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Annuol Report and Financiol Statements for the year ended June 30, 2023

l. Acronyms & Glossary of Terms

I'SASt]

FY

f iduciary Management

CO

KCB

GPO

I'AYI:

NSSF

NIIIF

Public Sector Accounting Standards Board

Financial Year

Key management personnel who have financial responsibility in

the entity.

Chief Ofhcer

Kenya Commercial Bank

General Post Office

Pay as you Eam

National Social Security Fund

National Hospital Insurance Fund

ll
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2.K y Entity Information and Management

a) B ckground information

Municipality of Kilifi is established through UrbanAreas and Cities t No. 13 of
2 1 and Municipal Charter. The Municipal Board's objective is to enhanc provision of
q ity urban services

an promote environmental sustainability

b) Pri

The V

Missir

"To fz

Servicr

lncipal Activities

ision of the Municipality is "Safe, inclusive and sustainable developmen

DN

tcilitate realization of a progressive Municipality through provision of
es which promote, environmental sustainability"

CorelobJectives are:-

o To enhance provision of quality Urban services

. To promote environmental sustainability

lity Urban

June 2023

Mandr

Goven

Ete of the Municipality

nance and management of Urban Areas through service delivery provisio

Management

unicipality's management is under the following key organs

County department of Housing and Urban Development
The Municipal Board
The Municipality Manager

luciary Management

f management personnel who held office during the financial year ended 3

p had direct fiduciary responsibility were:

c)

The Mt

d) Fid

'Ihe ke;

and wh

K":v

a

a

a
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1

2

)
4

5

6

Elius K. Chipa
Sifa Karabu
Vivienne Nzai

Muni
Senior Accountant
Princi I Administrative Officer

Caroline Mtana
.lanet l'suma
C'arolyn Kamino

Chief Human Resource Officer

Environment Officer

e) Fiduciary OversightArrangements

i. Audit and Risk Management Committee

Chai ersonI

2

-)

4

5

6

Member
Member

Zainab Salim
le

Member
Member
Chief Internal Auditor

f) Registered Offices

P.O. Box 519-80108
Alliance Towers Building
Second Floor
Kilifi

S) Contacts

E-mail : kilifi municipaliry@kilifi . go.ke
Website: www.kilifi . go.ke/kilifi municipality

h) Bankers

I. NCBA
Kilifi Branch
P.O. Box 44599-00100
Nairobi

2. Kenya Commercial Bank
Kilifi Branch
P.O. Box 528 - 80108
Kilifi

3. National Bank
Kilifi Branch
P.O Box 1392 - 80108 Kilifr

Munira Al eed

PhilisterKahindi
--l

lv

Ilef Name Position

Rcf Position

Snr. Community Developn.rent

Name
Getrudah Sidi

Olficer

t

Moses GundaMunga

Duncan N
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3. Municipality Board

Charles M. Ngala

Date of birth:12th Nov 1958
I

I'

F)xpcriencc
o He has over 32 years work experience in the roads, rail, shipping and transport sectors in

Kenya and Europe.
. Charles brings into the Kilifi Municipality Board a wealth of experience in management,

transport and Logistics.
I Ie is the Chai rson ofthe Board

Ms. Munira Jadeed

Date of birth:30th June 1984

Academic Qualification:
Master Degree in Project Planning and Management

Bachelor's Degree in Urban and Regional Planning

Experience:

r She is an Urban and Regional Planner in the Private Sector

r l0 years' experience in the field of Urban and Regional Planning Management

. Member of the Habitat Committee

She is the Vice Chairperson of the Board

I Ionourablc .lane Kamto

, Academic Qualification:

I Bachelors of Education in English Literature

lE*p".i.n..,
| 27 y.urc of Experience in education administration

vt

Academic Qualifi cation:
. He holds a Bachelor of Arts
o Major in Economics from the University of Nairobi.
o I{as a Qualilying Diploma in Shipping (UK )

I

I

(IECM Lands, Energy, Physical Planning, Housing

and Urban Development

g*
/l

f
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Academlc Qualification
' Masters in Business Administration

, a. Experience:

.Over 8 years experience in Finance and Accounting

He is the Chief Officer for Housing and Urban planning

Mr. Ali Abubakar

Date of Birth:1988

Academic Qualification :

r Certificate in Child Counselling, Kenya Association of
Professional Counsellors

Experieuce:

. Served as a Board Member of KIMAWASCO
o National Delegate Representing-Kilifi County Maendeleo ya Wanawake
. Head of State Commendation (HSC-Civilian Division)

She is the Chairperson of the Social Services and Economic Develo

Zainab Salim

Date of Birth:20th April 1958

pment Committee

Experience:

. Veterinary surgeon by prof-ession and a Community Worker
by choice and practise

o He is an alumnus ofLenana Schools (Duke of york) and The
. University of Nairobi Veterinary School.

He is the Chairperson of the Finance and Administration committee

Dr.Silas Mzungu Chitibwi

Date of Birth:2lst Oct 1952 -

Academic Qualifi cation :

Bachelor of Veterinary Medicine

I
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County Government of KiliJi
Municipality of KiliJi
Annual Report and Financial Statementsfor the year ended June 30,2023

Getrudah Sidi Kirenge

E,xperience:

Kanchory and Company Advocates Associate Advocate

She is the Chairperson of the Audit, Monitoring and
[.]va I uation Cornmittee

Patricia Luvuno Chonga

Datc of Birth :29th June 1986

Academic Qualifi cation:

Bachclor's Degree of Business Administration (BBA)

Experience:

o CEO -Kenya National Chamber of Commerce and Industry
Kilifi chapter.

o Appointed to the Kilifi Budget and Economic Forum

Duncan Kubahatisha Nyale

Date of Birth :15th April l98l

Academic Qualifi cation :

Master degree in Information System

Bachelor's degree in Information Technology

Experience: l3 years in ICT Administration and Management

covering areas including Computer Programming Management

lnlormation Systems.

He is the Chairperson of Transport and Infrastructure Committee

T

L

Mr. Illius Chi a

v l

I)ate of Birth:27th Aug 1988

Academic Qualification:
. Masters of Arts

o Bachelor of I-aw. u

(tr\

,

She is the Chairperson of the Physical planning ,, Urban Development and Environment Committee
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Date of Birth:3Oth Jan 1972

Academic Qualifi cation:
Master's Degree in Urban Management (MUM)

Bachelor of Arts

He is the Municipal Manager of Kilifi Municipality
I

I

tx

County Government of Kilifi
Municipolity of Kilili

Experience:
Over l5 years' experience in Administration and

Management
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4. Key Management Team

Elius K. Chipa

Date of Birth:3Oth Jan 1912

Acadcmic Qualification:

o Master's Degree in Urban Management (MUM)

o Bachelor of Arts

I)xperience:

. Over 15 years' experience in Administration and

Management

I Ie is the Municipal Manager of Municipality of Kilifi

Sifa Karabu
Datc of Birth 6'h .luly 1987

i Academic Qualification: Bachelor of Commerce -
i Accountins Ootion

CPA Part II

Experience. Has over 6 years' Experience in Finance

and Accounting

He is the Accountant in charge of the Municipality of
Kilifi

Vivian Nzai

I)atc of llirth: lgtr' April. 1976

Acadcmic Qualification: Bachelor of Comrnerce

Irrpcricnce.
o Has Ovcr tcn years' experience in

adrninistration

Shc is thc Administrative ofticer for the Municipality
ol Kilill

r-

x

County Government of Kilifi
M n tt i c i p o I ity of Kil iJi
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t lon

sources

O /1

,

Bachelor of Business Administration (HR)
MSC (HRM)

Experience:
o Has Over five years' experience in human
management

She is the Chief Human Resource officer for
Municipality of Kilifi

5.Caroline Mwaka Mutana

Academic Qualification

a

a

Date of Birth: 25th. Jan 1981

Experftnce:
She f[a$ over 5 years in Environmental issues and EIA

She is ln Environmental Officer for the Municipality of
Kilifi

Carolyn ILose Kamino
Date of Birth: I st July 1989

Academic Qualifi cation:
BDS, MBA (Strategic Management)

Experience:
Over 7 years in community der.elopment activities and
Social safeguards issues

She is a Senior Community Development Officer at the
Munic[pality of Kilifi

Janet Tsuma

Date of Birth:09th Oct 1975
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Academic Qualifi cation :

Degree of Environmental Science.
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5. Municipality Board Chairperson's Report

It is my pleasure to present on behalf of the Board of the Municipality of Kilifi the Financial

Statements for the year ended 30th June 2023

Successes Made

The projects which had earlier been started in the previous financial years through

funding from Kenya Urban Support Program were all completed. These projects included

the refurbishment of the Oloitiptip Market and upgrading service road' construction of

F'ire station and Upgrading of sea horse Road.

a

a Review of the Board Performance

The board transacts its business through meetings of its committees and the Full board.

