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HEADQUARTERS 
Anniversary Towers 

Monrovia Street 
P. O Box 30084-0010° 

NAIROBI OFFICE OF THE AUDITOR-GENERAL 

Enhancing Accountability 

REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF LAMU FOR 

THE YEAR ENDED 30 JUNE, 2024 

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. 

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, Rjsk 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 

I 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 

Report of the Auditor-Genera/ on County Executive of Lamu for the year ended 30 June, 202 4 



a summary of significant accounting policies and oth_er . explanatory information . accordance with the provisions of Article 229 of the C?nstitut1<:>n of Kenya and ~ection ~t\ • 
of the Public Audit Act 2015 I have obtained all the information and explanations Wh· ~ ~ to the best of my kno~ledge ·and belief, were necessary for the purpose of the audit. 'Ch -In my opinion, except for the effect of the matters described in the _Basi~ for Qualified 
Opinion section of my report, the financial st~tements present fairly, 1n all material 
~espects, the financial position of County Executive of Lamu as at 30 _June, 2024 and of 
its financial performance and its cash flows for the year then e~ded, 1n accordance with \ 
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 as indicated below: 

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 and - 27,342,539 27,342,539 
Advances 

-Deposits and Retention 100,725,007 5,578,003,766 5,477,278,759 
Fund Balance b/fwd 76,Q72,170_tl 2,993 1805~022 2,917,732,852 
Prior vear Adjustments ( 11 I 7 51 I 21 7) . - 11,751,217 
Surolus/Deficit for the year 226,851,950 264,009,562 37,157,612 b) The statement of cashflows and IFMIS records releveled unexplained variances as indicated below: 

Statement of 
Cash Flows IFMIS Variance Item (Kshs) (Kshs) (Kshs) Transfers to Other Government (116,145,266) (78,985,654) 37,159,612 Units 

Prior vear Adjustment (11,751,217) 1,165,817,678 1,154,066,461 Increase in Deposits and Retention 8,404,485 0 8,404,485 Net Cash Flow from Operating 887,357,887 2,093,679,908 1,199,630,558 Activities 
Net increase in Cash and Cash 223,505,219 1,429,827,240 1,206,322,021 Equivalents 
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Statement of 

Item 
Cash Flows IFMIS Variance 

(Kshs) (Kshs) (Kshs) 

Cash and Cash Equivalents at 168,392,692 7,114,639,009 6,976,246,317 

BeQinninQ of the year 

Cash and Cash Equivalents at end 
of the year 

391,897,911 8,544,466,249 8,162,568,338 

The variances arose due to differences in the opening balances. 

In the circumstances, the accuracy and completeness of the annual report and financial 

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. 

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 International Standards for Supreme 

Audit Institutions (ISSAls). I am independent of the County Executive of Lamu 

Management in accordance with ISSAI 130 on the 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 

1. Budgetary Control and Performance 

The statement of comparative budget and actual amounts: recurrent and development 

combined reflects final receipts budget and actual on a comparable basis of 
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Kshs.3,951,337 ,952 and Kshs.3,469,572,977 res~e~tively resu~ing n~o ~x~~it~~-funding of Kshs 481 764 975 or 12% of the budget. Similarly, the ou Y ~ b e macte payments totall
1

ing to Kshs.3,220,567,734 against an approve udge\ of Kshs.3,951,337,952 resulting to an under-performance of Kshs.73o,77o,218 or 181/o of the budget. 

The underfunding and underperformance affected the planned activities and may have impacted negatively on service delivery to the public. 
2. Late Exchequer Releases 
The statement of receipts and payments reflects total receipts of Kshs.3,447,419,685 in respect of transfers from the county Revenue Fund (CRF) and as disclosed _in Note 1 to the financial statements. Review of the CRF bank statement revealed receipts totalling Kshs.716,219,255 were received near or after the closure of the financial year. 
This means that 21 % of all the County Executive's receipts were received near the closure of the year and this may have negatively impacted on service delivery. There is need for The National Treasury to release the Exchequers in good time for effective implementation of budgeted activities and programs. 
My opinion is not modified in respect of these matters. 
Key Audit Matters 

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

Unresolved Prior Year Matters 

In the previous audit report several issues were raised under Report on Financial Statements, Report on Lawfulness and Effectiveness in Use of Public Resources and 
I 

Report on Effectiveness of Internal Control, Risk Management and Governance. However, although the Management has indicated that some of the issues have been resolved and mechanisms put in place to resolve those outstanding, evidence of resolution has not been provided as a result of which the matters remained unresolved as at 30 June, 2024. 

