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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30tt June. 2020
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KEY ENTITY INFORMATION AND MANAGEMENT

a) Backgroundinformation

The Kakamega County Trade Loans Fund was established by the County Govemment of
Kakamega through Trade Loan Fund regulations in the year 2014-2015 and commenced
operations in the financial year 2015-2016. The Fund Administrator at the time being the Chiel
Officer of the Ministry of Trade, lndustrialization and Tourism. This will be succeeded by
Kakamega County Microfinance Corporation once the Act is amended to provide for transition
c Iause.

b) PrincipalActivities

The principal activity of the Fund was to provide financial and managerial support to micro,
small and medium enterprises in the County. This would in tum spur socio-economic
development in the County.

c) Key Management

The Kakamega County Trade Loans Fund day-to-day management is under the Ministry of
Trade, lndustrializat ion and Tourism.

The Fund Administrator is the Chief Officer ol Ministry of Trade, Industrialization and Tourism.
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Kakamega Countv Trade Loans Fund
Reports and Financial Statements
For the Period ended 30Ih June. 2020t Fiduciary Oversight Arrangements

Countv Assembly of Kakamega
Office of Auditor General
Controller of Budget
Nalional Treasury

d) Kakamega Count-v Headquarters

P.O. Box 36-50 100. 056 3 I850/3 I 852/3 1853
County Headquarters
Kisumu/Kitale Highway
Kakamega, KENYA

e) County Government ofKakamega Contacts
Telephone: 056 3 I 850/3 1852/3 I 85i
E-mail: info@ka eqa.oo.ke
Website: kakamega.go.ke

f) Entity Bankers
KCB Ltd-Kakamega branch

(l) Independent Auditors
Auditor General
Office of the Auditor Ceneral
Anniversary Towers. University Way
P.O. Box 30084
GPO 00r00
Nairobi. Kenva

(g) Principal Legal Advisor
County Attorney
County Covernment of Kakamega
P.O Box 36-50100
Kakarnega
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June.2020

FUND PERFORMANCE AND FUTURE OUTLOOK
The Fund was established in 2015 under the Ministry of Trade. Industrialization and Tourism
and the first and only disbursements happened the same year. Since then, no other disbursements
have been made. Recovery of the ourstanding loans has been ongoing and is still ongoing.
Amount ofloans recovered as at 30th June. 2020 was Ksh. I49.427.00

However, the operationalization of the Fund encountered several challenges which included
politics where loanees were incited not to repay! erroneous and inconsistent reports lrom the
bank and others.

q

FANtTEL WEMALI Arr-GAYA
Chief Officer.
Ministry of Trade, Industrializalion and Tourism.
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Kakamega Count-v Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June,2020

3. FORWARD BY THE CHIEF OFFICER

The Ministry of 'frade ,Industrialization and Tourism presents the Financial statements for the
Kakamega County Trade Loans Fund for the period ended 30th June, 20l9 in accordance with
the format prescibed by the Public Sector Accounting Standard Board.

In the year 2015-2016 the County through Kenya Commercial Bank disbursed Loans amounting
to Kshs. 70,295.063 to the small scale traders.

FANUEL WEMALI ANGAYA
Chief Officer.
Ministr.y of Trade, Industrializalion and Tourism.
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Kakamega Counfy Trade Loans Fund
Reports and Financial Statements
For the Period ended 30'h June. 2020t .,. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Sections I l6( I ) of the PFM Act. 2012 provides that a Count), Executive Committee Member
for Finance may establish other public Funds with the approval of the County Executive
Comminee and the County Assembly.

Under Section ll6(2). for every County Public Fund esrablished, the County Executive for
Finance shall designate a person responsible for administering that Fund.

Sections 116(7).164 requires that, at the end oleach financial year. the Administrator ofthe Fund
shall prepare financial statements of the entity, in accordance with the standards and formats
prescribed by the Public Sector Accounring Standards Board.