During the year the board held four (a) full board meetings in line with the Urban Areas

and Cities Act and the Municipal Charter.

Challenges Faced during the Year

Reliance on technical support from the county department ofpublic works has been a

challenge as most of the time the officers are engaged in other county departmental

assignments causing delays on the side of the Municipality. In adequate funding has been

a great challenge as well.

Board and Management Changes during the year

'Ihe County Executive Committee Member, Hon Maureen Mwangovya. a Member of the

Board as per the amended Urban Areas and Cities Act term came to an end was replaced

by Hon Jane Kamto.

Also the Chief Officer in charge of Housing and Urban Development and a member of

the Municipal Board was replaced by Abubakar Ali who is the current Chief Officer for

that department.

o

a

xll
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a ture Outlook

e Board expects that all the functions delegated to the Municipalit including the
spective staff and other resources be transferred to enable effective de ery of urban
rvices to the people

e board is also following up on the recruitment of Kev staff to enable Municipality
orm lts ro les and mandate effectively

e Board will ensure that the public is involved in all its undertaking ugh public
cipation as provided for in the constitution, the Urban Areas and cit Act and thc

unicipal Charter

ppreciation

take this opportunity to express my sincere gratitude to the County G ernment. our
evelopment Partners, Kilifi county stakeholders, Management team at arge and My
llow Board Members, for their full support as we endeavour to deliver s CCS

r

a

Ch a rles
Chairp

la
onof the Board

of KitiJi
r ended June 30, 202JFin Stote efl forte ond 0n Ic oI m ls r oev

xul

Government of Kilifi

the
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6. Report of the Municipality Manager
'l'he Municipality of Kilifi was established through the Urban Areas and Cities Act of 2011 and as

amended in 2019 and the Municipal Charter

1. l'he Refurbishment of Oloitiptip Market and service road a project the Municipality had

been undertaking since FY 2018/2019 was completed and traders were allowed to start

using the market.

2. 'Ihe Construction of a Fire station and emergency Centre a project funded by KUSP which

started in the last financial yeu 2020-2021 with an allocation of 126,750,100, continued

through out the year and much progress was made. The Ksh 29,000,000 expected from the

county government was received during the previous financial year giving a major boost

to the projects funding. By the close of the year a total of Kshs. 131,374,719.2 had been paid

in favor of the project. Also the Proposed Upgrading of the Sea horse to Bitumen standards

project started the previous FY was completed-

3. 'the Municipality had a total budget of Kshs. 262,739,554 out of which 243'184,612 was

utilised leaving a balance of Kshs 19,554,942 which had been requested from the county

executive but had not been received by the closure ofthe financial year.

T

1%

Signed

tr UDG

IUSE OFB GOODS

O STAFF COST

tr BOARD EXPENSES

tr UNUTILIZED

fi41
Elius'K. Chipa
Municipal Manager

t4%

xtv

BUDGET UTILIZATION

23%
t6%

34.1

trACQUIZATION OF ASSETS

8%
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statement of Performance Against predetermined objectives for the 2022t2023

Annual

7

Introduction

Section 164

financial ye

Government

(2) (f) of the Public Finance Management Act,2Ol2 requires that, at

ar, the Accounting Officer when preparing Financial Statements o

entity in accordance with the standards and formats prescribed by th

he key development objectives, of the Board of Municipality of Kilifi 2022/2023

a) Provlde quality and sustainabre physical infrastructure in the Urban Area
Provlde sustainable land use planning and management

To enhance quality Urban Services for social development

To promote environmental sustainability

b)

provide the progress on attaining the stated objectives

e end ofeach

each County

Public Sector

ans were to

The project is
complete.

This pro,ject
complete

hccountifg standards Board includes a statement of the county Government enti performance
against predetermined obj ectives

,I'

c)

d)

of Oloitiptip
Market and
Service roads

onstruction of
Fire Station

I

The R urbishment

C

To develop a market
design that promotes
growth, flexibility,
greater integration and
col laboration /harmoniz
ation ofthe functions of
the market users. To
provide a refurbished
market that complies
with national
environmental and civil
engineering standards,
and meet building

ulation in force. Etcre

Increase of
traders as a
result of the
expansion.
General
improvement
of the Urban
Economy
Reduction of
environmental
risks as a
result of
replacing the
asbestos etc.

To construct a modern
fire station that will
ensure protection of life
and businesses

Safe
environment
for the
residents and
businesses

Efficiency and
effectiveness
in fire rescue
and disaster
management

xv

Below

Irpgram j Indicator ;l)ertbrrrr:rrrccObjectivc i Outconlc

Increased

trading
activities
Improvement 

I

of the drainage I

system I

Increase in the I

amount of I

revenue I

collection. I
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Proposed

Upgrading of

the Sea horse to

Bitumen

standards

project

This project is

complete

'l'he two projects mentioned above have been able to facilitate the achievement of the above-

me ntioned ob.iectives

Objectives yet to be met

Objective of Providing sustainable land use planning and management is yet to be achieved as this

function is yet to be delegated to the municipality.

Challenges

. Delegated tunctions are yet to be transferred to the Municipality

. Land use planning and management is yet to be delegated to the municipality.

o Identification of Relocation site to accommodate the traders took some time hence the

delayed

. Capacity of the Supervising County Department was wanting hence delayed

o Inadequate Human Resource Capacity

o Inadequate budget allocation

Opportunities

. Goodwill from external donors

o Positive support from the public

. Proximity to the water bodies hence access to the blue economy

Reduce the

time and cost

oftravel and

enhance

business

Quicken
transport for
goods,
services and
people

To Upgrade Junction
A7 KPLC Sea horse to
Bitumen standards to

ease transport

xvl
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vernment of KiliJi
c

t

orporate Governance Statement

Process of appointment and removal of Board members.

As per the Urban Areas and Cities Act No. I 3 of 201 I , Section I 9 spec

process of appointment of Board members. The removal of Board M
highlighted in Section l4 of the same act

Roles and functions of the Municipality Board members,

The roles and functions of the Board of the Municipality is as per

Municipal Charter.

Number of Municipality Board meetings held and the attendance to th
members,

The Board during the 202212023 held four (4) meetings in line with th
Charter. These meetings were attended by all board members.

Succession plan,

les the

ers ls

IV of-the

meetings by

unicipal

l, Section lt)

Members is

c

d

Boards succession plan, as per Urban Areas and Cities Act No.l3 of 2
specifies process of appointment of Board members. The removal Bo
highlighted in Section 14.

Existence of a service charter,

The Municipality is in the process of developing customer service C
Conflict of interest,

conflict of interest, The Board is aware of part vu Miscelraneous p ision of thc
amended Urban Areas and Cities Act _ Section 50

Board remuneration,

The remuneration of the board is guided by SRC guidelines. The bo
paid allowances as advised bv the SRC

r

members are

xvll
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DATEBOARD COMMITTEE NAME

2t1912022

211t212022

301312023
2

3

2316120234

Finance & Administration

t5ltzl2022
221612023

Audit & Risk Management Committee

221612023

Social Services & Economic Development

2t1612023

Physical Planning, Urban Development
Environment

&

2211212022

2t1612023

Transport & Infrastructure

'['he meeting held by the various committees are tabulated below

S/no
All Members

All Members

All Members

All Members

All Members

All members

All Members

All Members

All Members

All Members

1

7

0

B

1

xvlll

5.

