
$canfled
REPUBLIC OF KI]NYA

{'!

- PARLI AMEN'
OF KE NYA

LIBT{ARY

OFFICE OF THE AUDITOR-GENERAL

E n ltu rtc' i tt g,,1 c'c't t tt n t u h i I i l.r'

REPORT

OF

THE AUDITOR-GENERAL

ON

LAMU COUNTY EMERGENCY FUND

FOR THE YEAR ENDED
30 JUNE ,2021

crlANIA

PAPERS LAID

DATE

THE TABLE

BLED BY

MITTEE

ar.
I

lm\rrrtrrrrz
Sfroe,,rr ultr



<a
DF a

o



I

LAMU COUNTY EMERGENCY FUND

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIALYEAR ENDED
JUNE 30,2021

Prepared in accordance with the Accrual Basis of Accounting Method under the
lnternational Public Sector Accounting Standards (IPSAS)

Jr rl

o
I

|,.1

ERAAta



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30, 2021

TABLE OF CONTENT
TABLE OF CONTENT..................... ................................. 1

1. KEY FUND INFORIVIATION AND IUANAGEtUENT...................... ........................ 2

2. THE BOARD OF TRUSTEES..................... .............4

3. STATEIVIENT OF PERFORIUANCE AGAINST COUNTY FUND'S PREDETERT\iIINED

4. IUANAGEIVIENT TEAi/ .....................7

5. BOARD/FUND CHATRPERSON',S REPORT....... ......................... s

6. REPORT OF THE FUND ADI/INISTRATOR ............................. 10

7. CORPORATE GOVERNANCE STATEivIENT............... ............. 11

8. IvIANAGEilIENT DISCUSSION AND ANALYSIS ....................... 13

9. CORPORATE SOCIAL RESPONSIBILITY STATEI/ENT/SUSTAINABILITY REPORTING

14

10. REPORT OF THE TRUSTEES ......................... 1s

11. STATETVIENT OF I!4ANAGEIUENT'S RESPONSIBILITIES .......................... 16

12. REPORT OF THE INDEPENDENT AUDITOR.. ..................... 17

13. FINANCIAL STATEIV|ENTS..................... .......... 18

13.1. STATEMENT OF FINANCIAI., PERFORMANCE FOR THE YEAR ENDEI)

30'h JUNE 2021............. ................... l8

T3.2. STATEMENT OF FINANCTAL POSN'ION AS AT 3O'h JUNE 2O2I t9

13.3.

13.4.

13.5.

STATEMENT OF CHANGES IN NET ASSETS AS AT 30th JUNE 202I.....,...20

STATEMENT OF CASH }'LOWS FOR THE YEAR ENDED 30 JUNE 2O2I .21

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOI'NTS

14

15

FORTHE PERIOD ENDED 30th JUNE 2O2I 22

13.6. SUMMARY OF SIGNIFICAN'I ACCOUN'I'ING POLICIES 23

13.7. NOTES TO THE FINANCIAL STATEMENTS 35

PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOR'S RECOITIUENDATIONS 36

BANK RECONCTL|AT|ON FO 30............. .........37



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30, 2021

I. KEY FUND INFORMATION AND MANAGEMENT

a) Background information

Lamu County Emergency Fund was established by the Lamu C<lunty Emergency Fund Act of
2017 enacted by the County Assembly of Lamu. The creatlon of the Fund is enskined in the

PFM Act, 2012 and its regulations. The Fund is wholly owned by the County Govemment of
Lamu and is domiciled in Kenya. The Fund's objective is to establish Emergency Fund kitty t<r

cater for emergencies within the County.

b) PrincipalActivities

The Fund's principal activity is as enshrined in the Lamu County Emergency Fund Act,2017.
The purpose of the Fund is to enable payments to be made in respect of a County when an urgent

and unforeseen need for expenditure arises fior which there is no specific authority.

Core objectives

To establish emergency Fund kitty to cater fbr ernergencies within the County

c) Board of Trustees/Fund Administration Committee

Deputy Govemor
CECM - Finance

CECM - Lands

d) Key Management

Mr. Mohamed Ali Shee

Mr. Swaleh Salad

e) Registered Offices

County Governrnent of Lamu
P.O. Box 74- 80500
Mokowe, Lamu

0 Fund Contacts

Telephone: (254) 7 155551 I 1/758005005
E-mail: treasury@lamu.go.ke
Website: www. lamu. go. ke

2

I GovernorH. E Fahim Yasin Twaha

Ms Fahima Araphat

H. E Abdulhakim Aboud2

J

Mr Ahmed Mohamed Hemed4

I

2

3

County Executive Committee Member

Head of Accounting Services

Chief Officer - Finance
Hon. Fahima Araphat

Mrs. Salma Omar Ahmed

Mrs. Fatma Said Abdalla

4 Head of Audit
5 Head of Supply Chain

Ref I Name

Ref \ame
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g) Fund Bankers

Diamond Trust Bank
Lamu Branch
P.O. Box 74- 80500
Lamu-Kenya

h) IndependentAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

i) Principal f,egal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya.
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2. THEBOARDOFTRUSTEES

Details of qualifications and experience

. He holds a Masters in MBA and Degree in Economics

. Veteran politician with over 23 years' experience in leadership and

governance

o He has served Lamu people for a period of fifteen (15) years in his

capacity as a Member of Parliament, Lamu West Constituency and as an

Assistant Minister Natural Resource.

. Appointed by Council of Governors as the Chairman of Cooperatives &
Enterprise Development.

H. E Fahim Yasin Twaha

GOVERNOR

H. E Abdulhakim Aboud
Depufy Governor

He holds Masters Degree in Education (Management), Bachelor Degree

in Education and Diploma in Education.

