
REPI-IBt,IC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

Enhancing A cc ountab i I ity

REPORT

OF

THE AUDITOR-GENERAL

ON

KISUMU LAKEFRONT DEVELOPMENT
CORPORATION

FOR THE YEAR ENDED
30 JUNE,2O23

PARL
OF

IAMENT
KENYA

AIi.YLIB R

t



LAI(

B,ilffNr.r:o
FT

KISUMU I-AI(EFRONT DEVELOPMENT CORPORATION

ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR rHE .ltil}.rrf Lf EAR ENDED

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

-f, l--
I

a I
4
I t

a
\

:.)
,:'.



KIS UMU LA KE F RONT D E VE LO PM E NT CORPORATI ON
Annual Rep ort and Financial Statements for the year ended June 30, 2023

1.. Acronyms and Glossary of Terms....... .'...... lll

2. Key Entity lnformation and Management............... .....'.......iv

3. Board of Trustees/ Fund Administration Committee (Or Any Other Corporate Governance

Body for The Fund).....

Management Team...........

Report of The Fund Administrator

Statement of Performance Against the County Fund's Predetermined Objectives

Corporate Governance Statement.....

Management Discussion and Analysis..

Environmental and Sustainability Reporting

Report of The Trustees

Statement of Management's Responsibilities............

Report of The lndependent Auditor on the Financial Statements for Kisumu Lakefront

Development Corporation

Statement of Financial Performance for the Year Ended 30th June 2023...'.."......'.... 1

Statement of Financial Position As At 30 June 2023..... ......................2

Statement Of Changes in Net Assets for the year ended 30'h June 2023...................3

Statement of Cash Flows forThe Year Ended 30 June2023..... .....'.....4

Statement Of Comparison Of Budget And Actual Amounts For The Period................5

Notes to the Financial Statements

Annexes....... ....'.........'29

X4.

6.

7.

B.

o

10

11

12

13

x t

.xv

xvi

xvii

XVIII

14

15

16

17

18

'19

20



KISUMU LAKEFRONT DEVELOPMENT CORPORATION
Annual Report and l'inancial Statements for the year ended June 30, 2023

1. Acronyms and Glossary of Terms

a) Acronyms

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

Board of Management

Institute of Certified Public Accountants of Kenya

lntemational Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings
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KISUMU LAKE FRONT DEVELOPMENT CORPORATION
Annual Rep ort and Financial Statements for the year ended June 30, 2023

2. Key Entity Information and Management

a) Background information

. The Kisumu Lakefront Development Corporation was established on August 3r, zozr in

accordance with the sections S (r), z (e), 6 (3), 3o (r) (r), 3r ofthe County Governments Act,

zorz and section t46 of the Public Finance Management Act, 2012 and sections z of the

Kisumu County Lakefront Development Act No. 4 of zozr of the Counfy Assembly of Kisumu.

It is headed by the Board of Directors being the heads of the Member Institutions that establish

it. The Member institutions as per the Act are the County Government of Kisumu, The trustees

of Nyanza Club, the Lake Basin Development Authority (LBDA) the Kenya Ports Authority

(KPA), the Kenya Railways Corporation (KRC), and the Kisumu County Chapter of the Kenya

National Chamber of Commerce and Industry (KNCCI- Kisumu).

b) Principal Activities

The principal activity/mission/ mandate of the Corporation is Lakefront Development and to
develop and manage all Lakefront economic, environmental and social activities by;

. Creating a masterplan for the Lakefront

ii. Developing a policy framework for investments and cooperation.

iii. Mobilizing funds for development and maintenance of lakefront facilities.

The FOUR sustainable operation pillars:

i. Infrastructure Operations which include the execution of the Promenade and related
works.

ii. Maritime Business and Trade Operations will focus on the development of businesses
and trade.

iii. Environment Operations will focus on creating a hospitable environment.

iv. Support Services are to be provided through project management of the implementation of
Kisumu-local, physical and land use development plan. Investment attraction and promotion
within the County of Kisumu.

Vision

A lake city with a transformed waterfront that is economically inclusive and environmentally
sustainable

Mission

lv



KISUMU LAKEFRONT DEVELOPMENT CORPORATION
Annual Report and Financial Statements for the year ended June 30, 2023

We are committed to creating equity and prosperity through strategic development, investment,
innovative ideas and strong partnership to accelerate Kisumu's socio-economic diversification
and global integration for sustainable development.

Core Values

c)

I

2
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d) Key Management team

The Kisumu Lakefront Development Corporation Day to day management is under the

following key persons;

Fund Administrator

We treat our constituents, partners and each other with respect

We are committed to honesty and integrity

We create a culture of excellence in everything we do

We are good stewards of our resources

We set the standard for leadership in economic development

We believe economic prosperity and

Our competitiveness starts with equity for all.

Board of Trustees/Fund Administration Committee

During the period under review the membership of the Board of Directors constituted of

-George Ogol

Chief Officer Wilson Abiero

Fund Accountant lrticia Awuor
L.__

ls Director Communication &Marketing Alice Odera

Patrick Obora Okoth
-1

1

I Chairman of the Board FCPA Edward Ouko

2 Secretary to the Board/CEO Abala M. Wanga

3 Director/Member Dr. Raymond Omollo

4 Ms. Milly Omido rep. prory of Philip MaingaDirector/Member

5 Director/Member Captain William Ruto rep. proxy of Amb. John
Mwangemi

6 Eng. Israel AginaDirector/ Member

7 Fund Administrator George Ogol

Human Resource & Team Lead

Ilcf Position Narne
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e) Fiduciary OversightArrangements

1 Directorate Internal Audit

i Cor.rry e.."mbly of Kisumu

Senate Assembly

f) Registered Offices

Prosperity Building
P.O. Box 2738-4oroo
9rH Floor -Wing A
Kisumu, Kenya

Mr. Geoffrey Dienya

Hon. Elisha Oraro

Hon. Prof.Tom Ojienda

h) Fund Bankers

Equity Bank Supreme
P.O Box 2989-4oroo,
Kisumu
Branch

i) tndependentAuditors

Auditor General
Office of the Auditor Ceneral
Anniversary Towers, University Way
P.O. Box 30084
GPO 00r00
Nairobi, Kenya

j) Principal Legal Adviser

The Attorney General
State Law Office
Haram bee Avenue
P.O. Box 401 l2
Ciry Square 00200
Nairobi, Kenya
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g) Fund Contacts

E-mail: info@kisumulakefront.co.ke, chairman@kisumulakefront.co.ke
Website : wwwkisumulakfront development.co.ke



KIS UMU LAKE FRONT DEVELOPMENT CORPORATION
Annual rt and Financial Statements for the ended June 30,2023

k) County Attorney

IDRIS OMONDI
County Government of Kisumu.
P.O. Box z7}8-4oroo
9rH Floor -Wing A
Kisumu, Kenya
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KISUMU LAKEFRONT DEVELOPMENT CORPORATION
Annual Re ort and Financial Statements for the year ended June 30, 2023

3. FUND ADMINISTRATION COMMITTEE

The Board of Directors duri the financial ar consisted ofr

Edward Ouko- Chairperson

Date of Birth: Born on 14 October 1954

He holds a Bachelor in Commerce Degree (Hons) in Finance and
Accounting from The University of Nairobi (UoN). A Fellow
Member of the Institute of Certified PublicAccountants of Kenya
(FCPA) and Fellow Member of the Institute of Chartered
Accountants of England and Wales (FACCA) and is a co-opted
Council Member of the Institute representing Africa.

Mr. George Owino Ogol-Fund Administrator

Date of Birth: Born on 2nd October 1970

He holds Bachelors in Commerce Degree, Marketing (Hons),
Masters in Business Administration (M.B.A - Finance Option)
both from the University of Nairobi (UoN) and a PhD (Finance

option) from Jomo Kenyatta College of Agriculture and
Technolory.