6.

le.

ATTENDANCE
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vernment of Kilifi
lity of KiliJi

Re

anagement Discussion and Analysis

inancial Performance

e was a balance brought forward of KShs. 66,655,049 under Urban Dev
shs. 1,194,559 received during the period making a total of Kshs. 67,

. 66,600,340 was used to pay for Construction ofthe fire station project
ading ofthe Sea horse to Bitumen standards project

Municipality had a total budget of Kshs. 262,76g,ss4 our of which 2
ed, a balance of Kshs. 19,554,942 had been requested from the receive
financial year

rojects

hrough funding from World Bank, the Municipality is implementin
onstruction of Fire Station and upgrading of Sea horse road. Thes

mpleted during the Fy

ompliance with Statutory requirement

e board held four (4) board meetings during the period as required b
harter and the urban Areas and cities Act 2011 and as amended in 2019

he Municipality has been complying with statutory requirement by remi
eductions to the respective entities

xlx

opment Grant

9,607 out this

the Proposed

,184,612 was

by the closure

two Projects-

projects were

the Municipal

g all statutory

Annuol

O. t 

fajor 
risks facing the Municipalify 

I
, 
j. ,n"o.ouate budgetary allocation 

I
I rnt Municipality is still facing inadequate budgetary allocation t.r.J,,, nor able t.
I discharge irs tull mandate. I

c,
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2. Delayed transfer ofdelegated functions

The delegated functions and other resources are yet to be transferred to the Municipality

liom other departments. This has denied the resoulces (financial, human, tools and

equipment's) to the municipality to discharge its full mandate as per Urban Areas and

xx



2. l]nvironm ental pcrfo rma nce

The Muiricipality developed a Solid waste management policy that guides the da]
to mana[e waste. e r--'-J -to-day eflbrrs

The Municipality procured garbage collection containers to improve on garbage c llection

3.Employee welfare

Through the county Public Service Board, the Human Resource policies and pro

County Government of KitiJi
Municipality of KiliJi
Annual Report and Financial Statements for the year ended June 30, 2023

t0. Environmental and Sustainability Reporting

l. Community Engagements

The Mtnicipality of Kilifi has had an engagement with the stakeholders and the
through public participation forums as well as creating a culture of invorving the
of govemance and in project planning and implementation

members of all ethnic groups, persons with disabilities and minorities. Recruirme
Policy and Gender Mainstreaming policy also guides on the hiring process.

The occbpational Health and Safety policy provides for the Health, Safety and we
entploy{ and all persons lawfully present at workplaces and related matters.
installatiln of fire extinguishers and emergency exits in buildings are in place.

cal leaders

blic in matters

ures Manual

ender, youth,

and Selection

for the Public Service May, 2016 guides on recruitment based on fair compet on and merit
represerfiation of diverse communities, adequate and equal opportunities to all

are o f persons

easures like

xxt

Trainin{ ard development programs conducted allows employees to acquire nfv skills hencc
imlrov{ employee performance and boost productiviry. The Municipality of Ki} has put into
considefion that staff at least attend one crucial training each financial y.ul Fu.th.r*o..,
Perforhrfnce Contracting is cascaded by linking performance contracts to the stfr performance
appraipf system (SPAS). I
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I l. Report of the Municipatity Board Members

'l'he Board Members submit their report together with the audited financial statements for the

year ended June 30, 2023 which show the state of the Municipality affairs'

Principal activities

'fhc principal activities of the Municipality are

o Provide for efficient Urban services to the people

Provide for governance mechanism to enable the public to participate in public service

delivery

Pursue development opportunities

Provide high standard social services involving public and stakeholders through public

partlclpatlon

Develop and enforce Municipal by-laws

Foster the economic, social and environmental wellbeing of the inhabitants

l)crform an ce

'l'he performance of the Municipality for the year ended June 30,2023 are set out on page xlll

lloard Members

l'he members of the Board who served during the year are shown from page vii to x

The changes in the Board during the financial year aIe as shown below:

Auditors

The Auditor General is responsible for the statutory audit of the Municipality in accordance

with Article 229 of the constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

o

o

o

a

o

W,
Secretary of the Board

I)atc L2a"

xxll
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12. Statement of Management's Responsibilities

Section 
f 80 of the Public Finance Management Act,,2or2requires that, at the end each financial

year. thl Accounting officer of the Municipality established by Urban Areas and

The Mtrficipality manager is responsible for the preparation and presentation of thf, unicipalitv's
financial statements, which give a true and fair view of the state of affairs of the nicipality lbr

13 of 201 I shall prepare financial statements in accordance with the standar
prescribed by the Public Sector Accounting Standards Board.

and as at the end of the financial year ended on June 30, 2023. This respons
(i)maintaining adequate financial management arrangements and ensuring that thes

implerrrerrting and maintaining internal controls relevant to the preparation and fair
the finarfial statements, and ensuring that they are free from material misstatemen

estimales, in conformity with Intemational public Sector Accounting Standards (lp
manner required by the PFM Act,2ol2 and, Urban Areas and cities Act No. 1

ities Act No.

and formats

ility includes:

continue to be

iii)Designing.

resentation ol

, whether duc

S), and in thc

of 201l. 'lhe

the Iinancial

effective throughout the reporting period, (ii) maintaining proper accounting records] hich disclose
with re$onable accuracy at any time the financial position of the Municiparit

to errorl or fraud,(iv)Safeguarding the assets of the Municipality,(v)Selectingl and applying
approF$te accounting policies, and (vi)Making accounting estimates that are re
circurns&nces.

nable in the

The Muhicipality Manager accepts responsibility for the financial statements. w ch have been
prepared using appropriate accounting policies supported by reasonable and pruden{ udgments and

Municipality Manager is of the opinion that the financial statements give a true and ir view o1'thc
state of 

funicipality's 
transactions during the financial year ended June 30, 2023,

position hs at that date.

xxlll

The Mu{icipality Manager further confirms the completeness of the accountins r..&, which have
been relifd upon in the preparation of financial statements as well u" tt . ua.q*., of*. sysrems ol'
intemall 

fnancial 
control. In preparing the financial statements. the Municipalitl Manager has



Coutrty Government of Kilifi
Municipolity of Kilifi
,,1ttnual Report and Financial Slatements for the year ended June 30,2023

assessed the Municipality's ability to continue as a going concern and disclosed' as applicable'

lnatters relating to the use of going concem basis of preparation of the financial statements.

Nothing has come to the attention of the Municipality Manager to indicate that the Municipality will

n.t remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

Tlre Municipal'.s financial statements were approved by the Board on 13s Septembet,2}23 and

sigrled on its behalf by:

ae^,
\ame: c'r,rfr. M. Ngala

Ohairperson of the Board

M
Name: Elius K. Chipa

Municipality Manager

xx lv
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statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended and a summary of sigrrificant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Municipality of Kilifi as at 30 June, 2023 and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Managemenl Acl, 2012, Urban Areas and Cities Act, 2011 and Kilifi
County Subsidiary Legislation, 201 9.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

Review of the annual report and financial statements of the Municipality revealed the
following anomalies:

(i). The statement ot financial performance reflects public donations and contributions -
UDG comparative total of Kshs.25,828,272 and transfer - purchase of PPE amount
of Kshs.11,612,070. However, the previous year's financial statements reflect
corresponding amounts of Kshs.Nil thus resulting in unexplained variances of
Kshs. 25, 828,27 2 and Kshs. 1 1,61 2,07 O respectively.

Further, the statement reflects a surplus amount for the comparative year of
Kshs.6,532,144 while the recalculated amount is Kshs.43,972,485 resulting in
unexplained variance of Kshs.37,440,U1.

ln addition, Note 11 to the financial statements reflects expenditure on use of goods
and services for the comparative period totalling Kshs.54,218,745 while the
recalculated amount is Kshs.46,355,584 resulting to unexplained variance of
Kshs.7,863,161.

(ii). The statement of financial position reflects accumulated surplus of Kshs.90,410,317
while the corresponding surplus in the statement of changes in net assets is indicated
as Kshs.105,131 ,886 resulting to unexplained variance of Kshs.14,721 ,569.

