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Kwalc County Trade Revolving Fund
Rcports and Financial Statements
l'or the year ended June 30, 2019

I. KEY ENTII'Y INFOI(MATION AND MANA(;EMI]N'T

it Background information

Kwale County Trade Revolving Fund is established by and derives its authority and
accountability from Kwale County Trade Revolving Fund Act2014 on Sept 2014. The Fund is
wholly owned by the County Government of Kwale and is domiciled in Kenya.

The fund's objective is to;

(a) Catalyse wealth creation;

@ Establish the Kwale County Trade Revolving Fund Board;
(c) Establish the mechanisms for the provision of capital to:

(i) successful candidates engaged in self-employment- creating activities that
contribute to value addition of raw materials;

(ii) businesses that seek to expand their production from existing capacities;

(iii)Activities that stimulate and promote both internal and international trade

The Fund's principal activity is to advance loans (low cost credit) to businesspeople within the
county repayable within Twenty-Four (24) months.

a. Individual business persons can borrow a minimum of Kshs. 30,000 and a maximum of

Kshs.1,500,000.

b. Legal persons (companies, cooperative societies and associations) can borrow a minimum of

Kshs.l50, 000 and a maximum of Kshs.3, 000,000.

b. PrincipalActivities

The principal activity/mission/ mandate of the Fund is to;

have an inbuilt capacity building programme to build business management and
entrepreneurial skills of traders, customized to address the individual needs of such
traders;

ll provide a business mentoring platform for business people amongst themselves and
with specialized experts in business and entrepreneurship disciplines; and

lll Nurture and grow business ideas into tangible businesses and products

c. Fund Iloard

Ref Name
Ilishop David Munyaka
Mejumaa Gari

Position
ChairmanI
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Mwamtenda Ningome
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Athuman Mwatunza
Emmanuel Yolt

Member
Membcr

7 Nyamawih Charo Fund Manager/Secretary to the Board

d. Key Managcment

ILcf Name
1

2

.,

Nyamawi h Charo Fund Administrator
Athuman Mwatunza

4

Anthony Mwanturrga
Joscph Omwenga

c Itcgistcred Offices

P. O. Box 4 - 80403.
Cooperative House
Kombani - Kinango Road,
Kwale, KENYA

f. Fund Contacts

Telephone: (254) 040 320 6100
E-rnail: info@.trade.kwale.so.ke
Website : www.kwalecountvsov conl

g. ['und Bankers

Equity Bank (K) Ltd,
P. O. Box 167-80403
Kwale, Kenya.

Fund Bank Account Signato

h. IndcpendentAuditors

Auditor General
Anniversary Towers,
University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

Principal Legal Adviserl.

The Attorney General
State Law Office
Harambee Avenue
P. O. Box 40112
City Square 00200
Nairobi, Kenya
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Fund Bank Account Signatory
Fund Bank Account Signatory
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2. THEBOARDOFTRUSTEES

Member Photo Dctails and Qualifications

Bishop David Munyaka, Fund Board Chairman

He is a holder of Diploma in Theology and currently
pursuing a degree in the same. He was ordained a
Bishop on the I I'h Apr 2004 in the New Apostolic
Church ofKenya.

Bishop David is also a farmer and business man

Nyamawih Charo, Fund Administrator

Charo holds a MSc. Intemational Money and Banking -
University of Bath, UK and BSc in Economics &
Statistics from Egerton University, Kenya.

Mejuma Gari - Member Board

Mejumaa holds a Higher Diploma in Institutional
Management and over 25 years in catering.
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Sofia Ali Silawa - Member of the Board
She has vast experience in business and farming
spanning over 20 years. Sofia worked for g
years as office messenger at Bamburi Cement.

Ningome Mwamtenda -Member of Board.
Ningome holds a degree in Community
Development/Environmental Studies with over
20 years' experience in community
development, social services related areas,
senior management and strategic leadership
development.
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Athuman Mwatunza - Member of the Board
Is the County Director Economic Planning and has over
10 years in the banking industry in various managerial
positions.

He holds a Master's degree in Business Administration-
Strategic Management and Bachelor's degree in
Economics from the University of Nairobi.

Emmanuel Yongo, Member
He is a graduate from Strathmore University with a

Bachelor's of commerce degree in Finance and Business
Administration majors.

Currently serving as the County Trade Officer.
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3. MANAGIIMENT TEAM

Namc Dctails of qualifications and experience

I

I r-

.-) ll

Hon. Ramadhani Masudi Bungale

Ag. CECM Tourism & Enterprise
Development

He is a graduate from the University of Nairobi
with a Master's in Business Administration and a
Bachelor's Degree in Education Arts, Accounting
and Economics.

Previously worked for the National Constituency
Development Fund.as Fund manager.

I

Mr Mwinzagu Anthony Mwamunga,
Chief Officer Tourism & Enterprise
Dcvelopment
Graduated in 1999 with bachelor's degree in
Information & Media Technology Moi University
Attained ITIL (lnformation Technology
Infrastructure Library),Attained CCNA 200 I
Previously worked for: CKRC, Mombasa water&
sewerage Co and Pwani Telecoms ltd.

2

N1'aman ih Charo, Fund Administrator

Charo holds an MSc. International Money and
Banking - University of Bath, UK and BSc in
Economics & Statistics from Egerton University,
Kenya. Previously worked for Equity Bank.

I I lll oI

Joseph Omwenga, Fund Accountant

BBA Finance KeMU and CPA(K)
Member of ICPAK, has several years' experience
with the National government and KRA as
Revenue and financial Accountant respectively

Cuuently serving as Principal Accountant Trade.
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Kwale County Trade llevolving Fund
Reports and l'inancial Statemcnts
For the year ended June 30, 2019

4. BOAIID/FUND CTIAIRPEITSON'S REPOITT

Welcome to our FY 2018119 annual report, the forth since inception of the fund.

During the year, we welcomed Mr Nyamawih Charo as the new fund administrator, taking over
from Hon. Ramadhan Masudi Bungale, the then Chief Officer Trade & Cooperative
Development. Charo appointed to the board following his assumption of office as the Director of
Trade & Cooperative Development. Join me in welcoming him and promise to continue offering
him the support he needs as we tum potential into wealth.