He served in the Electoral Commission for 7 (seven) years from 2010 to

2017 as Senior Election Manager

He was a high school teacher at Mpeketoni Secondary School and a

founding principal of Kizingitini Secondary School.

He has been involved in various community development issues across

the County.

He has undertaken various capacity building courses and is

knowtedgeable in areas of Community Development, Strategic

Management and Conflict Resolution, Financial Planning, Performance

Appraisal, Human Resource, Resources Mobilization and Inter-

govemmental Relations

a

a

a

a

a

I U
\-a

Ms Fahima Araphat
CECM - Finance

r Holds a Masters Degree in Project Planning and Management from

University of Nairobi
. Holds a Bachelor of Commerce (Accounting) from Kenyatta University

o Holds a Senior Managetnent Course Certificate (Kenya School of
Government).

. Holds Certificate in Dispute Resolution as Third Party Neutral frorn the

Ottawa based Canadian Institute for Conflict Resolution (CICR).

. Before her appointment she was at Shella, Lamu County as a Ward

Administrator.

Name

\a
)

i]
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Mr Ahmed M Hemed

CECM - Lands

. Holds Bachelor of Education from Kenyatta [lniversity.
r Holds a primary (Pl) certificate from Machakos Teachers C<lllege.

o He has extensive public service experience having started as a primary

school teacher.

o Has extensive public service experience having served a total of l8 years

as town clerk (13 years) and deputy secretary (5 years) respectively.

o Before his appointment he was a Deputy County Secretary in Tharaka

Nithi County.
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LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
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3. STATEMENT OF PERFORMANCT] AGAINST COUNTY FUND'S
PRf, DE'I'E RMINED OBJECTIVES

Section 164 (2) (0 of the Public Finance Management Act,2012 requires that, at the end of each
financial year, the Accounting officer when preparing financial statements of each County
Government Fund in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the county government Fund's performance
against predetermined objectives.

6

Statement of performance defined as a completion of a task with application of knowledge, skills
and abilities.

For purposes of implementing and cascading development objectives to specific sectors, all the
development objectives were made specific, measurable, achievable, realistic and time-bound
(SMART) and converted into development outcomes. Attendant indicators were identified for
reasons of tracking progress and perfonnance measurement.
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4. MANAGEMENTTEAM

Name

H. E Fahim Yasin Twaha

GOVERNOR

Details of qualifications and experience

r He holds a Masters in MBA and Degree in Economtcs

. Veteran politician with over 23 years' experience in leadership and

govemance
o He has served Lamu people for a period of fifteen (15) years in his

capacity as a Member of Parliament, [,amu West Constituency and as an

Assistant Minister Natural Resource.

. Appointed by Council of Govemors as the Chairman of Cooperatives &
Enterprise Development.

He holds Masters Degree in Education (Management), Bachelor Degree

in Education and Diploma in Education.

He served in the Electoral Commission for 7 (seven) years from 2010 to

2017 as Senior Election Manager

He was a high school teacher at Mpeketoni Secondary School and a

founding principal of Kizingitini Secondary School.

He has been involved in various community development issues across

the County.

He has undertaken various capacity building courses and is

knowledgeable in areas of Community Development, Strategic

Management and Conflict Resolution, Financial Planning, Performance

Appraisal, Human Resource, Resources Mobilization and Inter-

a

a

a

a

a

govemmental Relations

H. E Abdulhakim Aboud
Deputy Governor

. Holds a Masters Degree in Project Planning and Management from

University of Nairobi
. Holds a Bachelor of Commerce (Accounting) from Kenyatta University

. Holds a Senior Management Course Certihcate (Kenya School of
Government).

o Holds Certificate in Dispute Resolution as Third Party Neutral from the

Ottawa based Canadian Institute for Conflict Resolution (CICR).

o Before her appointment she was at Shella, Lamu County as a Ward

Administrator.
Ms Fahima Araphat
CECM - Finance
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Mr Ahmed M Hemed

CECM - Lands

o Holds Bachelor of Education from Kenyatta University.

. Holds a prirnary (Pl) certificate from Machakos Teachers College.

. He has extensive public service experience having started as a primary

school teacher.

o Has extensive public service experience having served a total of l8 years

as town clerk (13 years) and deputy secretary (5 years) respectively.

o Before his appointment he wa-s a Deputy County Secretary in Tharaka

Nithi County.
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Reports and Financial Statements
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5. BOARDTFUND CHAIRPERSON'S REPORT

ln our pursuit to improve on transparency and accountability in public financial management, I

present the 202012021 financial year report for the Lamu County Emergency Fund. 'Ihe Lamu

County Emergency Fund has and will continue to manage its finances in accordance with the

principles of frscal responsibility as spelt out in the public finance management Act (2012) and

its regulations and other applicable laws. In addition, the County Treasury will endeavour to

comply with the Lamu County Emergency Fund Act, 2017 and sections I l4(1) and I l5(l) & (2)

of the PFM Act,20l2.

The Lamu County Emergency Fund financial statements for the Financial Year ended 30th June,

2021 provide in surnmary statements of; Financial performance, Finanoial position, changes in
Assets and Statements of Cash flows. During the period under review, the County Assembly of
Lamu appropriated Kshs. 5,000,000.00 cornprising of Recurrent Fund for the emergency Fund.

The Fund did incur Ksh. 6,736,500.00 as expenditure on ernergencies as spelt out in the PFM

Act,2012.

ABDU DANA DAE
EXECUTIVE COMMIC EE MEMBER

FI E STRATEGY AND ECONOMIC PLANNING

9

COUNTY GOVERNMENT OF LAMU
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6. REPORT OF THE FUND ADMINISTRATOR

County Executive Comrnittee Member shall be responsible for administering the Fund as spelt

out in the PFM Act,20l2.

