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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF LAMU FOR
THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of County Executive of Lamu set
out on pages 1 to 48, which comprise the statement of financial assets and liabilities as
at 30 June, 2024 and the statement of receipts and payments, statement of cash flows
and statement of comparison of budget and actual amounts for the year then ended and
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o . . ther explanatory informag;

@ Ssummary of significant accounting policies and o er lon
aCCOrdancZwith the provisions of Article 229 of the Constitution of anyaland Sectign N
of the Public Audit Act, 2015. | have obtained all the information an exp ?natlons Whigy P
to the best of my knowledge and belief, were necessary for the purpose of the aud

it.
In my opinion, except for the effect of the matters described in the _Ba&_s for Qualiﬁed
Opinion section of my report, the financial statements present fairly, in g Materig,
réspects, the financial position of County Executive of Lamu as at 30_June, 2024 an 5 \
its financial performance and its cash flows for the year then er_lded, In accordance Wi
International| Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012 and the County Governments Act, 2012,

Basis for Qualified Opinion
1.

Inconsistencies and Inaccuracies in the Financial Statements

Review of the financial statements revealed the following:

a) The statement of assets and liabilities and IFMIS revealed unexplained variances ag
indicated below:

e

Statement of
Assets and

Liabilities IFMIS Variance
Item (Kshs) (Kshs) | Kshs
| Bank Balances 391,897,910 | 842,158 519 450,260,609
Cash Balances

- | 7,702,307,729 | 7,702,307.729
Outstanding Imprests ang -| 27,342 539 27,342 539
Advances e R, ]
Deposits and Retention 100,725,007 | 5,578,003,766 | 5,477,278.759
Fund Balance b/fwd 76,072,170 | 2,993,805,022 | 2,917,732.852
Prior year Adjustments

(11,751217) -1 11,751.217

Surplus/Deficit for the year 226,851,950 | 264,009,562 37,157,612

b) The statement of cashflow
indicated below:

Statementof | '

Cash Flows IFMIS Variance
Item (Kshs) - (Kshs) | Kshs
Transfers to Other Government (116,145,266) (78,985,654) 37,159,612
Units e |
Prior year Adjustment (11,751 ,217) 1,165,817,678 1,154,066,461
Increase in Deposits and Retention 8,404,485 S—— 8,404,485
Net Cash Flow from Operating 887,357,887 2,093,679,908 1,199,630,558

Vities

ﬁztt“ilrlwtz:erease in Cash and Cash 223,505,219 | 1,429,827 240 1,206,322,021
Equivalents e —
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Statement of
Cash Flows IFMIS Variance
Ll (Kshs) (Kshs) (Kshs) |
Cash and Cash Equivalents at 168,392,692 | 7,114,639,009 6,976,246,317

Beginning of the year
Cash and Cash Equivalents atend | 391,897,911 | 8,544,466,249 | 8,162,568,338
of the year

The variances arose due to differences in the opening balances.

In the circumstances, the accuracy and completeness of the annual report and finan
statements could not be confirmed.

2. Inaccurate Cash and Cash Equivalents Balance

The statement of assets and liabilities reflects cash and cash equivalents balance of
Kshs.391,897,910 as disclosed in Note 13A of the financial statements all of which relate
to bank balances. The balance is held in twenty-four (24) bank accounts. However, the
balance includes Kshs.286,853,571 held in eight (8) bank accounts relating to fuel levy,
conditional grants and special purpose accounts all of which are self-reporting and

prepare separate financial statements.

cial

In the circumstances, the accuracy of cash and cash equivalents balance of

Kshs.391,897,910 could not be confirmed.
3. Long Outstanding Deposits and Retentions Balance

The statement of assets and liabilities and Note 15 to the financial statements reflects a
balance of Kshs.100,725,007 in respect of deposits and retentions. Included in the
balance is Kshs.93,087,410 in respect of deposits out of which Kshs.45,024,514 relate to
deposits outstanding for prior periods of between one (1) year to over three (3) years. The
balance of Kshs.7,637,597 relate to long outstanding gratuity for over three (3) years.
Further, the retention registers and list of persons whose gratuity amounts are
outstanding submitted, reflects a balance of Kshs.115,838,156 resulting to unexplained

variance of Kshs.15,113,149.

In the circumstances, the accuracy and completeness of the deposits and retention
balance of Kshs.100,725,007 could not be confirmed.

The audit was conducted in accordance with the Intefnational Standards for Supreme
Audit Institutions (ISSAIls). | am independent of the County Executive of Lamu
Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for

my qualified opinion.
Emphasis of Matter
1. Budgetary Control and Performance

The gtatement of comparative budget and actual amounts: recurrent and development
combined reflects final receipts budget and actual on a comparable basis of

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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; i N under- :
Kshs.3,951,337,952 and Kshs.3,469,572,977 respectively resulting to a fundip

: 9
imilarly, the County Executive Made ?
of Kshs.481,764,975 or 12% of the budget. Similarly f —

i roved budget
Payments totalling to Kshs.3,220,567,734 against an app get 4

770,218 or 189
Kshs.3,951,337,952 resulting to an under-performance of Kshs.730, % of
the budget.

The underfundin

g and underperformance affected the planned activities and may haye
impacted negati

vely on service delivery to the public.
2. Late Exchequer Releases

The statement of recej

pts and payments reflects total receipts of Kshs.3,447,419 685 i,
respect of transfers fro

m the County Revenue Fund (CRF) and as disclosed.in Note Tto
the financial statements. Review of the CRF bank statement re\fl'ealediarieceeg:ts totalling
Kshs.716,219,255 were received near or after the closure of the financ year.

This means that 21, of all
of the year and this may h
The National Treasury

implementation of budgete

the County Executive’s receipts were re_ceived near t_he closure
ave negatively impacted on service delivery. There is need for

to release the Exchequers in good time for effective
d activities and programs.

My opinion is not modifi

Key Audit Matters

ed in respect of these matters.

Other Matter

Unresolved Prior Year Matters

I
Statements, Report on Lawfulness

of Public Resources, and
Report on Effectiveness of Internal Control, Risk Management and Governance.

Other Information

The Management is responsible for the other informa

comprise of County Information, Governance statement, statement of performance

g redetermined objectives and Environ_mental and Sustainability Re:porting.
?ﬂzmgzifgf ?rtlsflol::mation does not include the financial statements ang my audit report
thereon.

tion set out on page iii to Ix which

In connection with my audit on the County Government of La

mu financial statements, my
responsibility is to read the other information and in doing so

, consider whether the other
i r ) Lamu jor the year ended 30 June, 2024
Report of the Auditor-General on County Executive of Je




N infor_rnathn is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. If based on the work
| have performed, | conclude that there is a material misstatement of this Other
Information, | am required to report that fact. | have nothing to report in this regard.

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 effect of the matters described in the Basis for Conclusion on
the Lawfulness and Effectiveness in Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1. Compensation of Employees

The statement of receipts and payments reflects payments in respect of co
employees totalling Kshs.1,593,862,717 as disclosed under Note 3. Review of re

revealed the following:

compensation of
cords

1.4 Failure to Adhere to Fiscal Responsibility Principles

|
| The statement of comparison of budget and actual amounts reflects total payments
| budget for compensation of employees of Kshs.1,594,909,387, while the total revenue
budget was Kshs.4,131,337,952 out of which Kshs.3,951,337,952 was in respect of
equitable share while Kshs.180,000,000 was from own source revenue. The budget on
compensation of employees was 39% contrary to Section 107 (2) (c) of the Public Finance
Management Act, 2012 which provide that the County Government's expenditure for its
_ public officers shall not exceed a percentage of the County Governments total revenue
as prescribed by the County Executive Member for Finance in regulations and approved
i by the County Assembly. Regulation 25 (1) (a) and (b) of the Public Finance Management
(County Governments) Regulations, 2015 provides that County Executive Committee
Member with the approval of the County Assembly shall set a limit on the County
Government’s expenditure on wages and benefits for its public officers pursuant to
Section 107(2) of the Act and that the limit set shall not exceed thirty-five (35) percent of

the County Government's total revenue.