I am happy to report that, by close ofthe financial year, more than 1300 businesses had benefited
from the fund cumulatively accounting to more than Ksh. I 23 million worth of capital injected as

operating capital to our SMEs, Individual businessmen and women, cooperative societies among
others. Our key beneficiaries include; Tabasamu Sacco, formerly, the Kwale Teachers' Sacco.

In concluding, I look forward to yet another transformative financial year, marked with success
stories and continued supporting our business people and corporations within the County.

Signed

Bishop David Munyaka

Board Chairman

5l l'rr g c

I am delighted to express that, currently the fund has its footprint in each ofthe 20 wards thereby
transforming livelihoods of the citizen of Kwale County. The fund has benefited all
demographics be it women, youth, senior citizens, groups in business. However, I encourage
more of people living with disability to apply as our analysis of the fund shows that there are
very few who have benefited.
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5. REPORT OF THE FUND ADMINISTRATOR

In the FY 2018119 report, I will highlight on the general performance of the fund and give an
outlook into the future of the fund.

Firstly, I appreciate the appointing authority for bestowing me the opportunity to join a dedicated
and passionate team, working round the clock towards turning potential into weaith of the people
of Kwale County. The fund being administered by a board on voluntary terms has seen growth in
the number of staff supporting its activities having employed four new employees whom
alongside other duties are available to discharge those ofthe fund. The fund human iesource has
grown from a single staff to the current 8, with a full-time dedicated fund administrator.

We are happy to report that, within the year. we received over Ksh. 13 million as loan
repayments.

Nyamawih Charo

Fund Administrator

6 | l',r I c
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6. CORPORATE GOVERNANCE STATEMENT

In this reporting financial year, there were three board meetings that mainly focused on recovery
of the disbursed loan. Since then, significant improvement has been noted. During those meeting,
engagement of a debt collector was approved. Munyao and Kashindo Advocates were assigned
with recovery of loans that had been classified as delinquent.

The fund board established by the Kwale County Revolving Fund Act 2014, takes cognisance of
the need to plan and groom for successors should some of the existing staff exit the management
more so, the fund administrator role. Therefore, the board co-opted Emmanuel Yongo in place of
Heidi Mumia who left for other duties within the public service. Emmanuel Yongo therefore
represents the department in the board and acting as the secretary in consultation with the fund
administrator.

Appointment of the board members is bestowed in the CECM. Once the board is constituted, the
members are given an opportunity to elect a chairman from among themselves. The chairman is
responsible for presiding over all board meetings and any other business as the board may direct.
Members are appointed for a 3-year term renewable once. The board also consists of one ex-
officio designated as the fund administrator who is the secretary to the board.

7ll'lgc



7. MANAGEMENT DISCUSSION AND ANALYSIS

In the FY 2018 - 2019, the fund only operated on funds recovered from previously disbursed
loans. With the current loan repayment trends, the fund may suffer from high provisions owing
to increasingly portfolio of loans put under watch.

Following a letter from the Controller of Budget on the fund's legislation compliance to the pFM
Act 2012, there is currently an on-going amendment on the existing funds policies and
regulations in order to improve efficiency and service delivery to the public.

For the first time since inception of the fund, the period under review was successfully audited
by the auditor general.

The current fund board first time ended in December 2018. The management is making plans for
their replacement or reappointment to ensure no vacuum in the managJment.

Ku'ale County Trade Revolving Fund
Reports and Financial Statements
For thc year ended June 30,2019
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8. REPORT OF THE TRUSTEES

il::tx:'g';?il :?H?Jljl"';ffi:;Xlo,l.d:,,X*o nnanciar statements ror the year ended

Principal activities

Results

'f rustees

Auditors

By Order of the Board

-b4/
4nU.ttl

Member o the Board

Date: rs I or 1

Iffi,:T:T;l;crivities of the Fund are extending row cost credit facirities to business men

The resurts ofthe Fund for the year ended June 30,2olgare set out on page I2

The members of the Board ofTrustees who served during the year are shown on page Iwere no changes in the Board during the il;;;;."r. There

The Auditor General is responsible lor the statutory audit of the Fund in accordance with Articre229 of the constituti* oir".yu-.,rd,r* ai,'iti'oroi, Act 2015 ro carry our the audit of theKwale Trade Revolving Fund for tfr" p..ioa 
""O"i rrn" 30,2019.
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9. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section 167 of the Public Finance Management Acr,2012 requires that, at the end of eachfinancial year, the Administrator of Kwalelrade Revolving Fund established by Kwale CountyTrade Revolving Fund Act,20l4 shall prepare financial statements for the Fund in accordancewith the standards and formats prescribed by the Public Sector Accouniing itanoaros aoaro.

The managemen-t is responsible for the preparation and presentation of the Fund,s financialstatements' The financial statements give a true and fair view of the Fund for and as at the end ofFY 2019 which ended on June 30,2019. The management is arso responsible fori Maintaining proper accounting records, which disclose wlth reasonable accuracy at any
time the financial position of the Fund:

ii' Designing, implementing and maintaining internal controls relevant to preparation and
fair presentation of the financial statements;

iii. Safeguarding the assets ofthe Fund;
iv. Selecting and applying appropriate accounting policies; andv. Making accounting estimates that are reasonable in the circumstances.

The management ofl the fund accepts responsibility for the Fund's financial statements. Thefinancial statements were prepared tlte Intemational Public Sector Accounting Standards (lpSAS),
ilg ir!!. manner required by the pFM Act,2012 and Kwale county Trade i.evolving Fund Act,2014 The management of the fund co-nfirm completeness of the accounting records maintained,which were relied during preparation ofthe Fund's financial statements.

Kwale County Trade Revolving Fund
Reports and Financial Statements
For the year ended June J0,2019

In preparing the financial statements, the Administrator assessed the Fund,s ability to continue as agoing concem and disclosed, as applicable, matters relating to the use otgoing concem basis ofpreparation of the financial statements. Nothing has come to the attention Jf th" Administrator toindicate that the Fund will not remain a going 
"lon"". 

