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1. Acronyms and Glossary of Terms

a) Acronyms

BOM Board of Management 1
ICPAK Institute of Certified Public Accountants of Kcn?ya
IPSAS International Public Sector Accounting Standar;s
PFM Public Finance Management

PSASB Public Sector Accounting Standards Board L
Kshs Kenya Shillings \ |
KSG Kenya School of Government

|
|
|
b) Glossary of Terms i

Fiduciary Management T'he key management personnel who had financial responsibility

l
|
|
t
|
|
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2. Key Entity Information and Management

a) Background information

The Lamu C_ounty Fisheries Development Agency was established by an Act of the County
Assembly of |[Lamu|Act No.3, 2015. The Act makes provision for the Fund to enhance access to
loans, fishing fleet /and fisheries inputs, by the fishermen, fish traders, fish tarmers and other
persons involved in the Blue Economy within the County. The Fund is wholly owned by the

County Government of Lamu and is domiciled in Kenya.

The fund objective|is to promote avenues for wealth creation through creation of employment

and enhance the County’s economic development.
b) Principal Activities

The agency sLall be responsible for: -
|

!

> Advising &T County Government of Lamu on policy matters related to the fisheries

devel?pme
> Management of the Fisheries Revolving Fund on behalf of the County Government of
Lamu!.

- wibi . il i - . ; e
> Advising fishing communities on how to maximise the economic returns from fishing

activity and [Promote value addition activities.

> Promote development of new fishery products and Link fishers with local, regional and

international markets.
|
|
|

¢) Fund Administration Committee

‘ ‘i Name | : !ﬁﬁ)ﬂxﬁf‘;;‘,i_vmu;.;,x_‘c)p"ﬂg;;:
5. Hon. Is sa Abdalla Timamy The Governor
2. H.EE. Hon. chphael Munyua Ndungu | Deputy Governor, CECM Climate Change
3. Hon. Mohamed Mbwana Al CECM Finance, Budget, Strategy and Economic
t Planning
4. Hon. éaiz Fa::‘nkupi Abushiri CECM Fisheries, Blue Economy, Livestock and

i
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Desi o) atio) -jf( )

|
}

Co-operative Development

fice |

and Co-operative Development

Mr. Kamalu Sharif Chief Officer Fisheries, Blue Economy, Livestock

d) Key Management Team

|
!
| ‘\?’u')i!‘i'i“tl)':'i?l

Hon. Faiz Fankupi Abushiri
|

Co-operative Development

CECM Fisheries, Blue Econmy, Live

stock and

2 Mr. Kamalu Sharif Chief  Officer Fisheries, Blu? Economy,
Livestock and Co - operative [Dcvech)pment
3 Mr. Mohamed A. Abubakar Director, Accounting Services

¢) Fiduciary Oversight Arrangements

g)

County Government of Lamu,
P.O. Box 74- 80500,

Mokowe, Lamu.
Fund Contacts

Telephone: (254) 715555111/772576122
E-mail: treasury@lamu.go.ke

Website: www.lamu.go.ke.

v

Position |
. 1 Directorate of Accounting Services | Mr. Mohamed A. Abubakar
2 Directorate Internal Audit Mr. David Njoroge
3 County Assembly of Lamu Public Accounts Investment Committee
4. | Kenya Office of Auditor General Office of Auditor General
f) Registered Offices
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]
h) Fund Ii:u[lkcrs

.
Gulf Ai"riéan Be{nk -Lamu Branch
|

|
P.0. Box|191- 80500

Lamu, Kenya.
|
l

i) lndcpendcnt Auditors

Auditor Genera

Office ofifrhe Auditor General

|
Annivcrszilry To‘wers, University Way
P.O. Box }30084‘; GOP 00100

Nairobi, ]j(enyaJ

1) Principal; Legal Adviser
! |

The Altor;ney Gicnerul
State Lam{l Ol‘ﬁcfc
Harambee Aven;ue

P.0. Box 40112 City Square 00200
Nairobi, }|(enya.

|
|
|
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3. Fund Administration Committee

H.E Hon Issa A. Timamy EGH, OGW |
Governor - Lamu County l '

.

H. E Hon Issa A. Timamy EGH, OGW was the first Governor of Lamu upan prmi‘mlgation of
devolution governance system in Kenya in year 2013.He also holds the posil}ion ofiChz\irman of
the Blue Economy Committee of the Council of Governors. H.E Timamy holds Ba(i:hclor of Law

degree from the University of Nairobi. He is an Advocate of the High Court of Kzenya and a
member of Institute of Certified Public Secretaries of Kenya. He previously was ch:airman of the
National Museums of Kenya and held position of board member in sevcr\al pubiic quoted

r : : ] |
companies. The experience in Management has helped the Governor achieve numerous

milestones in Lamu County in the matters of development and service delivery for 1the people of

Kenya.

Vi
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1
|

H.E Hon. Raphael Munyua
Deputy Governor - Lamu County

H.E Hon. R}aphael Munyua is the Deputy Governor for Lamu County and also serve as CECM
|

for Climate ;Change His Excellency holds Bachelor’s degree of commerce in actuarial science
and cunently pmgumg, Master’s degree in strategic management. Prior to his appointment he
worked as CILCM or CECM Health Services, Sanitation and Environment, Credit consultant at

Kenya Commercial Bank (KCB) and Program Manager for Zinduka Africa

Hon. Mohamed Mbw.ma .
(fECM - Finance, Budget, Strategy and Economic Planning

Hon. Mohammed Mbwana Ali is the CECM responsible for Finance, Budget Strategy and
Economic Planhing in the County Government of Lamu. He holds a bachelor (degree) of
Sciences in Development Studies. Prior to his current position as CECM, he was previously a

Lecturer at the Technical university of Mombasa. In 2013 Mohamed worked as the Personal
L |

|

|

With over 15 years of experience, leveraging the unique lessons he learned from the working

Assistant to the Governor of Lamu County.

with the commumt) Mohamed made a seamless transition to the current position of County

|
|
\ ..
; Vil
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|

CEC. He has grown over the years working with Lamu Education Devclopmc;-:nt Foundation
Trust- he has overseen the creation of Village Banks under the Bengi Invesln\]ent Group (BIG)
model in Lamu County, designed and implemented community projects to impmve‘iivelihoods
of the people of Lamu County. He also worked as the government financial ixﬁtermediary

|
managing the Poverty Eradication Fund under the state department of planning and development.

