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1. Acronyms, Abbreviations, and Definition of Key Terms

A: Acronyms and Abbreviations

CBK Central Bank of Kenya

CECM County Trade Development Loan Fund Committee Member
CEO Chief Executive Officer

CcO Chief Officer

DG Director General

ICPAK Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
MD Managing Director

NT National Treasury

OAG Office of the Auditor General

OCOB Office of the Controller of Budget

OSHA Occupational Safety and Health Act of 2007

PFM Public Finance Management

PPE Property Plant & Equipment

PSASB Public Sector Accounting Standards Board
SAGAs Semi-Autonomous Government Agencies

SC State Corporations

WB World Bank

B: Definition of Key Terms

Fiduciary Management- Members of Management that are directly entrusted with the
responsibility of financial resources of the organisation.

Comparative Year- Means the prior period.
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2. Key Bungoma Trade Loan Information and Management

(a) Background information

The Rungoma Caunnty Trade Develonment Toan Fund was incornarated/ estahliched ninder the
Bungoma County Trade Development Fund Regulations on 25" September 2023. The Bungoma
County Trade Development Loan Fund is domiciled in Kenya and administered in all the 45 Wards in

the County

(b) Principal Activities
The mandate of the Runooma County Trade Develonment Toan Fund is to
(a) facilitate access to affordable credit to resident micro, small and medium scale
entrepreneurs;
(b) capacity build resident micro, small and medium scale entrepreneurs;

(I‘\ ‘mnrr\\ln Il‘lﬂl"’\(\l\f‘ ‘\ﬂf‘
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(d) Increase revenue collection.

Guiding Principles of operating the Fund
1. Public participation and tinancial inclusiveness;
ii.  Protection of the interests of the marginalized, persons with disability, women and
youth;
iii.  Local ownership and sustainability; and
iv.  Promotion of value addition.

(c¢) Key Management
The Bungoma County Trade Development Loan Fund’s day-to-day management is under the

following key organs:

Fund Committee

Fund Administrator
Ward Management Committee

orrotamat
Cliltlaiaan
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(d) Fiduciary Management
The key management personnel who held office during the financial year ended 30
and who had direct fiduciary responsibility were:

.| Fund Administrator Sitati Stephen

" June 2024

1
2. | Chief Officer Trade Reuben Wambwa
3. | Chief Officer Finance Robert Simiyu

4. | Chair Person Jane Mukholi

5. | County Legal Officer Cynthia Nanyokia

iii
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(e) Fiduciary Oversight Arrangement
The key fiduciary oversight bodies at the Trade Fund for the year ended 30" June 2025 were:

i. County Assembly of Bungoma
The responsibilities of the County Assembly of Bungoma were as follows:

- To perform the roles set out under Article 185 of the Constitution;
Key Bungoma County Trade Development Loan Fund Information and Management
(continued)

- To approve the budget and expenditure of the county government in accordance with Article
207 of the Constitution, and the legislation contemplated in Article 220(2) of the
Constitution, guided by Articles 201 and 203 of the Constitution;

- To approve the borrowing by the county government in accordance with Article 212 of the
Constitution;

- To approve county development planning; and

- To perform any other role as may be set out under the Constitution or legislation
ii. Audit Committee
The functions and responsibilities of the audit committee were as follows:

- To obtain assurance from management that all financial and non-financial internal control
and risk management functions are operating effectively and reliably.

- To provide an independent review of the County Trade Development Loan Fund is reporting
functions to ensure the integrity of financial reports.

- To monitor the effectiveness of the County Trade Development Loan Fund’s performance
management and performance information.

- To provide strong and effective oversight of County Trade Development Loan Fund’s internal
audit function.

- To provide effective liaison and facilitate communication between management and external
audit.

- To provide oversight of the implementation of accepted audit recommendations.

- To ensure that the County Trade Development Loan Fund effectively monitors compliance
with legislative and regulatory requirements and promotes a culture committed to lawful and
ethical behaviour.

In FY 2023/24, the audit committee ensured implementation of audit recommendation in county
MDAEs. It effectively provided oversight of the internal audit function.

iii. Public Accounts Committee
The main function of the Public Accounts Committee is to invite the County Trade Development
Loan Fund’s Accounting Officer to appear before it to adduce evidence on the reports of the Auditor-
General. In FY 2024/25, the committee deliberated on the quarterly financial reports from the County
Trade fund.

iv. Budget and Appropriations Committee
Budget and Appropriations Committee approves expenditure budget of the County Trade
Development Loan Fund for the execution of governance. During FY 2024/25, the committee
deliberated on the 1st supplementary and 2nd supplementary budget and provided recommendations
to the County Assembly for approval.

v
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(f) Bungoma County Trade Development Loan Fund Headquarters
P.O. Box 437-50200
Couiity Iead Quarter
Moi Avenue Street
Bungoma, KENYA
(g) Bungoma County Trade Development Loan Fund Contacts
Telephone: (254) 055-30343
E-mail: info@bungoma.go.ke
Website: www.bungoma.go.ke ‘
(h)  Bungoma County Trade Develonment Loan Fund Bankers
1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Squarc 66200
NAIROBI, KENYA
2 Equity Bank
P.O. Box 2450 - 50200
Bungoma, K

(i) Independent Auditor
Anditor-General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO og100

Nairobi, Kenya

(j) Principal Legal Adviser
i) The Attorney General
State Law Office and Department of Justice
Harambee Avenue
PO Box aon»
City Square 00200
Nairobi, Kenya

1) Conntv Attornev
1) Lounty Atterne bi

P.O. Box 437
BUNGUUMA
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3.

The/Fund Committees

Reuben Wambwa
Committee Member

Born on 18" April 1980

Currently serving as the Chief Officer Dept. of
Trade/energy/industry with 15 years’ experience
in public service and private sector.

Has MSC in Business administration with a BSC
Bachelors of applied business computing both
from Sunderland United Kingdom

Mr. Robert Juma Simiyu

Committee Member

Born on 4™ April 1970

He holds a Master’s Degree in planning.

He is the Current Chief Officer Finance and
Economic planning. He previously served as
chief officer for Agriculture, Health, Lands.
Were he served as Districts Land Officer in
Uasin Gishu

Cynthia Nanyokia

Committee Member

Born on the 21* September 1991
Representative to the County Attorney and
Legal advisor to the county government with
more than 6 years in the legal Profession.
PGDL/KSL

Vi
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Sitati Stephen

Born 7™ January 1986

BCOM (Finance option) CPA and Diploma in
Credit Management /Cooperative Management
e has a vast experience in Finance, Credit
Management and Accounting having worked
for more than 15 years’ in Sacco movement and
microfinance and pun.

Vice Chair person

14" March 1990

Representative Kenya Chamber of Commerce &
Industry with

Degree in Business Management and 10 years

and Construction

Born on 12" December 1964
Representaiive Maendeleo ya Wanawake
Organisation.

Diploma in community development

Born on 3" February 1971

Representative Bungoma Contractors &
Suppliers CBO with Diploma in Business
Management

vii
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Richard Wekesa
Committee member

Born u™ July 1995

Representative National Youth Council with a
Bachelors of Science in Economics and
Statistics.

She has experience as a data analyst having
worked at One Acre Fund and opportunity
international as a data analyst

Currently an Entrepreneur

Laura Sifuna -

Committee Member

F v Born on 10" July 1993

Representative Disability Empowerment
Network .

Diploma in Business Education

She has experience in finance and Banking
having worked at Eco Bank .

Mary Grace Werunga
Committee Member

viii
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4. Key Management Team

Accounting and Autharising Officer for the

County Trade Development Loan Fund and
mandatory signatory to the County Trade loan
Fund

Reuben Wambwa -MSC n Business
administration, BSC Bachelors of applied business
computing both from Sunderiand United Kingdom

Signatory to the county trade loan fund and
thus approves any payments made out of the
fund account for the administration of the fund

Mr. Robert Juma Simiyu

He holds a Master’s Degree in planning
i R N T

Representative to the County Attorney and
Legal advisor to the county government

Cynthia Nanyokia- [ awyer By Profession .worked
in county government with more than 10 years in
the legal Profession

Administer the day to day functions of the
fund by ensuring the funds in the fund are
used in an appropriate way

Sitati Stephen- BCOM (Finance) & Experience in
Sacco movement and microfinance.

X
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5. Chairman’s Statement

The County trade development loan fund was established by Bungoma County Government upon
realization that a majority of the County entrepreneurs could not access affordable credit facility
from our local and foreign mainstream banks due to high interest rates, lack of knowledge on loan
processes, lack of collateral issues and the bureaucracies involved

The fund was thus established for 2 main objectives namely;

(@) capacity building of the loan beneficiaries
(b)offering affordable credit to the traders without the stringent bank requirements

Administration of the fund

The fund is administered at 3 key units thus the County Trade Loan Committee, Ward Committees,
and Secretariat. This has structure however at times poses challenge in administering the fund in an
effective and efficient way in the loan management. This is due to the fact that although the fund is
domiciled in trade it is being administered by the ward administrators who are from the department
of public administration and not directly under the department of trade and neither are they
required to report directly to the department of trade.

The key mandate of administering the fund is vested on the Fund Administrator who manages the
day to day activity of the fund and reports quarterly to the county committee. The main task of the
administrator is to ensure the fund is managed in prudent way and that the main objective of
establishing the fund is achieved. He is also tasked to ensure he submits timely reports as required
from time to time.

At the ward level the ward administrators are the secretaries to the ward committees tasked with the
administration of the fund. Their main function is issuance of loan forms. vetting of the loan
beneficiaries as well as safeguarding the loan documents and keeping up to date records of the loan
beneficiaries.

Training & Capacity Building

Capacity building is one of the key objective of the fund. This is due to the large number of traders
who have opened business and do not have any prior knowledge in business it is to this effect that we
have engaged with various partners such as the Kenya Institute of Business Training (KIBT, and
Equity Bank to develop a model curriculum to offer elaborate trainings to the traders in the county.
We have so far trained more than 8000 beneficiaries from the entire county and intend to capacity
build at least 100 traders in every ward making 4500 traders in the current financial year.

Loan Default

Loan default is one of the key challenge of the fund specifically for loans issued in 2014.This was
contributed by the poor loan vetting processes and appraisal of loan beneficiaries, lack of proper
training for both the vetting committee and the loan beneficiaries. Poor record keeping especially at
the ward level making the identification of the loan defaulters very hard, constant political
interference thus leading to influence the committee to issue loans to non-deserving beneficiaries
and also hampering the efforts for us to enforce the recovery of the loans

We are however working hard to recover these loans through strategic loan recovery models such as
constant follow up of defaulter’s, sensitization of the public on importance of loan repayment and
engaging the guarantors to recover the payments. Political involvement also played a key role both in
the identification of the loan beneficiaries and follow up of defaulters since some of the beneficiaries
are shielded by politicians making the enforcement of loan recovery very hard. We however hope
that with Gazettement of the regulations to establish a legal framework to enable partnership with
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other financial organisations will not only instil professionalism given the experience they have in
management of similar funds but will also diffuse politics in the administration of the fund.