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
signed on its behalfby:

ral"? 2019 and

Fund Administrator
Kwale County Trade Revolving Fund

l0 I'
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Telephone: +254-(zo) 3zt4ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n h a nc i n g A c't'o u n t u b i I i t1'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KWALE COUNTY TRADE REVOLVING
FUND FOR THE YEAR ENDED 30 JUNE,2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kwale County Trade Revolving
Fund set out on pages 12to 41, which comprise of 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 and the 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 lhe
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, 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 Kwale County Trade Revolving Fund as at
30 June, 2019, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Kwale County Trade Revolving Fund Act, 2014 and the Public Finance
Management Act,2012.

Basis for Qualified Opinion

1.0 Inaccuracies in the Financial Statements

The financial statements for the year ended 30 June, 2019 submitted for audit had the
following anomalies:

i) The statement of financial position reflects comparative balances of
Kshs.1 14,034,258 and Kshs.114,033,103 for net assets and total equity respectively,
resulting into a variance of Kshs.1,155 which was not explained or reconciled.

ii) The statement of changes in net assets reflects prior year adjustments of
Kshs.5,578,827 whose nature has not been disclosed in the financial statements.

iii) The statement of cashflows reflects a balance of Kshs.21 ,415,602 in respect of cash
and cash equivalents as at 30 June, 2019. However, the balance is at variance with

Report of the Auditor-General on Kwale County Trade Revolving Fundfor the year ended 30 June, 2019
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the cash and cash equivalents balance of Kshs.24,439,232 reflected in the statement
of financial position, resulting into an unexplained variance of Kshs.3,023,630.
Further, the net cash flows from operating activities balance of Kshs.5,483,643
reflected in the statement of financial position is at variance with cash generated from
operations balance of Kshs.5,756,371 reflected in the corresponding Note 21 to the
financial statements. The difference of Kshs.272,728 between the two balances was
not reconciled.

iv) The statement of comparison of budget and actual amounts reflects interest income
revenue of Kshs.5,624,334 which differs with the interest income of Kshs.8,640,956
reflected in the statement of financial performance by Kshs.3,016,622.

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

2.0 Long Outstanding Bank Reconciliation ltems

The statement of financial position reflects cash and cash equivalents balance of
Kshs.24,439,232. As disclosed in Note 11 to the financial statements, the balance
included Kshs.24,323,658 held in a current account at a local bank. However, the bank
reconciliation statement for the month of June, 2019 provided for audit, reflected receipts
in bank amounting to Kshs.2,769,000 not recorded in the cash book. Further, the bank
reconciliation statement reflected payments in the bank statement amounting to
Kshs.13,920 not yet recorded in cash book. The Management did not provide satisfactory
explanation on why the cashbook was not updated.

Under the circumstances, the accuracy and completeness of the cash and cash
equivalents balance of Kshs.24,439,232 could not be confirmed.

3.0 Doubtful Recoverability of Long Outstanding Loans

The statement of financial position and Note 12 to the financial statements reflect a
balance of Kshs.79,911,131 in respect of long{erm receivables from exchange
transactions. lnformation available indicated that the debts had been outstanding for more
than two (2) years, contrary to Section 11 of the Kwale County Trade Revolving Fund Act,
2014, which provides that borrowed loans are to be settled within twenty-four (24) months.
Therefore, the borrowers were in default.

Further, as previously reported, a debt collection framework contract provided for audit
verification, signed between the Fund and a law firm, provided that the law firm was to
collect 65% of the non-performing loans of Kshs.46,300,000 as at 1 July, 2017 within a
period of twelve (12)months and give monthly collection reports or loans status reports.
However, as at the time of the audit in the month of October 2019, there was no evidence
of any loan amount recovered by the firm or the monthly updates issued on the loans'
progress. ln addition, no provision for bad and doubtful debts was made against the
receivables although recoverability of some debts was doubtful.

Consequently, the accuracy and full recoverability of the long{erm receivables from
exchange transactions balance of Kshs.79,91 1 ,131 could not be confirmed.

Report of the Audilor-Ceneral on Kwale County Trade Revolving Fundfor the year ended 30 June, 2019
2
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kwale County Trade Revolving Fund
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter

These financial statements are transitional statements from cash basis accounting
framework to lnternational Public Sector Accounting Standards (Accruals Basis).
Therefore, the audit is cognizant of lnternational Public Sector Accounting Standard 33
(First time adoption of accrual basis) which grants the entity certain exemptions for fair
presentation of the financial statements and its ability to assert compliance with accrual
basis lnternational Public Sector Accounting Standards for a period of at least three (3)
years before full compliance.

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.

Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflected budgeted and
actual expenditure of Kshs.3,101,000 and Kshs.140,691, respectively resulting into an
under-expenditure of Kshs.2,960,309 or 95%. ln the circumstances, service delivery to
the people in Kwale County may have been negatively affected.

2. Non-Disclosure of Progress on Prior Year Audit Matters

Management action on prior year audit matters has not been disclosed under the
Progress on Follow Up of Auditor Recommendations section of the financial statements
as required by the Public Sector Accounting Standards Board (PSASB). lt could therefore
not be confirmed whether the issues had been resolved as at 30 June, 2019.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(61 of the Constitution, based on the audit procedures
performed, I 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.

Report of the Auditor-General on Kwale County Trade Revolving Fund for the year ended 30 June, 2019
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

1.0 Lack of System for Tracking of Loans

As previously reported, the Fund Management processed, approved and disbursed loans
but individual files for each of the successful applicants were not maintained. This resulted
in approval and disbursement of loans without loan identification numbers, making it
difficult to match repayments to borrowers. Further, the Management had not automated
its systems to automatically accrue interest and penalties on outstanding loans which was
computed manually. The manual system was prone to errors and inefficiencies.

ln addition, records availed for audit review indicated that no loans were disbursed during
the current financial year although a total of Kshs.123,488,000 had been disbursed to
successful applicants as at 30 June, 2018. However, it was noted that the Management
disburses loans directly to successful applicants through issuance of cheques instead of
contracting a financial institution to disburse the same and receive repayments. Such
arrangement will leverage on the existing financial institution's systems to efficiently
disburse, collect repayments and record the same, thereby enhancing efficiency and
minimizing administrative costs relating to processing of cheques and preparation of
reconciliations.