Abala Michael Wanga- Director/Member

Date of Birth: Born on SrH August 1969

A holder of Diploma in Health and Medicai science from the
Kenya Medical Training College, Bachelor in Law LLB (hons)

from Kampala International University and Master of Business
Administration (MBA) focused in Competitive Stratery on Stake
Holders Management on implementation of Universal
Healthcare from Strathmore University.

vl ll

FCPA Edward Ouko was appointed the Chairman of the board to
the Kisumu Lakefront Development Corporation (KLDC)
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KIS UMU LAKEFRONT DEVELOPMENT CORPORATION
Annual Re ort and Financial Statements tbr the year ended June 30, 2023

Attorney Edris Nicholas Omondi

A holder of a bachelor's degree in Law LLB (hons) from -
Karmatak University (India), a Post graduate Diploma in Law
from the Kenya School of Law. Also, a Bachelors of Commerce
from Karmatak University and Diploma in Computer
Applications from Manipal Institute of Computer Education.

s
;Jq

Eng. lsrael Agina -Director/Member

Date of Birth: Born on 2nd June, 1955

A German trained Engineer, and holds a Diploma in Business
Management from Helsinki School of Economics.

Philip Mainga-Director/Member

Date of Birth: Born on 22'd October 1978

A holder in Masters Economics and Masters project planning
and Management from the University of Nairobi (UoN).

tx
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Date of Birth: Born on 2"d October 1985



KISUMU LAKEFRONT DEVELOPMENT CORPORATION
Annual Report and Financial Statements for the year ended June 30, 2023

4. MANAGEMENTTEAM

The management during the financial year consisted of:

Mr. George Owino Ogol-Fund Administrator

Date of Birth: Born on z'd October r97o

He holds Bachelors in Commerce Degree, Marketing (Hons),
Masters in Business Administration (M.B.A - Finance Option)
both from the University of Nairobi (UoN) and a PhD (Finance
option) from Jomo Kenyatta College of Agriculture and
Technology.

Ms. Leticia Awuor- Accountant Offrcer.

Date of Birth: Born on z^d October r98r

A CPA K' finalist, And Bachelor's degree in commerce finance
option from Catholic University.
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KIS UM U LA K E F RONT D E VE LOPM ENT CO RPO RATIO N
Annual Report and Financial Statements for the year ended June 30, 2023

4.Board/Fund Chairperson's Report

It is my pleasure to present the Kisumu Lakefront Development Corporation (KLDC) financial
statements for the period ended 3os June 2022. The financial statements present the financial
performance of the corporation over the past financial year.

Sustainability

The Corporation and its Stakeholders are increasingly emphasizing on the need to ensure
sustainability for both its Residence and its management and financing capabilities with an
objective of ensuring that the funds shall be mobilized resources for its mandate inter alia;
Lakefront Development and Investment promotion.

The fund has conducted a basic assessment of available options for feasible financing tools
that would assure the fund of its long-term sustainability. The fund has reviewed its current
resource mobilization strategies and proposed feasible sustainability financing options.

We are positive the fund will help Stabilise the management and realization of its mandate in
the coming financial year, hence stabilise the Economy.

Review of performance

Income
The corporation received funding amounting to KShs. lo,ooo,ooo/= from the County
Government and Donations/Sponsorships

Expenditures
There expenditures incurred during the year amounted to KShs 9,995,878 f =

Appreciation
I take this opportunity to express my sincere gratitude and appreciation to the stakeholders,
management and staff for their continued support which made us achieves these results.

I look forward for your continued support in the year zozzfzoz3.

Signed

Mr. Edward Ouko
Chairperson to the KLDC board

xl
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KIS A M TJ LA KE FRON T DE VE LO PM E NT CORPO RATI ON
Annual Report and Financial Statements for the year ended June 30, 2023

5. Report of The Managing Director

It is my pleasure to present the Kisumu Lakefront Developm_ent Corporation (KLDC) financial

statemenis for the year ended 3otr, June 2023. The financial statements present the financial
performance of the fund over the past year.

Financial Performance

a) Revenue

In the year ended 3oth June zoz3, the fund had projected revenues of KShszO,Ooo ,ooo f =

b) Loans

During the financial year ended 3os June 2023 there were no loan acquired by the fund

Prioryear adjustments

During the Financial year ended there were no prior year adjustments.

Conclusion

Fy zozzfzoz3 was a good year in general. Good progress was made-and the momentum has been

created io 
"niblu 

Kisumu bounty-ihrough Kisumu iakefront Development Corporation (KLDC)

cohtinue on a trajectory into prosperity.

I take this opportunity to thank the management committee for their support. I would also want

to thank atf itaff who we have worked hand in hand to ensure that Kisumu County through
Kisumu Lakefront Development Corporation (KLDC) achieve its mission.

Signed

Mr. George Owino Ogol.
Chief Executive Oflicer

Kisumu Lakefr ont Devclopment Corporation
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KIS UM U LA K E FRONT D EVE LO P M E NT CO RPO RATION
Annual Report and Financial Statements for the year ended June 30, 2023

6. Statement of Performance Against the Corporation's Predetermined Objectives

Introduction

Section $q (z) (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 ofthe county government
entity's performance against predetermined objectives.

The key objectives of the Kisumu Lakefront Development Corporation (KLDC):

(a) create a master plan for lakefront development;

(b) develop policy framework for investment and cooperation along the lakefront;

(c) mobilize for funds for the development and maintenance of the lakefront facilities;

(d)approve land allocation(s) and development plans at the lakefront in consultation with the
National lands Commission.

(e)To have a sustainable lakefront economic, industrial, social and technological
development.

(f) To carry out infrastructural development along the Lakefront.

(g) To improve, develop and expand Maritime services.

(h)To carry out Environment conservation.

. 
(i) To carry out trade and investment.

0) fo promote Partnerships.

(k)To promote cooperation.

(l) To enhance peaceful coexistence.

(m) To promote peaceful settlement of disputes.

(n)To enhance intergenerational equity.

(o)To support and promote the growth of Industries and

(p)Development in Kisumu County and the Country at large.

(q)To set-up firms inclusive aII relevant development programs, sustainability elements,
technological advancements not limited but inclusive of all investments.

(r) To create and manage investments for effective business and industries.

(s) To create avenues for investors' access to capital to enable them build their businesses.

xl ll
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Progress on attainment of Strategic development objectives

Below we provide the progress on attaining the stated objectives:

In F"f zz/zg
KLDC 5 Year
Project
Operations
approved.

Cargo Facility
Launched at
Kisumu
International
Airport.

Project
created
approved

Plan
and

Lakefront 5 Year
project operation
plan approved by
the Board of
Directors

To create a

master plan for
lakefront
development

Project at
Preliminary
Due Diligence
phase

Joint Venture
with united
Green Invest

Signatory to
the Lake
Victoria Blue
Economy
Initiative

Held
stakeholder
engagement
meetings with
Kenya Maritime
Authority

Developed a

work plan for
Stakeholder
engagement in
Biue Economy
sector

To promote
Partnerships

eventSide
Held

Mobilized funds
for side event

Held a successful
Side event at the
9th Edition
Africities
Summit

mobilize for
funds for the
development
and
maintenance of
the lakefront
facilities

Kisumu
Lakefront
Development
Corporation

xrv

(t) To create and manage project develoPment'

(u)To perform all the activities incidental thereto for the purposes of achieving the objectives

of the PARTIES in the Joint Venture.

Prograru Ob-icctivc Outcome lndicator Performance

To perform all
the activities
incidental
thereto for the
purposes of
achieving the
objectives of the
PARTIES in the
Joint Venture.

Joint venture
signed
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7. CORPORATE GOVERNANCE S'TATEMENT

THEFUND
The Corporation was established on August 3t, 2ozr in accordance with the sections S (r), z
(e), 6 (S), 3o (r) (r),3r ofthe County Governments Act, 2012 and section 146 ofthe Public
Finance Management Act, zo:.z and sections z of the Kisumu County Lakefront Development
Act No. 4 of zozr of the County Assembly of Kisumu for investment promotion and lakefront
planning and development.

