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1. Kcy llungom:r county tradc loan fund Information and Managcmcnt

a) llnckground information

Bungorna county trade developrnent Fund is established by and derives its authority and

accoiurtability trom tlie County'Irade Development Fund Regulation 2014'The Fund is wholly

owncd by the County Government of Iltrngoma and is domiciled in Kenya.

'l'he fund,s objective is to provide capacity building through training of the traders as well as

offer affordable credit facility to the MSMEs

b) l'rincipalActivitics

'fhe l.'und's principal activity is to offer affordable crcdit facilities to the Micro Srnall Medium

Ilnterprise *iro *o" large ly unable to access affordable crcdit facilities from the local and foreign

mainstrcam banks as weli as capacity build traders through offering the relevant short term

trainings

a) l'und Adnrinistration Committce

Chainnan of the Cornmittce I(eubcn Wambwa I
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Chairrnan

Fund Administrator2

credit assistantMichael Masinde

b) Kcy Managcmcnt

c) l'iduciary Ovcrsight Arrangcmcnts

Dircctorate Internal Audit

County Assembly committee

akokha Ilrian

Auditor Gcneral

d) tlcgistcrcd Officcs

P.O. Box 437-50200

Building/LIou selPlaza

Bungoma, KIINYA

c) Fund Contacts

Telephone : (25 4) 0 5 5 -3 03 43

E-mail : info@bungorna. go.ke

Website: www.bungoma.go.ke

f) Fund Ilankcrs

Equity Bank

P.O. Box 2450 - 50200

Bungoma, KenYa

i) IndcpcndcntAuditors

Auditor Gencral

Office of The Auditor General

Anniversary'Iowers, University Way

I'}.O. Box 30084

G. P. O 00100

IV

I Reuben Warnbwa

Sitati Stephen

3

I
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Year cndcd Jtrnc 30,2023

Nairobi, Kenya

j) Principal Lcgal Adviscr

'fhe Attorney Gcncral

State Law Officc

I Iarar.nbcc Avcnuc

l'.O. Box 401l2

City Squale 00200

Nairobi, Kenya
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2. Thc County Tradc Dcvclopmcnt Loan Committcc

with l0years experience in public service and private

sector. MSC in Business administration, BSC Bachelors

of applied business cornPuting

Executive Director and Chairperson of tho committee

Current Chief Officer DePt. of Tradc/energy/i ndustry1. Reubcn Wambwa

BCOM Finance oPtion CPA K Accountant Dept. of

Finance rcprescntative for the Chicf officer Irinance

2. Joseph Musungu

County AttorneY and Legal advisor to the countY

govemment

3. Amos Makokha

dministrator and sccretary to the

committce witli 10 years' Expericnce iu Sacco movctnent

and microfinance.

BCOM Finance .Fund A4. Sitati Stephen

'l'hc Fund 'l'rade loan committce as per the courrty trade loan rcgulation has 9 rnetnbers howcvcr

as at the tiprc of preseltation of tl"re financial statement thc comnrittec had only 4 metnbers.

Reason bcing the competitive process of recruitrnent and appointment of the committee had not

taken placc. 
-Appointment 

of tlic cornrnittee mernbers was halted due to the fact that the county

tradc loan r"gulation had lot yet beel passed by the county assembly for gazettement' we have

however finiihea the gazettemcnt proccss of the regulation and the process of recruiting both thc

county tradc loan committcc and ward committce is ongoing'

vl



Ilungoma County'l'radc Dcvclopmcnt Loan Fund
Ycar cndcd .Iune 30, 2023

Chair rsorl Reuben Wambwa

Secrc und Administrator Sitati Stc hen

Count Attorne Amos Makokha

Itc Chicf Iir.rancc CPA JO h Musun

Sccrctary( Ward Administrator) WARD I-EV]]I,

3. Managcmcnt'fcam

'l'he key filction of the management team is to oversee the day to day activitics of the fund as

well as:
. conduct civic education to promote the awareness and undemtanding of the operatiorm

of the lrund amongst stakeholders;
o provide capacity building to bcneficiarics to ensure the e ffcctivc usc tl.re funds borrowed

undel these Regulations
. develop framcwork that will ensure an open, transpatent and eft-rcicnt use of funds

borrowcd under thcse Regulations;
. conduct rescarch and gap analysis to enstuc continuous perfotrnauce improvernent ofthe

Fund;
. assist micro, snrall and rnediurn entcrprises , wherc the unit considers it necessary, to

design, i6cntity, sclect, prioritise, appraise, evalttate ancl negotiate investrnent

opporlunitics what will resuh in tnaxintum bcnefits;
. nraintain a record of all Fund documentation;
. assist the Mernber of the Executive Commitlcc in fonnulating guidelines and standard

documcntation rrcqtrircd undcl these Ilegulations
. Cany out such othcl ftmctions as lnay be conlcnrd on it

vll

45 WAITD ADMINISTRAI'ORS



Bungoma County'Irade Dcvclopment Loan Fund
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4. Fund Chairpcrson's llcport

The County trade development loan fund was established by Bungorua County Government upotl

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 ofknowledgc on loan

processes, lack of collateral issues and the bureaucracies involved

ih. funa was thus established for 2 main objectives capacity building of the loan bcneficiaries and

offering affordable credit to the traders without the stringent bank requirernents

Administration of thc fund
The fund is administered at 3 key units thus the County Board, Ward Committees, and Sccrctariat.

This has structure has howcver caused challenges in administering the fund in an effective and

efficient way in the loan management. 'fhis is due to thc fact that although the fund is domiciled

in trade it is being adminisGred by the ward administrators in the depattment of public

administration who are not directly under the department of trade and neither are they required to

report to the department oftrade. Thir fu"t has caused challenges especially during transfers ofthc

ward administrators due to poor handing over of documcnts and records of trade loan.

The key mandate of administerilg the fund is vestcd on thc Fund Adrninistrator wl'ro manages thc

day to iay activity of the fund and rcports quartcrly to thc county committee. 'fhe main task of the

administrator is to ensurc the fund is managed in prudcnt way and that the main objective of
establishing the fund is achieved. FIe is also tasked to ensure he submits timely rcpofls as rcquired

from time to time.
At the ward lcvel thc ward administrators arc thc secretarics to thc ward cornmittees taskcd with

the adrninistration of the funcl.'lheir nrain function is to issuance of loan forms. vctting of the loan

bcneficiaries as well as safcguarding the loan documcnts and kccping up to datc records of the

loan beneficiaries.

'fraining & CapacitY Building
Capacity'Uuitding is one of the [.cy objectivc of thc fund. We have thcrefore engaged the scrvices

of ihe 'Iiaincrs fio6r the Kelya Ir.rstitute of Busincss Training (KIIIT, Equity Ilank and the other

stakeholders in offcring elabtrate trainings to the traders in thc county. Wc have so far trained

more than 8000 bencficiarics frorn the cntire county and intend to do tnorc trainings in the next

financial year to capacity build both thc traders and loan bencficiaries. During the financial year

we wcre liowever unable to carry out trainings duc to budgctary constraints.

vltl

Loan Dcfault
Loan default is one of the key challenge of the fund specifically for loans issued in 2014.'Ihis was

contributed by thc poor loan vetting processes and appraisal of loan beneficiarics, lack ofproper

ftaining for both the vetling commiitce and the loan beneficiaries. Poor record kceping especially

at the ward levcl making the identification of thc loan defaulters very hard, constant political

ilterference thus leadilg to influence the committcc to issue loans to non-deserving beneliciaries

and also hampering the efforts for us to cnforcc the recovery ofthe loans

We are however working hard to rccover thcsc loans throngh constant follow up of defaulter's,

sensitization of the public on importance of loan repayment and engaging the guarantors to rccover

the payments. Irolitical involvement also played a key factor both in.the idcntification of thc loan

beneliciaries ancl follow up of defaultcrs since some of the bencficiaries are shieldcd by politicians
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lluman llcsourcc
The fun6 has a vcry lcal tcam of staff at the county levcl with only-the fund administrator and I

other clcrical staff, this nrakc the adrnir,istration of fund to be a challenge given the magnitude of

work involved in proccssing all tl.re loans in the loan management systcm, disburse loatls and also

do follow r,rp of the dcfaulte-rs. At thc ward levcl the committee has placed its key mandate on thc

ward Administrators and credit ofhccrs howcver these said off,rcers are frot].l the department of
public adrni,istratiol a1d F-inance rcspectively with other core responsibilities. This has rcndcred

thc ma'agemcnt of the fund at tl.re ward levcl to bc ineffcctive since the officcrs are not only

ir.rvolvccl ir.r aclministration of the fund thereforc not dircctly accountable to thc fund adrninistrator

or thc trade committee. We have howcver madc lequisition from the dircctoratc of human lesoutce

for additional staff who will be employees of tl.re fund at the sub county to cnsure efficiency

llcgulations
.1nc nrna opcratcs ur.rdcr thc County 'lrade Dcvelopmcnt Loan Fund establishcd in 20l4.We havc

howcver linaliscd the gazcttcment of revised rcgulation to ellsure thc fund is in compliance with

thc law. 
.l'his cxcrcise had earlier on stallcd cluc to lack of sufficient funds to undetlake the review

of thc regulatiol tl.-l.ough thc public participation and stakeholdcr's eugagement'

Signcd
Mr l{cubcn WanrbrYa
CI IAII{MAN COUNTY'f RADI] I)I]VEI-OPMIIN'| I,OAN FUNI)

making the enforcemcnt of loan recovcry very hard. We however hope that the gazettement of thc

r"gulaiions to establish a legal frarncwoik to enable partncrship with other financial organisations

wiil not only ilstil professio-nalism given the experience they have in management of similar funds

but will also ditfuse politics in the adrninistration of the fund'
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Planning and Budgctary Process
'Ihe bud[ct making process of the fund is in accordance with section 125 of the Public Finance

Managenrcnt Lct,2012. we prepare budget in accordance with the budget process making for

county govcnlments in any financial year which shall consist of the followillg stages-

(a)integrateddevelopmentplanningprocesswhichshallincludebotlrlongtermand
medium term Planning;
(b)rnakingoverallestimationoftlreFurrd,srevenuesarrdcxpcnditures;
(c) preparing budget estimates for the Fund and subrnitting estitratcs to tl.re county

'freasury for onward forwarding to Counfy Assembly;

(d) approving of the estimates by the County Assembly;

(e)enactirrgarrappropriationlawandanyotherlawsrcquircdtoimplementthe
County Government's budget;

({) implen,enting the Fund's budget; and

(g) accounting for and cvaluating, the Fund's budgeted rcvcnues and cxpcnditures'

During this financial year although we did budget and present our budgct estiurates to the cllcM
FinanJe a,d money allocated to thc fund we were unable to access thc appropriated funds since

we had not yet gazettedour regulations as a the close of the end of thc financial year making it

hard to p".for,riorr," of tt. L"i objectivcs of{re fund such as capacity building and provision of

affordable credit we t ur" t o*"ro rnanaged to gazcttee the regulation and requested for the

appropriated funds for this financial year .