Further, Note 17 to the financial statements reflects assets'costs and depreciation
for only one financial year (202212023) instead of two (2) comparative years as
prescribed in the recommended reporting template.

(iii). The statement of changes in net assets reflects capital/development grants/Fund
amount of Kshs.129,691,396 as at 30 June,2022 while the recomputed balance is
Kshs.116,533,012 resulting to an unexplained variance of Kshs.'13,158,384.

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

Report of the Auditor-General on Municipality of Kilifi for the year ended 30 June, 202 3
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2. Overstateme

The statement of
totalling Kshs.53,
includes domesti
Kshs.402,700 re

nt

finanC a pe rfo rm ance
I 06 525 aS d SC oSEd
c ra e and S ubS Stence expe nd u re ot KSh S I 3 854 I
a d o the pre ou S vear Managemen t d d no e

overstatement in the current year's expenditure was not corrected

ln the
and se

circumstances, the accuracy and completeness of expenditure o
rvices could not be confirmed.

3. Doubtfu! Recoverability of Receivables

ln the circumstances, the accuracy, validity and recoverability of the recei
Count/ Executive balance of Kshs.6,633,769 could not be confirmed

The au
lnstituti
accordi
in acct
applica
eviden<

dit was conducted in accordance with lnternational Standards of
pns (lSSAls). I am independent of the Municipality of Kilifi

[noe with ISSAI 130 on Code of Ethics. I have fulfilled other ethical

[rdance with the ISSAI and in accordance with other ethica

lle to performing audits of financial statements in Kenya. I believ
>e I have obtained is sufficient and appropriate to provide a basis

oprnron.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final
and actual on comparable basis of Kshs.262,739,554 and Ks
respectively, resul
Similarly, the Mun
Kshs.262,739,554

t ns n an U nde r 'fU nd ns of KS hS 1 1 7 494 4I2 o r 45o/o

c pa ity expended KSh S 243 1 B4 6 1 2 asa nSt an app

reSU It ns n an U nde r xpend itu re of KS hS 1 I 554 94
budget. The under-funding and related under expenditure affected the pl
of the Municipality and may have negatively impacted service delivery to

tr/y opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgme
significance in the audit of the financial statements. There were no key
report in the year under review.

Report of the Auditor-General on Municipality of Kilifi for the year ended 30 June, 202 3
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Other Matter

Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June, 2023. Management
has indicated that the issues were discussed at the County Assembly but the report has
not yet been published.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

lrregular Procurement of Printing, Advertising, Supplies and Services

The statement of financial performance and Note 11 to the financial statements reflect
expenditure totalling Kshs.53,906,525 in respect of use of goods and services. lncluded
in the expenditure is an amount of Kshs.1 ,312,054 in relation to printing, advertising,
supplies and services. Review of the supporting payment vouchers revealed an amount
of Kshs.1,034,580 worth of services was procured using cash which was beyond the
allowed amount of Kshs.50,000 per item per year. This is contrary to Section 107 (b) of
the Public Procurement and Asset Disposal Act, 2015 which states that the estimated
value of the goods, works or non-consultancy services being procured are less than or
equal to the maximum value per financial year for that low-value procurement procedure
as may be prescribed.

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

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter descdbed in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my

Report of the Auditor-General on Municipality of Kilifi for theyear ended 30 June, 2023
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report, I confirm that, nothing else has come to my attention to cause m o believe that
ve.internal controls, risk management and tlverall governance were not effe

Basis for Conclusion

Weakness in Governance and Operational Environment

Review of the governance and operational environment of the Municipa for the year
under review revealed that there was failure to delegate functions d to transfer
delegated authority by the County Government. Although the Urban A as and Cities
Act, 201 1 as amended in 2019 recognized the functions of a Municipality ard to include
control of land use, land sub-division, land development and zoning by pu lic and private
sectors, the same was not included in the list of delegated functions
Gazette Notice No.790 of 22 November, 2019.

effectively, in all material respects. I believe that the audit evidence I h
sufficient and appropriate to provide a basis for my conclusion.

ln the circumstances, the effectiveness of the governance and operation I environment
of the Municipality could not be confirmed

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330 e standards
r processes
re operating

require that I plan and perform the audit to obtain assurance about wh
and systems of internal control, risk management and overall governance

ecified in the

e obtained is

Responsibilities of Management and those Charged with Governanc

Manag
statem

ment is responsible for the preparation and fair presentation of ese financial
nts in accordance with lnternational Public Sector Accounting Sta ards (Accrual

Basis) and for maintaining effective internal controls as Management etermines is
necessary to enable the preparation of financial statements that are fre from material

effectivenessmisstatement, whether due to fraud or error and for its assessment of th
of internal controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for

e
e

ssessing the
Municip
related

ality's ability to continue to sustain its services, disclosing, as app ble, matters
to sustainability of services and using the applicable basis of ac unting unless

Management is aware of the intention to terminate the Municipality or to ce operations

Management is also responsible for the submission of the financial sta ments to the
Public AuditAuditor-General in accordance with the provisions of Section 47 of lh

Act,2015.

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

Those charged with governance are responsible for overseeing the

the financial
ring that the
tements are

esources are

Municipality's

compli
a
a

I reporting process, reviewing the effectiveness of how Manage
nce with relevant legislative and regulatory requirements, ensurin

financi ent monitors

Report ofthe Auditor-General on Municipality of Kilifi for the year ended 30 June, 2023
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processes and systems are in place to address key roles and responsibilities in relation
to overall governance and risk manageme'nt, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constituticn
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

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

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from

Report of the Auditor-General on Municipality of Kilifi for the year ended 30 June, 2023
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fra
for

u
g
d is higher than for one resulting from error, as fraud may in lve collusion,
ery, intentional omissions, misrepresentations, or the override of i ernal control

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

Concl
ACCOU

ude on the appropriateness of Management's use of the appl ble basis of
nting and, based on the audit evidence obtained, whether a mat ial uncertainty

nableness of

oubt on the
al uncertainty
d disclosures
o modify my

a

exists related to events or conditions that may cast significant
Municipality's ability to sustain its services. lf I conclude that a mate
exists, I am required to draw attention in the auditor's report to the rela
in the financial statements or, if such disclosures are inadequate,

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

Obtain sufficient appropriate audit evidence regarding the financial i

business activities of Municipality to express an opinion on the financi

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

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

opinion. My conclusions are based on the audit evidence obtained u to the date of
my audit report. However, future events or conditions may cause the
cease to sustain its services.

unicipality to

a

a

I statements,
epresent the
ntation

rmation and
statements

nces

ed scope and
eficiencies in

I also Management with a statement that I have complied with r levant ethicalprovide
ements
matters

requrr regarding independence and communicate with them all rel ionships and
other that may reasonably be thought to bear on my independen , and where
applicable, related sdfeguards

FCPA
AUDI R.GENERAL

11 March,2024
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16. Statement of Changes in Net Assets For the Year Ended 30 June 2023
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Cost

maintenance

N activities

from

cash florvs

and cash

25,828,272

85,902,578

29,000,000_

7,863,161 _

81,775,715

(86,130,870)
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l8' statement of Comparison of Budget & Actual Amounts for the year ended 30 June2023

By the close of the FY the Kiti/i county declttive hod not yet transferred the budgeted amounts to rhe municipaliry infup arso rhere was an amount of Ksh5'831'032 that wt' added to the MuniciPalilies budget during the supplementary budget. Also the Municipality receiyed an inrerest amounring to l<shs.940,656 fron bank deposits during the year.