During the period under review, the county Assembly of Lamu appropriated Ksh. 5,000'000.00

compising bf Recurrent Fund for the emergency Fund. The Fund did incur Ksh. 6,736,500.00 as

expenditure on emergencies as spelt out in the PFM Act, 2012.

AtsDIJ GO ANA DAE

CO COMMITTEE M MBER

FINAN STRA Y AND EC NOMIC PLANN G

l0

COUNTY GOVERNMENT OF LAMU



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30,2021

7. CORPORATE GOVERNANCE STATEMENT

THE MEMBERS OF THE FUND

THE FUND

Lamu County Emergency Fund was established by the Lamu County Emergency Fund Act of

2017 enacted Uy tfre County Assembly olLamu. The creation of the Fund is enskined in the

PFM Act, 2Ol2 and its regulations. T'he Fund is wholly owned by the County Government of

Lamu and is domiciled inkenya. The Fund's objective is to establish emergelrcy Fund kitty to

cater for emergencies within the County.

Roles and Functions of the Committee

The committee members are responsible for the long-temr strategic direction of the Fund. They

exercise leadership, enterprise, integrity and judgment in directing the Fund.

T'he members are provided with full, appropriate and timely information that enables them to

maintain full and effective control over the strategic, financial, operational and compliance

issues. The day-to-day running of the operations of the Fund is delegated to the Fund

administrator. The members are professional, committed and guided by the mission, vision and

core values of the Fund in execution of their duties.

POWERS OF THE COUNTY EXECUTIVE COMMITTEE MEMBER

i. The County Executive Committee Member shall be responsible for administering the

Fund.

ii. The County Executive Committee Member shall open and rnaintain a separate account

into which monies appropriated to that Fund shall be paid'

The County Executive Committee Member may make payment from the Fund only if satisfied

that;
There is an agent and unforeseen need for the expenditure for which there is

legislative authority.
It is for the public interest.

An event has caused damage, loss, hardship or suffering to resident ofthe county'

An event threatens to damage the environment.

An event is limited to the countY

no

ll
iii
iv

FUND MEETINGS

The Fund Administration committee confirms that the Fund has throughout the FY 2020/2021

complied with all statutory and regulatory requirements and that the Fund has been managed in

acco;dance with the principles oi good corporate governance. The Fund held one committee

meetings during the financial year 202012021.

lt

l.
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Reports and Financial Statements
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INTERNAI, CONTROL AND RISK MANAGEMENT

Internal Control Framework

The Fund continues to review its intemal control to ensure it maintains a strong and effective

internal control environment. Business processes and controls are reviewed on an ongoing basis.

No significant failings or weaknesses were identified during the FY 202012021.

Risk Management

The Fund target to develop a risk management framework which will guide the Fund in

identifying, assessing and managing the risks and prescribe mitigating measures of all the risks

both external and intemal is facing the Fund.

Management Team

The management team headed by the Fund Administrator implements the committee decisions

and policies through action plans. The team meets regularly to review these action plans to

ensure that the Fund's objectives are achieved effectively and efficiently.

Auditor

The Fund is audited by the Office of the Auditor General.

t2
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For the year ended June 30, 2021

8. MANAGEMENT DISCTISSION AND ANALYSIS

During the period under review, the County Assembly of Lamu appropriated Ksh. 5,000,000.00

comprising of Recurrent Fund lor the emergency Fund. The Fund did incur Ksh. 6,736,500.00 as

expenditure on emergencies as spelt out in the PFM Act, 2012. The County executive through

the County Assembly intends to come up with regulations to operationalize the Lamu County

Emergency Fund Act.

t3



LAMU COUNTY EMERGENCY FAND
Reports and Financial Statements
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9. CORPORATE SOCIAL RESPONSIBTI.,ITY ST'ATEMENT/STJSTAINABILITY
REPORTING

The Fund was not involved in any corporate social responsibility activities inFY-202012021

t4
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10. REPORT OF THE TRUSTEES

The Fund submits their report together with the audited financial statements for the year ended

30th June 202 I which show the state of the Fund affairs.

Principal activities

The purpose of the Fund is to enable payment to be made in respect of a county when an urgent

and unforeseen need for expenditure arises for which there is no specific legislative authority.

Results

The results ofthe Fund for the year ended 30th June202l are set out on page l8

Fund (Key Management)

Themembersof theFundwhoservedduringthe yearareshownon page4- 5.Thechangesin

the Board during the financial year are as shown below:

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act, 2015.

By Order of

ABDIJ D A DAE

o E UTIVE CO EE MEMBER
FINAN RATEGY AND ECON MIC PLANNIN

CECM Finance - Moved to lands departmentMr. Ahmed M HemedI

CECM Lands - rePlaced Mr Herned asAhmed M
CECM Finance

Mrs. Fahima Araphat2

Secretary to CPSB - rePlace Mr. A lex Katana JimbiMr. Fadhil Maamun AliJ

Internal Auditor
organisation

Resigned and move to anotherMr. Mohamed Ali Shee4

t5

POSITIONsNo NAME

COUNTY GOVERNMENT OF LAMU



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements

ended June 30,,2021

I I. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section 167 of the Public Finance Management Act, 2Ol2 requires that' at the end of each

financial year, the Administrator o[ a County Pubtic Fund established by an Act shall prepare

financial itaternents for the Funcl in accordance with the standards and formats prescribed by the

Public Sector Accounting Standards Board.