Training & CnpacitY Building
Du.ing tt is nnanciat year we lv'ere not able to carry out thc trainings as.earlier planned' This was

maint| due to financial constrains since most of our trainings are carricd out at the ward level'

These trainings were informcd by the rcalization that more elaborate trainings on loan management

to both thc committee members vetting loans as well as the loan beneficiaries was needed'

Thesc trainings would enable loan bcneficiaries be cquipped with knowledge on loan management

& Record keeping, entreprencurship, credit managcment, markcting, costing and gencral financial

literacy to cnsure they are rnore informcd.

x

5. Rcport of Thc Fund Administrator

The County Trade Development Fund was established as a revolving fund, upon realization that a

majority ofthe County entrepreneurs could not access affordable crcdit facility from our local and

io."ign'mainstream banks due to high interest rates, cumbersome loan procedurcs and

dOcuinentation, lack of collateral to use is sccurity for the loans and lack of inlormation on how

to access tl're loans
The fund was therefore established with the objective of capacity building the MSMEs lhroug!
offering relevant trainings financial literacy, l'-,ntrepreneurship and loan managcment' The fund

uiro p.Iria". affordablelredit facilities through to traders through offering loans to them' These

was in order to help the MSMEs which were not able to access thc loans frorn Ilanks Sacco and

Microfinance in the village, to u"""., thcse funds by establishing a rcvolving fur.rd at each of the

45 wards to enable them access both the knowledge and funds
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Administration of thc Fund
'l'he fund is administered both at the county and ward levels. The key mandate of administering

the fund is vested on the fund administrator as per the PFM act who is to manage the day to day

activitics of the fund and quartcrly or frotn time to time issue rcport to the county tradc board to

ensure the regulations arc followed.
The adrninistiation of the fund has however had challenges both at the county level and the ward

duc to the lcal staff both at the department of trade and thc fund since the sccretariat only has 2

staff.
At rl.rc ward level we have l.rad challenges since althor.tgh the fund is dorniciled in trade thc

irnplemcnters are in public administration and finance.'lhis has provcn to be an ineffective system

sintc the said officcrs are fully engaged in other core activities ofthcir departmcnts and therefore

not fully dedicatcd to the fund this had then made it hard for them to effectivcly manage the fund

at the ward level.
Thcse has therefore led to increased loan defaulters, since the lean staff at thc sccretariat cannot bc

ablc to fglly follow up thc defaultcrs. We thercfore rcqucst the department to engagc thc relevant

authoritics to sccond morc officcrs to thc fund to help us cffectively managc the fund

Loan I)cfault: 'l'his still remains to be tl.rc biggest challengc of the fund specifically for loans

issuecl in 2014.This was contributed by the poor loan vctting proccsses and appraisal of loan

bencficiarics, lack of proper training for both the vetting committcc and the loan bencficiaries.

lroor rccord kccping cspccially at thc ward lcvcl making thc identification of thc loan defaulters

vcry hard, constant political interfcrencc thus lcading to influence the committee to issue loans to

non-deserving beneficiaries and also hampcring the efforts for us to enforcc the recovery of the

loans Wc arc however working hard to recover these loans through constant follow up of
defaultcr's, sensitization of the public on importance of loan repayment and engaging the

guarantors to rccover thc paymcnts. We however feel that tl.ris is not thc only solution to this

froblcm and thcrefore recornmend that a morc stakeholders engagcmcnt is donc to chat the future

tfthe fuld such as instituting lcgal action to be taken on the loan defaulters for loan recovery

Automation of thc loan managcmcnt
Thc fund has made good progress in addressing the challcnges in loan managemeDt tlrrough

procgrilg a 'lraders and Loan Manageurent Systern. This was inforrned by an urgent nccd to

genclate reports as well as ensurc we have sccurcd all our records.

We therefoic identified a system consultant to a help us develop loau management rnodule tailored

to fit our needs; we thel embarkcd on the collection of the data from all wards to enable us update

our data bcfore validation and migration of the same to the system. 1'his process has however taken

long givel thc magnitudc and sensitivity of work involved coupled with the lean team at the

sccrctariat.

xl

Over the ycars we have partncred fund wilh thc Kenya Institute of Bttsiuess Training (KIB'I) and

our bankcrs Equity in collaboration with the dcpartrnent of trade to do elaborate trainings this is in

ordcr to rccluce the cost of capacity building and still ensure there is effective training of thc

beneficiaries.
'l'l.ris was inforpred by the nced to do a more elaborate and continuous training for business people

in thc various lvarcls irrespcctive of whether they applied for a loan or not
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The automation exercise has since been completed with all the modules in place from Traders

management, [,oan Management where we have loan application, appraisal, approval,

disbursement, repayment aird generation of financial and dclinquency reports' We have also

already integratcd tire system *Ith tl'," Bank and Mpesa platform to help clients repay tl.rcir loaps

"onu"ni.ntl| 
and also help us safe guard our data in order to generate timely reports'

The systern has however .rot yet bJen rolled out to all the wards as earlicr intended although the

personnel werc trained due to lack of the infrastructural support at the various ward offices'

buring this financial year we started the exercise of data validation to ensure thc integrity of the

data we have however not been able to fully cornplete the exercise in all the 45 wards due to

constraint in finances, lean staff and the political environment as we couldn't follow up on the loan

beneficiarics but we do hope at thc cnd of the exercisc to havc wcll reconciled figure as that

support the loan portfolio for the fund
'lhe fund has also had challenges in payment of thc annual software assurance leading to constant

system brcak down and faihire of'thl integration process with MPESA & Bank making the

reconciliation of the data a challenge, *. ho*"u.. hope the that going forward this will be

budgetcd for and payment made in good tirne.

llccommenrlations and opportunity for improvcmcnt

. 'l'he rranagemcnt should review the gcneral opelation of the Jund to ensurc an effcctive

systemisputinplacewithofficerswhowillbcfullycommittedtotlrefundandreport
directly to the administrator

. Thc managemcnt should adopt an appropriate rccoursc to ensure that thc funds in default

are rccovered through more stringent ffieasures

. 'l'he lraragenlent siould sanction thc individuals that arc deliberately in default or takc

lcgal action against them
. Need for us to ephanced scrutiny while vetting loan of loan applicants to ensurc only

genuinc bencficiaries are given loans

. propcr rccords managcme.it at the wards level to ensurc the credible data is in place through

propcr handing over procedures by the ward administrators

. Thc Fund should d",r"lop a risk registcr and put in place effective stratcgies for rnanaging

the cmbcddcd risks
. 'lhe Fund should carry out ageilg analysis ofdebts so as to effcctivcly manage thc debts

diffcrcntiallY
. Need to diversify the loan product to ensure it covers a wide sector with tailored products

totneetallthemarketdenrands.E'gAsset/commodityfinancing,Agribusincss
. There is nced to diversify the funds sources of incorne and not only rely on exchcquer

releascs
. 'fhe Fund should enhance education of loan applicants to cnhauce vohurtary repaylllents

and clcar loan understanding of consequenccs of lou,, default to both the fund and thcrn as

individuals

Signcd:
SITATI STEI'IIEN
FUND ADMINIS'TIIATOR

xll
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6. Statcmcnt of Pcrformancc Against the County Fund's Prcdctcrmincd Objcctivcs

Introtluction

Scction 164 (2) (f of the Public Finance Managcment r\ct, 2012 requires that, at thc cnd of

each financial ycar, tl.rc Fund Admir.ristrator when preparing financial statcntcnts of each

County Govcrnment Entity Governmcnt cntitics in accordance with the standards and formats

prcscribcd by the lrublic Scctor Accounting Standards Iloard includes a statcment ofthe county

govcnlment entity's performance against prcdeteunined objectives.

l'hc key devcloprnent objectives of Bungoma County (iovcrnment 'frade Dcveloprnent Loan

Iund

a) Providc Acccss to the affordablc crcdit facilitics-'I'he fund has a loan portfolio of

Ksh 118,737,863 disbursed to more than 4,000 beneficiaries, and revolved Ksh

89,094,316. During thc ycar wc did budget for I(sh 25,000,000 that was to be disburscd

as loans to traders did not absorb the funds as we werc

We however linkcd the beneficiarics to other government lending institutions such as

won'ren fgnd uwezo and youth entcrprise fund as well as other comurercial lending

institulions olfcring various subsidized credit facilitics

Cnpacity Iluikling - is one of the kcy objcctive of the fund. We have thus partnercd

elgaged the services of the Trainers from the Kcnya Institute of Busincss Training

(lgllT, I3quity llank and the other stakcholders in offering elaborate trainings to the

lraders in the county. Wc have so far trained more than 1000 beneficiaries from thc

cntire county and intend to do more trainings in the next financial year to capacity build

both the traders and loan beneficiarics.

During the year wc did not have physical trainings due to lack ofbudgetary allocation

and poor loan r.epayments. we howcver did virtual trainings in collaboration with thc

other stakeholdels like equity bank and chamber of conrtnerce to ofler continuous

training activities to the traders on book kceping, costing, marketing and financial

literacy

b)

xlll
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Below we provide the progress on attaining the stated objectives:

No of entrepreneurs

undertaking the

trainings and

scminars

Incrcased number of

entrepreneurs accessing

knowledge and skills on

financial literacY in the

County

To offcr financial

literacy and othcr

relevant training for

MSMEs on

entreprcneurslriP &

Loan Management

Capacity Building

Pcrforrnancc

ln the l:Y 22123 wc did

not disbursc any

finances we howevcr

linked several

busincsscs to financial

institutions offering

covid funds.