1.2 Payment of Salaries Outside the Integrated Personnel and Payroll Database
(IPPD)

Review of the payroll records during the year under review revealed that Management
processed and paid salaries to staff outside the IPPD payroll system which Management
acknowledge is due to delay by Directorate of Public Service Management (DPM) to issue
new personal numbers upon request by the County.

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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1.3 Non-Competitive Hiring of Interns

According to the payroll records, the Management hmgg; p?—lyon\:vzr\]itertotthaelehggec}lo
Kshs.900,000 to nine (9) interns from July, 2023 to Marc stices, applications, interviey,
assessment report and requisition from the departments, notice ’not rovideci for & ew
report and approval by the County Public Service Board W%e5 'ssuped B the s Lt‘)d_lt
Contrary to the Circular reference number PSC/ADM/ 14.N o | d s)tli end o
Senvice Commission on 13 October, 2016 which descrives approved sfp fatloae
subsistence allowances for interns in the public service. It provides thg(t) 0 refS 0 ?; least
Bachelor's Degree from a recognized university get Kshs.25,0. t i rrnonl ;nd
Kshs.4,000 as Daily Subsistence Allowance (DSA) whenever the intern is egﬂe fo
undertake official assignments outside the assigned duty station. A review of Human
Resource records indicated that interns were on the payroll, but they were receiving less
monthly stipend than the amount provided for in the circular. Management indicate that
the program was terminated due to budgetary issues and policy issues as a result of
which the program was found unsustainable.

1.4 Non-Compliance with Law on Mandatory Retirement Age

Review of the Integrated Payroll and Personnel Database (IPPD), June 2024 Payroll
revealed that four (4) officers who had attained the mandatory retirement age of sixty (60)
years were still in service as at 30 June, 2024 contrary the County Government of Lamu
Human Resource Policies and Procedures Manual, April 2017, Mandatory retirement age
for all officers shall retire from the Service on attaining the mandatory retirement age of
sixty (60) years, sixty-five (65) years for persons with disabilities and or may be prescribed
by the Government from time to time. The officers were paid emoluments totalling
Kshs.3,559,416 in the year under review. Management indicated that they have been
retained due to the rare knowledge, skills and competencies that are scarce, unique and

not readily available in the job market. However, the details of these skills have not been
provided.

In the circumstances, Management was in breach of the law.
2. Irregular Procurement of Fuel, Oil and Lubricants

The statement of receipts and payments as disclosed in N
services totalling to Kshs.635,385,335. Included is paym

in respect of fuel, oil and lubricants procured by use of Quotations by the various
departments. The payments were made to only two (2) companies of the thirty-nine (39)
prequalified suppliers under the category contrary to Regulation 91 (5) of the Public
Procurement and Asset Disposals Regulations, 2020 which provides that an accounting
officer shall ensure a fair and equitable rotation amongst the persons on the list under
Sections 57, 71 and 106 of the Act and these Regulations. In addition, evidence that the
departments have been registered as procuring entities and have a procurement function
was not provided contrary to Regulation 54 on procuring entity registration which states
that The National Treasury shall ensure that all procuring entities are registered into the
e-procurement system and that they have their respective facilities to carry out different
activities of initiating the procurement process, annual procurement plan preparation,
procurement document preparation, evaluation, professional opinion, contract award,

ote 4 reflects use of goods and
ents totalling Kshs.81,594,900

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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contract management, intemal procurement prOCesst,1 Worgﬂgmer?::ti?:g‘: o e
Payments, deliverables and other processes through the av. Nd mog, !
of the ©-procurement system.

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

3. Irregular Procurement of Food Stuffs

The statement of receipts and payments in Note 4 reflects use of goods ang SeMVige,
totalling to Kshs 635,385,335 Included is payments totalling Kshs. 136,687 5 9

7 1 4 On
SPecialized materials ang services out of which payments totalling Kshs. 15,708 97

<79 wag
In respect of Purchase of food styffs. The food stuffs were procured by the Varioyg
Ospitals through y

Se of quotations. However, evidence that the entities haye been

registered ag Procuring entities ang have a procurement _functlon was not Providey
Ontrary to Regulation 54 on procuring entity registration which states that The Nationg

réasury shg| €nsure that gl Procuring entities are registered into the €-procuremen

In the circumstances, Managemen

t was in breach of the law.
4,

Irregular Procurement of Consultancy Services

The statement of receipts and Payments as disc
Services totalling to Kshs.635,

respect of other operati
Kshs.66,718,344 was paid

Kshs.5,933 942 was paid
sed valuation ro|| for Lamu County (60%
, the approved Procurement plan was not specific on which projects
were to be pursued in that financial year, the terms of reference of guiding the
procurement did not Specify the deliverables and basis of Partial acceptance and an
inspection and acceptance certificate jn Support of a payments Were not provideq contrary
to the provisions of Section 53 (1) of the Public Procurement and Asset Disposal Act,
2015 which provides that all procurement by State organg and public entities are subject
to the rules and principles of this Act and that an accounting officer shall prepare an

i ut in the Regulations within
the approved budget prior to commencement of each financial year a5 Part of the annual
budget preparation process. In addition, the Specific parccls of farms, GIS based
valuation roll and other reports have not been provided for review,

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

] ive of Lamu for the year ended 30 June, 2024
Report of the Auditor-General on County Executive of 2 f
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5. Irregular Payment of Subscription Fees to County Public Service Board (CSPB)
National Consultative Forum

The statement of receipts and payments as disclosed in Note 4 under use of goods and
services totalling to Kshs.635,385,335 reflects payments totalling Kshs.78,846,374 in
respect of other operating expenses (including bank charges) out of which Kshs.597,000
was paid to CSPB National Consultative Forum being annual subscription. However, the
authority upon which the payment was made has not been provided contrary to Section
149 (1) of the Public Finance Management Act, 2012 which states that an accountir_tg
officer is accountable to the County Assembly for ensuring that the resources of the entity
for which the officer is designated are used in a way that is lawful and authorised; and

effective, efficient, economical and transparent.

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

6. Irregular Payments to Council of Governors and Frontier Counties

ts reflects payments totalling Kshs.1 16,143,266 in
ts and subsidies and as disclosed in Note 6 to the

financial statements. Included in these payments is Kshs.4,000,000 made to the Cour]cﬂ
of Governors and the Frontier Counties Development Council Limited each of which
received Kshs.2,000,000 for subscription fees contrary to Section 37 of the
Intergovernmental Relations Act, 2012 which provides that the operational expenses In
respect of the structures and institutions established in the Act shall be provided for in the
annual estimates of the revenue and expenditure of the National Government to cater for
the summit, the Council of County Governors, the Technical Committee, Secretariat and
the sectoral working group established by the Technical Committee and the sectorial

working groups established by the Council.