The Corporation is committed in ensuring compliance with regulatory and supervisory
corporate governance requirements. Essential to the establishment of a corporate governance
framework, the fund is a formal governance structure with the management committee. The
operations of the Corporation are governed by the KLDC ACI, zozr of the Kisumu County
Government published on rZh September, zozr. The structure is designed to ensure an
informed decision-making process based on accurate reporting to the board.

THE MANAGEMENT COMMITTEE
The Act provides that the Board of Directors shall be made up of seven (7) members. The
Board is responsible for the long-term strategic direction of the fund and recruitment of the
Corporation's Administration and senior management.

The Board is provided with full, appropriate and timely information that enables it to maintain
full and effective control over the strategic, financial, operational and compliance issues. 'Ihe
day-to-day running of the operations ofthe Corporation is delegated to the Managing Director
but the Board is responsible for establishing and maintaining the fund's system of internal
controls for the realization of its mandate of providing financia-l support.

COMMITTEE MEETINGS
The Board does not meet regularly because there are no funds to monitor the implementation
of the Corporation strategic plan and achievement of the targets.

IN'I'ERNAI, CONTROL AND RISK MANAGL,NIEN'I'

Internal Control
The Board is responsible for reviewing the effectiveness ofthe Corporation's system ofinternal
control which is designed to provide reasonable, but not absolute, assurance regarding the
safeguarding of assets against unauthorized use or disposition and the maintenance ofproper
accounting records and the reliability of financial information used within the business or for
publication. These controls are designed to manage rather than eliminate the risk of failure
to achieve business objectives due to circumstances which may reasonably be foreseen and
can only provide reasonable and not absolute assurance against material misstatement or loss.

Auditor

The fund is audited by the Auditor-General and special audit from treasury

xv
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8. MANAGEMENT DISCUSSION AND ANALYSIS

The corporation has continued to provide enabling support in lakefront planning and
management.

The corporation's activities expose it to a variety offinancial risks including credit and liquidity
risks and effects of changes in foreign currency. The Corporation'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 management has ensured that we comply with statutory requirements relating to the
functions of the fund and also making sure that statutory deductions are remitted on time to
avoid incurring penalties and interests for non-compliance.

BUSINESS PF]R-FORMANCE

Revenue

The fund earned revenues amounting to KShs. ro,ooo,ooo from the County Government and
credit interests.

. Cash flows
The cash and cash equivalents were 37,645 as at 3oth June zoz3. The balance shown is at the

(Equity Bank)

OPERATIONAL PERFORMAN C I]

The corporation's core operating activity has been setting up of its office, formal engagement
through recruitment of its Pioneer staff, creating masterplan and marketing itself as an
investment promotion agency.

Conclusion

We appreciate the unrelenting support from the Corporation's Board of Directors,
management, staff, the County Government, National government and all the key
stakeholders. We look forward to the continued partnerships and cooperation in areas of
mutual interest in the FY 2o2g/2o24.

xvt
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9. REPORT OFDIRXCTORS.

The committee submit their report together with the audited financial statements for the year
ended June 3om zoz3 which show the state of the corporation's affairs.

Results

The results of the Fund for the year ended June 3oth zo23 are set out on pages 11 to 36.

Auditors

The Auditor General is responsible for the statutory audit of the corporation in accordance
with Article zz9 of the Constitution of Kenya and the public Audit Acizor5.

By Order of the Committee

The accounting policies and explanatory notes to these financial statements form an integral
part of the financial statements. The entity financial statements were approved on 3irn
September zozg and signed by:

Signed

Mr. George Owino Ogol.
Chief Executive Officer

Kisumu Lakefr ont Development Corporation

xvl I
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REPORT OF THE AUDITOR.GENERAL ON KISUMU LAKEFRONT DEVELOPMENT
CORPORATION FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

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

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

Disclaimer of Opinion

I have audited the accompanying financial statements of Kisumu Lakefront Development
Corporation set out on pages 1 to 30, which comprise the statement of financial position
as at 30 June,2023, and the statement of financial performance, statement of changes
in net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and

IT]YTt:{

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Managemenl Ad, 2012 and the Public Audit Act, 201 5. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Report of the Auditor-Generol on Kisumu Lakefront Development Corporationfor the year ended j0 June, 2023



other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015.

I do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Understated Transfers from County Executive

The statement of financial performance reflects an amount of Kshs.10,000,000 in respect
to amount received from the County Executive of Kisumu during the year. However,
records maintained by the County Government show that an amount of Kshs.15,700,000
was transferred to the Corporation. The amounts received were not supported by receipts
in the Corporation's bank accounts as no account details were provided. Further, no
explanation was provided for the variance of Kshs.5,700,000 and the amount has not
been accounted for.

Reporl of the Auditor-General on Kisumu Lakefront Development Corporationfor the year ended 30 June, 2023
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ln the circumstances, the accuracy of transfers from County Government could not be
confirmed.

2. Unsupported Bank Accountand Transactions

The statement of financial position reflects an amount of Kshs.37,645 in respect of cash
and cash equivalents, being the bank balance as at year end. Further, the financial
statements are prepared in the name of Kisumu Lakefront Development Corporation,
while the bank account is in the name of Kisumu Lakefront Development Limited, which,
as perthe CR12 from the Business Registration Service dated 11 March, 2024is a private
company owned by fifteen ('15) individuals, twelve (12) of whom own 1000 shares each,
two (2) own 2000 shares each and one (1) owns 3000 shares of the company that was
incorporated on 24 October, 2019. Records maintained by the company indicate that it
has received an amount of Kshs.27,536,000 of public money from Kisumu County
Government in the last two years. Lakefront Development Corporation was created by an
Act of the County Assembly of Kisumu on 17 September,2021.

Further, review of the information on key entity information and management indicate that
five (5) of the directors of Kisumu Lakefront Development Corporation, were also directors
and shareholders of Kisumu Lakefront Development Limited.

However, Management did not provide details of the relationship between the private
company that received the public money from the county and how the payments made
out of the funds were done on behalf of the public corporation.

ln the circumstances, the regularity of the transactions disclosed in these financial
statements could not be confirmed.

3. Unsupported Staff Costs

The statement of financial performance reflects an amount of Kshs.6,030,102 in respect
to staff costs. However, records provided indicate the Corporation paid an amount of



Kshs.6,441,426 during the year resulting to unreconciled variance of Kshs.411,324.
Further, payroll records provided for audil showed that the Corporation had between eight
(8) and nine (9) employees during the year. The ledgers provided for audit showed that
the salaries were paid in five tranches. Two of the tranches were paid in
December, 2022,luto others were paid in April, 2023, while the last amount was paid in
May, 2023. ln addition, the amounts paid in the five tranches varied between
Kshs.495,000 to Kshs.1 ,712,319. However, the terms of engagement for the staff were
not provided for audit review. Although the amounts were indicated to have been net of
tax, which was deducted at 30% of the gross pay, no tax returns were noted to have been
made in respect of the deducted amounts.

ln the circumstances, the accuracy, completeness and validity of the expenditure on staff
costs could not be confirmed.

4. Lack ofan Approved Budget

The statement of comparison of budget and actual amounts indicates that the Corporation
had total revenue and expenditure of Kshs.10,000,000 and Kshs.9,995,878, respectively.
However, Management did not provide an approved budget for the year under review.

Further, the transfers from the County Government of Kisumu of Kshs.10,000,000,
comprising of 100% of the Corporation's revenue was made from the appropriated funds
of County Government of Kisumu, contrary to Regulation 200(1)(d) of Public'Finance
Management (County Governments) Regulations, 2015, which requires that a county
corporation should not be financed wholly or substantially from sources which require
annual appropriation by County Assembly, or imposition of tax, levy or other charge under
legislation.

ln the circumstances, the regularity of the budget performance of the Corporation could
not be confirmed.

5. lnaccuracies in the Financial Statements

The statement of cash flows reflects cash and cash equivalents balance of Kshs.33,523
as at 1 July,2022 while the 202112022 financial statements reflects a closing balance of
Kshs.1,523 resulting to unexplained and unreconciled variance of Kshs.32,000.