)

Hon. Faiz Fankupi |

C.E.C.M - Fisheries, Blue Economy, Livestock and Cooperatives Develop!ment
i

Hon. Faiz Fankupi holds Bachelor of Education (arts) at Kenyatta Univcrsity in 2613 attaining
Second Class Donors. In 2016, he underwent both courses of Senior Management (?()ursc (SMCQC)
and Strategic Leadership Development Programme (SLDP) at Kenya School of G(;ivernment. In

2017 also, I have undergone a course on Executive Senior Management I’rogr‘}annne at
Administrative Staff College of India (ASCI) in India. He has been appointed z;s CECM
Fisheries, Blue Economy, Livestock and Cooperatives Development and before hisf appointment
he was employed by County Government of Lamu as Youth Coordinator from 201 ‘4 to 2017 and

by 2017 to 2022, he was employed by Kenya Ports Authority (KPA) as a Senior Operation

Assistant

viii
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Mr. Kamalu Sharif
Chief Officer- Fisheries, Blue Economy, Livestock and Cooperatives Development
|
|
Mr. Kamalu Sharif Holds Master in Project Planning and Management at University of Nairobi

|
1
|
[

also has Bachelor{s Degree in Microbiology at Moi University. He holds Certificate in Public
Sector Accou%nting Course and Certificate in Strategic Leadership Development Programme from

the Kenya Schoo] of Government (KSG). Before his appointment as Chief Officer Fisheries,
Blue Econo | y, Livestock and Cooperatives Development he was Director of Fisheries and Blue

Economy at County Government of Lamu.
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4. Management Team

~ Name

Ty T L R A | R 0] k]
- Details of qualifications and gxjierientel

Hon. Faiz Fankupi
C.E.C.M - Fisheries, Blue
Economy, Livestock and
Cooperatives Development

Hon. Faiz Fankupi holds Bachelor of Education (arts) at Kenyatta

University in 2013 attaining Second Class {Donors. In 2016, he

underwent both courses of Senior Managcme;.nt Course (SMC) and
Strategic Leadership Development Programme (SLDP) at Kenya
School of Government. In 2017 also, | have ﬁndcrgonc a course on
Executive Senior Management Programme at Administrative Staff
College of India (ASCI) in India. He has been appointed as CECM
Fisheries, Blue Economy, Livestock and Cooperatives Development
and before his appointment he was employed by Cmihnly Government
of Lamu as Youth Coordinator from 2014 to|2017|and by 2017 to
2022, he was employed by Kenya Ports Autho!rity (KPA) as a Senior

Operation Assistant

Mr. Kamalu Slmrlf
Chief Officer - Fisheries,
Blue Economy, Livestock
and Cooperatives
Development

|
|
Mr. Kamalu Sharif Holds Master in Project Planning ¢ 'and Management
at University of Nairobi also has Bachelor’s Degree i m‘ Microbiology at
Moi University also attain Certificate in Public Séictor Accounting

Leadership Development

|
Ofﬁceir Fisheries, Blue

Course and Certificate in Strategic
Programme. Before his appointment as Chief
Economy, Livestock and Cooperatives Development|he was Director

of Fisheries and Blue Economy at County Government of Lamu.

Mr. Mohamed A. Abubakar

Dircctor Accounting
Services

Mr. Mohamed A. Abubakar holds Master of Business Administration
(MBA) in Finance from University of JKRUAT and bachelor’s degree in
business administration in Finance and Acccfuntiné from Zanzibar
University. He is a member of ICPAK. Befare hl appointment as
Director of Accounting Services he was the head of alcounling service

i
and Head of Financial Reporting Unit. |
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5. Fund Administration Committee Chairperson’s Report

In our pursuit to ianrove on transparency and accountability in public financial management, I
present the 2022/

Agency. The[Lamu County Fisheries Development Agency has and will continue to manage its

023 financial year report for the Lamu County Fisheries Development

- . | . . . ~ g oq sqs . .
finances in accordance with the principles of fiscal responsibility as spelt out in the Public

Finance Mzm%gement Act (2012) and its regulations and other applicable laws.

[n addition, tlhe (;olunty I'reasury will Endeavour to comply with the Lamu County Fisheries

Development Agency Act, 2015. The Lamu County Fisheries Development Agency financial
[

statements for the |financial Year ended 30th June 2023 provide in summary statements of
|

receipts and payments, Assets and Liabilities and Statements of Cash flows.

The Lamu Cbunty Fisheries Development Agency acknowledges His Excellency the Governor
as the (,hau;man of the Blue Economy Committee at the Council of Governors for his

tremendous s‘upport and guidance throughout the year.

Hon. Faiz Fankupi jﬁ\bushiri

County Executive Committee Member

Fisheries, Blue Economy, Livestock and Co - operative Development
County Government of Lamu

|
i }
L
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6. Report of the Fund Administrator
|

On behalf of the committee, it is my pleasure to present Lamu County Fisjhcries'Dcvclopmcnt
Agency financial statements which presents financial performance of the Fm}ld for the year ended
‘ H

June 30, 2023.
Sustainability |

[n our pursuit to improve on transparency and accountability in public financial management, the
Lamu County Fisheries Development Agency has and will continue to manage its finances in
accordance with the principles of fiscal responsibility as spelt out in the Public Finance

Management Act (2012) and its regulations and any other applicable laws on publi(; finance.
Committee and Management Changes

During the year, there were no committee nor management changes.
Review of performance

There was no additional revenue for the Fund. The Fund incurred only bank charges expenses.
!

Future outlook

|

The Fund focus is looking to build a robust and sustainable Fund with a moti‘luated \ivorkforcc and

structures that enhance efficiency and effectiveness in the service dciiveiy. Th;e Fund looks

forward-to continued support from the County Government to the realization of its linandatc.
i
i

" Mr. Kamalu Shariff ’
Chief Officer - Fisheries, Blue Economy, Livestock and Co - operative Development
Fund Administrator
Lamu County Fisheries Development Agency Fund

Xii
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ries Development Agency

T Statemer]'t 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 yca:r, the| accounting officer when preparing financial statements of each County
Government j:LLamu County Fisheries Development Agency Government entities in accordance
with the slan!dards and formats prescribed by the Public Sector Accounting Standards Board
includes a slqttemem of the Lamu County Fisheries Devclopmem Agency’s performance against

prcdetermineid objectives.

To implemenl‘ling and cascading development objectives to specific sectors, all the development
il | 5 . . .
objectives were mTe specific, measurable, achievable, realistic, and time-bound and converted

|
to development outcomes.

|
|

! xiil
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8. Corporate Governance Statement ‘

The Fund
|

The Lamu County Fisheries Development Agency was established by an Act of the County
Assembly of Lamu Act No.3, 2015.The Act makes provisions for the Rcvolviing Fund to enhance
access to loans, fishing fleet and fisheries inputs, by the fishermen, fish lradérs, ﬁs|h farmers and
other persons involved in the fisheries business within the County. To p:romotf: avenues for
wealth creation through creation of employment and enhance the County’s economic

development. The Fund is wholly owned by the County Government of Lamu and is domiciled

in Kenya.

Principal Activities i

. Advising the County Government of Lamu on policy matters related to{ the fisheries
development ‘
|

) )

. Management of the Fisheries Revolving Fund on behalf of the Cmrnty Government of
Lamu |
!
1

. Advising fishing communities on how to maximise the economic returns from fishing

1
. . ., . . . |
activity and Promote value addition activities '
. Promote development of new fishery products and Link fishers with local, regional and

international markets.

The Members of the Fund
|

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

exercise leadership, enterprise, integrity and judgment in directing the Fund. Thci members are
provided with full, appropriate and timely information that enables them to mai:ntain full and
effective control over the strategic, financial, operational and compliance issues. The day-to-day
running of the operations of the Fund is delegated to the Fund administrator. The members are

professional, committed and guided in execution of their duties.