The statement of receipts and paymen
respect of other current transfers, gran

In the circumstances, Management was in breach of the law.
7. Payments Outside the Mandate of the County Government

The statement of receipts and payments as disclosed in Note 7 reflects payments totalling
Kshs.127,382,478 in respect of other grants and transfers which includes
Kshs.126,977,782 in respect of scholarships and other educational benefits which are
grant transfer for the purpose of issuance of bursary and scholarship. The scholarship is
used to assist students to obtain education at such recognized institutions and to fund
other education activities. However, contrary to the fourth Schedule (Article 185 (2), 186
(1) and 187 (2)) on distribution of functions between the National Government and the
County Governments, part 2 under Paragraph 9 the County Governments are responsible
for pre-primary education, village polytechnics, homecraft centres and childcare facilities.
The activities funded by the Fund including provision of bursaries to needy students in
Secondary Schools, Colleges and Universities fall under the mandate of National

Government.

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

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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8. Misclassification of Payments on Other Grants and Transfers

The statement of receipts and payments as disclosed in Note 7 reflects payments totalling
Kshs.127,382,478 in respect of other grants and transfers. Review of records revealed
that the County Government allocated Kshs.104,108,574 for Financing Locally-Led
Climate Action (FLLoCA) Programs while Kshs.17,637,689 was actually paid out for the
same. However, the amount was budgeted and appropriated under recurrent sub vote
and charged to information, communication and E-government department, instead of
being charged under other grants and transfers.

In the circumstances, the payments under FLLoCA programs have been misclassified.

9. Acquisition of Assets

The statement of receipts and payments reflects payments on acquisition of assets
totalling Kshs.663,852,668 and as disclosed in Note 9 to the financial statements. Review
of documents revealed the following:

9.1 Delayed Road Construction Project

Included in these payments are payments totalling Kshs.109,668,106 in respect of
construction of roads out of which Kshs.10,501355 was paid to a local contractor for cabro
paving of access road at Mpeketoni Market whose contract sum was Kshs.11,701,962.
The contract was signed on 4 April, 2024. The physical verification exercise revealed that
the access road projects were not completed as required and the contractor had left the
site. Even though Management acknowledges the slow implementation of the project due
to slow pace of the contractor and indicate that the contractor had resumed the works
and committed to clear by 31 October, 2024, the proof of completion of the works was not
provided by the date of this report.

9.2 Construction and Civil Works

Included in the payments on acquisiton of assets are payments totalling
Kshs.265,596,445 in respect of construction and civil works. Review of documents
revealed the following:

a) Delay in Completion of Pipeline Extension Works at Mokowe

Payments totalling Kshs.14,793,542 were made in respect to construction of Mokowe
pipeline extension works awarded to a local company for rehabilitation services and
installation of specialized items. The contract was signed on 11 October, 2023 for a
duration of sixteen (16) weeks. However, a project verification done on 2 October, 2024,
almost one (1) year later, revealed that the project is not complete and the contractor was
not on site and no hand over report was provided for audit review. Management attributed
the delay to last year el-nino rains and the complexity of the rehabilitation works and
asserts that the project would be completed by December, 2024.

b) Dormant Manda Yawi-Raskitau Water Project

Manageme;nt engaged a local company in respect to Manda Yawi-Raskitau Water Project
at a negqtlat_ed cost of Kshs.14,978,117. The contract works included Construction of
4.8 Km pipeline (including undersea), rehabilitation of existing water kiosks, testing and

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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commissioning as itemized in the Bill of Quantities. The contract wag
October, 2023 with a completion period of four (4) months, HoweVer,
verification done on 2 October, 2024, one (1) year later, revealed that although dy
liability periog of Six (6) months (ending 27 August 2024) was Ssiand the retent,'e
Monies due, the Project was not yet operational, and had not served its intendeq pprSOn
ven though Management attribute the state to the vandalism of wells. J

c) Irregular Variatio
Plant

Signe 4
a pr..

ns of Contract on Construction Works for Faza Desalinat,bn

. 3,971,393 was in respect of price Va
eview of the documents provided for audit revealed that the County

awardeq ¢,
contract for Supplying, delivery and installation of a plant house to 3 local fir, in
2021/2022 financial

year. However, minutes of the tender aVi_/ardirig aUthon‘ty
recommending approyal for price variations were not provided for audit reviey, Contrary
to Section 139 (1) and (4) of the Puplic Procurement and Asset Disposal Act, 2015 Which

LAl
I ’athn&

ctober, 2024 revealed that the project was not
nt attribute the fajlyr.

e to provide minutes to oversight during audit
ant documentation.

9.3 Delay in the Construction of th

Included in this amount are
of buildings out of Which Kshs.13,499 920 5

e Governor’s Residence

ion of ineffectiveness in
management of public resources and prc_)longed co i he project m ay lead to
unnecessary additional costs due to inflation.

9.4 Stalled Construction of Lamu County Headquarters

: ement entered into contract to Construct the County
Aheviolial :e&gﬁig}e '\gr? nZaAIQJune, 2019 at a contract sum of Kshs. 126,823,550 and
heagquarssm (2) years up to 24 June, 2021. In the Memorandum of Understanding
i for(;vi/ Oto w?;h the State Department for Public Works in January, 2021, the
(MOU) entere f'" d 30% of the cost of the project and Nationa| Government to fund th?
ounty; vﬁs;(o)%unAccording to payment records, the County had made payments o

balance .

) 7 ) /7] year ended 30 June 20. 24
/4 / - Execunve D‘/l Lamu _/b 7
Repo t Oft e Au itor-Gener al on COVHO/ r [he




Kshs.31,987,330 while the National Government had paid Kshs.11,079,962 which
trans}ates tc_> totgl payments of Kshs.43,067,292 or 34% of the contract sum. However,
physical verification of the project carried out in October, 2024 revealed that the contractor
requested and obtained an extension of project contract period to 2 November, 2023.
H_owever, no additional works had been none during the extension period. Management
did not also set aside funds in its budget estimates for implementation of the project, and
no additional funding to the project was received from the National Government during
the year under review.

9.5 Delay in Completion of Faza Sub-County Headquarters

Included in the payments on construction of buildings totalling Kshs.82,741,590 is
Kshs.48,365,894 made to a contractor in respect of construction of the Faza Sub-County
Headquarters. Review of the project file revealed that the Management signed a contract
agreement with on 23 January, 2023 for a contract sum of Kshs.195,219,070 and a
contract completion period of twelve (12) Months. Further, a memorandum of
understanding between the National Government and the County Government provided
for audit indicated that the cost of the project was to be shared in the ratio of 7 to 3
between the National and County Governments. However, a field verification done on
7 October, 2024 revealed the project was not complete.

In the circumstances, the value for money on the projects could not be confirmed and
Management was in breach of the law.

9.6 Unaccounted for Computers, Laptops, Printers and Photocopiers

The statement of receipts and payments as disclosed in Note 9 to the financial statements
reflects payments on acquisition of assets totalling Kshs.663,852,668 which includes
payments totalling Kshs.19,778,928 on purchase of office furniture and general
equipment totalling Kshs.19,778,928. Included in this amount is Kshs.5,844,150 in
respect to purchase of assorted items of computer desk tops, laptops, printers and
photocopiers. However, the procurement documents were not clear on the specifications
of the computers and laptops contrary to Section 60 (1) of the Public Procurement and
Asset Disposal Act, 2015 which provides that an accounting officer of a procuring entity
shall prepare specific requirements relating to the goods, works or services being
procured that are clear, that give a correct and complete description of what is to be
procured and that allow for fair and open competition among those who may wish to
participate in the procurement proceedings.

