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1. Acronyms, Abbreviations and Definition of Key Terms

A. Acronyms and Abbreviations

ADP Annual Development Plan

AlIE Authority to Incur Expenditure

CA County Assembly

CARA County Allocation of Revenue Act

CBK Central Bank of Kenya

CECM County Executive Committee Member
CE County Executive

CcG County Government

CIDP County Integrated Development Plan
COG Council of Governors

CRA Commission on Revenue Allocation
CRF County Revenue Fund

cr County Treasury

IPSAS International Public Sector Accounting Standards
MCA Member of County Assembly

OAG Office of the Auditor General

0COB Office of the Controller of Budget

OSR Own Source Revenue

PFM Public Finance Management

PSASB Public Sector Accounting Standards Board
NT National Treasury

WB World Bank

KRB Kenya Roads Board

Kshs Kenya Shillings

FY Financial Year

IFMIS Integrated Financial Management Information System
GDP Gross Domestic Product

CSR Corporate Social Responsibility

CAF County Assemblies Forum

WDF Ward Development Fund

IcT Information Communication Technology
MD&A Management Discussion and Analysis
HR Human Resource

HRIS Human Resource Information System
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PSC Parliamentary Service Commission
PAYE Paye As You Earn

NSSF National Social Security Fund
NHIF National Hospital Insurance Fund
NDC National Determined Contribution
PPE Property, Plant and Equipment
ECL Expected Credit Loss

B/F Balance Brought Forward
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B. Definition of Key Terms
2. Key Entity Information and Management

(a) Background information

The County Assembly is constituted as per article 177 of the Constitution of Kenya 2010. It is headed by the
Speaker of the County Assembly, who is responsible for the general policy and strategic direction of the
Assembly. The County Assembly constitutes 30 Members of County Assembly (MCAs) elected/ nominated to
represent members of the public from their respective wards. The MCAs are responsible for making laws for
effective performance of the County Government, approving plans and policies, and playing the oversight role

over the County Executive.
(b) Key Management Team

The County Assembly of Kwale day-to-day management is under the following key organs:

1, Speaker of the County Assembly Hon. Seth Kamanza Mwatela
2. Clerk of the County Assembly
3 Director Finance and Accounts CPA Philip Wanje Ziro

Director Human Resource and
4, Administration

Mr. Nick Olweya Siso

v




County Assembly of Kwale

Communication

Annual Report and Financial Statements for the year ended June 30, 2025.

Director Information Technology &

SN

5. Mr. Paul Mwero Ruwah
Director Supply Chain Management 3 R ¥
2 28 T
& Mr. John Genya Kalu

(¢) Fiduciary Management

The key management personnel who held office during the year ended 30" June 2025 and who had direct

fiduciary responsibility were:

1 Clerk Fatuma Hassan Mwalupa

2 Director Finance And Accounts CPA Philip Wanje Ziro

3 Director HR and Administration Mr. Nick Olweya Siso

4 Director Supply Chain Management John Genya Kalu

5 Director Information Technology & Mr. Paul Mwero Ruwah
Communication

6 Chief Hansard Editor Mercy Murugi Ndirangu

7 Head of Sargent at Arms Guzo Hamisi Mwatero

8 Human Resource Officer Felistus Mwongeli Kalungu

9 Head of ICT Joseph Ruwa Zecha

10 Ag. Internal Audit CPA Happy Nyevu Samini
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a) Fiduciary Oversight Arrangements
1. Internal Audit Committee

Key Fiduciary Responsibility.
Financial reporting

(a) The audit committee should review, and report to the board and executive management on, the
significant financial reporting issues and judgements made in connection with the preparation of the
entity‘s financial statements (having regard to matters communicated to it by the auditor), interim
reports, preliminary announcements and related formal statements.

(b) The audit committee should consider significant accounting policies, any changes to them and
any significant estimates and judgements.

(c) Where, following its review, the audit committee is not satisfied with any aspect of the proposed
financial reporting by the entity, it shall report its views to the board and executive management.

(d)The audit committee should review related information presented with the financial statements,
including the business review, and corporate governance statements relating to the audit and to risk
management

Narrative Reporting

(a) Where requested by the board or executive management, the audit committee should review the
content of the annual report and accounts and advise the Executive Management, Accounting
Officers, and the Boards or executive management on whether, taken as a whole, it is fair, balanced
and understandable and provides the information necessary for stakeholders to assess the entity‘s
performance, business

model and strategy.

Whistle blowing

(a) The audit committee should review arrangements by which staff of the entity or any other person
may, in confidence, raise concerns about possible improprietics in matters of financial reporting or
other matters.

Internal controls and risk management systems
a) The audit committee should review the entity‘s internal financial controls (that is, the systems
established to identify, assess, manage and monitor financial risks).

The internal audit process
(a) The audit committee should monitor and review the effectiveness of the entity‘s internal
audit function.

Vi
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2. Public Investments and Accounts Committee

Key Fiduciary Responsibility.

a) The examination of the accounts showing the appropriations of the sum voted by the County
Assembly to meet the public expenditure and of such other accounts laid before the County
Assembly as the Committee may think fit.

b) The examination of the reports, accounts and workings of the county public investments;

c¢) The examination, in the context of the autonomy and efficiency of the county public investments,
whether the affairs of the county public investments, are being managed in accordance with sound
financial or business principles and prudent commercial practices

3. Finance, Budget and Appropriation Committee

Key Fiduciary Responsibility.

a) Investigate, inquire into and report on all matters related to coordination, control and monitoring
of the of the county budget,

b) Discuss and review the estimates and make recommendations to the County Assembly;

¢) Examine the County Budget Policy Statement presented to the County Assembly;

d) Examine Bills related to the national budget, including Appropriations Bills;

and

e) Evaluate tax estimates, economic and budgetary policies and programmes with direct budget
outlays.

b) County Assembly Headquarters

P.O. Box 231-80403

Kwale County Head Quarters
Kwale/Kinango Highway
KWALE, KENYA

¢) County Assembly Contacts

E-mail: info@kwaleassembly.go.ke
Website: www.kwaleassembly.go.ke

d) County Assembly Bankers
1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
NAIROBI, KENYA
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2. Kenya Commercial Bank
P.O. Box 43 — 80403
KWALE, KENYA

¢) Independent Auditor
Auditor-General
Office of The Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
NAIROBI, KENYA

f) Principal Legal Adviser
The Attorney General
State Law Office and Department of Justice
Harambee Avenue
P.O. Box 40112
City Square 00200
NAIROBI, KENYA

g) County Attorney
Office of County Attorney
P.O. Box 4-80403
Kwale County Government Head Quarters
Kwale/Kinango Highway
KWALE, KENYA
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3. Governance Statement

a. Background and roles

The County Assembly is constituted by the MCAs of Kwale county government. It is headed by the Speaker
who is elected by the MCAs. The speaker is also the chairperson of the county assembly service board while
the county assembly clerk is the secretary. Section 10 (4) of the County Governments Act 2012 provides that
a county assembly shall observe the following order of precedence.

a) The speaker of the county assembly.
b) The leader of the majority party; and
¢) The leader of the minority party.

The Roles of the county assembly are outlined in Section 8 of the County Governments Act 2012, and they

include:

i. Vet and approve nominees for appointment to county public office as may be provided for in this Act

or any other law.

il.  Perform the roles set out under Article 185 of the Constitution.
iii.  Approve the budget and expenditure of the county government in accordance with Article 207 of the
Constitution, and the legislation contemplated in Article 220(2) of the Constitution, guided by Articles

201 and 203 of the Constitution.

iv.  Approve the borrowing by the county government in accordance with Article 212 of the Constitution.

v.  Approve county development planning; and

vi.  Perform any other role as may be set out under the Constitution or legislation.

b. Profiles

Insert the profiles for the Speaker, Majority leader, minority leader and the Clerk (insert their photos and

qualifications in a tabular format)

&

1. Hon. Seth Kamanza Mwatela -Speaker

Hon. Seth Mwatela Kamanza is an Advocate of
the High Court of Kenya and politician serving
as the Speaker of the Kwale County Assembly.
He was elected to this position in September
2022. As Speaker, he has been active in county
governance, overseeing legislative processes
and public engagement. For instance, he has
hosted delegations and participated in activities
such as establishing an Ombudsman office in
Kwale to manage citizens' complaints.
Moreover, Mwatela has evidenced leadership in
devolution at the national level. Since 2025, he
has served as Chairman of the County
Assemblies Forum (CAF), the coordinating
body for Kenya’s 47 county assemblies. In this
role, he has been vocal about strengthening
devolution—for example, urging the national
government to constitutionally anchor the Ward
Development Fund (WDF) and create a pension
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l scheme for county assembly members (MCAs)

emphasizing that such measures would

empower grassroots governance and enhance
service delivery

Hon. Hanifa Badi Mwajirani is a pioneering
Kenyan politician and currently serves as a
Member of County Assembly (MCA)
representing Ramisi Ward in Kwale County.
She made history as the first elected female
MCA in the county's history, after winning the
Ramisi Ward seat. She was also a nominated
Member of County Assembly from 2017 -
2022. Prior to entering politics, Hanifa Badi
Mwajirani worked as a police officer, serving in
the Gender Directorate. Her transition from law
enforcement into politics was motivated by her
belief that women must be present in leadership
to make meaningful change. In the County
Assembly of Kwale, she holds significant

L —— Y- caiiest i responsibilities, serving on multiple influential
Hon. Hanifa Badi Mwajirani-Majority committees — Education, Budget, and Health
2 Leadgr _ Services.

Dt

Hon. Tumaini Mwachaunga is an elected
member of County Assembly for Bongwe -
Gombato Ward. He did diploma in Food
Technology. He holds diploma in public
administration and certificate in toxicology. He
worked for Mombasa Maize Miller from 2001 to
2007 before joining politics.

In the County Assembly of Kwale, he holds

‘ significant responsibilities, serving on multiple
Hon. Tumaini Mwachaunga-Minority
3. Leader

influential committees including, health
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Ms. Fatuma Hassan Mwalupa is the current and
the 3rd Clerk of the County Assembly of

Kwale. She is an Advocate of the High Court of
Kenya and holds a Master’s Degree in Human
Resource. ‘
She has an outstanding history as a Public |
Officer in the Assembly Service, having joined i
the Kwale County Assembly in 2014 as a

Deputy Clerk rising through ranks and became |
the Acting Clerk from August 2018 to 2023 and 1
now the substantive Clerk of the Kwale County |
Assembly, managing and overseeing portfolios |
on Legislative Procedural Services, Human ‘
Resource, Financing as the Accounting officer, \

4. Fatuma Hassan Mwalupa-Clerk among others.

Cs Sectoral Committees

The mandate of Sectoral Committees is in respect to the subject matter assigned by the Standing Orders and is
exercised within the limits contemplated under Part 2 of the Fourth Schedule to the Constitution.

The County Assembly has the following Select and Sectoral committees:
a) Committee on Implementation
b) Committee on Public Investment and Accounts
¢) Committee on Finance, Budget and Appropriation
d) Committee on Delegated County Legislation
¢) Powers and Privileges
f) Committee on Rules and Procedure
g) Health Services
h) Water Services
i) Energy
j) Agriculture, Fisheries and Livestock Development
k) Children, Culture and Community Service
I) Early Childhood Education and Vocational Training
m) Labour and Social Welfare
n) Lands, Mining, Environment and Natural Resources
0) Gender and Special Interests
p) Transport and Public Works
q) Planning, Trade, Tourism and Co-operatives Development
r) Justice and Legal Affairs
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d. Select Committees

Select committees are generally responsible for overseeing the work of county departments and agencies.
i Committee of Powers and Privileges

There is established committee known as the Committee of Powers and Privileges consisting of the Speaker,
who shall be the chairperson of the Committee; and such other members of the county assembly as may be
provided in the Standing Orders of the county assembly. The functions of the Committee of Powers and
Privileges shall be to inquire into the conduct of a member whose conduct is alleged to constitute a breach of
privileges accorded to the county assembly members by any legislation or standing orders and perform such
other functions as may be specified by enabling legislation. The committee held two meetings in FY 2024/2025.
The committee members during FY 2024/2025 were:

Hon Seth Mwatela Chairperson Speaker
Hon. Ali Bedzame Mwauchi Vice Chairperson Ndavaya
Hon. Victor Nyanje Member Kasemeni
Hon. James Dawa Member Puma
Hon. Andrew Mulei Member Kubo South
Hon. Josephine Kinyajui Member Nominated
Hon. Mulki Adan Member Nominated
Hon. Omar Mwaduga Member Pongwe Kikoneni
Hon. Judy Kengo Member Nominated
ii. Public Investment & Accounts Committee

The committee was formed to provide oversight on the County’s finances. The committee held sixty-eight
meetings in FY 2024/2025. The members who served in the committee during the year were:

Hon. Omar Kitengele Chairperson Ukunda
Hon. Melder Nyakiti Vice Chairperson Nominated
Hon. James Dawa Member Puma

Hon. Andrew Mulei Member Kubo South
Hon. Elizabeth Mwangolo Member Nominated
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iii. Budget and Appropriations Committee

The budget and appropriations committee provides guidance in the budgetary process. It is charged with the
budget making process and ensuring that there is public participation in the budget process. The committee
held forty five meetings in FY 2024/2025. The members who served in the committee during the period were:

Hon. M

on. Manza Beja Chairperson Mwereni
Hon. Hanifa Mwajirani Vice Chairperson Ramisi
Hon. Mwaboza Mwachuo Member Tsimba Golini
Hon. Juma Maone Member Kinondo
Hon. Teresia Muoki Member Nominated
Hon. Yusuf Sengeza Member Mkongani
Hon. Mulki Adan Member Nominated
Hon. Augustine Ndegwa Member Nominated
Hon. Hamisi Mkaha Member Mwavumbo

Audit Committee

The audit committee was constituted in 2020. Its mandate is to advise the County Assembly on
institutional risk management and compliance. The committee held four meetings in FY 2024/2025.
The committee members during FY 2024/2025 were:

DR. CPA Francis Kalama Fondo Chairperson
CPA Kaamil Said Bokoko Member
CPA Joseph Mwanzanje Nyawa Member
Valerie Maina Member
CPA Happy Nyevu Samini Ag. Secretary
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e. Communication with all Stakeholders

The County is committed to ensuring that all its stakeholders are provided with full and timely
information about its programmes and performance. They are also given an opportunity to give
feedback. In this regard, the County held an Annual consultative meeting in all the twenty wards
where the different stakeholders were invited for information sharing. This communication is
important in ensuring that stakeholder expectations are aligned to the County’s service delivery
charter.

