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1. Acronyms and Glossary of Terms

a) Acronyms

BOM Board of Management

ICPAK Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
PFM Public Financial Management

PSASB Public Sector Accounting Standards Board

Kshs Kenya Shillings

LCLF Laikipia County Leasing Fund

b) Glossary of Terms
Fiduciary Management The key management personnel who had financial responsibility
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2. Key Enﬁty Information and Management
a) Background information

Leasing Fund is established by and derives its authority and accountability from Public Finance
Management (Laikipia County Leasing Fund) Act //6 on 2020. The Fund is wholly owned by the
County Government of Laikipia and is domiciled in Kenya.

The fund’s objective is to finance rental payments, finance operation of leased assets and provide
services at a fee to external clients utilizing the leased assets in the line with the master lease
agreements.

The Fund’s principal activity is to finance rental payments for assets leased by the County, finance
the operations of the leased assets and provide services at a fee to external clients utilizing the
leased assets in line with the Master Lease Agreements

b) Principal Activities

The principal activity/mission/ mandate of the Fund is to finance rental payments for leased assets.

¢) Fund Administration Committee

N AT €

oingc Wahome | Chairperson
2 | Wachira Gachigi County Executive Member for Finance
Daniel Ngumi Fund Administrator & Secretary - Chief Officer for Finance
4 Peter Macharia Chief Officer for Roads, Transport & Public Works
Alexander Muchemi County Attorney

d) Key Management Team

1 Daniel Ngumi | Fund Manager/ Administrator

2 Peter Macharia | Chief Officer for Roads, Transport & Public Works

3 Susan Rubia Fund Accountant
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e)

QN

Fiduciary Oversight Arrangements

Y o
CALTICe

[ Directorate of Internal Audit

‘ Head of Internal Audit

County Assembly of Laikipia

Clerk to County Assembly

Office of the Controller of Budget

Controller of Budget

Office of the Auditor General

Auditor-General

g)

h)

D

k)

Registered Offices
P.O. Box 131-20321

County Headquarter Building, Government Road

Rumuruti, Kenya
Fund Contacts

Telephone: (254) 716-031031
E-mail: info@laikipia.go.ke
Website: www.laikipia.go. ke

Fund Bankers

ABSA Bank

Along Nanyuki —~Meru Highway
P.O BOX 214-10400
Nanyuki,Kenya

Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084- 00100

Nairobi, Kenya

Principal Legal Adviser

The Attorney General

State Law Office, Harambee Avenue
P.O. Box 40112, City Square 00200
Nairobi, Kenya

County Attorney

County Government of Laikipia
P.O Box 131-20321, Rumuruti
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3. Fund Administration Committee

1.

Koinange Wahome —
Chairperson

orn 1n v

Mr. Koinange Wahome is currently the County Secretary of
the County government of Laikipia. He is a dedicated public
servant and design thinker with an unwavering commitment
to resolving social complexities and ongoing human
problems through active citizen engagement, empathetic
redress, and unending support for the formation of inspired
teams.

He has extensive experience in Public Safety Administration,
Trade Policy Development, Human Enterprise Management,
Diplomacy, Best Practices in International Relations, Public
Finance Policy, and Community Development.

He holds a Master's Degree in International Relations and
Diplomacy among other academic and professional
qualifications. He has a distinguished public service record
in Kenya's disciplined forces, as well as private consultancies
in Diplomacy, Public Safety Administration, Technology-
Aided Security Surveillance, Logistics and International
Trade.

2. Samuel Gachigi - Member
| o =

Born in 1976.

Currently the CECM Finance and Economic Planning. Has
worked with National Treasury for 16 years in various
departments as head of Supply Chain Management; Has also
worked with County Government of Nyeri and County
Government of Nakuru as Director of Supply Chain
Management.

He holds Bachelors degree in Business Administration —
Economics and Sociology and a post graduate Diploma in
Supply Chain management services.

3

Eng. Peter Macharia —
Member

Born in 1981.

He is currently chief officer roads, transport and public
works. He holds a Bachelor of science degree in mechanical
engineering. He holds CPS(K). he has previously been in
private practice and worked as chief officer for land,
transport and urban development with county government of
Laikipia. He has also worked as principal engineer in city
county of Mombasa.
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4. Alexander Muchemi -
Member

Born in 1986.

He is currently the County Attorney to the County Executive
Committee (Chaired by His Excellency the Governor of
Laikipia). He holds a Bachelor’s Degree in Law from Moi
University and a Post Graduate in The Kenya School of Law
Advocates Training Program (ATP).

He was a lecturer with experience in lecturing Commercial
Law at Cooperative University College. He has marketing
experience was in charge of marketing in Nyahururu region.

5. Daniel Ngumi - Fund
Administrator

Born in 1984.

Mr. Ngumi Daniel is currently the Chief Officer Finance and
County Treasury. Holds Bachelors Degree in Economics and
Public Administration and Masters Degree in Accounting
and Finance. He is also a CPA(K).

Currently the Chief Officer for Finance and County Treasury.
Has previously worked with National Treasury for six years
in various Departments as Chief Accountant; Has also
worked with County Government of Laikipia as Head of
County Treasury Accounting and County Government of
Kiambu as Director of Finance.
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4. Managerﬁent Team

1. Daniel Ngumi - Fund
Administrator

Born in 1984.

HiDetails ofiqualifications andiexperiénce

Mr. Ngumi Daniel is currently the Chief Officer
Finance and County Treasury. Holds a Bachelors
Degree in Economics and Public Administration and
Masters Degree in Accounting and Finance. He is also
a CPA(K).

Currently the Chief Officer for Finance and County
Treasury. Has previously worked with National
Treasury for six years in various Departments as Chief
Accountant; Has also worked with County
Government of Laikipia as Head of County Treasury
Accounting and County Government of Kiambu as
Director of Finance.

2. Eng. Peter Macharia —
Member

Born in 1981.

He is currently chief officer roads, transport and public
works. He holds a Bachelor of science degree in
mechanical engineering. He holds CPS(K). he has
previously been in private practice and worked as chief
officer for land, transport and urban development with
county government of Laikipia. He has also worked as
principal engineer in city county of Mombasa.

3. Susan Rubia — Fund
Accountant

Born in 1978.

Currently working with County Government of
Laikipia. She is a CPA(K) holder and a member of
Institute of Public Accountant of Kenya (ICPAK). Has
previously worked in private sector as Internal Auditor.
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5. Fund Chairperson’s Report
The Public Finance Managements Act 2012 Section 116 gives the CECM Finance powers to

establish public funds with the approval of the County Executive Committee (The Cabinet) and
the County Assembly. The Act instructs that there shall be a person appointed by the CECM
Finance to administer the Fund and guides on the role of the administrator. The Fund Regulations
2020 were developed to guide on the management, operations and accountability of the Fund.