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

t5e Fund's financial statements, which give a true and fair view of the state of affairs of the Fund

foranclasattheendofthefinancial yeaiendedonS0d'Jurre202l-Thisresponsibilityincludes:

Maintaining adequate financial management arrangements and ensuring that these continue

to be effective tkoughout the reporting period;

Maintaining proper accountilg records, which disclose with reasonable accuracy at any

time the financial position of the Fund;

Designing, implementing and maintaining intemal 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;

Safeguarding the assets ofthe Fund;

Selecting and applying appropriate accounting policies; and

Making accounting estimates that are reasonable in the circumstances.

ll

lll

lv

vi

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

statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgements-and estimaies, in conformity with International Public Sector

Accounting Standards 1fp!eSl, and in the mauner required by the PFM Act, 2012' The

Administrator of the Fund is of ihe opinion that the Fund's financial statements give a true and fair

view of the state of Fund's transactions during the hnancial year ended June 30, 2021' and of the

Fund,s financial position as at that date. The Administrator further confirm the completeness of the

accounting .""o.d, maintained for the Fund, which have been relied upon in the preparation of the

Fund's hnancial statements as well as the adequacy of the systems of intemal financial control'

In preparing the hnancial statements, the Administrator of the County Public Fund has assessed

the Fund's uUitity to continue as a going concem and disclosed, as applicable, matters relating to

the use of going concem basis of pieparation of the financial statements' Nothing has come to the

attention of the Administrator to inaicate that the Fund will not remain a going concern for at least

the next twelve months from the date of this statement'

Approval of the financial statements

The Fund s financial state

on its behalf by:
re app the Board on 27'h September 2021 and signedr

nty Emergency Fund

ents

Administrator of the muC

For the yea

l6



Telephone: +254-(zo) 3u t4ooo
E-mail: inf o@oagkenya.go.ke
Website: www.oagkenya.go.ke

OFFICE OF THE AUDITOR.GENERAT

E n hanc i ng .4ctou nta bi I i t.t

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON LAMU COUNTY EMERGENCY FUND
FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Managemenl AcL,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

I have audited the accompanying financial statements of Lamu County Emergency Fund
set out on pages 18 to 36, which comprise the statement of financial position as at

Report of the Auditor-General on Lamu County Emergency Fundfor the year ended 30 June, 2021

o REPUBLIC OF KENYA



Basis for Conclusion

1.0 Irregular Disbursement of Funds

1.1 Failure to Seek Approval for Emergency Expenditure

Report oJ the Auditor-Generol on Lamu Counq' Emergenq' Fund for lhe year ended 30 June, 202 I
2

30 June, 2021 and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Lamu County Emergency Fund as at 30 June, 2021 and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Public Sector Accounting Standards (Accrual Basis) and comply with the Lamu County
Emergency Fund Act, 2017.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Lamu County Emergency Fund
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

The statement of financial performance reflects fund disbursements of Kshs.6,736,500 in
respect of emergencies. However, the County Executive Committee Member for finance



did not seek approval for the emergency expenditure within two months. This is contrary
to Section 10 of the Lamu County Emergency Fund Act,2017 which stipulates thatthe
County Executive Committee Member shall seek approval from the County Assembly
within two months for payments made out of the Fund.

Management was therefore, in breach of the law.

1.2 lrregular Payment for Water Supply Goods

lncluded in fund disbursements of Kshs.6,736,500 is an expenditure totalling
Kshs.994,000 paid to a supplier on behalf of Lamu Water and Sewerage Company
Limited. However, the payment was not an emergency in nature. This is contrary to the
Section 5 of the Lamu County Emergency Fund Act, 2017 which stipulates that the
purpose of the Fund is to enable payments when an urgent and unforeseen need for
expenditure arises for there is no specific legislative authority. Management did not
provide explanation for making payments on behalf of the Water Company which was not
an emergency. Further, the supply contract was signed on 2 April, 2020 before the
evaluation of the tender carried out on 15 April, 2020. ln addition, the single business
permit provided by the supplier could not be traced in the County's Revenue Records.

ln the circumstances, the regularity of the expenditure could not be confirmed

1.3 !rregular Purchase of Surgical Goods

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

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

Report of the Auditor-General on Lamu County Emergency Fundfor the year ended 30 June, 2021

3

lncluded in fund disbursements of Kshs.6,736,500 is an expenditure totalling
Kshs.842,500 incurred on surgical goods supplied to Lamu County Hospital. However,
the procurement was not done through the e-procurement. This is contrary to Regulation
50 of the Public Procurement and Asset Disposal Regulations, 2020 which stipulates that
a procuring entity intending to use an e-procurement system shall prepare its annual
procurement plan through the system and upload it in the State Portal. The entity shall
configure the approval process for annual procurement plans into the e-procurement
system to allow for the preparing and publishing of departments or consolidated
procurement plans in compliance with Executive Order No.2 of 2018 issued by the
President on 14 June, 2018. Further, no documentary evidence was provided that the
expenditure was emergency in nature.

Management was therefore, in breach of the law.



As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

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

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

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

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how the 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.

Reporl of the Auditor-General on Lamu County Emergency Fund for the year ended 30 June, 202 I
4

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

Responsibilities of Management and those Charged with Governance

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

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



Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control 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 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in

which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

o

a

a

fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

, CBS

Nairobi

22 July,2022
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Perform such other procedures as I consider necessary in the circumstances.

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

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

CPA
AUDITOR-GENERAL



LAMU COANTY EMERGENCY F(.IND
Reports and Financial Statements
For the year ended June 30, 2021

13. FINANCIAL STAT'EMENTS

13.1. STA'IEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30th

JUNE 202I

Note 2020-2021

Ksh

2019-2020

Ksh

REVENUE FROM NON. EXCHANGE
TRANSACTIONS
Transfers from County Governtnent

lnterest Income

TOTAL RE\'ENUES

EXPENSES

General expenses

Fund disbursement

TOTAL PAYMENTS

Name: Fadhil Maamun Ali
ICPAK Member No: R6974

I 5,000,000.00 1,920,500.00

5,000,000.00 1,920,500.00

r,944.00

6,736,500.00

r,452.00

3,12 r,000.50

6,738,444.00 3,122,452.50

STIRPLUS/DEFICIT 1,738,444.00 - 1,201,952.50

T'he notes set out on page 34 and 35 fbrm an integral part of these Financial Statements