During the budget and bills making process the Assembly ensured that it understood the stakeholder
requirements, expectations, perceptions, personal agenda and concerns and that the stakeholders
understood the role of the Assembly. Stakeholders are normally affected during the delivery of the
Assembly’s mandate and their support is also key towards the achievement of the desired objectives.
The Assembly engaged stakeholders in a manner that fostered a sustainable relationship and
maintained public trust and confidence. In engaging with its stakeholders, the Assembly upheld
transparency, accountability, and equity that sustained a consultative and collaborative relationship.

The County Assembly also subjected two bills through public participation i.e., the Annual
Development Plan 2024/2025 and the Budget Estimates 2024/2025.

f. Risk management

The County Assembly of Kwale has a working internal audit sector and internal Audit Committee
that helps streamline the internal control systems. The Assembly is in the verge of generating the Risk
Management Policy that will help curb any risks emanating from its operations.

g. Compliance

The Assembly is guided by different laws in its operation including but not limited to the Constitution
of Kenya 2010, The PFM Act 2012 and its regulations, the County Assembly Service Act, County
Revenue Act, Public Procurement and Asset Disposal Act 2015 with its regulations and different
policies both external and internal. In its undertaking, the County Assembly of Kwale adheres with
the relevant laws while executing its mandates by providing timely statutory reports.

X1V
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4. Foreword by Clerk of the County Assembly

The Financial Statements reflect the County Assembly’s financial performance and position for the
year ended 30th June 2025. These transitional statements were prepared in accordance to the
International Public Sector Accounting Standards (IPSAS) as the Financial Report Framework
provided for by the Public Sector Accounting Standards Board.

(i) Budget performance

The County Assembly of Kwale had a total budget of Ksh. 1,345,909,649 divided into a Recurrent
Budget of Ksh. 739,799,205 that include domestic payables from previous financial year of Ksh.
114,392,700 and a Development Budget of Ksh. 606,110,444 that include domestic payables from
previous financial year of Ksh. 186.873,297. The actual exchequer releases were Ksh. 982,188,197
translating to 73% on actual comparable basis.

The absorption of the County Assembly’s recurrent budget was Ksh, 735,394,748, which translated
to 99% absorption rate while the development budget had a usage of Ksh. 244,696,475 a translation
of 40% absorption rate. On average, 73% of the total budget was absorbed during the financial year.

ACTUAL EXPENDITURE ANALYSIS

Recurrent Development Total

Actual 735,394,748 244,696,475 980,091,223

Absorption 75% 25% 100%
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BUDGET ANALYSIS FY 2024/2025

Recurrent Development Total
Budget 739,799,205 606,110,444 1,345,909,649
Actual 735,394,748 244,696,475 980,091,223
Absorption Rate 99% 40% 73%

ABSORPTION RATE

= Recurrent = Development = =

Budget Absorption Analysis

800,000,000 739,7993%1394,748

700,000,000
600,000,000
500,000,000
400,000,000
300,000,000
200,000,000

100,000,000

H Budget
W Actual

606,110,444

4,696,475

Recurrent Development
739,799,205 606,110,444
735,394,748 244,696,475

8 Budget ® Actual
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(ii) Operational Performance

a) During the fiscal year 2024/25, the House deliberated on and successfully passed a total of
three crucial laws. These include:
i.  The County Appropriation Bill
ii.  The First Supplementary Appropriation Bill
iii.  The Second Supplementary Appropriation Bill
These legislative measures have been put in place to enhance the overall efficiency of County
Operations, encompassing both recurrent and developmental expenditures. The primary advantage of
these laws is that they ensure the allocation of resources to support essential services, thereby
guaranteeing that the County's residents receive the intended services effectively.
b) The County Budget Estimates for FY 2024/2025 was passed on 26™ June 2024, The First
Supplementary Budget for FY 2024/2025 was passed on 12" September,2024 and The Second
Supplementary Budget for FY 2024/2025 was passed on 16" June 2025

¢) We have two main categories of committees in our County Assembly: Sectoral Committees
and Select Committees. Within each category, there are several committees, and there are also
Housekeeping Committees and Watchdog Committees. Overall, our County Assembly
comprises more than 19 committees. Here are some examples from each category and
highlight their respective mandates:
Category A (Sectoral Committees - Aligned to County Departments): In this category, we have
committees such as the Agriculture Committee, Health Services Committee, Children Culture and
Community Services Committee, Gender and Special Interest Committee, Lands Committee, among
others. These committees are primarily responsible for providing oversight to all County government
projects and activities related to their specific sectors. They ensure that County resources are used
efficiently and effectively in delivering services to our county.

Category B (Select Committees): One of the notable committees in this category is the House
Business Committee. Select Committees play a vital role in managing various aspects of the County
Assembly's business and operations. They help streamline the legislative process, coordinate
activities, and ensure that the County Assembly functions smoothly.

In summary, both categories of committees, as well as Housekeeping and Watchdog Committees,
have consistently carried out their duties in accordance with the County Assembly Standing Orders.
These committees are essential in upholding transparency, accountability, and the overall
effectiveness of our County government.

Enacted Legislation: Over the course of the reporting period, the County Assembly has successfully
passed a range of legislative measures aimed at improving the well-being and governance of our
county. These laws encompass various sectors and address the diverse needs of our constituents. Some
of the notable laws are as outlined above. Part (a)

Committee Mandates: Our County Assembly operates through a system of committees, each with
its distinct mandate. These committees are instrumental in scrutinizing, debating, and shaping
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legislation, as well as conducting oversight functions to ensure the efficient and effective
implementation of policies and programs. Here are examples of committees and their mandates:

a. Finance, Budget, and Appropriation Committee:
» Mandate: Responsible for budgetary matters, financial oversight, and recommending budget
allocations.
b. Health Services Committee:
¢ Mandate: Oversight of healthcare policies, facilities, and programs within the county.
¢. Education Committee:
e Mandate: Monitoring and enhancing the quality of education and educational institutions in
the county.
d. Infrastructure and Transport Committee:
» Mandate: Oversight of infrastructure development projects, roads, and transportation systems.
e. Agriculture and Environment Committee:
e Mandate: Monitoring agricultural policies, environmental conservation, and natural resource
management.
f. Legal and Justice Committee:
» Mandate: Reviewing legal matters, ensuring adherence to laws, and addressing legal concerns
within the county.

d) The County Assembly committees play a crucial role in overseeing the various functions of
the county government. Their oversight functions include:
¢ Scrutiny and Review: Committees thoroughly examine proposed legislation and policies to
ensure they align with the best interests of our constituents.
« Budget Oversight: Monitoring the allocation and utilization of county funds to ensure
transparency, accountability, and efficiency in financial matters.
e Program Evaluation: Assessing the effectiveness of government programs and projects to
enhance service delivery.
¢ Stakeholder Engagement: Facilitating public participation and engaging with relevant
stakeholders to gather input and feedback.
¢ Reporting: Providing regular reports to the County Assembly on their findings.
recommendations, and actions taken.
In conclusion, the County Assembly and its committees are committed to enacting laws that benefit
our constituents and ensuring that the county government operates transparently and effectively.
Through diligent oversight, these committees help safeguard the interests of the people we serve,
promoting good governance and accountability in our county.

(iii) Performance of key development projects
a) These are the key development projects that the County Assembly planned, undertook and its

impact.
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Project Project Progress Project Output | Project Qutcome Project Impact.
Description.
Ward Offices 20 Offices Completed Creation of Accessibility of Improved Service
Office space for Services to the Delivery to the
MCAs Public Public.
Speakers Completed & Permanent Improved Security Adequate time for
Residence Occupied Residence for the | and Safety to the | the Speaker to Serve
Assembly Speaker. the Assembly
Speaker. effectively
County Completed & Creation of new Adequate Olffice Efficient Service
Assembly Occupied Chambers, Space and Good Delivery
Complex Office space for Working
MCAs,Speaker Environment for
and Assembly Members and Staff.
Staff and public
gallery.

b) The following key development projects were included in the Assembly’s strategic plan,

procurement plan and work plan. Their progress status and its effect ones completed are

highlighted as below.

Project Description.

Project Progress

Project Efficiency and Effectiveness

Ward Offices

20 Offices Completed

Improved Service Delivery to the Public.

Speakers Residence

Completed & Occupied

Adequate time for the Speaker to Serve the

Assembly effectively

County Assembly

Complex

Completed & Occupied

Efficient Service Delivery
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¢) The County Assembly has ensured Full compliance to various Acts and Regulations to

promote responsible and fair competition practices on all tendering processes with
transparency and Accountability. To ensure transparency, the Assembly rolled the E-Sourcing

system in IFMIS to ensure quick and openness in the procurement process.

(iv) Comment on value-for-money achievements

The County Assembly undertook the construction of the Ward Offices with the sole aim of ensuring
that the local citizen can access services of the member of County Assembly in their respective wards.
This has improved the lives of the local people as most of their pertinent problems are solved on time
and adequately. Further to this, the County Assembly Complex has enabled the staff and members of
the County Assembly to perform exceedingly towards the various development affairs of the people
of Kwale.

During the Period under Review, the County Assembly recorded minimal engagements on charitable
activities on Community Social Responsibility, however through the committee on gender and talent
Management, the Assembly mobilised resources to address the various social aspects touching on
teenage girls.

(v)  Challenges and recommended way forward

The year was not without its challenges, Budget restrictions from the [FMIS department and late
disbursement of exchequer releases by the Controller of Budget greatly affected the timely execution
of Assembly activities.

In order to enhance our financial performance, we finalized the review of the strategic plan,
implemented the already developed human resource manual as well employ appropriate project
management skills to ensure that all assembly’s projects contribute to the realisation of the Assemblies
vision and mission Statement. This greatly enhanced the performance of the assembly in undertaking
her key responsibilities of oversight, legislation and representation.

Finally, yet importantly, I must thank the County Assembly Service Board, team of management,

Members and the entire staff of the County Assembly for their zeal in realizing the Vision of this great
institution.

------------------------------------------

Clerk of the County Assembly
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5. Statement of Performance against Predetermined Objectives

Strategic development objectives

The key mandate of the County Assembly of Kwale 1s legislation, oversight, and representation. To
achieve this, the Assembly’s program was documented in terms of objective, key performance

indicators, and output. Below is the performance of the Assembly in FY 2024/2025.

Legislation,

oversight and

representation

Enhanced
professional
development of
MCAs - Provide
ongoing professional
development of

MCAs

Increased ability
of MCA in

legislation

7 bills passed
in the County
Assembly

In FY 2024/2025
MCAs were
trained on
Leadership and
Integrity.

Enhanced Review standing | 70% Increase Standing orders

professional orders in efficient were reviewed and

development of Assembly resulted to

MCAs — Review operation members

standing orders participation in
motions on the
floor of the house.