The purpose of the Fund is to;
a) Finance rental payments for assets leased by the County
b) Finance operations of the leased assets
¢) Provide services at a fee to external clients utilizing the leased assets in line with the Master
Lease Agreements

The Laikipia county Leasing Fund regulations part 3 sub-section 6 (1) states there is established a
leased assets management committee for the fund.

The committee consists of’
a) County Secretary who shall be the chairperson — Koinange Wahome
b) County Executive Member in charge of Finance - Wachira Gachigi
c) Chief Officer Finance who shall be the secretary to the committee - Daniel Ngumi
d) Chief Officer responsible for Infrastructure - Peter Macharia
e) County Attorney - Alexander Muchemi
Review of Fund’s performance

The fund budget for revenues was Kshs. 85,000,000 against the year’s receipts of Kshs.
70,882,827. The Fund also received funds from Rumuruti municipality amounting to Kshs 49,655
to cater for operation expenses in Financial Year 2023/2024. In the Financial year 2023/24 the
fund’s expenditure was Kshs. 85,732,268.

Future outlook

In the budget for financial year 2024/25 the fund has been allocated Kshs 106,000,000 to cater for
lease rental costs, assets operational costs and payment of direct costs of projects undertaken by
the assets as per approved bill of quantities.
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Conclusion

In conjunction with relevant stakeholders, we will endeavour to ensure that leasing in Laikipia
county is effective and efficient in achieving its objectives.

Koinange Wahome

Chairperson of the Fund Administration Committee

X
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6. Report of The Fund Administrator

The Leasing Fund was created to aid in coordination of activities related to the leasing program.
This Program is an innovative way by Laikipia County to enable the County utilise the most up
to date technology for machinery and equipment while not tying up so much cash on asset
acquisition but rather use such cash for development activities.

Below is a schedule of the 14 leased equipment and trucks under the leasing program in
FY 2023-2024.

MOTOR VEHICLE MAKE START DATE | TERMINATION
REG. NO. DATE
KDD 140W LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 059X LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 057X LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 031X LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 032X LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 158W LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 157W LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 149W LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 164W LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 167W LARGE TIPPER DUMPTRUCK 1/10/2021 1/10/2026
KDD 264G LOADER 21/7/2021 21/7/2026
KDD 261G LOADER 21/7/2021 21/7/2026
KDD 265G REFUSE TRUCK 21/7/2021 21/7/2026
KDD263G REFUSE TRUCK 21/7/12021 21/7/2026

Haulage program

Designed to carry heavy loads, tipper trucks help transport materials to areas on the same worksite
or locations further away. Additionally, their large capacity allows avoid leasing trailers. They’re
even able to carry smaller machinery like excavators. With such versatility, tipper trucks have
covered and they have been fundamental in the Department of Infrastructure in hauling of various
things/ items.

Waste Transportation program

The County Governments provides adequate transport for the various segregated waste streams
through the leased refuse trucks. The waste transportation trucks are closed and suitable for the
transportation of the various waste streams to the waste treatment facilities and landfills. The waste
trucks are regularly serviced and maintained to avoid littering of waste.

Waste transportation was largely rudimentary using open trucks among others. These poor
transportation modes led to littering, making waste an eye-sore, particularly plastics in the
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environment. However, Laikipia County have adopted appropriate transportation trucks as
stipulated by the Waste Management Regulations which has been beneficial to the department of
environment.

Risk categories
The Fund has identified and categorised risks as follows:
a) Strategic risks: These arise out of the Fund’s strategic plan.
b) Financial risks: They are associated with the financial operations of the Fund.
c) Operational risks: These are risks associated with the operations of the Fund.
d) Legal and regulatory risks: Legal risks can arise from non-compliance with the legal and
regulatory requirements.

Risk management

The Fund’s commitment to risk management has also been evidenced by the awareness and
continuous training offered to the Members of the Fund, Administration committee, management
and staff of the Fund throughout the year.

X1
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7. Statement of Performance Against the County Fund’s Predetermined Objectives

Introduction

Section 164(2) (f) 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 Entity Government entities in accordance with the standards and formats prescribed
by the Public Sector Accounting Standards Board.includes a statement of the county government
entity’s performance against predetermined objectives.

The key development objectives of the Laikipia County Leasing Fund are to:

a) Provide quality physical infrastructure in the County.

b) Provide efficient and reliable transport services for County activities.

Progress on attainment of Strategic development objectives of the Leasing Fund

Below we provide the progress on attaining the stated objectives:

Lasmg of
vehicles and
equipment

Fmance rental

Leased motor

No of Ieased

14 vehicles and

payments for vehicles and vehicles and equipment leased;
assets leased by equipment equipment tippers trucks and
the County refuse truck and
loader.
Finance the Effective and No. of Service delivered to
operations of the efficient lease kilometres mwananchi
leased assets operations covered by effectively &
leased vehicles | efficiently;
and equipment | e.g.refuse collected
/disposed promptly
Provide services at | Increased No of Not achieved
a fee to external revenues equipment hired

clients utilizing the
leased assets in
line with the
Master Lease
Agreements

generated to
offset lease
rentals

out

X1l
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8. Corporate Governance Statement

The Fund does not have a Board of Directors; rather it has a Management Committee comprising

of;

(i)
(ii)
(iii)
(iv)
(V)

The County Secretary — Chairperson

County Executive Committee Member for Finance
Chief Officer for Finance — Secretary

Chief Officer for Infrastructure - Member

The County Attorney - Member

The functions of the Management Committee include;

(1
(i)
(iii)
(iv)
(v)
(vi)

(vii)

Formulating guidelines for determination of assets for leasing, allocation and management
of the leased assets to users

Review proposals received from county departments and agencies and recommend to
county executive committee the assets and number to be prioritized subject to the impact
and available resources.

Approve ensure lease rentals are paid as per the terms of the Master Lease Agreement
Ensure the applicable laws, regulations and procedures are followed.

Receive, review and approve statutory and management reports of the Fund before
submission to third parties

Prepare estimates of each financial year of the revenue and expenditure of the Fund, which
shall then be approved by the CECM Finance before commencement of each financial year.
Oversight over procurement of new assets, decision on actions to take at the expiry of
contracts of existing leased assets in line with master lease agreements, and negotiation for
new leases or amendments to contracts.

The Chief Officer for Finance and County Treasury is responsible for administering the Fund.

Winding up of the Fund

The fund shall not be wound up while there are outstanding lease rentals.
In the event of winding up of the fund, the cash balances will be transferred to the county
exchequer account.