The accounting policies and explanatory notes to these financial statements florm art integral part

of the financial statements. The finzmcial statements of Lamu County Emergency Fund were

approved on27th September 2021 and signed by:

dL

Chief Officer F ce Director Accounting Servtces

Name: Mohamed Abbas Abubakar'

TCPAK Member No: 23585

18

2
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LAMU COUNTY EMERGENCY FUNI)
Reports and Financial Statements
For the year ended June 30, 2021

I3.2. STATEMENT OI.' FINANCIAL POSITION AS AT 3O.h JUNE 2O2I

Note

5

2020-2021

Ksh

20t9-2020
Ksh

6,873,750
CURRENT ASSETS

Cash and Cash Equivalents
Account Receivables

Total Current Asset

NON CURRENT ASSETS

TOTAL FINANCTAL ASSETS

LESS: NON CT,RR.ENT LIABILITIES
NET ASSETS

R-EPR-ESENTED BY

Fund balance b/ftvd

Surplus/Dehcit for the year

Prior year adj ustments

NET FINATICTAL POSSITION

135,306
5,000,000

5,135,306 6,873,750

5,135,306 6,873,750

5,135,306 6,873,750

6,873,750

(1,738,444)

5,135J06 6,873,750

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

of the financial statements. The financial statements of Lamu County Emergency Fund were

approved on27'h Septenrber 2021 and signed by:

Director Accounting Services
Narne: Mohamed Abbas Abubakar
ICPAK Member No: 23585

Chief Officer nance
Name: Fadhil Maamun Ali
ICPAK Member No: R6974

F

t9

8,,075,702

(1,201,953)

il[



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30, 2021

I3.3. STATEMENT OF CHANGES IN NET ASSETS AS AT 3O.N ruruCIOZT

Emergeocl
Fuad

Accumulaled
surplus

f'0trl

Ksh Ksh Ksh

Balance as at I July 2019 8,075,702.00 8,075,702.00

Surplus/(deficit) for the period (1,20t,9s2.s0)
( r,20 r,952.50)

lnterest Income

Balance as at 30 June 2020 6,873,749.50 6,873,749.50

Balance as at I July 2020 6,873,749.50 6,813,749.50

Surplusi(deficit) for the period
(1,738,444.00)

( 1,738,444.00)

lnterest lncome

Balance as at 30 June 202 t 5,135,305.50 5,135,305.50

20



For the year ended June 30, 2021

I3.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JTINE 2O2I

Note 2020-2021

Ksh

CASH FLOW FROM OPERATINC ACTIVITTES

Receipts for operating income

Revenues

Payments for operating expenses

General expenses

Fund disbursement

Adjusted for:
Adjustments during the year- (lncrease)/ Decrease in
Accounts Receivables

Net cash flow from operating activities

CASHFLOW FROM INVESTING AC'I'TVITIES

Net cash flows from lnvesting Activities

NET INCR.EASE IN CASH AND CASH EQUIVALEN'I'

Cash and cash equivalent at BEGINNING of the year

Cash and cash equivalent at END of the year

Chi"f ofr,..[Fin*""
Name: Fadhil Maamun All
ICPAK Member No: R6974

s,000,000

5,000,000

1,944

6,736,500

6,738,444

r,920,500

1,920,500

1,452

3, 121,001

3,122,453

(s,000,000)

(6,738,444) (1,20 r,9s3)

(6,138,444) (1,201,9s3)

6,873,750

135,306

8,,075,702

6,873,750

Director Accountlng Services
Name: Mohamed Abbas Abubakar
ICPAK Member No: 23585

LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements

2019-2020

Ksh

7

J

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

integral part of the financial statements. The financial statements of Lamu County

Emeigency Fund were approved on 27'h Septem ber 2021and signed by:

(

2t



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30,2021

Code Revenue/Erpense ltem Original Budget AdJustments Final Budget
Actuel on

Comparable
Basis

Budget
Utilization
Differencc

oh oJ
Utilirotion
Difference
to Final
Budget

a c= a+b d e=c-d f:d/c %o

I

Transfers from County Covernment 5,000,000 5,000,000 5,000,000
I nterest lncome

Balance brought forward 6,873,750 6,873,750 6,873,750 r00%
Total Receipts I1,873,750 I1,873,750 I I,873,750 100%

2 General expenses I,944 (t,944)
J Fund disbursement l 1,873,750 r r,873,750 6,736,500 5,t37,250 57%

Grand Total I1,873,750 I1,873,750 6,139,444 5,135,306 51'.t6

III

22

I3.5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30th JUNE 2021

Comment on lhe above table

The Ceneral Underutilization of Expenditure was because of occasion on late disbursement of the Funds

B

REVENUE FROM NON -
EXCHANGE TRANSACTIONS

100%

EXPENSES



LAMU COANTY EMERGENCY FUND
Reports and Financial Statements
For the vear ended June 30, 2021

I3.6. SUMMARY OF SIGNIFICANT ACCOIJNTING POLICIES

l. Statement of compliance and basis of preparation

'Ihe Fund's financial statements have been prepared in accordance with and comply with

lnternational Public Sector Accounting Standards (IPSAS). The financial statements are

presenred in Kenya shiltings, which is the functional and reporting currency of the Fund.

ihe accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated

otherwise. The cash flow statement is prepared using the direct method. '[he financial

statements are prepared on accrual basis.

2. Adoption of new and revised standards

a) Relevant new standards and amendments to published standards effective for the

ear ended 30 June 2020

b) New and amended standards and interpretations in issue but not yet effective in

the year ended 30 June 2020

Impact

The standarcl covers public sector combinations arising fiom

exchange transactions in which case they are treated similarly with

IFRS 3. Business combinations and combinations arising from non-

exchange transactions are covered purely under Public Sector

Applicable: I' January 2019

combinations as amalgamations

Effective date and imPact:Standard

The objective of trSAS 4l is to establish principles for the

financial reporting of financial assets and liabilities that will

present relevant and useful infolmation to users of financial

statements for their assessment of the amounts, timing and

uncertainty of a Fund's future cash flows.