The Administrator of the Trade Loans Fund confirms rhat rhe entiry has complied t'ully wirh
applicable Covemment Regulations and the terms of extemal financing covenants (where
applicable), and that the funds received during the year under audit were used for the eligible
purposes lor which they were intended and were properly accounted for.

Further the Administrator confirms that the Trade Loans Fund's financial statements have been
prepared in a form that complies with relevant accounting standards prescribed by the Public
Sector Accounting Standards Board of Kenya.

Approval of the financial statements

The County Covemment's financial statements were approved and signed by the Adtninistrator of
the Fund on 2.r 'ocr. 2020.

q

Chief Oflicer
Ministrl of Trade, Industriulization and Tourism.
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REPORT OF THE AUD ITOR.GEN
FUND FOR THE YEAR ENDED 30 !I1! gry KAKAMEGA couNry TRADE LoANsJUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

2. Unsupported Transfer to Other Government Agenc

I have audited the accompanyrng financiar statements of Kakamega county Trade LoansFund set out on paoes aro 2o'-wnich;;r;;;;il" statement of financiar position as

ii,':..,.:E 3311 ill'"IT,: ll,*:xil#k lJ.ro,, " 
n.", .i;i.;;il ; I;, n g es n

amounts for the year then ended, and a summary .it^:^T,p_it]:"" 
of budget and ictual

other expra n a to ry i nrormation r" **,.a" *"';iil il: il:ff :[t"x":7Tl[r"T[,""1 iliconstitution of Kenva and_section ss "iih"i;;irl nutit nct, 2015 r have obtained a,[:i:',"i[?::l^:]1,"#J::7fi ::y,li{:i;il##"myknow,edse,nJo"r,ur,*","
ln my opinion, except for th-e, effect 

-of 
the matters described in the Basis for Quarifieduprnron section of 'v ,.Igrr, *," ri""""i"i'.iii"rLo present fairry, in a, materiar!?T,T;1? tj:XT?,:;::li^on,ot rre riar"i,ls:,"to,n,y rrade Loans Fund as at[ffi ";yfl l?irfl iHfr lTr*:fJa.,3[lii;it"ffi 

,,:Tu];::ir"s::r

Basis for eualified Opinion
1. lrregular Board Altowances
The statement of financial

3;ftffi ;iTff {itrE,."r:,.*$+t',,="t",*;lHf:H":rr:i#ih:T:s0",i! r* inJ,ii;il;J;il:,*,,::Ji:: j|?Hi1;:;t h; ;il,;j,:n"ill"#Xno *,"

P."il.:?3:o?;'';".j11""J,13'Y;"rTi$'nce and accuracv or the board expenses or

v
The statement of financial performance reflects a transfer to other government agencybalance of Kshs.37 ,230,723 which as indicated in Note 3 to the financial statements,relates to transfer to County Revenue Fund (CRF). However, the transfer

Repo ofthe Auditor_Generq! on Ka*amega Countv Trade Loons Fundfor the yeor endecl j0 June, 2020
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supported with bank-statem:.1.;:ffii*"iri3i:ifi'J?Tfri; F,::[: ll:i:1:*?"1".ll:
ilJ"d rreasury contravene-Res*::l l::i1,,{jffi ;t1;: '*n"ii pi""ia""' that such a
ffi;.I";ft;l,1ry i.Iuil..tf"?:l? "T:'":i,ill,li;;;;i; 

the next nnanciar vear as

;?:il::". i:: ilUJ:f ii'i li fi ̂
 " 
ill;ffi n 

"" 
M 

" 
n 

" 
g "'" nt Act 2 0 1 2

ln the circumstances, the validity, accuracy 1lq goTpl.t.ness of the reported transfers

to other sovernment "n""Ji"i'ii;*\111b'tzztot 
tn" v*iLnded 30 June' 2020 could

3. Current Loan Repayments Due (Outstanding Loans)

TheStatementoffinancialpositionreflectscurrentloanrepaymentsdue.balanceof
Kshs.40,740,7'1 '1 as at 30 ltl'iti"iozol" il"'""t"'by Kshs 149'427 from the prevtous