In addition, the suppliers’ delivery notes did not indicate, the model/brand, serial numbers
of the computers supplied and similarly the inspection and acceptance committees’
reports did not indicate the type of computer models and their serial numbers contrary to
the provisions of Section 48 (3) of the Act that provides that the Inspection and
Acceptance Committee shall immediately after the delivery of the goods, works or
services inspect and where necessary, test the goods received; inspect and review the
goods ,works or services in order to ensure compliance with the terms and specifications
of the contract. A distribution list of all the electronic items purchased was not provided
and evidence of the inclusion of these items in the asset register was not provided.

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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. ayments on computers, |apt, S, e
In the circumstances, the authenticity of th% R/lgnagemen twas in breach of th Ip“ﬂtek
and photocopiers could not be confirmed an !

- ing Stock and Live p. )
9.7 Irregular Procurement of Certified Seeds, Breeding s A""'lals
ing Kshs.
respect of acquisition of assets and as dlsclose_ I et ballend e S de oy
Included in these payments is Kshs.31,933,528 in resp Erogettion ot o Se %
breeding stock and live animals. However, the process of reg el 'S ang e
acreage at the County Government level has not been docu s tho justi
distribution of the seeds to each beneficiary. Management a\(;;gsth a he ess of
registration of farmers was done in the month of September,_ 2 b fftJfl]lg l:’the Natlona|
Government Food System Resilience Program (FSRP) coordinated by the FSRp
Co-ordinator to recryjt 20,254 farmers across the Coun.ty and the data was hoste
Kenya Integrated Agricultural Management Information System (KIAMIS) databage
The FSRP s g Government of Kenya Project focusing on ensuring food seqy;
and building resilience to complement and build on other inter\(entlons by the_World Bank
that support the Government's current Bottom Up Economic Transformation Agenda
(BETA) and implemented under the State Department of Crops. Development
and  Agricultura| Research (SDC&AR), Ministry — of  Agriculture and

Livestock Development (MoALD) and the integration and coordination between the two
(2) levels of Government has not been provided.

Coun
d by the

y of payments in respect of purchase of certified
ck and live animals could not be confirmed.

10. Grounded Motor Vehicles and Transport Equipment

seeds, breeding sto

Type : Total\m Grounded
Motor Vehicles 68 %T
Tractors 15 R e 7

Motor Boats 19 Y e e 13

Tuk Tuk 3 \\3—'
Motor Cycle 84 7\\13—J
Tou R ——

Management did not provide measures put in place for énsuring that the grounded
vehicles were repaired or disposed of to prevent further loss. |n addition, the Management
did not prepare an annual assets disposal plan contrary to Regulation 176(1) of the Public
Procurement and Asset Disposal Regulations, 2020 which states that an Accounting
Officer of a procuring entity shall ensure that an annual assets disposal plan is prepared
of items declared as unserviceable, surplus or obsolete,_ obsolescence stores, asset or
equipment unserviceable or obsolete stores, asset or €quipment as set oyt under Section
53(4) of the Act.

Report of the Auditor-General on County Executive of Lamu for the year ended 3 0 June, 2024
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In the circumstances, the effectiveness of internal controls on management of assets
could not be confirmed.

11. Failure to Update Fixed Assets Register

Annex 6 to the financial statements on summary of non-current assets register reflects a
balance of Kshs.2,653,724,595 which includes additions during the year of
Kshs.221,330,692. However, the statements of receipts and payments reflects payments
in respect of acquisition of assets totalling Kshs.663,852,668 resulting to an unexplained
variance of Kshs.442521,976. In addition, a review of the assets’ register revealed
unexplained variances between asset balances and corresponding disclosure in the
summary as indicated below:

Financial
Statements - Asset

Annex 6 Register Variance
Asset Class (Kshs) (Kshs) (Kshs
Land - 36,775,900 36,775,900
Buildings and Structures 1,743,926,348 | 968,323,682 775,602,666
Transport Equipment 233,852,553 | 288,123,952 54,271,399
Office Equipment 287,318,557 18,306,895 | 269,011,662
ICT Equipment - 55,603,201 55,603,201
Machinery and Equipment 214,741,968 - | 214,741,968
Biological Assets 173,885,169 -| 173,885,169

Further, review of the County asset register revealed that the County owns twenty (20)
parcels of land which County has not obtained the ownership whose estimated value has
not been provided contrary to Regulation 136 of the Public Finance Management (County
Governments) Regulations, 2015 which provided that the Accounting Officer shall be
responsible for maintaining a register of assets under his or her control or possession as
prescribed by the relevant laws. The register of land and buildings shall record each
parcel of land and each building and the terms on which it is held, with reference to the
conveyance, address, area, dates of acquisition, disposal or major change in use, capital
expenditure, lease hold terms, maintenance contracts and other pertinent management
details.

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

12. Non-Compliance with the Law on the Establishment of the Office of County
Attorney

Section 4 of the Office of the County Attorney Act, 2020 requires each County to establish
the Office of the County Attorney, which is an office in the County Public Service.
However, and as reported earlier, Management has not appointed the County Attorney
and other officers and this was attributed to lack of financial resources. The legal

departme_nt does not have the capacity to offer legal advice and the County is likely to
incur avoidable and exorbitant legal charges.

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

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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isition of Assets
13. Project Implementation Status on A nts totalling Kshs.663 g5
The statement of receipts and payments reflects paz‘lir::ncial statements. The 202.363 %)
acquisition of assets as reflected in Note 9 to the 2023 indicated that orie ~202
Annual Development Plan (ADP) prepared in F?bruaryd for implementatiop, ‘ Uy
and twenty-four (124) projects were lined tp tion status indicates ,,
Kshs.1,492,820,000. However, the project Implemoegsa2 5% v implementedat Ong
fundred and forty-six (146) projects worth Kshs.790.202,429 wbr implementeg L0
the one hundred and eighty-six (186) projects plan *0 wopy
Kshs.1,422,550,007. The details are as indicated below:

Project Status
Department ADP ESt'Tates %
County Executive 10
Finance 2 = 2
Agriculture and Food Security 14 12 10
Lands 5 16 14
Water and Energy 9 22 15
Education and Vocational Training 13 31 14
Medical Services 20 42 3\7
Trade and Tourism S 12 1
Fisheries and Blue Economy, 18 13 10
Livestock and Cooperatives
Public Works and Infrastructure 12 17 17
Lamu Municipality 9 8 8
Devolution, Disaster Management 0 2 2
and Resource Mobilization
Public Health 7 5 4
Total Projects 124 186 146
Total Amounts (Kshs) 1,492,820,000 1,422,550,007 790,262,423

14. Overstated Receipts

The statement of receipts and Payment and Note 1 to the financial statements reflects
transfers from County Revenue Fund (CRF)

totalling Kshs.3,447 419 685 However,
Exchequer releases totalling to Kshs.715,569,720 were received after 30 June, 2024 out
of which transfers totalling Kshs.685,971,663 was received on 2 July, 2024 while
Kshs.29,598,057 was received on 5 July, 2024

(County Governments) Regulations, 2015 whic
Government entities shall record transactions which take place during a financial year
running from the 1 July to the 30 June and that an actual cash transaction taking place
after the 30 June, shall not, however, be treated as pertaining to the previous financial
year even though the accounts for that year may be open for the purposes referred to
specified transactions in this regulation.

