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DEFINITION OF TERMS 

 

Disclaimer 

A disclaimer is when the auditor is unable to review fully an entity’s documentation 

because there is a substantial amount of information that is missing. The absence of 

information makes it hard and difficulty for the Auditor General to make an opinion. In 

other words, the auditor feels unable to determine whether the situation is qualified or 

adverse because the paperwork is not adequate. This is a serious lapse in compliance 

and should be of concern to oversight bodies. A disclaimer indicates that the record 

keeping is so bad to the extent the auditor cannot give an opinion. 

 

Adverse Opinion 

An adverse opinion is issued when the Auditor General is able to review the entity’s 

documentation supplied for audit purposes and the final audit reveals problems that are 

widespread and pervasive and will require considerable changes to remedy. This is 

equivalent to scoring a pass in an examination. Oversight institutions are concerned to 

recommend remedies to address such anomalies and systems. 

  

Qualified Opinion 

This is as a result of Auditor General finding some problems that are not widespread or 

persistent with documentation and information supplied. The auditor received all the 

information required for audit. However, after review the audit reveals there are some 

gaps in adherence and compliance to legal procedures. 

 

Unqualified Opinion 

This arises when the Auditor General is satisfied with documentation presented for 

review. It implies that there are no major problems with documentation and information 

that were presented for assessment and the funds are managed properly. 

 

Reprimand 

Issuing a stern warning to desist from the action under concern. In the event that the 

issue reoccurs in subsequent audit reports, appropriate action be taken in line with the 

law. 
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PREFACE  

 

Mr. Speaker Sir, 

 Committees are a creation of the Constitution through Article 124(1) of the Constitution 

which mandates each House of Parliament to establish Committees and make Standing 

Orders for the orderly conduct of its proceedings, including the proceedings of its 

Committees.  

The Senate Sessional Committee on County Public Accounts and Investments is 

established by the Senate pursuant to Standing Order No. 220 and is mandated- 

a) pursuant to Article 96(3) of the Constitution, to exercise oversight over national 

revenue allocated to the county governments; 

b) pursuant to Article 229(7) and (8) of the Constitution, to examine the reports of 

the Auditor-General on the annual accounts of the county governments; 

c) to examine special reports, if any, of the Auditor-General on county government 

funds; 

d) to examine the reports, if any, of the Auditor-General on the county public 

investments; and 

e) to exercise oversight over county public accounts and investments. 

 

Mr. Speaker Sir, 

 

You will recall that the Sessional Committees were re-constituted on 4th May, 2020 as 

opposed to the commencement of the 4th Session, thereby losing approximately three 

months. Following the re-constitution of its membership, the Committee convened on 

25th June, 2020 and elected Sen. (Prof.) Sam K. Ongeri, EBS, EGH, MP and Sen. (Eng.) 

Hargura Godana, MP as the Chairperson and Vice Chairperson respectively. 

The membership of the Committee comprises of the following Senators- 

1. Sen. (Prof.) Samson K Ongeri, EBS, EGH, MP  – Chairperson 

2. Sen. (Eng.) Hargura Godana, MP   - Vice-Chairperson 

3. Sen. Fatuma Dullo, CBS, MP                              - Member 

4. Sen. Irungu Kang’ata, MP                                    - Member  

5. Sen. Charles Kibiru, MP                                      - Member  

6. Sen. (Dr.) Ochilo Ayacko, EGH, MP                  - Member  

7. Sen. Johnes Mwaruma, MP                                 - Member  

8. Sen. Ledama Olekina, MP                                   - Member 

9. Sen. Samson Cherarkey, MP                               - Member  

 

The Committee Secretariat comprises of the following officers- 

1. Mr. Julius Ariwomoi       -Principal Clerk Assistant I   

2. Mr. Joseph Mwangi                  -Clerk Assistant I 
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3. Mr. Yussuf Shimoy                  -Clerk Assistant 

4. Ms. Josphine Kusinyi       -Principal Legal Counsel   

5. Mr. Mitchell Otoro        -Legal Counsel     

6. Mr. Erick Ososi        -Research Officer 

7. Mr. Ali Salat     -Fiscal Analyst    

8. Ms. Lucianne Limo        -Media Relations Officer   

9. Mr. Stephen Maru        -Serjeant-At-Arms I            

10. Mr. James Ngusya           -Serjeant-At-Arms 

11. Mr. Philip Kipkemboi       -Audio recording officer  

 

Mr. Speaker Sir, 

 

The Senate Sessional Committee on County Public Accounts and Investments is the 

avenue through which the Senate under the provisions of Article 96(3) of the 

Constitution carries out the ex-post scrutiny of County Governments Budgets. 

 

Mr. Speaker Sir, 

 

This report contains fifteen (15) separate reports for five (5) county executives for three 

consecutive years; 2017/2018, 2016/2017, and 2015/2016 listed as volume 2 that were 

considered and adopted by the Committee.  

 

Mr. Speaker Sir, 

 

On 9th June, 2020 and 17th June, 2020, the Committee published (in the dailies) 

schedules of appearances for the County Executives and County Assemblies 

respectively. In a bid to recover the lost time and noting that it had only five (5) months 

of intensive operations before the end of the session, the committee resolved to hold 

sittings daily from Monday to Friday for three consecutive weeks in each month. The 

sittings would run through mornings and afternoons (when the Senate was in recess) 

and only mornings (when the Senate had plenary sittings). Since the Committee handles 

voluminous documentation, it was noted that it was difficult to effectively scrutinize 

and consider such documentation on virtual platforms. The committee therefore 

successfully appealed to the speaker to be allowed to hold physical sittings.  

 

The challenge of operating under a very tight schedule of interrogations and the heavy 

backlog of reports, coupled with the COVID-19 situation slowed down the Committee’s 

effort to consider and table reports within the short period. It is for this reason that the 

Committee sought the intervention of Standing Order 219(4) of the Senate Standing 

Orders to allow for extension of time for the Committee beyond the end of Session and 
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to ensure that the committee continues to operate until a new sessional committee is 

established at the commencement of the new session. 

 

Mr. Speaker Sir, 

 

During the period under review, and as indicated above, the Committee approved a very 

rigorous sitting schedule for the period commencing 1st July to 1st December, 2020. In 

the sitting schedule, the Committee lined up for interrogations all the forty-seven (47) 

County Executives. For the first time since inception of devolution, the Committee also 

lined up for interrogations all the forty-seven (47) County Assemblies. The Committee 

held meetings with forty-six (46) Governors and Clerks of twenty five (25) County 

Assemblies to consider the Auditor General’s Reports for Financial Years 2015/16, 

2016/17, and 2017/18 for County executive entities and Financial Years 2013/14, 

2014/15, 2015/16, 2016/17, and 2017/18 for county Assemblies. This House will recall 

that the last Senate during the period 2013 – 2017 interrogated only eighteen (18) 

County Assemblies on the audit reports of 2013/2014, implying that twenty-nine (29) 

County Assemblies have never been oversighted by the Senate since inception. It is also 

worth noting that all county Assemblies have never been oversighted by the Senate on 

the audit reports from the financial years 2014/2015 to 2017/2018. The Committee 

cannot rule out possibility of direct relationship between the lack of Senate oversight of 

County Assemblies and inadequate financial management in County Assemblies. It is 

for this reason that this Committee utilized part of its tight schedule in interrogating 

County Assemblies in order to put them on their toes in undertaking proper financial 

management. 
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EXECUTIVE SUMMARY 

 

The Committee examined the reports of the Auditor-General on the financial statements 

for County Executives for financial years 2017/2018, 2016/2017 and 2015/2016 and 

identified various fiduciary risks.  

 

The Auditor General reports revealed blatant non-compliance to relevant laws by most 

County Executives. Various counties irregularly procured goods and services through 

single sourcing methods, failed to remit statutory deductions from employees resulting to 

loss of public funds through penalties, irregularly compensated staff and members of 

county assemblies in total disregard of SRC developed framework and also made irregular 

public participation payments. In addition, most counties faced challenges in 

operationalization of various IFMIS modules as required by the law. 

 

The reports also revealed that most County Executives did not adhere to their approved 

budgets. In most instances, funds were reallocated to items that were not budgeted for and 

without prior approval by the Controller of Budget and county assemblies. In addition, 

there were numerous cases of under collection of local revenue where most counties missed 

their revenue targets by significant margins as a result not factoring in revenue collection 

challenges that usually affect their revenue potential targets, especially during similar 

periods. The under collection of revenue not only resulted in most counties incurring 

billions of shillings in unpaid bills but also not implementing certain programs as a result 

of midstream change of priorities.  

 

In the financial years under consideration, the Auditor General reported that pending bills 

were still a big challenge for many County Governments. Most of these bills emanated 

from under-collection of revenue which affected the budgeting and implementation of 

projects. Further, the own source revenue collected was banked in commercial bank 

accounts other than the designated revenue collection accounts – County Revenue Funds 

(CRF), an avenue for revenue loss.  

 

The committee further noted that during the years under review, most counties had weak 

human resource management systems where counties recruited staff without following due 

recruitment procedures, failure to recruit qualified personnel and irregular compensation 

of employees in total disregard of the Salaries and Remuneration Commission circulars.  

In addition, most county governments lacked a staff establishment policy to determine 

optimal staffing levels. It was observed that most County Governments had weak internal 
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control systems arising from a lack of policies, internal controls, fraud prevention 

mechanisms, fire detection and prevention, disaster prevention, management of documents 

and staff pension. 

 

All county governments had weak accounting systems evidenced by failure to present 

documents for audit, poor record keeping, fraudulent practices, non-compliance to laws 

and procedures and poor management of imprest. It was revealed in most counties that 

some officers were issued with multiple imprest and most were not surrendered within the 

required time as per the law. 

 

During the years under review, the committee noted that all the counties had not updated 

registers for the Assets and Liabilities inherited from defunct local authorities and those 

subsequently acquired post devolution exposing the County Governments to serious risks 

of loss of assets.  

 

County Executives continued to make payments to the Council of County Governors for 

the running of its operations. The payment is irregular since the Council of County 

Governors should be funded by the Treasury through the IGRTC.  

 

The committee also came across the bizarre situation of the unavailability of documents 

for audit due to the burning of county finance offices. This incident was observed in the 

Audit of Homa Bay County Executive where fire conveniently destroyed finance 

documents thus rendering the audit exercise impossible to undertake. The fire was very 

suspicious and ought to be investigated by the relevant agencies. 

 

As a result of the highlighted inadequacies, the Auditor General rendered different opinions 

from disclaimer opinions, adverse opinions and qualified opinions with only Makueni and 

Nyandarua counties receiving unqualified opinion in the year 2017/2018. Though there 

was a slight improvement of book keeping and recording keeping when considering those 

from the earlier years with the more current financial years, there is need for more capacity 

building especially in the human resource, procurement, accounting and revenue 

departments in the counties as well as establishing strong independent internal audit units. 