Indicator

No of cntrcprcncurs

accessing

affordable credit

services

Outcomc

tncrcascd no of

businesses ImProvcd

living standards ofthe

tradcrs as wcll Growth

of MSMEs doing

businesses

Objectivc

To of Offcr Acccss

to affordablc crcdit

facilitics to traders

within thc county

Prograrn 2

Loan Disburscment

xlv

(

ln FY 22D3 we

increased no of

entrcpreneurs atlending

trainings and seminars

this was mainlY online

due to Covid pandemic
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7. Corporatc Governancc Statcment

The llungoma County'I'rade Developmcnt l.oarrs Fund was cstablishcd as a rcvolviDg fund to be

domicilcd in the department of 'I'rade Encrgy and industrialization

Objectivcs of the Funct-'lhe object and the purpose of the Fund shall be to:

(aj To facilitate access to affordable credit to micro, small and mediunr scale entrcprcneurs;

(b) Capacity build through training of Micro, Small & Mcdium Enlrepreneurs and nurture

thc culture of borrowing and prompt loan

Thc managcmcnt structurc of thc fund

T6e fund is adnrinistered at 3 distinct levels as pcr the regulation the 3 threc Levels arc

) the County'Iiade Dcvelopmcnt Loan lrund I]oard
F -l he Fund unit or sccretariat at the county head quarlers

F The ward comnrittees(Ward Administralors, Credit officers & representatives from

business community

I,lsttblishrncnt of thc llungoma County 'fradc l)cvclopmcnt Loaus Fund Iloard

(1) 1'hcrc is establishcd a Comrnittcc to be known iu thc Btrngoma County'frade Dcvclopment

Loans l"und Cornmittce which shall consist ol -

. 'I'he County Chief Ofllccr in thc Courrty deparlrnent fol tl.re tirne being

respor.rsible for matters relating to tradc who shall bc the Chairpcrson;

o 'l'hc Coultty Chicf Officcr in thc County dcpartrncut for thc time being rcsponsiblc

for finattcc or a representative appointcd in lvriting;
. 'l'hc County Attorncy in the county or a represcntativc appointed in wliting;
. Irive pcl.sons, not being public olficers, who shall bc appointed by thc Mcrnbcr of

t5e Exccutive Comrnittce tluough a compctitive and trausparettt recruitmeut

plocess; and
. 'l'he lrund Administrator appointcd under I{cgulation 14, who shall be the

sccretaly to the Board

Functions of thc County Tradc Devclopmcnt loan colnmittcc

f'he functions of 1he board are to : -
. formulate policies rclating to tl.re Fund including crcdit policy;
. aclvisc Ilungonra Courrty (iovcrnurent on thc structttrc and operations of the Fund;

. establisl'r uniform standards for tl.re operations of thc fund;
r administcr thc propcrty and funds ofthc Fund in such a manner and for such purposc as

shall promote the ftrnctions of the F'und;

. urobilize resourccs for the enhanccnrcnt of lhe Fund's mandatc;

. partncr with othcr govenlmcnts lor purposcs of creating coopcratiott and partnership in

thc managctncnt of the Fund;
. kcep disaggregatcd data by sex, age, region and other rclevant regulations;

r undertakc pcriodic rcview ofthe legal frarnework;
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o formulate training, development and capacity building programmes for its employees;

. ensure cornpliance withinihe Fund operatiolls, sound financial management regulation;

. provide where necessary management support services to eligible persolls;

o protect the long term viability of the Fund;

. collaborate with rglevant institutions so as to promote access to credit and other financial

services;
. monitor and evaluate the performance of the Fund; and

. perform any other functions assigned to it under this Regulations or arly other w'ittcn law'

Composition of thc unit

Thc unit shall consist of: -

. a Fund Administrator and

. Such staff as the Comnitlee may consider llecessary for the performance of the

functions of the unit urder these Regulations'

(2) In the performance of its functions the unit shall : -

. conduct civic education to promote thc awarcness and understanding of the operations

of the Iund amongst stakeholders;
. provide capacity b-uilding to beneficiaries to ensure the effective use the funds borrowed

under these Regulations 
I efficient use of [u,ds. develop framework that will ensure an open, fansparcnt anc

borrowed undcr these Ilegulations;
. conduct research and gap Lalysis to ensul.e contiuuous pcrfonnance improvcnrent of the

Fund;
. assist micro, slrall ald me6ium enterprises, whcre thc unit cousidcrs it ncccssary, to

design,identify'select,prioritise,appraise,-evaluateandnegotiatcinvestnretlt
opporrunities what will result in maxitnurn benefits;

. maintain a record of all Fund documentation;

. assist the Mernber of the Executive Committce in fonnulating guidelines and standard

documentation required under these Regulations
. Cary out such othlr {irnctions as may be conftrrcd on it by the Membcr of the Executive

Comrnittee and these Regulations.

(3) The unit shall prcpare financial accounts and an inventory of any monies allocated to it, any

financial support received by it and any success fees received by it from a private pally or

project 
"o*puty 

as the case may be, under these Regulations'

Establishmcnt of Ward Cornmittccs

there is established for each ward a ward comn,ittee which shall consist of;

o Ward Administrator who shall be thc secretary to the committee and such other

staff as may be appointed by chief officer tradc

The key functions of the ward corntnittecs is

F Issue loau to the aPPlicants

! Appraisal of the loan aPPlicants

) Record keePing ofthe aPPlicants

) Receipting brin" loan r"iayrnents & Follow up of thc loan dcfaulters

xvl
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8. Managcmcnt Discussion and Analysis

Portfolio of the Fund
'lhe loan portfolio of thc ftind is therefore Kshs 1 I 8, 737 , 863 from the cxchcqucr rclcases. We

were lrowever unable to get any funding from the FY 201112018 to date

Amount disburscd
Thc fund disbursed an initial sec<l capital of Ifths 96,293,677 as l't and 2nd Disburscments to all

the Wards to 4,115 bencficiaries in the month of July 2014 and April 2015 for first and sccond

disbulscmcr.rt respcctively as tabulate

AMOUNT I)ISBUTTSEI)

48,s78,000.00

47 715,677.00

4l ls 96,293,677.00

Anrount Ilevolved

We havc so far revolved Ksh89, 094,316 from July 2015 to Junc 2019 to 3,486 beneficiaries.'Ihc
tabulation of the ar.nount revolvcd is as below:

NO OF I}IINIiFICIAIUESNO OF WAIIDSI)ISI}UI{SI'MIiN'I'
198945

452
't'o'I'Al,

REVOLVING NO OFW.ARDS NO OF BENEFICIARIES -.\}IOUNT RE\/OL\TD

FIRST t7 519 I1.167.456.00

SECO\D l0 237 -s.12-s.000.00

THIRD t2 +JJ 10.274.700.00

FOURTH 16 192 I1.077.000.00

ll 279 5-655.000.00

SIXTH l5 JJD 8. 143.160.00

SE\ENTH ) JIJ 8.55_s.000.00

EIGHTH 7 45 2. l4-s.000.00

NINETH l0 97 4.620.000.00

TENTH ,) 36 r.57_s.000.00

ELE\,ENTH 4l 1.510.000.00

163 4.7-s5.000.00

THIRTEENTH _s9 2.17-5.000.00

FORTEENTH 7 9-s 2.210.000.00

FIFTHEENTH ll 53 1.610.000.00

SIXTEENTH ) ) 240.000.00

SE\'T,NTEENTH I 109 2.297.000.00

EIGHTEENTH -5 4l 1.390.000.00

NINETEENTH l2 30 1.000.000.00

T\[ENTIETH 5 s30.000.00

T\AENTI'FIRST l4 69 2.350.000.00

3486 s9-094.316.00

xv
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Loan Dcfault: The fund has had high default specifically for loans issucd in 2014.1'his was

contributed by the poor loan vetting processes and appraisal of loan bencftciaries, lack ofproper

training for both the vetting comrniti"e and the loan beneficiaries- Poor record keeping making the

identifrcation of the loan defaulters very hard, constant political interference thus leading to

influence the committee to issue loans to non-dcserving beneficiaries

During the year there was a steady drop in loan repaymcnt duc to the covid pandelnic which led

to the closure of various business enterprises

We are however workilg hard to.""ou., these loans through constant follow up of defaulters. We

however feel that this is not the only solution to this problem and therefore recommend legal action

on .We have however madc tremendous impact as evidenced by the amount rccovcred and

rrvolved in loan recovery since inception

ngoma County Tradc Dcvclopmcnt Loan Fund
cndcd June 30..2023

SITATI M.STEI'IIITN
FUND ADMINISTRATOR

\ -' l.l

i. t: ,l

:l)-'f,Signcd:

xvlll
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9. Itcport of thc County Tradc Loan Committcc

Thc Committce subnrit their rcport together with the auditcd financial statements for the Year

llndc<l June 30,2023,which show thc state of thc Fund affairs'

9.1 I'rincipal activitics

'l'he principal activities of the Fund ar-c

. Capacity build traders through training and mentoring thern

. Provisiou of affordablc credit to thc MSMIIs

9.2 Pcrformancc

'l'he pcrforrnance of thc Fund for thc Year Endcd June 30,2023, are sct out on page 22-38

9.3 Committcc
'l'lrere mcmbcrs of the 'frade I-oan Conrmittee who scrved during 1he ycar are shown on page 2-

Therc werc howevcr no members from the public sincc all the committcc mcmbcrs had servcd 2

terms as stipulatcd in the county tradc regulation and an extension of lyear

9.4 Auditors
-I'he Auditor Gcneral is rcsponsible for thc statutory audit of thc Irund in accordance with Article

229 of rltc Colstiturion of Kcnya and the l'ublic Audit Act 2015. OR Ccrtified Public Accountants

were norninatcd by thc Auditor General to carry out thc audit of thc Counly Ti'ade developnten!

Loan Funtl lor the yeary'pcr.iod endecl Junc 30, 2023 inaccordancc to sectiou 23 of the l']ublic Audit

Act, 201 5 which e npowers the Auditor General to appoint an auditor to audit on his bchalfl.

By Ordcr o[the lJoard

Sign:

Namc {4a (/t b@0L

Chair of thc Fund Administration Committee

Date: t,?ltt-[ aott3

xlx
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10. Statcmcnt of Managcmcnt's Rcsponsibilitics

Section 167 of the Public Filance Managcment Act,2}lzrequires that, at the end of cach financial

year, the Administrator of a County Public Fund established by County Trade Devclopment I-oan

Fund Rcgulations,20l5 shall prepare financial staternents for the Fund in accordancc with the

standards and fonnats prescribed by the Public Sector Accounting Standards Board.

The Administrator of the County Public Fund is responsible for the preparation and prcscntation of

the Fund,s finapcial statements, which give a true and fair view of the statc of affairs of the Fund lbr

and as at the end of the financial year cndcd on June 30, 2023. this rcsponsibility includes:

(i)maintaining adequate financial management arangemcnts and ensuring that these continue to be

effective thr.oughout the repofling period; (ii) maintaining proper accounting rccords, which disclose

with rcasonable accuracy at any tirne thc financial position of the fund; (iii)Dcsigning, implcmcnting

and maintaining internal controls relevant to the prcparation and fair presentation of thc financial

statements, apd cnsuring that they are frcc fiorn matcrial misstatemenls, whcther duc to error or

fraud; (iv)Safcguarding the asscts of thc fund; (v)Selecting and applying appropriatc accounting

policies; and (vi)Making accounting estimates that arc reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial

statcments, whicl.r have been prepared using appropriate accounting policies supportcd by

rcasonable and prudcnt judgements and estimates, in confonnity with International Public Sector

Accounting Standards gPSAS), and in the manner required by the l']FM Act,20l2 and Cour,ty'l'radc

Development Fund 2015. Thc Administrator of the Fund is of the opinion that the Fund's financial

statements give a true and fair view of the state of Fund's transactions during the financial year

ended June 30,2021, and ofthe liund's financial position as at that date.