Human Resource

The fund has a verv lean team of staff at the countv level with onlv the fund administrator and 2
clerical officers, this make the administration of fund to be a challenge given the magnitude of work
involved 1n processing all the loans 1n the loan management system, disburse loans and also doing
the follow up of the defaulters.

At the ward level the committee has placed its key mandate on the Ward Administrators and credit
officers however these said officers are from the department of Public administration and Finance
respectively witih other core responsipiiities. 10is nas rendered the management of the fund at the
ward level ta he ineffective cince the afficore are nat nnly invalved in adminictratiaon are alen are not

directly accountable to the fund administrator or the County Trade loan committee.

Regulations

The fund onerates under the revised County Trade Develonment Regulation gazetted on the 25
September 2024 which we do hope will help up address most the challenges experienced in the initial
loan disbursement which led to poor pertormance in terms of loan repayment leading to lack ot
sustainability of the fund since it is a revolving fund.

JANE MUKHOLI
CHAIRPERSON COUNTY TRADE DEVELOPMENT LOAN FUND

th
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6. Report of the Fund Administrator.

The County Trade Development Fund was established as a revolving fund, upon realization that a
majority of the County entrepreneurs could not access affordable credit facility from our local and
foreign mainstream banks due to high interest rates, cumbersome loan procedures and
documentation, lack of collateral to use as security for the loans and lack of information on how to
access the loans

The fund was therefore established with the following key objectives

e capacity building the MSMEs through offering relevant trainings financial literacy,
Entrepreneurship and loan management.

e Provides affordable credit facilities to traders through offering loans to them. This was in
order to help the MSMEs which were not able to access the loans from Banks Sacco and
Microfinance in the villages to access these funds by establishing a revolving fund at each of
the 45 wards to enable them access both the knowledge and funds

These objectives were to help in uplifting the living standards of the residents of bungoma create
additional employment opportunities, Spur economic growth in the county as well as and reduction
of the over dependency/poverty levels

PERFORMANCE OF THE COUNTY AGAINST THE OBJECTIVE

On performance of the county trade development fund against the objective for which they were
formed

The Fund has largely has majorly fulfilled the objectives to which they were formed these is reference
to the survey carried out by a research team of the County Assembly of Bungoma on behalf of the
County Assembly Committee of Trade on the status of the County Trade Loan Fund. As part of their
oversight role which had the following findings;

a) An average of 65% percent of the traders interviewed acknowledged that they were trained
pointing out on the achievement of the fund objective of Capacity Building Traders on
Financial Literacy, Loan Management, Record Keeping and Marketing.

b) An average of 65% of the traders indicated that they have repaid their loans

¢) 54 % acknowledged that the trade loan improved their livelihoods

Our own independent review on the performance of the fund is as follows
Training & Capacity Building

Capacity building is one of the key objective of the fund. during the inception of the fund we were
only training people on loan management before being issued with the loan but we realized this was
not an effective way of capacity building traders. It was with this realisation that we established the
need to do more elaborate trainings on loan management to both the committee members vetting
loans as well as the loan beneficiaries. This would enable them to be equipped with knowledge on
loan management & Record keeping, entrepreneurship, credit management, marketing, costing and
general financial literacy to ensure they are more informed.

We therefore identified partners to collaborate to do continuous and elaborate training for traders in
the various wards irrespective of whether they applied for a loan or not. We therefore engaged the

xii
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Revolving’s

|
We have so far recovered and revolved 89,094,316 in 21 revolving’s to 3,486 beneficiaries .44 wards
have revolved except for chepyuk ward.32 wards have so far revolved more than once with the
leading »Trds having revolved 5 times. Namely Elgon South Bukusu, Khalaba, Chwele.

VOLVING NO OF WARDS |NO OF BENEFICIARIES |AMOUNT REVOLVED
FIRST 17 519 11,167,456.00)
SECOND 10 237 5.425.,000.00)
THIRD 12 433 10,274,700.00)
FOURTH 16 492 11,077,000.00)
FIFTH 11 279 5,655,000.00
SIXTH 15 338 8.143,160.00)
SEVENTH 2 313 8,555,000.00)
EIGHTH 7 45 2.145,000.00)
NINETH 10] 97 4,620,000.00)
TENTH 8 36 1,575,000.00)
ELEVENTH 5 41 1.540,000.00)
TWELFTH 12 163 4,755,000.00
THIRTEENTH 5 59 2.175.000.00)
FORTEENTH 7 95 2.240,000.00)
FIFTHEENTH 11 53 1,640,000.00)
SIXTEENTH 5 5 240,000.00
SEVENTEENTH 8 109 2,297,000.00)
EIGHTEENTH 5 41 1,390,000.00)
NINETEENTH 12 30 1,000,000.00)
TWENTIETH 5 32 830.000.00
TWENTY FIRST 14 69 2.350,000.00)

3486 89,094.316.00

From thefe findings although there is great room for improvement our view is that these being the
inaugural| fund the objective of the fund will be met with strategic decision to be made from the
recommendation made by the various stakeholders including Internal auditors, the controller of
budget, external auditors from the Office of the Auditor General, and the report from the County
Assembly Committees on Public Accounts Investment and Trade Energy Industrialization
Committees

BANK ACCOUNTS

The fund‘j main bank account is the Central Bank Special Purpose Account and the Collection
Account with different signatories. This was in order to offer internal controls on the expenditures of
the fund activities.

The Special Purpose Account is our main account which receives all the exchequers releases and

makes payments for all the fund activities for operation whereas the collection account contains all
loan repayments and funds transferred from the Special Purpose Account for loan disbursement

X1iv
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EXPENDITURE OF THE FUND

All the expenses of the fund are only incurred upon approvat of the activity by both Chief officers {or
Trade and Finance and Concurrence from the Chairperson of the fund Committee as per the
approved budget presented to the Committee since the 2 are the signatories to the collection

The fund administrator as is mandated by the PFM Act to be the Accounting Officer to incur
expenses for administration of funds as approved and transferred to the administration account from
sha aallactlian sasnsims Loc sl POLIACE MO anie Maanrm an s TVeada hatesnr sha alnastavtias £a sha Oaasiasl
L e A e e S S A AT RN U] AAAN SOARLE NZIMAL ) L AL G LaiGan. U\llls wia QIBAAHK\JAILO (S A Uyk\lu‘
Purpose Acc. Therefore, all the transactions by the Fund administrator are properly authorized
before any withdrawal of funds from the operation account

Expenditure/Administrative Cost

The PFM Regulations stipulates that the fund administrator should only use 3% of the budgeted
amount for the administration of the fund. This has however proven to be difficuit considering we
have not received any exchequer releases since 2018 due to non gazettement of the trade loan
regulations. This was even worsened by the stoppage of the loan disbursement with the view of the
amalgamation of county empowerment funds and the covid pandemic which led to steady rise in
ivdn detauli. Tius tiereiote defl e fund witliout dily 1€50UlCe LU dadiiiisiel tie fund siuce dity
activity carried would therefore be funded from the loan portfolio thus leading to risk of eroding the
loan portfolio and constant audit queries.

The payments made trom the tund accounts have purely been used for Vetting and appraisal of the
loan beneficiaries. sensitizing them on proper loan management. holding auarterlv committee
meetings, follow up of the loan defaulters and the general administration of the fund. Below is the
breakdown of the expenditure tor the current tinancial year. Below 1s the breakdown ot the expenses
for the year

Telephone & Communication 20,000
conferences 175,500
Travel, Subsistence & Other Allowances* 2,092,495
Bank Charges 2,645
Sitting Allowances 211,000
Total 2,501,640

XV
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CHALLENGES OF THE FUNDS

The fund has had several challenges during the implementation of the programs which have not only
made the administration difficult but also led to frequent audit queries

Policy gap-The delayed gazettement of the county trade loan fund regulation did not only
lead to ineffective administration of the fund but also loan recovery since we did not have the
legal basis for enforcement of loan recovery leading to high default rate. This has however
been addressed by the reviewed and gazettement of the County Trade Development Loan
['und Regulation

Knowledge gap- The high loan default was majorly occasioned by the lack of knowledge of
both the ward committee who implemented the loan appraisal and approval of the loan
officer but also the traders who never applied loans for the intended purpose or who thought
the loans were grants

Resource gaps - The fund has had challenges due to lack financial support for administration
of the fund for some of the key activities of the fund such as capacity building and
sensitization of the public on financial literacy, loan management, record keeping and need
for loan for loan repayment, maintenances for motor vehicle for field activities, payment for
the annual software assurance and field allowances for administration of the fund both at the
county and ward levels

Political involvement -The administration of the fund has had challenges due to political
engagement in the loan management through influencing loan allocation to some
beneficiaries who do not qualify for loans and at times

OUR RECOMMENDATIONS FOR IMPROVEMENT TO IMPROVE EFICIENCY

Establishment of strategic plan to guide in accomplishment of the trade fund objective as
guided by the PFM ACT and Regulation

Establishment of a committee to do due diligence of the fund to establish the true loan
portfolio to help us know how much of the current loan is recoverable. The segregating the
data of all the loan beneficiaries including those still Active in business, Deceased cases,
Relocated businesses and the ones closed or that are doubtful for recovery

Capacity building of the various stakeholders through Improved training of beneficiaries,
board members, fund staff and ward committees other stakeholders for proper
administration of the funds

Review the credit policy on loan application vetting & appraisal and loan recovery
Appropriation of additional funds to carter for the growing need for affordable credit facilities
Improve the organisation structure of the fund to enhance loan management

Cultivate a culture of good credit management and nurture a savings culture
Need for mobilization of funds through Partnerships with other established financial
institution for the administration of the fund to diffuse the political involvement

=

Sitati Stephen.
Fund Administrator- County Trade Loan.
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7. Statement of Performance against Predetermined Objectives for FY 2024/2025

Introduction.

Section 164 (2) (f) of the Public Finance Management Act. 2012 reauires that. at the end of each
financial year, the Fund Administrator when preparing financial statements of each County
Government Bungoma Irade Loan Government entities in accordance with the standards and
formats prescribed by the Public Sector Accounting Standards Board includes a statement of the

overnment Bun
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1 he Key development objectives of bungoma Lounty Government lrade Development Loan rund
a) Provide Accecc to the affordable credit facilitiec The fund hac a loan nartfolio of Kch
138,890,287 disbursed to more than 5,000 beneficiaries, and revolved Ksh 89,094,316 to
more than 4000 beneficiaries. During the year we did budget for Ksh 30,000,000 that was
to be disbursed as loans to traders. We however received 10,000,000 and disbursed a total

b)

of Ksh 22.022.500 to 1104 heneficiaries and also linked other heneficiaries to Financial
institutions and government agencies institutions who offer subsidized credit facilities

Capacity Building - is one of the key objective of the fund. We have thus partnered

ong:gnr‘ the gervices of the Trainers from the I(on)r: Ingtitute of Rusiness Tr
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Equity Bank and the other stakeholders in offering elaborate trainings to the traders in

the county. We have so far trained more than 1000 benericiaries from the entire county
and intend to do mare traininge in the next financial vear ta capacity build bath the

traders and loan beneficiaries.
During the year we did not have physical trainings due to lack of budgetary allocation and
poor loan repayments. we however did virtual trainings in collaboration with the other
stakeholders like equity bank and chamber ot commerce to offer contmuous training
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Below we provide the progress on attaining the stated objectives:

l doing businesses

Capacity To offer financial | Increased number of | No of In FY 24/25 we did
Building literacy and entrepreneurs entrepreneurs partner with
othei ielevaiit accessiiig undeitaxing the | chambeis of
training for knowledge and trainings and commerce as well as
MSME:s on skills on financial seminars commercial banks to
entrepreneurship | literacy in the increase no of
& Loan County entrepreneurs
| Management attending trainings
and seminars.
rrogram 2 To of Uifer increased no or iNo or in the rY 24/25 we |
Inan Access tn hucinecces entrenreneurs dichurced tatal of !
Disbursement affordable credit | Improved living accessing 23,923,500 tO 1,194
facilities to standards of the affordable credit | beneficiaries as well
traders within traders as well services as linked the other
the countv Growth of MSMEs traders to other

l financial institutions
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8. Corporate Governance Statement

The County Trade Development loan fund Regulation 2023 stipulates the establishment of the
various committees to administer the fund, the composition, the qualifications for the committee
members, their functions and how they will conduct the meetings under the First Schedule.