 

General observations and recommendations 

 

The general observations and recommendations contained in this report are- 
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1. Notorious Presence of Worst Audit Opinions  

The Committee noted that since inception of devolution and for five successive financial 

years– 2013/14, 2014/15, 2015/16, 2016/17 and 2017/18, most County Executives received 

disclaimers and adverse audit opinions.  The Committee observed extensive inadequacies 

in management of finances in those County Executives. The most notorious features 

identified include- 

i. Failure to present documents for audit; 

ii. Poor record keeping; 

iii. Fraudulent practices; 

iv. Noncompliance to laws and procedures; and 

v. Failure to recruit qualified personnel, among others. 

 

As a result of these inadequacies, the Auditor General presented the worst audit opinions 

across the years, implying that the financial management situation in those County 

Executives has been deplorable. 

 

The Committee further noted that a disclaimer opinion would have severe implication on 

the County Government, such as not attracting development partners’ investments in the 

County. 

 

The Committee recommends that counties that receive disclaimer opinion should be put on 

close surveillance by the investigative agencies (EACC and DCI). 

The Committee also reiterates its earlier recommendation in the Fiduciary Risk Report that 

Counties that will not show significant improvement in financial management arising from 

audit opinion will be penalized in the following ways— 

 Reduction in budgetary allocation by losing on the fiscal responsibility parameter of 

the CARA; and 

 Stoppage of release of nationally collected revenue to respective County Governments. 

 

 

2. Lack of Remittance of Statutory Deductions: 

The Committee noted that counties made statutory deductions from employees but did not 

remit them to the relevant bodies. This was blatant disregard of the law which may attract 

loss of public funds through penalties. The committee therefore recommend that County 

Governors take administrative action against the accounting officers for the non-remittance 

of any such employee benefits. 
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3. Pending Bills:  

The Committee observed that pending bills may have adverse effects on the County 

Governments’ ability to obtain goods and services on credit from suppliers, may distort the 

planning and procurement and may expose the County Governments to litigation that will 

cost huge amounts of money in legal fees and fines that may be imposed by courts of law. 

The committee further noted that the pending bills are killing the entrepreneurial spirit. 

The Committee recommends that- 

 pending bills form the first charge in the budget of successive financial years;  

 the CECM-Finance should always ensure that a statement on county government debt 

management strategy is prepared in line with section 123 of the Public Finance 

Management Act; and  

 the National Treasury should take over the legible pending bills inherited from defunct 

local authorities.  

 

4. Accrued uncollected land rate, rent, property rates and utility bills 

 

The Committee noted the various challenges facing the county executive in the collection 

of monies owed to them. The Committee also noted that the county executive failed to keep 

proper books of accounts with regard to monies owed in form of land rates, rent and utility 

bills.  

The Committee recommend that- 

 the County Executives develops a mechanism to collect debts owed to them; 

 the County Executives finalise the preparation of the aging analysis of their respective 

debts and furnishes the Committee with the same within 60 days from the adoption of 

this report;  

 the National Treasury, through KRA, should provide training to county staff on revenue 

collection system automation and regulation; 

 the registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies; and 

 the CECM–Finance and the Accounting Officer (Chief Officer-Finance) ensures 

adherence to paragraph 90 of the Public Finance Management (County Governments) 

Regulations. 

 

5. Irregular Procurement of Goods and Services: 

The Committee observed that there was a breach of procurement laws and procedures 

which may have contributed to the misappropriation of public funds and recommend that 
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county executive procurement departments strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services. The committee further 

recommend that the County Governor takes administrative action against the CECM- 

Finance, Chief Officer for Finance and Head of Procurement for any procurement done in 

breach of the law.  

 

6. Under Collection of County Revenue:  

The Committee observed that there was under collection of revenue during the three 

financial years by most county executives. The Committee further observed that the county 

executives ought to have factored the revenue collection challenges that usually affect their 

potential revenue targets, especially during similar periods, to avoid making unrealistic 

revenue targets. The Committee recommends that county executives -  

 map out all revenue collection streams in order to optimize revenue collection; 

 update the Valuation Roll to enhance collection of property rates; 

 automate revenue collection;  

 ensure the strengthening of the revenue forecasting model to enhance realism in their 

own source revenue budgets; and 

 appoint/designate receivers of revenue pursuant to section 157 of the Public Finance 

Management Act and provide information on the same within 60 days from the 

adoption of this report. 

 

 

7. Incomplete & Non-Utilized Projects:  

The Committee noted that incomplete projects indicate a disregard of project completion 

timelines. The Committee recommends that: 

 contract agreements should contain clauses with respect to liquidated damages for non-

completion of contracts and should be drafted by County Attorneys under the Office of 

the County Attorney Act;   

 projects that have been started should be completed to ensure there is value for the 

money invested;  

 payment of project works should only be done for the Certified works so that the County 

does not lose money for incomplete works; 

 where money has been paid for incomplete work, the contractor and responsible officers 

should be investigated and prosecuted with a view of recovery of the funds lost; and  

 proper project conceptualization, project planning and adequate budgetary provisions 

for projects should be undertaken before embarking on projects to ensure timely 

completion.  
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8. Weak Internal Control systems: 

The Committee noted that the County Governments had weak internal control systems 

arising from a lack of policies to guide operations and recommended that the County 

Governments develop a staff establishment policy, documentation management policy and 

risk management policy and submit a report to the senate within 60 days of the adoption 

of this report. 

 

9. Lack of Assets and Liabilities Registers: 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities and 

the Intergovernmental Relations Technical Committee (IGRTC) and recommends that 

County Governments should prepare a register of assets and liabilities and designate an 

officer who shall be responsible for the custody and updating of the register. 

The committee noted with concern that most county governments lacked land ownership 

documents and recommends that the county governments acquires title deeds for all land 

under their respective custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020 on the preparation of asset registers for county governments. Accordingly, 

the County Executives should seize this opportunity to ensure that they have properly 

updated asset registers. The Committee therefore recommends that the county executives 

complete a properly updated asset registers and provides a status report to the Senate within 

60 days from the adoption of this report. 

 

10. Weak Human Resource Management:  

The Committee observed that there were weak human resource management practices and 

recommends that-  

 the County Executives implement the recommendations of Capacity Assessment and 

Rationalization Programme (CARPS) on rationalization of staff; and 

 the County Assembly ensures that the County Public Service Board (CPSB) is 

independent of the influence of the County Executive. 

 

11. Irregular Public Participation Payments:  

The Committee observed that some County Executives paid substantial amounts to citizens 

who attended public participation meetings and noted that such payments were irregular 

since it was a civic duty of citizens to participate in such meeting so as to give their views 
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on how they wanted their issues addressed. The Committee further noted that such 

payments were prone to abuse and recommends that- 

 public participation meetings be held at the local level where the public would not 

require the use of motorized transport to get to such meetings; and 

 the Senate ensures that the Bill on public participation that guide the process of proper 

public participation is passed and assented to forthwith. 

 

12. Poor Budgeting and Weak Budget Performance Control. 

The Committee noted that most County Governments had carried out poor budgeting and 

that there was weakness in control of budget performance. The Committee recommends 

that- 

 the Controller of Budget strictly enforces the provisions of Article 228(5) on 

withdrawal of funds by the County Government entities; 

 National Government entities should build the capacity of Members of County 

Assemblies to interrogate reports of the Controller of Budget on budget oversight, to 

scrutinize budgets and to participate in the budget cycle effectively; and 

 the County Governments should strictly adhere to the budget ceilings for development 

and recurrent expenditure as stipulated by the County Allocation of Revenue Act.  

 

13. Poor record keeping:  

The Committee noted that there was poor record keeping in the procurement and 

accounting departments in most county executives. The Committee recommends that- 

 the registry, procurement, finance, and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 the CECM–Finance and the Accounting Officer (Chief Officer-Finance) should ensure 

adherence to paragraph 90 of the Public Finance Management (County Governments) 

Regulations. 

 

14. Failure to submit documents for Audit to the Auditor General: 

The Committee noted with concern the failure of the County Government entity to submit 

documents to the Auditor General so as to carry out the audit. The Committee therefore 

recommended that the accounting officer undertakes administrative actions forthwith 

against the responsible officers in accordance with section 156 of the Public Finance 

Management Act and provides a status report to the Senate within 60 days from the 

adoption of this report. If the behaviour persists during the audit of the FY2020/2021, the 

Accounting Officer may be prosecuted for breach of section 197(k) of the Public Finance 

Management Act and section 62(1)(b) and (c) of the Public Audit Act. 
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15. Outstanding Imprest:  

The Committee noted that most County Governments had huge amounts of outstanding 

imprest and taking into consideration the duration of the audit exercise, there should not 

have been any outstanding imprest at the publication of the respective audit reports. The 

Committee therefore recommends that-  

 the Accounting Officers should recover the imprest with interest as per paragraph 

93 (6) of the Public Finance Management (County Governments) Regulations; and  

 where the accounting officers do not recover the imprest, prosecution should be 

instituted for breach of paragraph 93(7) of the Public Finance Management (County 

Governments) Regulations.   

 

16. Irregular funding of National Government functions by County governments   

The Committee noted that some County Executives spent huge amounts of public funds on 

functions of the National Government without adhering to the laid down constitutional and 

Intergovernmental Relations Act framework. The Committee recommended that the 

county CEO should always ensure that before undertaking any national government 

function, the laid down constitutional and Intergovernmental Relations Act framework is 

adhered to. 

 

17. Delayed release of Equitable share to County Governments 

The committee observed that the National Treasury has continued over the recent years to 

disburse funds to counties contrary to approved schedules set out by the County Allocation 

of Revenue Acts in contravention of Article 219 of the Constitution. This breach has led to 

late release of substantial cash disbursement towards the last weeks to closure of financial 

years portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect position 

of surplus in the Financial Statements.  The committee recommends that the Cabinet 

Secretary for National Treasury strictly adheres to release of funds to county governments 

as per the cash disbursement schedule as approved by the Senate. 

 

18. IFMIS Challenges  

 

The Committee noted that the accuracy of the financial statements and IFMIS is a prime 

responsibility of county governments. The committee further observed that the variances 

do occur in the system but noted that it was the users’ responsibility to clear outstanding 

errors in IFMIS systems through regular auto-reconciliations. The committee therefore, 
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recommends that the County CEO ensures that the IFMIS reports produced are the true 

records. The committee further recommends that the counties should constantly train the 

staff and have staff commitment to regularly interrogating the system.    

 

19. Payment to the Council of County Governors 

 

The Committee noted that the County Executive paid money to the Council of County 

Governors for maintenance of its operations. The Committee observed that the payment 

was irregular as the Council of County Governors should be funded by the National 

Government through the IGRTC. The Committee recommends that the National 

Government allocates funds to operate and maintain the Council of County Governors. 

 

20. Value for money for agricultural, livestock or tree planting projects 

The Committee noted that there was need for proper public participation and impact 

assessment prior to execution of projects and recommends that the County CEO and CECM 

Finance should always ensure that agricultural, livestock or tree planting projects are only 

executed after developing policy guidelines approved by the County Assembly. The 

guidelines should contain a clear framework for distribution, monitoring and evaluation 

and oversight by County Assembly.    

 

21. Opening of several accounts in commercial banks 

 

The Committee noted that counties operated several commercial bank accounts contrary to 

Paragraph 82(1)(b) of the Public Finance Management (County Governments) 

Regulations. The Committee recommends that the National Treasury should ensure that 

County Governments adhere to paragraph 82(1)(b) of the Public Finance Management  

(County Governments) Regulations with regard to operating bank accounts. 