vear balance ot rsns +o'es'oll5u *;;;;;;oicateo tirai tne loans were disbursed to the

small-scale traders with 
""laiit"'inJu"irowed 

loanJwltl t" o" repaid within six (6)

months from the O't" of o'"['itement Howevt'' '"p"'*"nt 
of the loans has remained

tow and no provision 
"'lX.,p]l"l"li "g;i"tt 

t'"'e'non-pe'rorming loans has been

;;"id"; in these financial statements

Consequently, the accuracy and recoverability-o-f the current loan repayments due

balance of Kshs 40,740 'ii 
it 

"i 
eo i'"" i6zo could not be confirmed

TheauditwasconductedinaccordancewithlntelnationalstandardsofSupremeAudit
lnstitutions (tssAts) , ur",,iJJJ"il""i "i'tn" 

xriai"ou-countv Trade Loans Fund

il#;#;;iil,*a:e:1t"tl;i',,t1$;{i;:'}}ri[::"r*g'I"',f'"",1H:lli::l
resoonsibilities in accoro

reouirements applicable ,J'p""=,t"rri"g 
"udits_ 

of financiat statements in Kenya l believe

that the audit evidence , n"r,i" "ii"i""l 
L:sufficient "nilpp.pti"te 

to provide a basis for

not be confirmed'

Other Matter

my qualified oPinion'

Key Audit Matters

Kev audit matters are those matters that' in

LiILitTJ"""" iline auait of the financial statem

re-port in the Year under revtew'

mv professional judgment' are of most

Ji" H;;;;t" no k"Y audit matters to

Uncertainty about Sustainability of Services

The Fund disbursed loans amounting to Kshs.70,29s.063 to traders in the year

,ils,ro;*.us!-"*rh#k;ruX'i-'Xtl"X;"1'11""'r",ii;;.ft"':"":",
vear. However, loans to

3l,i:";,'i;.:"1["'*"yn:fun"*'{: r",. H,*l, i:t::d,:::ti$#i*l
;5ffi;;";"i.; iuna N,t"n"g"'nent transferred an a

Report ofthe Autlitor-Oenerql on Kqkamego Countl Trade Loans Fundfor the year ended 30 June' 2020
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County Revenue Fund thereby substantially reducing the capital of the Fund. ln addition,
no documentary evidence of approval was provided to support the transfer of the funds.

ln the circumstances, the depletion of the revolving fund and high balances of non-
performing loans is an indication of the existence of a material uncertainty which may cast
a significant doubt on the Fund's ability to sustain its services.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

Lack of Approved Budget

During the year under review, the Fund Management did not prepare and submit budget
for approval by the County Assembly for its operations during the year under review
contrary to Regulation 16 of the Public Finance Management (The Kakamega County
Farm lnputs) Regulations, 20'18.

ln the circumstances, the Fund Management is was breach of the law.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 20'15, based on the audit
procedures performed, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whelher effective

Report olthe Auditor-Ceneral on Ka*amega Counly Trade Loans Fundfor the year ended 30 June, 2020
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Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund to cease operations.

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

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

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

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

processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report o/the Auditor-Generql on Kakqmega Counry,Trade Loons Fundfor the year endetl 30 June, 2020
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ln addition to the audit of the financial stalements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in

an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in

accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

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



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

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

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA Na

Nairobi

1'l February,2022

CBS

Report ofthe Auditor-General on Kqkamega Coun4'Trade Loans Funclfor the year ended 30 June, 2020
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Kakamega County Trade Loans Fund
Repo rts and Financial Statements
For the Period ended 30th June. 2020

t, 6. FINANCIAL STATEMENTS

6.I STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 301'H
JUNE 2020.