Xiil
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9. Management Discussion and Analysis

Leasing is becoming a preferred solution to resolve fixed asset requirements vs. purchasing the
asset. While evaluating this venture, it is essential for the owner of the capital to understand
whether leasing would yield better benefits or not. Laii(ipia County conducted a feasibility study
on leasing and came to a conclusion that leasing is the best way to go for the County. This resulted
to the establishment of The Leasing Fund; an entity within the County Government of Laikipia
Executive. Its core functions are to finance and coordinate activities related to the Leasing

program.

Operational Performance

Solid waste management is one of the most challenging tasks for our County. The Aging
infrastructure has also been a hindrance to service delivery. The leasing program provided the
department of Environment four leased trucks KDD 261G and KDD 263G in Laikipia east, KDD
265G and KDD 264G in Laikipia west. The number of collection points depends on population
size hence the amount of garbage varies in both sub counties.

The table below illustrates the amount of garbage collection vis-a-vis the distance covered to reach

the collection centres/points in both Sub-Counties;

Sub-county Truck identification | Refuse Distance (KMS)
Collected(tonnage)
Laikipia West KDD264G 35,050 12,360
KDD265G 10,700 8,030
Laikipia East KDD261G 19,300 17,275
KDD263G 19,400 20,100
Total 84,450 57,765

Table 1: Tonnage of Refuse Collected & Disposed

X1V
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Table

Comparative Revenue realisation between FY
2022/23 & 2023/24

72,000,000
71,000,000 -
70,000,000 -
69,000,000 -
68,000,000 -
67,000,000 -

65,000,000 -
64,000,000 -
63,000,000 -
62,000,000 -

66,000,000 +———

FY 2023/24

FY 2022/23

—

Fund Revenues

Figure 2: Fund Revenues

(i) Expénditures:

The following was the expenditure incurred by the fund in the Financial Year.

Description

FY2023/24

FY 2022/23

Total Expenditure

85,732,268 126,385,834

Table 3: Fund Expenditures

74,000,000

2022/23 &

Comparative Expenditure Utilisation between FY

2023/24

72,000,000 -

| 70,000,000 1
| 68,000,000
| 66,000,000 |

64,000,000 -

62,000,000 -

FY 2023/24

FY 2022/23

Figure 3: Fund Expenditures
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|

| Tonnage & Distance Covered in Refuse
collection & Disposal

50,000

40,000

30,000

20,000

10,000

0 +

Laikipia West

Laikipia East

# Refuse

Collected(tonnage)

# Distance (KMS)

Figure |: Tonnage & Distance of Refuse Collected & Disposed

Financial Performance

The financial performance of the fund was as follows:

(i) Revenue

The fund received more revenue as at 30™ June 2024 as compared to 30™ June 2023.

The Fund received its funding from the County Government of Laikipia and the disbursements

were as follows:

Description

FY 2023/24

FY 2022/23

Total Revenue

70,932,482

65,620,677

XV




Laikipia County Leasing Fund
Annual Report and Financial Statements for the year ended June 30, 2024

10. Environmental and Sustainability Reporting

) 18

Sustainability strategy and profile -

The Laikipia County Leasing Fund is keen on posterity; The County’s top management has
activated various sustainability strategies for the county including but not limited to:

Ensuring continuous compliance with government laws, regulations, policies and
standards.

Ensuring that substantial proportion of the county budget is allocated to the leasing fund
Completed the formulation of a County Risk Management Framework Policy that help the
County identify and mitigate risks.

Engaging citizens through public participation to incorporate their ideas and contributions
on County development matters

Environmental performance

Laikipia county Leasing fund recognize environmental protection as one of the guiding
principles and a key component of sound business performance. Its committed to providing
quality services as we promote and embrace the principle of efficient and effective
stewardship of the natural environment.

Adhere to all applicable environmental regulations and other requirements that relate to
our environmental aspects.

Continual improvement of the environmental performance and regular review of the set
environmental objectives, targets and programmes.

Educate, train and inform all its employees and stakeholders on environmental protection
and empower them to contribute and participate.

Employee welfare
The Laikipia County Leasing Fund relies on the County Public Service Board that is

charged with the hiring and empowering of employees in the County.

Market place practices-

Responsible marketing and advertisement - The Laikipia County Leasing Fund also
practices responsible marketing and advertisement using County Government social media
platforms and print media well as respecting procurement practices.

Corporate Social Responsibility / Community Engagements

The Laikipia County Leasing Fund has been engaging citizens to identify their demands
and needs, holding social community activities e.g. leaders and elders’ engagements.

XVvil
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11. Report of The Fund administration committee

The Fund administration committee submit their report together with the audited financial
statements for the year ended June 30, 2024 which show the state of the Fund affairs.

Principal activities

The principal activities of the Fund are
a) Finance rental payments for assets leased by the County
b) Finance the operations of the leased assets and,

¢) Provide services at a fee to external clients utilizing the leased assets in line with the Master
Lease Agreements.

Results

The results of the Fund for the year ended June 30, 2024 are set out on page 1-6

Fund administration committee members

The members of the fund administration committee who served during the year are shown on

page 1ii-vii. The Fund administration committee members during the financial year are as shown
below:

Ref | Position Name

1 County Secretary - Chairperson Koinange Wahome

2 CECM Finance & Economic Planning Wachira Gachigi

3 Chief Officer Infrastructure Department Peter Gathecha Macharia

4 Fund Administrator/Chief Officer Finance Daniel Kingori Ngumi

5 Committee Member Alexander Muchemi
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 the Fund Administration Committee

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

Koinange Wahome
Chair of the Fund Administration Committee
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12. Statement of Management’s Responsibilities

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Administrator of a County Public Fund established by Laikipia County Leasing fund
Regulations 2020 shall prepare financial statements for the Fund in accordance with the standards
and formats prescribed by the Public Sector Accounting Standards Board.

The Administrator of the Laikipia County Leasing fund is responsible for the preparation and
presentation of the Fund’s financial statements, which give a true and fair view of the state of affairs
of the Fund for and as at the end of the financial year ended on June 30, 2024. 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 Fund; (iii)
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 assets of the Fund; (v) selecting and applying
appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The Administrator of the Laikipia County Leasing fund accepts responsibility for the Fund’s
financial statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and Laikipia
County Leasing Fund Regulations 2020. The Administrator of the Fund is of the opinion that the
Fund’s financial statements give a true and fair view of the siate of Fund’s transactions during the
financial year ended June 30, 2024, and of the Fund’s financial position as at that date. The
Administrator further confirm the completeness of the accounting records maintained for the Fund,
which have been relied upon in the preparation of the Fund’s financial statements as well as the
adequacy of the systems of internal financial control.