 

 

22. Staff ethnic composition  

The committee noted that this is a common phenomenon across counties, and 

recommended that counties should work towards attaining the requirement of the 

provisions of section 65(1)(e) of County Government Act on ethnic inclusivity. 

23. Unsupported Expenditure (Scholarships and Other Education Benefits) 

The Committee noted that there was need for proper framework conceptualization prior to 

execution of bursary projects and recommended that the County CEO and CEC Finance 

always ensures that similar projects could only be executed after developing policy 
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guidelines approved by the County Assembly. The guidelines should contain clear 

framework for disbursement, monitoring and evaluation, reporting and oversight. 

24. Lack of a functional Internal Audit committees  

The Committee noted that the Audit Committee had not been established in some County 

Governments as required by paragraph 167 Public Finance Management (County 

Governments) Regulations. The committee recommends that the relevant Governors take 

administrative and disciplinary action on the accounting officer for negligence of duty. 

 

25. Burning of county offices containing finance documents  

The committee also came across the bizarre situation of the unavailability of documents 

for audit due to the burning of county finance offices. This incident was observed in the 

Audit of Homa Bay County Executive where fire conveniently destroyed finance 

documents thus rendering the audit exercise impossible to undertake. The Committee 

therefore recommends that the Ethics and Anti-Corruption Commission and the Directorate 

of Criminal Investigations investigate incidences of fire in county finance offices with a 

view to not only prosecute the arsonists responsible but also unearth the motive for the fires 

and the prosecute the persons ultimately responsible for them. 

26. Other Recommendations.  

In the Committee’s view, a culmination of basic failures in governance and management 

exposed the counties to a very significant risk of fraud, impropriety and poor value for 

money over many years. The serious problems that have come to light reveal the need for 

fundamental changes in the culture and practices within the counties. They also 

demonstrate the need for more effective oversight. 

The report also contains specific recommendations for respective audit queries for the three 

financial years for each county, hereby indicated as chapters in the body of the report. 
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INTRODUCTION 

 

Legal Framework 

The 2010 Constitution ushered in new public financial management architecture in Kenya. 

Importantly it devolved fiscal powers enabling the county level to take responsibility of its 

public financial management. However, it visibly left the authority of standardization and 

accountability systems with the National Government. Chapter 12 of the Constitution provides 

the legal provisions to be adhered to by both the National and the County levels of government. 

 

The Constitution, under Article 174, sets out the objects of devolution and gives power to the 

people for self-governance through participation of the people in the exercise of decisions 

affecting them and managing their own affairs and development. Key to this feature is ensuring 

equitable share of national and local resources. It also confers to facilitate devolution of state 

organs and their functions and services.  

 

The Constitution under Article 201 outlines the principles of public finance management to be 

observed at both levels of government and these includes openness, and accountability, public 

participation, prudent and responsible financial management. Further, to enforce this 

accountability, the Constitution sets various institutions at the national and county levels to 

ensure promotion of accountability, and openness for prudent and responsible financial 

management.  

 

Office of the Auditor General 

The Office of the Auditor General Forwards Reports on the financial operations of the County 

Governments for specific financial years to the Senate pursuant to the provisions of Article 

229(7). The reports, once tabled, stand committed to the Sessional Committee on County 

Public Accounts and Investments. 

 

Sittings of the Committee 

The Committee held several meetings with the County Government Executives on various 

dates during the session where it considered the reports of the Auditor General. The Committee 

was not able to visit any of the Counties due to its busy schedule and a backlog of business. 
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The sittings were primarily investigatory and the Committee received evidence from the 

Governors of the County Executives as the Chief Executive Officers to the County 

Governments pursuant to Article 179 (4) of the Constitution. The members of the County 

Executive Committee and other County officials accompanied the CEOs to the meetings of 

the Committee. 

 

Issues for Determination 

The main issues for investigation and determination were the various audit queries contained 

in the report of the Auditor General on the Financial Operations of the various counties for the 

financial years 2017/2018, 2016/2017 and 2015/2016.  

This report is issued pursuant to the requirements of Articles 96 (3) and 229(8) of the 

Constitution of Kenya and the Senate Standing Order 213. 

 

Guiding Principles 

The Committee in arriving at particular recommendations took into account the responses 

given by the county management, the mitigation measures by the counties, and the fact that 

some issues that required immediate attention having been overtaken by events. The 

Committee was further guided by the mandate of the Senate pursuant to the provisions of 

Article 96(1) of the Constitution; particularly the need to strike a balance between protection 

of the counties vis-a-vis the oversight role of the Senate over counties in accordance with the 

provisions of Article 96(1) and 96(3) of the Constitution respectively. 

 

Where any breach of law has an attendant remedy, consequence or penalty in law, 

recommendations of this report do not preclude any liability that may arise as a result of any 

legal action within the breach of the prescribed law. 
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CHAPTER ONE : KISII COUNTY EXECUTIVE  

 

1.1. FINANCIAL YEAR 2017/2018. 

 

The Governor of Kisii County, Hon. James Ongwae, EGH appeared before the 

Committee on 15th May, 2019 and 29th July, 2020 to respond (under oath) to audit queries 

raised in the Report of the Auditor General on Financial Statements for Kisii County 

Government for the Financial Year 2017/2018.  

 

Qualified Opinion 

 

1. Under Banking of Revenue 

The statement of receipts and payments for the year ended 30 June, 2018 reflects County own 

generated receipts of Kshs. 507,593,030 out of which an amount of Kshs. 252,359,854 only 

was banked   in the County Revenue Fund (CRF) account, leaving a balance of Kshs. 

255,233,176 which appear to have been spent at source. 

Consequently, the accuracy and completeness of the County own generated receipt could not 

be confirmed. 

Management Response 

The Management concurred with the auditor’s observation on under banking of revenue. Out 

of total receipts of Kshs. 507,593,030 of which Kshs. 252,359,854 was banked to County 

Revenue Fund (CRF) account in Central Bank of Kenya leaving a balance of Kshs. 

255,233,176 which was not banked to County Revenue Fund (CRF). This difference of Kshs. 

255,233,176 comprise of the amounts shown on the table below: 

NO. ITEM DESCRIPTION AMOUNT Ksh 

1 Alcoholic Drinks Control 9,101,680 

2 Demonstration farm fund 8,387,506 

3 Facility Improvement Fund (FIF) 238,249,921 

4 KCB Account (Revenue Collection not swapped to CBK as 

at 30th June 2018 

4,959,077.25 
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5 Collection for 30th June, 2018 not banked as at 30th June 

2018. 

1,582,309.75 

 

(i) The Kisii Alcoholic Drinks Control fund was established by The Kisii Alcoholic 

Drinks Control Act 2015. The purpose of the fund includes among others; to control 

the production, sale, distribution, promotion and use of alcoholic drinks and 

promotion of research, treatment and rehabilitation for persons dependent on 

alcoholic drinks. 

The Fund is administered by a directorate of the department of trade and industry 

and other members drawn from national Government and private sector and the 

general public. Therefore the Fund management consist of, Executive Member who 

is the Chair, County Public Officer, the County Commander Police, the Director who 

is the Secretary, one person who is an advocate of high court, officer coordinating 

National Government functions in the County and two residents of the County. Being 

a fund, the amount is not swapped to the County Revenue Fund account (CRF).  

(ii) Kisii Teaching and Referral Hospital was made a body cooperate by an Act of Kisii 

County Assembly that is, The Kisii Teaching and Referral Hospital Act 2014.  

Consequently, the Hospital became a semi-autonomous entity managed by the board, 

of directors. Pursuant to the Act the board has the power to open a bank or bank 

accounts for the hospital, prepare its own budget transfer to its reserve any amount 

as it may deem fit, meet its own expenditure and cause preparation of fund’s financial 

statement hence the receipts are not swapped to County Revenue Fund account 

(CRF).  This is in line with the provisions of Section 109(2)(b) of the Public Finance 

Management Act 2012.  

(iii) The Demonstration Farm Fund of Kisii was established by exchequer and audit 

(Demonstration Farms Fund) regulations, 1990. The Fund was operating under the 

Ministry of Agriculture which was devolved. The objective and purpose of the fund 

is to provide funds required for development and running of the Demonstration farms 

at farmers training centers. All receipts, earnings and accruals of the fund and the 

balance of the fund at the close of the financial year shall not be paid into the 

Consolidated Fund but shall be retained for the purpose for which the fund is 

established. Separate books of accounts are prepared and audited by the Auditor-

General. The first audit was done in the financial year 2017/2018.  

(iv) The amount of Kshs 4,959,077.25 is the cash collected as at 30th June 2018 and 

banked in the County Revenue Collection account in Kenya Commercial Bank but 
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had not been swapped into the main CRF in the Central Bank. KCB has the practice 

of swapping funds into CBK every Tuesday of the week. Therefore, the cash in 

question was later swapped to CBK on Wednesday the 4th July, 2018 since the 

financial year ended on a Saturday. Being a post balance sheet event, the adjustment 

to the financial statement was made.    

(v) Kshs1,582,309.75 were collections (from small markets across the county) for 

30th June 2018 which was on a Saturday when banks usually close earlier being 

weekend hence not possible to bank past 2 P.M collections from rural area 

markets. These markets are at the far end part of Kisii example; South 

Mugirango, Machoge Borabu, Masimba among others that are more than 15km 

away from banks. However, the amounts were banked into the County Revenue 

Collection account in KCB in July 2018.  

Committee Observation and Recommendation 

The committee noted with concern that the executive failed to explain to the auditor that 

the under banking of revenue was as a result of line items being Funds, and therefore the 

amount could not be swapped to the County Revenue Fund account (CRF). The 

committee recommended that the county should ensure these funds are regularly audited 

in line with Public Audit Act so that all the revenues are accounted for. The committee 

further recommended that the Chief Officer fiancé should ensure there is compliance of 

the PFM Act.  

2. Cash and Cash Equivalents 

Review of cash and cash equivalent revealed the following: 

i. The statement of assets and liabilities as at 30 June, 2018 reflects bank balances of 

Kshs. 1,857,942,107 and as disclosed in Note 21A to the financial statements. 

However, the recurrent account and development account cash books were reflecting 

credit balances of Kshs. 5,910,857.35 and Kshs. 1,663,219,318.90 respectively on 

that date. No satisfactory explanation was provided for this anomaly. 

ii. The variances between the cash book balances and the balances reflected in financial 

statements for the two above accounts were not reconciled. 

iii. Maternal Healthcare Account, Fuel Levy Account and National Agriculture and 

Rural inclusive growth project account cash books were not maintained. 

Consequently, the accuracy and completeness of the bank balances of Kshs 1,857,942,107 

could not be confirmed. 

Management Response 
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i. The management concurred with the auditor’s observation that the recurrent and 

development expenditure reflected credit balances of Kshs 5,910,857.35 and Kshs. 