Revenue from non-exchange
transactions

Revenue from exchange transactions

Total reven ue

Expenses

Fund administration expenses

Staff costs

General expenses I 270.028 4,7 t8.790
Finance costs 7ls) r 0.893

Transfer to other Covemment Agency J 37,230.723

-T

Total expenses 37,507,903 4,729,683

Other gains/losses

Cain/loss on disposai ofassets

Su rplus/(deficit) for the period (37,507,903)
(4,729,6831

I

8l

I

I

I
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Kakamega Counfy Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June. 2020

6.2 STATEMENT OF FINANCIAL POSITION AS AT 3O-IH JUNE 2020.

The accounting policies and explanatory notes to these financial statements form an in al
of the financial statements. The entity's financial statements were approved on
2020 and signed by:

Fu d Accountant

rt
(-

tililiffi,iUil' tl,s",^"r'. k6b- Nanre:C?l-,(ALOVrr
- ICPeK h4*.ber Number: loq 10

Drtl r5 Nr,u{*{n1

I

I

I

Assets

Current asscts

Cash and cash equ ivalents { r 50, t40
Current loan repayments due 5 40.7 40.71I 40,890. 138

Total assets .10.890.851 78,398,754

Revolving Fund 40.890. r 38 83. r28.437

Reserves i7.508.6 r 6

Loss for the year (37.507,903)
(4.729.68i )

Total net assets and liabilities .10,890,851 78,398,75{

I

el

37,508.6t6



Kakamega Countv Trade Loans Fund
Reports and Financial Statements
For the Period ended JO'h June. 2020

I

6.3 STATEMENT OF CHANGES IN NET ASSETS AS AT 3OTH JUNE 2O2O

I

Balance as at I Julv 2018 78,398,75{ 78,398,754
Surplus/(deficit) for the period

Funds received during the year

Revaluation gain

Balance as at 30 .Iune 2019 78,J98,75{ 78,398,75.{

Balance as at I July 2019 78,398,75.1 78,398,754
Surplus/(defic it) for the period (3 7.507,903) (37,507.903)
Funds transferred during the
year

Revaluation gain
Reserves

Balance as at 30 June 2020 (37,s07,903)78.39{t.754 {0,890,851

l0 l I !.1, (

I
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June, 2020

6.4 STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3OT'H JUNE 2O2O

Receipts from other operating activities

Total Receipts

Proceeds from revolving fund recei ts

Interban k borrowings

Net cash flows used in financing activities I19.127
Net increase(decrease) in cash and cash

uivalents
Cash and cash uivalents as at I't .Iu 2019 36,8J5,716
Cash and cash equivalents as at 30t Junt'
202fi

The Cash flow statement has been prepared using direct rnethod

672.900

(,1.056.783)

36,835,7I6

I

I

Cash flows from operating activities
Receipts

Public contribut ions and donations
Transfers from the County Government
Interest received

Payments
Fund administration expenses

General expenses 270,028 4.718.790
Finance cost 7.152 I0.893
Transfer to other Government agency-CRF 37,230,723

Total Payments (37.s07,901) (4.729,683)

Net cash flows from operating ,ctivities 6 (37,s07,903) (4,729,683)

Cash flovys from investin
Purchase ol property, plant, equipment and

Proceeds from sale ofproperty, plant and

IlCI lre ments

activ ities

rrlan ible assets

UI rnent

Proceeds from loan

Loan disbursements paid out

Net cash flows used in investing activities
Cash flows from financing activities

672.900
Additional borrowings

(37,J58.J76)

41,565.399

ll I

150.1.r0

t

I

149.427
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June, 2020

6.5 STATEMENT OF COMPARISON OF BTIDGET AND ACTUAL AMOUNTS
FOR THE PERIOD ENDED 3OIh JUNE 2O2()

Public
contributions
and donations

Revenue KShs KShs KShs KShs KShs

Transf'ers fiom
County Govt.
Other income
Total income

Expenses
Fund
administration
expenses
Staff costs
Ceneral
expenses 270.028 (270.028)

Finance cost 7.152 (7,ts2)
Transfer to
CRF

(37.230,723)

Total
expenditure

37.230.723

(37,s07,903)

Surplus for
the period (37,s07,e0-1) 37,507,903

I

12 
1

I

l

37,507,903
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30rh June, 2020

7. STIMMARY OF SIGNIFICANT ACCOUNTING POLICIES

l. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with
Intemational Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the Fund.
The accounting policies have been consistently applied to all the years presented.