Further, the statement of financial position reflects balance brought down of Kshs.33,523
while the comparative balance and 202112022 financial statements reflects balance
carried forward of Kshs.1,523 resulting to unexplained and unreconciled variance of
Kshs.32,000

ln addition, the statement of changes in net assets reflects accumulated surplus balance
as at 30 June,2022 of Kshs.33,523 instead of Kshs.1,523. Also, the statement reflects
total accumulated surplus balance as at 30 June, 2023 of Kshs.37,645 while a
re-computation gives Kshs.5,645 resulting to a variance of Kshs.32,000. ln addition, the
statement does not include total balances in the totals column.

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

Report of the Auditor-Ceneral on Kisumu Lakefront Development Corporationfor the year ended 30 June, 2023
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6. Unsupported Ownership of the Corporation

Kisumu County Lakefront Development Act, 2021 states that the Corporation was
established on 17 September,2021 as a Special Purpose Vehicle (SPV), to develop and
manage economic and social activities of the lakefront, mobilize resources and for
opportunity connection purposes. However, the certificate of incorporation provided for
audit review indicates that on 24 October,2019, Kisumu Lakefront Development Limited
was incorporated under the Companies Act, 2015 as a private limited company.

ln addition, Section 4.1 of Kisumu County Lakefront Development Acl,2O2l states that
the Corporation has authorized share capital of Kshs.100,000 divided into one thousand
ordinary shares of Kshs.100 each with the County Government of Kisumu holding ninety
percent (90%) of the shares. However, the ownership of the 10% shareholding have not
been disclosed and the share certificates for the Corporation's shareholders were not
provided for audit review.

A search at Business Registration Service dated 11 March, 2024 revealed that Kisumu
Lakefront Development Corporation does not exist, but instead, a Company in the name
of Kisumu Lakefront Development Limited, a private limited company, with a shareholding
of 100,000 shares exists. Even though the private company is the one that received the
funding from the County Government, Management did not provide documentary
information or evidence to show how the two entities are related.

Further, the Memorandum and Articles of Association of the SPV indicating the terms of
agreement was not provided for audit review.

ln the circumstances, the Corporation's structures, powers and legal requirements could
not be confirmed and this may lead to loss of public funds.

7. Unsupported Appointment of Board of Directors

The annual report and financial statements of the Corporation under key entity information
and management indicates six (6) Board Members and five (5) Members of key
management in office in the period under review. However, the recruitment and selection
documents, and the appointment letters for the Management were not provided for audit
review.

ln addition, Section 6.1(b) of the Act states that Chief Executive Officer (CEO) is
appointed by the Governor of County Government of Kisumu, which contradicts Section
12(2) of the same Act, which states that the Managing Director would be appointed by
the Board of Directors through a competitive process. The CEO is defined in the financial
statements as a Fund Administrator.

Further, the appointment letters and minutes of shareholders meetings supporting the
appointment of Board Members as required by Section 6.1 of the Act, which requires
seven (7) members of the Board of Directors, four (4) appointed by the County
Government of Kisumu and three (3) by shareholders amongst themselves were not
provided for audit.

ln the circumstances, the regularity of the appointment of Board and staff in office could
not be ascertained.

Report of the Auditor-General on Kisumu Lakefront Development Corporationfor the year ended 30 June, 2023
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

I do not express a conclusion on the laMulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Disclaimer of Opinion section of my report, I have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

I do not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the Public Audit Act, 2015. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit conclusion.

Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Corporations ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
the County Government is aware of the intention to terminate the Corporation 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.

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

Those charged with governance are responsible for overseeing the Corporation's
financial reporting process, reviewing the effectiveness of how the entity monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective

Report of the Auditor-General on Kisumu Lakefront Developmeru Corporationfor the year ended 30 June, 2023
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processes and systems are in place to address key roles and responsibilities in relation
to go,ernance and risk management, and ensuring the adequacy and rffectiveness of
the control environment.

Auditor-Genera!'s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
lnternational Standards of Supreme Audit lnstitutions (lSSAls) 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. However, because of the matters described in the Basis for Disclaimer of
Opinion section of my report, I was not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these financial statements.

ln addition, my responsibility is 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 submrt the audit report in compliance with Article 229(7) ot
the Constitution. I also consider internal control, risk management and governance
processes and systems in order to give an assurance on the effectiveness of internal
controls, risk management and overall governance in accordance with the provisions of
Section 7(1Xa) of the PublicAuditAct,20l5 and submitthe audit report in compliance
with Article 229(7) of the Constitution. However, because of the matters described in the
Basis for Disclaimer of Opinion section of my report, I was not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit conclusion on lawfulness and
effectiveness in use of public resources, and on effectiveness of internal controls, risk
management and governance.

I am independent of Kisumu Lakefront Development Corporation Management in
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya.

FC , cBS

Report of the Auditor-General on Kisunu Lakefront Development Corporalion for the year ended 30 June, 202i
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10. STATEMENT OF DIRECTORS RESPONSTBILITIES

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

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

of.the Fund's financial statemenis, 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 Both,2c,22. 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 recorils,. which
disclose with reasonable acCuracyif any time the financial position of the Fund; (iii) designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation

of ihe 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; ana (ui) making accounting estimates that are reasonable in the
circumstances.

The Administrator of the County Public Fund accepts responsibility for the corporation financial
statements, which have been prepared using appropriate accounting policies supp,orted by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards 

-1teSeSl, 
and in the manner required by the PFM Act, zorz. The

Administritor of the corporation is of the opinion that the Fund's financial statements gives a true
and fair view of the stati of Fund's transactions during the financial year ended 3ofi June, 2022,
and of the Fund's financial position as at that date. The Administrator further confirm the
completeness ofthe accounting records maintained for the corporation, which have been relied
upon i., the preparation of the Fund's financial statements as well as the adequacy of the systems

of internal financial control.

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

the corporation's ability to continue as a going coneern and disclosed, as applicable, matters relating
to the use of going .on...t basis of preparation of the financial statements. Nothing has come to
the attention of the Administrator to indicate that the Fund wiil not remain a going concern for at
least the next twelve months from the date of this statement.

KI S UMA LA KE F RON T D EVE LO PME NT C ORPO RATI ON
Annual Re ort and Financial Statements for the year ended June 30, 2023

Approval of the financial Etatements

The corporation's financial statements were approved by the committee on Soth September, zoz3
and signed on its behalfby:

Mr. George Owino Ogol.

Chief Executive Officer
Kisumu Lakefront Development Corporation

xvul

1\[r. Edward Ouko
Chairperson to the KLDC board



KISUMU LAKEFRONT DEVELOPMENT CORPORATION
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12. Statement of Financial Performance for the Year Ended 30th June 2023

Revenue from non-exchange transactions
g,7z6,oooIPublication contributions and donations

13,8 10,000
10,000,000

2Transfers from the County Govemment

Revenue from exchange transactions

Interest income

Other income (Conditional Grant from National Treasury)

17,536,000
10,,000,000

pensesEx

t'7,534,4713
3,965,776Use of Goods

6,030,1025staff cost

17,534,4779,995,878Total expenses

l,5234,122Surplus /(deficit)for the period

I

IIIIII
II

\

Chief Executive Officer
Name: Mr. George Owino Ogol.

Accountant
Name: Leticia Awuor Odhiambo
ICPAK Member Number: 2o3o1

(The r.otes set outon pages xut to.vtxlorm an it tegtal p rt of thcse Financial Statet,retds)

FY 2022-2023 FY 2021-2027.

KShs

Total revenue
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I3. STATEMENT OF FINANCIAL POSITION AS AT 3OTII JUNE 2023

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements wcre approved on 30th September,2l23
and signed by:

Chief Executive Officer
Name: Mr. George Owino Ogol.