1,663,219,318.90 respectively. This is because the system did not have a fully functional 

Cash Management (CM) module which facilitates auto reconciliation in IFMIS cash 

book. Without the CM module, it is not possible for the debit and credit side of the cash 

book to net off implying that the cash book (in IFMIS) will show the expenditure entries 

(Credit side entries) and not the receipts entries (Debit side entries) when the IFMIS 

report is run. Therefore, the credit balance of Kshs 5,910,857.35 and Kshs. 

1,663,219,318.90 for recurrent and development cash books respectively represents the 

expenditure for recurrent and development for the entire financial year 2017/2018 which 

was paid through IFMIS as shown below: 

Item Amount Kshs. Amount Kshs.

  

Transfer from exchequer to operations accounts   

Recurrent 6,749,310,880  

Development 1,890,720,997 8,640,031,877 

Credit balances as per the audit query     

Recurrent 5,910,857,951  

Development 1,663,219,319 7,574,077,270 

Transfers and Bank Balances   

County Assembly ( Recurrent and Development)   874,401,598  

NAGRIP Account 55,000,000  

DANIDA 20,480,807  

User Fee foregone 26,947,170  

Universal health care 23,174,848  

Development for youth polytechnics 29,817,690  

Balance at other banks as at 30th June 2018 36,132,494 1,065,954,607 

  8,640,031,877 

ii. The management concurred with the auditor’s observation that the balances reflected in 
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the financial statements did not agree with the cash book balances in IFMIS. However, 

for IFMIS to maintain a complete cash book (with both credit and debit entries), the cash 

management module in IFMIS must be active to facilitate double entry of transactions 

and subsequent auto reconciliation. At the time of audit, IFMIS could not maintain a 

complete cash book since the National Treasury had not activated the cash management 

module (CM). Due to the inability of IFMIS to support the said function, the County 

Executive of Kisii maintained a manual cash books in Excel work sheets.  

The manual cash book balances were used to report the cash and cash equivalent the 

rationale being that, the Excel work sheet could be reconciled manually since the cash 

management (CM) module which could assist in auto reconciliations in the system was 

and is still not active. 

iii. The management did not maintain a complete cash books for Maternal Healthcare, Fuel 

levy and national agricultural and rural inclusive growth projects in IFMIS due to the 

non-functional Cash Management (CM) module. On the other hand the County 

Executive of Kisii did not maintain separate cash books for the above said funds since 

IFMIS only recognized two accounts hence two cash books i.e Recurrent and 

Development accounts hence Recurrent and Development cash books.  

Due to the above reasons, the County Executive of Kisii maintained manual cash books 

in Excel work sheets format the rationale being that the manual cash books could be 

reconciled manually since cash management (CM) module which could assist in auto 

reconciliation in the system was and is still not active. Therefore, the manual cash book 

balances (and not the incomplete IFMIS balances) were used to report the cash and cash 

equivalent in the financial statements.  

Committee Observation and Recommendation 

The committee noted that the county entity faced challenges in operationalization of 

IFMIS due to inactive modules, instability of the system or wrong coding and 

recommended that;  

 National Treasury to undertake a thorough capacity building on operationalization 

of all modules of IFMIS to staff at the County Government entity. 

 National Treasury to provide a stable system for operation of IFMIS which is the sole 

source of verification of revenue and expenditure of any government entity.  

 The National Treasury develops an IFMIS System that is relevant to county 

government operations that is separate from the one used by the National 

Government.  
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3. Prior Year Adjustments 

The statement of assets and liabilities as at 30 June, 2018 reflects a prior year adjustment of 

Kshs.422, 937,101. This figure is made up of unpresented cheques as at 30 June 2017. The 

payments relating to the unpresented cheques were also included in the year 2016/2017. 

Consequently, the validity and accuracy of the prior year adjustments could not be confirmed. 

Management Response 

The balance as at 30th June 2017  (cash and cash equivalent) was Ksh 2,124, 935,871/= this 

figure included transaction on transit as at 30th June, 2017 totalling to Ksh 422,937,101 which 

had been correctly recognized as expenditure in the financial year 2016-2017 but no 

adjustment was made in the cash book balances as at 30th June 2017. Therefore, in the financial 

statement for the financial year ended 30th June 2018, the balance brought down was 

erroneously stated as Ksh 2,124, 935,871/= which was unadjusted cash book balances as at 30 

June 2017. This means that this balance was overstated by Ksh 422,937,101/= (being payment 

in transit) and therefore the need for adjustments to reflect the right balance brought down as 

shown below. 

Particulars Amount (Kshs) 

Balance carried down as at 30th June, 2017 2,124,935,871 

Less: Cash in Transit as at 30th June, 2017 (422,937,101) 

Adjusted balance brought forward to 2017/ 2018 1,701,998,770 

 

Below is a summary of transaction in transit as at 30th June 2017 

S/No. Name of Account Account No. Bank Amount 

1 Development 1000170425 CBK 73,602,146.55 

2 Fuel Levy 1000276697 CBK 27,096,831.05 

3 Maternal 1000276703 CBK 766,256.95 

4 Recurrent 1000170395 CBK 321,471,865.9

5 

 Total   422,937,100.5 
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Committee Observation and Recommendation 

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

4. Pending Accounts Payables (Bills) 

Disclosed in Annex 1 to the financial statements are pending accounts payables totalling Ksh. 

1,264,907,554 which were outstanding as at 30 June, 2018. However, contract documents; 

local purchases/service orders; invoices; and schedules detailing the names of the 

contractors/suppliers, purchase/service order numbers, invoice numbers and description of 

goods, services or works were not provided for audit review. 

As a result, the validity, completeness and accuracy of the pending accounts payables totalling 

Ksh.1, 264,907,554 could not be ascertained. 

Management Response 

The management concurred with the auditor’s observation on pending accounts payables 

which were outstanding as at 30th June 2018. Pending bills of Kshs.1, 264,907,554 consist of 

various activities carried out in the County as detailed below:  

S/No. Description Amount 

(Kshs) 

1 Construction of Buildings 126,470,036 

2 Construction of Civil Works 449,748,860 

3 Supply of Goods 391,527,979 

4 Supply of Services 297,160,679 

 Total 1,264,907,55

4 

 

The management has made available detailed schedules of pending bills with the names of the 

contractors/ suppliers, description of the goods, services or woks rendered, contract/ PO 
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number, contract sum, billed amounts and outstanding amounts.  The office of Auditor-

General in conjunction with the National Treasury conducted the audit of pending bills whose 

report is not yet out.  

Committee Observation and Recommendation 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from supplies, may distorts 

the planning and procurement and may expose the County Government to litigations 

that will cost huge amounts of money in legal fees and fines that may be imposed by 

courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 The County Government should prepare a debt management strategy every 

financial year. 

 

Basis for conclusion 

1. Reservation of Budget to Youths and the Disadvantaged 

i. Out of the total procurement budget of Kshs. 844,596,453.57, an amount of Ksh. 227, 

223,802 or approximately 26.9% was reserved for the youth, women and persons with 

disabilities. This is contrary to Section 157(5) of the Public Procurement and Asset 

Disposal Act, 2015 that requires reservation of not is less than thirty per cent (30%) of 

procurement budget to the disadvantaged group and Section 158 that requires 

integration of preferences and reservations in the procurement plans. 

ii. Comparison of the List of Enterprises Registered to Benefit from Public Procurement 

and Disposal Preferences and Reservations as at 17 October, 2018 and the payment 

records maintained by county treasury revealed that, only Kshs. 72,203,154.60 was paid 

to suppliers registered under Preferences and Reservations Group. 

The disadvantaged groups were, therefore, deprived of their statutory entitlement in public 

procurement and denied economic empowerment. 
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Consequently, the County Executive was in breach of Section 157(5) of the Public 

Procurement and Asset Disposal Act, 2015 that requires reservation of not be less than thirty 

per cent (30%) of Procurement budget to the disadvantaged group and Section 158 that 

requires integration of preferences and reservations in the procurement plans. 

 

Management response 

i. The auditor’s observation on reservation of budget to youths and the disadvantaged 

group is not a true based on the procurement contracts awarded to the youth, women 

and persons living with disability in the year under review. The procurement contracts 

that were awarded to the youth, women and persons living with disabilities in the year 

under review were worth Kshs 265,284,764.55 of the total procurable budget of Ksh 

844,596,453.57.  This translates to 31.4% of the total procurable budget. 

ii. Notwithstanding the above procurement contracts awarded to these target groups, a 

substantial amount of procurement budget in the year under review was spent in the 

purchase of specialized equipment through Government to Government procedure. 

This included the procurement of drugs, vaccines and Sera through KEMSA totaling to 

Ksh 184,384,631. This therefore reduced the available procurable budget amount to 

Kshs 660,211,822.57 from kshs 844,596,453.55.  Based on Ksh 660,211,822.57 

procurable budget (after netting Government to Government supplies) then 42.2% was 

reserved to the said target groups.  

Committee Observation and Recommendation 

 

The Committee noted that the County Government had carried out poor budgeting and 

there was weakness in control of budget performance. The Committee recommended 

that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The county should strictly follow the Procurement budget of thirty per cent (30%) 

for the disadvantaged groups. 

 

2. Supply, Installation and Commissioning of Solar Street Lights 
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The County Executive awarded a contract to a firm for supply, installation and commissioning 

of 1000 (one thousand) solar street lights at contract sum of Kshs.345, 980,000 for a period of 

three financial years 2017/2018, 2018/2019 and 2019/2020. The following were noted: 

i. The tender was advertised on one newspaper on 5 February 2018. The advertisement 

was later placed on the County Government’s website on 8 February 2018 which was 

two (2) days after the mandatory pre-tender site visit on 6 February 2018. 

ii. A notification of award of the contract to the firm was done on 1 March 2018, fifteen 

(15) days before approval of the tender evaluation report and the professional opinion 

on 16 March 2018. However, the contract was entered between the two parties on 8 

March 2018, eight (8) days before the approval of the tender evaluation and 

professional opinion on 16 March 2018 and before lapse of the mandatory fourteen (14) 

days from the date of tender award notification. 

iii. Though, a performance bond from insurance firm was expressly stated as unacceptable, 

the County Executive received and accepted from the firm contracted a performance 

bond issued by an insurance firm. 

iv. The tender award was not publicized on the notice boards and website as required. 

Consequently, the County Executive was in breach of law and value for money was not 

realized. 

Management Response 

The management concurred with the auditor’s observation on the procurement process of solar 

street lights in the County. However, these anomalies in the tendering process were noted 

earlier before the audit and the County Executive initiated termination process as evidenced 

by the Governor’s letter and there after the correspondences to the contractor that have been 

annexed. The contract was finally terminated without any contingent liability since no 

deliveries had been made. The new procurement proceeding were initiated to procure the 

subject item within the available budgetary provision.  

 

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the Public 

Finance Management Act and provides a status report to the Committee within 60 days 

from the adoption of this report. If the behaviour persists during the audit of the 

FY2020/2021, the Accounting Officer may be prosecuted for breach of section 197(k) of 

the Public Finance Management Act. 
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3. Upgrading of Kisii Main Stage – Getare Road to Bitumen Standards 

A firm was awarded a contract to upgrade Kisii Main Stage- Getare Road to bitumen standard 

at a contract sum of Kshs.39, 819,610 on 14 March 2018. The following were noted: 

i. The contract documents did not specify the contract period though it was verbally 

explained that the works were to be done within six (6) months. 

ii. Physical verification done on 18 October 2018, that is one (1) month after the expected 

completion date, revealed that, works were done up to sub-base. Bituminous surface 

treatments, asphalt concrete application and road furniture of approximate value of Ksh. 