Enhanced Review and Quality of laws | 3 Acts and Bills

professional amendments of passed passed

development of laws

MCAs — Review and

amendments of laws

Enhanced Public Increased General public

professional participation participation engaged well

development of awareness to the | during public during public

MCAs — Public public participation participation

participation

awarcness programs
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staff output

Timely
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deadlines.
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-In the Year under
Review, 126
Assembly staff
were trained
including the ward
staft on various
aspects of their
Profession.
-Development of
Sectoral plans
-Review and
development of
departmental
policies
-Development of
Sectoral plans
-Review and
development of
departmental
policies
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6. Environmental and Sustainability Reporting

a)

b)

c)

Sustainability strategy and profile

Kwale County Assembly exists to transform lives. This is our purpose; the driving force behind
everything we do. It’s what guides us to deliver our strategy, which is founded on our Strategic
pillars: putting the Citizen first, delivering relevant services, and improving operational
excellence

As an Assembly we recognise the importance of running a sustainable institution and
committed to sustainable economic environment and social impacts resulting from our
everyday activities. Our goal is to continuously improve operations and create shared values
through various initiatives that includes operational efficiencies in all our processes, diversity
and inclusion. We are aligning our operations to the expectations and aspirations of the citizens
of Kwale.

Environmental performance

We are committed to environmental conservation and have held tree planting programmes
across the county. Through various legislations, the assembly has been keen on passing bills
geared towards environmental conservation.

The Assembly through the ICT policy has an outlined Environmental Sustainability strategy
to promote sustainable use of ICTs, in line with the best environmental practices for instance,
going paperless on almost all our operations. The Assembly prioritizes environmental
sustainability practices such as enhanced energy efficiency and adoption of renewable energy.
In this regard, the Assembly installed solar power in its ward offices and clean power at the
Assembly’s Complex.

Employee welfare

We take the health and wellbeing of our people very seriously. To improve the social
wellbeing of the staff, several welfare programs have been maintained in the Assembly. This
include among a good medical cover, pension scheme and a group life cover. Other staff events
that we were engaged in included; team building, celebrating staff birthdays, staff retreats and
staff wellness activity. These activities promoted staff productivity and boosted the team spirit.

We have occupational health and safety protocols in place to ensure the physical security of

staff, including strict security measures on all of our buildings.

In ensuring wellness and work-life balance, the County Assembly Service Board approved
Thursday afternoons as a sports day where all staff are supposed to participate in their various
sports. The games provide an opportunity for all staff to showcase their talents and informally
interact hence enhancing unity. The Assembly also organised a training on personal financial

management and planning for its staff to instil financial discipline
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d) Marketplace practices-
a) Responsible Supply chain and supplier relations-
Kwale County Assembly strictly adhere to the laid down regulations and law regarding
procurement processes that include, the Public Procurement Regulatory Authority, The

Public Procurement and Disposal Act, the PFM Act etc.

b) Responsible ethical practices-
To maintain a Corruption free environment and good supplier relations, The Assembly
has prequalified list of suppliers and strictly follows the IFMIS E-sourcing platform
for transparency and efficiency in its operations. This notwithstanding, the Assembly

normally does timely payment of suppliers to avoid accumulation of debts

¢) Stewardship of goods and services
Through its oversight mandates, the County Assembly of Kwale ensures the Executive
undertakes timely projects as passed by the Assembly and as per the standards hence

service delivery to the citizens.

¢) Community Engagements

On May 9, 2025, the County Assembly of Kwale spearheaded a comprehensive town cleaning initiative
as a core component of its annual Corporate Social Responsibility (CSR) program. Led by the Director
of Human Resource, Mr. Nick Siso, a dedicated team of Assembly staff volunteered their time and
effort to improve the environmental hygiene of Kwale town. The initiative was strategically timed to
coincide with the onset of the rainy season to mitigate public health risks associated with water and
vector-borne diseases.

The primary objective of this initiative was to contribute directly to the health and well-being of the
Kwale community. The timing was a critical strategic consideration. The rainy scason, while essential
for agriculture, often leads to an increase in stagnant water and improper waste accumulation, creating
breeding grounds for disease vectors like mosquitoes and increasing the risk of waterborne illnesses
such as cholera and typhoid.

A significant aspect of the initiative was community engagement. While conducting the clean-up,
Assembly members interacted with residents and local business owners, emphasizing that
environmental stewardship is a shared responsibility.

Following the physical clean-up, the Assembly issued a public appeal, urging all residents of Kwale to
adopt consistent cleaning practices in their immediate surroundings. This message highlights that
collective, sustained effort is the most effective strategy for preventing the outbreak of diseases and
ensuring a healthy, pleasant living environment for all.
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The team, led by Director of HR Mr. Nick Siso, showcasing the collaborative spirit of the CSR

initiative.
The Kwale town cleaning initiative was a resounding success, meeting all its stated objectives. It not

only improved the physical cleanliness of the town but also reinforced the vital connection between
the County Assembly and the community it serves.
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7. Management Discussion and Analysis

This Management Discussion and Analysis (MD&A) provides a summary of the operational and
financial performance of the County Assembly of Kwale over the past five years. It highlights progress
made in legislative, oversight, and representation functions while assessing compliance, risks, arrears,

and sectoral developments.

Key Programs, Projects, and Investment Decisions

Program/Project Objective Status Key Achievements
Capacity Building | Strengthen Continuous Improved debate
for Members and legislative and quality &

Staff oversight skills committee work
ICT & e-Parliament | Automate Hansard | Ongoing Faster reporting &
Systems & records transparency
Public Participation | Enhance citizen Ongoing Wider inclusivity in
Forums involvement laws and budgets
Chamber & Offices | Improve Completed FY Conducive
Renovation workspaces 2024/25 legislative

environment

Chart 1: County Assembly of Kwale Expenditure Distribution (2024/2025)

Actual Expenditure Distribution FY 2024/2025

Program Actual Expenditure Yoge

Compensation of employees 268,781,098 27%
Use of goods and services 465,934,432 48%
Acquisition of assets 245,375,693 25%
Total 980,091,223 100%
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Actual Expenditure Distribution FY2024/2025

= Compensation of employees

Compliance with Statutory Requirements

= Use of goods and services » Acquisition of assets

The County Assembly has consistently sought compliance with national laws and regulations:

- Budgeting & Financial Reporting: Annual budgets and financial statements submitted to oversight

bodies on time.

- PFM Act 2012: Fiscal responsibility principles largely observed.

- HR Compliance: Recruitment aligned to PSC guidelines.

- Audit Findings: Auditor-General reports note reduced audit queries, though some HR issues on

Non-Compliance with the Law on Ethnic Composition remain recurring issues.

Major Risks Facing the Assembly

Risk

Description

Mitigation

' Budgetary Delays

Late exchequer
disbursements affect
operations

Engagement with Treasury,
prioritization

Political Tensions

Disruptive alignments
among MCAs

Mediation and leadership
training
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ICT Security Threats Increased cyber risk with ICT security policies,
digitalization capacity building
Public Perception Limited understanding of | Strengthened civic
Assembly’s role education &
communication

Chart 2: Budget Allocations vs Actual Expenditure (2022/23-2024/25)

BUDGET ALLOCATION VS ACTUAL EXPENDITURE

YEAR BUDGET ACTUAL
2022-2023 1,169,141,072 947,446,328
2023-2024 1,090,712,566 791,119,186
2024-2025 1,345,909,649 980,091,223

BUDGET ALLOCATION VS ACTUAL EXPENDITURE

1,600,000,000

1,400,000,000
__1,200,000,000
wy
2 1,000,000,000
£ 800,000,000
S ® BUDGET
© 600,000,000
E m ACTUAL
400,000,000
200,000,000

2022-2023 2023-2024 2024-2025
Financial Year
Material Arrears in Statutory & Other Obligations
The Assembly continues to reduce pending bills through structured settlement.
Statutory deductions (PAYE, NSSF, NHIF) are fully up-to-date.

Review of the Economy and Sector

« National Economy: GDP grew at ~5% but slowed during COVID-19. Inflation and high debt
levels continue to strain resources available to counties.

« County Economy: Reliance on agriculture, tourism, and trade. Fiscal transfers remain the main
funding source; own-source revenues are below target.
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« Legislative Sector: Expanding demand for oversight on budgets, public participation, and
compliance with devolution laws.
Future Developments

The County Assembly is aligning with both county priorities and national strategies:
e Full automation of committee records and Hansard services.
e Completion of modern office complex and chambers.
Enhanced public participation through digital platforms.
Specialized training on climate change, gender, and inclusivity legislation.
Pending bills clearance plan for financial sustainability.
Conclusion

The Assembly has made notable progress in strengthening governance, compliance, and service
delivery. Despite budgetary and political risks, management is committed to reforms that ensure
transparency, accountability, and effective legislation.
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8. Statement of Management Responsibilities

Sections 164 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Accounting Officer of a County Government Entity to prepare financial statements in
accordance with the standards and formats prescribed by the Public Sector Accounting Standards
Board.

The Clerk of the County Assembly is responsible for the preparation and presentation of the County
Assembly’s financial statements, which give a true and fair view of the state of affairs of the County
Assembly for the year ended June 30,2025. This responsibility includes: (i) maintaining adequate
financial management arrangements and ensuring that these continue to be effective throughout the
reporting period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy
at any time the financial position of the County Assembly; (ii1) designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or fraud;
(iv) safeguarding the asscts of the County Assembly; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Clerk accepts responsibility for the County Assembly’s financial statements, which have been
prepared on the Cash Basis Method of Financial Reporting, using appropriate accounting policies in
accordance with International Public Sector Accounting Standards (IPSAS). The Clerk is of the opinion
that the County Assembly’s financial statements give a true and fair view of the state of the County
Assembly’s transactions for the year ended June 30, 2025, and of its financial position as at that date.
The Clerk further confirms the completeness of the accounting records maintained for the County
Assembly which have been relied upon in the preparation of its financial statements as well as the
adequacy of the systems of internal financial control.

The Clerk confirms that the County Assembly has complied fully with applicable Government
Regulations, and that the County Assembly’s funds received during the year under audit were used for
the eligible purposes for which they were intended and were properly accounted for. Further the Clerk
confirms that the County Assembly’s financial statements have been prepared in a form that complies
with relevant accounting standards prescribed by the Public Sector Accounting Standards Board of
Kenya.

Approval of the financial statements

The County Assembly’s financial statements were approved and signed by the Clerk of the County
Assembly on AI(L:QZ 2025.

----------------------------------------------------

Fatuma Hassa

Clerk of County Assembly

XXX
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REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF KWALE
FOR THE YEAR ENDED 30 JUNE, 2025

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

A. Report on 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 the 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; and,

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

An Unmodified Opinion is issued when the Auditor-General concludes that the
financial statements are fairly presented in accordance with the applicable financial
reporting framework. The Report on Financial Statements should be read together
with the Report on Lawfulness and Effectiveness in the Use of Public Resources, and
the Report on Effectiveness of Internal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities 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
Opinion

| have audited the accompanying transitional IPSAS financial statements of the County
Assembly of Kwale set out on pages 1 to 56, which comprise of the statement of
financial position as at 30 June, 2025, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and statement of
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comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with
the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. | have obtained all the information and explanations which to the best
of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, the transitional IPSAS financial statements present fairly, in all material
respects, the financial position of the County Assembly of Kwale as at 30 June, 2025
and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards (Accrual Basis)
(including the transitional provisions permitted under IPSAS 33) and comply with the
County Governments Act, 2012, the Public Finance Management Act, 2012 and the
National Treasury and Economic Planning Circular No.3 of 14 April, 2025.

Basis for Opinion

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

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final budget and
actual receipts on comparable basis of Kshs.1,345,909,649 and Kshs.982,188,197
respectively, resulting to under-funding of Kshs.363,721,452 or 27% of the budget.

The under-funding affected the planned activities and may have impacted negatively
the service delivery to the residents of Kwale.

My opinion is not modified in respect of this matter.

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. There were no key audit matters
to report in the year under review.

Other Matter

Unresolved Prior Year’s Audit Matters

In the prior year audit report, three issues were raised under the Report on Lawfulness

and Effectiveness in Use of Public Resources and Effectiveness of Internal Controls,
Risk Management and Governance. These were regularity of human resource
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management practices, irregular subscription to the County Assembly Forum and
grounded motor vehicles. Review of the status during audit of the County Assembly in
2024/2025 revealed that the matters remained unresolved.

Other Information

The Management is responsible for the Other Information set out on page iv to xxx
which comprise of Key Entity Information and Management, Governance Statement,
Foreword by Clerk of the County Assembly, Statement of Performance Against County
Assembly Predetermined Objectives, Environmental and Sustainability Reporting,
Management Discussion and Analysis and the Statement of Management
Responsibilities. The Other Information does not include the financial statements and
my audit report thereon.