Thc Administrator further confirm the completeness of the accounting records maintaincd for the

Fund, which havc been relied upon in thc preparation of the Fund's financial slatements as wcll as

thc adequacy of the systems of intemal financial control.

In preparing the financial statements, the Administrator of the County Public Irund has assessed the

Fund,s ability to coptinue as a going concern and disclosed, as applicable, matters relatirrg to the usc

ofgoing concem basis ofpreparation ofthc financial statemcnts'
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NotSing has comc to thc attcntion of thc Administrator to indicate that the lrund will not remain a

going concern for at least thc next twelve months fi'om the datc of this statement'

Approval of the financial statcmcnts

'I'he Bungoma county'fradc Developmcnt I-oall [und financial statcments were applovcd by the

Board on ,a'^11' ,. ,., t,, 2023 and signed on its behalfbY:

i

Atlministratrlr of thc County Public Fund

xxl
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Telepfrone: + r54-(ro) J2 r4ooo
E.nraif : info@oagkenya.go.ke
web$te: www. oagke nya.go. ke

REPUBLIC OF KENYA

OFFICE OF THE AUDIIOR-GEI{ERAL

f.nhun, ing 1,, tturttuhilitt

HEADqUARTERS

REPORT OF THE AUDITOR.GENERAL ON BUNGOMA COUNW TRADE
DEVELOPMENT LOANS FUND FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

I 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.

Qualified Opinion

I have audited the accompanying financial statements of Bungoma County Trade
Development Loans Fund set out on pages 1 to 27, which comprise of the statement of

Reporl of the Auditor-Ceneral on Bungoma County Trade Development Loans Fundfor the year ended 30 June, 2023

B. Report on 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 Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal 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, the risk
management environment and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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, 201 5. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS



financial position as at 30 June, 2023 and the statement of financial performance,
statement of changbs in net assets, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained allthe information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Bungoma County Trade Development Loans Fund as
at 30 June, 2023 and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and comply with the Public Finance Managemenl Ac| 2012, and the Bungoma
County Trade Development Loans Fund Regulations, 2014.

Basis for Qualified Opinion

1. Undisclosed MaterialUncertainty Relating to Going Concern

The statement of financial position reflects a balance of Kshs.115,413,669 in respect of
current portion of long-term receivables from exchange transactions arising from loan
disbursements to beneficiaries since 2014 when the Fund was established. However,
review of the documents provided for audit revealed that the last time loans were issued
was in 2019. At that time, there were outstanding loans amounting to Kshs.104,189,595,
which were expected to have been repaid by the end of 2020. This indicates that the Fund
is not in a position to disburse new loans and that there are challenges in effecting
recoveries. This has not been disclosed in the financial statements.

ln the circumstances, continued sustainability of the Fund was doubtful

2. Variances in Cash and Cash Equivalents

The statement of financial position and Note 4 to the financial statements reflects a
balance of Kshs.3,180,243 in respect of cash and cash equivalents which includes a
balance of Kshs.2,836,403 held in the Fund's collection account. However, the balance
of Kshs.2,836,403 is at variance with the balance of Kshs.3,081,182 reflected in the cash
book resulting in an unreconciled variance of Kshs.244,779.

Further, as disclosed in Note 4, the Fund's operations account reflects a balance of
Kshs.3,123 which was at variance with the balance of Kshs.4,203 in the bank
reconciliation statement for the month of June, 2023 resulting in an unexplained variance
of Kshs.1,080.

ln the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.3,180,243 could not be confirmed.

Report ofthe Audilor-General on Bungoma County Trade Development Loans Fundfor the year ended 30 June, 2023
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3. Current Portion of Long-Term Receivables from Exchange Transactions

3.1 Unsupported Receivables Balance

The statement of financial position and Note 5 to the financial statements reflects a
balance of Kshs.1 15,413,669 in respect of current portion of long term receivables from
exchange transactions which comprises of Kshs.13,864,148 and Kshs.101,549,521
relating to interest receivable and current loan repayments due respectively. However,
loan repayment schedules were not provided to support the balance.

ln addition, and again as reported in the previous year's report, analysis of the list of
defaulters revealed that one hundred eighty- eight (188) defaulters are staff of the County
Executive of Bungoma who, collectively, were in arrears amounting to Kshs.4,728,004.
No explanation was provided for the failure to recover these loans from the staff of the
County Executive.

ln the circumstances, the fair valuation and recoverability of the current portion of long-
term receivables balance of Kshs.115,413,669 could not be confirmed.

3.2 Variances in Loan Recoveries

As reported in the previous year's report, the statement of financial position reflects a
balance of Kshs.115,413,669 in respect of current portion of long-term receivables from
exchange transactions and a comparative balance of Kshs.115,679,790. The difference
of Kshs.266,121 represents loan recoveries during the year under review. However, the
statement of cash flows reflects loan recoveries of Kshs.252,815 resulting in an
unexplained variance of Kshs.1 3,306.

ln the circumstances, the accuracy of the loan recoveries amount during the year under
review could not be confirmed.

3. lnaccuracy in the Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects, under transfers from
County Government, final budget and actual on comparable basis amounts of
Kshs.25,000,000 and nil respectively, with a nil difference instead of Kshs.25,000,000.
Similarly, the statement reflects, under total income, final budget and actual on
comparable basis amounts of Kshs.25,117,500 and Kshs.13,306 respectively, with a
difference of Kshs.104,194 instead of Kshs.25,104,194.

ln the circumstances, the accuracy and completeness of the statement of comparison of
budget and actual amounts could not been confirmed.

4. Assets

4.1 Property, Plant and Equipment

As reported in the previous year, the statement of financial position does not reflect an
item in'respect of property, plant and equipment. However, Note 64 to the financial

Report of the Auditor-General on Bungoma County Trade Development Loans Fundfor the year ended 30 June, 2023
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statements reflects an item of property, plant and equipment which relates to ICT
equipment and which have been fully depreciated. No explanation was provided on the
omission of the item in the statement of financial position and why the assets have not
been revalued to give them new values since they are still being used by the Fund. ln
addition, ownership documents for the assets were not provided for audit review.

Further, although Management explained that the assets were acquired by the County
Executive of Bungoma through the Department of Trade in201812019 and have remained
with the Department to date, it was not explained why the assets are being reflected in
the financial statements of the Fund instead of financial statements of the County
Executive.

ln addition, the balance was not supported by a fixed assets register showing details
relating to: the nature or type of asset, date of acquisition, cost, supplier, unique
identification number, current value, current location, user, accumulated depreciation and
net book values.

ln the circumstances, the accuracy, completeness, ownership and fair valuation of the
ICT assets could not be confirmed.

4.2 !ntangible Assets

As previously reported, the statement of financial position, and as disclosed in Note 6B
to the financial statements, reflects an intangible assets balance of Kshs.8,484,228.
However, although Management has indicated that the assets were acquired in
201812019 by the County Executive through the Department of Trade, it was not
explained why the assets are reflected in the financial statements of the Fund instead of
financial statements of the County Executive.

ln the circumstances, the accuracy, completeness and ownership status of the intangible
assets balance of Kshs.8,484,228 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Bungoma County Trade Development
Loans Fund Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final total revenue
budget and actual on comparable basis amounts of Kshs.25,117,500 and Kshs.13,306
respectively, resulting to under-funding of Kshs.25,104,194 or 100% of the budget.
Similarly, the statement reflects actual expenditure of Kshs.511,500 against approved

Report of the Auditor-General on Bungoma County Trade Development Loans Fundfor the year ended 30 June, 2023
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budget of Kshs.25,117,500 resulting to under-performance of Kshs.24,060,000 or 98%
of the budget.

The under-funding and under-performance 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 judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year Matters

ln the audit report of the previous year, a number of issues were raised under Report on
the Financial Statements and Report on LaMulness and Effectiveness in Use of Public
Resources. However, Management has not disclosed all the issues under progress on
follow up of prior year auditor's recommendations. Further, for the five (5) issues which
have been disclosed in the section and which have been indicated as resolved, no
explanation or evidence has been provided to show how the issues have been resolved.

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 LaMulness 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 lawfully and in an effective way.

Basis for Conclusion

Lack of Budget for the Fund

During the year under review, Management did not provide a budget for the Fund to
support the balances in the statement of comparison of budget and actual amounts.
Consequently, the source of the balances reflected in the statement of comparison of
budget and actual amounts could not be confirmed. This was contrary to Section
149(2Xh) of the Public Finance Managemenl Act, 2012, which requires an Accounting
Officer to prepare a budget for the entity he/she is in charge of.

ln the circumstances, Management was in breach of the law

Report of the Auditor-General on Bungoma County Trade Development Loarc Fundfor the year ended 30 June, 2023
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The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply witlr 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.

Conclusion

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

Responsibilities of Management and those Charged with Governance

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

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

Report of the Auditor-General on Bungoma County Trade Development Loans Fundfor the year ended j0 June, 2023
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

As required by Section 7(1)(a) of the Public Audit Act, 2015, 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.



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

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions

of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with 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 statement.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal control, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in comptiance 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 controls 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 controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund's policies and procedures may deteriorate.

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

Report ofthe Auditor-General on Bungoma County Trade Development Loans Fundfor the year ended 30 June, 2023
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a

a

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perfo','m 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 Management.

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

FCPA S

Nairobi

Report of the Audilor-General on Bungoma County Trade Development Loans Fund for the year ended i0 June, 2023
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llungoma Cou
Annual llcpor

nty Tradc l)cvclopment Loan Fund
t and Financial Statements for the ycar cndcd .Iunc 30, 2023

(l'he notes set oltt on pages I to 2l form an integral part of these liinancial Statements)

t.