23,590,800 or 60% of the contract sum had not been done. In addition, due to lack of 

drainage works, which were provided for in section 8 (801) under special specifications 

of the tender document but not included in the bill of quantities, the road was partly 

washed away by storm water. The contractor was not on site even though no payments 

had so far been made. 

iii. Though it was explained that the procurement process for drainage works was 

underway, the date on which the project will be completed was not stated. 

Consequently, the County Executive was in breach of law and value for money was not 

realized. 

Management response 

i. The management concurred with the auditor observation, that the contract document 

did not specify the contract period. However, the tender document forms part of the 

contract agreement as provided under Section70 (6) (a) of the Public Procurement and 

Asset Disposal Act 2015. The tender document indicated the contract period of six (6) 

months or as may be extended by both parties for the completion of the works.  

Therefore, pursuant to Section 70 (6) (a) there was a contract period as specified in the 

tender document.   

ii. During the site handing over of the project, site instructions given to the contractor by 

the project engineer indicated the contract period to be six (6) months. 

iii. The management disagrees with the auditor’s observation that drainage works were 

omitted from the bill of quantities. The bills of quantities under bill no.8 culvert and 

drainage works were provided for at the cost of ksh 957,650 since this was a 

rehabilitation of an existing road. 

iv. The procurement process that was underway involved different works of side drains 

and walk ways which was not part of the rehabilitation works above. Further, under 

special conditions on the tender document section V it is indicated that the contract 
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period shall be for a period of six (6) months or as may be extended by both parties for 

the completion of the works.  Therefore, pursuant to Section 70 (6) (a) there was a 

contract period as specified in the tender document.  Finally, the road construction is in 

progress.  

 Committee Observation and Recommendation 

The committee observed that the project contract was not drafted with clarity and the 

Project completion timelines were not clearly specified. The committee recommended 

that the county must always ensure project contract and timelines are clear and projects 

are completed in time. The committee further recommended that the Auditor General 

should audit the projects to ascertain the completion and utilization of the said projects 

in line with this recommendation.  

 

4. Procurement Through Restricted Tendering 

The County Executive procured goods through restricted tendering even though 

advertisements were not placed on the procuring entity website regarding the intention to 

procure through limited tender as required under Section 102 of Public Procurement and Asset 

Disposal Act, 2015. The Management awarded the following contracts through restricted 

tendering as opposed to competitive tendering: 

i. A contract for supply of fingerlings, tilapia, catfish and female tilapia to a supplier 

at a contract sum Kshs. 6,451,480. 

ii. A contract for supply of drugs, vaccines, semen equipment to a supplier at a contract 

sum Kshs. 5,955,000. 

iii. A contract for supply of dog catchers and inspection kits to supplier at a contract 

sum Kshs. 4,512,000. 

iv. A contract for supply and delivery of Liquid Nitrogen to a supplier at a contract sum 

Kshs 4,470,525. 

v. A contract for supply and delivery of banana seedlings supplier at a contract sum 

Kshs. 3,803,360  

In view of the fact that the above goods were not procured competitively, value for money 

obtained could not be confirmed. 

Consequently, the County Executive was in breach of Section 102 of Public Procurement and 

Asset Disposal Act, 2015 and value for money was not realized. 

Management Response 

The subject items which were procured through restricted tender were specialized in nature 
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and required to be acquired from vetted and eligible suppliers as shown below: 

i. A contract for supply of fingerlings, tilapia, catfish and female tilapia to a supplier 

at a contract sum of Ksh. 6,451,480. 

 

Schedule of Requirement 

Item 

No. 

Item Description Unit Quantity Unit Price  

( Ksh) 

Amount 

(Ksh) 

1. Female Tilapia (500g) No 300  540 162,000 

2. Male Catfish (500g) No 200 540 108,000 

3. Female Catfish (500g) No 300  540 162,000 

4. Tilapia Monosex 

Fingerling 

No 309,090  12 3,709,080 

5. Al Aqua Fish feeds 15kg No 760  3,040 2,310,400 

 Total    6,451,480 

Procurement through restricted tender was done in accordance to Section 102 (b) 

(d) and Section 93 (1) of the Public Procurement and Asset Disposal Act, 2015. The 

supplies of fingerlings are specialized items and were required to be procured during 

a specific (dry season) in readiness for use during the wet season.   A notification to 

that effect was placed in the County website,  

ii. A contract for supply of drugs, vaccines, semen equipment (refrigerator) to a 

supplier at a contract sum Kshs. 5,955,000. 

Schedule of Requirement table 

Item 

No. 

Item Description Unit Quantity Unit 

Price(Ksh) 

Amount 

(Ksh) 

1. Verorab (anti-rabies) No 1,500  1,950 2,925,000 

2. Refrigerator 0.3m3 No 15  202,000 3,030,000 

 Total    5,955,000 
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Procurement through restricted tender was done in accordance to Section 102 (b) (d) 

and Section 93 (1) of the Public Procurement and Asset Disposal Act, 2015. Verorab 

(anti-Rabies) were required urgently to counter the spread of rabies within the County. 

On the other hand, other equipments such as refrigerator were required to be procured 

alongside for storage of the procured vaccines and preservation of semen.  

A notification to that effect had been placed in the County website. Manual 

correspondence and an extract of website entry have been provided. 

iii. A contract for supply of dog catchers and inspection kits to supplier at a contract 

sum Kshs. 4,512,000. 

Schedule of Requirement 

Item 

No. 

Item Description Unit Quantity Unit Price 

(Ksh) 

Amount 

(Ksh) 

1. Dog Catchers No 200 4,200 840,000 

2. Meat inspection kits No 153 24,000 3,672,000 

 Total    4,512,000 

 

Procurement through restricted tender was done in accordance to Section 102 (b) (d) and 

Section 93 (1) of the Public Procurement and Asset Disposal Act, 2015. These specialized 

supplies were urgently required the deliver the said items to enable the Government of Kisii 

County address the outbreak of diseases i.e foot and mouth disease and Lumpskin disease 

within the County.   

The dog catchers were also urgently required in order to apprehend and eradicate dogs infected 

with rabies.  A notification to that effect was placed in the County website.  

iv. A contract for supply and delivery of tissue culture banana seedlings to a supplier 

at a contract sum Kshs 4,470,525. 

Schedule of Requirement 

Item 

No. 

Item Description Unit Quantity Unit Price 

(Ksh) 

Amount 

(Ksh) 

1. Tissue culture banana 

seedlings 

No 24975 179 4,470,525 

 Total    4,470,525 
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Procurement through restricted tender was done in accordance to Section 102 (b) (d) and 

Section 93 (1) of the Public Procurement and Asset Disposal Act, 2015.The farm materials 

such as tissue culture banana seedlings are of specialized nature and supplied from a few 

known suppliers who had been pre-qualified. These materials are propagated and made 

available during the dry season in readiness for planting during the wet season.  

A contract for Ksh 4,470,525 was entered into and not Ksh 3,803,360 as captured by the 

auditor.   A notification to that effect was placed in the County website.  

v. A contract for supply and delivery of Liquid Nitrogen to supplier at a contract sum 

Kshs. 3,803,360.  

Schedule of Requirement table 

Item 

No. 

Item Description Unit Quantity Unit Price 

(Ksh) 

Amount 

(Ksh) 

1 Liquid Nitrogen Litres 8644 440 3,803,360 

 Total    3,803,360 

 

Procurement through restricted tender was done in accordance to Section 102 (b) (d) and 

Section 93 (1) of the Public Procurement and Asset Disposal Act, 2015. Liquid Nitrogen was 

necessary for storage of semen hence procured alongside the semen. A contract for Ksh 

3,803,360 was entered into and not Ksh 4,470,525 as captured by the auditor. A notification 

to that effect was placed in the County website.  

 

Committee Observation and Recommendation 

The committee noted that the county government used restricted tendering and at the 

time of audit, the explanations were not issued to the auditors. The committee further 

noted that the response given by the management was satisfactory.  

The committee recommended that in future the county government engages the auditor 

at the time of audit to avoid escalation of such queries. The committee further 

recommended that the county should always strictly adhere to the procurement laws.  

5. Budget Performance Analysis 

Included in the original and final programme based budgets (PBB) were activities amounting 

to Kshs. 1,663,145,388 and Kshs. 626,910,080, respectively. However, the line items under 

which these activities were charged were not indicated. Further, the Integrated Financial 

Management Information Systems (IFMIS) budget was not provided for audit review. 

Management response 
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Included in the original and PBB were activities of amount totaling Kshs. 1,663,145,388 and 

626,910,080 respectively. Hyperion Budget has been made available.  

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the Public 

Finance Management Act and provides a status report to the Committee within 60 days 

from the adoption of this report. If the behaviour persists during the audit of the 

FY2020/2021, the Accounting Officer may be prosecuted for breach of section 197(k) of 

the Public Finance Management Act. 

 

5.1. Citizens’ Budget 

i. The County Treasury prepared a programme based budget that majorly contained 

aggregated amounts for various activities/projects. The specific projects/activities and 

their cost estimates were not disclosed. The budget proposals from which the budget 

was derived were not presented for audit. 

ii. No feedback on the outcome of the public participation activities as required by 

paragraph 67 of County Public Participation Guidelines, 2016 was made to the public. 

iii. The proposed sector ceilings for the next three financial years were contained in County 

Budget contrary to regulation 30 (4) of The Public Finance Management (County 

Governments) Regulations, 2015. 

iv. County Fiscal Strategy Paper 2018 that had not been approved by county assembly was 

published in January 2018 but was not publicized via website. 

Consequently, the County Executive was in breach of law. 

Management Response 

i. Management concurred with the auditor observation that the Programme Based Budget 

uploaded did not have specific activities/projects translating into programmes. 

However, the activities and projects translating into programmes was prepared but were 

not uploaded. The anomaly was noted and officers were taken to the Kenya School of 

Government for training on Hyperion system.  

ii. Public participation was done in line with Article 10 of the Kenyan Constitution, 2010 

and Section 125 of the Public Finance Management Act, 2012 which provides for 

public participation in public financial management matters and decision making on 
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issues affecting them. The activities were conducted at the sub county level and reports 

prepared thereafter and shared. The reports which include the adverts, photos,  and 

issues raised.  

iii. The Regulations, 2015 state that the proposed sector ceilings for the next three financial 

years contained in C-BROP, may be firmed up or readjusted in the County Fiscal 

Strategy Paper submitted in February of financial year (N) and adopted by County 

Assembly by the 15" March of same financial year (N). 