In connection with my audit on the County Assembly’'s financial statements, my
responsibility is to read the Other Information and in doing so, consider whether the
Other Information is materially inconsistent with the financial statements or my
knowledge obtained in the audit or otherwise appears to be materially misstated. If
based on the work | have performed, | conclude that there is a material misstatement
of this Other Information, | am required to report that fact. | have nothing to report in
this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE 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 Lawfulness and Effectiveness in the 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. Regularity of Human Resource Management Practices

Review of the human resource management practices at the County Assembly
revealed the following anomalies:

1.1.Non-Compliance with the One Third of Basic Salary Rule
Review of payroll records revealed that some officers drew salary less than a third of

their basic pay contrary to Section 19(3) of the Employment Act of 2007 which requires
that an employee’s pay should not be deducted beyond one third of the basic salary.

Report of the Auditor-General on County Assembly of Kwale for the year ended 30 June, 2025
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1.2.Non-Compliance with the Law on Ethnic Composition

Review of human resource records provided for audit shows that out of seventy-three
(73) permanent and pensionable employees, the dominant ethnic community
constitute 80% (4) at top management, 85% (11) at middle management and 89% (48)
at low management which includes one (1) staff from persons living with disability.
Further, 80% (67) of contractual/temporary employees are from the same dominant
community. The ethnic composition is above the set levels and contrary to Section 7
(1) and (2) of the National Cohesion and Integration Act, 2008 which requires all public
offices to seek to represent the diversity of the people of Kenya in employment of staff
and that no public institution to have more than one third of its staff establishment from
the same ethnic community.

In the circumstances, Management was in breach of the law.
2. Irregular Payment of Subscription Fees

The statement of financial performance and Note 10 to the financial statements
reflects use of goods and services amount of Kshs.354,627,760. Included in the
expenditure was Kshs.32, 067,205 in respect to other operating expenses including
bank charges. Review of expenditure records revealed that Kshs.3,500,000 was
incurred on subscription fees to the County Assemblies Forum (CAF) without
supporting legislation, guidelines and policies to ascertain the authenticity of the
payment, contrary to Section 149(1) of the Public Finance Management Act, 2012,
which requires 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 authorized and in an effective, efficient, economical and
transparent manner.

In the circumstances, the legality of the expenditure of Kshs.3,500,000 paid to County
Assemblies Forum could not be confirmed.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Review of asset register, ownership documents and payment vouchers revealed the
following unsatisfactory matters:

1.1.Incomplete Asset Register

Physical inspection carried out on 29 May, 2025 showed that the assets were not
tagged. Further, the asset register did not have key information such as location,
condition and the date when the asset register was last updated.

1.2.Lack of Land Ownership Documents

Review of the County Assembly’s asset register showed that land and buildings were
valued at Kshs.22,900,000 and Kshs.1,489,770,423 respectively. However, the
County Assembly does not have ownership documents for the land on which the
Assembly is constructed or provided evidence on steps taken to obtain the ownership
documents.

In the circumstances, effectiveness of internal controls and risk management on
assets could not be confirmed.

2. Grounded Motor Vehicles

Review of the asset records shows that the Assembly had seven (7) motor vehicles.
Physical verification of the assets on 29 May, 2025 revealed that one (1) motor vehicle
purchased at a cost of Kshs.2,854,368 was grounded within the premises. The vehicle
had been grounded since financial year 2022/2023 and management did not provide
any explanation on action being taken to salvage the asset from further impairment
and loss of value.

In the circumstances, the grounded motor vehicle may cause inefficiency and hamper
service delivery to the residents of Kwale.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that | plan and perform the audit to obtain assurance about whether
effective processes and systems of internal controls, risk management and overall
governance were operating effectively in all material respects. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of the Management and those Charged with Governance

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

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

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

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

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

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards of Supreme Audit Institutions (ISSAIls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or
error and to issue an auditor’s report that includes my opinion in accordance with
Section 48 of the Public Audit Act, 2015. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with ISSAls
will always detect a material misstatement 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.

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

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

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

AUDITOR-GENERAL

Nairobi

04 December, 2025
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10. Statement of Financial Performance for the year ended 30 June 2025

Revenue from non-exchange transactions

Transfers from CRF 6 982,188,197
Miscellaneous Rcvc;uc 7 -
Total 982,188,197
Revenue from excrlrliainge transactions o ]
Other income 8 - o
Total revenue 982,188,197
Expenses -
Employee costs 9 268,781,098
Use of goods and services 10 354,627,760
FTransfers to other Government Entities 11 -
VDcprcciution and armortization expense | —l_2 -]
Other Grants and Sruibsid—ics_ a o 13 - -
Finance costs 14 -
"'Social Benefits R N 15 -
Total expenses . 623408858
Gain/(loss) on sale of assets 16 = l
| Gain/Loss on F;rcign Exchange‘ 17 - ]
AGjin/Loss on fair vzm;e of investments 18 - 71
Impairment loss N 19 = _“
Surplus/Deficit for the year 358,779,339 ‘
Taxation N 20 - 1
LNet Surplus/Deficit 358,779,339 <—Q]

The Financial

.................................

Fatuma H
Clerk of The County Assembly

tdtements ket out on pages l/ to 7 were signed by:

CPA Philip Wanje Ziro
Director Finance & Accounts
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County Assembly of Kwale
Annual Report and Financial Statements for the year ended June 30, 2025.

11. Statement of Financial Position as at 30 June 2025

Assets
Current Assets - B B ]
Cash and Cash equivalents 21 33,126,318 58,276,710

' Receivables from E;t_:hangc Transactions 22 o - o
_‘;::;:i:’i:f:sﬁom Non-Exchange 23 10,496,664 10,496,664
Inventories 24 - -

]_C urrent portion of investments —ﬁ}, 25 - - J
Total Current Assets 43,622,982 68,773,374

Non-Current Assets

Receivables from Exchange Transactions | 22(b) - -

Non- Current po;tion of investments 25 - -
Property, Plant and Equipment 26 245,375,693 -
Intangible Assets 27 - - N
Investment Property 28 - -
- Right-of-use assets 29 - -
! Biological Assets 30 - -
i Tangible Natural Resources 31 - -
i Total Non- Current Assets 245,375,693 -
Total Assets (A) 288,998,675 68,773,374
TLwomees | | 1
Current Liabilities
Trade and Other Payables 32 2,625.517 114,031,045
Refundable Deposits and Prepayments 33 31,128,199 58.266.458
Current Provision 34 - -
Lease Liabilities 35 - -
- Deferred Income 36 - -
| Employee Benefit Obligation 37 - -
Current Portion of Borrowings 38 - -

Total Current Liabilities

33,753,717 172,297,503

Non-Current Liabilities
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Lease Liabilities

Deferred Income

Non-Current Employee

Obligation

Benefit

Borrowings — Non-Current Portion

| Service Concession Liability

Total Non- Current Liabilities

Total Liabilities (B)

33,753,717

172,297,503

?el ;\ssets(A-B)

255,244,958

- -103,524,129

Represented By:

Reserves

Accumulated Surplus

-7,948,191

-7,948,191

244,934,622

-113,834,464

-Capital Fund

18,258,527

18,258,527

Net Assets

255,244,958

-103,524,129

—
The financia] statements set out on pa

..........................

Fatumg/ Hassan Mwalupa

Clerk of The County
Assembly

s 1 to 7 were signed by:

e

---------------------------------

CPA Philip Wanje Ziro

Director Finance & Accounts

ICPAK M/No. 20407
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12. Statement of Changes in Net Assets for the year ended 30 June 2025

As at 30" June 2024 (cash basis) 97,725 -7,948,191 18,258,527 10,408,060

Adjustments:

Recognition of assets

' Recognition of liabilities -113,932,189 113,932,189
As at July 1, 2024 -113,834,464 | -7,948,191 | 18,258,527 | -103,524,129
Return to CRF -10,252 -10,252

| Surplus/ deficit for the year 358,779,339 358,779,339 !
Other changes (specify) ; . -

As at June 30, 2025 244,934,622 | -7,948,191 | 18,258,527

255,244,958

Note: Adjustment for recognition of liabilities of Ksh 113,392,189 under prior year adjustments relate

to recurrent pending payables/bills from previous financial year as per Appendix IX of this financial

statement.
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13. Statement of Cash Flows for the year ended 30 June 2025

Notes

Kshs

Cash flows from operating activities

Receipts

Transfers from CRF

982,188,197

Miscellaneous Revenue

Other income

Total receipts

982,188,197

Payments

Employee costs

268,781,098

Use of goods and services

466,033,287

Transfers to other Government Entities

Other Grants and Subsidies

Finance costs

Social Benefits

Total payments

734,814,385

Net cash flows from/(used in) operating activities

40

247,373,812

Cash flows from investing activities

Purchase of PPE

-272,513,953

Purchase Intangible assets

Proceeds from sale of PPE

Proceeds from sale of Biological Assets

Purchase of investments

Sale of investments

Net cash flows from/(used in) investing activities

-272,513,953

Cash flows from financing activities

Returns to CRF

-10,252

Proceeds from borrowings

Repayment of borrowings

Net cash flows from financing Activities

-10,252

Net increase/(decrease) in cash &
Cash equivalents

-25,150,392

Cash and cash equivalents at 1 July

21

58,276,710

Cash and cash equivalents at 30 June

21

33,126,318

(PSASB has prescribed the use of the direct method for cash flow preparation)
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14. Statement of Comparison of Budget and Actual Amounts for the Year ended 30 June 2025

Recurrent and Development Budgets Combined

Kshs

Kshs

Kshs

Kshs

Kshs

Budget carry overs (Special Purpose A/c)

Receipts

it

Transfers from the CRF

927,501,295

418,408,354

1 1,345,909,649

982,188,197

363,721,452

73%

Other receipts

Total Receipts

927,501,295

418,408,354

1,345,909,649

982,188,197

363,721,452

73%

Payments

i
1
|

Compensation of employees

308,612,767

-36,510,456

272,102,311

268,781,098

3.321.213

99%

Use of goods and services

376,209,310

90,808,366

467,017,676

465,934,432

1,083,244

100%

Subsidies

Transfers to other government units

Other grants and transfers

Social security benefits

Acquisition of assets

242,679,218

364,110,444

606,789,662

245,375,693

361,413,969

Finance costs, including loan interest

Repayment of principal on borrowings

Other payments

Total

927,501,295

418,408,354

1,345,909,649

980,091,223

365,818,426

Surplus

2,096,974

-2,096,974
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Reconciliation table

Actual Surplus Amounts as per the statement of Budget 2,096,974
1 Payables paid (Withholding taxes paid) 98.,856.00
2 Retention monies balances 31,128,199
3 Reason for differences -
4 Reason for differences .
Closing Cash and Cash Equivalent as per the statement of Cash flows 33,126,317
Budget Notes

1. Under acquisition for Assets, the underutilization was majorly affected by the Development projects whereby 60% of the total budgetary allocation was not
absorbed and by end of the year the contractor had not submitted certificates of equal worth to warrant payment.

2. The changes between the original budget and final budget was as a result of pending bills from the previous financial year and internal reallocations which were
introduced in the current budget through supplementary budgets as per (IPSAS 24.29)
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15. Notes to the Financial Statements

1. General Information

County Assembly of Kwale is established by and derives its authority and accountability from The Constitution
of Kenya 2010. The Entity is domiciled in Kenya and its principal activities are Legislation, oversight and

represenlatiou

2. Statement of Compliance and Basis of Preparation

Statement of compliance
The financial statements have been prepared in accordance with the Public Finance Management Act, 2012
and with the International Public Sector Accounting Standards (IPSAS). The entity has taken advantage of the
transitional provisions under IPSAS 33 and therefore these Ist/ 2nd/ 3rd/ years financial statements are
transitional financial statements and the following elements of the financial statements have not been
recognised as the entity has taken advantage of the transition provisions outlined in IPSAS 33.

“*Inventory

% Partial recognition of financial assets and liabilities
The entity has taken into partial recognition of the financial assets and liabilities during the st year and partial
recognition of the Non-Current assets. The entity has recognised the Assets for the year of Ksh 245,375,693
however, no depreciation was charged during the year in conformity with the Kwale County Assembly Assets
Depreciation Policy which states that; Depreciation shall commence when the asset is available for use (i.e.,
when it is in the location and condition necessary for it to operate as intended) and No depreciation is charged
during the year of purchase/Acquisition . The entity is looking forward to incorporate full assets in the 2nd
year upon valuation reports of the Assets and also incorporate the inventory as we look towards full adoption
during the 3rd year of transition. We have the Transition Committee in place spearheading the process to ensure
a smooth transition process.

These financial statements were authorised for issue by the accounting officer on 30th September 2025.

