactional currency exposures. Such exposure arises through purchases of
| . 1 N
goods and services that are done in currencies other than the local currency.

ii. Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
result of changes in interest rate levels. The company’s interest rate risk arises from bank
deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure
arises mainly from interest rate movements on the Fund’s deposits.

Management of interest rate risk

To manage|the interest rate risk, management has endeavoured to bank with institutions that
offer favourable interest rates.

Sensitivity analysis

The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The

- sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates, remain constant.

d) Capital risk management

The objective of the Fund’s capital risk management is to safeguard the Fund’s ability to
continue as a going concern. The entity capital structure comprises of the following funds:

Revaluation reserve

Revolving {und 40,000,000

Accumulated surplus

Total funds 40,000,000
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- 10.7. NOTES TO THE FINANCIAL STATEMENTS

1. Transfers from County Government

l Transfers from County Govt

40,000,000

' ! Total

40,000,000

2. Fund administration expenses

Staff costs

Loan processing costs

' Professional services costs

Total

3. Cash and cash equivalents

Current account

40,000,000

’ Total cash and cash equivalents

40,000,000

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

a) Current account

Equity Bank

11202788117955 40,000,000

| Total

40,000,000
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Notes to tlie Sfinancial statements (continued)
4. Relatei}:l party balances

’ |
a) Naturd‘ of related party relationships

Entities an@ other parties related to the Fund include those parties who have ability to exercise
control or 0Eexercise significant influence over its operating and financial decisions. Related

parties include management personnel, their associates and close family members. The
fund/schen}e is related to the following entities:

- a) County Government of Vihiga;
b) Board qf Trustees; and
c) Key management personnel.

There wereino related part transactions in the reporting period.
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11. PROG]%{ESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

Since this is the first year of reporting, the Fund has not been audited before. The same shall be
availed in subsequent reporting period.
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