2.0 Lack of Audit Committee

Kwale County Trade Revolving Fund had not established an Audit Committee by the time
of audit, in the month of October 2019, contrary to Regulation 167 (1) of the Public
Finance Management (County Governments) Regulations, 2015 which requires each
county government entity to establish an Audit Committee. The functions of the Audit
Committee as provided under Regulation 168 of Public Finance Management (County

Report of the Auditor-General on Kwale County Trade Revolving Fundfor the year ended 30 June, 2019
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Governments) Regulations, 2015 is to support the Accounting Officers with regard to their
responsibilities on issues of risk, internal control and governance and associated
assurance.

The Fund Management was, therefore, in breach of Law and as a result, the effectiveness
of Fund's internal controls and risk management was not assured.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain its 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 wind up the Fund or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

The Board members are responsible for overseeing the Fund's financial reporting
process, reviewing the effectiveness of how the Fund 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 overall 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,

Report of the Auditor-General on Kwale County Trade Revolving Fundfor the year ended 30 June, 2019
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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 lSSA|s 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.

ln 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, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall 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 lSSAls. 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 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
Fund's policies and procedures may deteriorate.

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

ldentify 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.

a
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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 applicable 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 sustain its services. lf I conclude that a material uncertainty
exists, I 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 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 I consider necessary in the circumstances.

I 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.

I also provide Management with a statement that I 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.

N n at un
AUDITOR.GENERAL

Nairobi

24 August,2021

a

a

a

a

a
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Kwale County Trade Revolving Fund
Reports and Financial Statements
For the year ended June 30, 2019

b. STATEMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2OI9

The accounting policies and explanatory notes to these financial statements formanl
of the financial statements. The entity financial statements were approved on
and signed by:

f I part
2019

Administrator of the Fund
Name: Nyamawih Charo

Fund Accountant
Name: Joseph Omwenga

RESTATED
Asscts

ll 24,439,232 7,617,402Cash and caslr equivalents
t2

23,76t,832 t8,192,786Current portion of long-term receivables from exchange
transactions (lnterest due)
Prepayments

t4Inventories
48,201,064 25,810,188

Non-current assets
l5Property, plant and equipment

Intangible assets t6

88,224,070
t2

79,9t t,t3tLong term receivables from exchange transactions
(Outstanding Loans).

I14,034,258128,112,195Total assets

Current liabilities
t7Trade and other payables from exchange transactions

Provisions l8
Current portion ol borrowings l9
Ernployee benefi t obligations

Non-current liabilities
20Non-current employee benefi t obligation

Long term portion of borrowings l9
Total liabilities

I14,034,258Net asscts 128,112,195
98,793,879 98,793,879Revolving Fund

Reserves
29,3t8,3t6 15,239,224Accumulated surp lus

I14,033,103Total Equitv 128,112,195

13 lt'agc

FY20r8/20r9
(Ksh.)

FY20t7t20t8
(Ksh.)

Note

Current assets

l3

Liabilities

20

I
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Kwale County Trade Revolving Fund
Reports and Financial Statements
For the year ended June 30,2019 q

c STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 3OTII
JUNE 20I9

Balance as at I July 2017 98,793,819 801 .884 99,595,763

Surplus/(deficit) for the period 14,437,340 14,437.340

Funds received during the year

Revaluation gain

Balance as at 30th June 2018 98,793,979 15,239,224 114,033,103

Balance as at I July 2018 99,793,979 15,239,224 114,033,103

Surplus/(deficit) for the period 8,500.26s 8,s00,26s

Funds received during the year

Revaluation gain

Prior year adjustments 5,578,827 s,578,827

Balance as at 30th June 2019 98,,793,979 29,318,1l6 l28,l12,lg5

14 ll'rgu

Revalu
ation

Rescn'e

KShs

Revolving
Fund

Accumulatcd
surplus

Total

KShs KShs



Kwale County Trade Revolving Fund
Reports and Financial Statements
For the year ended June 30, 2019

d. STATEMENT OF CASII FLOWS FOII TIIE YEAIT ENDED 3O'I'H JUNI' 2OI9

Receipts

Public contributions and donations

Transfers from the County Government

Interest received 4 5,624,334 1,982,908

Receipts from other operating activities

5,624,331 I,982,9081'otal llcceipts

Paym ents

2.000,000Fund administration expenses

7 97,200 142,740staff cost

General expenses 8 25,481 565,700

9 I 8,01 0 3,465Bank charges

2,711,905'I'otal Payme nts 140,691

5,483,6{3 (728,997)Net cash flows from operating activities

Cash flows from investing activities

Proceeds from sale ofproperty, plant and equipment

8,314,557 6.167.35sProceeds from loan principal repayments

Loan disbursements paid out

Net cash florvs used in investing activities 8,314,557 6,167,355

Cash flows from financing activitics

Proceeds from revolving fund receipts

Additional borrowings

Repayment of borrowings

Net cash flows used in financing activities

Net increase/(decrease)in cash and cash
equivalents

13,,7gg,2oo 5,438,358

7,617,402 2,179,044Cash and cash equivalents at 1't JULY

Cash and cash equivalents at 30 JUNE 21,115,602 7,617,102

15 l['ager

Notc F\'2018/2019
(KShs)

FY20l7/2018
(KShs)

Cash flows from operating activities

25

Purchase of property, plant, equipment and intangible
assets



Kwale County Trade Revolving Fund
Reports and Financial Statements
For the year ended .Iune 30,2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTSFOR THE PERIOD ENDED 3OthJUNE
2019

c

Reven u e KShs KShs KShs KShs KShs KSh
Public contributions and donations

Transfers from County Gol,t

Interest income 5,500,000 s,500,000 5.624,334 124.334 1020/0
Other income

Total income 5,500,000 5,500,000 5,624,331 121,334 l02o/o

Expen ses

150.000 r 50.000 97.200 52.800 650
General expenses 2,946,000 2,946,000 25.481 2,920,219 t%
Bank charges 5.000 5,000 I8,0r0 (r3,0r0)
Total expenditure 3,101,000 3,101,000 1,10,691 2,986,029 5"h
Surplus for the period

16 | l'a u c

Actual on
comparahle

basis

2018t2019 2018120t9 i zotslz0ls

Original
budget

.\djustments j Final budgct Pcrformance
difference

1r//o
u tilizatio n

20t8t20teI zutstz0tgl 20t8t20te

Fund administration expenses



Kw e Couttll, Trude Rewtlt,ittg Futrd
Rcports and Financial Statcments
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f. SUMMARY OII SIGNIFICANT ACCOUNTING POLICIES
1. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with the International
Public Sector Accounting Standards (IPSAS) No 33 that allows disclosure using accrual basis
within the first three years of adoption. The financial statements are presented in Kenya
shillings, which is the functional and reporling ourrency ofthe Fund. The accounting policies
have besn consistently applied to all the years presented.