Name: ,: ., , ,, ,r--i'ii-..j

Administrator of thc Fund

Name: i... '. , ,

Fund Accountant

ICPAK Member Number:

Interest inconre I I 17,500

Totalreve nue 117,500

Ex cnscs

Use ofGoods 2 5l 1,500 7l 8,900

De reciataion J 297,297

Tota lc x nsc s 5l1,500 1,,016,197

Surplus/( de ficitXortheperiod 898,697

12. Stntemcnt of f inancial Pcrform:rncc for Thc Ycar Endcd 30th Junc 2023

Rcvc nucfromcxchangc t ransactions

5l1,500

1



Bungoma County'fradc Dcvclopnrcnt Loan Fund

Year endcd June 30, 2023

Asscts

Currcnt asscts
3,425,6224 2,839,526

Cashandcashequi valents

115,679,790115,413,6695ctifi'o llsonsatIaal)CS lll exchll'ltcr bao0n f gcCurrent porti
I19,105,412195ll8 253

Non-current assets
8 484 286Bble assets

288,4848 484,228Totll asscts
127,589,640

Net assets

119,490,287
FundRevolvi

9,099,3537 247 r36
Accurnulated sur lus

127,589 640126,737,423Total net assets and liabilitics

13. Statement of Financial Position as at 30 Junc 2023

The accourl
ofthe finan
and signed by

Namc: ,.' .. ,j .t,..:';,,:.^;
Administrator of the Fund

Namc: i

ting policies and explanatory notes to these financial statements f9:li1n integral part

cial statements. The entity dnancial statements were approved on l r- I i;r I Z0Z3

1l
i:.-'- t,l

Fund Accountant
ICPAK Member Number: .' ,' '

2

.r.::. -",ilil : i I(SILi ,

long rccci

8,484,228

126,737,423

119,490,287



Ilungoma County Tradc Dcvclopnrcnt [,oan Fund
Annual llcport and l-inancial Statcments for the ycar cntlcd Junc 30, 2023

128,488,338.008,998 05 r.00119,490,287llalancc as at I July 2021
898,698.00ri98,698.00Deficit for tlrc pcriod

Prior year adiustments
127,589,640.008,099,353.00119,490,287Ilalanccas at 30 Junc 2022

127,589,6411.00{1,099,353.00119,,490,287I]:rlancc as nt I July 2022
511,500.005lDeficit for thc pcriod
340,7t7.00340,717.00Prior ycar adiutments
126,737,4237,247.,136119,490,287llalanccasat30 Junc 2023

14. Statcmcnt of Changcs in Nct Assets for thc ycar cndcd 30tl' Junc 2023

The prior year adjustntent refers to erroneous balance carried forward for the Mpesa working

Account reflected in the cash and cash equivalenls.

/.1

tNanre: J}i '..,'r , ,:'r,:-..:';;i....;-i
Administrator of the Fund

Namc:

Fund Accountant
ICPAK Membcr Numbcr: '"j

3

lt



Ilungoma County l'rade l)cvclopment Loan Fund
Annual Rcp ort and Financial Statcmcnts for thc year cnded Junc 30, 2023

15. Statcmcnt of Cash Flows For The Year Endcd 30 Junc 2023

activiticsCashflorvsfntnto TA

llccci s
l0 143.00l3 306.009Interest reccivable
10,143.00r3J06.00Total llccci

l>a nrc nls
.,

c ofGoods
708,757.00498 194.00Nc tcashflorvs fitmo c l:rtin nctivitics

activiticsh florvs fi'oln invcsti
7tncDtsProceeds frorn loan lC l al rc

202,864.0015.00252tiviticsNc tcashllorvsusc dininvcsti

ctivil icsCashflorvsfromlinancin
Nctcashfl owsusc dinfi nancin activitics

245 3'79.00Nctincrcasc/ dccrcasc irrcashandcash c uivale uts
515.003 931J 084 905.00Cash and cash e uivalents at I Jul 2022

3,425,622.00.,
{t39,526.00Cash and cash c uivatc nts at 30th June 2023

uivalents at I Jul 2 rvas arlivcd at as follolvsCash and cash 202
J 425 622.00Cash and cash c uivalents at I Jul 2022

340,717 .00
PRIOR YEAR AI)J TJSl'MENl' Rcfcr to Statclncnt of C s in Net Asscts

3,084,905.00ADJUSTF,D I]AI,ANCE AS AS AI- 3OTI-I JUNE 2022

I !.r

Namc::!i ),,r., i 5;i..;,,,i:.i,i
Administrator of the Fund

Name: \

Fund Accountant

ICPAK Mcmbcr Number: ' i '

4

7l 8,900.005l1,500.00

202,864.00252,81 5.00

505,893.00



Bungoma County Trad
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e Development Loan Fund
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1.6. Statement of Comparison of Budget And Actual Amounts For The Period

Budget notes

Although on the originql budget we were allocated K.th 25,000,00 we were unable to absorb funds budgeted during th-e-financial

yea, die to delay in gazettemint of the regulations we hwe however gazetted the regulations and do hope for release offunds from
'the 

exchequer. ihu ritrrurt income also ieclined due to de\ay in release of the funds meaning we were able to disburse loans thus

leading ti steady decrease in the interest income since we could not get the 5% administrativefee charged on loans as processing

fee offrom the loan reqaYments

The variance between the total of actual on comparable basis does not tie to the statement offinancial performance totals due to

differences in accounting basis (iudget is cash basis; statement of/inancial perforntance is accrual)

I

2

.0 rii inrilbiiilii't r,ii' ,rGtuir,,6i,;, iFilaIhudcLt :l; :

---+-: Irrll lr'll
16lu

Revenue I$hs I$lx I$hs I$lu

Trarsfers from Co Govt. 25,000,000 25.000.0 00

Intere$ incorr r3.306 l1

Totalincome
,(

,117,500 25.1 17,500 104,194

Expenses

General expenses 5.293,950 5.293,950 511.500 511.500 100

Totalexpenditure 5,293,950 5,293,950

Surplusforthe riod 19,823,550 19,823,550 511,500 20.335,050

)

')lt))/1n11 -.: '

104.194117.500I 17.500

13J06
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17. Notcs to the Financial Statcmcnts

1. Gcncral Information

Bungoma county tradc developmcnt Fund is established by and dcrives its authority and

accoirntability frorn the Cor.rnty'frade Development Fund Regulation 20l4.The Fund is wholly

owncd by the County Govcrnrnent of Ilungorna and is domicilcd in Kenya. 'l-he fund's objective

is to provide capaciiy building through training ofthe traders as well as offcr affordablc credit

facility to the MSMEs

2. Statcment of comptiancc and basis of prcparation

The Fund,s financial statcments havc bccn prepared in accordance with and cornply with

Intcrnational Public Sector Accourrting Standards (lPSnS). Thc financial staterrents are

presentcd in Kcnya shillings, which is the functional and reporting currency of the Fund.'l-he

accounting policies havc bccn consistently applied to allthe years presented.

'fhe financial statements have bcen preparcd on thc basis of historical cost, unless statcd

otherwisc. Thc cash flow statemcnt is prcparcd using thc dircct method' The financial

statemcnts arc prcparcd on accrual basis.

3. Adoption of ncw and rcvised standards

(i) llclcvant ncw standards antl amcndmcnts to pubtished standards cffcctivc for thc

ycar endcd 30 June2022

IpsASlldefcrrcdthcapplicationdatcofstandardsfrom l'tJanuary2022otvingtoCovid l9'

This was done to pr-ovidc entitics with timc to cffcctivcly apply thc standards.'l'he deferral was

set for lst January 2023.

(ii) Ncrv antl amcntled stanrlards antl intcrprctations in issuc but not yct cffcctivc in thc

car cndcd 30 Junc 2022

6

Applicablc: I't JnnuarY 2023:

1'he objcctive of IPSAS 4l is to establisl.r principles for the l'inancial

rcporting offinancial asscts and liabilities that will present relevant

and useful infonnation to users of financial statements for their

asscssmcnt of the anrounts, timing and unccrtainty of an Entity's

future cash flows.

IPSAS 4l provides users of financial statements with more useful

infonnation than IPSAS 29, bY:

IPSAS 4l: l:inancial

Instruments
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financial asscts that considers the charactcristics ofthe asset's

cash flows and the objective for which the asset is held;

. Applying a singlc forward-looking expected crcdit loss

rnodel that is applicable to al[ financial instruments subject to

impairmcnt testing; and

. Applying an improvcd l'redgc accounting model that

broadcns the hcdging arrangclncnts in scope ofthe guidancc.

The model dcvelops a strong link between an Entity's risk

managcmcnt strategies and the accounting treatmcnt for

instnrrncnts held as part of the risk managcment strategy.

. Applying a singlc classification and mcasurcment rnodel for

II'}SAS 42: Social

Ilcnefits

Amendn'lcnts to

Othcr IPSAS

rcsu lting frotn

IPSAS 41, Financial

Instnrmcnts

Applicnblc: l"t JanuarY 2023

'lhc objective of this Standard is to implove the relevance, faithful

rcprcscntativcncss and cornparability of the inforrnation that a

rcporting Dntity providcs in its financial statelnents about social

bcnefits.'l-he inl'ormation provided should hclp users of thc financial

statcrnents and gcneral-purposc financial reports assess:

(a)'l'he naturc ofsuch social benefits provided by the Entity;

(b) 1'he key featurcs ofthe operation ofthose social benefit schemcs;

and

(c) 'fhc impact of such social benefits provided on the Entity's

financial pcrformance, financial position and cash flows'

Applicnble: lst JanuarY 2023:

a) Amcndnrcnts to II']SAS 5, to update thc guidance relatcd to

tlrc components of borrowing costs which were inadvertently

omitted when IPSAS 4l was issued'

7
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Annual Rcport and Financia
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I Statcmcnts for thc Ycar cnded Junc 30, 2023

b1 Amendmcnts to IPSAS 30, regarding i llustrative examples

Applicoble I" JonuarY 2023

. \PSIS 22 Disclosure of Financial Information abour he General

Government Sector-

Arncndments to refer to the latcst Systerr of National Accounts (SNA

2008).

. IPSaIS 39: Ilmployee Benefits

Now delctes the tcrnr composite social sccurity bencfits as it is no

longcr dcfincd in IPSAS.

. IPSAS 29: Financial instrumcnts: llccognition and

Measu rcmcnt

Standard no longcr includcd in thc 2021 II'}SAS handbook as it is now

supcrscdc<l by IPSAS 41 which is applicable frotn I't January 2023'

Other inrprovemcnts

to IPSAS

Applicable lil JanuarY 2025

'l-he standard sets out the principlcs for the recognition, nlcasuretnent,

prescntation, and disclosure of lcases. The objcctivc is to ensure that

lessees and lcssors providc relevant inforrnation in a rnanner that

faithfully represents those transactions. This inforrnation gives a

basis for users of financial staternents to asscss thc effcct that leases

have on the financial position, financial pcrformance and cashflows

of an Entity.