Nothing has come to the attention of the Administrator to indicate 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 statements were approved by the Board on 2024 and
signed on its behalf by:

Daniel Ngumi
Administrator of the Laikipia County Leasing Fund

XIX



HEADQUARTERS
Anniversary Towers

REPUBLIC OF KENYA
Monrovia Street

phone: +254-(20) 3214000 1
Email: info@oagkenya.go.ke U
Website:www.oagkenya.go.ke
P.O Box 30084-00100

OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON LAIKIPIA COUNTY LEASING FUND FOR
THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

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

A. Report on 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.

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.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on 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 are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

| have audited the accompanying financial statements of Laikipia County Leasing Fund
set out on pages 1 to 38, which comprise the statement of financial position as at
30 June, 2024 and the statement of financial performance, statement of changes in net

Report of the Auditor-General on Laikipia County Leasing Fund for the year ended 30 June, 2024
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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 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Laikipia County Leasing Fund as at 30 June, 2024 and
of its financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with Public
Finance Management (Laikipia County Leasing Fund) Act, 2020 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Material Uncertainty Related to Going Concern

The statement of financial position reflects Kshs.33,661,656 and Kshs.174,493,613 in
respect to total assets and total liabilities resulting into technical insolvency by an amount
of Kshs.140,831,954. The operation of the fund is dependent on the continued support
by the County Government and supplier. However, the Management have not disclosed
the going concern issue with regard to the Fund.

In the circumstances, the fund may not meet its debt obligations and is insolvent.

2. Unexplained Variance in Transfers from the County Government

The statement of cash flows and as disclosed in Note 26(b) to the financial statements
reflects transfers from the County Government amount of Kshs.70,882,827 while Laikipia
County Executive statement of receipts and payments and as disclosed in Note 5 to the
financial statements reflects transfers of Kshs.83,457,072 to Laikipia County Leasing
Fund account resulting in an unexplained variance of Kshs.12,574,245. In addition, the
amount of Kshs.49,655 disclosed as other income is indicated as being done from the
County Government but not as disclosed.

In the circumstances, the accuracy and completeness of transfers from the County
Government amount of Kshs.85,000,000 could not be confirmed.

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

Emphasis of Matter
1. Budgetary Control and Performance

The statement of comparison of Budget and Actual amounts as at 30 June, 2024 reflects
total budgeted revenue of Kshs.86,253,194 and actual revenue of Kshs.72,135,676
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resulting to under realization of Kshs.14,117,518 or 16% of the budget. Similarly, the
same statement reflects total budgeted expenditure of Kshs.86,253,194 and actual
expenditure of Kshs.72,050,163 resulting to under absorption of Kshs.14,203,031 or 16%
of the budget.

The under realization and underperformance affected the planned activities and may
have impacted negatively on service delivery to the public.

2. Negative Working Capital

The statement of Financial Position reflects Kshs.85512 and Kshs.174,493,613 in
respect of total current assets and total current liabilities resulting into a negative working
capital of Kshs.174,408,101.

In the circumstances, the fund may not be able to meet its current obligations as and
when they fall due.

My opinion is not modified in respect of these matters.

Key Audit Matters

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

Other Matter
Prior Year Unresolved Audit Matters

In the previous audit report one (1) issue was raised under Basis for Qualified opinion,
one (1) paragraph under Other Matter and two (2) paragraphs under Report on
Lawfulness and Effectiveness in Use of Public Resources. However, Management has
not provided reasons for the delay in resolving the prior year audit issue.

Other Information

The Management is responsible for the other information set out on page iii to xix which
comprise of Key Entity Information and Management, Fund Administration Committee,
Management Team, Report of the Fund Administrator, Statement of Performance Against
Predetermined Objectives, Corporate Governance Statement, Management Discussion
and Analysis, Environmental and Sustainability Reporting, Report of the Fund
Administration Committee and the Statement of Managements Responsibilities. The
Other Information does not include the financial statements and my audit report thereon.
In connection with my audit on the Fund'’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.
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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 matter described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
Long Outstanding Payables

The statement of financial position and as disclosed in Note 20 to the financial statement
reflects Kshs.174,493,613 in respect of accounts and other payables from exchange
transactions. A review of the ageing analysis of these payables reveals that 49.6%
(Kshs.86,617,746) and 42.5% (Kshs.74,193,762) of the outstanding amounts have
remained unsettled for between one (1) year to two (2) years and two (2) to three (3)
years, respectively contrary to Clause 3.1.2 (Payment Terms) of the Master Operating
Lease Agreement dated 9th March 2021 which provides that lease payments are due for
settlement every three (3) months in arrears and by standing order.

In the circumstances, the Management is in breach of the Master operating lease
agreement.

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, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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
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Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Fund’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 Fund'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 for Supreme Audit Institutions (ISSAls). 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 ISSAIs 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.

FCPA , CBS
AUDITOR-GENERAL

Nairobi

20 December, 2024
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Laikipia County Leasing Fund

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

14. Statement of Financial Performance for the Year Ended 30 June 2024

Mg R 2023-2024 | 2022-2023

Description Note : - - —

e T SR e TR : “FKshs 5% - Kshs

Revenue From Non-Exchange Transactions

Transfers From the County Government 2 85,000,000 37,500,000
85,000,000 37,500,000

Revenue From Exchange Transactions

Other Income 5 49,655 -

49,655 -

Total Revenue 85,049,655 37,500,000

Expenses

Use of goods and services 7 85,732,268 126,385,834

Total Expenses 85,732,268 126,385,834

Other Gains/Losses

Surplus/(Deficit) for the Period (682,613) (88,885,834)

(The notes set out on pages 17 to 34 form an integral part of these Financial Statements)

Daniel Ngumi
Administrator of the Fund

ICPAK Member Number: 8207

Susan Rubia
Fund Accountant

ICPAK Member Number:27140
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15. Statement of Financial Position As at 30 June 2024

ssets

Current Assets

Cash and Cash Equivalents 12 85,512 1,203,192
Total current assets 85,512 1,203,192
Non-Current Assets

Current Portion of Long- Term Receivables 13 33,576,144 19,458,971
From Exchange Transactions

Total non- current assets 33,576,144 19,458,971
Total Assets (A) 33,661,656 20,662,163
Liabilities

Current Liabilities

Trade an_d Other Payables from Exchange 20 174.493.613 160,811,508
Transactions

Total current liabilities 174,493,613 160,811,508
Non-Current Liabilities

Total Liabilities (B) 174,493,613 160,811,508
Net Assets (A-B) (140,831,957) (140,149,345)
Represented By:

Accumulated Surplus (140,831,954) (140,149,341)
Net Assets (140,831,954) (140,149,341)

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The Fund’s financial statements were approved on 2024
and signed by:

Pt E%_ :‘
----------------------------------------

Name: Susan Rubia
Fund Accountant
ICPAK Member Number:27140

Name: Daniel Ngumi
Administrator of the Fund
ICPAK Member Number: 8207
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16. Statement of Changes in Net Assets for the year ended 30 June 2024