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

2. Adoption ofnew and revised standards

a) Relevant new standards and amendments to published standards effective for the
year ended 30 June 2016

b) New and amended standards and interpretations in issue but not yet effective in
the year ended 30 June 2016

IPSAS 40: Public
Sector
Combinations

Applicable: l't January 20I6:
The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only) Business combinations and
combinations arising tiom non-erchange transactions which are
covered purely under Public Sector combinations as amalgamarions.

I

13l

Standard Effective date and impact:

IPSAS 39
Employee
Benefits

Applicable: l't January 2016

The objective to issue IPSAS 39 was to create convergence to
changes in IAS l9 Employee benefits. The IPSASB needed to create
convergence of IPSAS 25 to the amendments done to IAS 19. The
main objective is to ensure accurate inlbrmation relating to pension
liabilities arising from the defined benefit scheme by doing away
with the corridor approach.

Standard I Effective date and impact:

I

I

c) Early adoption of standards

The entity has adopted any new or amended standards in year 201912020.
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Kakamega Counfy Trade Loans Fund
Reports and Financial Statements
For the Period ended 30(h June, 2020

SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES (CONTINUED)

3. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the efl'ective yield method. The effective yield discounts
estimated future cash receipts through the expected lif'e 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.

.1. Budget information

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the llnancial statements. The financial statements are prepared on 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 ofcomparison ofbudget and actual amounts.

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

A statement to reconcile tl.re actual amounts on a comparable basis included in the
slalement of comparison olbudget and actual amounts and the actuals as per the statement
of tinancial perfbrmance has been presented under section ofthese financial statements.

14 11,,:,
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Revenues from non-exchange transactions with other government entities are measured at
fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic
benefits or service potential related to the asset will flow to the entity and can be measured
reliably,

I
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June, 2020

I

SI.IMMARY OF SIGNIFICANT ACCOTINTING POLICIES (CONTINUED)

5. Property, plant and equipment

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

6. Intangible assets

7. Financialinstruments

Financial dssels

Inilial recognition and meosurement

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

Loans ond receivables

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

I

ts 
I

lntangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Intemally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or delicit in the period in which the expenditure is incurred.

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

I
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Kakamega Counry- Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June, 2020

I

SI-IMMARY OF SIGNIFICANT ACC'OT]NTING POLICIES (CONTINI-]ED)

Held-to-maturi4'

Non-derivative financial assets with fixed or determinable payments and fixed maturities
are classified as held to maturity when the Entity has the positive intention and ability to
hotd it to maturity. After initial measurement, held-to-maturity investments are measured
at amortized cost using the efl'ective interest method, less impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the eflective interest rate. The losses arising from impairment
are recognized in surplus or deficit.

I mpairment of fi nancial as se ts

The Entity assesses at each repoting date whether there is objective evidence that a
financial asset or a entity of financial assets is impaired. A financial asset or a entity of
financial assets is deemed to be impaired if, and onty if. there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition
of the asset (an incurred 'loss event') and that loss event has an impact on the estimated
future cash flows ofthe financial asset or the entity of financial assets that can be reliably
estimated. Evidence of impairment may include the following indicators:

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

; Default or delinquency in interest or principal payments

; The probability that debtors will enter bankuptcy or other financial reorganization

- Observable data indicates a measurable decrease in estimated future cash flows (e.g.

changes in arrears or economic conditions that correlate with defaults)

Financiol liabilities

Initial recognition ond meas uremenl

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at
fair value through surplus or deficit or loans and borrowings. as appropriate. The Entity
determines the classiiication of its llnancial liabilities a1 initial recognition.