Basis of Preparation

These financial statements have been prepared on a going concern basis, and the accounting policies have been
applied consistently throughout the period. These financial statements have been prepared on an accrual basis
unless otherwise specified (for example, the Statement of Cash Flows). Under an accrual basis, revenues are
recognised when rights to assets are earned or levied rather than when cash is received, and expenses are
recognised when obligations are incurred rather than when they are settled. The financial statements have been
prepared and presented in Kenya Shillings, which is the functional and reporting currency of the Entity. The

accounting policies adopted have been consistently applied to all the years presented.
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Reporting period

The reporting period for these financial statements is for the period ended 30" June 2025.
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Notes to the financial statements
Critical accounting judgements
IPSAS requires accounting judgements to be made in determining accounting policies that impact the

presentation of these financial statements. The most critical of these judgements, and their impact, are:

Recognition of revenue

Revenue is an increase in the net financial position, other than increases arising from ownership contributions.
Revenue is required to be measured when the event occurs and when recognition criteria (probable inflow of
resources and ability to reliably measure their value) are met. Judgment is required to determine if these criteria

are met, particularly where limited evidence is available at the time the revenue is earned.

Recognition of non-exchange expenses and liabilities

A liability is a present obligation of an entity for an outflow of resources that results from a past event. Expenses
(and other liabilities) are recognized when there is a present obligation (legal or constructive) as a result of a
past event. An outflow of resources embodying economic benefits will probably be required to settle the
obligation and a reliable estimate of the obligation can be made. Judgement is required in assessing each of

these conditions, and therefore reporting it an expense and a present obligation should be reported.

The entity pursues a number of policy targets and outcomes. However the commitment to these targets and
outcomes, generally, do not of themselves constitute a present obligation unless the entityis clear on the cost it
intends to incur, when payment will be made, and to whom and as a consequence has raised a valid expectation.,
As a consequence, liabilities are not reported for costs associated with the entity policy objectives and targets.
Where a policy choice gives rise to an obligation that exists independently of the entity’s future actions,

expenses (and other related liabilities) are recognized for that policy.

Purpose and nature of financial instruments

Judgment is required in determining whether financial assets (including investment in securities and advances)
and financial liabilities are held for trading or to provide a return through interest and principal transactions.

Depending on that judgment, financial instruments will be reported at fair value or on an amortized cost basis.

Climate change obligations

Kenya’s current National Determined Contribution (NDC) to deliver on the goals of the Paris Agreement sets
a headline target of a 32 per cent emission reduction by 2030 relative to the business-as-usual scenario of 143
MtCO2eq. Entities commitment to climate change action does not constitute a present obligation on the balance

sheet but are disclosed separately.
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Physical assets

An asset is a resource presently controlled by the eneity as a result of a past event. The primary reason for

holding property, plant and equipment and other assets is for their service potential rather than their ability to
generate cash flows. Because of the types of services provided, a significant proportion of assets used by public
sector entities including roads, national parks, heritage buildings ctc are specialized in nature. There may be a
limited market for such assets and so judgement is required on measurement. Judgment is also required whether

assets are held for commercial purposes or public benefit purposes.
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Notes to the Financial Statements (Continued)

3. Adoption of New and Revised Standards

i) New and amended standards and interpretations in issue effective in the year ended 30 June 2025.

IPSAS 43

Applicable I*' 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.

IPSAS 44:
Non- Current

Assets Held for

Applicable 1" January 2025
The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at the lower of carrying

Property Plant

and Equipment

Sale and amount and fair value less costs to sell and the depreciation of such assets to cease and: Assets that

Discontinued meet the criteria to be classified as held for sale to be presented separately in the statement of

Operations financial position and the results of discontinued operations to be presented separately in the
statement of financial performance.

IPSAS 45- Applicable I"' January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS 45 has additional
guidance/ new guidance for heritage assets, infrastructure assets and measurement. Heritage assets
were previously excluded from the scope of [PSAS 17 in IPSAS 45, heritage assets that satisfy the
definition of PPE shall be recognised as assets if they meet the criteria in the standard. IPSAS 45 has
an additional application guidance for infrastructure assets, implementation guidance and illustrative
examples. The standard has clarified existing principles e.g valuation of land over or under the
infrastructure assets, under- maintenance of assets and distinguishing significant parts of

infrastructure assets.

IPSAS 46

Measurement

Applicable I** January 2025
The objective of this standard was to improve measurement guidance across IPSAS by:
i. Providing further detailed guidance on the implementation of commonly used
measurement bases and the circumstances under which they should be used.
1. Clarifying transaction costs guidance to enhance consistency across [PSAS;
1. Amending where appropriate guidance across IPSAS related to measurement at
recognition, subsequent measurement and measurement related disclosures.
The standard also introduces a public sector specific measurement bases called the current

operational value.

12
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i) New and amended standards and interpretations in issue but not yet effective in the year ended 30

June 2025

IPSAS 47- Applicable I January 2026

Revenue

This standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS 11 Construction
contracts and IPSAS 23 Revenue from non- exchange transactions. This standard brings all the
guidance of accounting for revenue under one standard. The objective of the standard is to establish
the principles that an entity shall apply to report useful information to users of financial statements
about the nature, amount, timing and uncertainty of revenue and cash flow arising from revenue

transactions.

IPSAS 48-

Transfer Expenses

Applicable I'* January 2026

The objective of the standard is to establish the principles that a transfer provider shall apply to
report useful information to users of financial statements about the nature, amount, timing and
uncertainty of expenses and cash flow arising from transfer expense transactions. This is a new
standard for public sector entities geared to provide guidance to entities that provide transfers on

accounting for such transfers.

IPSAS 49-

Retirement

Benefit Plans

Applicable I January 2026

The objective is to prescribe the accounting and reporting requirements for the public sector
retirement benefit plans which provide retirement to public sector employees and other eligible
participants. The standard sets the financial statements that should be presented by a retirement

benefit plan.

IPSAS 50:
Exploration For &

Evaluation of
Mineral

Resources

Applicable 1" January 2027
The objective of this Standard is to specify the financial reporting for the exploration for and
evaluation of mineral resources. The Standard requires:

i Limited improvements to existing accounting practices for exploration and evaluation
expenditures.
ii. Entities that recognize exploration and evaluation assets to assess such assets for

impairment in accordance with this Standard and measure any impairment in
accordance with [PSAS 26.

il Disclosures that identify and explain the amounts in the entity’s financial statements
arising {rom the exploration for and evaluation of mineral resources and help users of
those financial statements understand the amount, timing and certainty of future cash
flows from any exploration and evaluation assets recognized.

iii) Early adoption of standards

The Entity did not early — adopt any new or amended standards in the financial year or the entity adopted the
following standards early (state the standards, reason for early adoption and impact on entity's financial

statements.)
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Notes to the Financial Statements (Continued)

4. Summary of Significant Accounting Policies
a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair value and
recognized on obtaining control of the asset (cash, goods, services and property) if the transfer is free from
conditions and it is probable that the economic benefits or service potential related to the asset will flow to the
Entity and can be measured reliably. Recurrent grants are recognized in the statement of financial performance.
Development/Capital grants are recognized in the statement of financial performance after meeting revenue

recognition criteria. Conditional grants are recognized as revenue upon fulfillment of the set conditions.

ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying amount.
The method applies this yield to the principal outstanding to determine interest income each period.
Dividends

Dividends or similar distributions must be recognized when the shareholder’s or the Entity’s right to
receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a straight-

line basis over the lease terms and included in revenue.

b) Budget information
The original budget for FY 2024/2025 was approved by the County Assembly on 30" June 2024. Subsequent
revisions or additional appropriations were made to the approved budget in accordance with specific approvals
from the appropriate authorities. The additional appropriations are added to the original budget by the Entity
upon receiving the respective approvals in order to conclude the final budget. Accordingly, the Entity recorded
additional appropriations of Kshs. 478,408,354 on the 2024/25 budget following the governing body’s
approval. The Entity’s budget is prepared on a different basis to the actual income and expenditure disclosed

in the financial statements.
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Notes to the Financial Statements (Continued)

Budget information (continued)

The financial statements are prepared on accrual basis using a classification based on the nature of expenses in
the statement of financial performance, whereas the budget is prepared on a cash basis. The amounts in the
financial statements were recast from the accrual basis to the cash basis and reclassified by presentation to be
on the same basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of budget and actual
amounts. In addition to the Basis difference, adjustments to amounts in the financial statements are also made
for differences in the formats and classification schemes adopted for the presentation of the financial statements
and the approved budget. A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual amounts and the actuals as per the statement of financial cash

flows has been presented under page 7 of these financial statements.

¢) Investment property

Investment propertics are measured initially at cost, including transaction costs. The carrying amount includes
the replacement cost of components of an existing investment property at the time that cost is incurred if the
recognition criteria are met and excludes the costs of day-to-day maintenance of an investment property.
Investment property acquired through a non-exchange transaction is measured at its fair value at the date of
acquisition. Subsequent to initial recognition, investment properties are measured using the cost model and are
depreciated over an xx-year period. Investment properties are derecognized either when they have been
disposed of or when the investment property is permanently withdrawn from use and no future economic
benefit or service potential is expected from its disposal. The difference between the net disposal proceeds and
the carrying amount of the asset 1s recognized in the surplus or deficit in the period of de-recognition. Transfers

are made to or from investment property only when there is a change in use.

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

consideration the asset is initially measured at its fair value

15
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Notes to the Financial Statements (Continued)

€) Right of use asset

The right-of-use assets comprises the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement day, less any lease incentives received and any initial direct costs. They
are subsequently measured at cost less accumulated depreciation and impairment losses. Whenever the entity
incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which it is located or
restore the underlying asset to the condition required by the terms and conditions of the lease, a provision is
recognized and measured under IPSAS 21 or IPSAS 26. To the extent that the costs relate to a right-of-use
asset, the costs are included in the related right-of-use asset, unless those costs are incurred to
produce inventories. Right-of-use assets are depreciated over the shorter period of lease term and useful life of
the underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use asset
reflects that the entity expects to exercise a purchase option, the related right-of-use asset is depreciated over
the useful life of the underlying asset. The depreciation starts at the commencement date of the lease. The right-
of-use assets are presented as a separate line in the statement of financial position.

) Tangible Natural Resources

The entity recognises a tangible natural resource recognized if, and only if: It is probable that service potential
associated with the natural resource will flow to the entity; the entity controls the tangible natural resource as
a result of past events; and The tangible natural resource can be measured reliably. Where this criterion is not
met, the entity discloses the tangible natural resource in the notes to the financial statements. Where a tangible
natural resource is recognized as an asset as the result of an event that is not a transaction in an orderly market,
including non-exchange transactions, the asset shall be measured initially at its deemed cost. An entity shall
apply IPSAS 46, Measurement, when measuring the deemed cost of such a recognized tangible natural
resource. A recognized tangible natural resource acquired through an exchange transaction shall be measured
at its cost. Historical cost model is applied after initial recognition less any depreciation and impairment losses.
g) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to ownership of the
leased item to the Entity. Assets held under a finance lease are capitalized at the commencement of the lease at
the fair value of the leased property or, if lower, at the present value of the future minimum lease payments.
The Entity also recognizes the associated lease liability at the inception of the lease. The liability recognized is
measured as the present value of the future minimum lease payments at initial recognition. Subsequent to initial
recognition, lease payments are apportioned between finance charges and reduction of the lease liability so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognized
as finance costs in surplus or deficit. An asset held under a finance lease is depreciated over the useful life of
the asset. However, if there is no reasonable certainty that the Entity will obtain ownership of the asset by the
end of the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset and the

lease term.
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Notes to the Financial Statements (Continued)

h) 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
asscts arc 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

asscts 1s assessed as either finite or indefinite.

i) Research and development costs
The Entity expenses rescarch costs as incurred. Development costs on an individual project are recognized as
intangible assets when the Entity can demonstrate:

1) The technical feasibility of completing the asset so that the asset will be available for use or

sale;

ii)  Its intention to complete and its ability to use or sell the asset;

1))  How the asset will generate future economic benefits or service potential;

iv)  The availability of resources to complete the asset;

v)  The ability to measure reliably the expenditure during development.
Following initial recognition of an asset, the asset is carried at cost less any accumulated amortization and
accumulated impairment losses. Amortization of the asset begins when development is complete, and the asset
is available for use. It is amortized over the period of expected future benefit. During the period of development,
the asset is tested for impairment annually with any impairment losses recognized immediately in surplus or

deficit.

i) Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and financial
liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets. The
entity does not have any hedge relationships and therefore the new hedge accounting rules have no impact on
the Company’s financial statements. (amend as appropriate). A financial instrument is any contract that gives
rise to a financial asset of one entity and a financial liability or equity instrument of another entity. At initial
recognition, the entity measures a financial asset or financial liability at its fair value plus or minus, in the case
of a financial asset or financial liability not at fair value through surplus or deficit, transaction costs that are

directly attributable to the acquisition or issue of the financial asset or financial liability.
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Notes to the Financial Statements (Continued)

i Financial assets
Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortized cost, fair value through net
assets/ equity or fair value through surphus and deficit on the basis of both the entity’s management model for
financial assets and the contractual cash flow characteristics of the financial asset. A financial asset is measured
at amortized cost when the financial asset is held within a management model whose objective is to hold
financial assets in order to collect contractual cash flows and the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely payments of principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held within the
management model whose objective is achieved by both collecting contractual cashflows and selling financial
assets and the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding. A financial asset shall be measured at
fair value through surplus or deficit unless it is measured at amortized cost or fair value through net assets/
equity unless an entity has made irrevocable election at initial recognition for particular investments in equity

instruments.