The regulations stipulate that:

(1) there is established a County Committee to be known as the Bungoma County Trade
Development Loans Fund Committee, which shall consist of: -

(@) The County Chief Officer in the County department for the time being responsible for
matters relating to trade who shall be the Chairperson;

(b) The County Chief Officer in the County department for the time being responsible for finance
or a representative appointed in writing;

(c) The County Attorney or a representative appointed in writing;

(d) 5 persons, not being public officers, who shall be appointed by the County Trade
Development Loan Fund Committee Member through a competitive and transparent recruitment

process;
(e) The Fund Administrator who shall be the secretary to the committee.
(2) The persons under sub- regulation (1) (d) shall hold office for a term of three years renewable

for one further term.

(3) A person shall be qualified for appointment under sub- regulation (1) (d) if that person: -

(@) holds at least a diploma from a recognized educational institution or college in Kenya;

(b) Has at least five years senior management experience in—

(i) Finance and banking;

(ii)accounting and auditing;

(iii)economics;

(iv)entrepreneurship; or

(v)any other relevant field; and

(c) meets the requirements of leadership and integrity as provided for in Chapter 6 of the
Constitution and any other relevant national legislation.

(4) In making the appointments under sub - regulation 1 (d) consideration has to be made to the two
thirds gender rule, persons living with disability, women, youth and the provisions of Article 27 of
the Constitution of Kenya.

Terms and conditions of service of the County Committee

5. The members of the County Committee shall be paid such allowances as determined by the
Salaries and Remuneration Commission guidelines.

Vacation of office of member of County Committee

6. (1) The office of a member of the County Committee appointed under Regulation 10 (1) (d)
shall become vacant if the member: -

(a) is adjudged bankrupt;

(b) is convicted of a criminal offence and sentenced to a term of imprisonment of not less than
six months;

(c) is convicted of an offence involving fraud or dishonesty;

(d) is absent, without reasonable cause, from three consecutive meetings of the Committee;

(e) resigns in writing addressed to the County Trade Development Loan Fund Committee
Member;

(f is removed from office by the County Trade Development Loan Fund Committee Member
for:-

(i) being unable to perform the functions of his office by reason of mental or physical

incapacitation; or
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(ii) failing to declare his interest in any matter being considered or to be considered by the
Committee;

(g deinionstiates gioss misconduct;

(h) office is abolished; and

(i)  dies.
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7, The functions of the County Committee are to: -

(a) formulate policies relating to the Fund including credit policy, liquidity policy, savings policy
and any other relevant policies;

(h) advise the County Covernment on the structure and onerations of the Fund:

() establish uniform standards for the operations of the fund;

(d) mobilize resources tor the enhancement ot the Fund’'s mandate;

(e) receive the names forwarded by the Ward Committee, approve and issue the disbursements
to the successful applicants;

() partner with financial institutions licensed to operate within the County for purposes of
negotiating business stimulus packages meant to ftultiil the objectives ot the rund.

(g) keen disaggregated data by cev, age, region and other relevant regulationg;

(h) undertake periodic review of the legal framework;

(i) formulate training, development and capacity building programmes for its employees;

() ensure compliance within the Fund operations, sound financial management regulation;

(k) nrovide where necessary management suinnart services to eligible persons:

(1 protect the long term viability of the Fund,;

(m) collaborate with relevant institutions so as to promote access to credit and other tinancial
services;

(n) mnn n
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to it under these Regulations.

(]

(o) perform any other functions assigne
First d>chedule

Meotinac
Meelings

1. (1) The Committees shall meet at such place within the County as the respective chairpersons may
determine and the meetings shaii be convened by the chairpersons.

(2) 1he Committees shall have quarterly meetings in every financial year and not more than three

months shall elapse between one meeting and the next meeting,

(3) Unless three quarters of the members otherwise agree, at least seven days' notice in writing of a
meeting shail be given to every member by the Fund Administrator for the County Committee and
the Ward Administrator for the Ward Committee.

(1) At the first meeting of the Ward Committee, the chairperson shall be the Ward Administrator,

thereafter, the committee shall elect a chairperson from among the members appointed in
Regulation 15 (2) (¢).

(5) The chairpersons may, at their discretion or at the written request made by at least half of the
membherc of the Cammitteec and within ceven dayc of the rediiest convene an mdranrdinary meeting

at such time and place as he/she may appoint.
(6) Meetings shall be presided over by the chairpersons or in their absence the vice- chairpersons.

(7) The members of a Committee shall elect a vice- chairperson from among themselves-
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(a) at the first sitting of the Committee; and
(b) whenever it is necessary to fill the vacancy in the office of the vice-chairperson.

(8) Where the chairperson or vice-chairperson is absent, the members shall appoint from among
themselves, a person to chair the meeting of the Committee.

(9) The Committees may invite any person to attend any of its meetings and to participate in its
deliberations, but such person shall not have a vote in any decision of the Committee.

Conflict of interest

2. (1) If any person has a personal or fiduciary interest in a project, proposed contract or any matter
before the Committee, and is present at a meeting of the Committee at which any matter is the
subject of consideration, that person shall as soon as is practicable after the commencement of the
meeting, declare such interest and shall not take part in any consideration or discussion of, or vote
on any question touching such matter.

(2) A disclosure of interest made under subparagraph (1) shall be recorded in the minutes of the
meeting at which it is made.

Quorum

3. (1) Subject to subparagraph (2), the quorum of the meeting shall not be less than half of the
appointed members of the Committee.

(2) Where the persons present at a meeting of the Committee do not constitute the quorum
necessary to hold a meeting under these Regulations or where by reason of exclusion of a member
from a meeting, the number of members present falls below the quorum necessary to hold a meeting,
the Committee shall postpone the consideration of the matter in question until there is a quorum.

Voting

4. A question before the Committees shall be decided by simple majority of the members present and
voting and the chairperson shall, in the case of an equality of votes, have a casting vote.

Rules of Procedure and minutes
5. The Committees shall; —
9. determine rules of procedure for the conduct of their business; and

10. keep minutes of their proceedings and decisions.
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9. Management Discussion and Analysis

Income & Expenditure
L he tunds income 1s trom the exchequer releases, interest on loans, Loan Processing tees and grants.

Durine the we ocenerated the income from 3% administrative fee. interest on loans and
uring the we g a e acmmisirative Ice, on ang
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administrative fee charged for processing loans as tabulated below

Revenue from exchange transactions

Transfer from county government (operational Fund) | 6 [ 300,000
Interest Income 7 1,196,175
Fees & other charges 8 1,196,175
Total Revenue 2,692,350

The expenses incurred were to cover for operational costs such as the vetting of loan beneficiaries,

Committee sitting allowances. The PFM Regulations 2015 set the fund administrative cost at 3%

20/

of the appropriated funds. Although we have not been able to cap expenditure at 3% we have had a
tremendous reduction on the cost of administration from.

This is due to the fact that the introduced a 5% processing fee for the total money awarded in order
to carter for the cast of prn(‘e«ing the loan this onarantee the cncminahility of the findg there ic

however still need for the department to facilitate some of the operational cost to ensure the fund
expenses does not exceed the 3% administrative cost prescribed. since the expenditure incurred will

not only lead to erosion of the loan portfolio but also ensure the fund is a going concern and also

lond +~ AFE At ninncr 322 3mmnmnsamanmt Al 6.0
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Loan Default: The fund has had high default especially in this financial year due to the harsh
economic crisis coupled with the politics. The defaulted loan especially for the initial loans
disbursed in 2014 were due to poor loan vetting processes and appraisal of loan beneficiaries. lack
of proper training for both the vetting committee and the loan beneficiaries. Poor record keeping
making the identification of the loan defaulters very hard. constant political interference thus
leading to influence the committee to issue loans to non-deserving beneficiaries

This was also worsened by the closure of several businesses due to covid pandemic as well as
closure of the largest sugar mill within the county. We are however working hard to recover these
loans through constant follow up of defaulters.

Our view is that this being the inaugural fund the objective of the fund will be met with strategic
decision to be made from the recommendation made by the various stakeholders including Internal
auditors, the controller ot budget, external auditors from the Utlice ot the Auditor general, and the
report from the assembly committees on public accounts investment and trade energy

industrialization committees
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Bungoma Trade Loan’s compliance with statutory requirements

The County Government of Bungoma established the Bungoma County Trade Development Loans
Fund vide the gazetted Regulation of the County Trade Development loan fund dated 25%
September 2023.The was to replace the regulation dated 2014 which had some compliance issues
with the PFM Act 2012

During the quarter the fund committee managed to hold the quarterly meeting to review the last
financial year’s performance as well as plan for the 2024/2025 financial year. The committee also
approved the list of the loan beneficiaries for loan disbursement.

Key projects and investment decisions the Bungoma Trade Loan is planning/implementing.
Automation of the loan management

The fund, management fully automated the loan process upon through the Acquisition of a Traders
and loan management system. This was informed by an urgent need to generate reports as well as
ensure the securily of our records.

The system covers 4 main modules

® Traders management

® Loan processing & repayment

® Receipting for loan repayments

® Reports generation. Loan disbursed, repaid, Cash book,

We have Integrated our repayment system with the bank and Mpesa platforms to ensure there is real
time update of the ledger and ease in generation of the period reports we also intend to invest in
bulk messaging system to be able to continuously remind the loan client their loan balances

Major risks facing the Bungoma Trade Loan

1. 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.
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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 internal or external
assessiment in accordance with {imiis set by the directors. The amounis presenied in the statemeni of
financial position are net of allowances for doubtful receivables, estimated by the Bungoma Trade
Loan’s management based on prior experience and their assessment of the current economic
environment.

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
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adequate to cover any potentially irrecoverable amounts.

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 Bungoma
Trade Loan’s short, medium and long-term funding and liquidity management requirements. The
Runooma Trade T oan manaoes liqnidit_v rick thranigh cantinnons mnnitnring of farecacts and actnal

cash flows.