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

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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15. Failure to Clear Long Outstanding Pending Bills

Note 20 on other important disclosures reflects a balance of Kshs.49.122.593 in respect
of pending accounts payable. Included in this balance is Kshs.9,588,029 relating to
pending bills incurred during the year under review while Kshs.29,665,463 is indicated as
having been cleared during the year under review leaving a balance of Kshs.49,122,593
out of which Kshs.39,534,564 relate to balance outstanding as at 30 June, 2023 and
which should have been paid as a first charge in line with provisions of Regulation 41 (2)
of the Public Finance Management (County Governments) Regulations, 2015 which
provides that debt service payments shall be a first charge on the County Revenue Fund
and the Accounting Officer shall ensure this is done to the extent possible that the County
Government does not default on debt obligations. Even though Management
acknowledge that the pending bills are due to their ineligibility that stems from missing or
incomplete documentation, the County Executive risks incurring additional losses in form
of interest and penalties arising from continued delay in the settlement of the bills. In
addition, failure to settle bills during the year in which they relate to distorts the financial
statements and adversely affects the budgetary provisions to the subsequent year as they
form a first charge.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion
Under-Staffed/Dysfunctional Internal Audit Unit

Review of Lamu County Government Internal Audit manual provided for audit revealed
that, the audit department should have eight (8) officers headed by head of internal audit.
However, the department has only two (2) officers headed by internal auditor who has
been in acting capacity for a period of two (2) years. Further, review of the audit staff
personal files revealed that the two (2) internal auditors were employed as internal auditor
while the county staff establishment does not have the position. In addition, the unit could

not perform all the audits for the year under review as per the internal audit work plan due
to understaffing.

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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In the circumstances, the effectiveness of the internal controls could not be confirmed. a‘nr“ ”

The audit was conducted in accordance with ISSAls 2315 and 2330. The Standards |
require that | plan and perform the audit to obtain assurance about whether effective \
processes and systems of internal controls, risk Management and overall governance

were operating effectively in all material respects. | believe that the audit evidence | have \
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance \

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

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

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

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

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

the control environment.
Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
INTOSAI Framework of Professional Pronouncements (IFPP). The Framework requires
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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cor!sidered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

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

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

Detailed description of my responsibilities for the audit is located at the Office of the

Auditor-General's  website  at: https://www.oaqkenvg.qo.ke/auditor-qenerals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCP%CBS

AUDITOR-GENERAL

Nairobi

27 December, 2024

Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024
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County Government of Lamu
County Executive of Lamu

Annual Report and Financial Statements for the year ended June 30, 2024

Description

SNO!

9. Statement of Receipts and Payments for the year ended 30th June 2024
% : : s :! 220232024
RS YR

Wy T

P TPRLSTRY
ST

Receipts

Transfers from the CRF 1 | 3,447,419,685 | 3,023,748,938
Miscellancous receipts 2 ® :
Total receipts 3,447,419,685 [ 3,023,748,938
Payments

Compensation of employees 3 1,593,862,717 | 1,455,759,111
Use of goods and services 4 635,385,335 689,563,357
Subsidies 5 - -
Transfers to other government entities 6 116,143,266 275,814,479
Other grants and transfers 7 127,382,478 133,361,228
Social security benefits 8 50,141,270 45,676,554
Acquisition of assets 9 663,852,668 560,798,092
Finance costs, including loan interest 10 - -
Repayment of principal on domestic & foreign i

Borrowing - -
Other payments 12 33,800,000 31,000,000
Total payments (3,220,567,735) | (3,191,972,821)
Surplus/deficit 226,851,950 | (168,223,883)

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

of the financial statements. The County Executive’s financial statements were approved on 24"

September, 2024 and signed by:

Chief 6fﬁcer Finance

Name: CPA Salma Omar Ahmed
ICPAK Member No: 15009

Directorchounting Services
Name: CPA Mohamed A. Abubakar
ICPAK Member No: 23585
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County Government of Lamu
County Executive of Lamu

Annual Report and Financial Statements for the year ended June 30, 2024

10. Statement of Assets and Liabilities as at 30th June 2024

PEscripton

\'l‘ll'(.-,‘t.j ;

202352023

Kishis Eea s =

2022-2023

IKshs'

Financial assets

Cash and cash equivalents

Bank balances 13A 391,897,910 168,392,692
Cash balances 13B - "
Total cash and cash equivalents 391,897,910 168,392,692
Outstanding imprests and advances 14 2 o
Total financial assets 391,897,910 168,392,692
Financial liabilities

Deposits and retentions 15 100,725,007 92,320,522
Net financial assets 291,172,903 76,072,170
Represented by

Fund balance b/fwd. 16 76,072,170 244,296,052
Prior year adjustments 17 (11,751,217) :
Surplus/deficit for the year 226,851,950 (168,223,883)
Net financial position 291,172,903 76,072,169

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

of the financial statements. The County Executive’s financial statements were approved on 24"

ﬁ%},_

Director Accounting Services
Name: CPA Mohamed A. Abubakar
ICPAK Member No: 23585

September, 2024 and signed by:

Chief Officer Finance

Name: CPA Salma Omar Ahmed
ICPAK Member No: 15009
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County Government of Lamu
County Executive of Lamu

Annual Report and Financial Statements for the year ended June 30, 2024

ey ‘

“”-l.{ur!"!i“i]i_o

Receipts from operating income

11. Statement of Cash Flows for the period ended 30" June 2024

2023:2024

Kshs

2022200

IKshs

Transfers from the CRF 1 3,447,419,685 3,023,748,933
Miscellancous receipts 2 2 A
Total receipts from operating income 3,447,419,685 3,,023,748,938
Payments for operating expenses

Compensation of employees 3 1,593,862,717 1,455,759,111
Use of goods and services 4 635,385,335 689,563,357
Subsidies 5 - -
Transfers to other government entities 6 116,143,266 275,814,479
Other grants and transfers 7 127,382,478 133,361,228
Social security benefits 8 50,141,270 45,676,554
Finance costs, including loan interest 10 = *
Other payments 12 33,800,000 31,000,000
Total payments for operating expenses 2,556,715,066 2,631,174,728
Net receipts/ (payments) from operations 890,704,619 392,574,210
Adjusted for:

Prior year adjustments 17 (11,751,217) -
Decrease/(increase) in outstanding imprests & advances 18 - 166,100
Increase/(decrease) in deposits and retentions 19 8,404,485 (14,247,978)
Net cash flow from operating activities . 887,357,887 378,492,332
Cash flow from investing activities

Acquisition of assets 9 (663,852,668) (560,798,092)
Net cash flows from investing activities (663,852,668) (560,798,092)

Cash flow from Financing activities
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County Government of Lamu
County Executive of Lamu

i |

Descriptionss
Rymcn of principa on domestic and foreign

Borrowing

Annual Report and Financial Statements for the year ended June 30, 202

T
‘L = e ——— : 'V'.';,, et et
KS his FAg e 1 55

Net cash flow from financing activities

—

]
!
]

Net increase in cash and cash equivalents 223,505,219 (182,305,760)
Cash and cash equivalents at beginning of the year 168,392,692 350,698,452
Cash and cash equivalents at cnd of the year 391,897,911 168,392,692

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

; . th
of the financial statements. The County Executive’s financial statements were approved on 24

September, 2024 and sighed by:

ko )
-

Chief Officer Finance
Name: CPA Salma Omar Ahmed
ICPAK Member No: 15009

Director Accounting Services
Name: CPA Mohamed A. Abubakar

ICPAK Member No: 23585
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County Government of Lamu
County Executive of Lamu

Annual Report and Financial Statements for the year ended June 30, 2024

A: Statement of Comparison of Budget & Actual Amounts — Recurrent for the year ended 30"™ June 2024