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 principal 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.
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Notes to the Financial Statements (Continued)

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial assets, where
the assets’ cash flows represent solely payments of principal 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.
Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible amounts. Trade
and other receivables arc assessed for impairment on a continuing basis. An estimate is made of doubtful

reccivables based on a review of all outstanding amounts at the year end.
Fair value through surplus or deficit

Financial 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.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL") associated with its financial
asscts carried at amortized cost and fair value through net assets/equity. The entity recognizes a loss allowance
for such losses at each reporting date. Critical estimates and significant judgments made by management in

determining the expected credit loss (ECL) are set out in Note xx.
ii. Financial liabilities
Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for financial liabilities

measured through surplus or deficit
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Notes to the Financial Statements (Continued)

k) Inventories
Inventory is measured at cost upon initial recognition. To the extent that inventory was received through non-
exchange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at the date
of acquisition. Costs incurred in bringing each product to its present location and conditions are accounted for,
as follows:

1) Raw materials: purchase cost using the weighted average cost method.

i1) Finished goods and work in progress: cost of direct materials and labour and a proportion of

manufacturing overheads based on the normal operating capacity but excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value. However, to the
extent that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class of
inventory is measured at the lower of cost and current replacement cost. Net realizable value is the estimated
selling price in the ordinary course of operations, less the estimated costs of completion and the estimated costs
necessary to make the sale, exchange, or distribution. Inventories are recognized as an expense when deployed

for utilization or consumption in the ordinary course of operations of the Enfity.

1) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits or service potential will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation. Where the
Entity expects some or all of a provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recognized as a separate asset only when the reimbursement is virtually certain. The expense

relating to any provision is presented in the statement of financial performance net of any reimbursement.

m) Contingent liabilities
The Entity does not recognize a contingent liability but discloses details of any contingencies in the notes to
the financial statements, unless the possibility of an outtflow of resources embodying economic benefits or

service potential is remote.
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Notes to the Financial Statements (Continued)

n) Contingent assets
The Entity does not recognize a contingent asset but discloses details of a possible asset whose existence is
contingent on the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Entity in the notes to the financial statements. Contingent assets are assessed continually to ensure
that developments are appropriately reflected in the financial statements. If it has become virtually certain that
an inflow of economic benefits or service potential will arise and the asset’s value can be measured reliably,
the asset and the related revenue are recognized in the financial statements of the period in which the change
occurs.
0) Nature and purpose of reserves
The Entity creates and maintains reserves in terms of specific requirements.
p) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy retrospectively. The effects of changes
in accounting policy are applied prospectively if retrospective application is impractical.
q) Employee benefits
Retirement benefit plans
The County Assembly of Kwale provides retirement benefits for its employees and directors. Defined
contribution plans are post-employment benefit plans under which an Entity pays fixed contributions into
a separate Entity (a fund), and will have no legal or constructive obligation to pay further contributions if
the fund does not hold sufficient assets to pay all employee benefits relating to employee service in the
current and prior periods. The contributions to fund obligations for the payment of retirement benefits are
charged against income in the year in which they become payable. Defined benefit plans are post-
employment benefit plans other than defined-contribution plans. The defined benefit funds are actuarially
valued tri-annually on the projected unit credit method basis. Deficits identified are recovered through
lump sum payments or increased future contributions on proportional basis to all participating employers.

The contributions and lump sum payments reduce the post-employment benefit obligation.

r) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date
of the transaction. At each reporting date, foreign currency monetary items are translated using the
closing rate. Non-monetary items measured in historical cost are translated using the exchange rate at
the date of the transaction, and those measured at fair value are translated using the exchange rates at
the date when the fair value was determined. Exchange differences arising from the settlement of
monetary items or translation of monetary/non-monetary items at rates different from those at which

they were initially reported are recognized in surplus or deficit in the period.
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s)

t)

u)

V)

Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and equipment. Such
borrowing costs are capitalized over the period during which the asset is being acquired or constructed and
borrowings have been incurred. Capitalization ceases when construction of the asset is complete. Further

borrowing costs are charged to the statement of financial performance.

Related parties

The Entity regards a related party as a person or an Entity with the ability to exert control individually or
jointly, or to exercise significant influence over the Entity, or vice versa. Members of key management are
regarded as related parties and comprise the Speaker of the county assembly and, Clerk of the county

Assembly, Directors and senior managers.

Service concession arrangements.

The Entity analyses all aspects of service concession arrangements that it enters into in determining the
appropriate accounting treatment and disclosure requirements. In particular, where a private party
contributes an asset to the arrangement, the Entity recognizes that asset when, and only when, it controls
or regulates the services the operator must provide together with the asset, to whom it must provide them,
and at what price. In the case of assets other than 'whole-of-life’ assets, it controls, through ownership,
beneficial entitlement or otherwise — any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset has been
recognized, the Entity also recognizes a corresponding liability, adjusted by a cash consideration paid or

received.

Cash and cash equivalents

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

year.
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w) Comparative figures

In preparing these financial statements the entity has elected to apply paragraph 79 of [IPSAS 33, which allows
for the election by an entity to present one statement of financial performance, one statement of cash flow, one
statement of net assets and the statement of financial position and an opening statement of financial position as

at the time of first time adoption of the accrual basis of accounting.
x) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financial

statements for the year ended June 30, 2025.
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in conformity with [PSAS 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 affected in future periods. State all judgements, 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 of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below. The Entity based its assumptions and estimates on
parameters available when the 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 Entity. Such changes are reflected in the assumptions when they occur.

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

a) The condition of the asset based on the assessment of experts employed by the Entity.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and processes.

¢) The nature of the processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions is included in Note xx. Provisions are measured at the management's
best estimate of the expenditure required to settle the obligation at the reporting date and are discounted to

present value where the effect is material.
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6. Transfers from CRF

Recurrent 737,491,722 - 737,491,722
| Development 244,696,475 B . 244,696,475
| Special purpose transfers - - N
i Total S 982,188,197 | - 982,188,197

7. Miscellaneous Revenue

| Inkind grants and donations - |

lRctunds&Rumbumununs - - ——1
ELEn&;nolildiﬂlfLLd aniwiurc clsﬁc - 7 - —j
Tow I S ] - |

8. Other Incomes

i Insurance recoverics - |
Sale of tender documents | ]
‘ Services concession income - & 1
( Other incomes not \pLLlde elsewhere -J
[Towlotherincome |
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9. Employee Costs

Basic salaries of permanent employees

103,227,133

Basic wages of temporary employees

28,827,198

Personal allowances — part of salary

100,401,488

Pension and other social security contributions

2,016,000

| Employer contributions to compulsory national social security schemes 4,235,530
Employer contributions to compulsory national health insurance schemes 30,073,750

| Employer contribution to compulsory housing scheme - 7 =}

| Other social benefit schemes -
Other personnel costs i - -

| Toal Employee costs 268,781,09ﬂ

10. Use of Goods and Services

Utilities, supplies and services 3,199,846
Communication, suppiies and services I 2,3798,()_004
Domestic travel and subsistence o 127,842,324

| Foreign travel and subsistence 41,128,188

mPrinting, advertising, and information supplies & services ‘ 24,042,684
Rentals of produced assets -
Training cxpcnscsﬁ . o o 12,4737607
Hospitality supplics and services o 64,256,577

| Insurance costs 27,888,896
Specialized materials and services 4,995,074
Other operating expenses including bank Charges 32,067,205 |
Office and general supplies and services 5,340,750
Fuel Oil and Lubricants o 3,141,000
Routine maintenance - vehicles and other transport equipmeﬁt 3,088,904
Routine maintenance — other assets 2,264 953
Total - 354,627,760
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11. Transfers to Other Government Entities

| Transfers to other (ount) (xOVmemt Ln[lllL‘-

Transfers to self-reporting projects

Tmnefcrq to car Ioan dnd mortgage schemes

O(hn.rs (specify)

Total

12. Depreciation and Amortization Expense

| Property, plant and equipment

| Intangible assets

| Investment property carried at cost

Total

13. Other Grants and Subsidies

Membership dues and subscriptions to international organizations

SLholdl'bhlpb and other educational beneﬂt.s

| Emergency relief and 1 rehlg,ee assistance

! Grants to small businesses, cooperatives, and self employed

I Subsidies to Public entities

[ Subsidies to Private entitics
Total Grants and QubSIdles

14. Finance Costs

'  Interest Payments on Guaranteed Debt Taken over by Govt

Interest on Domestic Borrowmg:. (Nun -Govt)

Interest on Borrowmas from Other Govgmmcnl Umtb

| Interest on bank overdrafts

Interest on loans from commercial banks

1 otal finame costs
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15. Social Benefits

Transfers to the elderly

Transfers to orphans <

Transfers to the phy;iiczzlilryichallcﬁgcd : a - |

" Total social benefit e};)énses - 1

16. Gain/Loss on Sale of Assets

Property, plant and gggip]nm S B - o | -

Intangible assets -

[ B = - - -

| Other assets not capitalised -

LTotaI gain on sale of assets - |

17. Gain/Loss on Foreign Exchange

| Gain or loss on foreign exchange transactions =l

| Gain or loss on balances in foreign exchanges :J

—_— S — — ————e e —

18. Gain/Loss on Fair Value Investments

| Investments at Fair Value

Total Gain

19. Impairment Loss

l P",’Pffﬂ,‘i"f and Equipmgnt - 7 - 7 =
| Intangible Assets -

Total Impairment Loss -
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20. Taxation

Current income tax charge

| Tax charged on rental income

Tax charged on interest income

Original and reversal of temporary differences

performance

Income tax expense reported in the statement of financial

21. Cash and Cash Equivalents

Recurrent Account 246,546 7,219
} Dcvc!npmcr;l Accoﬁn; o B o -
Deposits Account o 31,128,199 58,266,458
Special Purpose Accounts . N Ml,751,572 3,033
’T)ther operating commercial z;ccountsTSpeci/j’) - -
o R (BA638|  $8276710

21 (a) Detailed Analysis of the Cash and Cash Equivalents

Recurrent Accounts

| CBK0000I 1000241567 |

246,546

Development Accounts

CBK00002 1000282568

Deposits Accounts

CBK00003 1000282557

31,128,199

58,266,458 |

Special Purpose Accounts

CBK00004

1142128148 |

1,751,572

3,033

Other
accounts

operating commercial

_(/"a.—s;h on flmm’

B

Tbtal

33,126,318

58,276,710 |
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22. Receivables from Exchange Transactions

Total receivables

Other exchange debtors (Specify)

Less: impairment allowance

| Total receivables

a) Current receivables

| b) Non-current receivables

L_Tg{g&ceivablgs (atb)

i) Ageing analysis for Receivables

|
L

Chment %t:: Opening Balance e oF 1e

kY total total

' Less than 71 ycarW:~ - Y - %
i Between 1- 2 years - & Yo - % |
Beween2dyes | <[ w[ [ %)
| Over 3 years 7 7 - Yo B - 7 wm‘%-'bi
Total (a#h) el S

ii) Reconciliation for Impairment Allowance on Receivables from Exchange Transactions

At the beginning of the year

Additional allowance during the year

Recovered during the year

| Written off during the year

| At the end of the year
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23. Receivables from Non-Exchange Transactions

ﬂhcr debtors (non-exchange transactions) 10,496,664 - 10,496,664
Less: impairment allowance - -
Total receivables fron; non- exchange transactions 10,496,664 10,496,664

- 2024/2025 | % of % of
Ageing Analysis- Receivables from non- the | Opening Balance the
exchange transactions total total

| Less than 1 year - - % ; o,
Between 1-2years | T % - % 1
Between 2-3 years - % 10,496,664 | 100%
Over 3 years 10,496,664 | 100% . - %
Total B 10,496,664 % 10,496,664 | %

i.  Reconciliation for Impairment Allowance on Receivables from Non-Exchange Transactions

At the beginning of the year

i Additional provisions during the year

! Recovered during the year

Written off during the year

24. Inventories

| Spare parts

% Goods held for distribution

[_Less: allowance for impairment

_Total
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Detailed disclosure on inventories

| Opening balance -
Additional Inventory in the year -
Inventory expensed in the year -
Write-downs in the year -
Others specify o ) = -
Closing balance -

25. Investments

a) Investment in Treasury bills and bonds

j Financial institution

' CBK ' | ]
CBK | '

Sub- to(arl 7 7 ‘ - | - {
b) Investment with Financial Institutions/ Banks
Bank x

Bank y

' Sub- total ‘ - -

- ¢) Equity investments (specify) . '

' Equity/ shares in Entity xxx ' .
Sub- total - -
Grand total ‘ - - |

i Analysed as:
Current portion of Investment _ -

Non-current portion of investment -

d) Movement of Equity Investments

At the beginning of the year -

Purchase of investments in the year - |

| Sale of investments during the year B

| Increase /(decrease ) in fair value of investments -

’ At the end of the year 7 -
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e) Shareholding in other entities
For investments in equity share listed under note 25 above, list down the equity investments under the following

categories.