The table below represents cash flows payable by the Fund under non-derivative financial liabilities
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are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying
balances, as the impact ot discounting 1s not significant.
¢) Market risk

The Committee has put in place an internal audit function to assist it in assessing the risk faced by

the fund on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and anerational contrals

Market risk 1s the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the Bungoma Trade Loan’s income or the value of its
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market risk exposures within acceptable parameters, while optimising the return. Overall
responsibility for managing market risk rests with the Audit and Kisk Management Committee.

The Fund’s Committee 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 Bungoma Trade Loan’s exposure
to market rickc ar the manner in which it manaoces and meacures the rick

a) Interest rate risk

Interest rate risk is the risk that the Bungoma Trade I.0an’s financial condition may be adversely
affected as a result of changes in interest rate levels. The Bungoma Trade Loan’s interest rate risk
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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. The analysis has been performed on the same basis as the prior year.

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 Bungoma Trade Loan capital structure comprises of the following funds:

Material arrears in statutory/financial obligations

The department acquired the loan management system software to help the management in
administration of the fund through ensuring we have accurate and reliable data. However, the cost of
the annual soft assurance had not been paid cost of procurement of the ICT equipment’s and thus
led to difficulty in accessing the system and generation of critical reports such as delinquency
reports

The Bungoma Trade Loan’s financial probity and serious governance issues.

During the period there were no major financial improbity as reported by the internal audit
committee, External auditors or any other government agency that provides oversight to the fund.
We also did not have any serious governance issues among the top management or any conflict of
interest
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10. Environmental and Sustainability Reporting

i) Sustainability strategy and profile

The fund management has made strategic decisions to ensure the sustainability of the fund such as
the review and the gazettement of the regulation, the reconstitution of the ward committee to not
only ensure that there is institutional memory for record purposes but also to ensure there is
continuous seli-regulation amongst ihe foan beneficiaries and communiiy through appoiniing of ihe
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ii)  Environmental performance
The fund unit has not put up an environmental policy however being a government unit its
implementing both the nationai and county environmentai policies as weil as the ciimate change
policy through controlled usage of water, power and proper disposal of waste in the ottice
iii) Employee welfare
The employment of the staff, secondment of the staff as well as the appointment of the committee
members 1S as per the Article 277 of the constitution that bears regard to non-discrimination on the
base ot age gender and ability /disability both the County and Ward Committee is balanced with
inclusion of the youth, women and people living with Disability
The staff of the fund are remunerated as per the SRC guidelines and guided by the county human
resources manual. 1ne start undergo reguiar short trainings but there is still need for more trainings
to be done for our ward committees
iv)  Marketplace practices-
The organization should outline its efforts to:
a) Kesponsibie competition practice.
The tund being a government Bungoma ‘Irade Loan adheres to tair completion
practice through operating open and transparent loan vetting process in all the wards
and as well offering
D) Kesponsible dupply chain and supplier relations
The tund being a county government Bungoma Trade Loan adheres to PPAD ACT
2015 and ensures the welfare of the suppliers is taken into consideration through
prompt of suppliers
¢) Kesponsible marketing and adavertisement
The tund unit has continuously ensured good and ethical marketing and advertisement by packaging

their products and carrying out public announcements and sensitizations in a good manner
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d) Product stewardship
The fund management takes key interest in the rights of the traders through safeguarding the
Customers rights and interest by frequently organising the sensitization meetings of the traders and
capacity building of the traders to ensure they are well equipped with the relevant business skill
v) Corporate Social Responsibility / Community Engagements

We did not carry out Corporate Social Responsibility (CSR) activities carried out in the reporting
period and the impact to the society.
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11. Report of the Fund Committee
The Fund Committee submits their report together with the audited financial statements for the year
ended June 30, 2025, which show the state of the Bungoma County Trade Development Loan Fund’s

affairs.

i) Principal activities
The principal activities of the Bungoma Trade Loan is to Capacity build the traders and the

empower the traders through oftering attordable credit racilities.

ii)  Results

L he results of the Bungoma 1rade Loan 1or the year ended June 3U, 2U.>, are set out on page 1-3/

iii) Fund Committee
The members of the Fund Committee who served during the year are shown on page vi, vii, viii.

During the year, ZUZ5 tund commitiee was appointed with eftect rrom ZU.Z4-todate.

iv)  Auditors
The Auditor-General is responsible for the statutory audit of the Bungoma Trade Loan in

accordance with Article 229 of the Constitution of Kenya and the Public Audit Act 2015

By Order of the Board

M

Stephen Sitati
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12. Fund Committee Responsibilities

Section 81 or 164 of the Public Finance Management Act, 2012 and Bungoma County Trade
Development Loan Fund Regulation 2023 require the Fund Committee to prepare financial
statements in respect of that Bungoma County Trade Development Fund which give a true and fair
view of the state of affairs of the Bungoma County Trade Development Loan Fund at the end of the
financial year and the operating results of the Bungoma County Trade Development Loan Fund for
that year/period. The Fund Committee are also required to ensure that the Bungoma County Trade
Development Loan Fund keeps proper accounting records which disclose with reasonable accuracy
the financial position of the Bungoma County Trade Development Loan Fund. The Fund Committee
is also responsible for safeguarding the assets of the Bungoma County Trade Development Loan
Fund.

The Fund Committee are responsible for the preparation and presentation of the Bungoma County
Trade Development Loan Fund’s financial statements, which give a true and fair view of the state of
affairs of the Bungoma County Trade Development Loan Fund for and as at the end of the financial
year ended on June 30, 2024 This responsibility includes: (i) Maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the
reporting period; (ii) Maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Bungoma County Trade Development Loan 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 Bungoma County
Trade Development Loan Fund; (v) Selecting and applying appropriate accounting policies; and (vi)

Making accounting estimates that are reasonable in the circumstances.

The Fund Committee accept responsibility for the Bungoma County Trade Development Loan Fund’s
financial statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgments and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and the Bungoma
County Trade Loan Regulation 2023. The Fund Committee are of the opinion that the Bungoma
County Trade Development Loan Fund’s financial statements give a true and fair view of the state of
the Bungoma County Trade Development Loan Fund’s transactions during the financial year ended

June 30, 2024 and of the Bungoma County Trade Development Loan Fund’s financial position as at that
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date. The Fund Committee further confirms the completeness of the accounting records maintained
for the Bungoma County Trade Development Loan Fund, which have been relied upon in the
preparation of the Bungoma County Trade Development Loan Fund’s financial statements as well as
the adequacy of the systems of internal financial control.

In preparing the financial statements, the Fund Committee have assessed the Bungoma County
Trade Development Loan Fund’s ability to continue as a going concern in terms of the fund liquidity
based on the loan repayment operational cost and the loan disbursement and that nothing has come
to the attention of the Fund Committee to indicate that the Bungoma County Trade Development
Loan 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 Bungoma County Trade Development Loan Fund’s financial statements were approved by the

Fl P

Boardon __[.S /7] 2025 and signed on its behalf by:

Name: Jane Mukholi Name; Sitati Stephen

Chairperson of the Fund Committee Fund Administrator
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REPORT OF THE AUDITOR-GENERAL ON BUNGOMA COUNTY TRADE
DEVELOPMENT LOANS FUND FOR THE YEAR ENDED 30 JUNE, 2025

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on the Lawfulness and Effectiveness in Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on the Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Bungoma County Trade
Development Loans Fund set out on pages 1 to 34, which comprise of the statement of

Report of the Auditor-General on Bungoma County Trade Development Loans Fund for the year ended 30 June, 2025



financial position as at 30 June, 2025 and statement of financial performance, statement
of changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, 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 Bungoma County Trade Development Loans Fund as
at 30 June, 2025 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 the Public
Finance Management (Bungoma County Trade Development Loans Fund) Regulations,
2023.

Basis for Qualified Opinion
1. Inaccuracy of the Statement of Cash Flows

The statement of cash flows reflects net cash outflows from operating activities amounting
to Kshs.1,903,207 as disclosed in Note 14 to the financial statements. However, the
comparative balance indicates change in receivables amount of Kshs.9,883,449 which
differs from the amount indicated in the previous audited financial statements for the year
ended 30 June, 2024 of Kshs.2,184,590 by unexplained variance of Kshs.7,698,859.

Additionally, Note14 on cash generated from operations indicates adjustment for increase
in payments received in advance of Kshs.1,196,175 whose change is not disclosed in the
financial statements and its nature was not supported or explained.

In the circumstances, the accuracy and completeness of net cash outflows from operating
activities amounting to Kshs.1,903,207 could not be confirmed.

2. Unsupported Receivables from Exchange Transactions

The statement of financial position reflects a balance of Kshs.132,380,096 in respect of
current portion of long-term receivables from exchange transactions as disclosed in
Note 12 to the financial statements. Included in the balance is Kshs.14,578,441 relating
to loan interest receivable and Kshs.93,878,155 relating to long term loan repayments
due. However, Note 12(b) does not give clear details on the ageing analysis since total
receivables of Kshs.132,380,096 are classified as less than one year, which is
misleading.

In the circumstances, the accuracy and completeness of the receivables from exchange
transactions balance of Kshs.132,380,096 could not be confirmed.

Report of the Auditor-General on Bungoma County Trade Development Loans Fund for the year ended 30 June, 2025
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The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Bungoma County Trade Development
Loans Fund Management in accordance with ISSAI 130 on the Code of Ethics. | have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.43,195,361 and Kshs.22,993,794 respectively
resulting to under-funding of Kshs.20,201,567 or 47% of the budget. Similarly, the Fund
spent a total of Kshs.2,501,639 against a budget of Kshs.4,588,276 resulting to an under
expenditure of KShs.2,086,637 or 45% of the budget.

The under-funding and under-expenditure affected the planned activities and may have
impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

In the audit of the previous year, several issues were reported under the Report on the
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and the Report on Effectiveness of Internal Controls, Risk Management and
Governance as detailed in Appendix |I. However, Management has not resolved the
issues or given reasons for the delay in resolving the issues.

Other Information

The Management is responsible for the Other Information set out on page iii to xxix which
comprise of Key Entity Information and Management, The Fund Committee, Management
Team, Chairman’s Statement, Report of the Fund Administrator, Statement of
Performance against Predetermined objectives, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting,
Report of the Fund Committee and Statement of Fund Committee Responsibilities. The
Other Information does not include the financial statements and my audit report thereon.

Report of the Auditor-General on Bungoma County Trade Development Loans Fund for the year ended 30 June, 2025
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In connection with my audit on the Fund'’s financial statements, my responsibility is to
read the Other Information and in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion
Legality of the Fund

Review of the Bungoma County Trade Development Loans Fund enabling and legal
framework revealed that the Fund commenced operations in October, 2014, disbursing
loans and incurring administrative expenditures without enabling legislation or regulations
to guide its governance and financial management framework. The Fund continued to
operate in this irregular manner for approximately nine (9) years until the enabling
legislation — the Public Finance Management (Bungoma County Trade Development
Loans Fund) Regulations, 2023 was enacted on 20 June, 2023.

Further, it was observed that the Public Finance Management (Bungoma County Trade
Development Loans Fund) Regulations, 2023 which was enacted on 20 June, 2023 had
no supporting enabling Act or a primary legislation contrary to the Statutory Instruments
Act, 2013 and the Constitution of Kenya 2010, which mandate that, Regulations in Kenya
are made lawfully, transparently, and with public oversight, and that they cannot exist
without a supporting enabling Act of Parliament.