Accountant
Name: Letecia Awuor Odhiambo
ICPAK Member Number: zo3or

2

Assets

Current assets

t,523Cash and Cash equivalent 1 37,645

Non-current liabilities

Property, Plant and Equipment

1,523Total assets 37,645

l,iabilities

Current liabilities

Non-Current liabilities

'I'otal liabilities

Net assets 37,645

Balance B/D 33,s23

Revolving Fund

Reserves

Accumulated (deficit) 4,122 1,523

Total net assets and liabilities 37,64s I,523

II
IIIIIIIIIIIIIII

Note liY 2022-2023

l(Shs

lI Y 2021-2/)22

KSlrs

,
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14. STATEMENT OF CHANGES IN NET ASSETS FOR THE PERIOD ENDED 3OTII JUNE
2023

kshskshskshs
00Balance as at lst July 2021

0Surplus / (DeficiO for tlre period

0Fund received during the year

0Revaluation gain
t,52333,52300Balance as at 30th June 2022

1,523I,5230Balance as at I July 2022
4,t224,12200Surplus / (Deficit) for the period

00Fund received during the year
00Revaluation gain

37,6450Balance as at 30 June 2023

Chief Executive Officer
Name: Mr. George Owino Ogol

Accountant
Name: Letecia Awuor Odhiambo
ICPAK Member Number: zo3or

3

KISUMU LAKEF'RONT DEYELOPMENT CORPORATION
STATEIVIENT OT CI.IANGE IN E

FOR THE YE.{R ENDED sOTH JUNE 2023

I'ARTICULARS
Revolving
Fund

Revaluafion
Ilescrrye

Accumulated

0

0
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15. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3OT'I JUNE 2022

Chief Executive Officer
Name: Mr. George Owino Ogol

Accountant
Name: Leticia Awuor Odhiambo
ICPAK Member Number: zo3or

4

Cash.flows liom operatin g activities
Receipts from o erating income

Public contributions and donations I
3,726,000

Transfers from the County Govemment 2 10,000,000 13,810,000

Interest received (income)

Receipts from other operating activitics

10,000,000 17,536,000

Payments

Use of Goods and Services 3 3,965,7',16 t7,534,477

Staff cost 5 6,030, 102

Total ayments 9,995,878 11,s34,471

N-et cash flows from o erating activities 4,122 1,523

Cash flows from investing activities
Purchase ofproperty, plant, equipment and intangible
assets

Net cash flows used in investing activities

Cash flows from financing activities
Proceeds from revolving fund receipts

Additional borrowings

Repayments of borrow lngs

Net cash llows uscd in financin g activities
Net (decrease) in cash and cash equivalents 4,t22 I,523
Cash and cash uivalents 1 st July,2022 33,523

Cash and cash equivalents at 30 JIJNE 202112022 4
31,64s 1,523

Note FY 202t-2022

KShs

Total Receipts
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I6.STATEMENT OF COMPARISON OF BIjDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED

30,h JUNE 2023.

f=d/c*1006:1c_d)db c=(a+b)a

Reven ue

Public Contributions
and Donations

10,000,00010,000,00010,000,000
Transfers From
County Govt.

0(-)

0

1000hI0,000,000l0,00o,ooo10,000,000Total Income

Expenscs

0(-)
Fund Administration
Expenses

100"(-)9,995,878 9,995,8789,99s,878General Expenses

(,Finance Cost

C)9,995,8789,995,8789,995,878 C)Total Expenditure

4,122
Surplus For the
Pcriod

Capital expenditure

Chief Executive Offrcer
Name: Mr. George Owino Ogol

Accountant
Name: Leticia Awuor Odhiambo
ICPAK Member Number: zo3r

5

n cIuSI Oll

cr.rnrparat

.-r! q1$--
Kshs

f)rscrlpliou

Kshs

Perforrnanldjus
rn(nt o//o

U tilizat iu rr; I l)udgct-K-t,r-I 
tt.sh,

l0tJoh

Interest [ncome

Other Income

G)

100,'/"
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\7.NOTES TO THE FINANCIAL STATEMENTS
l. General Information

Kisumu Lakefront Development Corporation is established by and derives its authority and

accountability from sections S (r), z (e), 6 (3), 30 (r) (r), gr of the County Governments Act,

zorz and section 146 of the Public Finance Management Act, zorz and sections z of the Kisumu
. County Lakefront Development Act No. 4 of zozr of the County Assembly of Kisumu.

The corporation's principal activity is to plan for the /and development the Lakefront within

Kisumu County; and attract and promote investments within the County.

2. Statement of compliance and basis of preparation

The corporation'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 ofthe 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) Relevant new standards and amendments to publishcd standards cffcctive for the year
ended 30 June 2023

IPSASB deferred the application date of standards from rsrJanuary zozz oring to. This was done

to provide entities with time to effectively apply the standards. The deferral was set for r* January

2023.

(ii) New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 2023

IPSAS 41: Financial

Instruments

Applicable: I't January 2023:

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

reporting of financial assets and liabilities that will present relevant and

useful information to users of financial statements for their assessment

of the amounts, timing and uncertainty of an Entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:

. Applying a single classification and measurement model for

financial assets that considers the characteristics of the asset's

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

6

I Effective date and inipsct:Strndnrrl
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. 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 Entify's risk management

strategies and the accounting treatment for instruments held as

part of the risk management strategy.

IPSAS 42

Benefits

Social Applicable: I't January 2023

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

representativeness and comparability of the information that a reporting

Entify provides in its financial statements about social benefits. The

information provided should help users of the financial statements and

general-purpose financial reports assess:

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

(b) The key features of the operation ofthose social benefit schemes; and

(c) The impact ofsuch social benefits provided on the Entity's financial

performance, financial position and cash flows.

Amendments to Other

IPSAS resulting from

IPSAS 41, Financial

Instruments

Applicable: lst January 2023:

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

components of borrowing costs which were inadvertently

omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting

for financial guarantee contmcts which were inadvertently

omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classirying

financial instruments on initial adoption of accrual basis IPSAS which

were inadvertently omitted when IPSAS 4l was issued.

1

Effectivc datc and iurpact:Stanrlard
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Applicable l't January 2023

. IPSAS 22 Disclosure of Financial Information about the General

Governmenl Seclor.

Amendments to refer to the latest System of National Accounts (SNA

2008).

. IPSAS 39: Employee Benefits

Now deletes the term composite social security benefits as it is no longer

defined in IPSAS.

. IPSAS 29: Financial instruments: Recognition and

Measurement

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

superseded by IPSAS 4l which is applicable from l't Jmuary 2023

Other improvements

to IPSAS

Applicable I't Janaory 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 frnancial statements to assess the effcct that leases have on

the financial position, financial performance and cash flows ofan Entity.

The new standard requires entities to recognise, measure and present

information on right ofuse assets and lease liabilities.

IPSAS 43

Applicable l't January 2025

The Standard requires,

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

measured at the lower of carrying amount and fair value less costs 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

ofdiscontinued operations to be presented separately in the statement of

financial performance.

IPSAS 44: Non-

Current Assets Held

for Sale and

Discontinued

Operations

ti

Effective date and irnpuct:Standard
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(iii)Early udoption of standards
The entity did not early - adopt any new or amended standards in year 2022.

4. SignificantAccountingpolicies

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 fiee 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 transrctions

Irrtercsl incorrre

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.

9
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SUI\,IMARY OF SIGN I FICAI\.IT ACCOUNTING POLICIES (CONTIN UED)

b) Budget information.

The original budget for FY zoz2/2o23 was approved by the County Assembly on 3oth June 2022

of KShs 2o,ooo,ooo Subsequent revisions were made to the approved budget due to the
' financial constraints ofthe county executive. Consequently, the final budget after revision ofFY

2o22f2c.23 carne to a total ofKShs. ro,ooo,ooo comprising oftransfer from county executive.

c) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairmcnt
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 initialty
measured at its fair vaiue.

The depreciation method being used is straight line method based on the following rates below.

Furniture and fittings- I 2.5%

Computers -33%

d) Intangible asscts

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 incuned.