5

Revenue
KShs KShs KShs KShs KShsUrban Development Grant 71,413,722 7t,413,722 I,194,559 70,219,163 2%GovemmentCounty 184,ss4,144 5,83 1,032 190,385,176 143,t09,846 47,275,330 7 5YoInterest income

940,656 940,6s6 940,656
t00%Other income

Total income 255,967,966 6,771,699 262,739,554 145,245,062 117,494,492 5s%

Expenses

Acqusition of assets - UDG 7 t,413,722 71,413,722 66,600,340 4,8 r3,383 93o/oAcqusition ofassets - Recurrent t8,434,640 18,434,640 13,527,009 4,907,631 73%Acqusition of assets - Dev 3 1,900,000 3 1,900,000 28,837,759 3,062,241 90o/oUse of Coods and Services 88,967,81 I 6,',171,688 95,739,499 88,967,81 I 6,771,688 93%Board Expenses 7,727,819 7,727,819 7,727,8t9 t00%Staffcosts 37,523,874 37,523,874 37,523,874
l00o/oInterests

Total expenditure 255,967,966 6,771,699 262,739,554 243,184,6t2 19,554,942 93%Surplus for the period
(97,939,550) 97,939,550

{elb) o Fd./r

.,,1

-d)c

Transfers from the
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Notes to the Financial Statements

neral lnformation

unicipality of Kilifi is established through the Urban Areas and cities Act

Inancial statements have been prepared and presented in Kenya Shillings, w

onal and reporting currency of the entity.

nancial statements have been prepared in accordance with the pFM Act and In

I Sector Accounting Standards (IPSAS). The accounting policies adopted
I

lenlly applied to all the years presented.

I

The

as

Cou

20ll and

ended in 2019 and the Municipal Charter. The Municipality is wholly o d by the

y Covernment of Kilifi and is domiciled in Kenya. The Municipal Board,s ective is
toe ce provision of quality urban services and promote environmental sustaina lity

The oard's principal activity is Service delivery

2 tement of Compliance and Basis of preparation

The nancial statements have been prepared ona historical cost basis exce for the

meas rement at re-valued amounts of certain items of property, plant and u lpment.

mark table securities and financial instruments at fair value, impaired assets at thei

reco rable amounts, and actuarially determined liabilities at their present

pre ation of financial statements in conformity with International public Sector unting

Stan s (IPSAS) allows the use of estimates and assumptions. It also requires m agement

to ex ise judgment in the process of applying the entity's accounting policies

stimated

ue. The

h is the

national

ve been

The ft

lunctir

The fit

Public

cons ts

6
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3. Application of New and revised standards (IPSAS)

i. New and amended standards and interprelalions in issue ffictive in the year ended

30 June 2023.

IPSAS 4l: Financial

Instrulnents

Applicable: l't January 2023:

The objective of IPSAS 4l is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their

assessment of the amounts, timing and uncertainty of an Entity's

luture cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, bY:

' Applying a single classification and measurement model for

financial assets that considers the characteristics ofthe asset's

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

. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope ofthe guidance'

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

management strategies and the accounting treatment for

instruments held as part of the risk management strategy.

(Slalc tttt itttputl o.f tht stun urd lo tha []nlil.t' iJ relcvuttt)

Applicable: 1't January 2023

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a

reporting Entity provides in its financial statements about social

benefits. The information provided should help users of the financial

statements and general-purpose financial reports assess:

(a) The nature ofsuch social benefits provided by the Entity.

IPSAS 42: Social

Benefits

7

Effective date and impactlSttndard
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chemes:

Entity's

to the

ertently

ples

mitted

I

f

er(j

when

General

stem o I

mposrtc

rentenl

as it is

January

e operation ofthose social benefi
and

(c) The impact of such social benefits provided on th
financial performance, financial position and cash flows.
(Stutc the impuo tl the stuntlunl to th( Entit.l, iJ rclo,attt)

(b) The key features ofth

Amendments to

Other IPSAS

resulting from

IPSAS 41, Financial

Instuments

a) Amendments to IPSAS 5, to update the guidance rel

components of borrowing costs which were in

omitted when IpSAS 4l was issued.

b) Amendments to IpSAS 30, regarding illustrative e

on hedging and credit risk which were inadvertentl

when IPSAS 4l was issued.

c) Amendments to IpSAS 30, to update the guidance

accounting for financial guarantee contracts which

inadvertently omined when IpSAS 4l was issued.

d) Amendments to IPSAS 33, to update the guidance

classifying financial insrruments on initial adoption

accrual basis IPSAS which were inadvertently omi
IPSAS 4l was issued.

(Stute the impact ol tha slondunl to the Enriq, if.rclevanl)

Applicable: lst January 2023:

Other improvements

to IPSAS o IPSAS 22 Disclosure of Financial Information about th

Government Seclor. Amendments to refer to the latest

National Accounts (SNA 2009).

c IPSAS 39: Employee Benefits Now deletes the term

social security benefits as it is no longer defined in IpS
o IPSAS 29: Financial instruments: Recognition and Me

Standard no longer included in the 2023 IpSAS handbo

now superseded by IpSAS 4l which is applicable from I

2023.

State the impact oJ'the stuntlurd to the Entirl, il rektanl

Applicable l't January 2023

IJ

Stlrnd:rrd I Effective date and impact:
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ii. New and amended standards and interpretalions in issue but not yet efective in the year

ended 30 June 2023.

IPSAS 43

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

iii. Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial year 2022-2023

of Kitili
rt and Financial Statements for the y

I

Applicable I't JanuarY 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that lessees

and lessors provide relevant information in a manner that faithfully

represents those transactions. This information gives a basis for users of

financial statements to assess the effect that leases have on the financial

position, financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

Srrt,e lha a-rpet'tetl intputt ttl the slurrthrl lo th(: Entil.t' iJ rclawnl

Applicable I't JanuarY 2025 
I

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured

at the lower of carrying amount and fair value less costs to sell and the

depreciation ofsuch assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented

separately in the statement of financial position and the results of

discontinued operations to be presented separately in the statement of

f i nancial performance.

Stute the e-upcc:ltd intpatl ol the stunlanl to the Enlil.t' il relcwtttl

Strrndarrt i Effcctive date and impact:
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(Nales lo linanciol stotements continued)

4. Significant Accounting policies

a) Revenue recognition

ii) Revenue from exchange transactions

Inlercst income

Interest income is accrued using the effective yield method. The effbctive yier discounts
estirfated future cash receipts through the expected rife ofthe financiar asset to thal
.urr{ine amounr. The method applies this yield to the principal outrtunding tf,
intbrfst income for each period. I

set's net

eterm rnc

t0

i;, 
f.evenue from non-exchange transactions I

Tru[tslars from other government entities I
nc,fnu., from non-exchange transactions with other govemment entities ar. ,.aJr.d ut Iui,
valf and recognized on obtaining contror ofthe asset (cash. goods, services and lroperty.l ir
thd 

fransfer 
is free from conditions and it is probable that the economic benefitlor servic.

nott'rtial related to the asset will flow to the Entityand can be measured reliably. d th" .*,.n,
thlt 

fhere 
is a related condition anached that wourd give rise to a liabirity to repay f. urorn,.

the 
fmount 

is recorded in the statement of financial position and realised in the Jtemenr nt.
finafcial perflormance over the useful life of the assets that has been acquired using Jcrr funds.

U); 

]uOeet 
information 

I
Thb 

frieinal 
budget for Fy zo22rzo23 was approved by the County Assembry o,[o,n ,rn.