The ncw standard rcquires cntitics to recognise, measure and present

inforrnation on right of use asscts atrd lease liabilities'

IPSAS 43

8

on hedging and credit risk which were inadvertently omitted

when IPSAS 4l was issued.

c) Amendnrents to IPSAS 30, to update thc guidancc for

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued'

Amendments to IPSAS 33, to update the guidance on classifying

financial instruments on initial adoption of accrual baiis IPSAS

which wcre inadvertently ornittcd when IPSAS 4l was issucd'
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Applicable l't JonuarY 2025

'l'he Standard rcquircs,

Asscts that mcct lhe criteria to bc classificd as held for sale to bc

nrcasurcd at thc lower ofcarrying amount and fair value less costs to

sell and the deprcciation ofsuch assets to ccasc and:

Assets that meet thc criteria to be classificd as held for salc to be

prcscnted separatcly in thc statcrnent of financial position and the

results of discontinued operations to bc prcscnted separately in the

statcnlcnt of fi nancial pcr[ormance.

IPSAS 44: Non-

Current Asscts I'leld

lor Salc and

Discontinued

Operations

(iii)Il,arly adoption of standards
it 

" "ntiiy 
did not early - adopt any ncw or anrended standards h ycar 2022

9



Bungoma County Tradc Dcvclopment Loan Fund
Annual Ilcport and Financial Statcmcnts for thc ycar cndcd Junc 30,2023

3. Signilicant Accounting l'olicics

a) llcvcnuc recognition

i, Revenue from non-exchange transactions

Transfcrs from other government cntities

Revenues from non-exchange transactions with othcr government entities are measured at fair
value and recognized on obtaining control ofthe asset (cash, goods, services and property) if
the transfer is free frorn conditions and it is probable that the economic benefits or service

potential relatcd to thc asset will flow to the entity and can be nreasured reliably.

ii. Revenue from cxchange transactions

Inlerest income

Interest income is accrued using the effectivc yicld method. Thc effective yield discounts

estirnated futurc cash rcceipts through the cxpccted life of thc financial assct to that asset's net

carrying amount. The method applies this yield to thc principal outstanding to dcterrninc

interest incomc each period.

b) Budgct infornration
Tire original budget for FY 2O2l-2}22was approvcd by thc County Assernbly on l Ttr' February

2021. Subsequent revisions or additional appropriations wcre madc to thc approvcd budgct in

accordancc with spccific approvals from thc appropriate autl'roritics. Thc additiollal

appropriations are addcd to thc original budget by thc cntity upon receiving thc respcctive

approvals in ordcr to concludc the final budget. Accordingly, the Fund did not recordcd

additional appropriations forFY 2021-2022budgctfollowing thc governing body's approval.

The cntity's budget is prcparcd on a diffcrent basis to thc actual incotne and cxpenditure

disclosed in the financial staternents. The financial statcncnts arc prcpared on accrual basis

usilg a classification based on the uaturc ofexpcnses in tltc staternent offinancial perfortrrance,

whercas the budget is prcparcd on a cash basis. The arnounts in the financial statcments werc

r.ecast frorn the accrual basis to the cash basis and rcclassificd by prcsentation to be on the samc

basis as thc approvcd budgct. A conrparison of budget and actual amounts, prcpared on a
comparable basis to thc approved budgct, is thcn prcscnted in the stateme nt of comparisorr of
budgct and actual amounts.

In addition to the Basis diffcrence, adjustnrents to arnounts in thc financial statements are also

made for diffcrences in the forrnats and classification schetnes adopted for the presentation of
the financial statements and the approvcd budget.

A statement to rcconcile thc actual amounts on a comparable basis includcd in the statement o[
cornparison of budgct and actual au'rounts and the actuals as pcr the statement of financial

perfonnance has been presented under section 12.5 ofthese financial statcments.

l0
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S u nt m a ry Of S i g ttiJic o nl Ac co un I ing I'o I i c i e s (Co n I i n uetl)

c) Propcrty, plant and cquiPmcnt
nlr prop"rtv, plant and equipment are stated at cost less accunrulated deprcciation and

impainnent'losies. Cost inciudes expenditurc that is directly attributable to the acquisition of

thc itcrns. when signilicant pa s of property, plant and equipment.are rcquircd to bc replaccd

at intcrvals, thc entity ,""ognir", such parts as individual asscts with spccific uselul livcs and

dcpreciates thcnr accordinlty. f-it.wii", whcn a major inspcction is pcrforrned, its cost is

rccognized in the car.ryin! u,rornt of the plant and cquipment as a rcplacernent if the

rccolnition critcria are sat'isfied. All othcr repair and maintcnance costs are recognizcd in

,urpiu, or deficit as incurred. Wherc an assct is acquired in a non-exchangc transaction for nil

or norninal consideration the asset is initially ureasured at its fair valtrc.

d) Intangiblc Asscts

Intangible assets acquircd separately are initially -recognized 
at cost. Thc cost of intangiblc

asscts- acquirctl in a non-exchange tiansaction is their fair valuc at the datc of tfic cxchange'

I.ottowini initial rccognition, i-ntangible asscts arc carried at cost less any accumulatcd

arnortization and accumulatcd irnpiirnrent losses. Intcrnally generatcd intangible asscts,

excluding capitalized dcveloprncnt costs, are not capitalized and, expenditure is rcflectcd in

surplus oi a"i,"it in the period in which the expenditure is incurrcd.

'l'hc useful lilb of thc intangible asscts is asscsscd as eithcr l'inite or indefinite'

a) l'inancial instruntcttts

Iriurt rtcioI assels

Inilial recogtriliott ontl nrcosrtemet

Financial assets within the scopc ol IPSAS 29 Irinancial Instrtrrnents: Recognition and

Mcasuremcnt are classilled as financial assets at fair valuc through surplus ol dcficit, loans and

rcccivables, held{o-maturity investmcnts or available-for-sale financial assets, as appropriate'

Thc Iintity deterrnines thc ciassification of its financial asscts at initial recognition.

Louns ond receivables

Loans and rcccivablcs are non-derivativc financial asscts with fixcd or dctcrnrinablc paymcnts

that arc not quoted in an activc tnarkct. Aftcr initial measuremcnt, such financial assets al'e

subscquently measured at amortized cost using the effectivc intcrest method, less impairrnent'

Amor-iized cost is calculatcd by taking into account any discount or prcuriutn on acquisition

and fccs or costs that are an integLal 
-part 

of the effective intercst rate. I-osses arising frorn

irrrpainncnt arc rccognized in the surplus or deficit'

ll
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Sumntary Of Significant Accounlittg Policies (Continued)

IIekl-to-nnlurily

Non-dcrivativc financial assets with fixed or determinablc payments and fixed rnaturities arc

classified as hcld to maturity when thc Entity has the positive intention and ability to hold it to

maturity. Afler initial nreas.-uremcnt, hcld-to-nraturity invcstlrlcnts are measured at amorlized

cost using the effective interest method, less impairtnent. Arnortized cost is calculated by taking

into acco*unt any discount or premium on acquisition and fees or costs that are an integral part

of the effective interest rate. The tosscs arising from irnpairment are rccognized in surplus or

dcficit.

I ntp a i r me nt of Ji na nc i o I assets

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

asset or a cntity offinancial asscts iiirnpaircd. A financial asset or a entity offinancial asscts

is deemcd to be irnpaircd il, and only if, thcre is objective cvidencc of-impairment as a result

of one or more cvents that 
'has 

occuircd after the initial recognition of thc asset (an incurrcd
,loss event,) and that loss cvent has an irnpact on the estimated futurc cash flows ofthe financial

asset or thc cntity of financial assets that can bc reliably estinratcd' Evidcncc of irnpainncnt

rnay includc the following indicators:

>> Thc dcbtors or a entity ofdebtors arc expcriencing significant financial difficulty

F Default or delinqucncy in interest or principal payments

) The probability that dcbtors willcnter bankruptcy or other financial rcorganization

) Obscrvable data indicatcs a nreasurable dccrease in cstirnated luture caslr flows (e'g'

changesinarrearsoreconotnicconditionsthatcorrelatcwithdefaults)

Financiol liabililies

Initial recognitiott ond nrcusuremenl

Financial 1iabilitics within the scope of IPSAS 29 are classified as Ilnancial liabilitics at fair

value through surplus or dcficit oI. iount and borrowings, as appropriatc. The Entity detcrtnines

the classification of its financial liabilities at initial rccognition'

All financial liabilities arc rccognized initially at fair valuc and, in thc case of loans and

borrowings, plus directly attributablc transaction costs'

Loons and borrowittg

After initiat recognition, intercst bearing loans and borrowings are subscquently lncasured at

antortizcd cost using the effcctive intercit method. Gains and losses are rccognizcd in surplus

or dcficit when the liabilities are derecognized as well as through thc cffective interest rnethod

amortization process.

Arnortized cost is calculated by taking into account any discount or prctnium on acquisition

and fees or costs that are an integral part of thc effectivc interest rate.

l2
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Suntnmty Of Sigttificant Accounting Policies (Cottlinuetl)

lr) Invcntorics

Inventory is nreasured at cost upon initial recognition.'Io the extent that inventory was received

through non-exchang" transactions (for no cost or for a nonrinal cost), the cost ofthe inventory

is its fair valuc at thc datc of acquisition'

Costs incurrcd in bringing each product to its prescnt location and conditions are accounted for,

as follows:

F Rarv materials: purchase cost using the weightcd average cost method

F Finishcd goods and work in progrcss: cost of dircct materials and labour and a proportion

of nranuiacturing ovcrheadi bised o1 the norrnal opcrating capacity, but excluding

borrorving costs

After initiat rccognition, inventory is nreasurcd at the lowcr of cost and nct rcalizable valtrc.

I'lorvevcr, to thc e-xtcnt that a class of inventory is distributcd or deploycd at no charge or for a

norrinal chargc, that class of invcntory is Ineasured at the lower of cost and cttrrent rcplaccmcnt

cost.

Nct rcalizable value is thc cstinratcd selling price in the ordinary course of operations, less the

estimatcd costs ofconlpletion and the estimated costs nccessary to rnal<e the sale, cxchangc, or

distribution.

Invcntorics arc recognizcd as an cxpcnsc rvhcn dcploycd for utilization or consumption in the

ordinary coursc ofoperations of thc Iintity.

c) Provisions

Provisions arc rccognizcd when thc tintity has a prcsent obligation (lcgal or constructive) as a

rcsutt ofa port 
"u.,i, 

it is probable that an outflow of rcsources cnrbodying econolnic bencfits

or scrvicc potential will be required to scttle thc obligation and a rcliable estinrate can be madc

of the arnount of the obligation.

Where the Entity cxpects some or all of a provision to be rcimburscd, for example, under an

insurancc contrict, the reimbursetnent is rccognized as a scparatc asset only when the

reimbursctrclrt is virtually certain.

Thc expcnsc relating to any provision is prescnted in the statenrcnt of financial perforlnance

nct of any rcimbursctncnt.