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

e) Financialinstruments

Flnurcial asscts

I nilial r ecog nitio n a nd meas u renenl

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement
are classified as financial assets at fair value through surplus or deficit, loans and receivables, held-
to-maturity investments or available-for-sale financial assets, as appropriate. The Entity determines
thb classification of its financial assets at initial recognition.

Louns atul rcceivables

Loans and receivables are non-derivative financial assets with fixed or dctcrminable payments that
are not quoted in an active market. After initiaI measurement, such financial assets are subsequently
measured at arnortized cost using the effective interest method, less impairment. Amortized cost is

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

an integral part of the effective interest rate. Losses arising from impairment are recogrized in the

surplus or deficit.

Hekl-to-malurily

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

classified as held to maturity when the Entity has the positive intention and ability to hold it to
maturity. After initial measurement, held-to-maturity investments are measured at amortized cost

using the effective interest method, less impairment. Amortized cost is calculated by taking into

account any discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate. The losses arising from impairment are recognized in surplus or deficit.

Impairnent of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a financial asset

or an entity of financial assets is impaired. A financial asset or an entity offinancial assets is deemed

to be impaired if, and onty il there is objective evidence of impairment as a result of one or more

events that has occuned after the initial recognition of the asset (an incuned 'loss event') and that

loss event has an impact on the estimated future cash flows of the financial asset or the entity of
financial assets that can be reliably estimated. Evidence of impairment may include the following
indicators:

The debtors or an entity ofdebtors are experiencing significant financial difficulty

Default or delinquency in interest or principal payments

The probability that debtors will enter bankruptcy or other financial reorganization

Observable data indicates a measurable decrease in estimated future cash flows (e.g., changes

in anears or economic conditions that correlate with defaults)

ll

a

a
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTTNUED)

Fimncial liubilities

I nitial recog nitio n and meas u re ment

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value
through surplus or deficit or loans and borrowings, as appropriate. The Entity determines the
classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case ofloans and borrowings,
plus directly attributable transaction costs.

Litans and borrowirtg

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method. Gains and losses are recognized in surplus or
deficit when the liabitities are derecognized as well as through the effective interest method
amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate.

f) 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
iS fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for, as
follows:

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

D 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.

t2
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SUMMARY OF SIGNIFICANT ACCOUNTING POLI CIES (CONTINUED)

g) Provisions

provisions are recognized when the Entity has a present obligation (legal or constructive) as a result

of a past event, it iJprobable that an ourflow ofresources embodying economic benefits or service

potential will be required to settle the obligation and a reliable estimate can be made of the amount

ofthe obligation.

Where the Entity expects some or all of a provision to be reimbursed, for example, under an

insurance contrict, ihe reimbursement is recognized as a separate asset only when the

reimbursement is vimrally certain.

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

Contingent liabilities

The Entity does not recognize a contingent liability, but discloses details ofany contingencies in the

notes to ihe financial statements, uniess the possibility of an outflow of resources embodying

ecbnomic benefits or service potential is remote.

Contingenl assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset whose

existencels contingent on the occurrence or non-occurrence ofone or more uncertain future events

not wholly within the control of the Entity in the notes to the financial statements. Contingent assets

are assesied continually to ensure that developments are aPPropriately reflected in the financial

statements. If it has becomc virtualty certain thai 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 creates and maintains reserves in terms of specific requirements.

i) Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrosp-ectively. The effects- of

changes in accointing policy are applied prospectively if reuospective application is impractical'

j) Employee benefits - Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution plans

are post-;mployment benefit plans under which an entity pays fixed contributions into a separate

entiiy (a funOy,-and will have no legal or constructive obligation to pay further contributions if the

funddoes not hold sufficient assets to pay all employee benefits relating

l3
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 atl participating employers. The contributions and lump sum payments reduce
the post-employment benefi t obligation.

k) Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the
date of the transaction. Trade creditors or debtors denominated in foreign currency are reported at

the statement of financial position reporting date by apptying 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

incomc or expenses in the period in which they arise.
l) 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 ofthe asset

is complete. Further bonowing 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 Fund Administrator and the Fund
Accountant.
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 ofcash and are subject to insignificant risk ofchanges in value. Bank
account balances include amounts held at the Central Bank of Kenya and at various commercial
banks at the end ofthe financial year. For the purposes ofthese financial statements, cash and cash

cquivalents also include short term cash imprests and advances to authorised public olficers and/or
institutions which were not surrendered or accounted for at the end ofthe financial year.
o) Comparative figures
Wlere necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.The comparative figure for cash &
cash equivalents- Account No. 1700279796270 (Operations Account) ol Ksh.l,523 was amended
to IGh. 33,523 due to error of omission arising out of payment olKsh.32,000 made in July 2022
but recorded in lune 2022.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

p) Events after the reporting period

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

q) Ultimate and Holding Entity

The entity is a County Public Fund established by Section 167 of the Public Finance Management
(PFM) Act 2012. Its ultimate parent is the County Covernment of Kisumu.

r) Currency

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

s) 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 tiabilities, and the disclosure ofcontingent 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.

Estimates and assumptions - The key assumptions conceming 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 circurnstances and assumptions

about future developments may change due to market changes or circumstances arising beyond the

control ofthe Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140.

Useful lives and residual values

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

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

F The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes

F The nature of the processes in which the asset is deployed

D Availability of funding to replace the asset

D Changes in the market in relation to the asset

l5
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SUMMAITY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Provisions were raised and management determined an estimate based on the information available.
Additional disclosure of these estimates of provisions is included in Note 18.

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.

t) 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 ofchanges in the business environment and seeks to minirnise the potential adverse
effect ofsuch risks on its performance by setting acceptable levels ofrisk. 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.

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

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 trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking inlo accoullt its financial position,
past experience and other factors. Individual risk limits are set based on intemal or external
assessment in accordance with limits set by the directors. The amounts presented in the statement
of financial position are net of allowances for doubtfut receivables, estimated by the company's
management based on prior experience and their assessment of thc 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:

16
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SUMMARY OF SIGNIFICAI\.IT ACCOUNTING POLICIES (CON TINUED)

The customers under the fully performing category are paying their debts as they continue trading.

The credit risk associated with these receivables is minimat and the allowance for uncollectible

arnounts that the company has recognised in the frnancial statements is considered adequate to cover

any potentially inecoverable amounts.

The entity has significant concentration of credit risk on amounts due from customers.

The board oftrustees 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

liguidity risk through continuous monitoring of forecasts and actual cash flows.

c) 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 conhols.

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

instniments. Tf,e objective ol market risk rnanagement is to manage and control market risk

exposures within acieptable parameters, while optimising the retum. Overall responsibility for

minaging 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 reviiw and approval by Audit and Risk Management Committee) and for the

day-to-day implementation of those policies.

6. 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 cunency exposures. Such exposure arises through purchases of goods

and services that are done in currencies other than the local currency. Invoices denonrinated 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 Fund manages foreign exchange risk form future commercial transactions and recognised assets

and liabilities b.-y projecling for expected sales proceeds and matching the same with expected

payments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ii. Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a result

of changes in interest rate levels. The company's interest rate risk arises from bank deposits. This
exposes the Fund to cash flow interest rate risk. The interest rate risk exposure arises mair:ly from
interest rate movements on the Fund's deposits.