All financial Iiabilities are recognized initially at fair value and, in the case of loans and
bonowings, plus directly anributable transaction costs.

Loans and borrowing

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

I
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Kakamega County Trade Loans Fund
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I

For the Period ended 30th Jun e ,20211

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

I

I
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June. 2020

SUMMARY OF SIGNIFICANT ACCOT]NTING POLICIES (CONTINUED)

8. Inventories

Costs incuned in bringing each product to its presenl location and conditions are
accounted for- as follows:

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

i Finished goods and work in progress: cost of direct materials and labor 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 ofinventory is measured at the lower of cost and
current replacemedt cost.

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

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

9. Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive)
as a result ofa past event. it is probable that an outllow 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 Entity expects some or all of a provision to be reimbursed. for example, under
an insurance contract. the reimbursernent is recognized as a separate asset only when the
reimbursernent is virnrally certain.

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

Contingent liabilities

fhe Entity does not recognize a contingent liability. but discloses Cerails of any
contingencies in the notes to the financial statentents. unless the possibitiry of an outflorv
ofresources embodying economic benelits or service potential is rerrlote.

ln 
I
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Inventory is measured at cost upon initial recognition. To the extenl that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost of
the inventory is its fair value at the date ofacquisition.

I
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I

SUMMARY OF SIGNI FICAN'T ACCOTINTING POLICIES (CONTINUED)

Contingent assets

The Entity 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 Entity 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 ofthe period in which the change occurs.

10. Nature and purpose of reserves

The Entity creates and maintains reserves in terms olspecific requirements.

ll. Changes in accoutrting policies and estimates

The Entity recognizes the eflects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

12. Employee benefits - Retirement benefit plans

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

Defined benefit plans are post-employment benefit plans other than 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 payments or
increased future contributions on proportional basis to all panicipating employers. The
contributions and lump sum payments reduce the post-employment benefit obligation.

13. Foreign currencv transactions

Transactions in fbreign currencies are initially accounted tbr at the ruling rate trf exchange
on the date of the transaction. Trade creditors or debtors denominated in foreign curency
are reported at the staternent of flnancial position reportirrg date by applying the exchange
rate on that date. Exchange differences arising from the settlement ofcreditors, or from the
reporting of creditors at rates different fiom those at u.hich they were initially recorded
during the period, are recognized as income or expenses in the period in which they arise.

rel' ..
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Kakamega Countl, Trade Loans Fund
Reports and Financial Statements
For the Period ended 30th June,2020

SUMMARY OF SIGNIFICANT ACCOLINTING POLICIES (CONTINUED)

14. Borrowing costs

Borrowing costs are capitalized against qualifying assels as part of property. plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is
being acquired or constructed and bonowings have been incuned. Capitalization ceases
when construction of the asset is complete. Further borrowing costs are charged to the
statement of fi nancial pertbrmance.

15. Related parties

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

16. 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 olthree months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of
Kenya and at various commercial banks at the end of the financial year. For the purposes
of these financial statements, cash and cash equivalents also include short term cash
imprests and advances to authorised public officers and/or institutions which were not
surrendered or accounted for at the end of the financial vear.

17. Comparative figures

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

18. Events after the reporting period

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

19. Ultimate and Holding Entity

The entity is a County Public Fund established by The Kakamega County small scale
'frade development l-und (Regulations 201 7) under the Minisrry of Trade. Industralisation
and Tourism. Its ultimate parent is the County Goverrunent of Kakamega.

20. Currency

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

20 llr: ,,
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Kakamega Countv Trade Loans Fund
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For the Period ended 30th June. 2020

STIMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

21. Significant judgments and sources of estimation uncertainfy

The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses. assets and liabilities, and the disclosure of contingent
Iiabilities, at the end olthe reporting period. However. uncertainty about these assumptions
and estimates could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in future periods.