2of{ subseruent revisions or additionar appropriations were made to the approvelurag., in
aclofdance with specific approvals from the appropriate authorities. The ldditi.,nrt
anrytnriations are added to the originar budget by the Municiparity upon,.firing,t.
resPftive approvals in order to conclude the finar budget. Accordingly, the Mlniciparity
recff edl additional appropriations of 6,771,6gg foilowing the goveming booy,s apfovar.

rrri 
{aunicinality's budget is prepared on a different basis to the actual income unu Jr.nai,r."

oisitfsed in the financial statements. The financial statements are prepared on acJual basis
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using a classification based on the nature ofexpenses in the statement offinancial performance'

whereas the budget is prepared on a cash basis' The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassified by presentation

to be on the same basis as the approved budget. A comparison ofbudget and actual amounts'

prepared on a comparable basis to the approved budget, is then presented in the statement of

comparison of budget and actual amounts. A statement to reconcile the actual amounts on a

cornparable basis included in the statement of comparison of budget and actual amounts and

thc actuals as per the statement of financial performance has been presented under section xxx

of these financial statements.

d) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible

assets acquired in a non-exchange transaction is their fair value at the date of the exchange'

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. Internally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite'

ll

c) PropertY, Plant and equiPment

All properly, plant and equipment are stated at cost less accumulated depreciation and

irnpairment losses. Cost includes expenditure that is directty attributable to the acquisition of

the iterns. when significant parts of property, plant and equipment are required to be replaced

at intervals. the Municipality recognizes such parts as individual assets with specific useful

lives and depreciates them accordingly. Likewise, when a major inspection is performed, its

cost is recognized in the carrying amount of the ptant and equipment as a replacement if the

rccognition criteria are satisfied. All other repair and maintenance costs are recognized in

surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

ornominalconsiderationtheassetisinitiallymeasuredatitsfairvalue.
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(Sign ifrcan ac co unt i n g po I i c ie s co nt i n ued)

e) Financial instruments

IPSAS 4l addresses the crassification, measurement and de-recognition offinanci
financial liabilities, introduces new rules for hedge accounting and a new impair

Financial assets

Clasification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cos
throngh net assets/ equity or fbir value through surprus and deficit on the basis

entity's management moder for financial assets and the contractuar cash flow chara
the ffnancial asset. A financial asset is measured at amortized cost when the finan
held within a management moder whose objective is to hord financial assets in ord
conttactual cash flows and the contractual terms of the financial asset give rise
dates to cash flows that are solely payments of principal and interest on th
outs(anding. A financial asset is measured at fair value through net assets/ equity
withln the management model whose objective is achieved by both coilecting

assets and

ent model
for fnancial assets. rie entity does not have any hedge rerationships and there e the ney
h($e qccounting rules have no impact on rhe Company's financiar statementslt
alplopniate).

ame n(.I a.s

lair value

both the

errstics ot

al asset is

to collect

specified

principal

it is hcld

ntractual

ity un le ss

ln eqult)

cashflows and selling financial assets and the contractual terms ofthe financial as glve nse
on specified dates to cash frows that are sorery payments of principar and inte st on the
prih{ipal amount outstanding. A financial asset shall be measured at fair value thro h surplus
or ddficit unless it is measured at amortized cost or fair value through net assets/ e

an entity has made irrevocable election at initial recognition for parlicular investme
instruments.

County Government of KiliJi
Municipality of Kilifi

A fiirancial instrument is any contract that gives rise to a financial asset of on. Ititu un,l ,
finafcial liability or equity instrument of another entity. At initial recognitionltne entiry
,eufur., a financial asser or financiar riabirity at its fair varue plus or minus. rn ttf .ur. oru
finafcial asset or financiar riabirity not at fair value through surprus or deficit, transltion costs
tn1 

f* 
directly anributable to the acquisition or issue ofrhe financial asser or nnun.Jr liability.

t2
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(Significant accounting policies continued)

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments of principat and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that

is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. Interest income from

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

Fair value through net assets/ equity

Financial assets that are held for collection ofcontractual cash flows and for setling the

financial assets, where the assets' cash flows represent solely payments ofprincipal and

interest. are measured at fair value through net assets/ equity. Movements in the carrying

amount are taken through net assets, except for the recognition of impairment gains or losses,

interest revenue and foreign exchange gains and losses which are recognized in

surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate method.

Fair value through surplus or deficit

F inancial assets that do not meet the criteria for amortized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the entity

manages financial assets with the objective of realizing cash flows through solely the sale of

the assets would result in a fair value through surplus or deficit model'

'Irade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis' An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end.

l3
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(Signijicant accounting policies continued)

Ird#irhent I

lelentltv assesses' on a forward-rooking basis, the expected credit ross (.ECL.l
with its financial assets carried at amortized cost and fair value through net assets/
entif recognizes a loss alrowance for such rosses at each reporting date. Critical es,

signfficant judgments made by management in determining the expected credit ros

."f drt in Norc xx.

Financial lia bilities

Classification

The entity classifies its Iiabirities as subsequently measured at amortized cost
financial liabilities measured through profit or loss.

associated

uity. The

mates and

(ECL) are

xcept fbr

t4

County Government of Kilifi
Municipality of Kilifi

f) 
fventorie' I

tnJe{tory is measured at cost upon initial recognition. To the extent rhat inventorv *l ,.."iu",t
ttrrpr{ch non-exchange transactions (for no cost or for a nominal cost), the .ou of,hfinu.n,oru
is itslfair value at the date of acquisition. costs incuned in bringing each product ,o1, ,r.r.*
locitfon 

1nd 
conditions are accounted for. as follows, I

Rawfnatrerials: purchase cost using the weighted average cost method I
nini$ea goods and work in progress: cost of direct materials and labour and a prJortion of
mTJfacturine overheads based on the normal operating capacity, but excruding 

lorro*ine
e$rl initiar recognition, inventory is measured at the lower of cost and net realizlle uulr..
I{owfver, to the extent that a crass ofinventory is distributed or deployed u, no.hul. o, ro." u
nonfr{rar 

thar8e, 
that class of inventory is measured at the lower of,cost and .rrr.nt ,.Jlu..*.n,

cosf. 
f'{et 

realizable value is the estimated seiling price in the ordinary course of operlionr. l.r,
theefimated costs ofcompletion and the estimated costs necessary to make the sale,fxchange.
or fliftrilution. Inventories are recognized as an expense when deployed for utifation or
conb{mniion in the ordinary course of operations of the Municipality. I
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(Significant uccounting policies continued)

g) Provisions

Provisions are recognized when the Municipality has a present obligation (legat or

constructive) as a result of a past event, it is probable that an outflow of resources embodying

economic benet'its or service potential will be required to settle the obligation and a reliable

estimate can be made of the amount of the obligation. Where the Municipality expects some or

all of a provision to be reimbursed, for example, under an insurance contract, the

reinrbursement is recognized as a separate asset only when the reimbursement is virtually

cerrain. The expense relating to any provision is presented in the statement of financial

pe rlbrmance net of any reimbursement.

h) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that

meet the eligibitity criteria, ii) mitigate the effects of social risks and iii) Address the need of

society as a whole. The entity recognises a social benefit as an expense for the social benefit

scheme at the same time that it recognises a liability. The tiability for the social benefit scheme

is rneasured at the best estimate of the cost (the social benefit payments) that the entity will

incur in fulfilling the present obtigations represented by the liability.

i) Contingentliabilities

'fhe Municipality does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements unless the possibility ofan outflow of

resources embodying economic benefits or service potential is remote.

l5
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(Signi/icant accounting policies continued)

j) Contingent assets

The Municipality does not recognize a contingent asset but discroses details of a p sible asset
whose existence is contingent on the occurrence or non-occurrence of one or mo
future events not wholly within the control of the Municiparity in the notes to t
statements. Contingent assets are assessed continua y to ensure that devero
appropriately reflected in the financial statements If it has become virtually ce in that an

measured

nts of the

inflow ol-economic benefits or service potentiar wilr arise and the asset,s varue can
relifly' the asset and the rerared revenue are recognized in the financial stateJ
neri{O in which the change occurs 

I

k) fature and purpose of reserves I

The Municipality creates an. maintains reserves in terms of specific

County Government of KiliJi
Municipality of Kilifi

MuniciJnlity to srare rhe reserve.v maintained and appropriare policies atlopted

l) Changes in accounting poticies and estimates

The Municipality recognizes the effects of changes in accounting policy retrospec
effbcts ofchanges in accounting poricy are appried prospectivery ifretrospective ap
impractical.

m) Employee benefits - Retirement benefit plans

The Municipality provides retirement benefits for its employees and director
contribution plans are post-emproyment benefit plans under which the Municiparity
contrlbutions into a separate fund and will have no legar or constructive obligat
furlhgr contributions if the Municipality does not hord sufficient assets to pay all
benefits relating to emproyee service in the current and prior periods. The contr
scheme obligations for the payment of retirement benefits are charged against inc