Xiv
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l
Fund Meetings

|
|
|
['he Fund wa;s inactive during the year; hence no major activities took place during the year
|

Al i .
Internal Control a'nd Risk Management
i |

- ;
Internal Control ﬂrzmwwork

| l

' |

S | C ; o N
I'he Fund continues to review its internal control to ensure it maintains a strong and effective

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

No signiﬁcaq’t failings or weaknesses were identified during the FY 2022/2023.

{
Risk Manag’ement
|

The Fund ta%rgct to develop a risk management framework which will guide the Fund in

. op o | .| . . . . . ~ .
identifying, alsscssmg, and managing the risks and prescribe mitigating measures of all the risks

both external land internal is facing the Fund.
! |

| |

| 1}

Management Team
L
|

- l | . w ; : .
'he management téam headed by the Fund Administrator implements the committee decisions
i

ithrou;:h action plans. The team meets regularly to review these action plans to

ensure that lh!e Fund’s objectives are achieved effectively and efticiently.

and policies

Auditor

The Fund is auditeJ by the Auditor-General.

1, XV
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9. Management Discussion and Analysis

The Lamu County Fisheries Development Agency was established by aniAct of the County
Assembly of Lamu Act No.3, 2015.The Act makes provisions for the establishment of the Lamu
County Fisheries Development Agency and make provision for the Revolvihg Fu1i1d to enhance
access to loans, fishing fleet and fisheries inputs, by the fishermen, fish lradérs, fish farmers and
other persons involved in the fisheries business within the County. To promote avenues for

wealth creation through creation of employment and enhance the County’s economic

development.
|

XVi
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]

10. Environmental and Sustainability Reporting

}

Below is a brief highlight of our achievements in environmental and sustainability

|

.
Sustalﬁnabilfty strategy and profile
| |
\
The l%,amu iCounty Fisheries Development Agency was established by an Act of the
Counfy AssJ;mbly of Lamu Act No.3, 2015 of the County Assembly of Lamu. This Act
has put in blace good governance structure. The Fund is independent. It has a fund

admiqistrator and an independent fund administration committee.
J
Envir-onme) tal performance

Efforts are rnade to manage biodiversity, waste management to reduce environmental

impac:l of community.
.
Employee welfare
|
Et’t’orL;s are I?]’ddﬁ in improving skills and managing careers, appraisal and reward systems

and ensure cl-ompliance with Occupational Safety and Health Act 0o 2007, (OSHA).

Cﬂmr:nuniq Engagements-

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

2022/%2023. |

;
[
|
|
|

XVii
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|

1. Report of the Board

The Fund Administration committee submits their report together with the audited financial

statements for the year ended June 30, 2023 which show the state of the Fund affairs.

l

Principal activities |

The purpose of the Fund is to promote avenues for wealth creation tihrough creation of

employment and enhance the County’s economic development.

Results

1
wn

The results of the Fund for the year ended June 30, 2022 are set out on page 1

Fund (Key Management) |

|

The members of the Fund who served during the year are shown on page vii + xi.

|

1

Auditors

|
|
The Auditor General is responsible for the statutory audit of the Fund in acc+rdancb with Article
229 of the Constitution of Kenya and the Public Audit Act, 2015. Twsteeﬁ subm|il their report
together with the audited financial statements for the year ended June 30, 2?23 which show the

state of the Fund affairs.

By Order of the Board . g

—
Hon. Faiz Fankupi Abushiri
County Executive Committee Member
Fisheries, Blue Economy, Livestock and Co - operative Development
County Government of Lamu

XViil
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12. Statement of Management’s Responsibilities

Sections 163(164 alnd 165 of the Public Finance Management Act, 2012 requires that, at the

Section 167 of thil’ubﬁc Finance Management Act, 2012 requires that, at the end of each

financial year, the

the Fund

dministrator of a County Public Fund shall prepare financial statements for

in| accordance with the standards and formats prescribed by the Public Sector

Accounting Standards Board.

The Adminis'trator »f the County Public 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 aftairs of the

Fund for anc{ as at| the end of the financial year ended on June 30, 2023. This responsibility

includes:

(i)

(i)

(iii)

(iv)

v)

(vi)

|
]
i

M’aintzur ing adequate financial management arrangements and ensuring that these

LOHUI’ILIC to be eftective throughout the reporting period;

Miaintairring proper accounting records, which disclose with reasonable accuracy at

[ . . .. .
any time the financial position of the Fund;

D(fesignir g, implementing and maintaining internal controls relevant to the
pr[eparut}on and fair presentation of the financial statements, and ensuring that they
are free Trom material misstatements, whether due to error or fraud;

|
Saltug:,umdmgj the assets of the Fund;

|

Se‘lcclinL and applying appropriate accounting policies; and
i .
|

Making accounting estimates that are reasonable in the circumstances.

The Administrator of the Lamu County Fisheries Development Agency 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 fl’ublié Sector Accounting Standards (IPSAS), and in the manner required by the

PFM Act, 2012. The Administrator of the Fund is of the opinion that the Fund’s financial

|
i
|

| ‘ XIX
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|

statements give a true and fair view of the state of Fund’s transactions durinl‘_g the ﬂnancial year
ended June 30, 2023 and of the Fund’s financial position as at that datc.z 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 wcl} as the adequacy of
the systems of internal financial control. |
J

In preparing the financial statements, the Administrator of the Lamu County Fisheries
Development Agency has assessed the Fund’s ability to continue as a ‘goingj concern and
disclosed, as applicable, matters relating to the use of going concern basis of preparation of the
financial statements. 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.

l

Approval of the financial statements

The Fund s financial statements were approved by the Board on 5t ScptemLer 201-23 and signed

on its behalf by:

Mz Kamalu Shariff

Chief Officer - Fisheries, Blue Economy, Livestock and Co - operative Development
Fund Administrator
Lamu County Fisheries Development Agency Fund

XX
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability dob ot

REPORT OF THE AUDITOR-GENERAL ON LAMU COUNTY FISHERIES
DEVELOPMENT AGENCY FOR THE YEAR ENDED 30 JUNE, 2023

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

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

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure 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, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance 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 Lamu County Fisheries
Development Agency set out on pages 1 to 30, which comprise of the statement of

Report of the Auditor-General on Lamu County Fisheries Development Agency for the year ended 30 June, 2023



financial position as at 30 June, 2023 and the statement of financial performance,
statement of cash flows, statement of changes in net assets and the 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 effects of the matter discussed in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Lamu County Fisheries Development Agency as at
30 June, 2023 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 the Public Finance Management Act, 2012 and the Lamu County Fisheries
Development Act, 2015.