The financial 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 prepared on accrual basis.

2. Adoption of new and revised standards

a) Relevant nerv standards and amcndments to published standards effective for the
year cnded 30th Junc 2018

b) Nerv and amended standards and interprctations in issue but not yet effcctive in the
year ended 30 June 2018

tr,lfcctivc datc and im ct

c) Early adoption of standards

The entity did not adopt any new or amended standards in year 2018

Standard

IPSAS 39:
Employce Benefits

Efl'ective date and impact:

Standartl
IPSAS 40: Public
Sector Combinations

Applicable: I"t January 2019
The standard covers public sector combinations arising from exchange
transactions in u'hich case they are treated similarly rvith IFRS 3
(applicable to acquisitions only) Business combinations and
cornbinations arising from non-exchange transactions which are
covered pulely undcr Public Sector combination s as arnalgamations

lTll'agc

Applicable: I't January 2018
'l'he objective to issue IPSAS 39 was to create convergence to changes
in IAS l9 Employee benellts. The IPSASB needed to create
convergence of IPSAS 25 to thc amendments done to IAS 19.1'he main
objective is to ensure acclrrate infonnation relating to pension
liabilities arising from the defined benefit scheme by doing away with
the corridor approach.



Kwalc County jradc Revolvini; Funtt
Rcporls and F-irrancial Statements

)For thc year cndcd Ju nc 30. 2019

Revenues from non-exchange transactions with other government entities are mcasured at fairvalue and recognized on obtaining control of the assei (cash, goods, services and property) ifthe transfer is free from conditions and it is probabte irlut ir,-. economic benefits or servicepotential related to the asset will florv to the eniity and can be measured reliably.

ii) Revenue from cxchange transactions

Inlerest income

Interest incornc is accrued using the_ effective yield method. The effective yield discountsestimated future cash receipts. through the expected life of the financial asset to that asset,snet carrying amount. The method applies this yielcl to the principal outstandilg to determineinterest inconre each period.

4.Iludgct infornration

'fhe original budget allocation for IY 2018/2019 was approved by the Fund Board on 30rr,June 20i8' subsequer,t revisions or additional appropriations rvere made to the approved
budget in accordance rvith specific approvals frorn ihe approp.iat. authoiitl.. 'ilr" additionalappropriations are addcd to.the original budget by the'entity ,pon ,*irilg the respectiveapprovals in order to conclude the final budget.

The.entity's budget is prepared on a different basis to the acttral income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basisusing a classification based on the nature of expenses in the staternent of financialperformance. whereas the-budget is prepared on a cash basis. The amounts in the financialstatements were recasl from the accrual basis to the cash basis and reclassified bypresentation to be on the same basis as the approved budget. a 

"ornpuriron 
of budget andactual arrounts, prepared on a comparable basii to the applved budget, i, ih.n pr"r"r,.o inthe statement of comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the forrnats and classification schemes adopted for ihe presentation ofthe financial statements and the approved budget.

A statement to reconcilc the actual an:rounts on a comparable basis included in the statementof c-omparison of budget and actual alnounts and the actuals as per the statement of financialperforrnance has been presentecl under section I l.l I ofthese financial statements.

g.SUMMARY OF SIGNIFTCANI. ACCOUNTTNG pOLrcilis (CoNTTNUED)
3.Revenue recognition

i)Revenue from non-exchange transactions

Transfcrs from other government cntities

ISll'ar'.'



Kwale County Trode Revolving Funl
Reports and Financial Statements
For thc year ended .Iunc 30 ,2019

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

7. Financial instruments

Irinunt'iul ussels

Initial recognition and meus urement

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

Lott tt s n n d rece iva hl es

Loans and 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 subsequently measured at amortized cost using the effective interest method, less
impairment. Amortised cost is calculated by considering 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.

19 l l'rr r: c

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

5. Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful Iives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recognised in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognised in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction lor nil
or nominal consideration the asset is initially measured at its fair value.

6. Intangible assets



Kwale Coutrty Trode Revolving Fund
Rcports and Financial Statements
For thc year ended .lune 30 ,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

IIeld-to-maturity

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 ofthe effective interest rate. The losses arising from impairment are
recognized in surplus or deficit.

I mpa irme nt of Jinanc iol assets

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or entity of financial assets is impaired. A financial asset of an entity is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more
events that has occurred after the initial recognition ofthe asset (an incurred 'loss event') and
that 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 fol lowing indicators:

i The debtors or a entity ofdebtors are experiencing significant financial difficulty

i Default or delinquency in interest or principal payments

i The probability that debtors will enter bankruptcy or other financial reorganization

i Observable data indicates a measurable decrease in estimated future cash flows (e.g.
changes in arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measuremenl

Financial Iiabilities 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 classification of its financial liabilities at initial recognition.

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

Loans ond borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortised cost using the elfective interest method. Gains and losses are recognized in surplus
or deficit when the liabilities are derecognized as well as through the effective interest
method amortisation process.

Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part ofthe effective interest rate.

20 ll'ir r.



Kwale County Trode Revolvittg Fund
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For the year ended June 30, 2019

lo
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions (for no cost or for a nominal cost), the cost ofthe
inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted
for, as follows:

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

) Finished goods and work in progress: cost of direct materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

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

Net realisable value is the estimated selling price in the ordinary course ofoperations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange,

or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course ofoperations of the Entity.

9. Provisions

Provisions are recognized when the fund 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 potential will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.

Where the fund expects some or all a provision to be reimbursed, for example, under an

insurance contract, the reimbursement is recognized as a separate asset only when the
reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance
net of any reimbursement.

Conti ngent I ia b i I ities

The Entity does not recognize a contingent liability but discloses details ofany contingencies
in the notes to the financial statements, unless the possibility of an outflow of resources
embodying economic benefits or service potential is remote.