However, the section quoted does not relate to the Medium Term Expenditure Framework 

(MTEF). The MTEF kind of budgeting has revenue and expenditure projections for 3 outer 

years and has been in use by the national treasury, parastatals and other government agencies 

since the 2000/2001 financial year. The annual budget and the (3-year) rolling MTEF 

provide a way to evaluate the realization of the outputs and outcomes and their contribution 

to the overall economic growth of the economy. 

iv. Section 117 of the PFM Act, 2012 states as follows:  

a) The County Treasury shall prepare and submit to the County Executive Committee the 

County Fiscal Strategy Paper for approval and the County Treasury shall submit the 

approved Fiscal Strategy Paper to the County Assembly, by the 28th February of each 

year 

b) That in preparing the County Fiscal Strategy Paper, the County Treasury shall seek and 

take into account the views of; 

i. The Commission on Revenue Allocation; 

ii. The public; 

iii. Any interested persons or groups; and 

iv. Any other forum that is established by legislation. 

c) Not later than fourteen days after submitting the County Fiscal Strategy Paper to the 

County Assembly, the County Assembly shall consider and may adopt it with or 

without amendments. 

d) That the County Treasury shall publish and publicize the County Fiscal Strategy Paper 

within seven days after it has been submitted to the county assembly. 

The CFSP for FY2017/2018 was prepared and submitted to the County Assembly in October, 

2016 and the budget estimates for the year under review were also approved by the County 

Assembly in April 2017. This was necessitated by the General Elections that were held in 

August 2017 which prompted the National Treasury to issue a revised calendar for that year.  

The CFSP, 2016 was published and publicized in accordance with the provisions of the PFM 

Act, 2012, and can be accessed from the Kisii County Website.  

On the other hand, The CBROP for FY2016/2017 was prepared and submitted to the County 

Assembly in October, 2017. However, its approval by the County Assembly was in March, 



40 
 

2018. It should be noted that the PFM Act, 2015 does not give a timeline on when the County 

Assemblies should approve the CBROP once it is presented in the house. 

 

Committee Observation and Recommendation 

The Committee noted that the County Government had carried out poor budgeting and 

there was weakness in control of budget performance. The committee further noted that 

there was no proper public participation on the budgeting, therefore, leading to lack of 

ownership of the budget by the community;  

The Committee recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  

 

 

5.2. Budget Allocation Ceilings. 

The supplementary budget estimates for various votes did not adhere to the budget ceiling as 

some budget items were below or above the one percent (1%) variance over the ceilings set in 

the County Fiscal Strategy Paper (CFSP) contrary to regulation 37(1) of the Public Finance 

Management (County Government) Regulations, 2015 as shown below: 

 

Department 

 

CFSP 2018 

Kshs 

 

2017/2018 

Budget 

Kshs 

 

Variance 

(Ceiling-Budget) 

Kshs 

 

%Age 

Variance 

Kshs 

County Executive 467,000,000.00 479,169,259.00 12,169,259.00 2.61% 

Finance and Economic 

Planning 

1,500,000,000.0

0 

1,473,658,948.00 (26,341,052.00) -1.76% 

Agriculture, 

Livestock, Fisheries 

and Co-operative 

development  

655,000,000.00 645,743,391.00 (9,256,609.00) -1.41% 
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Energy, Water, 

Environment and 

Resources 

450,000,000.00 324,040,191.00 (125,959,809.00) -27.99% 

Education, Labor and 

Manpower 

729,000,000.00 653,814,848.00 (75,185,152.00) -10.31% 

Health Services 3,420,000,000.0

0 

3,332,863,968.00 (87,136,032.00) -2.55% 

Lands, Housing, 

Physical Planning and 

Urban development 

323,000,000.00 298,520,099.00 (24,479,901.00) -7.58% 

Department of Trade 

Development and 

Regulation 

189,000,000.00 156,396,260.00 (32,603,740.00) -17.25% 

Culture, Sport, Youth 

and Social 

Services4,959,077.25 

227,000,000.00 249,772,171.00 22,772,171.00 

 

 

10.03% 

Kisii Town 362,000,000.00 339,746,465.00 (22,253,535.00) -6.15% 

 

The fiscal responsibility principles or the financial objectives were therefore not adhered to by 

the County Executive. 

Consequently, the County Executive was in breach of law and value for money was not 

realized. 

Management Response 

 

Section 117(1) of the Public Financial Management Act, 2012 states that the County Treasury 

shall prepare and submit to the County Executive Committee the County Fiscal Strategy Paper 

for approval and the County Treasury shall submit the approved Fiscal Strategy Paper to the 

County Assembly, by 28th February each year. Further, Sub-Section 2 of the Act indicates that 

the County Treasury shall align its County Fiscal Strategy Paper with the national objectives 

contained in the Budget Policy Statement which is always submitted to the National Assembly 

by 15th February each year. 

The indicative figures contained in the Budget Policy Statement that was released by the 

National Treasury in October 2016 and the figures released by the National Treasury on 12th 

July 2017 under County Allocation and Revenue Act (CARA) were different necessitating the 

preparation of supplementary budget.  
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In addition, unreleased and unspent balances which must be included in the budget could not 

be reliably predicted by the time the Fiscal Strategy Paper was prepared and submitted to the 

County Assembly because they can only be ascertained at the end of the Financial Year (30th 

June each year) 

The table given illustrates the changes that affected ceilings in the revised budget  

 

No. ITEM FSP 2016 AS PER 

BPS OF OCT 

2016 

REVISED 

BUDGST AS PER 

CARA  2017 

DIFFERENCE 

1.  Equitable share  8,168,471,097 7,429,200,000 739,271,097 

2.  Level 5 Hospital 400,642,857 417,572,254 -16,929,397 

3.  User Fee Forgone 26,859,653 26,138,997 720,656 

4.  Free maternal 194,699,400 0 194,699,400 

5.  Fuel levy (RMLF) 214,987,500 302,237,646 -87,250,146 

6.  Leasing of Medical 

Equipment 

95,744,681 0 95,744,681 

7.  E.U IDEAS 0 66,000,000 -66,000,000 

8.  DANIDA Grants 0 20,480,807 -20,480,807 

9.  Urban Development 

Grants 

0 164,053,800 -164,053,800 

10.  Conditional 

Allocation for 

development of 

youth polytechnics 

0 29,817,690 -29,817,690 

11.  National 

Agricultural and 

Rural Inclusive 

Growth Projects 

0 50,000,000 -50,000,000 

12.  Kenya Devolution 

Support Programs 

“Starter Pack” 

0 34,251,811 -34,251,811 

13.  Un released 

balances 

0 1,356,614,617 -1,356,614,617 

 

 

Committee Observation and Recommendation 



43 
 

That the County Government had carried out poor budgeting and there was weakness 

in control of budget performance. The Committee further noted this is a problem beyond 

the County governments, they receive conflicting budget figures, initially from the 

National Treasury and subsequently after the passage of CARA hence occasioning 

supplementary budgets. The committee recommended review of the PFM Act to address 

this matter.  

 

5.3 The Budget versus Procurement Plan 

The annual procurement plan for the financial year 2017/2018 did not specify the works, goods 

and services to be procured and the timelines within which procurement was to be done as 

required by Section 21(1) of the Public Procurement and Disposal Regulations, 2006. Further, 

it was noted that development procurement plan amount exceeded the budgeted amounts. 

Further, items that were not in the budget were included in the procurement plan as shown 

below: 

Department Budget Kshs Procurement 

Plan Kshs 

Variance 

Kshs 

Department of Roads, Public 

Works and Transport 

1,057,309,283 1,250,358,940 193,049,657 

Department of Lands, Physical 

Planning and Urban 

Development  

218,475,387 292,357,453 65,840,347 

County Administration 109,031,961 174,000,000 64,968,039 

Department of Culture and 

Social Services 

154,193,323 217,593,323 63,400,000 

Department of Education, 

Labour, Manpower 

Development and ICT 

151,697,500 189,297,500 37,600,000 

Department of Finance and 

Economic Planning 

115,617,690 185,617,690 70,000,000 

Kisii Town 237,965,050 278,465,050 40,500,000 

Department of Trade 

Development and Regulations 

88,423,697 153,200,000 64,776,303 

Department of Energy, Water, 

Environment &Natural 

Resources 

169,301,162 198,651,832 29,350,670 
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Further, included in the procurement plan was an item, “Wireless Access Point Corporate” 

with an estimated cost of Kshs.465, 000,000 charged under construction of roads line item 

which was not in the budget. 

Consequently, the County Executive was in breach of Section 53 of the Public procurement 

and Assets Disposal Act 2015 provides that an accounting officer shall prepare an annual 

procurement plan which is realistic in a format set out in the Regulations within the approved 

budget prior to commencement of each financial year as part of the annual budget preparation 

process; all asset disposals shall be planned by the accounting officer concerned through 

annual asset disposal plan in a format set out in the Regulations; and that a procurement and 

asset disposal planning shall be based on indicative or approved budgets which shall be 

integrated with applicable budget processes. 

Management Response 

The IFMIS procurement plan is a consolidated document that combines individual budget line 

items from both recurrent and development budgets. The output always contains a cumulative 

figure for recurrent and development budgets which are segregated by the classification codes. 

The development items start with code one (‘’1’’), while the recurrent items begin with code 

zero (“0’’). Ideally, the output should match the input. This however is not the case with the 

IFMIS consolidated procurement plan. 

It is important to note there IFMIS has functionality issues which quite often results to system 

errors. These errors include but not limited to inflation of procurement figures and 

inconsistencies in outputs generate by the system in that the fast and second output of same 

report don’t match.  For instance, in the year under review, the system was not consistent with 

the output of the consolidated procurement plan as it generated different figures for the same 

report as shown here below: 

     

 Department Procurement 

Plan 

Number 

 1st Run   2nd Run  Variance   

 Procurement plan   Procurement plan  

Executive 

9087 

            

665,395,410.00  

            

705,245,540.00  

             

(39,850,130.00) 

Administration 

9002 

              

59,277,564.90  

            

258,076,843.90  

           

(198,799,279.00) 

Finance 

9111 

   

362,383,144,840.00  

   

362,720,322,406.00  

           

(337,177,566.00) 
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Public Works 

8979 

            

544,748,756.04  

        

1,422,349,660.00  

           

(877,600,903.96) 

Health 

9158 

      

60,313,785,362.00  

   

161,035,571,849.50  

   

(100,721,786,487.50) 

Education 

9226 

            

236,383,000.00  

            

210,100,690.00  

                

26,282,310.00  

Agriculture 

9182 

            

190,797,280.02  

            

287,739,026.02  

             

(96,941,746.00) 

Environment 

8949 

         

169,062,677.50        288,988,349.00         (119,925,671.50) 

Culture 

8929 

        

6,402,401,200.00  

        

6,559,845,723.00  

           

(157,444,523.00) 

Physical 

Planning 9180 

            

300,235,000.16  

            

531,592,453.16  

           

(231,357,453.00) 

Trade 

8985 

            

174,185,634.00  

            

184,335,634.00  

             

(10,150,000.00) 

Kisii Town 

9181 

              

38,700,000.59  

            

308,911,150.59  

           

(270,211,150.00) 

 

It is with above background that we may not confidently rely on the system generated figures 

in the annual procurement plan budget. This may, therefore, explain the inconsistencies 

between the auditor’s observations that the development procurement plan amount exceeded 

the budgeted amounts.  

Further it is noted that the auditor only picked the development procurement budget to analyze 

the inconsistencies between the budget and procurement plan.  Whereas the annual 

consolidated procurement plan is a cumulative of both development and recurrent budgets. 