Estimates and assumptions - The key assumptions conceming the future and other key
sources of 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 Entity based its assumptions and estimates on
parameters available when the consolidated financial statements were prepared. However,
existing circumstances and assumptions about future developments may change due to
market changes or circumstances arising beyond the control ol the Entiry. Such changes
are reflected in the assumptions when they occur. IPSAS 1.140.

Useful lives and residual values

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

The condition of the asset
based on the assessment ofexperts employed by the Entity

The nature of the
susceptibility and adaptability to changes in technology and processes

asset, rts

Prol isions

which the asset is deployed

Availability of iunding to
replace the asset

Changes in the market in

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure olthese estimates ofprovisions is included in Note xxx.

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

t
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The nature of the processes in

relation to the assel
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8. NOTES TO THE FINANCIAL STATEMENTS

l General ex enses

2. Finance costs

3. Transfer to other Government cnt

Training 129.800 L43 1.400
Boards .+0.400 1.288.400
Fuel and oil costs 80.000
Travel Cost 60.300
Catering 39.828 264.935
Supplies and accessories 3 1.200
Printing and stationery
Newspapers 29.1 60
Advertisement 262.740
Daily Subsistence 767,700
Maintenance of Motor
Vehicles 241.500

Telecommunication 150.000
General office supplies 60.000 1 1 1.455
Depreciation and
amortrzatlon costs
Other expenses-Payment
to mothers & CHVs
Total 270.02t1 4,718,790

Bank charges 7 ti? 10,893
Loan arrears Penalties
Total 7,152 r 0,893

221: , ",
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Kakamega County Trade Loans Fund
Reports and Financial Statements
For the Period enderl 30th .Iune, 2020

I 4. Cash and cash equivalents

Detailed analysis of the cash and cash equivalents are as follows

5. Reccivables from exchange transactions

6. Cash generated from operations

Surplus for the year
before tax

Adjusted for:

23 1l,

Fixed deposits account
On - call deposits
Current account-
operations 2.378 276.828
Fund account 147.762 37.23 1.788

Total cash and cash
equivalents

150.140 37,508,616

c) Current account
Kenya Commercial bank I 170346138 2.378
Kenya commercial bank I I 795361 l8 147.762
Sub- total I 50,l.l0

Grand total I 50, t.t0

Current Receivables
Other exchange debtors
Total Current
receivables

40.740.711

t0,740,71 I

40.890.138

-t0,8e0,1-38

I
I

Total receivables from
exchange transactions

10,7 40.,711 .10,890,138

37.507.903 (4.729.6831
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De rec Iat t()n

Interest income

7. Property, plant and equipment

Note

Kakamega Countv Trade I-oans Fund has not acquired its own assets

I

I

Gains/ [osses on
disposal of assets

Finance cost
Working Capital
ad.iustments
Increase in inventorv
Increase in receivables
Increase in payables

(-j7,s07,903) (1,729,683)

At l'( July 2019
Additions
Disposals
Transfers/adj ustments
Depreciation
Impairment
At 30'h June 2020

21 I .
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Net cash flow from
oDerating activities
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Kakamega Countv Trade Loans Fund
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For the Period ended 30th June, 2020

a)

b)
c)
d)

l. Related party balances

a) Nature of related party relationships

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

The County Govemment of Kakamega
County Covemment of Kakamega ministry of Trade. Industrialization and Tourism
Key managementl
Board Members

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

?

Preparation
of Financial
Statements
FY 20t7/18
on accrual
basis

Financial
statements
prepared on
accrual basis
and
resubmitted
1br Audit

Respective
accounting
ofllcer

Resolved I-'Y 2018/201e

Cash and
cash
equivalents

To do proper
reconciliations
for both
accounts

Respective
accounting
officer

i{esolved FY 2019t2020

I

I
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9. PROGRESS ON FOLLOW LIP OF ATIDITOR RECOMMENDATIONS

I

I
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