Entity A ” - <] ) ) ) )
: Entity B - - - - - .
: Entity C o Bl N = s | - -

'> o 7 % % B Y Kshs Kshs |

| : : : : : -
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27. Intangible Assets

'L Additions

! Disposal

At end of the year

Additions—internal development

{Dispos‘al o

| Atend of the year

Amortization and impairment

| At beginning of the year

Amortization

At end of the year

| Impairment loss

: At end of the year

1

NBV

28. Investment Property

Cost/Opening balance at the beginning of the year

L

|
| Additipns

=

Disposal during the year

| Depreciation

| -
Impairment

At end of the year

(8]
n
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Notes to the Financial Statements (Continued)

29. Right-of-use assets

Cost
As at | July 2024 - - = -
Additions - - - _

As at June 2025 - - - -

Accumulated Depreciation
As at 1 July 2024 - - - -
Charge for the year - s = =
As at June 2025 - 3 % =

Carrying Amount
As at June 2025 - - - -

30. Biological Assets

r
i
|
1

| Specify -

| Total - -

31. Tangible Natural Resources

Cost
As at 1 July 2024 - § 4 j
Additions - - 4 J

As at June 2025 - . 4 .

Accumulated Depreciation

As at | July 2024 - . . i
Charge for the year . - i i
|As at June 2025 g . d i
Carrying Amount

As at June 2025 ]

|
Ll
11
1
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32. Trade and Other Payables

| Trade payables 2,625,517 114,031,045

' Payments received in advance - -

' Employee payables B - -
Third-party payments - = 7 -
Other payables - -
Total trade and other payables 2,625,517 114,031,045

| Ageing analysis: % of the :

| (Trade and other payables) 2024/2025 % | Opening balance Total |
lJndcr one ycur I ,965.5 l 7 750/’0 l ]4,03 I ,045 I 00%
1-2 years 660,000 25% - %
2-3 years - Yo - % |

| Over 3 years 7 = Y - % |
| Total (tie to above total) 2,625,517 | n4031045 |

33. Refundable Deposits and Prepayments

Customer d?cgoisi’lsi 7 B B 3!»,];2781‘39 7 58,266,458
Prepayments - - -

| Moy deposits: - ~ e
Total depgsits B 3},!%8,149977 _ ______5_8,266,458

e B a % of

| % of the Opening the
Ageing analysis: (Refundable deposits) 2924/2025 Total Balance | Total
Under one year 21,154,398 68% 9,973,802 17%
1-2 years 9,973,802 32% 48,292 656 83%

| 2-3 years z % - %

' Over 3 years . % - % |

Total o ] aazsa99 | 58266458 |
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34. Provisions

’7 Balance b/f

fL Additional provisions

l Provision utilised

Change due to discount and time value for money

—_—

L Total provisions year end

Current Provisions

Non-Current Provisions

35. Lease Liabilities

| Balance a

| ajance

Discount interest on lease liability

}__Paid during the year

i At end of the year

Maturity Analysis

| Year 5 and onwards
|

‘ Less: unearned Interest

Analysed as:

| Current

! Non- Current

LTotal
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36. Deferred Income

! National Government

|
l International Funders

} Public Contributions and Donations

| Total Deferred Income

The deferred income movement is as follows:

i Kshs Kshs Kshs Kshs ‘
| Balance Brought Forward | - - i - -
| Additions - = N . e |
’7 Transfers To Capital Fund | .= = - sl -j
Transfers To Income B ]
Statement - - - - l
Other Transfers - - - - —————.—l
7 Balance Carried Fur}vurd - = - - - |

Analysed as:

| Current

_—_—

| Non- Current
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37. Employee Benefit Obligations

1 Kshs Kshs Kshs Kshs Kshs

|

| Current Benefit Obligation - z s . B |
'; Non-Current Benefit I
‘Obligation ) ) - - - - 2

Total Emplo}ée Benefits .
Obligation - . - - - |

‘
\
‘
L= g . i = ]

Retirement benefit Asset/ Liability (Applicable to Pensions)

The Entity operates a defined benefit scheme for all full-time employees from July 1, 2024. The scheme is
administered by xxx while xxx are the custodians of the scheme. The scheme is based on xxx percentage of
salary of an employee at the time of retirement.

An actuarial valuation to fulfil the financial reporting disclosure requirements of IPSAS 39 was carried out as
at xxx June xxx by xxx actuarial valuers On this basis the present value of the defined benefit obligation and
the related current service cost and past service cost were measured using the Projected Unit Credit Method.

The principal assumptions used for the purposes of valuation are as follows:

| Discount Rates = =

Future Salary Increases . .

Future Pension Increases s -

MortulityiPrc— Rctiremgnl) . - = _ _ =

Mortality (post-retirement) ) ) : -

Withdrawals _ B - ) -
[1l Health B - = |

Retirement - -
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Recognition of Retirement Benefit Asset/ Liability

a)  Amounts recognised under other gains/ Losses in the statement of Financial Performance:

 The return on defined plan assets ) # :

| Actuarial gains/ losses arising from changes in ‘

’_ demographic assumptions ; = |
A

!

ctuarial gains/ losses arising from changes in financial
assumptions - =
| Actuarial gains and losses arising from experience ‘
f adjustments ; -

[Others(specif'y) - % =
i

L Adjustments for restrictions on the defined benefit asset | o - -

| Remeasurement of the net defined benefit liability
| (asset) # =

b) Amounts recognized in the Statement of Financial Position

i Present value of defined benefit obligations(a) - -

‘ Fair value of plan assets(b) - -

‘ Fut1de<1§tattls( ——ib) - - -

| Net asset or liability arising from defined benefit

\ ) : .

f Others - -
| :

\

obligation = .

——— . E—

The Entity also contributes to the statutory National Social Security Fund (NSSF). This is a defined contribution
scheme registered under the National Social Security Act. The Entity’s obligation under the scheme is limited
to specific contributions legislated from time to time and is currently at KShs. 1,080 per employee per month.
Other than NSSF the Entity also has a defined contribution scheme operated by LapFund Pension Fund.
Employees contribute 12% while employers contribute 15% of basic salary. Employer contributions are
recognised as expenses in the statement of financial performance within the period they are incurred.
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38. Borrowings

‘ )7 External borrowings

! Balance at beginning of the year 7 3

| External borrowings during the year -

Repayments of during the year =

| Balance at end of the year -

b) Domestic borrowings

Balance at beginning of the year E

Domestic borrowings during the year -

| Repayments during the year -

Balance at end of the year -

Balance at end of the peT-ludv domestic and
| External borrowings ¢ = (a+b) -

The analyses of both external and domestic borrowings are as follows:

. External Borrowings

Dollar Denominated Loan From ‘X Organisation’ - -

Sterling Pound Denominated Loan From ‘Y Organisation’ - -

Euro Denominated Loan from Z Organisation’ - -

i Domestic Borrowings

I

| Kenya Shilling Loan From KCB :

Kenya Shilling Loan from Barclays Bank -

\
|

Kenya Shilling Loan fl’()ﬂ] Consolidated Bank - -

|
[ Total /Balance at en(LoLThe Year - ) w |
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Short Term Borrowings (Current Portion) . s
Long Term Borrowings - ;
Total - -

39. Service Concession Arrangements Liability

Fair value of service concession assets recognized under PPE - -

Accumulated depreciation to date - -

Net carrying amount - *

Service concession liability at beginning of the year % _ &

Service concession revenue recognized - -

Service concession liability at end of the year - =

40. Cash Generated from Operations

Surplus for the year before tax ' 358,779,339
Adjusted for:

Depreciation -

Non-cash grants received 8
Contributed assets -

Impairment -

Gains and losses on disposal of assets -

Contribution to provisions -

Contribution to impairment allowance -
Working capital adjustments
Increase in inventory -

Increase in receivables -

Increase in deferred income %

Decrease in payables -111,405,527

Increase in payments received in advance -
Net cash flow from operating activities 247,373,812
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41. Financial Risk Management

The Entity’s activities expose it to a variety of financial risks including credit and liquidity risks and effects of
changes in foreign currency. The Entity’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 Entity does not hedge any risks and has in place policies
to ensure that credit is only extended to customers with an established credit history.

The Entity’s financial risk management objectives and policies are detailed below:

i) Credit risk
The Entity has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in
full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as well as trade and
other receivables and available-for-sale financial investments. Management assesses the credit quality of cach
customer, taking into account its financial position, past experience and other factors. Individual risk limits are
set based on internal or external assessment in accordance with limits set by the directors. The amounts
presented in the statement of financial position are net of allowances for doubtful receivables, estimated by the

Entity’s management based on prior experience and their assessment of the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the Entity’s maximum

exposure to credit risk without taking account of the value of any collateral obtained is made up as follows:

| As at 30 June 2025

| Receivables from exchange
transactions

Receivables  from  non-exchange
| transactions

Bank balances - - - -

i Total _ - - - -
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Financial Risk Management

The customers under the fully performing category are paying their debts as they continue trading. The credit
risk associated with these receivables is minimal and the allowance for uncollectible amounts that the Entity
has recognised in the financial statements is considered adequate to cover any potentially irrecoverable
amounts. The Entity has significant concentration of credit risk on amounts due from xxxx. The board of
directors sets the Entity’s credit policies and objectives and lays down parameters within which the various

aspects of credit risk management are operated.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Entity’s directors, who have built an
appropriate liquidity risk management framework for the management of the Entity’s short, medium and long-
term funding and liquidity management requirements. The Entity manages liquidity risk through continuous
monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Entity under non-derivative financial liabilities by their
remaining contractual maturities at the reporting date. The amounts disclosed in the table are the contractual
undiscounted cash flows. Balances due within 12 months equal their carrying balances, as the impact of

discounting is not significant.

As at 30 June 2025
Trade payables - = = =

Current portion of borrowings - - - =

Provisions - - - =

Deferred income - - - _

| Employee benefit obligation - - - -

] Total - - - -
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Financial Risk Management

iili) Market risk

The Entity has put in place an internal audit function to assist it in assessing the risk faced by the Entity on an
ongoing basis, evaluate and test the design and effectiveness of its internal accounting and operational controls.
Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign
exchange rates which will affect the Entity’s income or the value of its holding of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. Overall responsibility for managing market risk rests with the Audit
and Risk Management Committee. The Entity’s Finance Department is responsible for the development of
detailed risk management policies (subject to review and approval by Audit and Risk Management Committee)
and for the day-to-day implementation of those policies. There has been no change to the Entity’s exposure to
market risks or the manner in which it manages and measures the risk.

a) Foreign currency risk

The Entity has transactional currency exposures. Such exposure arises through purchases of goods and services
that are done in currencies other than the local currency. Invoices denominated in foreign currencies are paid
after 30 days from the date of the invoice and conversion at the time of payment is done using the prevailing
exchange rate. The Entity manages foreign exchange risk form future commercial transactions and recognised

assets and liabilities by projecting for expected sales proceeds and matching the same with expected payments.
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Financial Risk Management
The carrying amount of the Entity’s foreign currency denominated monetary assets and monetary liabilities at
the end of the reporting period are as follows:

2024/2025

| As at 30 June 2025

Financial Assets - - -

Investments - - -

Cash - - -

| Debtors = - _

Total Financial Assets - - - |

Financial Liabilities -
Trade And Other Payables - s o

Borrowings - - -

Total Financial Liabilities - - -

Net Foreign Currency Asset/(Liability) - - -

Financial Risk Management

The following table demonstrates the effect on the Entity’s statement of comprehensive income on applying
the sensitivity for a reasonable possible change in the exchange rate of the three main transaction currencies,

with all other variables held constant. The reverse would also occur if the Kenya Shilling appreciated with all

other variables held constant.