Basis for Qualified Opinion
Undisclosed Receivables from Exchange Transactions

The statement of financial position and Note 13 to the financial statements reflects nil
balance in respect of receivables from exchange transactions. However, and as
previously reported, the Agency purchased one hundred and fifteen (115) boat engines
at a cost of Kshs.25,760,000 and issued them to fishermen on loan basis during the
financial year 2015/2016. The last loan repayment of Kshs.1,780,550 by the beneficiaries
was made in August, 2017. As a result, loans amounting to Kshs.23,979,450 remained
outstanding as at 30 June, 2023 and the balance was not disclosed in the financial
statements. Further, Management did not put in place strategies to recover the
outstanding loans as required under Section 14(2) of the Lamu County Fisheries
Development Act, 2015 which states that defaulters shall have their collateral auctioned
for recovery of the money after six months.

In the circumstances, the accuracy of the nil receivables balance reflected in the
statement of financial position could not be confirmed.

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

Emphasis of Matter
Budgetary Control and Performance

During the year under review, the Agency had an approved expenditure budget of
Kshs.2,774,131. However, the Agency did not utilize the budgeted amount. Failure to
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absorb the budgeted amount may have impacted negatively on service delivery to the
residents of Lamu County.

My opinion is however, not modified in respect of this matter.

Key Audit Matters

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

Other Matter
Prior Year Audit Matters

Several issues were raised in the Auditor-General's report for 2021/2022 financial year.
However, the issues were not resolved and Management did not take any action to
address the recommendations on the prior year audit issues.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Failure to Appoint Board of Management

The County Government did not put in a place a Board to manage the affairs of the
Agency as outlined in Section 5 of the Lamu County Fisheries Development Act, 2015
which states that the management of the Agency shall be vested in the Board which shall
consist of (a) a chairperson appointed by the Governor and approved by County
Executive Committee Member for the time being responsible for fisheries or his
representative; (b) the County Chief Officer in charge of fisheries as the Secretary to the
Board; (c) the County Director of Fisheries shall oversee the day to-day operations of the
Board; (d ) Chairperson of the Beach Management Units Network for Lamu County
appointed by County Executive Committee Member of the time being; (e) Chairperson of
the Fisher Co-operative Networks of Lamu East and Lamu West Sub-counties; and (f)
two women one from Lamu East and Lamu West.

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

2. Idle Funds

The statement of financial position and Note 12 to the financial statements reflects a cash
and cash equivalents balance of Kshs.2,767,651. Review of the financial statements and
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bank statements revealed that bank charges during the year were Kshs.6,468. The
balance in the account remained idle since 2017 and the Agency continued to incur losses
in form of bank charges.

In the circumstances, it was not possible to confirm whether public funds allocated to the
Agency were utilized in an effective manner.

The audit was conducted in accordance with ISSAI 4000. The standard requires 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 are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

Lack of a Risk Management Policy

During the year under review, the Agency did not have a risk management policy. This
was contrary to Regulation 158(1)(a) and (b) of the Public Finance Management (County
Governments) Regulations, 2015 which requires the Accounting Officer to develop risk
management strategies, which include fraud prevention mechanism and internal control
that builds robust business operations.

In the circumstances, it was not possible to confirm existence of effective risk
management systems and strategies in the Agency.

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 control, 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 Management and the Board

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

In preparing the financial statements, Management is responsible for assessing the
Agency’s ability to continue to sustain services, disclosing as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Agency or 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 are
in compliance with the authorities which govern them and that public resources are
applied in an effective way.

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

Auditor-General’s Responsibilities for the Audit

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

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

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

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

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

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

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

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

e Perform such other procedures as | consider necessary in the circumstances.
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| communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

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

FCPA Nancy , CBS
AUDITOR-GENERAL

Nairobi

18 January, 2024
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14. Statement of Financial Performance for the Year Ended 30™ June 20

|
|
1
Ifs

Revenue From Non-Exchange

Transactions

Public Contributions and Donations 1 - -

Transfers From the County Government p) . =

Fines, Penalties and Other Levies 3 - R

Revenue From Exchange Transactions

Interest Income 4 - =

Other Income S 2,1 55| | -
2,155 : -

Total Revenue 2,155 ; _

Expenses |

Employee Costs 6 . | -

Use of goods and services 7 6.480 i 6,468

Depreciation and Amortization Expense 8 - ' 5

Finance Costs 9 . i .

Total Expenses 6,480 6,468

Other Gains/Losses

Gain/Loss on Disposal of Assets 10 « -

Gain /Loss on fair value of investments 11 . - 3

Surplus/(Deficit) for the Period (4,325) ; (6,468)

|
(The notes set out-on pages 8 to 35 form an integral part of these F. inancial Statements)

"\ 5
LSS

Chief Qﬂﬁ‘cér Fisheries Director Accounting Seryices |
Name: Kamalu Sharif Name: CPA Mohamed Abbas Abubakar
Fund Administrator ICPAK Member No: 23585

|
|
|
|
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15. Statement of F

Assets !

nancial Position as at 30" June 2023

Current Assets

Cash and Cash Equivalents 12 2,767,651 2,771,976

Current I’ort:ion of] Long- Term Receivables From 13

exchange transactions : =

Prepayments 14 = -

Inventories 15 = -

Investments|in financial assets 16 - -

Total current assets 2,767,651 2,771,976

Non-Current Assets

Property, Plant and Equipment 17 2 -

Intangible Assets 18 = -

Long Term ;Recci\;ablcs from Exchange Transactions 13 N =

Investment |Property 19 - ]

Total non- éurrer}t assets - -

Total Assets 2,767,651 2,771,976
|

Liabilities |

Current Lié\bilitiq;s

Trade and ()lhe1 P ayables from Exchange Transactions 20

Current Portion of Borrowings 21 - -

Employee Benetit Obligations 22 - -

Social benefit liabilities 23 - -

Total current liabilities = =

Non-Current Liabilities

Long Term Portion of Borrowings 21 5 -

Non-Current Employee Benefit Obligation 22 - .

Social benefit liabilities 23 . .

Total Liabilities

|
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Net Assets 2,767,651 2,771,976
Revolving Fund 2,784,840 2.,784.840
Reserves L -
Accumulated Surplus (17,189) (12,864)
Total Net Assets and Liabilities 2,767,651 2,771,976

i
The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The Lamu County Fisheries Development Agency financial
statements were approved on 15" September 2023 and signed by:

N ;

Chief Oﬁlcel quhel ics Director Accounting Seriviccs i
Name: Kamalu Sharif Name: CPA Mohamed Abbas Abubakar
Fund Administrator ICPAK Member No: 23585
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16. Statement of Changes in Net Assets for the year ended 30" June 2023

[.amu | Revaluation

\ CC luulﬂu(fn- o
| Total

' |
——Chief Officer Fishe

|
County | Ve L urplus .
Description 3 [isheries: [ T ! TERN ‘ :
| Development Kshs Kshs | Kshs

Vh | VR SR | PR and S| BTN t 2 e dar i
Balance As At 1s4 July 2021 2,784,840 (6 396) 2,778,444
Surplus/(Deficit) For the Period - (6,468) (6,468