Kshs

Kshs

Kshs Kshs Kshs
Receipts
Transfers from the CRF 2,226,171,972 | 289,135,689 | 2,515,307,661 2,384,428,774 130,878,887 95%
Other receipts - = = - - -
Openingibaiance forNon-Refundable/bank -| 13,480,284 13,480,284 13,480,284 -1 100%
balances in Special Purpose Account
Total 2,226,171,972 | 302,615,973 | 2,528,787,945 2,397,909,058 130,878,887 95%
Payments
Compensation of employees 1,528,657,771 66,251,616 | 1,594,909,387 1,593,862,717 1,046,670 100%
Use of goods and services 478,252,820 66,952,429 545,205,249 491,587,848 53,617,401 90%
Subsidies - - - - = -
Transfers to other government units 34,625,500 | 62,036,173 96,661,673 76,329,742 20,331,931 79%
Other grants and transfers 105,000,000 22,471,078 127,471,078 127,382,478 88,600 100%
Social security benefits 46,172,582 11,145,357 57,317,939 50,141,270 7,176,669 87%
Acquisition of assets 23,463,299 49,959,320 73,422,619 57,202,256 16,220,363 78%
Finance costs, including loan interest - - - - 2 =
Repayment of principal on borrowings - - - - - =3
Other payments 10,000,000 23,800,000 33,800,000 33,800,000 - 100%
Total 2,226,171,972 | 302,615,973 | 2,528,787,945 2,430,306,311 98,481,634 96%
Surplus/(deficit) - - - (32,397,253) 32,397,253
, v
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County Government of Lamu
County Executive of Lamu

Annual Report and Financial Statements for the year ended June 30, 2024

Reconciliation

Final Actual Expenditure as per the Combine Budget Statement 3,220,567,735
Final Actual Expenditure as per the Budget Execution by Programmes and Sub-Programmes Combine 3,183,410,123
Difference: Transfer to CRF (Unspent Balances)) 37,157,612

NB: This statement is a disclosure statement indicating the utilisation in the same format at the County budgets which are

programmatic. Its totals tie to the combined budget statement in number 12 above.

18

CamScanner


https://v3.camscanner.com/user/download

LAMU COUNTY EXECUTIVE
Annual Report and Financial Statements
For the year ended June 30, 2024

13. Significant Accounting Policies

The key accounting policies adopted in the preparation of these financial statements are set out

below:
a)  Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis [PSAS financial
reporting under the cash basis of accounting, as prescribed by the PSASB and set out in the
accounting policy notes below. This cash basis of accounting has been supplemented with
accounting for; a) Receivables that include imprests and salary advances and b) Payables that
include deposits and retentions. The receivables and payables are disclosed in the Statement of
Assets and Liabilities. The financial statements are presented in Kenya Shillings, which is the

functional and reporting currency of the County Executive all values are rounded to the nearest

Kenya Shilling. The accounting policies adopted have been consistently applied to all the years

presented. The financial statements comply with and conform to the form of presentation

prescribed by the PSASB.

b)  Reporting entity

The financial statements are for the Lamu County Executive. The financial statements encompass

the reporting entity as specified under section 164 of the PFM Act 2012.
¢)  Recognition of Receipts and Payments
i) Recognition of receipts

The County Executive recognises all receipts from the various sources when the event occurs, and

the related cash has been received by the Executive.
ii) Transfers from the County Revenue Fund (CRF)

Transfer from CRF is recognized in the books of accounts when cash is received. Cash is
considered as received when payment instruction is issued to the bank and a notification received

by the entity.
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iti) Proceeds from sale of assets

Proceeds from the sale of assets are recognised in the statement of receipts and payments when the

related monies from the sale are received by the entity.

d) Recognition of payments

The County Executive recognises all expenses when the event occurs, and the related cash has been
paid out.

i) Compensation of employees

Salaries and Wages, Allowances, and statutory contributions for employees are recognized in the

period when the compensation is paid.

ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are
consumed and paid for. Such expenses, if not paid during the period where goods/services are
consumed, shall be disclosed as pending bills.

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they
incurred and paid for.

iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in which
the repayment is made.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of
acquisition and proceeds from disposal of these items are treated as payments and receipts items
respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal

consideration and the fair value of the asset can be reliably established, a contra transaction is
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N
recorded as receipt and as a payment. A fixed asset register is maintained by each public entity any
2 summary provided for purposes of consolidation. This summary is disclosed as an annexure tq

the consolidated financial statements.
e) In-kind contributions

In-kind contributions are donations that are made to the County Executive in the form of actual
goods and/or services rather than in money or cash terms. These donations may include vehicles,
equipment or personnel services. Where the financial value received for in-kind contributions can
be reliably determined, the County Executive includes such value in the statement of receipts and
payments both as receipts and as an expense in equal and opposite amounts; otherwise, the

contribution is not recorded.
f)  Third Party Payments

This relates to payments done directly to supplier on behalf of the county Executive such as;
national government may fund the operation of health or education program; a donor may pay
directly for construction of a given market etc. Details of payments by third parties on behalf of the

county Executive are detailed in the notes to these financial statements.
g) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value.
Bank account balances include amounts held at the Central Bank of Kenya and at various

commercial banks at the end of the financial year.
Restriction on cash

Restricted cash represents amounts that are limited /restricted from being used to settle a liability
for at least twelve months after the reporting period. This cash is limited for direct use as required
by stipulation. Amounts maintained in deposit bank accounts are restricted for use in refunding

third party deposits. As at 30™ June 2024, this amounted to KShs 93,087,410 compared to KShs
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83,202,806 in prior period as indicated on note and the other restricted funding is gratuity this

amount to Kshs 7,637,597 compared to Kshs 10,039,394 in prior period as indicated on note.

h) Imprests and Advances

For the purposes of these financial statements, imprests and advances to authorised public officers
and/or institutions which were not surrendered or accounted for at the end of the financial year is
treated as receivables. This is in recognition of the government practice where the imprest
payments are recognized as payments when fully accounted for by the imprest or AIE holders.
This is an enhancement to the cash accounting policy. Other accounts receivables are disclosed in

the financial statements,

i)  Third Party Deposits and Retention

For the purposes of these financial statements, deposits and retentions held on behalf of third
parties have been recognized as accounts payables. This is in recognition of the government
practice of retaining a portion of contracted services and works pending fulfilment of obligations
by the contractor and to hold deposits on behalf of third parties. This is an enhancement to the cash
accounting policy adopted and prescribed by the Public Sector Accounting Standards Board. Other

liabilities including pending bills are disclosed in the financial statements.
i)  Non-current assets

Non-current assets are expensed at the time of acquisition while disposal proceeds are recognized
as receipts at the time of disposal. However, the acquisitions and disposals are reflected in the
County Executive’s fixed asset register a summary of which is provided as a memorandum to these

financial statements.
k) Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from contracted
goods or services during the year or in past years. As pending bills do not involve the payment of
cash in the reporting period, they are recorded as ‘memorandum’ or ‘off-balance’ items to provide

a sense of the overall net cash position of the County Executive at the end of the year. Pending bills
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form a first charge to the subsequent year budget and when they are finally settled, such payment;

are included in the statement of receipts and payments in the year in which the payments are made.

1) Contingent Liabilities
A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

i) It is not probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; or

if) The amount of the obligation cannot be measured with sufficient reliability.

Some of contingent liabilities may arise from: litigation in progress, guarantees, and indemnities.

Letters of comfort/ support, insurance, Public Private Partnerships.