{
ol B Sidia ol VRO i hasiaed

Balance As At 1 July 2022 - - (47,554,059) (47,554,059)
Prior Year Adjustment (3,709,448) (3,709,448)
lus/(Deficit) For th i - -
Surplus/(Deficit) For the Period (88,885,834) (88,885,834)
Balance As At 30 June 2023 - - (140,149,341) (140,149,341)
Balance As At 1 July 2023 - - (140,149,341) (140,149,341)
Surplus/(Deficit) For the Period - - (682,613) (682,613)
Balance As At 30 June 2024 - - (140,831,954) (140,831,954)
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17. Statement of Cash Flows for The Year Ended 30 June 2024

Description

Cash flows from operating activities

Receipts

Transfers from the county government 70,882,827 65,620,677

Other income 49,655 -

Total receipts 70,932,482 65,620,677

Payments

Use of goods and services 72,050,163 65,877,442
72,050,163 65,877,442

Net cash flows from operating activities 24 (1,117,681) (256,765)

Cash flows from investing activities

Net cash flows used in investing activities - -

Cash flows from financing activities

Net cash flows used in financing activities - -

Net increase/(decrease) in cash & cash Equivalents (1,117,681) (256,765)

Cash and cash equivalents at 1 July 1,203,194 1,459,959

Cash and cash equivalents at 30 June 85,513 1,203,194
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18. Statement of Comparison of Budget and Actual Amounts for The Period

Kinal-budget

Adjustments

[ e e P R W S

Transfers from County Executive 85,000,000 - 85,000,000 70,882,827 14,117,173 83%
Other income - 50,000 50,000 49,655 345 99%
Opening cash & cash equivalents - 1,203,194 1,203,194 1,203,194 - 100%
Total income 85,000,000 1,253,194 86,253,194 72,135,676 14,117,518

Payments

Use of goods and services 85,000,000 1,253,194 86,253,194 72,050,163 14,203,031 84%
Total payments 85,000,000 1,253,194 86,253,194 72,050,163 14,203,031

Surplus/Deficit - - - 85,513

Budget notes

i. The under-realisation of Transfer from county executive of 17% was occasioned by the County Executive not being able to realize the revenue
target.

ii. The under-utilisation of use of goods and services of 16% was occasioned by the under realisation of revenue as explained above.

iii. Other income had not been considered on the original budget as it was an aid to cater for leasing operation.



Laikipia County Leasing Fund

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

R

Reconciliation'between Statenient ofEina

ancial Berformance

& Statement: Of Cor

mparisoniOfBud;

¢

¢ ‘iijﬁi“(j'i Actual

I PR AR FCETHE T i A IR N A 1k s PO s S o

y

AniountsE A

- i “Statement of Financial | Statement Of Comparison Of | Variance | Remarks
Performance Budget And Actual Amounts
Transfers from County Executive 85,000,000 70,882,827 | 14,117,173 | Additional Accounts receivable
Use of goods and services 85,732,268 72,050,163 | 13,682,105 | Additional Accounts payables
Opening cash & cash equivalents - 1,203,194 | (1,203,194) | Opening cash & cash equivalents
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19. Notes to the Financial Statements

Significant Accounting Policies

1. General Information

Laikipia County Leasing Fund is established by and derives its authority and accountability
from Public Finance Management (PFM) Act. The Fund’s is wholly owned by the Laikipia
County Government and is domiciled in Kenya. The Fund’s principal activity is to finance
rental payment for asset leased by the County, finance the operations of the leased assets and
provide services at a free to external clients utilizing the leased assets in line with the Master
Lease Agreement.

2. Statement of compliance and basis of preparation

The Fund’s financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the Fund. The
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. The financial statements are prepared on

accrual basis.

3. Adoption of new and revised standards

(i) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2024

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 cash flows of an
Entity.

The new standard requires entities to recognise, measure and present information on
right of use assets and lease liabilities.

IPSAS 44: Applicable I* January 2025
Non- Current | The Standard requires,
Assets Held
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Property Plant
and
Equipment

for Sale and [ Assets that meet the criteria to be classified as held for sale to be measured at the
Discontinued |lower of carrying amount and fair value less costs to sell and the depreciation of such
Operations  |assets to cease and:
Assets that meet the criteria to be classified as held for sale to be presented separately
in the statement of financial position and the results of discontinued operations to be
presented separately in the statement of financial performance.
IPSAS 45-  |Applicable I* January 2025

The standard supersedes [PSAS 17 on Property, Plant and Equipment. [PSAS 45 has
additional guidance/ new guidance for heritage assets, infrastructure assets and
measurement. Heritage assets were previously excluded from the scope of IPSAS 17
in [PSAS 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 1* 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.
ii.Clarifying transaction costs guidance to enhance consistency across
[PSAS;
iii.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.

IPSAS 47-
Revenue

Applicable I* January 2026

This standard supersedes [PSAS 9- Revenue from exchange transactions, [PSAS 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.

[PSAS 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
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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.

(i) Early adoption of standards

The Fund did not early — adopt any new or amended standards in the financial year

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.

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 2023/2024 was approved by the County Assembly on 29 June 2023.
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
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approvals in order to conclude the final budget. Accordingly, the Fund recorded no additional
appropriations on the FY 2023/2024 budget following the governing body’s approval.

The Fund’s budget is prepared on a different basis to the actual income and expenditure
disclosed 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 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
performance has been presented under section of these financial statements.

¢) 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.

a) Intangible Assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.The useful life of the
intangible assets is assessed as either finite or indefinite.

b) Investment property
Investment properties 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. recognised
[nvestment 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 is recognized in the surplus or deficit in the period of de-
recognition.
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Summary of Significant Accounting Policies (Continued)

c) Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets
and financial liabilities, introduces new rules for hedge accounting and é 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. 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.

Financial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair
value through net assets/ equity or fair value through surplus 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 i1s measured at fair value through net
assets/ equity if it is held within the management model whose objective is achieved by
both collecting contractual cash flows 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
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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.
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Summary of Significant Accounting Policies (Continued)

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.

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.

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.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the
year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL’) associated
with its financial assets carried at amortized cost and fair value through net assets/equity. The
entity recognizes a loss allowance for such losses at each reporting date. No Critical estimates
and significant judgments made by management in determining the expected credit loss (ECL).
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Summary of Significant Accounting Policies (Continued)
Financial liabilities
Classification

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

d) 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:

» 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 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 Entity.

e) 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.

f) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that
meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit
scheme at the same time that it recognises a liability. The liability for the social benefit scheme
is measured at the best estimate of the cost (the social benefit payments) that the entity will
incur in fulfilling the present obligations represented by the liability.
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Summary of Significant Accounting Policies (Continued)
g) 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 outflow of resources
embodying economic benefits or service potential is remote.

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.

h) Nature and purpose of reserves
The Entity does not create or maintain reserves in terms of specific requirements.
i) 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.