Co ttl inge n t I i u b i I it ies

't'hc Ii.tity clocs not rccognize a contingcnt liability but discloscs dctails of any contingencics

irr the noics to thc financial statcmcnts, unlcss the possibility of an outflow of resources

cmbodying cconouric bencfits or service potcntial is retnote'

t3
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Suntmary Of Signilicant Accounling Policies (Continued)

Conlingent fissets

The Entity does not rccognize a contingent asset, but discloses details ofa possible asset whose

existcnce is contingcnt On the occurrence or non-occurrencc ofone or more uncertain future

evcnts not wholty within the control of the Entity in the notes to the financial statetnents'

Contingcnt assets are assessed continually to ensuro that developments arc appropriatcly

reflectJd in the financial statements. If ii has become virtually certain that an inflow of

econornic benefits or service potential will arise and the asset's value can be tneasured reliably'

the asset and the related revlnue are recognizcd in the financial statements of the period in

which the change occurs.

d) Naturc and PrrrPosc of rcscrvcs

Thc Dntity creates and rnaintains reserves in tcrms of specific requirenrents' Iinlily to state lhe

reserves mainlained and appropriate policies adopted'

c) Changcs in accounting policics and cstimatcs

The Iintity rccognizcs thc effects of changes in accounting policy rctrospectively' The effects

of changes in iccounting policy arc uppti"a prospectively if retrospcctive application is

irnpractical.

f) Employec bcnefits - Retircmcnt bcncfit plans

The lintity providcs retirement bcncfits for its crnployees and directors' Defined contribution

plans are iost_employment benefit plans under which an entity pays fixed contributions into a

leparate entity (a fund) and will havc no legal or constructive obligation to pay further

contributions if the fund does not hold sufficient asscts to pay all employce. bencfits relating to

ernploycc service in tlrc current and prior periods.'l-hc contributions to ftrnd obligations for the

p"yr*rt of retiremcnt bcnefits ur" ihorg"d agai.st incotne in the ycar in which they bccornc

payable.

Defined benefit plans are post-enrployment benefit plans other than defined-contribution plans'

Thc defined benefit funds are actuarially valued tri-annuatly on the projected r'rnit credit method

basis.Deficitsidentificdu,",""o,","dthroughlumpsunrpaymentsor..incrcasedfuturc
contributions on proporlional basis to all participating employers. The contributions and luurp

sum payments reduce the post-cmploynrent bcncfit obligation'

g) Foreign currcncy transactions

Transactions in foreign currcncies arc initially accounted for at thc ruling rate ofcxchangc on

the date of the transaction. Trade crcditors or debtors denotninatcd in foreign ctlrrency are

reported at thc statetncnt of financial position reporting datc by applying thc cxchange rate on

that datc. Exchange differcnces arising from thc settletnent of creditors, or from the rcporling

of crcditors at ratcs diffcrent from thos=e at which they wcrc initially rccorded during the pcriod,

are recognized as income or cxpcnscs in the period in which thcy arisc'

l4
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S umnrury Of Si gttiJico ttt Acco unti ng l'ol icies (Co tttin ued)

h) llorrorving costs

llorrowing costs arc capitalizcd against qualifying assets as part of property, plant and

cquipmcni. Such borrowing costs are capitalized ovcr the pcriod during which the asset is being

acquircd or constructcd and borrolvings havc been incurrcd. Capitalization ceases whcn

constrgction ofthe asset is complctc. Further borrowing costs are charged to thc statement of
fi nancial pcrfornrance.

i) llclatcrl partics

1'hc 1r)ntity regards a rclated party as a pcrson or an entity with the ability to exert control

individuaily oi jointly, or to excrcisc significant influcnce over the Entity, or vicc vcrsa.

Mcrnbcrs of k"y n,unugemcnt arc rcgardcd as rclated parties and comprise the directors, thc

CllO and scnior nranagers.

j) Cnsh and cash cquivalcnts

Cash and cash cquivalcnts corrprisc cash on hand and cash at bar-rk, short-ternr deposits on call

and highly licluid investrnents with an original uraturity of thrcc tnonths or lcss, which are

readily coirvcitiblc to known amounts ofcash and are subjcct to insignificant risk ofchangcs

in vaiuc. Bank account balances include amounts hcld at thc Central Bank ofKenya and at

various cornrrrercial banks at tlrc end ofthc finarrcial year. For the pttrposes ofthcse financial

statctncnts, cash and cash ecluivalcnts also include short tcrtn cash irnprests and advances to

authorised public olficcrs and/or institutions which werc not surrendercd or accounted for at

thc end of thc financial year.

k) Conrpnr:rtivc ligurcs

Whcrc ncccssary cotrparativc ligurcs lor thc plcvious financierl ycar havc bccn anrendcd or

rcconfigurcd to confortn to the rcquired changcs in prcsentatiotr'

l) llvcnts aftcr thc reporting pcriod

'l'hcrc were no matcrial adjusting and non- adjusting events aftcr the reporting period.

m) Ultimatc and Ilolding llntitY

1'hc llungorna county 1'rade developrncnt loan fund is a County Ptrblic [:und cstablished by

2015 Act undcr the Dcpartment of Trade. Its ultirnate parcnt is the County Govcrnment

Bungorna.

n) Currcncy

'['hc financial statemcnts are prcscnted in Kenya Shiltings (Kshs)'

l5
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Suntmary Of SigttiJicant Accounting Policies (Cottlinued)

5. Significant judgmcnts and sources of cstimation unccrtainty

'lhe preparation of the Entity's financial statements in confornrity with IPSAS requires

munuge,r"nt to make judgrnents, estimates and assunrptions that-affect the reported amounts

of revenues, oxpenscs, assets ani liabilities, and the disclosure of contingent liabilities, at thc

end of the r.porting period. Llowever, uncertainty about these assutnptions and estimates could

result in outcomes that require a rnaterial adjustment to the carrying amount of the assct or

liability affected in future periods.

State alljudgements, estimates and assumptions made c'g'

a) Estimatcs an<I assumptions - The key assumptions concerning the futurc and other key

sources of estimation uncertainty at the reiorting ditc, that have a significant.risk ofcausing a

material adjustment to the carrf ng aurottnts of assets and liabilitics within thc next financial

yeat, are dcscribed below. The Entity bascd its assumptions and estimates on parameters

availablc whcn the consolidatcd financial statenrcnts were prepared. llowever, existing

circumstanccs and assumptions about futurc dcvelopments may change due to market changes

or circurnstanccs arising 
-beyond 

thc control of thc llntity. Such changes are reflectcd in the

assurnptions when they occur. IPSAS I .140.

b) Uscful livcs and rcsidual valucs

.Ihe uscful livcs and rcsidual valucs of assets are assesscd using the I'ollowing indicators to

infonn potential future use and value from disposal:

) The condition of thc asset bascd on the asscsslnent ofexperts employcd by the Entity

F The nalurc ofthe assct, its susceptibility and adaptability to changes in tcchnology and

processes

F Thc nature ofthe processes in which the assct is deploycd

) Availability of funding to rcplace thc asset

F Changcs in the malket in relation to thc asset

c) Provisions

Pr.ovisions werc raiscd and managelnent detcrmincd an estimate bascd on thc information

available.

Provisions are rneasurcd at the managetncnt's best estirnate of the expcnditurc requircd to settlc

the obligation at the reporting datelnd are discounted to present value where the effect is

rnaterial.

l6
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6. Notcs 'l'o 'l'hc I'inancial Statcmcnts

l. In tcrcst incomc

2. Usc ofGoods and Services

J l)cprcciation and Amortization Itrxpcnsc

During the ycar wc did not revaluc the assct or subjcct it to thc revaluatiou sincc thc cotrnty

docs iot havc a revaluation policy in placc. l'hc assct had becn ftrlly dcprcciatcd bascd on the

dcprcciation policy

4. Cnsh and cash equivalcnts

Dctailcd analysis of the cash and cash cquivalcnts arc as follows

I nterest incorne from loaus

,, ., : i(,_sl,r; ]

I 17,500.000

'I'ot:rlintc rcst ilrco ltrc 117,500.000

40,000.000Telecomntunication
25,380.00rinti & Publication

180,800.000Traini
497,500.000435,400.00Travel & Subsistence

600.000Othcr e euscs
718,900.000

770.00

5l1,500.00'l'ota I

zoiztzuzs.-;' ' . - 7020t21 ,

iiih"{. ,,,'': .' ,

I)t<r l) larrt ancl Lu ntcntc 297,297.297

l'otal 297,297.297

3,084,905.0002,839,526.00Current account
340,717.000Others

3,425,622.0002,839,526.0 0uivalcntsTotal cash and cash e

17

50,000.00
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Curc nt account

3,081,!!t2,83 6 403.000
Bank -0PERATI0N ACC

3,1233,121.0000480212131914ul Bank -C0LLECTIN ACC

3,084,9052,839,526.000Suh totrl

d) 0tlrcn$pccify)
340,i17

M Posa-W0RKING ACC

340,1t?
Sub total

3,425,6129
(,

2,83 6.000
Gmnd total

5. Rcccivablcs from cxchangc transactions

13,877,453;193
Interest receivable

101,802,336.477
Cur rent loan re due

115,679,790.270I 15,413,669.00Total Current rcceivables

I I J, 679,790.27000I15,413,669Totalrcceivables from exchl e transrctions

t8

a)

0480262513336

Currcnt Receivables

13,864,148.00

101,549,521.00
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6. Propcrty, plant nnd cquiPmcnt

6A. Ict Equipmcnt.

6A. l'ro rty, plant and c uipmc nt

6I] Equipmcnt.

6ll. ICT softwrrc

3,000,000.0003 000 000.00At lst Jrrly 2020

Additions
3,000,000.0003,000,000.00At 30th.Iunc 2021

3 000,000.0003,000 000.00At lst .Iuly 2021

Additions
3,000,000.000At 30th .lunc 2022

I,312,500.0001,312 500.00At lst .Iuly 2020
900,900.901900 900.90Dc rcciation
489,302.000489,302.00Prior ycar de reciation adj ustments

2,702,702.9012,702,702.90At 30th.Iunc 2021

2,702,702.901At lst July 2020
297 97.000Dc rcct atron

2 999 999.901At 30th.Iune 2021

o
291 297.099297,297.10As at 30th June 2021

As lt 30th Junc 2022

Cost
8,484,228.0008,484,228.00of the etrAt bc tnnl

Additiom
8,484,228.000At cnd of the car

228.000NBV

: .: .,.-,.-_, -: 
iislrsIiShs, : ' : :,r.