The County Executive does not recognize a contingent liability but discloses details of any
contingencies in the notes to the financial statements unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote. Note xx and Annex 7 of this

financial statement is a register of the contingent liabilities in the year.

m) Contingent Assets

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

the change occurs.
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n) Budget

The budget is developed on the same accounting basis (cash basis), the same accounts
classification basis, and for the same period as the financial statements. The County Executive's
budget was approved as required by Law and as detailed in the County Revenue Allocation Act.
The original budget was approved by the County Assembly on 30" June 2023 for the period 1"
July 2023 to 30 June 20.24 as required by law. There was 2 number of supplementary budgets
passed in the year. A high-level assessment of the County Executive s actual performance against

the comparable budget for the financial year under review has been included in an annex to these

financial statements.
o) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.
p) Subsequent events

Events subsequent to submission of the financial year end financial statements to the National
Treasury and other stakeholders with a significant impact on the financial statements may be

adjusted with the concurrence of National Treasury.
q) Prior Period Adjustment

During the year, errors that have been corrected are disclosed under note 17 explaining the nature

and amounts.
r) Related Party Transactions

Related party means parties are related if one party has the ability to:
a) Control the other party or
b) Exercise significant influence over the other party in making financial and operational
decisions, or if the related party entity and another entity are subject to common control.

Relates party transaction is a transfer of resources of obligations between related parties regardless

of whether a price is charged.
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14, Notes to the Financial Statements

1. Transfer from the CRF

20222022
Description KShs
Total exchequer releases for quarter 1 452,776,316 467,309,190
Total exchequer releases for quarter 2 839,468,607 531,865,193
Total exchequer releases for quarter 3 628,455,996 690,451,279 |
Total exchequer releases for quarter 4 1,526,718,766 1,334,123,276 |
Total 3,447,419,685 3,023,748,938

2. Miscellancous Receipts

D €SC] ‘;i!' 1)

Total

3. Compensation of Employees

Deser; Lo

670,185,119

610,240,538

Basic salaries of permanent employees

Basic wages of temporary employees 77,952,526 63,802,665

Personal allowances paid as part of salary 758,547,538 725,972,187

Personal allowances paid as reimbursements 1,941,129 1,446,452

Employer contribution to compulsory national social

schemes 85,236,405 54,297,270
Total 1,593,862,717 1,455,759,111

The increase of Compensation of Employees resulted from the new recruitment of employees,

annual increment on the basic salary which also resulted to increase in pension and the review of

salaries for County Public Service Board Members also contributed to change in total salaries

paid to Employees.
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Notes to the Financial Statements (Continued)

4. Use of Goods and Services

Utilities, supplies and services 51,656,148 58,683,810
Communication, supplies and services 14,852,027 13,237,768
Domestic travel and subsistence 66,950,394 91,719,188
Foreign travel and subsistence 4,434,941 1,263,330
Printing, advertising and information supplies & services 13,153,694 9,832,583
Rent and Rates 4,663,818 3,589,139
Training expenses 2,845,411 9,332,529
Hospitality supplies and services 18,593,145 31,917,200
Insurance costs 109,574,320 156,958,073
Specialized materials and services 136,682,249 160,716,103
Office and general supplies and services 20,755,136 10,592,357
Fuel, oil and lubricants 81,594,900 68,268,975
Other operating expenses (including bank charges) 78,846,374 43,504,014
Routine maintenance — vehicles and other transport
equipment 21,178,198 22,546,652
Routine maintenance — other assets 9,604,580 7,396,636
Total 635,385,335 689,563,357

5. Subsidies

Descrption
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Notes to the Financial Statements (Continued)

6. Transfer to other Government entities

pl\'v}!vl', /{l}u,

'![,a...(!”“,“ KSh!

Transfers to county government entities

Transfer to CRF 37,157,612 16,132,134 |

Other current Transfers, Grant and subsidies 16,997,700 79,480,495 | |

Other Capital Grant and Trans 61,987,954 180,201,851 |
Total 116,143,266 275,81 4,471J

The Transfer to CRF is unspent Balance from the operational account transferred back to the CRF

account at the end of the Financial Year.

7. Other Grants and Transfers

7‘“':}"} v,rl{ﬁ"fl ] ;,” ‘:f)‘-_jf’\’q""‘
AN R ITANAS | AV Y/ ANV AA

}“I'.}_\'Itn;i'!]i(lh { ‘A:‘;-“ﬁ ;: ]-:'_‘“.‘

Scholarships and other educational benefits 126,977,782 131,997,978
Emergency relief and refugee assistance 404,696 1,363,250
Total 127,382,478 133,361,228

The Scholarship and Other Educational Benefits are grant transfer for the purpose of issuance of

bursary and scholarship.

8. Social Security Benefits

| 885020%2()23"

B e B

D 6SCEIDLION J .r B K‘h‘“k‘ ; ”]:C-\H ,h
Social Security Benefits 50,141,270 45,676,554
Total 50,141,270 45,676,554

These are employees pensions (Gratuity) who are on contract.
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Notes to the Financial Statements (Continued)

9. Acquisition of Assets

Descaption

2023-2024

KSHS

202252023

];'OJ 1S

Non - Financial Assets

Purchase of buildings ' . -
Construction of buildings 82,741,590 22,506,956
Refurbishment of buildings 24,523,239 12,288,843
Construction of roads 109,668,106 137,515,953
Construction and civil works 265,596,445 168,736,701
Overhaul and refurbishmént of construction & civil works - 3,497,812
Purchase of vehicles and other transport equipment 11,468,000 57,674,160
Overhaul of vehicles and other transport equipment - -
Purchase of household furniture and institutional equipment 608,843 678,920
Purchase of office furniture and general equipment 19,778,928 23,669,876
Purchase of specialized plant, equipment and machinery 75,408,646 28,070,303
Rehabilitation and renovation of plant, machinery & Equip. - -
Purchase of certified seeds, breeding stock and live animals 31,933,528 32,999,397
Research, studies, project preparation, design & supervision - =
Rehabilitation of civil works 7,996,932 2,499,713
Purchase of Specialized Plant 16,790,030 27,394,099
Acquisition of ICT Equipment’s 3 =
Acquisition of land g g
Acquisition of intangible assets

Other domestic account receivables (Pending Bills) 17,338,381 43,265,359
Total acquisition of non- financial assets 663,852,668 560,798,092 i
Financial Assets "
Total acquisition of financial assets - =
Total acquisition of assets 663,852,668 560,798,092

28


https://v3.camscanner.com/user/download

County Government of Lamu
County Executive of Lamu
Annual Report and Financial Statements for the year ended June 30, 2024

Notes to the Financial Statements (Continued)

10. Finance Costs, including Loan Interest f

3920232024566

Description | Kstis

Total ' y

11. Repayment of Principal on Domestic Lending and On-Lending

Descriptiona

12. Other Payments

Descriptionss : SR !
Civil Contingency Reserves 33,800,000 10,000,000
Capital Transfer to Non-Financial Public Enterprises 5 21,000,000
Total 33,800,000 31,000,000

Amount under Civil Contingency Reserves is a transfer to Emergency Fund.
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Annual Report and Financial Statements
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Notes to the Financial Statements (Continued)

Cash in hand should also be analysed as follows:

) SCEIption

Total

14. Outstanding imprests and advances

gDescription

: Total

BreakdowniofAnprestandiSalary;Adyauceper,

) and Ttal %
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Notes to the Financial Statements (Continued)