Other Information 

The Management is responsible for the other information set out on page iii to Ix which comprise of County Information, Governance statement, statement of performance against county predetermined obje_ctives and Environ~ental and Sustainability Reporting. The Other Information does not include the financial statements and my audit report thereon. 

In connection with my audit on the County Government of Lamu financial statements, my responsibility is to read the other information and in doing so, consider whether the other 
Report of the Auditor-General on County Executive of La~ufor the year ended 30June, 2024 
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infor~ati~n is mat~rially inconsistent with the financial statements or my knowledge 

obtained m the audit or otherwise appears to be materially misstated. If based on the work 

I have performed, I conclude that there is a material misstatement of this Other 

Information, I am required to report that fact. I 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, 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 

1. Compensation of Employees 

The statement of receipts and payments reflects payments in respect of compensation of 

employees totalling Kshs.1,593,862, 717 as disclosed under Note 3. Review of records 

revealed the following: 

1.1 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 

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. 
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1.3 Non-Competitive Hiring of Interns fi. 
M ement made payment totalling to ~ According to the payroll records, the an;~ M rch 2024. However, the need t-! Kshs.900,000 to nine (9) interns from July, 202 0 f n~tices applications intervie s assessment report and requisition from th~ depa~me~ s, rd were' not provided for aud~ report and approval by the County Public Service D~~14N/105 issued by the Pubr Contrary to the Circular reference number PS~/A . roved sti ends ic Service Commission on 13 October 2016 which describes app P and · . . ' • • It provides that holders of at least subsistence allowances for interns m the pubhc service. 

000 th Bachelor's Degree from a recognized university get Kshs.25, . pe~ mon . and Kshs.4,000 as Daily Subsistence Allowance (DSA) whenever _the intern. is required to undertake official assignments outside the assigned duty station. A review ~f _Human Resource records indicated that interns were on the payroll, but they were r~ce~vmg less monthly stipend than the amount provided for in the circular. M_an~gement 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 Note 4 reflects use of goods and services totalling to Kshs.635,385,335. Included is payments totalling Kshs.81,594,900 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, 
Report of the Auditor-General on County Executive of Lamu for the year ended 30 June, 2024 
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contract management internal procurement procesS, wor~,owbl ~antagement, trac~i 
' 

through the ava, a e ,ea ures and rn ~~ 

payments, deliverables and other processes 
Odu1~t 

of thee-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 ~se of goods and services 
totalling to Kshs.635,385,335. Included is payments totalh~g Kshs.136,682,249 on 
specialized materials and services out of which payments totalling Kshs.15,708,279 was 
in respect of purchase of food stuffs. The food stuffs were procured_ ~y the various 
hos_pitals through use of quotations. However, evidence that t~e ent1t1es 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, contract 
ma~agement, internal procurement process, workflow management, tracking payments, 
dehverables and other processes through the available features and modules of thee­
procurement system. 

In the circumstances, Management was in breach of the law. 4. Irregular Procurement of Consultancy Services 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.66,718,344 was paid consultancy services to eleven (11) firms for planning, survey 
and regularization of farms, trading centres and towns. A further Kshs.5,933,942 was paid 
to an individual for preparation on a draft GlS based valuation roll for Lamu County (60% 
reports). However, 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 in support of a payments were not provided contrary 
to the provisions of Section 53 (1) of the Public Procurement and Asset Disposal Act, 
2015 which provides that all procurement by State organs and public entities are subject 
to the rules and principles of this Act and that an accounting officer shall prepare an 
annual procurement plan which is realistic in a format set out in the Regulations within 
the approved budget prior to commen~ment of each _financial year as part of the annual 
budget preparation process. In add1t1on, the specific parcels 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. 

d
. G I County Executive or Lamu for the year ended 30 June, 2024 

Report of the Au ,tor- enera on 
'J 

1 

\ 



5. Irregular Payment of Subscription Fees to County Public Service Board (CSPB) 11 

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 accounting 

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 

The statement of receipts and payments reflects payments totalling Kshs.116, 143,266 in 

respect of other current transfers, grants and subsidies and as disclosed in Note 6 to th~ 

financial statements. Included in these payments is Kshs.4,000,000 made to the Council 

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. 