Management of interest rale risk

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

Sensilivily 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.

d) Capital risk management

The objective ofthe Fund's capital risk management is to safeguard the Fund's abiliry to continue
as a going concern. The entity capital structure comprises of the following funds:
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NOTES TO THE FINANCIAL STATEMENTS

l. Public contribution and donations

2. Transfers from County Government

t9

3,726,000Donations from development partners

Contributions from the public

3,726,000Total

r 3,810,000
10,000,000

Transfer from County Govt. -operations

Payments by County on behalf of the entity

13,810,00010,000,000Total

F)',2022-202J

KShs

Ft'2$21-2022

KShs

Descriptiou

Fy 2021-2022

KShs

FI',2022-2023

KSlts

f)cscription
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3. Use of Goods and Services

4. Cash and cash equivalents

Detailed analysis of the cash and cash equivalents are as follows

Descriptions FY 2022t2023 RY 2021-2022

Car hire services 150,000

Printing Service 229,800

General offi ce stationery 670,2',16.00 150,000

Accomodation-Dometic Travel 2,890,100

Travel cost 373,300.00 77'7,005

Daily Subsistence Allowance 690,000.00 3,I 85,500

Board Conference and Accommodation/Domestic 7,500,t)72

Catering Service 2,062,400.00 2,050,000

Telephone services 168,000.00 487,000

Bank charges 1,800.20 I 15,000

Total 3,965,176 17,534,417

Balance brought forward

Cunent account (EQUITY BANK) 37,645 1,523

Total cash and cash equivalents 37.645 1.523

Financial institution Account number Kshs Kshs

a) Current account

Equity bank-PROJECT l ,700,282,s39,360 3 78.50 378 50

Equity bank-OPERATIONS t,700,2'19,796,270 37,266.23 |,t 44.63

Grand total 31,644.73 1,523.l3

20

D cscriptions r\'2022t2[23 F\'2020/202r

l'v
2t)22t2fi23 F\',202112022
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5.STAFF COST

Other Disclosures Continued
T.Financial risk management

The Fund's activities expose it to a variety offinancial risks including credit and tiquidity risks and

effects ofchanges in foreign currency. The Fund's overall risk management programme focuses on

unpredictability ofchanges in the business environment and seeks to minimise the potentia[ adverse

efiect ofsuch risks on its performance by setting acceptable levels of risk. The Fund does not hedge

any risks and has in place poticies to ensure that credit is only extended to customers with an

established credit history.

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

. a) Credit risk

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

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables and available-for-sale financial investments.

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

past experience and other factors. tndividual risk limits are set based ou internal or external

assessment in accordance with limits set by the directors. The amounts presented in the statement

of financiat position are net of allowances for doubtful receivables, estimated by the entity's
managelnent based on prior experience and their assessment of the current economic environment.

The carrying amount of financia[ assets recorded in the hnancial 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:

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 board oftrustees 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

liquidiry risk through continuous monitoring of forecasts and actual cash flows.

KshsKshs

6,030, 102.00Staff-Salarics Salarics

6,030,102.00Grand total

2t

FY
2022/2023 F\ 202u2022
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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 equal their carrying

balances, as the impact of discounting is not significant.
c) Market risk

The board has put in place an intemal 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 intemal accounting

and operational conhols.

Mirket 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 is holding of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the retum. 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

dayto-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 cunency exposures. Such exposure arises through purchases of goods

and services that are done in currencies other than the local culrency. 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:

The Fund managx foreign exchange risk form future commercial transaclions and recognised

assets and liabilities by projectingfor expected sales proceeds and matching the sanrc with expecled

Paymenls.

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 alt other variables held conslant. The reverse would also occur if the

Kenya Shilling appreciated with all other variables held constant.

ll In tcrcst rate risk

lnterest 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.

)',
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Management of interesl rale risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer

favourable interest rates.

Sensilivity 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 anatysis has been performed on the same basis as the prior year'

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 concern. The entity capital structure comprises of the following funds:
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18. PROGRESS ON FOLLOW UP OF PR]OR YEAR AUDITOR'S RECOMMENDATIONS

Resolv
ed

l. Use of
Goods and
Services

The statement of profit or loss and
other comprehensive income as

disclosed in Note 3 to the financial
statements reflects an amount of
IGhs.17,534,477 under use of
goods and services. However, an

amount totalling to
Kshs.12,859,977 was not supported
with documentary evidence as

detailed below:
Resolv
ed

l.l
Unsupported
Car Hire and
Telephone
Services

Note 3 to the financial statements
includes an amount of
IGhs.l 50,000 for car hire services
from a service provider for fifteen
(15) days at the rate ofKshs.l0,000
per day. Although the Management
has explained that the services were
offered during the Africities'
conference which was held in
Kisumu, no supporting
documentation was provided to
show how the services were
procured and provided. In addition,
use of goods and services includes
an amount of Kshs.487,000 relating
to telephone services (airtime
allowance) which was not
supported by a list of beneficiaries,
their entitlements and the payment
policy.

The observation Made by
the audit team is true that
during the financial year
under review the
management made
payment of ksh.150,000
and ksh.487,000 for car
hire service and Telephone
Services respectively.
The Management has 

I

attached copies of
documents to support
airtirne allowances issued

['*i$,;,.r#per public procurement
and disposal Act 20l2.The
supporting document for
the payment i.e., Request
to procure, Award letter,
LSO, Minutes and Reports
have been attachcd for
your review. (ANNEX
l.l)

The issue has

been
satisfactorily
supported
and

explained

The management has

provided further
attachments as ware
initially requested in the
management letter. These
documents include
minutes, List of
participants, payee and
concept notes where

The issue has

been

satisfactorily
explained

Resolved

1.2
Unsupported
Expenditure on
Board, Travel,
Daily
Subsistence
Allowances and
General Office
Expenses

Note 3 to the financial statements
reflects an amount of
Kshs.17,534,477 in respect of use

of goods expenses. However,
payment vouchers amounting to
Kshs.3,988,705 as analysed below
were not supported with detaits of
payee, reasons for the payment,
activity being paid for and date of
the indicated activity.

1+

Tirucfr

aulc:

Illauugr:nrent ct)rDrrrolltg SlatusIssue / C)hscrvatiolls li'ollr
Auditor

l'arugraplt
rtrrmber :
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Amount
hsture ItemEx

2 l5 800

Board Conference
and

Accommodation

90546Travel Cost

860 000
Daily Subsistence
Allowance

150 000
General Office
Station

3 988 705

applicable for Your review
(ANNEX 1.2)

Total
Resolv
edThe issue has

been
satisfactorily
explained

During the audit under

review, the management
made some payment of
ksh.2,050,000 for catering
services. The management
availed the documents to
support these PaYments.
(ANNEX 1.3)

Note 3 to the hnancial statements

includes an amount of
Kshs.2,050,000 for catering

services. However, the

Management has not justified the

expenditure with a policY and the

beneficiaries of those services. In
addition, Kshs.1,000,000 was Paid
to a catering service provider but no

invoice was receivcd for PaYment
and the kind of services offered
were not explained. Further,

Kshs.200,000 in resPect of office
float has been charged to this
account

1.3

Unsupported
Catering
Services

Partiall
v
Resolv
ed

The issue has

been
satisfactorily
explained
since despite
provision of
payment
vouchers the

board
attendance
register had

not been

aviled todate

The management
acknowledge the failure to

disclose Board expenses as

required by the rePorting
template. We would
further wish to clarifY that

apart lrom Board

Expenses, the management
charged other payments

under the same Economic
Item (Board, Committee,
Conferences and serninars)

However, we have Isolated

a payment made in resPect

of the Board meeting and

availed documents to

support the board ExPense.

We have availed the

Note 3 to the financial statements

includes Kshs.7,500,072 for Board

conferences and accommodation.
However, the Board exPenses have

not been disclosed as required bY

the reporting template. In addition,

the Corporation did not Provide
signed Board of Directors meetings
to confirm that there were any

meetings at all. Further and in
absence of a record of meetings it
could not be established the rate at

which the directors were being
remunerated.

accu

the
and

oods

circumstances,
completeness

of use of

In the

occurrence,

1.4
Unsupported
Board
Conferences
and
Accommodatio
n

)s

Paragraph I lssue I Obsen'utions from I l\,luuagement cotntneuh

u'umber I Auditor

Stltus imcli,I

aule:
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Not
Resolv
ed

Minutes and the rates at

which they were
renumerated. (ANNEX

expenditure amounting
Kshs.12,859,977 could not
confirmed.

to
be

The issue has

not been

satisfactorily
explained
The
management
acknowledge
s the errors
and promised
to correct
them going
forward in
the next
financial
statements.