15, Deposits and Retention

pescriptior

20222023

i \r‘».' ] ) (

Deposits 93,087,410 83,202,806
Retention Monies 7,637,597 9,117,716
Total 100,725,007 92,320,522
Ageing analysis for
Ageing analysis: Current % of the | Comparative | % of the
Retentions FY 2023-2024 Total FY 2022-2023 Total
Under one year 45,024,514 48% 31,914,320 38%
1-2 years 22.145.426 24% 46,771,443 56%
2-3 years 23,447,094 25% 2,497,698 3%
Over 3 years 2,470,376 3% 2,019,345 2%
Total (tie to above total) 93,087,410 [ 100% 83,202,806 | 100%
Current % of the | Comparative | % of the
Ageing analysis: Gratuity FY 2023-2024 Total FY 2022-2023 Total
Under one year s 0% 906,540 10%
1-2 years e 0% - 0%
2-3 years = 0% - 0%
Over 3 years 1,637,597 100% 8,211,176 90%
Total (tie to above total) 7,637,597 100% 9,117,716 100%
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16. Fund Balance Brought Forward

"H—‘.';:"l!i_“'h ] 20222023

Ksh:

Bank Accounts ' 168,392,692 250,629,392,
Cash in Hand 4 69,060
Outstanding Imprests and Advances - 166,100
Third party deposits and retention (92,320,522) (106.568,500)
Total - 76,072,170 244,296,052

Note: The fund balances brought forward refers to the comparative financial year's closing

balances.

17. Prior Year Adjustments

A prior period adjustment really applies to the correction of an error in the financial statements of a

prior period.

pescription: Balance ;l‘/hi‘i_'»iu{:; vi‘li}_(l‘fii_u_'lrtj-!j,[n. -\l_j[ll.i(-'-“

quringithesycar Balanceib/f;

relatingtoiprior

PEr1odUs
Description of the Error Kshs | Kshs Kshs
Bank Account Balances 168,392,691 (11,751,217) 156,641,474
Total 168,392,691 (11,751,217) 156,641,474

Note: This adjustment involves correcting the opening balance of the Lamu County ASDSP II

Account which was transferred for Conditional Grant.
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Notes to the Financial Statements (Continued)

18. Increase/ (Decrease) in Outstanding Imprests and Advances r

Description:

Imprest and Advances as at 1¥ July (A)

Imprest and Advances as at 30 June (B)

Increase)/ Decrease in Imprest and Advances (C=(B-A))

19. Increase/ (Decrease) in Deposits and Retention

P TV B P

KSh's e

i'PjI:,x';‘m;.a;',ri'r.m o BETGh ,
Deposits and Retention s as at 1¥ July (A) | 92,320,522 | 106,568,500 |
Deposits and Retention as at 30" June (B) 100,725,007 92,320,522
Increase/ (Decrease) in Deposits and Retentions C= B-A 8,404,485 (14,247,978)

Note: Payables as at 1" July for FY 2023-2024 should be the same as payable as at 30" June for
the Comparative FY 2022-2023
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20. Other Important Disclosures

1. Pending Accounts Payable (See Annex 2)

Description

L?

1011S: E.

Paid duri;

Ls :; i‘

.ﬂ-.—./

F

Construction of Buildings 20,172,764 2,806,955 4,325,895 | 18,653,824
Construction of Civil Wotks 8,468,116 4,164,152 5,979,236 6,653,033
Supply of Goods 21,677,675 1,598,696 | 16.038,569 | 13,237,802
Supply of Services 12,881,471 1,018,226 3,321,763 | 10,577,934

Total 69,200,027 9,588,029 | 29,665,463 | 49,122,593

2. Pending Staff Payables (See Annex 3)

CSCEIPLION

Total

Paj

diduring]

3. Other Pending Payables (See Annex 4)

Balance FAdditionstfon d{during
20222023881 |

e [

..-..,:n_ i . o - A

4. External Assistance

-~y

20222023

ESCEIption:
e e SR S e S
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a) External assistance relating to loans and grants

(2023202450 ‘ 2022-2023.

D ESOripion B s s | EKSlis Ksh:

Total

b) Undrawn external assistance

—

PUrposeiforayhichithemndrann

eXternaliassistanceimaysbeiused

¢) Classes of providers of external assistance

I_B.l_;\'(ghﬁ“j'_i(i):n

Total

d) Non-monetary external assistance

Total Z =

e) Purpose and use of external assistance.

Description

Total - - -
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1) External Assistance paid by Third Parties on behalf of the County Executive by Source

This relates to external assistance paid directly by third parties to settle obligations on behalf of
the County Executive.

2023-2024 20222023

Descriptiorn

Ksh! Ksh

Total

5. Payments by Third Party on Behalf of the County Executive

This relates to payments made directly to supplier on behalf of the county Executive. For example,

the national government may fund the operations of health or education program, a donor may pay
directly for construction of a given market etc.

5.1 Classification by Source

DEscription

20232024

SERKSHS!

Total

202322024

IKShS:

6. Related Party Disclosures

Related party disclosure is encouraged under non-mandatory section of the Cash Basis IPSAS.

The following comprise of related parties to the County Executive:

i) Key management personnel that include the Governor, the Deputy Governor Members of

the County Assembly, CECs and Chief Officers for various County Ministries and
Departments,
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i) County Ministries and Departments.
1i) The National Government.

iv) Other County Governments Entities and

v) State Corporations and Semi-Autonomous Government Agencies.

Related party transactions

Description

BRshoRin

20222023

Key Management Compensation (Governor, CEC
Members And Cos)

Transfers To Related Parties

Transfers to County Assembly 427,368,719 362,476,400
Transfers to Other County Government Entities 150,123,671 162,945,269
Transfers to Development Projects # ]
Transfers to Non-Reporting Entities E.G Schools And Welfare s =
Transfers to County Water Service Providers 10,000,000 31,000,000
Expenses paid on Behalf of County Water Service Providers 11,063,027 9,762,624
Total Transfers To Related Parties 598,555,417 566,184,293

Transfers From Related Parties .

Transfers From the CRF 2,978,362,651 | 3,354,101,613

Transfers From National Government MDAs 227,054,314 102,529,473

Transfers From SCs And SAGAs - National Government - -

Total Transfers From Related Parties 3,205,416,965 | 3,456,631,086
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7. Establishment of other County Government Entities

The PFM Act, 2012 section 182 enables the County Government to establish and dissolve County

Corporations/ entities. For purposes of follow up on financial reporting, audit and disclosure,

outlined below is a list of entities established by the County Government since inception.

liDatelEstablishied

‘ Datests

RKeHiover:)

Liocation}

[" WA ccounting Officer
| responsible

|
i

Lamu County Bursary and Scholarship Fund 2014 Lamu Chief Officer - Education
Lamu County Fisheries Development Agency 2014 Lamu Chief Officer - Fisherier
Lamu County Emergency Fund 2014 Lamu Chief Officer - Finance |
Lamu County Staff Housing Fund 2019 Lamu Chief Officer - Finance
Lamu County Youth Development Fund 2018 Lamu | Chief Officer - Education
Lamu County Disability Fund 2018 Lamu Chief Officer - Education
Lamu County Women Empowerment Fund 2018 Lamu Chief Officer - Education
2018 Lamu Municipal Manager

Municipality of Lamu

8. Leasing of Medical Equipment

Amounts relating to leased medical equipment are included in the County Allocation Revenue Act

and are budgeted for by the Counties. This amount is deducted at source and therefore not included

in the exchequer. Since this is not a cash item, it is not included in the statement of receipts and

payments

9. Contingent Liabilities

Gori

B D0 e bt b

Court Cases Against the Entity

5000000

5,000,000

Total

5,000,000

5,000,000
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