Funds Received During the Year - - -
Transters - - -
Revaluation|Gain - - -
Balance As At 30 June 2022 2,784,840 (12,864) | 2,771,976
Balance As At 1 July 2022 2,784,840 (12,864) | 2,771,976
Surplus/(Deficit) Hor the Period . (4,325) (4,325)
Funds Recei',ved During the Year - - -
Transters - - -
Revaluation|Gain - - -
Balance As At 30| June 2023 2,784,840 (17,189) | 2,767,651

—

ries

Name: Kamalu Sharif

Fund Adminlistrat)r

Director Accounting Services
Name: CPA Mohamed Abbas Abubakar
ICPAK Member No: 23585
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17. Statement of Cash Flows for the Year Ended 30™ June 2023

Cash flows from operating activities

Receipts |

Public Contributions and Donations

Transfers From the County Government

Fines, Penalties and Other Levies

Interest Income

N|E|[W || -
1
1

2,155 -
Total receipts 2,155 -
Payments

Other Income

Employee Costs 6 | - =
6,480 6,468

(4,325) (6,468)
|

Use of goods and services

R= [N |

Finance Costs

[\%)
h

Net cash flows from operating activities

Cash flows from investing activities

Purchase of property, plant, equipment and Intangible
assets = =

Proceeds from sale of property, plant & equipment | - -

Proceeds from loan principal repayments | - -

Loan disbursements paid out

Net cash flows used in investing activities

Cash flows from financing activities

Proceeds from revolving fund receipts

|-
l
!

Net cash flows used in financing activities i E -
Net increase/(decrease) in cash & cash equivalents | (4,325) (6,468)
Cash and cash equivalents at | July 21771976 2,778,444
Cash and cash cquwalcntﬂ at 30 June 2,’767,651 2,771,976

X\

Chief Officer Fisheries Director Accounting Services
Name: Kamalu Sharif Name: CPA Mohamed Abbas Abubakar
Fund Administrator ICPAK Member No: 23585
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18. Statement of Comparison of Budget and Actual Amounts for The Period

B e a b C=(atb)— d e=(c-d) d/c*100
Revenue

Balance brought forward 2,771,976 - 2,771,976 2.771.976 - 100
Other income - 2125 2,155 2,155 100
Total Income 2,771,976 2,155 2,774,131 2,774,131 = 100
Expenses

Employee Costs - - - - -

Use of goods and services 2,771,976 2,155 2.774,131 6.480 2,767,651 0.23
Depreciation and Amortization Expense = - - - -

Finance Costs

Total Expenditure 2,771,976 2:155 2,774,131 6,480 2,167,651 023

Surplus For the Period

Capital expenditure

NOTE: Kshs.2,155 is indicated as use of goods and services but is part of other income

Budget notes

1. The fund had no operations during the financial year 2022/2023
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|
19. Notes to the Financial Statements

1. General Information 1

\

The Lamu County Fisheries Development Agency was established by an A’ct of the County
Assembly of Lamu Act No.3, 2015.The Act makes provisions for the estthshment of the
Lamu County Fisheries Development Agency and make provision for the Revolving Fund to
enhance access to loans, fishing fleet and fisheries inputs, by the fishermen,' fish traders, fish
farmers and other persons involved in the fisheries business within the COLLI‘II)’ To promote

avenues for wealth creation through creation of employment and enhance the County’s

is domiciled in Kenya.

economic development. The Fund is wholly owned by the County Governnient of Lamu and
L

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

]=Fund. The

presented in Kenya shillings, which is the functional and reporting currency 1ofthe
accounting policies have been consistently applied to all the years presented. The financial
statements have been prepared on the basis of historical cost, unless s'tatcE otherwise. The
cash flow statement is prepared using the direct method. The ﬁnancia*tl 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 2023

IPSAS 41: Financial Applicahle: 18 January 2023

Instruments The objective of IPSAS 41 is to establish principles for the financial
reporting of financial assets and liabilities that will prese%t relevant
and useful information to users of financial stat:mcnls! for their
assessment of the amounts, timing and uncertainty of an entity’s

future cash flows.
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s

L A | date and impact

IPS
information than IPSAS 29, by:

oA i 4b - a2 b e AL b o e S

Edes users of financial statements with more useful
« Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset’s
cash flows and the objective for which the asset is held;

« Applying a single forward-looking expected credit loss
model that is applicable to all financial instruments subject to
impairment testing; and

« Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the guidance.

The model develops a strong link between an entity’s risk

management strategies and the accounting treatment for

i
! | instruments held as part of the risk management strategy.
|
|

IPSAS 142: Social | Applicable: 1*" January 2023

Benefits The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a
reporting entity provides in its financial statements about social
benefits. The information provided should help users of the financial
statements and general-purpose financial reports assess:

i (a) The nature of such social benefits provided by the entity;

(b) The key features of the operation of those social benefit schemes;
and '
(c) The impact of such social benefits provided on the entity’s
financial performance, financial position and cash flows.

Amendm?ents to | Applicable: 1* January 2023

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

resulting from l!PSAS components of borrowing costs which were inadvertently

41, Finandal omitted when IPSAS 41 was issued.

lnstrumcI:ns Q b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted
when IPSAS 41 was issued.

| ¢) Amendments to IPSAS 30, to update the guidance for
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Effective d 1

~ Standard 1

- and impact :
accounting for financial guarantee conlrals which were
inadvertently omitted when IPSAS 41 was iss{ued. ‘

Amendments to IPSAS 33, to update the guidand;c on classifying
financial instruments on initial adoption of accrl:tal basis IPSAS

which were inadvertently omitted when IPSAS 41 was issued.
i ‘

Other improvements | Applicable 1 January 2023 [ |
to IPSAS o [PSAS 22 Disclosure of Financial Information alboul Il%e General
Government Sector. ! ‘
Amendments to refer to the latest System of Nationai ACCO:UHtS (SNA
2008).
e [PSAS 39: Employee Benefits
Now deletes the term composite social security benefits as it is no
longer defined in IPSAS.
e IPSAS 29: Financial instruments: Rccognitrion and

Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 41 which is applicable from 1 Janua%y 2023.

(ii) New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2023.

Standard | - Effective date and impact:

IPSAS 43 Applicable I January 2025

The standard sets out the principles for the recognition,

measurement, presentation, and disclosure of lcases( The objective
is to ensure that lessees and lessors provide relevant information in
a manner that faithfully represents those transactimILS. This
|

information gives a basis for users of financial statenents lto assess
the effect that leases have on the financial posjtion, kmancial
performance and cashflows of entity.
The new standard requires entities to recognise; measure and
present information on right of use assets and lease liabilities.

IPSAS  44:  Non- | Applicable 1I*' January 2025
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§ ‘Standard
| St o2 :

: Effective date and impact:
Current Assets| Held | The Standard reqlires, S

for = Sale and | Assets that meet the criteria to be classified as held for sale to be
Discontinued measured at the lower of carrying amount and fair value less costs
Operations to sell and the depreciation of such 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.