In the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

Report of the Auditor-General on Bungoma County Trade Development Loans Fund for the year ended 30 June, 2025
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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 effects of the matter described in the Basis for
Conclusion on the Effectiveness of Internal Controls, Risk Management and Governance
section of my report, | 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
Failure to Maintain Risk Management Policy and Risk Register

Review of the records provided showed that the Fund does not maintain a risk register,
and there is no risk management policy.

In the absence of an active risk register and risk management framework, the Fund’s
operations are carried out without structured risk identification, assessment, or mitigation
strategies.

In the circumstances, Management's preparedness towards risk management could not
be confirmed.

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

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Fund's ability to 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 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.

Report of the Auditor-General on Bungoma County Trade Development Loans Fund for the year ended 30 June, 2025
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In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

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

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards of Supreme Audit Institutions (ISSAIs). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

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

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

FCP , CBS
AUDITOR-GENERAL

Nairobi
05 December, 2025
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Appendix |

Unresolved Prior Year Audit Matters

Reference No. of the
Auditor-General’s
Report Observation

Report on the Financial Statements

Non-disclosure of Interest Income

Unsupported receivables from exchange Transactions
Unconfirmed intangible assets balance

Undisclosed material uncertainty relating to going concern

A BAWN-=

Anomalies in presentation and disclosure of annual report
and financial statement

Report on Lawfulness and Effectiveness in the Use of
Public Resources

Lack of Budget for the Fund

Report on Effectiveness of Internal Controls, Risk
Management and Governance

Lack of an informational Technology Internal Control

Report of the Auditor-General on Bungoma County Trade Development Loans Fund for the year ended 30 June, 2025
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Bungoma Countv Trade Develonment Loan Fund
Annual Report and Financial Statements for the year ended June 30, 2025.

14. Statement of Financial Performance for the year ended 30 June 2025

2023-2024

Descrlptlon Notes 2024- 2025
Kshs Kshs

Revenue from exchange transactions -

Transfer from county government (operational Fund) 6 300,000 300,000
Interest Income 1,196,175 :
Fees & other charges 8 1,196,175 -
Total Revenue 2,692,350 300,000
Expenses

use of goods and services 9 2,290,640 1,322,755
Board Expenses 10 211,000 1,006,000
Total expenses 2,501,640 2,328,755
Deficit for the period 190,711 2,028,755
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Bungoma County Trade Development Loan Fund
Annual Report and Financial Statements for the year ended June 30, 2025.

15 Statement of Financial Position as at 30 June 2025

Note 2024-2025 2023-2024
Kshs Kshs

Assets
Current assets
Cash and cash equivalents 1 3,435,055.00 12,695,361.20
Current portion of long term receivablés from 12 132,380,095.50 113,229,079.00
exchange transactions

135,815,150.50 125,924,440.20
Non-current assets
Intangible assets 13 8,484,228.00
Total assets - 8,484,228.00
Net assets 135,815,150.50 134,408,668.20

Represented By:

Revolving Fund 138,890,287.00 129,190,287.00
Accumulated surplus 3,075,136.50 5,218,381.00
Total net assets and liabilities 135,815,150.50 134,408,668.00

The financial statements set out on pages 1 to 32 were signed on behalf of the Board of Directors

Name: Name: S17p71 ST€PHEN

Chairman Board/Fund

Date (2. (-92oa(

Accounting Officer

Date (2-it-2cas

Head of Finance

ICPAK M/No: Q6.5
Date  ( 3.0/ 200 ¢



Bungoma County Trade Development Loan Fund

Annual Report and Financial Statements for the year ended June 30, 2025.

16. Statement of Changes in Net Assets for the year ended 30 June 2025

. Accumulated surplus  Total
Description Revolving Fund
Kshs Kshs

Balance as at the beginning of previous period 1t July 2023 119,490,287 7,247,136.00 126,737,423.00
Surplus/(Deficit) For the Period - 2,028,755.00 2,028,755.00
Fund Received during the period 9,700,00C 9,700,000
Balance as at the end of previous period 30" June 2024 129,190,287 5,218,381.00 134,408,668.00
Balance as at the beginning of current period 1°* July 2024 129,190,287 5,218,381 134,408,668
Surplus/(Deficit) For the Period 190,710.50 190,710.50

Adjustments-Intangible assets

8,484,228.00

Fund Received during the period

9,700,000.00

9,700,000.00

Balance as at the end of Current period 30" June 2025

138,890,287.00C

3,075,136.50

144,299,378.50

The adjustment of ksh (8484228) are the intangible assets that do not belong to the fund




Bungoma County Trade Development Loan Fund

Annual Report and Financial Statements for the year ended June 30, 2025.

17. Statement of Cash Flows for the year ended 30 June 2025

fote 2024/2025 | 2023/2024
KShs KShs

Cashflow from operating activities
Receipts
Transfer from County Government (operational Funds) 300,000 | 10,000,000
Interest on loans 298,433 183,449
Fees & Other charges - -
Total Receipts 598,433 | 10,183,449
Payments
use of goods and services 2,290,640 1,322,755
Board Expense 211,000 | 1,006,000
Total Payments 2,501,640 | 2,328,755
Net cash flows from operating activities 14 - 1,903,207 | 7,854,694
Cash flows from investing activities
Proceeds from loan principal repayments 5,670,226 2,001,141
Loan disbursements paid out - 22,727,325 -
Net cashflow used in investing activities - 17,057,099 2,001,141
Cashflow from financing activities
Transfer from County Government (Revolving Fund) 9,700,000
Net cashflow used in financing activities 9,700,000 -
Net increase/(decrease)in cash and cash equivalents 9,260,306 | 9,855,835
Cash and cash equivalents at 1st July 2024 1 12,695,361 | 2,839,526
Cash and cash equivalents at 30th June 2025 1 3,435,055 | 12,695,361




Bungoma County Trade Development Loan Fund
Annual Report and Financial Statements for the year ended June 30, 2025,

18. Statement of Comparison of Budget and Actual amounts for the year ended 30 June 2025

Actual on

Original budget Adjustments Final budget compa{'able lei'ffg::::e " til?z::ion
basis
Kshs Kshs Kshs Kshs Kshs
a b c=(a+b) d e=(c-d) f=d/c*100

I;:;iet EarryovensiromEmprevions - 12,695,361.00 12,695,361.00 12,695,361.00 - 100.00
Receipts
Zrnat:::rs fréai Other Govemin nts 30,000,000.00 12,695,361.00 42,695,361.00 22,695,361.00 20,000,000.00 53.16
Interest income 500,000.00 500,000.00 298,432.95 201,567.05 59.69
Total Receipts 30,500,000.00 12,695,361.00 43,195,361.00 22,993,793.95 20,201,567.05 53.23
Payments
Use of Goods and Services 900,000.00 3,395,776.00 4,295,776.00 2,290,639.50 2,005,136.50 53.32
Board Expenses 500,000.0C 207,500.00 292,500.00 211,000.0C 81,500.00 72.14
Total Expenditure Payments 1,400,000.00 3,138,276.00 4,588,276.00 2,501,639.50 2,086,636.50 54.52
Capital Expenditure Payments 29,100,000.00 9,507,085.00 38,607,085.00 22,727,325.00 15,879,760.00 58.87
Surplus for the period - 2,235,170.55 2,235,170.55

Budget carryovers- These surpluses are not legally required to be remitted to the Exchequer/CRF

Budget Reconciliation

Description of Particulars

Amount in Kshs

Actual Surplus Amounts as per the
statement of Budget

2,235,170.55

Proceeds from loan principal repayments

5,670,226

Closing Cash and Cash Equivalent as per
the statement of Cash flows

3,435,055

hn




Bungoma County Trade Development Loan Fund
Annual Report and Financial Statements for the year ended June 30, 2025.

19. Notes to the Financial Statements

1. General Information

Bungoma Trade Loan is established by and derives its authority and accountability from
county Trade Development Regulation 2023. The Bungoma Trade Loan is wholly owned by
the County Government of Bungoma and is domiciled in Kenya. The Bungoma Trade Loan’s
principal activity is Capacity building of the traders and provision of affordable credit to

traders

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their estimated
recoverable amounts, and actuarially determined liabilities at their present value. The
preparation of financial statements in conformity with International Public Sector Accounting
Standards (IPSAS) allows the use of estimates and assumptions. It also requires management
to exercise judgment in the process of applying the Bungoma Trade Loan’s accounting
policies. The areas involving a higher degree of judgment or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in Note 5 of
these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the Bungoma Trade Loan. The financial statements have
been prepared in accordance with the PFM Act 2012, the State Corporations Act (include any
other applicable legislation), and International Public Sector Accounting Standards (IPSAS).

The accounting policies adopted have been consistently applied to all the years presented.
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New and amended standards and in

[PSAS 43: Epplicable 1" January 2025

3. Adoption of New and Revised Standards

t effective in the year

W
d s rterpretations in is 1t not yet

ended 30 Tune 2025,
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New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2025.

[.cases The standard sets out the principles for the recognition, measurement, presentation, and
disclosure of leases. The objective is (o ensure that lessees and lessors provide relevant
information in a manner that faithfully represents those transactions. This information
gives a basis for users of financial statements to assess the effect that leases have on the
finaincial position, Ninandial porioinaingd aind Casniows ot ain Dungding 1radc Loain. |

he new siandard requires enfifies (o recngnise. measure and nresent infprmation on |
right of use assets and lease liabilities.

[PSAS 44: Applicable 1" January 2025

F\iun- Current Assets [1he Standard requires, |

Itiold for Sale and  Iceote that moot the eriteria to be claceifiod ac held for sale to be measured at the lower |

Discontinued of carrying amount and fair value less costs to sell and the depreciation of such assets to

(Operations cease and:

IAssets that meet the criteria to be classified as held for sale to be presented separately in
[the statement of Tinancial position and the results of discontinued operations to be [
|

EETRURY. | ade, i ilhs, atalaasaid of Tiaawaial s |
iSO SSPaiai) i UId SIGIRHIKHAT Ul aiiluiidiar paiioinianes.

IPSAS 45: Property Applicable I January 2025
IPlant and The standard supersedes [PSAS 17 on Property, Plant and Equipment. IPSAS 45 has
Fquipment 'dddxtmndl guidance/ new guidance for heritage assets. infrastructure assets and I

e 3 St

HCasul CHiCt. llLl lldgb dAdDLLd WCLLC plCVlUubly CALIUULU llUlll lllb SLupe UI II'DI\D l I lll

[PSAS 45, heritage assets that satisfy the definition of PPE shall be recognised as assets
|f"|'\:=v meet the criteria in the standard. TPSAS 45 has an additional ann'u‘ahr\n ouidance

NoVAAtvaac daa v LA LiCaT s ona LAV puaail

for infrastructure assets. implementation guidance and illustrative examples. The
{standard has clarified existing principles e.g. valuation of land over or under the {
INITaSIruUCLure assels, under- Mainienance 01 assels and disunguisning signiiicant parts ol
infrastructure assets.