The contributions and lump sum payments reduce the post-employment benefrt obri

uncertain

flnancial

ents arc

tremenls

vely. The

lication is

Deflned

ays fixed

n to pay

mployee

utlons to

e in the

annuallr

year in which they become payabre. Defined benefit plans are post-emproyment be fit plans
othe.than defined-contribution prans. The defined benefits are actuariaily varued t
on thl projected unit credit method basis. Deficits identified are recovered through mp sum

ployers.

tion.

payments or increased future contributions on proportional basis to all participating

l6
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( S ig n ili c a nt acco untin g po licie s co nt i n ued)

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on

the date of the transaction. Trade creditors or debtors denominated in foreign culrency are

reported in the statement offinancial position reporting date by applying the exchange rate on

that date. Exchange differences arising from the settlement of creditors, or from the reporting

ofcreditors at rates different from those at which they were initially recorded during the period,

are recognized as income or expenses in the period in which they arise'

o) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

equipment. Such borrowing costs are capitatized over the period during which the asset is being

acquired or constructed and borrowings have been incurred. Capitalization ceases when

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

financial performance.

p) Related Parties

'l'he Municipality regards a related party as a person or an entity with the abitity to exert control

individually or jointly, or to exercise significant influence over the Municipality, or vice versa'

Mcnrbers of key management are regarded as related parties and comprise the Board members'

the Municipatity Managers and Municipality Accountant'

q) 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 ofcash and are subject to insignificant risk ofchanges

in value. Bank account balances include amounts held at various commercial banks at the end

olthe financial year. For the purposes ofthese financial statements, cash and cash equivalents

also include short-term cash imprests and advances to authorised public officers and/or

institutions which were not surrendered or accounted for at the end ofthe financial year'

t7
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r)

wh

(sic i/ica nt acco u nti ng po I i c ie s co nti n ued)

mparative figurcs

necessary comparative figures for the previous financial year have been ended or

reco figured to conform to the required changes in presentation

s) ents after the reporting period

I ts after the reporting date are those events, both favourable and unfavourable, at occur

b een the reporting date and the date when the financial statements are authorize

types of events can be identified:

for issue
'l-w

(a) ose that provide evidence of conditions that existed at the reporting date dj ust ing

eve ts after the reporting date); and

(b) ose that are indicative of conditions that arose after the reporting date (no djust ing
eve after the reporting date)

Municipality should indicate whether there are material adjusting and non ust in g

ev after the reporting period

t)

The

rrency

The

to th

ded ollnancial statements are presented in Kenya Shillings (Kshs.) and the values ro

nearest shilling.

t8
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5. Signilicant judgments and sources of estimation uncertainty

'l'he preparation of the Municipality's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts

of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the

end of the reporting period. However, uncertainty about these assumptions and estimates could

result in outcomes that require a material adjustment to the carrying amount of the asset or

liability alfected in future periods.

State altjudgements. estimates and assumptions made'

Estimates and assumPtions.

The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk ofcausing a material adjustment to the carrying

anrounts of assets and liabilities within the next financial year, are described below. The

Municipality based its assumptions and estimates on parameters available when the

consolidated financial statements were prepared. However, existing circumstances and

assumptions about future developments may change due to market changes or circumstances

arising beyond the control of the Municipality. Such changes are reflected in the assumptions

when they occur.

[Jseful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

inlorm potential future use and value from disposal:

i) 'Ihe condition ofthe asset based on the assessment ofexperts employed by the

Municipality.

ii) The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes.

iii) The nature ofthe processes in which the asset is deployed.

iv) Availability of funds to replace the asset.

v) Changes in the market in relation to the asset.

of Kitifi
rt and F-inancial Statemenls for the year

l9
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. Public contributions and donations

o lhe Finunciul Slutemenls

25,821 272I,194,559ion from developrnent partners-UDGDona
25,,821I ,194,559

Governmcnt- RecurrentTransfers from Coun

as,eolsza129,582,837.00T n fbr - I{ccurrcnt
rrsfloto13,527,009.00fer - Purchase of I'PETra
oi,ifoat143,109,846.00

Government-Development

zq,ooloooTran fer - Development
29,ooIoooTota

Interest income

,/o518o940,6s6.20Intc st income on bank deposits
z;ros,fCo940,656.20I interest income1'

t r,o t f,,zzoies and wages for casual and contractual staffSal

l8,oll,77o37,523,873.82Tot I

I

Tot:rl

Transfers from Coun

10. Staffcosts

)1)

'fotal

37,s23,873.82



I l. Use of Goods and services

12. Iloard Ex nscs

13. De reciation and amortization

300.70 t .00 88.058utilities, su plies and services

633,940.00 491 .800Communication, supplies and services

r3,854.970.00 7,2t 1,5t0Domestic travel and subsistence

I ,3 12,054.00 2,343,434Printing, advertising, su lies & services

12.t78.0782,696,652.00

r3,684,848.00Hire of Transport and equipments

2,086,483.00 3,93 5,640Training expenses

6,242,009.00 5,592, r50Hospitality supplies and servtces

3,834,482.00 6,889,5 3 5Special ized materials and services

3,035,0 r4.00 2,523,198lies and servicesOffice and general su

4.796,756.00 1,283,999Fuel. oil and lubricants
238,870.00 953,600ating expenses (Spe c fy)Other o
648.590.00 643,150Assorted enviromental inputs

t,595,603Contracted Professional Servtces

r4.900.00Membership of Proffessional Bodie

526,255.90 625.829Bank Charges

54,218,744.9053,906,524.90Total

r,682,3s0.00 2.672,000Sitting allowances
2,062,0002,470,469.00Temporary Committee allowance
989,000Induction and Training
3,819,2003,575,000.00Travel and accommodation
9,542,2007,127,$19.00Total

12,582,977.30Property, lant and equi nrent
r80,333.33Intan ible assets
12,763,311Total dep reciation and amortization

Description 202u22
Kshs.

Rental of Produced Assets



Qt Government of Kilifi
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Re airs and Maintenance

Pr perty- Buildin gs 2,058,418.00 1,5(
icle expenseso veh 4,316,034.00 , <(

nance of civil worksn 28,686,834.00 3,61fr tal
7,81

irs and maintenancere

u ivalentsI r-
LI(

I

('<;

(x; I

16,27 4

AL

Executive

5

I Receivabtes -From the Coun

tl itccouilts

I sh and cash eq u ivalents

ilcd analysis ol'th e cash and cash equivalents are as

(l rrent accou nt
UDG CCOUNTItl IC ,lLITY ,1

PA LTTY Tto INTENAo ( o tiR,l r'r's M/1& ENC

UNTM oLITY LI I5l Rl.A ,, A oCC

,11.1 UN7'o L ,4CCo
,'E ENlL tTy t)l) LO ,l ('(' Uo
L 110l( Y1 )( ,l ( ()

NCB/1-1081390062

N('8,,t-1084 39001 5

NBK-t07t239083900

NCBA-1081390028

KCB-t2887I2771
KCB- 1288705964

971.107.1

303.999

3,008.00

5,9 5 5,013

16,271

(;

It e(
6.633.769

Current FY

9.00
6,633,769.00 100%

6
From County Executivelv bles-

th I
6,633,

Com
t'Y

een l- 2 earsB

Tol
100,

22

I 6 63J 769.00 6 631

,'

,160

,91 I

,090

,161.00

3,76e

tivc

l06,8lJ,.t5t

6(,.(,5 5.0-19

3.966.60.1

6i 5.1.1( )

.l0. 100 (x)

29.040.102

6.475.956.30

106,81J,{51

"/o <tf the
total

I 009/o:l
I

I,
I

M

J5,061,296.00

14.

Dlscription 2022t2023
KShs

2021/2022
KShs

F--.]

F_=.1

Siftnclal instit u tion

AN{LVSIS

{ccb u rr t No

2022/i 023 202U2022)
KShs

t\,rnount

I ,627.919 j

X Shs

7.1t3.788.

202u2022
KSIrs

2022/2023
: KShS

llI CIIIVABLES AGBING t022/2023
KShs

1022t2023
KShs

202U2t'22
Kshs i

Itoo-- l,ro%

Cash and cash

KIt_ "t
((6

MUNtCtPALnY

MIJ N TC IPA ot-'

6.