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. 
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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 ca bro 
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 acquisition 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 

Management engaged a local company in respect to Manda Yawi-Raskitau Water Project 
at a negotiated 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 Lamufor the year ended 30 June, 2024 
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commissioning as itemized in the Bill of Quantities. The contract was sign 
27 October, 2023 with a completion period of four (4) months. However, a p~-' 
verification done on 2 October, 2024, one (1) year later, revealed that although the d 1ec 
liabil~ty period of six (6) months ( ending ~7 August, 2024) was o~er. and the rete~iie~ 
monies due, the project was not yet operational, and had n~t served its intended PUrpos0n 
Even though Management attribute the state to the vandalism of wells. e. c) Irregular Variations of Contract on Construction Works for Faza Desafinar 

Plant 
10n Manageme~t paid amount is Kshs. 7,527,386 during the y~ar under revie~ in respect of 

Faz~ desahnation plant out of which Kshs.3,971,393 was tn respect of pnce variations 
Review of the documents provided for audit revealed that the County awarded th~ 
contract for supplying, delivery and installation of a plant house to a local firm in 
2021/2022 _financial year. However, minutes of the. tender a~ardi~g authority 
recomn:,end1ng approval for price variations were not provided f~r audit review contrary 
to Section 139 (1) and (4) of the Public Procurement and Asset Disposal Act, 2015 which 
provides that an amendment or a variation to a contract resulting from a procurement 
proceeding is effective only if the variation or amendment has been approved in writing 
by the respective tender awarding authority within a procuring entity and the price 
variation is based on the prevailing consumer price index obtained from Kenya National 
Bureau of Statistics or the monthly inflation rate issued by the Central Bank of Kenya. In 
addition, a field verification done on 7 October, 2024 revealed that the project was not 
operational. Management attribute the failure to provide minutes to oversight during audit 
due to absence of relevant documentation. 
9.3 Delay in the Construction of the Governor's Residence Included in this amount are payments totalling Kshs.82, 741,590 in respect to construction 
of buildings out of which Kshs.13,499,920.50 was paid to a construction company in 
respect to construction of the Governor's Residence. As previously reported, the project 
file revealed that a memorandum of understanding between County Government of Lamu 
and National Government had been signed on 31 March, 2021 allocating two (2) acres of 
land for the construction of the residence and the contract for the construction of the 
residence was signed on 16 February, 2023 between the County Government and 
contractor at a contract sum of Kshs.44,090,374 with a completion period of twelve (12) 
months. Further, the contract completion period was extended to 1 March, 2024. Audit 
inspection of the proje~t do~e on 7 Oct?ber, 2024 reve~le? t~at the project. is still n?t 
complete. Delay in proJect 1mplementatIon may be an I~d1cat1on of ,~effectiveness ,n 
management of public resources an_d pr~longed completion of the proJect may lead to 
unnecessary additional costs due to mflat1on. 9.4 Stalled Construction of Lamu County Headquarters · usly reported, Management entered into contract to construct the County 
As ~rev,':t at Mokowe on 24 June, 2019 at a contract sum of Kshs.126,823,550 ~nd 
Hea qua ~rs tw (2) years up to 24 June, 2021. In the Memorandum of Understanding 
was to run or .0 with the State Department for Public Works in January, 2021, the 

(MOU) entered f m~ 300/c of the cost of the project and National Government to fund the 

County was to unA ~f 
9 

to payment records, the County had made payments of 

balance of 70%. ccor m 
. 

Executive of Lamu for the year ended 30 June, 2024 
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Kshs.31,987,330 while the National Government had paid Kshs.11,079,962 which 

translates to total 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. 