2lll'ugc
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contingent ossets

The Entity does not recognise a contingent asset, but discloses details of a possible asset
whose existence is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the E,ntity in the notes to the financial
statements. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an
inflow of economic benefits or service potential will arise and the asset's value can be
tneasured reliably, the asset and the related revenue are recognized in the financial statements
of the period in which the change occurs.

10. Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. Changes in
accounting policies and estimates

The Entity recognizes the effects ofchanges in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively il retrospective application is
irnpractical.

I l. Employec benefits- Retirement benefit plans

Defined contribution plans are post employment benefit plans under which an entity pays
fixed contributions into a separate entity (a fund), and will have no legal or constructive
obligation to pay further contributions if the fund does not hold sufficie-nt assets topay all
employee benefits relating to employee service in the current and prior periods. The
contributions to fund obligations for the payment of retirement benefits are charged against
income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defi ned-contribution
plans. The defined benefrt funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on proportional basis to all participaiing employers. The
contributions and lump sum payments reduce the post-employment benefit obligation.

12. Foreign cu rrency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange raie on
that date. Exchange differences arising from the settlement olcriiitorr, or from the reporting
of creditors at rates different from those at which they were initially recorded during thi
period, are recognized as income or expenses in the period in which they arise.

ol
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

13. Borrowing 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 or 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 performance.

14. Related parties

The Entity regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa.
Members of key management are regarded as related parties and comprise the directors, the
CEO and sen ior managers.

15. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts ofcash and are subject to insignificant risk ofchanges
in value. Bank account balances include amounts held at Equity Bank Kenya Ltd at the end of
the financial year. For the purposes ofthese financial statements, cash and cash equivalents
also include short term cash imprests and advances to authorised public officers and/or
institutions which were not surrendered or accounted for at the end ofthe financial year.

16. Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

17. Events after the reporting period

There were no material adjusting and non- adjusting events after the reporting period.

18. Ultimate and Holding Entity

The entity is a Kwale County Trade Revolving Fund established by Kwale trade revolving
fund Act of 2014 under the department of trade. lts ultimate parent is the County Government
of Kwale.

19. Currency

The financial statements are presented in Kenya Shillings (KShs)

23 ll)irge
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

20. Signilicant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conforrnity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
ofrevenues, expenses, assets and liabilities, and the disclosure ofcontingent 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 oflthe asset
or liability affected in future periods.

State alljudgernents, estimates and assumptions made:

Estimates and assumptions - The key assurnptions concerning the future and other key
sources of estimation uncertainty at the reporting date, that have a significant risk ofcausing a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Entity based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. However, existing
circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control of the fund. Such changes are reflected
in the assumptions when they occur IPSAS I . 140.

Useful lives and residual values

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

) The condition of the asset based on the assessment ofexperts employed by the fund

) The nature of the asset, its susceptibility and adaptability to changes in technology and
processes

) The nature ofthe processes in which the asset is deployed

D Availability of funding to replace the asset

) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note 18.

Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect
is material.

24 ll'au.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

21. Financial risk management

The Fund's 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 business 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 with an established credit history.

The Fund's financial risk management objectives and policies are detailed below:

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty 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.

Management 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 intemal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of 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.

The carrying amount of financial assets recorded in the financial statements representing the
entity's maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:

At 30.Iune 2019

Receivables from exchange transactions 103,672,962

Receivables from non-exchange
transactions

Bank balances 24,439,232

Total 128,,112,195

At 30 June 2018

Receivables from exchange transactions 106,4 r6,856
Receivables from non-exchange
transactions

Bank balances 7,617,402

Total 114,034,,258

2sl

Total
anrou nt

KShs

ilntl rh.;
pcrforrning | r'tr"

KShs I KShs

Inr paircd
KShs
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Kwale Counly Trude Revolving Fund
Reports and Financial Statemcnts
For the year ended June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is

considered adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due from loan beneficiaries

The 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 liquidity risk management rests with the Fund Administrator, who
has built an appropriate liquidity risk management framework for the management of the
entity's short, medium and long-term funding and liquidity management requirements. The
entity manages liquidity risk through continuous monitoring of forecasts and actual cash
flows.

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12

months equal their carrying balances, as the impact of discounting is not significant.

At 30 June 2019

Trade payables

Current portion of borrowings

Provisions

Employee benefi t obligation

Total

At 30 June 2018

Trade payables

Current portion of borrowings

Provisions

Employee benefit obligation

Total

261

Lcss tha n I I

nron th 
I---iash' 
I

Bctu ccn l-
_lrs,l.]r:

KShs

Ovcr 5
mo n ths

KShs

Total

KShs

E



Kwale Counly Trude Revolving Fund
Reports and Financial Slatements
For the year cnded Junc J0 ,2019

SUMMARY OF SIGNIFICANT ACCOUNTING I'OLICIES (CONTINUED)

c) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an on-going 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.

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.

Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. lnvoices
denominated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time ofpayment is done using the prevailing exchange rate.

The carrying amount of the entity's foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

The Fund manages foreign exchange risk form future commercial transactions and recognised
assets and liabilities by projecting for expected sales proceeds and matching the same with
expected payments.

At 30.Iune 20l9

Financial assets (investments, cash,debtors)

t.iabilities

Trade and other payables

Borrowings

Net forei gn currency asseV(l iabi lity)

27 ll'a ge

'folal

KShsKShs KS

Othcr cu rrcncics
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Kwalc County Trode Revolving Fund
Il.eports and Financial Statements
For the ycar endcd June 30 ,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign cu rrency sensitivity analysis

The follorving table demonstrates the effect on the Fund's statement of financial performance
on applying the sensitivity for a reasonable possible change in the exchange rate of the three
main transaction currencies, with all other variables held constant. The reverse would also
occur if the Kenya Shilling appreciated with all other variables held constant.

ii. Intercst 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.

Managentent of inlerest rate risk

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

Sensit ivity anoly.sis

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. The analysis has been performed on the same basis as the
prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of comprehensive income if current floating interest rates increase/decrease by one
percentage point as a decrease/increase of Ksh A rate increase/decrease of 5oZ would result in
a decrease/increase in profit before tax.