[PSAS 46: Applicable I*' January 2025
Measurement The objective of this standard was to improve measurement guidance across IPSAS by:
|1 Providing turther detailed guidance on the implementation of commonly used

measurement bases and the circumstances under which they should be used.
i.  Clariiying transaciion costs guidance (o enhance consisiency across iPSAS.
iii.  Amending where appropriate guidance across IPSAS related to measurement at
rccognition. subscquent measurement and measurement related disclosures.
The standard also introduces a public sector specific measurement bases called the
current operational value.




Bungoma County Trade Development Loan Fund
Annual Report and Financial Statements for the year ended June 30, 2025.

IPSAS 47:
Revenue

Applicable I’ January 2026

This standard supersedes [PSAS 9- Revenue from exchange transactions, [IPSAS 11
Construction contracts and IPSAS 23 Revenue from non- exchange transactions. This
standard brings all the guidance of accounting for revenue under one standard. The
objcctive of the standard is to cstablish the principles that an Bungoma Trade Loan shall
apply to report useful information to users of financial statements about the nature,
lamount, timing and uncertainty of revenue and cash flow arising from revenue
transactions.

IPSAS 48: Transfer
L:xpenses

Applicable I’ January 2026

The objective of the standard is to establish the principles that a transfer provider shall
apply to report useful information to users of financial statements about the nature,
lamount, timing and uncertainty of expenses and cash flow arising from transfer expense
transactions. This is a new standard for public sector entities geared to provide guidance
to entities that provide transfers on accounting for such transfers.

IPSAS 49:
Retirement Benefit
Plans

lApplicable I’ January 2026

"The objective is to prescribe the accounting and reporting requirements for the public
sector retirement benefit plans which provide retirement to public sector employees and
other eligible participants. The standard sets the financial statements that should be
presented by a retirement benefit plan.

IPSAS 50:
Lxploration For &
Evaluation of
Mineral Resources

Applicable 1" January 2027
I'he objective of this Standard is to specity the financial reporting for the exploration for
land evaluation of mineral resources. The Standard requires:
i.  Limited improvements to existing accounting practices for exploration and
evaluation expenditures.

ii.  Entities that recognize exploration and evaluation assets to assess such assets for
impairment in accordance with this Standard and measure any impairment in
accordance with [PSAS 26.

Disclosures that identify and explain the amounts in the Bungoma Trade Loan’s
financial statements arising from the exploration for and evaluation of mineral
resources and help users of those financial statements understand the amount,
timing and certainty of future cash flows from any exploration and evaluation

iil.

assets recognized.

1il.

Early adoption of standards

The Bungoma ‘Irade Loan did not early — adopt any new or amended standards in the

financial year
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4. Summary of Significant Accounting Policies
a) Revenue recognition
i)Revenue from non-exchange transactions
Fees and other charges

The Bungoma Trade Loan recognizes revenues from fees and other charges when the
event occurs, and the asset recognition criteria are met. To the extent that there is a related
condition attached that would give rise to a liability to repay the amount, deferred income
is recognized instead of revenue Other non-exchanoe revennes are recoonized when it is
probable that the future economic benefits or service potential associated with the asset
will flow to the Bungoma Trade Loan and the fair value of the asset can be measured

reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at
fair value and recoonized an ohtaining cantral of the accet (each onade cervicae and
property) if the transfer is free from conditions and it is probable that the economic
benefits or service potential related to the asset will flow to the Bungoma Trade Loan and
can be measured rehably. 1o the extent that there 1S a related condition attached that
would give rise to a liability to repay the amount, the amount is recorded in the statement
of financial position and realised in the statement of financial performance over the useful

litfe of the assets that have been acauired using such finds.

ii) Revenue from exchange transactions

Rendering of services
The Bungoma Trade [.oan recognizes revenue from the rendering of services by reference

to the stage of completion when the outcome of the transaction can be estimated reliablv.
The stage of completion ic meacured by reference to labour hours incurred to date as 2
percentage of total estimated labour hours. Where the contract outcome cannot be
measured reliably, revenue is recognized only to the extent that the expenses incurred are

recoverable.
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b)

Interest income

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.

Rental income
Rental income arising from operating leases on investment properties is accounted for on a

straight-line basis over the lease terms and included in revenue.

Budget information
The original budget for the Current 2024-2025 was approved by the County Trade
Development Loan Fund County Assembly on June 2024. Subsequent revisions or additional
appropriations were made to the approved budget in accordance with specific approvals from
the appropriate authorities. The additional appropriations are added to the original budget by
the Bungoma Trade Loan upon receiving the respective approvals to conclude the final
budget. The Bungoma Trade Loan recorded additional appropriations of /2,695,361.00 on
the 2024-2025 budget following the governing body’s approval. The Bungoma Trade Loan'’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 an accrual basis using a
classification based on the nature of expenses in the statement of financial performance,
whereas the budget is prepared on a cash basis. The amounts in the financial statements were
recast from 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 and actual amounts. In addition to the Basis difterence, adjustments to amounts in
the financial statements are also made for differences in the formats and classification
schemes adopted for the presentation of the financial statements and the approved budget. A
statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of Cashflows

has been presented.

10
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¢) Taxes

Current income tax

Current income tax asscts and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute

the amount are thase that are enacted or qnhctanﬁvely enacted at the r(‘pnrtino date in the area
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(4]

relating to items recognized directly in net assets is recognized in net assets and not in the
statement of financial performance. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation

and establishes provisions where appropriate.

Deferred tax

Deterred tax 1s provided using the liability method on temporary ditterences between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date. Deferred tax liabilities are recognized for all taxable temporary differences. except in respect
of taxable temporary differences associated with investments in controlled entities, associates, and
interects in inint ventures, when the timing of the revercal of the temnarary differences can he
controlled and it is probable that the temporary differences will not reverse in the foreseeable
future. Deferred tax assets are recognized for all deductible temporary differences, the carry
torward ot unused tax credits. and any unused tax losses. Deterred tax assets are recognized to the
extent that it is probable that taxable profit will be available against which the deductible
temporary differences. and the carry forward of unused tax credits and unused tax losses can be
utilized. except in respect of deductible temporary differences associated with investments in
cantralled entitieq acenciatec and interacte in jn;nt venturee defarred tay accete are recagnized anly
to the extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilized.

I he carrying amount ot deterred tax assets 1s reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at each
reporting date and are recognized to the extent that it has become probable that future taxable
profits will allow the deferred tay acset to he recovered Neferred tay accete and liahilities are
measured at the tax rates that are expected to apply in the year when the asset is realized or the
liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the reporting date. Deterred tax relating to items recognized outside surplus or deticit 1s
recognized outside surplus or deficit. Deferred tax items are recognized in correlation to the

11
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underlying transaction in net asscts. Deferred tax asscts and deferred tax liabilitics are offsct if a

legally enforceable right exists to set off current tax assets against current income tax liabilities and

the deferred taxes relate to the same taxable Bungoma Trade Loan and the same taxation authority.

d)

Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case, the sales tax i1s recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable.

ii) When receivables and payables are stated with the amount of sales tax included
The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at the
time that cost is incurred if the recognition criteria are met and excludes the costs of day-to-
day maintenance of an investment property. Investment property acquired through a non-
exchange transaction is measured at its fair value at the date of acquisition. Investment
properties are derecognized either when they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit or service
potential is expected from its disposal. The ditference between the net disposal proceeds and
the carrying amount of the asset is recognized in the surplus or deficit in the period of de-
recognition. Transfers are made to or from investment property only when there is a change in

use.




Bungoma LCounty irade veveiopment Loan ¥und
Annua! Report and Financial Statements for the year ended June 30, 2025,

e) Property, plant, and equipment
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performed, its cost is recognized 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
recognized in surplus. or deticit as incurred. Where an asset 1s acquired in a non-exchange

transaction for nil or nominal consideration the asset is initially measured at its fair value.

f) Leases

Finance ieases are leases that transfer substantiaily ail the risks and benefits incidental to

lower at the nresent value of the fistire minimum lease pavments The Runooma Trade 1 oan
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recognized is measured as the present value of the future minimum lease payments at initial
recognition. Subsequent to initial recognition, lease payments are apportioned between finance
charges and reduction ot the lease liability so as to achieve a constant rate ot interest on the
remaining balance of the liability. Finance charges are recognized as finance costs in surplus
or deficit. An asset held under a finance lease is depreciated over the useful life of the asset.
However. if there is no reasonable certainty that the Bungoma Trade Loan will obtain
nwner«:hip of the accet hv the and af the leace tarm  the accet ic deprpz‘io.ted aver the charter nf
the estimated useful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership ot the leased item to the Bungoma [rade Loan. Operating lease
payments are recognized as an operating expense in surplus or deficit on a straight-line basis

over the lease term.
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g) Intangible 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. Intangible assets with an indefinite

useful life are assessed for impairment at each reporting date.

h) Research and development costs
The Bungoma Trade Loan expenses research costs as incurred. Development costs on an
individual project are recognized as intangible assets when the Bungoma Trade Loan can
demonstrate:

1)  The technical feasibility of completing the asset so that the asset will be available

for use or sale.

i1)  Its intention to complete and its ability to use or sell the asset.

iii) How the asset will generate future economic benefits or service potential

iv)  The availability of resources to complete the asset.

v)  The ability to measure reliably the expenditure during development.
Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when
development is complete, and the asset is available for use. It is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment

annually with any impairment losses recognized immediately in surplus or deficit.

14
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financial assets. The Bungoma Trade Loan does not have any hedge relationships and therefore the
new hedge accounting rules have no impact on the Company’s financial statements. (amend as
appropriate). A tinancial mstrument 1S any contract that gives rise to a financial asset ot one
Bungoma Trade Loan and a financial liability or equity instrument of another Bungoma Trade
Loan. At initial recognition. the Bungoma Trade Loan measures a financial asset or financial
liability at its fair value plus or minus. in the case of a financial asset or financial liability not at fair
value thrnugh surplus or deficit trancaction cocte that are dire(‘!!}' attrihntahle tn the nc(}nicitinn or

issue of the financial asset or financial liability.

a) Financial assets

Classification of financiai assets

The Bungoma Trade Loan classifies its financial assets as subsequently measured at amortised
cost, fair vaiue through net assets/ equity, or fair vaiue through surpius and deficit on the basis of’
;.)U‘.‘ll ﬁlc Bullgullld Tlddc LUdll‘b umuagcuncni lllUL;C; fux i‘umuuiai as>cid dlld vL‘“C LUll‘lIdL'LUd; \.'db‘ll
tlow characteristics ot the financial asset. A financial asset 1s measured at amortized cost when the
financial asset is held within a management model whose objective is to hold financial assets in
order to collect contractual cash flows and the contractual terms of the financial asset give rise on
specitied dates to cash tlows that are solely payments ot principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held within
the management model whose objective is achieved by both collecting contractual cashflows and
selling financial assets and the contractual terms of the financial asset give rise on specified dates
ta cash flows that are <olely pavments of prinoipa! and interect an the prin(‘ipr‘.! amonunt
outstanding. A financial asset shall be measured at fair value through surplus or deficit unless it is
measured at amortized cost or fair value through net assets/ equity unless an Bungoma Trade Loan

has made an irrevocable election at mitial recognition tor particular mvestments n equity

instruments.
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Subsequent measurement

Based on the business model and the cash flow characteristics, the Bungoma Trade Loan classifies
its financial assets into amortized cost or fair value categories for financial instruments.
Movements in fair value are presented in either surplus or deficit or through net assets/ equity

subject to certain criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value through
surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that is
subsequently measured at amortized cost and is not part of a hedging relationship is recognized in
profit or loss when the asset is de-recognized or impaired. Interest income from these financial

assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for the collection of contractual cash flows and for selling the
financial assets, where the assets’ cash tlows represent solely payments ot principal and interest,
are measured at fair value through net assets/ equity. Movements in the carrying amount are taken
through net assets, except for the recognition of impairment gains or losses, interest revenue, and
foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from

these financial assets is included in finance income using the effective interest rate method.