3,000,000.00

2.702,702.90

297,297.00
2,999,999.90

8,484,228.00

8,484,228.00
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NB: Change in amortization Policy was changed to_align the amortization !2 lhe National

irrorrry'i Guidelines for Managiment of Spi'4' ^caug*ies 
of lssets and Liabilities' The

previoi amortizations were bied on f'he Draft Counly Government's Asset-Management
'iAiiy, as The National Treasury's Guidelinei h.ad not been issued. Sec. 4'3'5'2Q) of the

Guii'lines provides that an intaigible asset lhat has an indefinite useful life is not amortised

iJ riuru ari no legal, contractuai, re gulatory, technological, or other factors that limit its

useful tife. In lhe cu*ent circuntstari=ces, lhere are no limitalions on the asset, lhe assel is

,uiu",ui on a yearly basis and there is no foreseeable fulure v'hen the use of the asset is

expected to be limited

Bu ngoma County Trarlc Dcvclopmcnt Loan Fund

Annual llcpo rt and I'inan cial Statcmcnts for the Yca r endcd June 30,2023
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l'rincipal loan llcpayment.

KSIIKSII
202 864.000entsProcccds from loan lllcl al re

252 815.00

7. llcvolving Fund.

9.lntcrsc( On l,ortll

Amount Ilecc ivcd R:l tc 2021-2022
I(s hs

'Irarsfcrs fronr co Govcnurrcnt- 2014/15 97 97,000,000

'l'mrrsfcrs liom co Golr rnrncnt- 2015/16 13,828,000 97 t 3,4 I3,160

'frarsfcrs lionr co Govcnrrcnt- 20 I7l18 9,3 5 7,863 9,o"t't,127

lirtal l19,490,287

Des rl oll 7 t2 l FY 2g:2Lt20ZZ '

KSII I(SII

Plocccds frotn intercst on loan I 0, 143.000

10,143.000

2l

FY 202212023 Fy 202112022

252,815.00
202,864.000

100,000,000

91

I23,r 85,861

13,306.00

13,306.00
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Othcr I)isclosurcs
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8. Financial risk managemcnt

The Fund's activities expose it to a varicty of financial risks including credit and liquidity

risks and cffects of changes in foreign currcncy. The Fund's overall risk management

programme focuses on unpredictability of changes in the business environment and seeks to

min]mise the potential advcrse effcct of such risks on its perfonnancc by setting acceptable

levels of risk. The Fund does not hedge any risks and has in place policies to cnsure that

credit is only extended to customers with an establishcd credit history'

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

a) Crcdit risk

The lrund has exposure to crcdit risk, which is the risk that a countcrparty will bc unable to

pay amounts in fullwhen duc. Crcdit risk arises from cash and cash cquivalents, and deposits

wiih banks, as wcll as trade and othcr rcceivablcs and available-for-sale financial

investrnents.

Management assesses the credit quality of each customer, taking into account its financial

positi|n, past experiencc and othci factors. Individual risk limits are sct based on intcrnal or

ixternal assessment ip accordancc with linrits set by the directors.'l'hc amoutrts prcscntcd in

the stateprent offinancial position are net of allowances for doubtful reccivables, estimatcd

by the entity,s managemcnt based on prior experience and thcir assessment of the currcnt

cconomic environment.

The custourers under the fully pcrforming catcgory arc paying their dcbts as they continue

trading. The credit risk associaied with thesc rcceivables is minirnal and tl.rc allowance for

uncollcctible arrounts that the entity has recognised in the financial staterncnts is considcred

adequatc to cover any potcntially irrccovcrable amounts.

Thc cntity has significant concentration of crcdit risk on amounts due from xxxx

'fhc board oftrustccs sets the l?und's crcdit policies and objcctivcs and lays down paramctcrs

within which tlre various aspccts of crcdit risk management are opcratcd.

b) Liquidity risk managcmcnt

Ultinrate responsibility for liquidity risk management rests with the Fund Adrninistrator,

who has built an appropriate liquidity risk rnanagement framework for thc management of
the entity's short, mediurn and iong-tcrrn funding and liquidity managelncnt requiretnents.

Thc entiiy managcs liquidity risk through continuous rnonitoring offorecasts and actual cash

flows.

The table below rcpresenrs cash flows payable by the Fund under non-derivative financial

liabilities by their rclnaining contractual maturities at the reporting date. The amotlnts

disclosed in the table arc the contractual undiscountcd cash flows. Balanccs due within l2
months cqual their carrying balances, as the impact ofdiscounting is not significant-
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c) Markct rish

Thc board has put in placc an internal audit lirnction to assist it in assessing the risk faccd

by the cntity on'an ongoing basis, cvaluate and tcst thc design and cffectivcness of its internal

accounting and opcrational controls.

Markct risk is rhc risk arising from changcs in nrarket prices, such as intercst ratc, equity

priccs anrt forcign exchange iatcs which will affect the entity's inconre or the value of its

irolding of fipanlial instrurircnts.'I'hc objcctive of markct risk tnanagernent is to rnanage and

control nrar.kct risk cxposures wilhin acceptable paramctcrs, while optinrising the return.

Ovcrall responsibility for nranaging market risk rests with the Audit and Risk Managetnent

Cornmiltee.

'l'hc Fund's Financc l)epar.trnent is rcsponsible for the dcveloprnent of dctailed risk

rranagcrnent policics (sutject to review and approval by Audit and Risk Mauagemcnt

Co,,iittee) and for the 6ay{o-<tay irrplerncntation of those policics.

'l'hcre has bccn no c6angc to thc entity's exposure to markct risks or the ulanner in which it

manages and tneasttres the risk.

i. Intcrcst ratc risl<

Intcrcst ratc risk is the risk that thc cntity's financial condition nray be advcrscly alfccted as

a rcsult of changcs in intcrest ratc levcls. 'fhc cntity's interest ratc risk ariscs from bank

deposits. 1'his cx-poses the Fund to cash flow intercst rate risk.'fhe intcrcst rate risk cxposurc

aLiscs rnainly froin interest rate lnovemcnts on the Ftrnd's deposits'

Mnnagemenl of inlerest rule risk

1'o rna,agc the intcr.cst ratc risk, lnanagcment has cndcavourcd to bank with institutions that

oflcr favourable intcrest ratcs.

Sensilivity analysis

'l'hc l.\rnd analyscs its illtcrcst rate exposurc on a dynamic basis by conducting a scnsitivity

analysis. This involves dctennining thc impact on profit or loss-of defincd rate shifts. The

scnsitivity analysis for intcrest ratciisk assulncs that all other variables, in particular foreign

exchange rates, rcmain constant. The analysis has been perfonncd on thc samc basis as the

prior year.

d) Capital risk managcmcnt

'l'hc objcctive of the Fund's capital risk nranagcmcnt is to safcguard the Fund's ability to

contintic as a going conccrn. Tirc entity capital structure cotnpriscs of the followirlg ftrnds:

a1
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18. Progress on Follow up of Prior Ycar Auditor 's Ilcco m mcndations.

'l'he following is the sunrrnary of issucs raised by the external auditor, and tnanagement

comments thit were providei to the auditor. We have nominated lbcal persons to resolve

the various issues as shown bclow with the associatcd time framc within which we expcct

the issues to bc rcsolved.

29tt' Janu^ty 2022ResolvcdThc varianccs of thc comPara

figures were correctcd after the l" draft

tivcVariance in comParative

figures

l.l

29T1 January 2021Resolvcd'lhe Copy ofthe cheques drawn to

bcnefiacies with a Bank list wcre

attachcd were providcd both in hald and

soft copy

'lhe Mpcsa and bank statement were

also availed as evidence of loan

rcpayment

loan
1.2 Cash florv Statemcnt

reflcctcd loan disburscment

arrd rcpayments howevcr no

analysis was issucd to

support the figure

Rcsolvcd 29tn January 7022'[hc issuc undcr rcvicrv was corrc

during thc review of the Iinancial

during thc submission ofour t'esponsc

to the audit queries

ctcd
1.3 Accuracy of Intcrcst Income

291' J^nuary 2022RcsolvcdWc did rcview tlre financial statcmcnls

as pcr the PSASB during our revision

of the financial statcmcnts,wc howevcr

agrecd to incorporate thc few issues

which lvcre not possiblc for us to

rcvicw in the currcnt Year

Non-compliancc rvith the

PSASB ltepolting

t.5

2'd February 2022RevolvcdWe acknowledge the Absence o

Fund Accountant .l Iou'cver more

control measures wcre establishcd by

putting a qualificd accountant to do thc

chccks and control bcforc a substantive

accountant is secondcd to thc fund.

f theControl wcakncss over

financial managcment

Lack ofFund Accountant

1.6

24
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lc Asscts6

accordance with their substance

and economic reality and not

merely their legal form. The

substance oftransactions or other

events is not always consistent

with their legal form. Thc

Department ofTrade is in the

process of regularizing the formal

transfer of thc assct to the Fund.

Appcndix l. Extract of IPSAS I

2nd January

2023

ResolvcdExtract of IPSAS I

The Accounting Principle of

Substancc Over Form was applicd

during the preparation of the

Financial Statcmcnts. For

Financial Statements to be

reliablc, IPSAS l- ON

PRESENTATION OF

FINANCIAL STATEMENTS

providcs that;

If inlormation is to represcnt

faithfully thc transactions and

othcr cvents that it purports to

represent, it is necessary that they

are accountcd for and prescntcd in

accordancc with their substance

and economic reality and not

merely thcir legal form. The

substance of transactions or other

events is not always consistcnt

with thcir lcgal form. The

Department of Trade is in the

process of rcgularizing thc formal

transfer of thc asset to thc Fund.

25
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Appcndix l. Extract of IPSAS I

This is 5% of the Ksh which was

issued out in 2019 and was due to

be rcccived as at august 2022

2,350,00t5/ 100: I 17,500

7 Unsupported balances -
statement of financial
performancc

Intercst Incomc

We have revised the financial

statements as recommended as Per

the I,SASB template and

corrected all the errors as

observed to capture the truc

position

8 Unsupportcd Board and

Committec Expcnses

Wc have managed to gazettc thc

rcgulation and established the

county committee to enable us

havc all the information for thc

committee and management

members

On errors and omissions wc did

revisc the financial statement

9 Non-compliancc with
thc public sector
accounting standards
board template

The county trade development

loan fund regulation was

succcssfully gazetted on the 25th

of September 2023

l0 Failure to Gazcttement
the Fund's Regulations

This was mainly due to lack of the

gazetted regulation. The

Regulations have since been

gazetted and the County

Committee appointed

ll Lack of Budget for Fund

We did offer response to the

county assembly ,controller of

budget and the Auditor gcneral on

thc Issucs raised and the steps

t2 Unresolved prior year
mattcrs

26
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,o lved

taken to implement the

recommcndations
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