IPSAS 4l provides users of f inancial statements with rnore useful

inforrnation than IPSAS 29, bY:

o Applying a single classification and measurement model

for financial assets that considers the characteristics of the

asset's cash flows and the objective for which the asset is

held;
r Applying a singte forward-looking expected credit loss

model that is applicable to all financial instruments subject

to impairment testing; and

o Applying an improved hedge accounting model that

broadens the hedging anangements in scope of the

Applicable: IIPSAS 4l: Financial

Instruments

L)

Standard

IPSAS 40:

Public Sector

Cornbinations

Jaauary 2022:



LAMU COANTY EMERGENCY FUND
Reports and F inancial Statements

ear ended June 30, 2021

Standard
guidance. The model develops a strong link between an

Fund's risk management strategies and the accounting

treatment for instluments held as part of the risk

management strategy.

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

representativeness and comparability oI the information that a

reporting Fund provides in its financial statements about social

benefits. The information provided should help users of the

financial statements and general purpose financial reports assess:

(a) The nature of such social benefits provided by the Fund; (b)

The key features ofthe operation of those social benefit schemes;

and

(c) The impact of such social benefits provided on the Fund's

rformance, financial position and cash flows

Applicable: I'I January 2022

financial pe

IPSAS 42: Social

Benefits

Applicable: lst JanuarY 2022:

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

the components of borrowing costs whioh were

inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently

omitted when IPSAS 4l was issued.

c) Amendments to TPSAS 30, to update the guidance for
accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifiing

ftnancial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 4l was issued.

Amendments to Other

IPSAS resulting lrom

IPSAS 41, Financial

Instruments

a) Amendments to TPSAS 13, to include the appropriate

references to IPSAS on impairment, in place of the current

references to other intemational and/or national accounting

frameworks

b) IPSAS 13, Leases and IPSAS 17, Property, Plant, and

Equipment.

Amendments to remove transitional provisions which

should have been deleted when IPSAS 33, First Time

Adoption of Accrual Basis International Public Sector

Accounting Standards (lPSASs) was approved

c) IPSAS 21, Impairment of Non-Cash-Generating Assets and

IPSAS 26, lmpairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance

to account for revalued assets in the scope of IPSAS 17'

Applicable: I January 2021:Other Improvements

to TPSAS

24

For the
Effective date and imPact:



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the ear ended June J0 202t

c) Early adoption of standards

The Fund did not early - adopt any new or amended standards in year 2021

Effective date and impact:Standard
Property, Plant, and Equipment and IPSAS 31, Intangible

Assets.

d) IPSAS 33, First-time Adoption of Accrual Basis

International Public Sector Accounting Standards

(lPSASs).

Amendments to the implementation guidance on

deemed cost in IPSAS 33 to make it consistent

with the core principles in the Standard

IPSAS 40, Public Sector Combinations.

Amendments t<l include the effective date

paragraph which were inadvertently omitted when

IPSAS 40 was issued

2s



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30,2021
SUMMARY OF SIGNIFICANT ACCOUNTING POLIC rEs (coNTINUED)

3. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment 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

berrenti or service potential related to the asset wilt flow to the Fund and can be measured

reliably.

ii) Revenue from exchange transactions

Inlerest income

lnterest income is accrued using the effective yietd method. T'he 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.

4. Budget information

The originat budget for FY 2020/2021 was approved by the County Assembly on June

2020. Sibsequenirevisions or additional appropriations were made to the approved budget

in accordance with specific approvals from the appropriate authorities. The additional

appropriations are addid to the original budget by the Fund upon receiving the respective

approvals in order to conclude the final budget.

The Fund's budget is prepared on a different basis to the actual income and expenditure

disctosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial

p"r6r*un"", 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 lor the

presentation ofthe 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 atnounts and the actuals as per the statement

offinancial performance has been presented under section 13 ofthese financial statements.

26



LAMU COUNTY EMERGENCY FUND
Reports and Financial Statements
For the year ended June 30,2021
SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (CONTINUED)

5. 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 Fund recognizes such parts as individual assets with specific

useful lives and depreciates them accordingly. Lit<ewise, 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 lncurred. Where an asset is acquired in a non-

exchange transaction for nil or nominal consideration the asset is initially measured at its
lair value.

6. [ntangible assets

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

assets acquired in a non-exchange transaction is their fair value at the date o[ the exchange.

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

amortization and accumulated impairment losses. krtemally generated intangible assets,

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

surplus or deficit in the period in which the expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite-

7. Financial instru ments

Financial assels

Initial recognition and measuremenl

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at flair value through surplus or deficit, loans

and receivables, hetd-to-maturity investments or available-for-sale financial assets, as

appropriate. The Fund determines the classification of its financial assets at initial
recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such financial

assets are subsequently measured at amortized cost using the effective interest method, less

impairment. Amortized cost is calculated by taking into account any discount or premium

on acquisition and fees or costs that are an integral part ofthe effective interest rate. Losses

arising from impairment are recognized in the surplus or deficit'
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SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities

are classified as held to maturity when the Fund has the positive intention and ability to

hold it to maturity. After initiat measurement, held-to-maturity investments are measured

at amortized cost using the effective interest method, less impairrnent. Amortized cost is

calculated by taking into account any discount or premium on acquisition and fees or costs

that are an integral part of the effective interest rate. The losses arising from impainnent

are recognized in surplus or deficit.