Trade and other receivables

Irade and other receivables are recognized at fair values less allowances tor any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the year-

end.

16
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Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/
equity are measured at tair value through surplus or deticit. A busmess model where the Bungoma
Trade Loan manages financial assets with the objective of realizing cash flows through solely the

sale of the assets would result in a fair value through a surplus or deficit model.

Impairment
The Bungoma Trade Loan assesses, on a forward-looking basis, the expected credit loss (‘ECL’)
associated with its financial assets carried at amortized cost and fair value through net

assets/equitv. The Bungoma Trade Loan recognizes a loss allowance for such losses at each

rcport,ng Aqu Critinal Actimatre and ciaonificant nnlnmnnfq madn k‘ manacnmant 1n r‘r\"l\m‘”‘ﬂg
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the expected credit loss (ECL) are set out in Note xx.
b) Financial liabilities

Classification
The Bungoma Trade Loan classifies its liabilities as subsequently measured at amortized cost

except tor financial liabiiities measured through protit or loss.

i) Inventories
Inventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-cxchange transactions (for no cost or a nominal cost), the cost of the 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:

1Y DA matariale: murchaca cact :'

" S tha wwratiahtad avavana oa
Ly ANMA Y AAAGALNVL AMAL . RJMA viiuoe VU DL MO A Aaw ¥

gt VSISaS QVEIGEL 883

ii) 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 inventorv is measured at the lower of cost and current replacement
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 1 the ordmmary course of operations ot the Bungoma 1rade Loan.

17
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j) Provisions

Provisions are recognized when the Bungoma Trade Loan 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 Bungoma Trade Loan 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 reimbursement is virtually certain.
The expense relating to any provision is presented in the statement of financial performance net of

any reimbursement.

k) Contingent liabilities
The Bungoma Trade Loan does not recognize a contingent liability but discloses details of any
contingencies in the notes to the financial statements unless the possibility of an outflow of

resources embodying economic benefits or service potential is remote.

1) Contingent assets

The Bungoma Trade Loan does not recognize 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 Bungoma Trade Loan 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 measured reliably,
the asset and the related revenue are recognized in the financial statements of the period in which
the change occurs.

m) Nature and purpose of reserves

The Bungoma Trade Loan creates and maintains reserves in terms of specific requirements.

n) Changes in accounting policies and estimates

The Bungoma Trade Loan recognizes the effects of changes in accounting policy retrospectively.
The effects of changes in accounting policy are applied prospectively if retrospective application is

impractical.

o) Employee benefits
Retirement benefit plans
The Bungoma Trade Loan provides retirement benefits for its employees and directors. Defined

contribution plans are post-employment benefit plans under which an Bungoma Trade Loan pays

18
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fixed contributions into a separate Buneoma Trade lLoan (a tund) and will have no legal or
constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay
all employee benetits relating to employee service in the current and prior periods. Ihe
contributions to fund obligations for the payment ot retirement benetits are charged against income
in the year in which they become payable. Defined benefit plans are post-employment benefit
plans other than defined-contribution plans. The defined benefit funds are actuarially valued tri-
annually on the projected unit credit method basis. Deficits identified are recovered through lump
sum pavments or increased future contributions on a pronortional basis to all participating
employers. The contributions and lump sum payments reduce the post-employment benefit

obligation.

p) Foreign currency transactions
Transactions in foreign currencies are initiaily accounted for at the ruiing rate of exchange on the

date of the transaction. At each reporting date, foreign currency monctary items are translated

exchange rate at the date of the transaction. and those measured at fair value are translated lming
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from the settlement of monetary items or translation of monetary/non-monetary items at rates

different from those at which thev were initially repnrfed are recognized in surnlus or deficit in the

q) Borrowing costs

Borrowing costs are capitalized against quaiifying assets as part of property, piant and equipment.

constructed and borrowings have been incurred. Capitalization ceases when the construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance.

r) Related parties
The Bungoma Trade Loan regards a related party as a person or an Bungoma Trade Loan with the
ability to exert control individually or jointly or to exercise significant influence over the Bungoma

regarded as related parties and
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Trade Loan, or vice versa. Members of key management ar

comprise the Directors/Fund Committees the CEO/Fund Administrator and senior managers
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s) Service concession arrangements

The Bungoma Trade Loan analyses all aspects of service concession arrangements that it enters in
determining the appropriate accounting treatment and disclosure requirements. In particular, where
a private party contributes an asset to the arrangement, the Bungoma Trade Loan recognizes that
asset when, and only when, it controls or regulates the services the operator must provide together
with the asset, to whom it must provide them, and at what price. In the case of assets other than
"whole-of-life’ assets, it controls, through ownership, beneficial entitlement, or otherwise — any
significant residual interest in the asset at the end of the arrangement. Any assets so recognized are
measured at their fair value. To the extent that an asset has been recognized, the Bungoma Trade

Loan also recognizes a corresponding liability, adjusted by a cash consideration paid or received.

t) 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 of cash and are subject to an insignificant risk of changes in value.
Bank account balances include amounts held at the Central Bank of Kenya and various commercial

banks at the end of the financial year.

u) Comparative figures
Where necessary, comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

v) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 20xx.



Bungoma County Trade Development Loan Fund
Annnal Rp:mnrt and Financial Statementc far the vear ended Tune 30 200K

The ‘nrf‘pamtinn of the Runooma Trade Toan's financial statements in conformitv with TPSAS
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amounts of revenues, expenses, 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 ot the asset or hability

affected in future periods. State all judgements, estimates, and assumptions made:

Estimates and assumptions.

L he key assumptions concerning the tuture and other key sources ot estimation 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 Bungoma Trade
Loan based its assumptions and estimates on parameters available when the consolidated financial
statements were nrepared However evisting circumstances and assumntions ahout  future
developments may change due to market changes or circumstances arising beyond the control of
the Bungoma Trade Loan. Such changes are reflected in the assumptions when they occur. IPSAS

1.140

Useful lives and residual value

‘I'he usetul lives and residual values ot assets are assessed using the tollowing indicators to intorm
potential future use and vaiue trom disposat:

The condition of the asset is based on the assessment of experts employed by the Bungoma Trade
Loan.

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

| he nature ot the processes in which the asset 1s deployed.

Availability of funding to replace the asset.

Changes in the market in relation to the asset

Provisions

Pravicione were raiced and management determined an ectimate haced an the infarmation
available. Additional disclosure of these estimates of provisions is included in Note 37. 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 ettect 1s material.

(include provisions applicable to your organisation e.g. provisions for bad debts, provisions of
obsolete stocks, and how management estimates these provisions).
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6. Transfers from Other Government entities

2024-2025 2023-2024
Kshs Kshs

Description

Unconditional Grants
Operational Grant 300,000 300,000

Unconditional development grants 9,700,000 9,700,000
Total Unconditional Grants
Total Government Grants and Subsidies 10,000,000 10,000,000
Grant to support on for trade loans from the department
b) Transfers from Ministry/County Departments
. Amount recognized to Amount .
gan:; of"]llheGBun‘goma Frade Loy Statement of Financial recognised in ;3;' transfers (2024- 2023-2024
CHOIRE RS e performance. * capital fund. =
Kshs Kshs Kshs Kshs
County Revenue Fund- Bungoma county 300.000.00 9,700,000.00 10,000,000.00 10,000,000.00
Total 300,000.00 9,700,000.00 10,000,000.00 10,000,000.00

The amount recorded above as having been received from the County fully reconciles to the amount
recorded.
An acknowledgment note/receipt has been raised and fully approved.

7. Interest income

Description 2024-2025 2023-2024
Kshs Kshs
Earned Interest Received 1,196,175.00 -
Total Interest income 1,196,175.00 -
8. Fees and other charge
Description 2024-2025 2023-2024
Kshs Kshs
Fees 1,196,175.00 -
Total Fees and other charges 1,196,175.00 -
9. Use of Goods and Services
Description 2024-2025 2023-2024
Kshs Kshs
Telephone & Communication 20,000 5,000
Printing & Stationery . 95,000
conferences 175,500 350,000
Travel and Accommodation 2,092,495 708,455
Loan Processing cost 162,300
Bank Charges 2,645 2,000
Total
2,290,640 1,322,755
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10. Board Expenses

Description 2024-2025 2023-2024
Kshs Kshs

Sitting Allowances 211,000 98,000
Induction and Training 908,000
Total 211,000 1,006,000
11. Cash and Cash Equivalents

Description 2024-2025 2023-2024

Kshs Kshs

Bank balances 3,435,055.00 12,695,361.20
Total Cash and Cash Equivalents 3,435,055.00 12,695,361.20

The amount agrees with the closing and opening balances as included in the statement of cash

oo

Jevrro.

Detailed Analysis of the Cash and Cash Equivalents

2024/2025 2023/2024
Financial institution Account number KShs KShs
a)  Current account
Central Bank Acc 10000715038 4,425 10,740,295
Equity Bank -Collection ACC 0480262513330 3,430,030 1,955,000
Sub- total - 3,435,055 12,695,361
Grand total 3,435,055 12,695,361
12. Receivables from Exchange Transactions
Description 2024-2025 2023-2024
Kshs Kshs
Current Receivables
Interest receivabie 14,578,441 13,680,699
Current loan repayments due 23,923,500 .
Long term loan repayments due 93,878,155 99,548,380
Total receivables from exchange transactions | 132,380,096 113,229,079
(b) Ageing analysis for Receivables from exchange transactions
L. 2024-2025 2023-2024
Description
Kshs Kshs
% of the } % of the
2024-2025 2023-2024
) - total - ! total
Less than 1year 132,380,096 100% 113,229,079 100%
Over 3 years 0% 0%
| Total (a+b) 132,380,095.50 100% | 113,229,079.00 0%
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13. Intangible Assets

Description 2024-2025 2023-2024
Ict Software Kshs Kshs
Cost
At beginning of the year 8,484,228 8,484,228
At end of the year 8,484,228 8,484,228
Amortization and impairment
At beginning Of the year 8’484’228 3,054,322
Amortization = -
Prior year adjustments 8,484,228 3,054,322
At end of the year - -
NBV - 8,484,228
14. Cash Generated from Operations
2024-202 2023-202
Description i cdistabi
Kshs Kshs
Surplus/Deficit for the year 190,711 2,028,755
Adjusted for:
Working capital adjustments
Increase in receivables - 897,742 9,883,449
Increase in payments received in advance 1,196,175
Net cash flow from operating activities - 1,903,207 7,854,694
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15. Financial Risk Management