Due procurement planning was followed in accordance with the laid down procurement and 

asset disposal procedure in the year under review. 

Further Ksh 465,000,000 presents the budget for the department of roads and public works. In 

the approved budget the amount was for County access road. However, the figure was 

erroneously appearing in the procurement plan as “wireless access point corporate”. The item 

description was erroneously selected from the drop down list as “wireless access point 

corporate” instead of “Access road”.  Further, the amount of Ksh 465,000,000 does not appear 

neither in the budget estimates (as passed by the County Assembly of Kisii) nor as uploaded 

in IFMIS.    
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Committee Observation and Recommendation 

The Committee noted that the accuracy of the financial statements and the IFMIS is a 

prime responsibility of the county government. The committee further observed that the 

variances do occur in the system, however it’s the user’s responsibility to clear 

outstanding effects in IFMIS systems through auto-reconciliations regularly. The 

committee therefore, recommended that the County CEO must ensure that the IFMIS 

reports produced are the true records. The committee further recommended that the 

counties should constantly train the staff and have staff commitment to regularly 

interrogating the system.    

 

6. Public Participation 

The County Executive incurred an expenditure of Kshs. 12,607,500.00 on public participation 

on diverse dates. However, no feedbacks on the outcome of the public participation activities 

were made to the public for their input. 

Management Response 

Public participation was done in line with Article 10 of the Kenyan Constitution, 2010 and 

Section 125 of the Public Finance Management Act, 2012 which provides for public 

participation in public financial management matters and decision making on issues affecting 

them. The activities were conducted at the sub county level and reports prepared thereafter and 

shared.  

 

Committee Observation and Recommendation 

 

The committee noted that the county government did not avail the information to the 

auditors on the public participation. The Committee further noted with concern the 

failure of the County Government entity to submit documents to the Auditor General so 

as to carry out an audit. The Committee therefore recommended that the accounting 

officer undertakes administrative actions forthwith against the responsible officers in 

accordance with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report. The 

committee recommended that records of proceedings and feedback from the public has 

to be kept and provided when requested. If the behaviour persists during the audit of the 

FY2020/2021, the Accounting Officer may be prosecuted for breach of section 197(k) of 

the Public Finance Management Act. 
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7. Budgeted Revenue and Other Receipts 

A review of the budget against actual receipts revealed the following: 

i. The plot register indicated that out of Kshs. 16,275,421 rent collectable from 2,707 

properties an amount of Kshs. 8,679,112 only was collected leaving a balance of Kshs 

9,461,711 uncollected. 

ii. The County Executive has estimated to collect a sum of Kshs. 9,000,000 in form of coffee 

and tea Cess in the financial year 2017/2018. However, no revenue was collected under 

this source despite the fact that tea and coffee farming were major economic activities in 

the County. 

iii. The single business register indicated that out of collectable fee of Kshs. 68,374,750, an 

amount of Kshs. 58,494,781 only was collected leaving a balance of Kshs. 9,897,969 

unrealized. 

iv. The land register LAIFORMS indicated arrears in property rates amounting to Kshs. 

112,485,597 as at 30 June, 2018. This amount decreased from Kshs. 278,691,498 reported 

in the financial year 2016/2017 by Kshs. 166,205,901 though Kshs. 2,229,375 only was 

collected and reported in the financial statement for 2017/2018. It was not clear how the 

property arrears reduced as per the property register by such a huge margin which did not 

translate into revenue collections. 

Management Response 

i. At inception of the County Government, Transitional Authority (TA) was to compile a list 

of all Assets and Liabilities belonging to defunct Local Authorities. This exercise is 

partially done making it difficult for the County Government to identify Public Land across 

the County. Due to this the County Government Projected to collect 16,275,421 from lands 

rates as stated by the auditor.  

However, during the year it came to our notice that some pieces of ratable land actually 

belong to the Government inform of Markets, Social halls, public wash rooms, tea buying 

centres, cattle dips and schools etc. Further, it came to our notice that some of the ratable 

pieces of land were acquired illegally as per the land commission hence collecting rates 

could amount to legitimization of ownership.  

Therefore, the amount of Kshs, 16,275,421 could not be fully collected.  For genuine 

outstanding property rates, the County Government has issued the demand notice to the 

defaulters.  

ii. The defunct local authority used to collect 1% from all tea and coffee farmers at source 

and the proceeds were remitted to respective boards who would eventually apportion 20% 
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of the 1% to the local authority in form of LATF and 80% of 1% gets back to Factories to 

upgrade and maintain access roads to respective factories.  

When County Governments came into being, it was argued that the whole amount of 1% 

be remitted to County Governments because they were to take the role of maintaining and 

upgrading of the access roads. This was contested in court through petition 18/2014. Since 

then, KTDA stopped deducting this levy and its remittance to Kisii County Government as 

evidenced by tea growers’ advice slip. 

iii. The management concurred that ksh 9,897,969 was not collected out of the anticipated 

amounts of ksh 68,374,750. This period under review was an electioneering year. There 

was anxiety and the fear of the unknown was evident. This made traders close shops 

affecting the amounts collectable from this source. 

iv. The auditor’s observation on property rates arrears of Ksh 112,485,597 is not a true 

reflection of the outstanding amounts of arrears. This figure is only the principal amount 

of property rate arrears and does not include accumulated penalties of 133,825,415 and 

ground rent arrears of 19,943,475. This therefore means that the correct balance is Kshs 

267,839,329 which comprises of the principal, accumulated penalties, ground rent arrears 

and the charges for the year as annexed. The auditor populated a report called Property 

rates arrears which does not take into account the running period, from 1st July 2017 to 30th 

June 2018. Instead, it gives the current balance as at the date it is run. The auditor ran that 

report on 24th October 2018 and gave a figure of Ksh. 112,485,597 which has been 

provided.  

It is worth noting that Kshs 278, 691,498 were cumulative balances brought forward from 

2016-17 and the amount comprised of Kshs 233,850,912 from LAIFOM of Kisii Town and 

Kshs 44,840,586 from Sub-counties as annexed. It is also important to note that Ksh 

166,205,901 which is the difference between Kshs 278,691,498 and Kshs 112,485,597 is 

not the correct figure as explained above. It is therefore not correct to say that these 

amounts were collected. Ksh. 2,229,375 is the amount collected on property rates arrears 

during the period under review. A total of Kshs 9,576,241 was collected during the year 

under review comprising of principal arrears, penalties and charges for the year as annexed. 

BALANCE BROUGHT FORWARD B/F -01.07.2017                                    

278,691,498.00 

ADD: CHARGES FOR THE YEAR – RATES        10,921,986.00  

- GROUND RENT           2,416,666.00                      

13,338,652.00 

      LESS: PAYMENT                - RATES-                     (9,576,241.00) 
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- GROUND RENT          ( 5,978,500.00)                 

(15,554,741.00) 

      BALANCE CARRIED FORWARD (C/F)                                                      

277,475,409.00          

    

SUMMARISED AS FOLLOWS 

1. ACCUMULATED PENALTIES  133,825,415.00 

2. GROUND RENT ARREARS  19,943,475.00 

3. PRINCIPAL ARREARS   98,942,984.00 

4. ANNUAL RATES    10,921,986.00 

5. ANNUAL GROUND RENT             2,416,666.00 

6. SUB-COUNTY PLOT RENT   9,635,971.00 

TOTALS                                        277,475,409.00 

 

Committee Observation and Recommendation 

The Committee observed that the County Governments were owed money by the 

National Government in form of land rate, rent and utility bills. Similarly, the County 

Governments owed the National Government substantial sums of money in form of 

electricity bills. 

The Committee recommended that- 

 The County Government should undertake an ageing analysis of debts owed to it by 

the National Government. 

 The County Government should develop a mechanism to collect debts owed to it. 

 The National Treasury through KRA should provide an advisory on revenue 

collection that is system automation and regulations 

 The National Treasury should write off debts as per Section 69 of PFM Act and 

Regulations. 

 

8. Compensation of Employees 

The financial statements for the year ended 30 June, 2018 reflects compensation of employees’ 

expenditure of Kshs. 4,206,611,387, and increase by Kshs. 504,279,798 or 14% from the 

previous year’s figure of Kshs. 3,702,331,589.  

The compensation of employees cost of Kshs. 4,206,614,387 accounted for 47% of the total 

county receipts of Kshs. 8,995,717,758, which is above the 35% limit provided for under the 

law. The increase in wage bill may affect implementation of development projects. 
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Further, the county executive committee member for finance has not drafted regulations setting 

a limit on county government expenditure on wages and benefits for its public officers 

pursuant to Section 107(2) of the Public Finance Management Act, 2012 for approval by the 

county assembly. 

Consequently, the management was in breach of the law. 

Management Response 

 

Votes and Line Item Ceilings 

 Item Budget for FY2017/2018 Percentage  

1.   Recurrent 7,534,267,383 69 

2.   Development  3,363,084,905 31  

  Total  10,897,352,288 100 

Section 107 (2) of the PFM Act, 2012 states that in managing the County Government’s public 

finances, the County Treasury shall enforce the following fiscal responsibility principles: 

a. The county government’s recurrent expenditure shall not exceed the County 

Government’s total revenue; 

b. Over the medium term a minimum of thirty percent of the County Government’s 

budget shall be allocated to the development expenditure; 

c. The County Government’s expenditure on wages and benefits for its public 

officers shall not exceed a percentage of the County Government’s total revenue 

as prescribed by the County Executive member for finance in regulations and 

approved by the County Assembly; 

d. Over the medium term, the government’s borrowings shall be used only for the 

purpose of financing development expenditure and not for recurrent expenditure; 

e. The County debt shall be maintained at a sustainable level as approved by 

County Assembly;  

The county complied with Fiscal Responsibility Principles on the allocations for recurrent 

(69%) and development budget (31%). Secondly, the County’s wage bill is at 46 percent of 

the total budget exceeding the threshold of 35 percent. However, this is due to:- 

i. Large number of personnel inherited from the defunct local authorities Most of 

these staff did not possess the critical skills especially in areas of health and other 

cadres hence need to employ in a bid to bridge the skills requirement gap. 

ii. Increase in health workers’ salaries due to the signing of Collective Bargain 

Agreement (CBA) 
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iii. Statutory annual increment to staff.  

iv. Absorption of youth polytechnic instructors 

v. Promotions to some members of staff especially health workers through their 

unions. 

vi. The elevation of Kisii level 5 hospital requiring technical staff of various cadres. 

 

Mitigating measures the management has put in place 

 Most of inherited defunct local authority staffs have attained retirement 

age and are not being replaced. 

 The County is under the CARPS programme 

Committee Observation and Recommendation 

The Committee observed the mitigation measures made by the county and that the 

county executive had reconciled the variances in the financial summaries. The 

Committee recommended that the county executive should ensure that the finances are 

always reconciled prior to the audit process. 

 

9. Human Resource Plan and staff Establishment 

The County Public Service Board did not have a human capital plan approved staff 

establishment in place as required under regulation 119(2) of the Public Finance Management 

(County Government) Regulations, 2015. 

Management Response 

The Kisii County Government has been using the staff establishment for the National 

government.  That is, employment is based on the National Government established structure. 