(iii) Early adoption of standards

The Lamu County Fisheries Development Agency did not early — adopt any new or amended

standards in the{financial year.
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2. Significant Accounting Policies
a) Revenue recognition ‘
i. Revenue from non-exchange transactions
Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
l
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 bcj:ncﬁls 'or service
potential related to the asset will flow to the Lamu County Fisheries Dcve‘jopmchl Agency
and can be measured reliably. “ |
I
I

ii. Revenue from exchange transactions

Interest income I
1

Interest income is accrued using the effective yield method. The el‘fcctlvei leld!dlSCOLll]tS
estimated future cash receipts through the expected life of the financial ass!et to that asset’s
net carrying amount. The method applies this yield to the principal outstanding to determine

interest income each period.

|

Dividends |
i
|

Dividends or similar distributions must be recognized when the shareholder’s or|the Lamu

County Fisheries Development Agency’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 2022/2023 was approved by the County /\sscmblly on June 2022.

Subsequent revisions or additional appropriations were made to the approved lbudget in

accordance with specific approvals from the appropriate authorities.| The ;additional




Lamu CLunty Fisheries Development Agency 3
Annual Report and Financial Statements For the year ended 30" June 2023

appropriations are added to the original budget by the Lamu County Fisheries Development

Agency upon receiving the respective approvals in order to conclude the final budget.
l

The Lamu County Fisheries Development Agency’s budget is prepared on a ditferent basis to

|
the actual income and expenditure disclosed in the financial statements. The financial
a

statements are prepared on accrual basis using a classification based on the nature of expenses

|
in the stalcmcm of financial performance, whereas the budget is prepared on a cash basis. The
|
|
amounts in the iflnancm] 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 afld 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 tbrldiﬂ'crinccs in the formats and classification schemes adopted for the presentation of
|

the t'manéial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement
i | . . g :
of comparison of budget and actual amounts and the actuals as per the statement of financial

|

: | . - - i
performance has been presented under section 18 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

. | e . s .
the items, When significant parts of property, plant and equipment are required to be replaced

at inlcrv%ls, th!: Lamu County Fisheries Development Agency recognizes such parts as

individual assetfs with specific useful lives and depreciates them accordingly. Likewise, when

a major i spectionz 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-éxchanﬁge transaction for nil or nominal consideration the asset is initially measured

at its fair value.|
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|

d) Intangible Assets

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

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

Following initial recognition, intangible assets are carried at cost less any accumulated
o , . .| :

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,

e) Investment property [ i
L

Investment properties are measured initially at cost, including transaction coi‘sts. TIH‘G carrying
amount includes the replacement cost of components of an existing invcslmcﬂﬂt prop‘crty at the
time that cost is incurred if the recognition criteria are met and excludes the costs iofday-to-
day maintenance of an investment property. Investment property acquired throui‘gh a non-
exchange transaction is measured at its fair value at the date of acquisiLtion. Investment
properties are derecognized either when they have been disposed of or wthn the investment
property is permanently withdrawn from use and no future economic béncﬁt I_pr service
potential is expected from its disposal. The difference between the net dischsal pro!cccds and
the carrying amount of the asset is recognized in the surplus or deficit in the pcriiod of de-

recognition. }

i
f) Financial instruments i
1

|

IPSAS 41 addresses the classification, measurement and de-recognition of ﬁnanFiaI assets
and financial liabilities, introduces new rules for hedge accounting and a jnew irinpairment
model for financial assets. The Lamu County Fisheries Development Agency dnc% not have
any hedge relationships and therefore the new hedge accounting rules have po impact on the
Company’s financial statements.. A financial instrument is any contract that givc‘!s rise to a

financial asset of one Lamu County Fisheries Development Agency and a financial liability

or equity instrument of another Lamu County Fisheries Development Agency.| At initial
recognition, the Lamu County Fisheries Development Agency measures a financial asset or

financial liability at its fair value plus or minus, in the case of a financial asset of financial
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liability pot 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.

Fimm(:ia1 assets
Ct‘m.nc ition of financial assets

|
The Lamu County Fisheries Development Agency 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 Lamu County Fisheries Development

Agency’s munaL’emcnt model for financial assets and the contractual cash flow characteristics

of the ﬁngncial sset. A financial asset is measured at amortized cost when the financial asset
is held within a management model whose objective is to hold financial assets in order to
collect contractual cash flows and the contractual terms of the financial asset give rise on
specified| dates|to cash flows that are solely payments of principal and interest on the

principal outstanding. A financial asset is measured at fair value through net assets/ equity if

it is held within the management model whose objective is achieved by both collecting

contractual cashflows and selling financial assets and the contractual terms of the financial

asset give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding. A financial asset shall be measured at fair value
through surplus| or deficit unless it is measured at amortized cost or fair value through net

|
assets/ equity uLIess an Lamu County Fisheries Development Agency has made irrevocable
election at initial recognition for particular investments in equity instruments.

| |

1

bubstquent mcasuremcnt

‘ |
.

Based on the bflsiness model and the cash flow characteristics, the Lamu County Fisheries

Development Agency classifies its financial assets into amortized cost or fair value categories
| \

for financial insLIruments. Movements in fair value are presented in either surplus or deficit or

through net assets/ equity subject to certain criteria being met.
Amortized cost
1

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
I
I

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



|
!
i

Lamu County Fisheries Development Agency - |

Annual Report and Financial Statements For the year ended 30™ June 2023
\

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.
[ i
: . |
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' prihcipal and
interest, are measured at fair value through net assets/ equity. Movcmcnts?; in the carrying
amount are taken through net assets, except for the recognition of impairmcnit 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 i
i

Financial assets that do not mect the criteria for amortized cost or fair value through net

assets/ equity are measured at fair value through surplus or deficit. A busin"ess model where
the Lamu County Fisheries Development Agency 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

|
|
i
1
!

; : : - | :
Trade and other receivables are recognized at fair values less allowances for ?ny uncollectible
' 1
f— . : . l. . | 4
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 Lamu County Fisheries Development Agency assesses, on a forward-looking| basis, the

expected credit loss (‘ECL’) associated with its financial assets carried at alTortized cost and

fair value through net assets/equity. The Lamu County Fisheries Development Agency

recognizes a loss allowance for such losses at each reporting date. Critical estimates and

significant judgments made by management in determining the expected credit loss (ECL) .
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e

Significant Accounting Policies (Continued)

Financial liabilities
|

e il

Classification !
! |
i

The Lum“u County Fisheries Development Agency classifies its liabilities as subsequently

measured at amPrlizcd cost except for financial liabilities measured through profit or loss.

g) llllvcntories
I

lnventor)l} 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
|

. Pl s, s . ¢t s
mventoryi 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:
|

NN | |

> 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

l
borroiwing ciosls

il rech

After initial recpgnition, inventory is measured at the lower of cost and net realizable value.
| |

I’Iowcvcr'r to the extent that a class of inventory is distributed or deployed at no charge or for

a nominél chm‘,gc, 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 Lamu County
| |

Fisheries Development Agency.
|
‘ |
h) Provisions
g

|
Provisions are recognized when the Lamu County Fisheries Development Agency has a

resent obligation (legal or constructive) as a result of a past event, it is probable that an
p £ g p

outflow of resources embodying economic benefits or service potential will be required to
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settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Lamu County Fisheries Development Agency expects some or all/of a provision to
g : : | L. s
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.