Not
Resolv
ed

The observation by the

audit team on daily
subsistence allowance is

true.
The management

acknowledges the errors
made during the
preparation of the financial
statement where some

expenditures were not
correctly classified. The
errors have been noted and
will be corrected going
forward.

.,

Misclassificatio
n of Expenses

The statement ofprofit or loss and

other comprehensive income as

disclosed in Note 3 to the financial
statements reflects an amount of
Kshs.17,534,477 under use of
goods and services, which includes
an amount of Kshs.3,185,500 for
daily subsistence allowances. This
amount in tum includes
Kshs.570,000 and Kshs.237,000
which was spent on supplies and
printing respectively but
erroneously charged to this
account.

In the circumstances, the accuracy
of daily subsistence expenditure of
Kshs.3,185,500 could not be

confirmed.

The issue has

not been

satisfactorily
explained.

Despite the
statement of
financial
position
reflecting a

cash and

cash

equivalents
balance of
Kshs.l,523
the cash

book
balances are
yet to be

amended.

The observation by the

audit team is true, this is
since the management
used Accrual basis of
accounting and not cash

basis in the financial
statement submined for
audit, however this has

since been amended in the

financial statement
presented for your review

The statement of financial position
reflects a cash and cash equivalents
balance of Kshs. 1,523 as disclosed
in Note 4 to the financial
statements. However, one account
which reflects a balance of
Kshs.1,l45 is supported by a cash

book balance of Kshs.805 thus

resulting to a variance of Kshs.304
which has not been reconciled.
Further, this account has rwo (2)
separate certilicates of bank
balance as at 30 June 2022 which
reflect balances ofKshs.33,145 and

Kshs.2,305.

In the circumstances, the accuracy
of the cash and cash equivalents
balance of Kshs.1 ,523 could not be

confirmed.

3.
Unsupported
Cash and Cash
Equivalents

?6

i Paragraph

I uumber
l

I\{auagenrent comulctrts inrcli,I'

:urc:

Stutus:Issue / Obsen'ntions from
Auditor

1.4)
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Not
Resolv
ed

The issue has

not been
satisfactorily
explained

The observation made bY

the Audit team is true.

County Govemment of
Kisumu deed transfer
funds to KIDC, However,
it's important to note that
the corporation required
seed capital to suPPort its
operations during the

initial stages. Documents
are hereby attached to
justiff the need for supPort

from County Govemment
of Kisumu. (ANNEX 4.0)

The statement of comParison of
budget and actual amounts

indicates that the corporation had a

total revenue and expenditure
budget of Kshs.17,536,000 and

Kshs.17,534,477 resPectivelY.

However, the entity did not have a

budget approved for the Year under
review. In addition, the transfers

from the County Covemment of
Kisumu of Kshs.13,810,000
comprising of seventy-nine percent
(79%) of the Corporation's revenue

was made out of the approPriated

funds of County Govemment of
Kisumu contrary to Regulation
200(lXd) of Public Finance
Management (CounrY

Governments) Regulations, 201 5

which requires that a county
corporation should not be financed
wholly or substantiallY from
sources which require annual

appropriation by CountY

Assembly, or imposition of a tax,

levy or other charge under
legislation.
In the circumstances, the regularity
of the budget performance for the

Corporation could not be

confirmed.

4. Failure
to Have an
Approved
Budget

Not
Resolv
ed

The issue has

not been
satisfactorily
explained

It's true that the

corporation did not submit
the financial report in good

time has required bY law,
we are indeed in deeP

regret for not comPlYing
with required law and

regulation, the

management will ensure

comply with the law in
future.

The financial statements for
Kisumu Lakefront DeveloPment
Corporation for the period ended

30 June, 2022 were submitted to the

Office of the Auditor-General on

l6 January, 2023 which is ninetY-

two (92) days later than the set

deadline of 30

September, 2022. This was

contrary to Regulation 208 of
Public Finance Management
(County Govemments)
Regulations, 201 5 requires the

Accounting Officer of a county

corporation to prepare and submit
annual financial and non-financial

5. Late
Submission of
Financial
Statements
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statements in the format gazelte by
the Cabinet Secretary within three

months after the end of the

financial year to Auditor-General
with copies to the responsible
Counry Executive Committee
Member and the county treasury.

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

Not
Resolv
ed

The issue has

not been

satisfactorily
explained

The observation made by
the audit tcam is true
however, the corporation
is making significant steps

in fulfilling its mandates
and putting together all
that is required to operate
as required by the law.

6.

Establishment
of Kisumu
Lakefront
Development
Corporation

Kisumu County Lakefront
Development Acl, 2021 states that
the corporation was established on
17 September, 2021 as a Special
Purpose Vehicle (SP9, to develoP

and manage economic and social
activities of the lakefront, mobilise
resources and for connected
purposes. However, the certificate
of incorporation provided for audit
review indicates that on 24

October, 2019, Kisumu Lakeliont
Development Limited was

incorporated under the ComPanies

Act, 2015 as a private limited
Company.

In addition, Section 4.1 of Kisumu
County Lakefront DeveloPment
Act, 2021 states that the
corporation has authorized share

capital of Kshs. 100,000 divided
into one thousand ordinary shares

of Kshs.l00 each with CountY
Govemment of Kisumu holding
ninety percent (90) of the shares.

I{owever, the share certificatcs for
the Corporation's shareholders
were not provided for audit review.

Further, the Memorandum and

Articles of Association of the SPV
indicating the terms of agreement
was not provided for audit review.

In the circumstances, the

Corporation's structures, powers

uirements could not beand le re

?8

Tirncfr

atuel

l\lnnagententcornurcrlts i Status:lssuc / Observtttions front
..\uditor

I'aragraph
uumber



KISUMU LAKE FRONT DEVELOPMENT CORPORATION
An nual ort and Financial Statements for the ear ended June 30, 2023

confirmed and this may lead to loss

of public tunds.

The issue has

not been

satisfactorily
explained

Not
Resolv
ed

The management
acknowledges errors made
and going forward, all the

unnecessary Bank charges
will be avoided as advised
by the Audit team.

T.Avoidable
Bank Charges

The statement of profit or loss and

other comprehensive income
reflects an amount of
IGhs.17,534,477 in respect to use

of goods expenses, which as

disclosed in Note 3 to the financial
statements includes bank charges

amounting to Kshs. I 15,340.
However, the bank charges were in
respect to cash withdrawal charges
on drawn cheques over the counter
and a bank overdraft charge of
Kshs.47,804. However, the Board
approval for the bank overdraft was
not provided for audit review.

In the circumstances, value for
money on the expendinrre ol
Kshs.ll5,340 on bank charges
could not be confirmed.

Not
Resolv
ed

The issue has

not been
satisfactorily
explained

The board awarded a one
(l) year contract to the
pioneer staff and the letters
are available for Audit
review. The Board was
constituted as per the

KLDC Act article 6. We
acknowledge some
challenges that may have
occurred during the initial
stages of the operation
however, the corporation
is in the process of putting
everything in order

8,Unsupported
Appointment of
Board of
Directors and
Staff

The annual report and financial
statements of the corporation under
key entity information and
management indicates six (6)
Board members and five (5)
members of key management in
office in the period under review.
However, thc recruitment and

selection documents, and
appointment letters for the
Management were not provided for
audit review.
In addition, Section 6.1(b) of the
Act states that Chief Executive
Officer (CEO) is appointed by the
Govemor of County Covemment
of Kisumu, which contradicts l2(2)
of the same Act, which states that
the Managing Director would be
appointed by the Board of
Directors through a competitive
process. The CEO is defined in the

financial siatements as a Fund
Administrator.
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Further, the appointment letters and

minutes of shareholders meetings
supporting the aPPointment of
Board members as required by
Section 6.1 of the Act which
requires seven (7) Board of
Directors, four (4) aPPointed bY

County Government of Kisumu
and three (3) by shareholders

amongst themselves were not
provided for audit review.

ln the circumstances, the regularity
of the appointment of Board and

staff in office could not be

ascertained.
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