J) Employee benefits — Retirement benefit plans

The Entity 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.
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Summary of Significant Accounting Policies (Continued)
k) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Accounts 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 of creditors, 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.

1) 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.

m) 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 directors, the
CEO and senior managers.

n) 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. 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 surrendered or accounted for at
the end of the financial year.

0) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.
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Summary of Significant Accounting Policies (Continued)
5. Significant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.

State all judgements, estimates and assumptions made e.g.
a) 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 consolidated financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control
of the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140.

b) Useful lives and residual values

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

» The condition of the asset based on the assessment of experts employed by the Entity

» 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
» Availability of funding to replace the asset

» Changes in the market in relation to the asset

¢) Provisions

No Provisions were raised for management to determine an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note 21

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. Notes To The Financial Statements Continued

1. Public contributions and donations

Donation From Development Partners _ - -

Contributions From The Public - -

Total - -

2. Transfers from County Government

vescription ~
| Y%
June.Zu

Transfers from CountyGo - perations ) 85,00000 7 37,500,0 -
Payments By County On Behalf of The Entity - -

Unconditional Development grants - -
Total 85,000,000 37,500,000

3. Fines, penalties and other levies

1)escription

Late Payment Penalties - -

Fines - -

Total - -
4. Interest income

Descri :}f{(’ﬂﬂi g

[nterest Income from Mortgage Loans B -

I[nterest Income From Car Loans - -

Interest Income From Investments in financial assets - -

[nterest Income On Bank Deposits - -

Total Interest Income - -
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Notes to the Financial Statements Continued

5. Other income

Income From Sale Of Tender Documents

Miscellaneous Income

Transfer from County Department

49,655

Total Other Income

49,655

This relates to receipt from rumuruti municipality to aid lease operation cost.

6. Employee Costs

Salaries And Wages

Staff Gratuity

Staff Training Expenses

Social Security Contribution

Other

Total

7. Use of Goods and Services

50,029

‘Bank Charges 34,699 |

Domestic Travel and Subsistence 2,965,600 10,185,750
Fuel, oil and Lubricants 25,423,849 23,441,490
Rental of produced assets 1,390,139 895,500
Rental/Leasing costs 48,564,932 86,617,746
Repairs and maintenance 7,337,049 5,127,819
Security 16,000 67,500
Total 85,732,268 126,385,834
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8. Depreciation and Amortization Expense

Description

ort Plat and quipment -

Intangible Assets - -
Total , = =

9. Finance costs

Description

Interest On Bank Overdrafts - -

Interest On Loans From Banks - -

Total = =

10.Gain/(loss) on disposal of assets

Property, Plant and Equipment - -

Intangible Assets - -

Total - -

11.Gain/ (loss) on Fair Value Investments

CEpLIon

[nvestments at Fair Value- Equity investments

Fair value — Investment property - -
Fair value- other financial assets (specify) - -
Total Gain - -
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12.Cash and cash equivalents

On — Call Deposits - -

Current Account 85,512 1,203,192

Others - -
Total Cash And Cash Equivalents 85,512 1,203,192

Detailed analysis of the cash and cash equivalents are as follows:

a) Current Accout |
ABSA Bank PLC 2041834296 85,512 | 1,203,192
Grand Total 85,512 | 1,203,192

13.Receivables from exchange transactions

R O B T ST YRRy Nt oS S S TN, | KRNI eON

Current Receivables

Balance B/F Transfers from county 17,411,471 17,411,471
Balance B/F -Transfers from Departments 2,047,500 2,047,500
Transfers from County 85,000,000

Transfers Received from county (69,457,072) -

Payment on behalf by Finance Dept (1,425,755)
Total Current Receivables -
Non-Current Receivables
Long Term Loan Repayments Due - -
Total Non- Current Receivables - -

Total Receivables From Exchange Transactions 33,576,144 19,458,971
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Notes to the Financial Statements Continued

Additional disclosure on interest receivable

DeScription

lnterst Receivable -

[nterest receivable from current portion of long-term loans of
previous years . - -

Accrued interest receivable from of long-term loans of
previous years - .
Interest receivable from current portion of long-term loans
issued in the current year = =

Current loan repayments due

Current portion of long-term loans from previous years - -

Accrued principal from long-terms loans from previous
periods - -

Current portion of long-term loans issued in the current year - -

14.Prepayments

Description

Prepaid Rent = :

Prepaid Insurance - -

Prepaid Electricity Costs - -

Other Prepayments (Specify) - -

Total - -

15.Inventories

1ption A EihE : HE
7

Consumable Stores - -

Spare Parts And Meters - -

Catering - -

Other Inventories (Specify) - =

Total Inventories at The Lower of Cost and Net
Realizable Value - -
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Notes to the Financial Statements Continued

16.Investments in financial assets

_a._Investment in Treasury bills and bonds

Financial institution

CBK

CBK

Sub- total

b. Investment with Financial Institutions/ Banks

Bank x

Bank y

Sub- total

¢.  Equity investments (specify)

Equity/ shares in Entity

Sub- total

Grand total

Movement of Equity Investments

At the begiing of the year

Purchase of investments in the year

Sale of investments during the year

deficit

Gain/(loss) in fair value of investments through surplus or

At the end of the year

¢) Shareholding in other entities

Entity A - =

Entity B - =

Entity C - -
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Notes To The Financial Statements (Continued)

17.Property, plant and equipment

i

| AW . | 4 A } o o idis da
At 1% July 23 - - - - -
Additions - : - - .
Disposals - - - - -
Transfers/Adjustments - - - < s
At 30" June 23 - 2 “ = -
At 1* July 24
Additions - = - - R
Disposals o - B s -
Transfer/Adjustments - - - - -
At 30" June 24 - - = " =
Depreciation And Impairment
At 1¥ July 23 - - - 5 =
Depreciation - 2 . - -
Impairment z - - B _
At 30" June 23 - - = - -
At 1** July 24
Depreciation - = c < =
Disposals - E - - -
Impairment - - - - -
Transfer/Adjustment - - - - R
At 30" June 24 - . » 5 -
Net Book Values
At 30" June 23 - . = = 5
At 30" June 2024 - - = - -
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Notes To The Financial Statements (Continued)

18.Intangible assets

At Beginning of The Year = =

Additions % =
At End of The Year - 5
Amortization And Impairment

At Beginning of The Year - s

Amortization - -
At End of The Year - -
Impairment Loss - -
At End of The Year - =
NBV - -

19.Investment Property

T
5.