Impoirment of financial assets

The Fund assesses at each reporting date whether there is objective evidence that a

financial asset or a Fund of financial assets is impaired. A financial asset or a Fund of
financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition

ofihe asset (an incurred 'loss event') and that loss event has an impact on the estimated

future cash flows ofthe financial asset or the Fund of financial assets that can be reliably

estirnated. Evidence of impairment may include the lollowing indicators:

D The debtors or a Fund ofdebtors are experiencing significant financial difficulty

D Default or delinquency in interest or principal payments

D The probabitity that debtors wilI enter bankruptcy or other financial reorganization

D Observable data indicates a measurable decrease in estlmated future cash flows (e.g.

changes in arrears or economic conditions that correlate with defbults)

Financial liabilitks

I n itial re cog n it io n and meas uteme nl

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at

fair value through surplus or deficit or loans and borrowings, as appropriate. The Fund

determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and

borrowings, plus directly attributable transaction costs.

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured

at amortized cosi using the effective interest method. Gains and losses are recognized in

surplus or deficit when the liabilities are derecognized as well as through the eflective

interest method amortization process.

Amortized cost is calculated by taking into account any discount or premium on

acquisition and fees or costs that are an integral part of the effective interest rate.
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For the year ended June 30, 2021

8. Inventories

lnventory is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions ([or no cost or for a nominal cost), the cost of
the inventory is its flair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted

for, as follows:

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

) 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 ofcost 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.

lnventories are recognized as an expense when deptoyed for utilization or consumption in

the ordinary course ofoperations ofthe Fund.

9. Provisions

Provisions are recognized when the Fund has a present obtigation (legal or constructive)as

a result of a past event, it is probable that an outflow of lesources 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 Fund expects some or all of a provision to be reimbursed, for example, under an

insurance contract, the reimbursentent 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.

Contingent liabilities

The Fund does recognize a contingent liability, but discloses details of any contingencies

in the notes to the financial statements, unless the possibitity of an outflow of resources

embodying economic benefits or service potential is remote.

Contingenl assels

The Fund does not recognize a contingent asse! but discloses details of a possible asset

whoSe existenCe is contingent on the occurrence Or non-occurrence of One Or more
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uncertain future events not wholly within the control of the Fund 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 reliabty, the asset and the related revenue are recognized in

the financial statements of the period in which the change occurs.

10. Nature and purpose of reserves

The Fund does not create and maintains reserves in tetms of specific requirements.

I l. Changes in accounting policies and estimates

'Ihe Fund recognizes the effects of changes in accounting policy retrospectively. The

effects of changes in accounting policy are applied prospectively if retrospective

application is impractical.

12. Employee benefits - Retirement benelit plans

The Fund has no employees to provide retirement benefits.

13. Foreign currency transactions

Transactions in foreign cunencies are initially accounted flor at the ruling rate of exchange

on the date of the transaction. Trade creditors or debtors denominated in foreign currency

are reported at the statement of financial position reporting date by applying the exchange

rate on that date. Exchange differences arising from the settlement ofcreditors, or from the

reporting of creditors at rates different from those at which they were initially recorded

during the period, are recognized as income or expenses in the period in which they arise'
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SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUED)

14. Borrowing costs

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

equiprnent. 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 bonowing costs are charged to the

statement o[ fi nancial performance.

15. Related parties

The Fund regards a related party as a person or an Fund with the ability to exert control
individually or jointly, or to exercise significant influence over the Fund, or vice versa.

Members of key management are regarded as related parties.

16. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-ternt 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 subjecl to insignificant risk of
changes ln 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. For the purposes

of these financial statements, cash and cash equivalents also include short term cash

imprests and advances to authorised public officers and/or institutions which were not

sunendered or accounted for at the end ofthe financial year.

17. Comparative ligures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

18. Events after the reporting period

There were no material adjusting and non- adjusting events after the reporting period.

19. Ultimate and Holding Fund

The F'und is a County Public Fund established by Lamu County Emergency Fund Act 2017

under the Ministry of Finance. lts ultimate parent is the County Government of Lamu.

20. Currency

The financial statements are presented in Kenya Shillings (KShs)
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21. Significant judgments and sources of estimation uncertainty

The preparation o[ the Fund's financial statements in conformity with IPSAS requires

n1unug"*.nt to make judgments, estimates and assumptions that affect the reported

u111ornt. 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 luture peritlds'

Estimates and assumptions - The [<ey assumptions concetning 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 flr-nancial y"u,., ui" described below. The Fund based its assumptions and estimates on

parameters uuuilubl" when the consolidated financial statements were prepared. However,

ixisting circumstances and assumptions about fluture developments may change due to

markeichanges or circumstances arising beyond the control of the Fund. Such changes are

reflected in the assumptions when they occur. IPSAS l ' 140'

Useful lives and residual values

The usefut lives and residual values ofassets are assessed using the following indicators to

inform potential future use and value from disposal:

F The condition ofthe asset based on the assessment of experts employed by the Fund

D The nature of the asset, its susceptibility and adaptability to changes in technology and

processes

P The nature of the processes in which the asset is deptoyed

F Availability of Funding to replace the asset

) Changes in the market in relation to the asset

22. Financial risk management

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

risks and effects of changes in foreign culrency. The Fund's overall risk management

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

io i.,inirit" the potentiai adverse effect of such risks on its performance by setting

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

ensuie that credit is only extended to customers with an established credit history.

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

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to

pay amounts in futl when due. Credit risk arises from cash and cash equivalents, and

SUMMARY OF SIGNIFICANT ACCOUNTING POI,ICIES (CONTINUED)
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deposits with banks, as well as trade and other receivables and available- for-sale financial

investments

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

position, past experience and other factors. Individual risk limits are set based on intemal

or external assessment in accordance with limits set by the management. The Fund

administration committee sets the Fund's credit policies and <-rbjectives and lays down

parameters within which the various aspects of credit risk management are operated.

b) Liquidity risk management

Ultimate responsibiliry tor liquidity risk management rests with the Fund Administrator,

who has buiit an appropriate liquidity risk management framework for the management of
the Fund's short, medium and long-term Funding and liquidity management requirements.