|
i) Social Benefits |

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

Social benefits are cash transfers provided to i) specific individuals and / or households that
society as a whole. The Lamu County Fisheries Development Agency rcéogniscs a social
benefit as an expense for the social benefit scheme at the same time that it rec%ogniscs a
liability. The liability for the social benefit scheme is measured at the best cstimfale of the
cost (the social benefit payments) that the Lamu County Fisheries Dcveloancnt /\gfgcncy will
incur in fulfilling the present obligations represented by the liability. i
|
1)) Contingent liabilities

The Lamu County Fisheries Development Agency does not recognize a coPtinge?t 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 Lamu County Fisheries Development Agency does not recognize a contingent asset, but

discloses details of a possible asset whose existence is contingent on the occurren]cc or non-
occurrence of one or more uncertain future events not wholly within the control oﬂ the Lamu
County Fisheries Development Agency in the notes to the financial statements. (onntingent
|
: e e s
assets are assessed continually to ensure that developments are appropriately reflected in the
1 ‘!
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 t\hc change

occurs.
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k) Nature and purpose of reserves

I'he Lamu County Fisheries Development Agency has no reserves.
i

1) C‘lmngc; in accounting policies and estimates

The Lamu County Fisheries Development Agency recognizes the effects of changes in
accounting policy retrospectively. The effects of changes in accounting policy are applied

|
prospectii\/ely if[retrospective application is impractical.

|

m) Employee benefits — Retirement benefit plans

|
The Lamu County Fisheries Development Agency has no retirement benefits for its
employees and Lircctors. Defined contribution plans are pbst-cmployment benefit plans under
which alT Lamu County Fisheries Development Agency pays fixed contributions into a
separate Lamu County Fisheries Development Agency (a fund) and will have no legal or

L Lo . - e
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
|

contribut‘ions to fund obligations for the payment of retirement benefits are charged against

income ilj the year in which they become payable.

Defined :beneﬁt plans are post-employment benefit plans other than defined-contribution
plans. 'l‘lLe defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increasedi future contributions on proportional basis to all participating employers. The

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

|

[, 1
n) F,orengn{currcncy transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the ;transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange rate on
that dlate. Exchaingc differences arising from the settlement of creditors, or from the reporting
of creditors at lrates 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.

|
\
i
;




Lamu County Fisheries Development Agency i \
Annual Report and Financial Statements For the year ended 30™ June 2023
|

0) 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. Capitalizallion ceases when

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

financial performance. |

1
i

) Related parties

\
The Lamu County Fisheries Development Agency regards a related party ds a person or an

entity with the ability to exert control individually or jointly, or to exercise significant
influence over the Lamu County Fisheries Development Agency, or vice versa. Members of

| \
key management are regarded as related parties and comprise the directog"s. theECEO and

|

senior managers.

q) Cash and cash equivalents

|
|
|

|
Cash and cash equivalents comprise cash on hand and cash at bank, shon-i{erm d’eposns on

call and highly liquid investments with an original maturity of three months (Jpr less, which are
readily convertible to known amounts of cash and are subject to insigniﬁcan‘t risk of changes
in value. Bank account balances include amounts held at the Central Bank jof Ker;lya and at
various commercial banks at the end of the financial year. For the purposes ofthcs;e financial
statements, cash and cash equivalents also include short term cash imprestsjand advances to

authorised public officers and/or institutions which were not surrendered or accounted for at

the end of the financial year.

r) Comparative figures |
. P ! i
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

5. Significant judgments and sources of estimation uncertainty 1

|
The preparation of the Lamu County Fisheries Development Agency's financial statements in
1
conformity with IPSAS requires management to make judgments, estimates jand assumptions

that affect the reported amounts of revenues, expenses, assets and liabilities, and the

19
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disclosure of cantingent 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 da&e, 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

Lamu County |Fisheries Development Agency based its assumptions and estimates on
| : = .
paramcteﬁrs 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 Lamu County Fisheries

|
l ! , ; :
Development Agency. 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

1

inform potential future use and value from disposal:

> The onditi])n of the asset based on the assessment of experts employed by the Lamu

C0un|ty Fisheries Development Agency

» The nature of the asset, its susceptibility and adaptability to changes in technology and
] t
processes

» The nature qfthe processes in which the asset is deployed
1

» Availability of funding to replace the asset
» Changes in the market in relation to the asset

|

¢) Provisions |

No Provisions were raised.

t

; 20
|
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6. Notes to the Financial Statements

1. Public contributions and donations

2022-2023

escription

NS

Total -

2. Transfers from County Government

2022-2023
escription
h

Total -

3. Fines, penalties and other levies

2022-2023

Total -

4. Interest income

Total Interest Income -

5.  Other income

Cash deposit 2,155.00

Total Other Income 2,155.00

6.  Employee Costs

Total -

21
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9

Use (lf Goods and Services

Bank Charges 6,479.60 6,468.00
Total 6,479.60 6,468.00

8. | Depreciation and Amortization Expense

2021-2022

Description

| ,, = TO| : RN K = =

|
9. Jquncecosts

f [ 2021-2022
| ;.l:.'\;l_| :-ig‘;i[r)lv [ / ; | ‘ 'A-,‘ ; :
& , okt U 2 ARl | L SRS i AL

| Total - -

|
11. ;Guin/ loss) on Fair Value Investments
[ : | 2022220237 2021-2022
‘ Description i; S ies ' =

| “ .. Total Gain | B ‘ - X

T
'

12. lCash and cash equivalents

[

e Cription
AShS

Current Account 2,767,651 2,771,976
Total Ciash And Cash Equivalents 2,767,651 2,771,976

1
[}

Lol ] .
Detailed analysis of the cash and cash equivalents are as follows:
Co

22
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[
|

’

financial Institution ccount numbée
|
|

a Current Account i
Gulf African Bank 0570005001 2,767,651 2,771,976
Grand Total 2,767,651 2,771,976

13. Receivables from exchange transactions

Description

Total Receivables From Exchange Transactions

14. Prepayments

Description

Total - -

15. Inventories ’

Description

Total Inventories at The Lower of Cost and Net ‘ ,
Realizable Value 1
i

16. Investments in financial assets

Description

Grand total

23
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17. Property, piant and equipment

At 15 July 2021 . " .
Additions = '
Disposals . = - i
At 30™ June 2022 . = - .
At 15" July 2022
Additions - . . =
Disposals % = R -
At 30™ June 2023 - - . - -
Depreciation And Impairment
At 1% July 2021 . - = - .
Depreciation - - - - -
Impairment / - - - = =
At 30™ June 2022 - - - - -
At 15! July 2022
Depreciation ‘ . - - - -
Disposals - - . . <
At 30™ June 2023 - . - - -
Net Book Values
At 30" June 2022 - . ” s -
At 30™ June 2023 . . . - -

24
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18. Intangible assets

19. Investment Property J

Description

At end of the year

20. Trade and other payables from exchange transactions

022-2023

JesCripiiorn Ty P
ASNS

Total Trade and Other Payables

21. Provisions

’ Leave {
Description _provision |- provision
3 B — - - T(: - Da— i
b | Kshs | [ shs

alance At The End 1
of The Year - - - - | N
|

22. Borrowings \

2022-2023

escription
¢ 7 I
SIS

Balance At End of The Period

23. Employee benefit obligations

Kshs Kshs Kshs Kshs Kshs

Total

23
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24. Social|Benefit Liabilities

Descl H]Tg)' (10N

Toti'\l (tie to totals above)

|
25. {Cash Lencrated from operations
20212022

<Shs.