‘Zﬂxx

| Euro 10% - -
e = 1— —
\L uUuSD - L()”/u - - -
mxx-l

| Euro L 10% I - |
] USD 7 10% B i - B -
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b) Interest rate risk

Interest rate risk is the risk that the Entity’s financial condition may be adversely affected as a result of changes
in interest rate levels. The Entity’s interest rate risk arises from bank deposits. This exposes the Entity to cash
flow interest rate risk. The interest rate risk exposure arises mainly from interest rate movements on the Entity’s

deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer favourable
interest rates.
Financial Risk Management

Sensitivity analysis

The Entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis. This
involves determining the impact on profit or loss of defined rate shifts. The sensitivity analysis for interest rate

risk assumes that all other variables, in particular foreign exchange rates, remain constant.

Fair value of financial assets and liabilities

a) Financial instruments measured at fair value.
Determination of fair value and fair values hierarchy
IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from independent
sources; unobservable inputs reflect the Entity 's market assumptions. These two types of inputs have created
the following fair value hicrarchy:
e Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilitics. This level
includes listed equity securities and debt instruments on exchanges.
e Level 2 - Inputs other than quoted prices included within Level | that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices).
e Level 3 —inputs for the asset or liability that are not based on observable market data (unobservable
inputs). This level includes equity investments and debt instruments with significant unobservable
components. This hierarchy requires the use of observable market data when available. The Enrity

considers relevant and observable market prices in its valuations where possible.
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Financial Risk Management
The following table shows an analysis of financial and non- financial instruments recorded at fair value by level

of the fair value hierarchy:

As at 30 June 2025

‘Financial Assets ‘

|

buoted Equity Investments - - -

Non- Financial Assets

Investment Property . - 4

[Land And Buildings - 4 4

\

1

|

[

|

|

[

|

|

i
il -

1

1

1
Lo |

|
|
|
|
|
|
|
|
|

There were no transfers between levels 1, 2 and 3 during the year. Disclosures of fair values of financial
instruments not measured at fair value have not been made because the carrying amounts are a reasonable
approximation of their fair values.

iv) Capital Risk Management

The objective of the Entity’s capital risk management is to safeguard the Entity’s ability to continue as a going

concern. The Entity capital structure comprises of the following funds:

!L Revaluation Reserve -7,948,191 -7,948.191
| Retained Famings | - =
| Capital Reserve 13 18,258,527 | 18,258,527
| Total Funds 10,310,336 10,310,336

e e ———

| Total Borrowings - B,

| Less: Cash And Bank Balances 233,126,318 -58.276.710

if Net Debt/(Excess Cash And Cash Equivalents) = -

| Gearing

49



County Assembly of Kwale
Annual Report and Financial Statements for the vear ended June 30, 2025.
Notes to the Financial Statements (Continued)

42. Related Party Disclosures

Nature of related party relationships

Entities and other parties related to the Entity 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.

Government of Kenya

The Government of Kenya is the principal shareholder of the Entity, holding 100% of the Entity's equity
interest. The Government of Kenya has provided full guarantees to all long-term lenders of the Entity, both
domestic and external.

Other related parties include:

1) County Government Entities
1) National Government Entities
1) Key management.

Transactions with related parties
a) Sales to related parties

Others (specify) ¢.g. interest and bank charges 277,240
Total 277,240
B) purchases from related parties

Purchases of electricity from KPLC 2,500,000
Purchase of water from govt service providers 199,846

Rent expenses paid to govt agencies a

Training and conference fees paid to govt. Agencies =

Others (specify) B

Total 2,699,846
b) Grants /transfers from the government

Grants from national govt -

Grants from county government =

Donations in kind -

Total -
¢) Expenses incurred on hehalf of related party

Payments of salaries and wages for xxx employees -

Payments for goods and services for xxx 2

Total
d) Key management compensation

Compensation to key management 143,321,023

Total 143321,023
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43. Segment Information

The entity does not operate in different geographical regions or in departments.

44. Contingent Assets and Contingent Liabilities

Contingent Assets

Contingent Assets

P S e B S S | e L e I—

Insurance Reimbursements -

| Assets Anising from Determination Of Court Cases -

Reimbursable Indemnities and Guarantees -

Receivables From Other Government Entities -

[

[

‘\

[ s <

1‘ Others (Specify) , -
T

Contingent Liabilities

Contingent Liabilities -

\' Court Case xx against the Entity - 1

Bank Guarantees in Favour of Suhsiciiary -

Contingent Liabilities arising from Contracts lmuding PPPs -
\} Others (Specify) -
Total

(Give details)

45. Capital Commitments

| Authorised for S
{ Authorised and contractsd for -
:' Total -

| | i
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46. Program for Results (PforR) Disclosure

This disclosure note is for entities implementing Programs for Results (PforR). Implementing entities are
required to make disclosures in accordance with their respective financing agreements. The disclosure should
capture the program's goal and expenditures designated in the expenditure framework.

1 Name of PforR: xxxxxx ' Name of Financing Partners: xxx and xxx

Program code i
Sub-program
Sub-program

Sub-total

. Program code ‘
Sub-program ‘
Sub-program

Sub-total ‘
| ‘
|

. Total XX XX XX XX XX XX

L I
Expenditure Details® - Provide the details per your expenditure framework requirements. (Program, sub-program, and or economic
Item)

47. Events after the Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.
48. Ultimate And Holding Entity

The Entity ultimate parent is the Government of Kenya.

49. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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16. Appendix

Appendix 1: Implementation Status of Auditor-General’s Recommendations

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

Budgetary  Control
and Performance

The statement of comparison of budget and actual amounts
— recurrent and development reflects final receipts budget
and actual amounts of Kshs.1,090,712,566 and
Kshs.791,216,911 respectively, resulting to under — funding
of Kshs.299,495,655 or 27% of the budget. Similarly, the
Assembly expended Kshs. 791,119,186 against an approved
budget of Kshs.1,090,712,566, resulting to an under —
expenditure of Kshs.299,593,380 or 27% of the budget.The
under-funding and under-expenditure may have affected
implementation of the planned programs thereby negatively
impacting on service delivery to the public

The management wishes to state that
the underfunding of Ksh 299,495,655
was occasioned by delayed exchequer

disbursement  from the National
Treasury, further as at the end of the
financial year ie 30th June,2024 this
amount had not been received.
Moreover, the underutilization was
majorly affected by the development
projects whereby 60% of the total
budgetary allocation was not absorbed
& by the end of the year the contractors
had not submitted certificates of equal
worth to warrant payment.

Resolved

Unresolved Other
Years Audit Matters.

In the audit report for the previous financial year,
several issues were raised in respect of the Report on
the Financial Statements and Report on Lawfulness
and Effectiveness in Use of Public Resources.
Although Management has reported that the issues
have not been resolved, no evidence was provided to
show action taken by Management to resolve the prior
year’s audit matters.

The management has taken action & all
the unresolved audit matters were
addressed.

Resolved

Non-Compliance
with the Law on

| Ethnic Composition

"Review of human resource records provided for audit
shows that the dominant ethnic community employed
by the Assembly _constitute  80% (4) at top

The management wishes to state that it
will endeavor to prioritize filling of
future vacancies with persons from

Resolved

ok
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County Assembly of Kwale
Annual Report and Financial Statements for the year ended June 30, 2025.

seven (7) motor vehicles allocated for the running of
the Assembly operations. However, physical
verification of the motor vehicles conducted on 2
October, 2024 revealed that out of seven (7) vehicles,
two vehicles procured at a cost of Kshs.2,854,368 and
Kshs.5,482,840 respectively were grounded. The

vehicles had been grounded since financial year
2022/2023 and management did not provide an
explanation on action being taken to salvage the assets
from further impairment and loss of value. In the
circumstances, the grounded motor vehicles may cause
inefficiency and hamper service delivery to the
residents of Kwale.

Guidance Notes:

(1)  Use the same reference numbers as contained in the external audit report;

(i1)  Obtain the “Issue/Observation” and “management comments”, required above, from final external audit report that is signed by Management;

(ii1) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your Entity responsible for implementation of each
issue;

(iv) Indicate the statosof “Resolved” or “Not Resolved” by the date of submitting this report to County Treasury.
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Annual Report and Financial Statements for the year ended June 30, 2025.

Assembly complex- Proposed External Works 156,399,413.00 156,399.413.00 100% 156,399,413.00 156,399,413.00 Exchequer
Assembly complex- Fittings & Fixtures 136,525,897.00 136,525,896.95 100% 136,525,897.00 136,525,897.00 Exchequer
Security Walk & Luggage Scanner 13,377,700.00 13,377,700.00 100% 13,377,700.00 13,377,700.00 Exchequer
Renovations of Ward Offices-Kinango Ward 4,946,600.00 4,937,600.00 100% 4,946,600.00 4,946,600.00 Exchequer
Renovations of Ward Offices-Mkongani & | 9,447,600.00 9,447.600.00 100% 9,447.600.00 9,447 600.00 Exchequer
::;;;;:(::1152 l“:)f Ward Offices-Waa Ng'ombeni | 4,992,000.00 4,992,000.00 100% 4,992,000.00 4,992,000.00 Exchequer
;[c.::vations of Ward Offices-Samburu Chengoni | 4,995,200.00 4,995,200.00 100% 4,995,200.00 4,995,200.00 Exchequer
;‘,cnnrgvations of Ward Offices-Vanga Ward 4,986,370.00 4,984.370.00 100% 4,986,370.00 4.986,370.00 Exchequer
Renovations of Ward Offices-Tsimba Golini | 4.949,270.00 4,949.270.00 100% 4,949,270.00 4,949,270.00 Exchequer
;{x;:;\’ations of Ward Offices-Tiwi & Kinondo | 12,298,230.00 12,298,230.00 100% 12,298,230.00 12,298,230.00 Exchequer
R!c:g;ations of Ward Offices-Mwavumbo Ward 4,850,000.00 4,850,000.00 100% 4,850,000.00 4,850,000.00 Exchequer
Renovation of Speaker's Residence 43,021,937.00 43,021,936.45 100% 43,021,937.00 43,021,937.00 Exchequer
Assembly Complex 583,615,213.00 583,615,213.42 100% 583,615,213.00 583,615,213.00 Exchequer
MCA'S office Mackinon Road Ward 6,990,502.00 6,990,502.00 100% 6,990,502.00 6,990,502.00 Exchequer
MCA'S office Bongwe/ Gombato Ward 6.861,423.20 6,861,423.20 100% 6,861,423.20 6,861,423.20 Exchequer
MCA'S office Tsimba Golini ward 6,520,093.00 6,520,093.00 100% 6,520,093.00 6.520,093.00 Exchequer
MCA'S office Dzombo Ward 6.999,930.00 6,999,930.00 100% 6,999,930.00 6,999,930.00 Exchequer
MCA'S office Samburu Chengoni Ward 6,830,165.84 6,830,165.84 100% 6,830,165.84 6,830,165.84 Exchequer
MCA'S office Kubo South Ward 9,817,225.00 9,817,225.00 100% 9,817,225.00 9,817,225.00 Exchequer
MCA'S office Mwereni Ward 9,917,272.32 9,917,272.32 100% 9,917,272.32 9,917,272.32 Exchequer
Septic tank/Soak Pit 1,567,000.00 1,567,000.00 100% 1,567,000.00 1,567.000.00 Exchequer
Assembly complex- Mechanical Works 84,320,168.00 84,320,168.00 100% 84.320,168.00 84,320,168.00 Exchequer
Renovations of Ward Offices-Mackinon Ward 4.977,560.00 4,978.160.00 100% 4,977,560.00 4,977,560.00 Exchequer
Renovations of Ward Offices-Bongwe Gombato | 4,799,570.00 4,799.570.00 100% 4,799,570.00 4,799,570.00 Exchequer

Ward
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Appendix IV: Transfers from Other Government Entities
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Appendix VI: Reporting of Climate Relevant Expenditures

I A [ — —
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Appendix VII: Disaster Expenditure Reporting Template
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Appendix X: Receivables ageing Analysis

TAX RECEIVABLES AGEING ANALYSIS

DATE OF PAYMENT | EFT NO DESCRIPTION AMOUNT %GE | Ageing

30TH OCT 2018 FT18303M759P TAX Notice from KRA PIN:P051432259E Dated 02.10.2018 4,119,392.00 39% | 7 years

03RD JUL 2020 FT20185HM3MJ | Erroneous double payment of FBT-Vide FT20171CBKJD 1,899,057.00 18% | 5 years

29TH MAR 2022 FT22082WLCT6 Demand notice-for paid PAYE-Feb 2022 4.478,215.00 43% | 3 years
10,496,664.00
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