The Fund manages liquidity risk through continuous monitoring of forecasts and actual

cash flows.

c) Market risk

The board has put in place an intemal audit function to assist it in assessing the risk faced

by the Fund onan 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 iates which will affect the Fund's income or the value of its
irolding of financial instruments. 'Ihe 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 Fund's Finance Department is responsible for the developrnent of detaited 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 Fund's exposure to market risks or the manner in which it manages and

measures the risk.

Foreign currency risk

The Fund has no transactional currency exposures. Such exposure arises through purchases

of goods and services that are done in currencies other than the local currency. lnvoices

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.

Foreign currency sensitivity analysis

The following table demonstrates the effect on the Fund's statement of financial

performance on applying the sensitivity for a reasonable possible change in the exchange

iate 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.
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ii. Interest rate risk

Interest rate risk is the risk that the Fund's financial condition may be adversely affected as

a result of changes in interest rate levels. The Fund's interest rate risk arises from bank

deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk

"*potrr" 
arises mainly from interest rate movements on the Fund's deposits'

Management of interest rate risk

To manage the interest rate risk, management has endeavoured t<l bank with institutions

that offer favourable interest rates.

Sensitivity analysis

The Fund analyses lts interest rale exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on protit or loss of defined rate shifts- The

sensitivity analysis for interest rate risk assumes that all other variables, in particular

[oreign exchange rates, remain constant.

d) Capital risk management

The objective of the Fund's capital risk management is to safeguard the Fund's ability to

continue as a going concem. The Fund capital structure comprises of the following Funds:

2020

Euro t0%

USD t0%

2019

Euro t0%

USD t0%

- I.201,953-1,738,444.00Revaluation reserve

8,075,7026,873,749.50Accumulated surplus

6,873,7505,135,305.50Total Funds

Total borrowings

(6,873,7s0 )( 135,30s.96)Less: cash and bank balances

Net debV(excess cash and cash equivalents)
j%o0%Gea ring
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KShs

Chrnge in currenq rate

KShs
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I

I3.7. NOTES TO THE FINANCIAL STATEMENTS

REVENUE FROM NON -

EXCHANGE TRANSACTIONS

Transfers from County Government
Receivables
lnterest [ncome

Total

2 GENERAL EXPENSES

Bank Charges
Total

3 Fund Disbursement

Fuheyd General Supplier
Kitui Textite
Damunyu General Supply
KEMRI
Mulinge textiles and graphics

Lamu water and sewarage comPany

Witu Youth Pollechnic
Total

4 Bank Accounts

5 Cash and Cash uivalent

20t9-2020

Kshs
r,920,500

5,000,000

5,000,000.00 t 920,500.00

2020-2021

Kshs

2020-2021
Kshs
t,944.00

2019-2020
Kshs
1,452.00

1,944.00 1,452.00

2020-2021
Kshs

994,000.00
I,400,000.00

842,500.00
3,500,000.00

1,071,000.50
1,550,000.00

500,000.00

6,736,500.00 3,121,000.50

2019-2020
Kshs

Name of Bank, Account No. &
cu rrency

lndicate whether
Recurrent,,

Development'
Deposit, Reven ue,

CRF e.t.c

2020-2021 2019-2020

Kshs Kshs

Diamond Trust Bank A/C
0 r49566001

Recurrent Fund 13s,305.96 6,873,749.96

Total 135,305.96 6,873,749.96

6,873,749.96r 3 5,305.96
Emer enc Fund
Diamond Trust Bank - Lamu CountY

Others
6,873,749.96135,30s.96Total cash and cash eq uivalents
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14. PROGRESS ON FOLLOW T]P OF PRIOR YEAR ATJDITOR' S

RECOMMENDATIONS

The fotlowing is the summary of issues raised by the external auditor, and management

comments thit were provided to the auditor. We have nominated focal persons to resolve

the various issues as shown below with the associated time frame within which we expect

the issues to be resolved.

4.1 Awaiting for
the final audit
report to be

released

Head of
Financial
Reporting -
Mohamed
Abbas

I edResoMake Sure all
lssues raised

are being
handle
rectified

Unaccounted
Expenditure
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\o. on the
extcrnal
uurJit
Rcport

lssuc /
Obsen'rtions
from
Auditor

l\taoegenten I

com meo ts

Iocal Poinl
persoo l0
resolvc the
issue (A'ame

and
designolion)

Slutus:

(Resolvd
/ Nttl
Resolvetl)

Tinreframe:
(Put u datt
when )'ou
erped lhe issue
to he rextlved)
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15. BANK RECONCILIATION FO 30

LAMU COUNTY GOVERNEMENT _ EMERGENCY FUND

t 0149566001

Balance as per bank statement

f,ess:-
I Payments in cash

book not in bank
slatement
(Unrepresented
Cheques)

2 Receipts in bank
statemenl not
recorded in cash
book

Add:-

Payments in bank
statement not in
cash book

Receipts in cash
book nol recorded
in bank statement

ture

Chec

Signature

Approved by:

Designation

N+.s
Designat ion

C-c, Frm axc.&
Designal ion

BANK RECONCILIATION
AS AT 3OTH JI]NE 2O2I

COUNTY

F. O.30

STATION: LAMU

Sh Sh sh

135,305.96

J

4

l3sJ0s.96
Balance as per Cash book

I certify that I have verified the Bank Balance in the Cash Book with the Bank Statement

and the above reconciliation is correct

Pre by
N,

Date

ril Lt-.' r I

Date

It
Signature
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