LAY s

Description

Surplus) Dcm:it) For the Year Before Tax (4,325)
Adjusted For:
Depreciation 5 2

(6.468)

Amortization - -

Gains/ Losses On Disposal Of Assets - -

Interest Income u -

Finance Cost - -

Working Capital Adjustments
Increase In Inventory . .

Increase In Receivables - -

Increase In Payébles : =
Net Cash Flow|From Operating Activities (4,325) (6,468)

l 26
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Notes to the Financial Statements (Continued)
1. 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 ﬁnaj'fncial decisions.

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

The fund/scheme is related to the following entities: |
a)
b)
c)
d)

The County Government;
The Parent County Government Ministry;
Key management;

Board of Trustees; etc.

2. Financial risk management

The Fund’s activities have no expose it to a variety of financial risks including credit and

liquidity risks and effects of changes in foreign currency. The Funli’s 0\}&@1'21!] risk

management programme focuses on unpredictability of changes in the busin
and secks to minimise the potential adverse effect of such risks on its perfor
acceptable levels of risk. The Fund does not hedge any risks and has in

ensure that credit is only extended to customers with an established credit his
The Fund’s financial risk management objectives and policies are detailed be
a) Credit risk

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

pay amounts in full when due. Credit risk arises from cash and cash equivalg

tory.

low:

ess environment

mance by setting

| e
place policies to

|

|
|
|

will bc% unable to

nts, and deposits

with banks, as well as trade and other receivables and available-fq

investments. Management assesses the credit quality of each customer, taking into

financial position, past experience and other factors. Individual risk limits

internal or external assessment in accordance with limits set by the directors.

27
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Notes to the Financial Statements (Continued)

b) Liquidity risk management

Ultimate Erespoqsibilily for liquidity risk management rests with the Fund Administrator, who
has built}un up:bropriu[c liquidity risk management framework for the management of the
Lamu C(})unly léishcrics Development Agency’s short, medium and long-term funding and
liquidity | management requirements. The Lamu County Fisheries Development Agency

manages liquidity risk through continuous monitoring of forecasts and actual cash flows.
¢) MarkKket risk

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

the Lamu Counky Fisheries Development Agency 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 foreiFn exchange rates which will affect the Lamu County Fisheries Development
|

Agency’s income or the value of its holding of financial instruments. The objective of market

. | . . . .

risk managem%nt is to manage and control market risk exposures within acceptable
i J e e o . A

parameters, Whlﬂt’. optimising the return. Overall responsibility for managing market risk rests

with the Audit and Risk Management Committee.

|
|
|

i.  Foreign currency risk
r

The Lam]"u County Fisheries Development Agency has no transactional CUITENCy exposures.

[ - . : y
Such exposure arises through purchases of goods and services that are done in currencies
|

other than the l]ocal 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.
:
ii. Interest rate risk

Interest rate rislxj: is the risk that the Lamu County Fisheries Development Agency’s financial
J |

condition may be adversely affected because of changes in interest rate levels. The Lamu

County Fisheries Development Agency’s interest rate risk arises from bank deposits. This

‘v ‘ s
exposes the Fund to cash flow interest rate risk.

]
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Notes to the Financial Statements (Continued)

T
23
|
4

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 r

has endeavoured to bank with institutions that offer favourable interest rates.
d) Capital risk management.

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

continue as a going concern. The Lamu County Fisheries Development

structure comprises of the following funds:

l

2022-2023° |

Description

Kshs

Revaluation reserve

sk, management

1

Fund’s' ability to

Agency capital

20202022

N ey o
Kshs;

Revolving fund 2,784,840 2,778,440.00
Accumulated surplus (17,189) :(6,468.00)
Total funds 2,767,651 2,771,972.00
Total borrowings - =
Less: cash and bank balances (2,767,651) (2,771,972.00)

Net debt/(excess cash and cash equivalents)

Gearing

3. Events after the reporting period

There were no material adjusting and non- adjusting events after the rcportiné perio

4. Ultimate and Holding Lamu County Fisheries Development Agency

The Lamu County Fisheries Development Agency was established by an
Assembly of Lamu Act No.3, 2015 under the Ministry of fisheries. Its ultin

County Government of Lamu.
5. Currency

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

29
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20. Annexes

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

The foll«Twing is the summary of issues raised by the external auditor, and management

comments that were provided to the auditor.

D afn A 2 N
Relerence INO.

n the
'II

audit

Ssue
Dbservations

‘rom Auditor

Management
comments

Status:

(Resolved.

YOI

Resolved)

(Put a date

expect the i

limetrame
whern you
> [0 be

eSO

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

2.0 Non-Disclosure | The Management Not FY 2023/2024
of Debtors in the | will take necessary | Resolve
Financial action
Statement
3.0 Lack of a Risk | The Managementis |  Not FY 2023/2024
Management in the process to| Resolve
| Policy prepare
S

Chief Officer - Fisheries, Blue Economy, Livestock and Co - operative Development

Fund Adt

inistrator

Lamu County Fisheries Development Agency Fund
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Annex II: Inter-Fund Confirmation Letter

THE COUNTY GOVERNMENT OF LAMU
Finance, Strategy & Economic Planning
COUNTY TREASURY

Telephone: +254-715555111/772576122 LAMU COUNTY
E-mail: treasury@lamu.go.ke P.O. Box 74-80500
LAMU

Lamu County Fisheries Development Agency
P.O Box 74 — 80500,
Lamu County, Mokowe.

The Lamu County Treasury wishes to confirm the amounts disbursed to you as at 30™ June 2023 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 and stamp this
request in the space provided and return it to us.

~ Confirmation of amounts received by Lamu County Fisheries Development Agency as at 30t June2023 ;
Amounts Disbursed by Lamu County Treasury (Kshs) as at 30t Amount Received by Lamu
June 2023 County Fisheries Development
Agency As at 30" June 2023 | Differences
Reference Date Recurrent Development Inter— Total (E) (KShs)
Number ——Disbursed- (A) (B)- ——Ministerial{CQ) { ®)=AB+C{ —— — —(F)=(D-E) |
Total [ V

In confirm that the amouhts shown above are correct.as of thecd;i\te,ingi\icated. e o e

Fund Administrator;~ | A7 &7 A\ ) N | / w
Name UL ANE VAL 20 N Sign S eececeenas Date . K5A7./202%
1 i o '

|
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No expenditure on climate relevant

Projec Project | Project

Name Description |~ " Objectives

| Source Of | Implementing
|+ Funds
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Annex IV: Reporting on Disaster Management Expenditure

No expenditure on disaster management during the year.

Column Column

Lolumn

Comments