%o of the total



Counly Governmenl ttf Kilifi
MunicipalitY of Kilili

rt and FinonciaI Statements fttrtheyear ended June 30,2023Annual Repo

17. Pro c Plant and Machine

See I't'ti schedule in lhe PaYmenl schedules BI'),OW 231 .564.378.60 I 29'783.'674.00

\\ xt.]0'i.lrnc 2022

.\,ldrlrons

I r.rnslcr/ad.luslncnts

l)r.prc(inlion.rnd
tnl irnrcnl

\\ rl .10.lrlnc 2022

l)cIrocl:tlron

l)rsposals

129

108 965 l0i

l{7

t2 582 917

2ll

I

P

,T1

lmparnnent

I riln\lar/ndlusttncnt

\\ at .10'h .lunt 2023

\lt\ a\ at J{)'f ,lun. 2023

18. lntan ble Assets

Ar bc rr nln of thc cill'

t29;783.674231.564,379I)ropcrty . Plant and MachinerY

59,395.747.00J,t9J.500.0063,7?5,,181.002,827,850.001,659,6?0.00t,610.000.00

93,6t6,565 905,648,920.00t.821,533.002.498,900.005,379,189.00

1s1,012,312.909,512,.r20.0065,597,01{.005J26.7S0.007.038.859.0000.l

J,180,806.6?6,S59,701..10t,775,58].33701.885.90J63.000.00

3,180,806.676.559,701.40l,?75,583 3!101 885 S0363.000.00

I Sl,0l2,l12.906.16t.613.lJ59.037,J12.603.551,166.679?J.10oo3

(losl

541.000
A(lditions

541 005,1I 000
ear'At cnd of the

,\mortization and im airment
carof thennln.\t

n mortizatlon
eArAt end of the

Inr irmcnt loss
541.000r 80,333earAt end of the
5,.lt 000

\ li\

23

2$2ll20?]-
KSlts

202212023

KShs
I).l.l,trtio!-.--

Ilolot vchiclcs
Iiurniturc nnd

fitlings
rruirdinss 

I---T
Shs I

Olhcr
Asscts

Cspitrl

-l- 4-

Corrpltcrs

\\rork ln
oroqrels

Shs

I
/,'

I
T

ShsShsShs
Shr

l)(.\criptior

\i nt.lo'h.lune 202J

7022/2023
KShs

202112022

KShsDescription

s41.000

180,333

180.33 3

360,667



l9
from

226,948UDG P, ryables

6,475,9567,4t3,788Itcntcnt ion Money Payable

6,702,9017,413,788Total accounts payable

ch n e transactions
Trade and other payables

o/o of the
total

Comparative
FY7o of the totalCurrent

FY

t00%226,948r (Unde rne vear

t00%6,475,956)ne vearUndcr <

7.413,788
rsl-2 yea

2-3 yea S

6,702,9017,413,788
-Iirtal

1,194,559Donz tion from developrnent partners-UDC
I,t94,559Tota

III

0. Defered Income

KShs

100%

C)ver 3 vears



Notes to lhe Financial Stolements

7. Related party balances

a) Nature of related party relationships

Entities and other parties related to the Municipality include those parties who have ability to

exercise control or exercise significant influence over its operating and financial decisions.

Related parties include management personnel, their associates and close family members.

The Municipality/scheme is related to the following entities:

a) The County Govemment.

b) The Parent County Government Ministry.

c) County Assembly.

d) Key management.

e) Municipality Board; etc.

b) Related party transactions

Nqles to the Financid Slalamenls

8. Financial risk management

The Municipality activities do not expose it to many financial risks including credit and

liquidity risks and effects of changes in foreign currency. The Board's overall risk management

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

minimise the potential adverse effect of such risks on its performance by setting acceptable

levels of risk.

The Municipality financial risk management objectives and policies are detailed below

I. Credit risk

The Municipality has no exposure to credit risk, since it is not in the business of lending out

money like the case of funds

97,514,648r 43, I 09,846Transfer from the county government- Recurrent

143,109,846 126,514,648Total

KShs

Transfer - Executive contribution to UDG projects 29,000,000
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Appendices

ndix l, Progress on Follow up of Auditors Recommendations

following is the summary of issues raised by the external auditor, and manag

ents that were provided to the auditorc

Co

An

20.

Ap

The

20

,fr/MUN/

W l/(5)

llas

discussed at

lhe county

assembly

Ilas

discussed at

the county

assembly

tyet to be )

ent

blished

orn flnal

report

lnaccuracy in Surplus
/or the Year

1he lnqncial slalemenls were
1 anended and the surplus restated

lle

Budgetary Controls and
Performance

The Municipality ol KilLn @OK)
budget wos uploaded as pq ofthe
County exeative budget. 'fhis neant
thqt lhe Municirylity depnded on the
executive goodwill to nake pyments
on its beholf This resulted to some
processed vouchers not being pid by
the close o/the jnancial year 2020-
2021 . Hence the MOK wasn't able to
fully utilize the budget.

R tyettobe 
I

nce Notes:

a) se the same reference numbers as contained in the external audit report.

btain the " lssue/observation" and "management comments", required above,

temal audit report that is signed by Management

c) fore approving the report, discuss the timeframe with the appointed Focal po

p sons within your entity responsible for implementation of each issue

dicate the status of "Resolved" or "Not Resolved" by the date of submitting

County Treasury.

b

d I

t

w4
be Signed by the Accounting oflicer ofthe Entity

)6

Ri'feicnce
Y6. on thc
.'lte rna I

Jaudit
ftcn',, 

"t

lssue /
Obst'n'ations
from Auditor

Management comments

Status;
(Rcsoh,ed

/ Not
Reso b,ctl)

Til iefra rue :

(Aul a duta
ilon ,,uu

Qyaci rrn'
. ,s! ue lo hL,

A sob'cl)



County Govenrmtnt of Kilifi
M un ic ipu I it1, of K i I ili

eur entled June 30, 202-l

FY 20xx/20xx
tStoAmount (Kshs.)Ilank Statement DatcRecurrent Grantsa.

t:Y 2022-2023t29,582,837Transfer - Recunent

t:Y 2022-202313,527,009Transfer -Purchase of PPE

1,t3,109,,946Tolal

toAmount (Kshs. )Ilank Statement I)atcl)evelopment Grantsb.

t:Y 2022-20231.194.55929-05-2023Urban Development Grant

I,19,t,559Total
Amount ( Kshs. )Bank Statement DatcDirect Paymentsc.

Total

.Annuul Reporl antl Financial Slulenrenls for lhc 1'

Appendix 2: Inter EntitY Transfers

(The above amounts have been communicated to and reconciled with the parent Departmenl in the County')

Signed by rhe Head of Accounts of the Entiy and lhe transferring Entities &uarartue ffn
fr':,:

27

MKIt<ro

.?

-TB*"k,lr*, 
"f 

T"ansfers fronl lhe County Executivc of rrx County
I iuU\ICIPA I,I-IY NAiUE:



County Government of Kilifi
Municipality of Kilifi
Annual Report and Financial Stotemenls for the year ended June 30, 2023

Appendix 3: Reporting of Climate Relevant Expenditures

TciurTE or me urganlzallon
Telephone Number
Email Address
Name of CEOIMD/Head

Name and contact details ofcontact person (in case ofany clarifications)

Qr Q2 QJ Q.l

28

I)rojcct

Name

I'roject Description j Pro.icct
I

J()hiL,crivcs

I'}rojcct

Activities

Source Of

Funds

lrn plemcnt ing

Partncrs



Counll' Got'ernntenl of Kilifi
Municipalitl' of Kilifi
Annuul RePort und F itrunciul Slutcntetrts for lhe yeur ande tl June -10, 2023

Appendix 4: Disaster Expenditure Reporting Templatc

Date

Entity

Column III
t{

"f 
dts t"t ,€late.l A"tt"tty tl'"t AmountExpenditurcCategorl r (Kshs.)I itempenditure rePortingrequlre e.\

imitinse(re

ColumnColumn V
Column I i Co lumn ll Column IV

programme

Comments
Disaster
Typ.

l_
Programme i Sub-

Column
vtlivt