However, 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. 
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. . f the payments on computers, laptops . In the circumstances, the authenticity od d Management was in breach of th~ rn, 1 
and photocopiers could not be confirme an 

aw . . • d s ds Breeding Stock and Live An· \ 
9.7 Irregular Procurement of Certifie ee ' 1tna\i . ents reflects payments totalling Kshs.6~3,852 66 . 
The statement of receipts and paym . I d ·n Note 9 to the financial stat ' 81~ respect of acquisition of assets and as discos~ I ect of urchase of certifi ernents. Included in these payments is Kshs.31,933,528 m resp _P . led seeds b d. t k d 1• • 1 However the process of reg1strat1on of farmers anct th .' 

ree mg s oc an ,ve amma s. , t b documented to • . e1r 
acreage at the County Government level has no een • Justify the distribution of the seeds to each beneficiary. Management avers that the process of registration of farmers was done in the month of September,_ 2023 through the National Government Food System Resilience Program (FSRP) coordmated by the FSRP County Co-ordinator to recruit 20 254 farmers across the County and the data was hosted by the Kenya Integrated Agric~ltural Management lnformatio~ System (KI_AMIS) database. The FSRP is a Government of Kenya Project focus~ng on ~nsurmg food security and building resilience to complement and build on other mterventIons by the World Bank that support the Government's current Bottom Up Economic Transformation Agenda (BET A) and implemented under the State Department of Crops Development and Agricultural 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. 
In the circumstances, the authenticity of payments in respect of purchase of certified seeds, breeding stock and live animals could not be confirmed. 
10. Grounded Motor Vehicles and Transport Equipment 
As previo~sly reported, audit inspection of the County assets revealed that the County motor vehicles, tractors, motorcycles, motor boats and tuk tuks whose details are as indicated in the table below: 

Type Total Good Condition Grounded Motor Vehicles 68 17 51 Tractors 15 8 7 Motor Boats 19 6 13 Tuk Tuk 3 - 3 Motor Cycle 84 71 13 Total 189 102 87 Management did not provide measures put in place for ensuring that the grounded vehicles were repaired or disposed_ of to prevent further loss. In addition, the Management did not prepare an annual a~sets disposal p~an contrary to ~egulation 176( 1) of the Public Procurement and Asset Disposal Regulations, 2020 which states that an Accounting Officer of a procuring entity ~hall 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 equipment as set out und~r Section 53(4) of the Act. 
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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.442,521,976. 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 

BuildinQs 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 

BioloQ ical 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 

department does not have the capacity to offer legpl advice and the County is likely to 

incur avoidable and exorbitant legal charges. 

In the circumstances, Management was in breach of the law. 
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Acquisition of Assets . tat· n Status on 13. Pro1ect lmplemen •0 
ts totalling Kshs.663 as~ ts reflects paymen ' c,66~ The statement of receipts and pay~en 

9 to the financial s~at~ments. The 2023,i ~~, acquisition of assets as reflected m Noted. February 2023 indicated that one hun~l.1 Annual Development Plan (AD~) prepare in lined ~p for implementation w r~ and twenty-four (124) proIects w~ret implementation status indicates that 0% Kshs.1,492,820,000. However, . the pro~i Kshs 790 262,423 were implemented 0~n, hundred and forty-six (146) proJ~cts w~) oJ·ects pt'anned to be implemented w 01 the one hundred and eighty-six (18 . ~r w· 0nh Kshs 1 422 550 007 The details are as indicated belo • . • I I I 

Project Status 
~ 

Estimates Actual' 
Department ADP 

4 2 --
County Executive 10 

2 2 ---Finance 2 
12 10 -Agriculture and Food Securitv 14 
16 14 -Lands 5 
22 15 -Water and Energy 9 

Education and Vocational Training 13 31 14 Medical Services 20 42 37 Trade and Tourism 5 12 11 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 but were accounted for as if they were received by the cutoff date contrary to Regulation 97 of the Public Finance Management (County Governments) Regulations, 2015 which states that the accounts of the County 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 ~hat year may be open for the purposes referred to specified transactions in this regulation. 
In the circumstances, Management was in breach of the law. 
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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 I comply with ethical requirements and plan and perform the audit to obtain 
assurance about whether the activities, financial transactions and information reflected in 
the financial statements comply in all material respects, with the authorities that govern 
them. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my conclusion. 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT 
AND GOVERNANCE 

Conclusion 

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

Basis for Conclusion 

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 Lamufor the year ended 30 June, 2024 
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co~sidered material if, individually or in the aggregate, they could reasonably be expected 

to mfluence 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 I 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, I 

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, I am required to submit the audit report in accordance with Article 229(7) of the 

Constitution. 

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

Auditor-General's website at: https://www. oagkenya. go. ke/aud itor-generals­

responsibilities-for-aud it/. This description forms part of my auditor's report. 

FCP~CBS 
AUDITOR-GENERAL 

Nairobi 

27 December, 2024 
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