- Description

At beginning of the year
Additions i} 3

Disposal during the year

[Depreciation

Impairment

Gain/(loss) in fair value (if fair value is elected)

At end of the year
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Notes To The Financial Statements (Continued)

20.Accounts and other payables from exchange transactions

Description

1S KSNS?
Accounts Payables B/F 160,811,508 160,811,508
Refundable Deposits - -
Accrued Expenses - Lease Rental Costs - 13,682,105 -
Other Payables - -
Total Accounts and Other Payables 174,493,613 160,811,508

 PRAMRG A P T  PAT N R S R AT |

Under one year

1-2 years 86,617,746 49.6% 74,193,762 54%
2-3 years 74,193,762 42.5% - %
Over 3 years - - - %
Total (tie to above total) 174,493,613 100% | 160,811,508 100%

21. Provisions

Balance b/f &

Additional provisions -

Provision utilised -

Change due to discount and time value for money

Total provisions year end

Current Provisions

Non-Current Provisions
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Notes To The Financial Statements (Continued)

22.Borrowings

Balance At Beginning of The Period - =

External Borrowings During the Year - -

Domestic Borrowings During the Year - -

Repayments of External Borrowings During = =
the Period

Repayments of Domestics Borrowings During - %
the Period

Balance At End of The Period - -

The table below shows the classification of borrowings into external and domestic borrowings:

External Borrowings

Dollar Denominated Loan From ‘X Organization’ - -

Sterling Pound Denominated Loan From *Y - -
Organization’

Euro Denominated Loan from Z Organization’ - -

Domestic Borrowings - -
Kenya Shilling Loan From KCB - -
Kenya Shilling Loan from Barclays Bank = -

Kenya Shilling Loan from Consolidated Bank - -

Borrowings From Other Government Institutions - -
Total Balance at End of The Year - -

The table below shows the classification of borrowings long-term and current borrowings:

T

14:2023/2024

SDescription ; e

Short Term Borrowings (Current Portion) = -

Long Term Borrowings - -

Total i -
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Notes To The Financial Statements (Continued)

23.Employee benefit obligations

Current Benefit = = - - -
Obligation

Non-Current & - - - -
Benefit Obligation

Total = - - - &

24.Social Benefit Liabilities

Health social benefit scheme B -
Unemployment social benefit scheme - -
Total = =

Current social benefits - -

Non- current social benefits - -

Total (tie to totals above) = -

25.Cash generated from operations.

S

Surplus/ (Deficit) For the Year Before Tax (682,613) (88,885,834)
Adjusted For:

Depreciation - -
Working Capital Adjustments

Increase In Inventory - -
Decrease ( Increase ) In Receivables (14,117,173) 31,446,662
Increase (Decrease) In Payables 13,682,105 60,891,857
Prior Year Adjustment - - (3,709,448)
Net Cash Flow From Operating Activities (1,117,681) (256,763)
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Notes To The Financial Statements (Continued)
26.Related party balances
a) Nature of related party relationships

Entities and other parties related to the Fund include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related
parties include management personnel, their associates and close family members. The
fund/scheme is related to the following entities:

a) The County Government;

b) The Parent County Government Ministry;
c¢) Key management;

d) Fund administration committee; etc.

b) Related party tran

sactions

Description
X ; wShS

70,932,482 65,620,677
Transfers To Related Parties - -

Transfers From Related Parties’

c¢) Key management remuneration

fﬂ,‘-.@‘iﬁ":flig‘:"?{{lgi‘? ' CEp e e e LT
Board Of Trustees - =

Key Management Compensation - -

Total = <

d) Due from related parties

Description

KShs

'Due From Departments | 2,047,500 | 2,047,500
Due From County Government 31,528,644 17,411,471
Total 33,576,144 19,458,971

e) Due to related parties

"Description’

Due To Parent Ministry

Due To County Government
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Due To Key Management Personnel - -
Total - -

27.Contingent assets and contingent liabilities

Bank Guarantees - -

Total - -
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Notes To The Financial Statements (Continued)
28.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 currency. The Fund’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 Fund 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 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 full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks, as well as Accounts 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 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:

Receivables From Exchange i i i
Transactions
?eccwal?les From Non-Exchange 33,576,144 | 33,576,144

ransactions
Bank Balances 85,512 85,512 -
Total 33,661,656 33,661,656 -
At 30 June 2023
Receivables From Exchange i
Transactions B
Recelvat?les From Non-Exchange 19,458.971 19,458,971 )
Transactions
Bank Balances 1,203,192 1,203,192 =
Total 20,662,163 20,662,163 -
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Notes To The Financial Statements (Continued)

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 county executive

The board of trustees sets the Fund’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, who
has 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 Fund 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 eq ual thelr carrymg balances, as the impact of di ountlng is not sngmﬁcant

At 30 June 2024

Accounts Payables

12,141,233

1,540,872

160,811,508

174,493,613

Current Portion Of Borrowings

Provisions

Employee Benefit Obligation

Total

12,141,233

1,540,872

160,811,508

174,493,613

At 30 June 2023

Accounts Payables

9,174,606

9,174,606

142,462,296

160,811,508

Current Portion Of Borrowings

Provisions

Employee Benefit Obligation

Total

9,174,606

9,174,606

142,462,296

160,811,508
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Notes To The Financial Statements (Continued)
¢) Market risk

The board 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 Fund’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.

i.  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 carrying amount of the entity’s foreign currency-denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

| AR B Vi

At 30 June 2024

Financial Assets L - .

Investments k = =

Cash | L - .

Debtors/ Receivables

Liabilities

Accounts And Other Payables = < .

Borrowings - - -

Net Foreign Currency - . =
Asset/(Liability) ‘

The Fund 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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Notes To The Financial Statements (Continued)

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 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.

e T IV R SR TR

(Current FY)

Euro 10% - -
UsD 10% - -
(Comparative FY) - -
Euro 10% - -
usb 10% - -

ii. Interest rate risk

[nterest 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 Fund to cash flow interest rate risk. The interest rate risk exposure 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 to bank with institutions that
offer favourable interest rates.

Sensitivity analysis

The Fund 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. The analysis has been performed on the same basis as the
prior year. Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of comprehensive income if current floating interest rates increase/decrease by one
percentage point as a decrease/increase of Kshs 0(2022: Kshs 0). A rate increase/decrease of
5% would result in a decrease/increase in profit before tax of Kshs 0 (2021 — Kshs0).
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Notes To The Financial Statements (Continued)
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 ¢ A

ey =y p———ryy
PR ¥

Do DA AR RTTE A | b T

Revaluation reserve - -
Revolving fund - -
Accumulated surplus (140,831,954) (140,149,341)
Total funds (140,831,954) (140,149,341)
Total borrowings - -
Less: cash and bank balances (85,512) (1,203,192)
Net debt/(excess cash and cash (85,512) (1,203,192)
equivalents)

Gearing 0.1% 0.1%

29.Events after the reporting period

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

30.Ultimate and Holding Entity

The entity is a County Public Fund established by public finance management (PFM) Act
section 116 under the Department of Finance. Its ultimate parent is the County Government

of Laikipia.

31. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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20. Annexes

Annex I: Progress on Follow Up of Prior Year Auditor’s Recommendations

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

OAG/UERO/LKP-
CNTY/LEASING
FUND/2022-
2023(9)11

[SSue ‘omsAuditor

@Observations fi

Undisclosed Contingent Liabilities

The Fund , under Note 28 on contingent assets and liabilities reflects
a NIL balance for the year under audit. The Laikipia County
Government entered into a contractual agreement for leasing of
equipment and motor vehicles in 2018. Notably, Toyota Kenya had
on June 2018 entered into a five (5) year contractual agreement with
the County government of Laikipia for the for supply of motor
vehicles at a contractual sum of Kshs.429,780,374. Additionally,
Rent Co. East Africa Limited had on June 2018 entered into five (5)
year contractual agreement with the County Government of Laikipia
for the supply of motor vehicles at a contractual sum of
Kshs.635,716,524. However, during the year under review the
contract for Toyota Kenya and Rent Co. East Africa Limited were
terminated and no documents were provided as evidence of the
termination the contracts. Further, it was noted that Toyota Kenya
had sued the County Government of Laikipia for breach of contract
and no Contingent liability was disclosed.

| The Sfund Administration could

not recognize a contingent
liability in the financial
statements because the
possibility of an outflow of
resources  embodying  the
lawsuit potential is remote.
Nothing has come to the
attention of the Administrator
to indicate that the Fund
lawsuir will crystalize to the

disadvantage of the fund.

Resolved N

Inter-Entity Transactions

The statement of financial position reflects receivables from non-
exchange transactions of Kshs.19,458,971 out of which
Kshs.2,047,500 are in respect of inter-entity transactions comprising

This has been noted. However,
Section 116(3) of the Public
Finance management Act 2012
states that the administrator of

Not resolved

2024/25
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[ of payments to other depents in the Laikipia County Executive ;

contrary to Section 116(4) of the Public Finance Management Act,
2012 which states that the Administrator of a County Public Fund
shall ensure that money held in the Fund, including any earnings or
accruals referred to in Subsection (3) is spent only for the purposes
for which the Fund is established.

“Management'comm

a county pubic fun shall
ensure that the earnings of, or
accruals to a county public
Sfund are retained in the fund,
unless the County Executive
Committee member (CECM)
for finance directs otherwise.
The CECM Finance had
authorized all entity
transactions. See annexure 1 —
CECM Letter of authorization.

inter

Resolved)s |

Long Outstanding Debts

The statement of financial position together with Note 20 reflects
Accounts and other payables from exchange transactions of
Kshs.160,811,508 out of which Kshs.74,193,762 relates debt rrears
which has been outstanding for about two years contrary to
Regulation 41(2) of the Public Finance Management (County
Governments) Regulations, 2015 which states that debt service
payments shall be a first charge on the County Revenue Fund and
the Accounting Officer shall ensure this is done to the extent
possible that the County Government does not default on debt
obligations.

In the circumstance, Management was in breach of law.

The accounts payables relate to
the period which the fund has
been sued by Toyota Kenya and
Rentco East Africa Limited.
The fund always has been
compliant with relevant laws
and regulations, and will
continue to do so to ensure that
it remains a going concern.

Not resolved

2025/26
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Unresolved prior year matters

Prior year audit issues remained unresolved as at 30 June,
2023. Management has not provided reasons for the delay in
resolving the prior year audit issues contrary to the
requirements of public sector accounting standards board

reporting guidelines.

gementcomments

The management is committed

towards resolving issues raised
in the Auditor -General's
report as well as other
oversight bodies. The records
in question are available for
review and will be provided as
and when the County Assembly
and the Senate committee
invites the County for the
session.

Notresolved |

Fund Administrator
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Annex II: Inter-Fund Confirmation Letter
To: Chief officer Finance and County Treasury
From: Laikipia County leasing fund

The Office of the Chief officer Finance and County Treasury wishes to confirm the amounts disbursed to you as at 30 June 2024 as indicated in
the table below. Please compare the amounts disbursed to you with the amounts you received and populate the column E in the table below Please

sign an

d stamp this req

7 e T T

uest in the space provided and return it to us.

e g p— Ty

Amount Received by

LCLF
Amounts Disbursed by County Executive (Kshs) as at 30" June 2024 (KShs) as at 30"
June 2024
Differences
(2 (KShs)
(F)=(D-E)
Reference Number Date Disbursed Recurrent (A) Development (B) | Inter—Ministerial Total
(C) ] (D)=(A+B+C)
FT23250MX0GJ 7/9/2023 1,500,000 1,500,000 | 1,500,000 -
FT23250XW465 7/9/2023 2,000,000 2,000,000 | 2,000,000 =
FT232502YHSS8 7/9/2023 2,000,000 2,000,000 | 2,000,000 -
FT23250K5YBP 7/9/2023 2,000,000 2,000,000 | 2,000,000 -
FT23250SHCMG 7/9/2023 2,000,000 2,000,000 | 2,000,000 -
FT23250CMB6J 7/9/2023 2,000,000 2,000,000 | 2,000,000 -
FT232508R2PP 7/9/2023 2,000,000 2,000,000 | 2,000,000 B
FT23250W31B7 7/9/2023 2,000,000 2,000,000 | 2,000,000 -
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FT23250B7126 7/9/2023 2,000,000 2,000,000 2,000,000
FT23250LV5F7 7/9/2023 2,000,000 2,000,000 2,000,000
FT2325000BG2 7/9/2023 2,000,000 2,000,000 2,000,000
FT2325091DT6 7/9/2023 2,000,000 2,000,000 2,000,000
FT23284CX8FP 11/10/2023 1,500,000 1,500,000 1,500,000
FT23342ZP7N7 8/12/2023 21,315,839 21,315,839 21,315,839
FT24026LW0XX 26/1/2024 1,000,000 1,000,000 1,000,000
FT240323J1JY 1/2/2024 2,000,000 2,000,000 2,000,000
FT24046LNQ2Z 15/2/2024 12,141,233 12,141,233 12,141,233
FT24061F9X4B 1/3/2024 2,000,000 2,000,000 2,000,000
FT24061XLS8Y 1/3/2025 2,000,000 2,000,000 2,000,000
FT24110N3ZL1 19/4/2024 2,000,000 2,000,000 2,000,000
FT24110FGBTX 19/4/2024 2,000,000 2,000,000 2,000,000
Total 69,457,072 69,457,072 69,457,072

Head of Accountants department of beneficiary Fund:

Susan Rubia

In confirm that the amounts shown above are correct as of the date indicated.

------------------
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Annex III: Reporting of Climate Relevant Exp

enditures
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Annex IV: Reporting on Disaster Management Expenditure
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