2019

Euro l00A

USI) t0%

2017

Euro l0%

USD t0%

28 ll'agc

KShs KShs KShs
t- t

Dffect on

cquity

Iffcct on su rplus/
dcficit

Chnngc in

currency ratc



Kwale Counly Trode Rewlving Fund
Reports and Financial Statements
For the year ended June 30,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 fund

Accumulated surplus
-I-olal 

l'u n rls

Total borrowings

Less: cash and bank balances

Net debt/(excess cash and cash equivalents)

Gea ring

29 | l' rr r: ,.:

FY20r8/2019
-1--

FY20l7/2018

KShs 
I

KShs

E
I

I

tr



Kwole Couttty Trade Revolving Funtl
Reports and Financial Stateme nts
For lhe ycar ended June 30 ,2019

NOTE,S TO THE FINANCIAL STATEMENTS
l. Public contributions and donations

2. Transfers from Countv Governmcnt

3. Fincs, penaltics and other levies

4. I nlc rcst incomc

The interest income above is the amount of interest that has been earned from the loan
beneficiaries during the financial year that ended on 30tr'June 2019. Note that the financial
statements for the year 2017/2018 have been restated to ad.just for interest Income earned
rvhich was previously recognised on cash basis instead of accrual basis of accounting as
required under the international Public Sector accounting Standard (lpsAS).

Donation frorn development partners

Contributions frorn the public

Total

Transfers from County Govt. - operations

Paymcnts by County on behalf of the entity

Total

Late payment penalties

Fines

Total

Interest income from loans(mortgage
or car loans 8,640,956 t7,t49,245

Total inlcrcsl inconrc 8,640,956 17,149,245

30 ll';r r.'

f)cscription FY20l8/2019 I FY20t7t20t8

KShs KShs
T-

--+

Description
___}_

KShs KShs

FY20l8/2019 | FY20l7t20l8

Description FY2018/2019 FY20t7t20t8

KShs KShs

ry10'?tgt!
KShs

Dcscription FY20r8/2019
I

KShs



Kwole Counly Trade Revolving Fund
Reports and Financial Statements
For the year ended June 30, 2019

5. Other income

6. Fund administration expenses

7. Staffcosts

Insurance recoveries

Miscellaneous income

Total other incomc

Staff costs (Note 7)

Loan processing costs

Professional services costs 2,000,000

Total 2,000,000

Salaries and wages

Staff gratuity

Staff training expenses

Social security contribution

Board allowances 97,200 142,740

Total 97,201) 142,740

31 ll'agc

Ddscription rY20l8/2019

':; KShs

FY2.017t2018

KShs

Income from sale of tender documents

Descriiltion F'\',20r 8/2019
-.:--
": . KShs

EY20r7/2018

KShs

Descriptiori FY20l8/20rSil FY20t7t20t8
.-...--..-i.:r--

,' '-"". KShsKShS



Kwule Counly Trade Revolving Fund
Reports and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8. General expenses

Consumables

Electricity and water expenses

Fuel and oil costs

Insurance costs

Postage

Printing and stationery t3.920 I t3,793
Rental costs

Security costs

Te lecom m unicat ion

440.346

Other expenses I t,560 I I ,561
Total 25,481 565,700

32 ll'a uc

Descriplior FY20l8/20I9

KShs

FY20t7/2018

KShs

Hospitality

Depreciation and amortization costs



Kwale County Trade Revolvittg Fund
Reports and Financial Statements
For thc year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

9. Finance costs

10. Gain on disposal ofassets

ll, Cash and cash equivalents

Total cash and cash equivalent figure has been restuted as ksh 7,617,402 instead of the
previous figure of ksh 6,316,743.This changes ore as o result of loon recoveries lhal were
paid directly to the bank. These receipts have since been recorded in the cash book thereby
reflecting a higher cash book balance as shown above.

Interest on Bank overdrafts

I 8,010 3,465Bank charges

Interest on loans from banks

Tolal 18,010 3,465

Property, plant and equipment

Intangible assets

Tolal

Fixed deposits account

On - ca ll deposits

Current account 24,323,568 6,233,674

Others 109.984 I,383,728

Cash in hand 5,5 90

Total cash and cash equivalents 21,439,232 7 ,,617,402

33 ll)itgc

Description FY20l8/2019 FY20t1l20t8
T KShs KShs

F'Y2017i2018Dcscriptinn FY20r8/2019 |

KShs I KShs

Description FY20l8/2019 
i

FY20t7t20t8

KShs t- KShs



Kwale County Trade Revolvit g Fund
Rcports and Financial Statements
For the year cnded June 30 ,2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED
Detailcd anal sis of the cash and cash uivalents are as follows

12. Receivables lrom exchangc transactions

)

a) Fixcd dc osits accou n t
Kenya Commercial bank

Equity Bank

Sub- tolal

b) On - call dc osits
Kenya Comrnercial bank

Equity Bank

Su b- total

c) Current account
Kenya Comrnercial bank

Equity Bank 1580263360237 24,323.658 6,233.674
Sub- lotal

d) Others(specify)
Cash in transit

Cash in hand 5,590
M Pesa 902736 r09.984 |,383,728

Sub- tolal
Grand total 24,139,232 7,617,402

Current Rcceivablcs
Interest receivable 3,016,622 15.t66,337
Current loan repayments due

Other exchange debtors (lnterest duc b/l) 20,745.210 3,026.449
I-ess: impairrnent allowance
Total Currcnt reccivables 23,161,832 I8.'192,786
Non-Cu rrcnt rcceit,ables
Long term loan repayments due
'fotal Non-currcnt receivables 79,91t,130 88.224.070
Total receivablcs from exchange
transactions 79,91I.'130 88,221,070

103,672,962 106,,116,856

34 ll'u r: c

FY20t7/2018
Financial institution KShs

+
FY20l8/2019

.,\ccou nl n u nl bc KShs I

-I'l

Description FY20l8/2019 w2017t2018
KShs

+
KShs



Kwale County Trade Revolving Futrtl
Re ports and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13. Prepayments

I{. I nvcntorics

Prepaid rent

Prepaid electricity costs

Tolal

Consumable stores

Spare parts and meters

Catering

Total inventories at the lower of cost and net realizable
value

35 ll'rrgc

Description FY20t8/2019 F"Y20l71201{t

KShs KShs

Prepaid insurance

Dcscription

KShs I(Shs

F\',2018/2019 i FY20l7/2018



Kwale County Trade Revolving Fund
Reports and Financial Statements
For the 1-ear ended June 30 .2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15. Property, plant and equipment