The Bungoma Trade l.oan’s activities expose it to a variety of tinancial risks including credit and
1quidity risks and eftects of changes In toreign currency. |he Bungoma lrade Loan s overall risk
management programme focuses on the 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 Bungoma Trade Loan does not hedge any risks and has in place
nolicies fo ensure that credit is only extended to customers with an estahlished credit history. The

Bungoma Trade Loan’s financial risk management objectives and policies are detailed below:

i) Credit risk

Ihe Bungoma irade Loan 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 evnerience and other factore Individnal rick limite are cet haced on internal
or external assessments 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
Bungoma lrade Loan’s management based on prior experience and their assessment ot the current
economic environment.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Bungoma Trade Loan’s
directare wha have huilt an ﬂplnrr\.lnr;nte lir}!!id?t}' rick management framewanrl for the manacement
of the Bungoma Trade Loan’s short, medium, and long-term funding and liquidity management
requirements. The Bungoma Trade Loan manages liquidity risk through continuous monitoring of
torecasts and actual cash tlows. lhe table below represents cash tlows payable by the Bungoma
Trade Loan under non-derivative financial liabilities by their remaining contractual maturities at

the reporting date.
Financial Risk Management

iii) Market risk

The Bungoma Trade Loan has put in place an internal audit function to assist it in assessing the
risk taced by the Bungoma lrade Loan 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 rates, equity prices, and foreign exchange rates which

kS
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will affect the Bungoma Trade Loan’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 Bungoma Trade Loan’s Trade
Department is responsible for the development of detailed risk management policies (subject to
review and approval by the Audit and Risk Management Committee) and for the day-to-day
implementation of those policies. There has been no change to the Bungoma Trade Loan’s

exposure (0 market risks or the way it manages and measures the risk.

b) Foreign currency risk

The Bungoma Trade Loan has transactional currency exposures. Such exposure arises through
purchases of goods and services that are done in currencies other than the local currency. Invoices
denominated in foreign currencies are paid after xxx days from the date of the invoice and
conversion at the time of payment is done using the prevailing exchange rate. The Bungoma Trade
Loan manages foreign exchange risk from future commercial transactions and recognised assets
and liabilities by projecting expected sales proceeds and matching the same with expected
payments.

¢) Interest rate risk

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

Loan’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 Bungoma Trade Loan 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

~
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income it current tloating interest rates increase/decrease bv one percentage point as a

decrease/increase of

Fair value of financial assets and liabilities

a) Financial instruments are measured at tair value.
Determination of fair value and fair values hierarchy
IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are observable or unobservable. Observable inputs reflect market data

ahtained fram indenendent canrcec: ninnheervahle innute reflect the Runonma Trado T nan’c market
1 4 1

""" [&]

assumptions. These two types of inputs have created the following fair value hierarchy:

e Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities.
L his level includes histed equity securities and debt instruments on exchanges.

e Level 2 — Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (that is, as prices) or indirectly (that is, derived from

prices).

e 1 aval 2 fmsmrite £ae thao nccat A Dobilie. that nen ant hncad Ao Ahcameahla caael-at Aatn
. FLVR R S S HAPULD AUL LU GO0TE Ul LMGIULEIEIL) MABL WML UL VWOt Ul UUDRE T UUEL s el udea

(unobservable inputs). This level includes equity investments and debt instruments with
significant unobservable components. This hierarchy requires the use of observable
market data when available. 1he Bungoma Irade Loan considers relevant and observable
market prices in its valuations where possible.

iv) Capital Risk Management

The obiective of the Bungoma Trade Loan’s capital risk management is to safeguard the Bungoma

Trade T nan’e ahilitv tn continnie ac a2 onino concern
o - o - o - (=) o - i
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16. Related Party Disclosures

Nature of related party relationships

Entities and other parties related to the Bungoma Trade Loan include those parties who have the
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.

Government of Kenya

The Bungoma county Government of Kenya is the principal shareholder of the Bungoma Trade
Loan, holding 100% of the Bungoma Trade Loan’s equity interest. The Government of Kenya has
provided full guarantees to all long-term lenders of the Bungoma Trade Loan, both domestic and
external.

Other related parties include:

1) The Parent Ministry.
1) County Governments
1) Other SCs and SAGAs
1v) Key management.

V) Board of Directors/Fund Committees.

17.  Segment Information

Headquartered within bungoma.

18. Events after the Reporting Period

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

19, Ultimate and Holding Bungoma Trade Loan
The Bungoma Trade Loan is a Corporation/ or a Semi-Autonomous Government Agency under the

County of Bungoma. Its ultimate parent is the Government of Kenya.

20. Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs.
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21. Other important Discloses.

PRINCIPAL LOAN REPAYMENT

Description 2024-2025 2023-2024

Kshs Kshs
Proceeds from loan principal repayments 5,670,226 2,001,141

5,670,226 2,001,141
Interest on Loan received

Description 2024-2025 2023-2024

Kshs Kshs
Proceeds from loan principal repayments 298,433 183,449
298,433 183,449

Revolving Fund

Transfer from county government 2014/2015 100,000,000 97 97,000,000
Transfer from county government 2015/2016 13,828,200 97 13,413,160
Transfer from county government 2017/2018 9,357,863 | 97 9,077,127
Tommebme fvmomn mmiiimbrs s snvmemn At vAaSS s AN 2 an AnA~ AnA ~ ~mAAs AnA
| Trancforfiom county conemmentizsashtae 12,088,858 = i = 70%,088
ii T i T
ainisier 1o \.Vuli:L’ BUvE! Ve 1.(14-‘"';01.') 1V, VUV, Uuu 97/ A Y
TOTAL 143,186,063 138,890,287

8,112,500.00

405,625.00

7,706,875.00

LOAN 1 4,710,500.00 235,525.00 4,474,975.00
LOAN 2 10,422,500.00 521,125.00 9,901,375.00
LOAN 3 448,000.00 22,400.00 425,600.00
| LOAN 4 | 230,000.00 1,500.00 2i5,500.00

_3i99,i75.00

_443[2[3343:99
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20. Appendices

Appendix 1: Implementation Status of Auditor-General’s Recommendations

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

Reference No.
on the external

audit Report

Issue / Observations from
Auditor

Management comments

Status:
(Resolved / Not
Resolved)

Timeframe:
(Put a date when
you expect the issue

Non-Disclosure of Interest Income

The interest received during the year was reflected in
the cash flow statement and under the receivable since
the interest received was not for the current financial
year but interest earned over the previous years thus it
was recognised in the interest receivable account as
interest received thus affecting the interest on loans.

Resolved

to be resolved)
30t June 2024

Unsupported Receivables from
Exchange Transactions

This issue has not been fully addressed due to accrued
payments of the software assurance to the system
vendor to enable us extract verifiable data aging
analysis. However, we did present our working ledgers
and schedules to support the balances reflected in the
financial statements in comparison to the last year’s
audited accounts.

Partially
Resolved

30t June 2026

Unconfirmed Intangible Assets

We have taken note of the recommendation for us to
exclude the asset in our financial statements and made
the necessary adjustments in the revised financials since
the departments has never formally transferred the asset
to the Fund.

NB: Attached the ownership documents of the System

Resolved

30" August 2025
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Reference No. Issue / Observations from Management comments Status: Timeframe: |
on the external Auditor (Resolved / Not  (Put a date when ‘

audit Report Resolved) you expect the issue
to be resolved)

\
as well as the departmental asset register
4 Undisclosed ~ Material ~ Uncertainty | This matter was well disclosed in the chairpersons and | Partially |

Related to Going Concern fund administrators report and the various initiatives we | resolved 30™ June 2026
have initiated to ensure the fund achieves its objective
as a revolving fund. Never the less more efforts are still
being made to ensure loans are repaid.in good time

5 Anomalies in  Presentation and | We did rectify all the anomalies in the revised financial Resolved 30™ August 2025
Disclosure of Annual Report and | statements
Financial Statements

6 Unresolved Prior Year Matters We revised the financial statements with proper Resolved 4 February 2025
analysis and annexure of all the prior year matters,
including timelines for those resolved and those
outstanding. We also provided information on efforts
being made to ensure compliance. #

7. - Lack of Budget for the Fund The fund activities are mainly carried out as budgeted Resolved 4" February 2025
in the main budget of the department after presentation
of our estimates during the budget making process since
. Most of the expenses such as staff cost, office Rent,
Stationery, Fuel for field activities, insurance &
maintenance for motor vehicle, capacity building of
both the staff & entrepreneurs, review of regulations,
and annual software assurance as still being budgeted in
the main ministry since the 3% administrative fee is not
sufficient to facilitate for all this expenses

31



—w::mo.:w County Trade Development Loan Fund
Annual Report and Financial Statements for the year ended June 30, 2025.

Reference No. Issue / Observations from Management comments Status: Timeframe:
on the external Auditor (Resolved / Not  (Put a date when

audit Report Resolved) you expect the issue
to be resolved)

. During the year under review the fund administrator
did prepare budget and presented the budget for
approval to both the assembly and the county
committee as per the recommendation of the regulation
on expenditure under the fund. Therefore, all the
expenses of the fund were properly budgeted and
approved as per the law

8. Lack of an Information Technology | The County Trade Loan Fund operates a loan Not Resolved 30t June 2026
Internal Controls management system which attracts an annual software
assurance fee as per the contract. At the time of the
audit, we were unable to access the system due to an
accrued pending bill for 4 consecutive years, arising
from lack of budgetary allocation to the fund or the
Department to pay the system vendor

Fund Administrator
Date: j ¢-]1- 2oxs"
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Appendix II: Project: implemerted by The B.ngema Trade |.oan
Witnin ihe year the Fuad had no runring project
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Appendix IV: Transfers from Other Government Entities

County

Revenue fund

~Bungoma 9™ January

Executive 2025 Development | 10,000,000 300,000 9,700,000 10,000,000
Total 10,000,000 300,000 9,700,000 10,000,000
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Appendix V- Inter-Bungoma Trade Loan Confirmation Letter

Name of transferring: Bungoma county Government — County Revenue Account

Name of beneficiary: Bungoma Trade Loan

Total
Reference Number Date Disbursed Recurrent (A) Development (B) (C)=(A+B) Remarks
EFT25009KXQLF 9™ January 2025 10,000,000 10,000.000
Total 10,000,000

I confirm that the amounts shown above are correct as of the date indicated.

Head of Accounts Department - Disbursing Bungoma County Executive

Name &GE%\C{UVV\TJ Sign e N ... Date mo\‘m\p&rﬂ

Head of Accounts Department - Beneficiary Bungoma Trade Loan:

Name ...h [T &\NN\&:NI Sign \% Owabo Cn\ph

PR ) *sssesssssssssscse
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Appendix VI: Reporting of Climate Relevant Expenditures

Nothing on climate change within 2024/25 financial year.

36



Bu

An

Ap]

Wit

,gorna County Trade Develc yment Loan 1 und

ual Report ai,d Financial S atements for he vear endec June 30, 202 ..

.>ndix VII: Rej rrting on Disas er Manageme ! Expenditure

(un ‘he year we were not affec ed by any dis ster.

37