2016AtI Ju
Additions
Dis sa ls

Transfers/ad ustments
At 30 Junc 2017
At l'tJu 2017
Additions
Dis ls

Transfer/ad ustments
At 30 June 2018

rmentDe reciation and im
At l''Jul 2016

ciation
Im alrment
At 30 ,Iunc 2017

2017At l' .Iul
iationD

Dis sals

lm rrment
Transfer/ad ustment
At 30 .Iune 2018

At 30 June 2017
Ar 30 June 2018

36 1r,,,,,'

Cost KShsKSh
Buildin

sl

Land and j }Iotor vchiclcs Furniturc and fittings 
I Total

KShs

office u ment
KShs

Computers and

KShs

Net book values
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Kwale Counllt Trude Revolving Fund
Reporls and Financial Statements
For the year endcd June 30 ,2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

I 6. Intangible assets-software

17. Trade and other payables from exchange transactions

Cost

At bcginning of the year
Additions

At cnd of the year

Amortization and impairment
At beginning of the year

Arnortization

At end of the year
Impairment loss

At end of the year
NI}V

Trade payables

Refundable deposits

Accrued expenses

Other payables

Total trade and other payables

Balance at the beginning of the year

Additional Provisions

Provision utilised

Change due to discount and time value for money

Translers fiom non -current provisions

Total ;rrovisions

37 ll'r,r c

I ll. I)rovisions

Description FY20l8/2019 I Fy20t7t20t8
KShs I KShs

Ii\'2018/2019 I FY2rStT/2rSl8

ffi
Dcscription

I

Leave
rovision

Dcscription

T
llon us Other I Total

, provision I provision 
I,-i_-,--KShs KShs KShs l KShs

I
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Kwule County Trude Revolving Fund
Reports and Financial Statements
For lhc l,ear cnded .Iune 30. 2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

19. Borrowings

The table below shows the classification of borrowings into external and domestic borrowings

The table below shows the classification of borrowings long-term and current borrowings

Ilalancc at bcginnin g of thc period
lrxtcrnal borrowings during the year

Domestic borrowings during the year

Repayrnents of external borrowings during the period

Repayments of domestics borrowings during the period

Ilalancc al cnd of the eriod

Ilxtcrnal lJorrowin gs

Dollar denorninated

Sterling Pound denom inated

Euro dcnominated loan

l)omcslic Ilorrowin

Tolal balance at end of the year

Short term borrowings (current portion)

Long term borrowings

'l'olal

38 ll':rL,c

Description FY20t 8/2019

KShs

FY20l7/20r8

KShs

FY20t 8/2019

KShs

Fv2017 t2018

KShs

I)escription FY20l8/20r9 FY20t7/2018

1 KShs I KShs
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Kwale Counly Trade Revolving Fund
Reports and Financial Statements
For the year endcd June 30,20I9

It NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

20. Employee benefit obligations

21. Cash gcncr:rtcd from operations

22. Related pa rt5r balances

a) Nature of related party relationships

Entities and other parties related to the Fund include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related
parties include management personnel, their associates and close family members. The
fund/scheme is related to the following entities:

The County Government;
The Parent County Government Ministry;
Key management;
Board of Trustees; etc

a)
b)
c)
d)

KShs KShs KShs KShs
Current benefit obligation
Non-current benefi t obl igation
1'otal employcc bencfits obligation

8,500,265 t4,437,340

Adjustcd for:

Depreciation

Cains/ losses on disposal ofassets

Interest income

Finance cost

Working Capital adjustments 8,500,265 1,1,437,3,10

Increase in receivables (2,743,894) (e,650,66 r)

lncrease in payables

Nct cash flow from operating activities 5,756,371 4,786,619

39 ll)rru,-'

Description Dcfine tl i

bcncfit I

plun 
I

l'ost I Othcr
crn lllol nrcnt I l'rovisi,rns

nretlical ]

be n cl'i ls l

Total

Fv20t7t20t8

KShsK

FY20l8/2019
I

Surplus for the year before tax

Increase in inventory



Kwale County Trade Revolving Fund
Rcports and Financial Statements "lF'or thc 1'car cndcrl .lune J0 ,2019

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

b) Related party transactions

c) Key management remuneration

d) Duc from relatcd partics

e) Duc to related parties

23. Contingcnt asscts and contingent liabilitics

Transfers from related parties'

Transfers to related parties 950.000

Board of Trustees

Key Management Compensation

Total

Due from parent Ministry

Due from County Covernment

Tolal

Due to parent Ministry

Due to County Government

Due to Key management personnel
'l'otal

No court case against the Fund

Bank guarantees

'I'ota I

40|l';r,,..

I FY20l8i20l9 | I FY20I7/2018

KShsKShs

FY418/2i_!:
KShs

FY2017/20t8

KShs

Fy20t7t20t8
KShs I KShs

FY20r8/2019 I I

FY20r 8/2019 FY20l7/2018

KShs KShs
l

FY20 r 8i201 9

KShs

Contingent liabilities Fv2017t20t8

KShs



Kwale County Trude Ravolving Fund
Reports and Financial Statements
For t ear ended June 30 ,2019
12. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor. We have
nominated focal persons to resolve the various issues as shown below with the associated time frame within which we expect the issues to be
resolved.

Guidance Notes:

a) Use the same reference numbers as contained in the external audit report;

b) Obtain the "lssue/Observation" and "management comments", required above, from final external audit report that is signed by
Management;

c) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity responsible for implementation
of each issue;

d) Indicate the status of "Resolved" or "Not Resolved" by the date of submitting this report to County Treasury

4l I l'l r e

Ilcfercncc No. on
thc cxtcrnal audit
Report

\Ianagcmcnt conlntcnts Focal l)oint pcrson to
rcsollc thc issue
(Nuntc utttl
desiutrution)

Status:

(Resolved /
Nol Re:tolved)

Timeframe:
(Pal a dole when y-ou
ucpecl lhe issue to be
resoh'ed)

lssue / Obsenations
fronr Auditor