However, the public service is in the process of drafting both the human capital plan and staff 

establishment. 

Committee Observation and Recommendation 

The Committee observed that there were weak human resources management practices 

and recommended that-  

 The County Executive implements the recommendations of Capacity Assessment and 

Rationalization Programme (CARPS) on rationalization of staff; 

 The County Assembly ensures that the County Public Service Board (CPSB) is 

independent of the influence of the County Executive and the County Assembly 

Service Board (CASB) are made to be autonomous in their operations. 
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10. Ethnic Composition 

The Kisii County Public Service Board recruited 378 out 385 (98%) from the dominant Kisii 

Community. This is contrary to the provisions of Section 65(1)(e) of County Government Act 

requires that, in selecting candidates for appointment, the County Public Board shall consider 

the need to ensure that at least thirty percent of the vacant posts at entry level are filled by 

candidates who are not from the dominant ethnic community in the county. 

The board was therefore in breach of the law. 

Management Response 

The management concurred with the auditor’s observation that Board recruited 378 out 385 

(98%) from the dominant Kisii Community.  This was as a result of the following 

circumstances: 

The Board advertised vacancies as they arose on the daily newspapers and the website to reach 

as many applicants as possible. However, few applied from non-dominant communities for 

those advertised posts. The Board considered them but because the number of applicants was 

not many, the percentage was not meeting the requirement as per the Law. 

In some cases management found that those who applied for the posts from non-dominant 

communities did not meet the minimum requirements for the advertised posts hence 

contributing to the low percentage of recruitment of non-dominant communities. 

The Board has taken steps to meet the requirement of the Law by advertising any vacancy that 

arises in the newspapers and County website so as to reach as many interested candidates as 

possible but that withstanding, the number of applicants from non –dominant communities is 

still very low. 

Committee Observation and Recommendation 

The committee noted that this is a common phenomenon across counties, and 

recommended that counties should work towards attaining the requirement of the 

provisions of Section 65(1)(e) of County Government Act on ethnic inclusivity. 

  

Imprests Management 

According to the imprests register, the total imprests applied for during the financial 

2017/2018 amounted to Kshs. 557,044,378. However, the cash paid into the county executive 

employees’ bank accounts according to the recurrent bank account statement was Kshs. 
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711,644,758.10 resulting in unexplained variance of Kshs. 154,600,380.10. This is indication 

of lack of effective controls in the management of imprests.  

Further, payment vouchers in support of the imprests surrenders revealed that some officers 

applied for imprests on behalf of the others and were in turn paid through schedules. However, 

it was not explained why officers, who had been created in IFMIS were not directly issued 

with imprests but rather through certain officers. 

Consequently, it was not possible to ascertain the authenticity of the signatures fixed against 

the names of the employees in the schedules since specimen signatures for all the payees were 

not presented for audit. 

Management Response 

The amounts of Ksh 154,600,380.10 appearing in the bank statement for individual payments 

and not in the imprest register relates to payments made to officers in form of claims. That is, 

the amount paid to officers from various departments after attending official function for which 

imprest was not issued before travel. These cases arise most of the time due to the uncertainty 

in the time in which the County receives funding from the National Treasury. These claims 

are normally raised using Finance Order (FO) 20 or 22. The amounts in form of claim by FO 

20 and 22 are directly captured as expenditure since they are already accounted for - being 

post event transactions. On the other hand, the imprest register only records pre - event 

transaction requested by imprest warrants. These amounts need to be accounted for and 

expensed after the event has occurred hence the need for the creation of an encumbrance which 

will be reversed and charged as expense once surrender has been done. 

On the other hand, the figure of imprest stated above is for the entire 16 departments and claims 

in for the previous years. 

The county treasury does not encourage the payment of group imprest. However, at inception 

the County had few staffs that were defined in IFMIS since they did not have personal 

numbers, which warranted for payment of group imprest. However, over the years the county 

treasury has made tremendous efforts to reverse the trend by giving personal numbers to staff 

and defining them in IFMIS drastically reducing payment of group imprest over the past four 

years. The function of defining staff in IFMIS has however been transferred from counties to 

the national treasury thus slowing down the process. The county treasury has found itself 

compelled to issue group imprest to cater for staffs not defined in IFMIS which in most cases 

involves new staff. Besides, it is worthwhile to note that counties are still struggling with 

system connectivity. During, prolonged system downtime and slow processing speeds the 

county treasury is compelled to process group imprest. 
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Committee Observation and Recommendation 

The Committee noted that the accuracy of the financial statements and the IFMIS is a 

prime responsibility of the county government. The committee further observed that the 

variances do occur in the system, however it’s the user’s responsibility to clear 

outstanding effects in IFMIS systems through auto-reconciliations regularly. The 

committee therefore, recommended that the County CEO must ensure that the IFMIS 

reports produced are the true records. The committee further recommended that the 

counties should constantly train the staff and have staff commitment to regularly 

interrogating the system.    
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1.2. FINANCIAL YEAR 2016/2017 

 

The Governor of Kisii County, Hon. James Ongwae, EGH appeared before the 

Committee on 15th May, 2019 and 29th July, 2020  to respond (under oath) to audit 

queries raised in the Report of the Auditor General on Financial Statements for Kisii 

County Government for the Financial Year 2016/2017.  

 

Qualified Opinion 

 

1.0 Failure to Bank All Revenue to County Revenue Fund 

1.1 Facility Improvement Funds (FIF) 

Included in the Executives own generated receipts balance of Kshs. 553,383,047 is Kshs. 

116,249,981 collected at Kisii Level 5 Teaching and Referral Hospital as facility 

improvement fund scheme which was spent at source and was thus not banked in the 

County Revenue Fund Account as required by Section 109 of the Public Finance 

Management Act, 2012. However, no explanation was provided for the omission. 

Management Response 

Kisii Teaching and Referral Hospital was made a body cooperate by an Act of Kisii County 

Assembly that is, The Kisii Teaching and Referral Hospital Act 2014. Consequently, the 

Hospital became a semi-autonomous entity managed by the board, of directors. Pursuant 

to the Act, the board has the power to open a bank or bank accounts for the hospital, prepare 

its own budget transfer to its reserve any amount as it may deem fit, meet its own 

expenditure and cause preparation of fund’s financial statement hence the receipts are not 

swiped to County Revenue Fund account (CRF).  This is in line with the provisions of 

Section 109(2)(b) of the Public Finance Management Act 2012.  

The results of fund, that is the receipts and expenditure are sufficiently disclosed and later 

amalgamated in consolidated report which is sent to the office Auditor- General, National 

Treasury, Commission on Revenue Allocation, Controller of Budget and County 

Assembly.  

Committee’s Observations and Recommendations  

 

The committee noted with concern that the executive failed to explain to the auditor 

that the under banking of revenue was as a result of line items being Funds, and 

therefore the amount could not be swapped to the County Revenue Fund account 
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(CRF). The committee recommended that the county should ensure these funds are 

regularly audited in line with Public Audit Act so that all the revenues are accounted 

for. The committee further recommended that the Chief Officer fiancé should ensure 

there is compliance of the PFM Act.  

1.2 Other Revenue not banked in the Revenue Fund 

Included in the Executives own generated receipts balance of Kshs. 553,383,047 is trade 

and industry revenue of Kshs.7,704,000, meat inspection fees Kshs. 2,228,730 and revenue 

from Agricultural Training College Kshs. 14,161,575 which were not banked in the County 

Revenue Fund as required by Section 109 of the Public Finance Management Act, 2012. 

Consequently, the management was in breach of the law. 

Management Response 

An amount of ksh 7,704,000 from trade and industry revenue which was not banked in the 

County Revenue Fund was for the Kisii Alcoholic Drinks Control fund which was 

established by The Kisii Alcoholic Drinks Control Act 2015. The purpose of the fund 

includes among others; to control the production, sale, distribution, promotion and use of 

alcoholic drinks and promotion of research, treatment and rehabilitation for persons 

dependent on alcoholic drinks. 

The Fund is administered by a directorate of the department of trade and industry and other 

members drawn from national Government and private sector and the general public. 

Therefore, the Fund management consist of, Executive Member who is the Chair, County 

Public Officer, the County Commander Police, the Director who is the Secretary, one 

person who is an advocate of high court, officer coordinating National Government 

functions in the County and two residents of the County. Being a fund, the amount is not 

swiped to the County Revenue Fund account (CRF) in accordance with section 109(2) of 

the public finance management Act, 2012. The results of fund, that is the receipts and 

expenditure are sufficiently disclosed and later amalgamated in consolidated report which 

is sent to the office Auditor- General, National Treasury, Commission on Revenue 

Allocation, Controller of Budget and County Assembly.  

An amount of Kshs. 2,228,730 for meat inspection fees which was not banked in County 

Revenue Fund represents revenues for Kisii Vet Development Fund. The fund was 

established by exchequer and audit (Veterinary Services Development Fund) Regulations, 

1996. The fund is administered by the accounting officer for the department of veterinary 

services. Its main source of revenue includes: 

 Meat inspection services 

 Hides and skin improvement services 
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 Vaccination and sale of sera and vaccines 

 Laboratory services 

 Licences and other services 

 Training fee 

 The objective and purpose of the fund is to provide funds for the development and delivery 

of veterinary services. As per the Act, all receipts, earnings and accruals of the fund and 

the balance of the fund at the close of the financial year shall not be paid into the 

Consolidated Fund but shall be retained for the purpose for which the fund is established. 

Separate books of accounts are prepared and audited by the Auditor-General. The first audit 

was done in the financial year 2017/2018.The results of fund, that is the receipts and 

expenditure are sufficiently disclosed and later amalgamated in consolidated report which 

is sent to the office Auditor- General, National Treasury, Commission on Revenue 

Allocation, Controller of Budget and County Assembly.  

Anamount of ksh 14,161,575 from Agricultural Training College was revenue for the 

Demonstration Farm Fund of Kisii which was established by exchequer and audit 

(Demonstration Farms Fund) regulations, 1990. The Fund was operating under the 

Ministry of Agriculture which was devolved. The objective and purpose of the fund is to 

provide funds required for development and running of the Demonstration farms at farmers 

training centers. All receipts, earnings and accruals of the fund and the balance of the fund 

at the close of the financial year shall not be paid into the Consolidated Fund but shall be 

retained for the purpose for which the fund is established. Separate books of accounts are 

prepared and audited by the Auditor-General. The first audit was done in the financial year 

2017/2018 and copies sent to the office Auditor- General, National Treasury, Commission 

on Revenue Allocation, Controller of Budget and County Assembly.  

Committee’s Observations and Recommendations  

 

The committee noted with concern that the executive failed to explain to the auditor 

that the under banking of revenue was as a result of line items being Funds, and 

therefore the amount could not be swapped to the County Revenue Fund account 

(CRF). The committee recommended that the county should ensure these funds are 

regularly audited in line with Public Audit Act so that all the revenues are accounted 

for. The committee further recommended that the Chief Officer fiancé should ensure 

there is compliance of the PFM Act.  

 

2.0 Revenue Analysis 

2.1 Local Source Revenue 
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The Executive budget to collect Kshs. 725,000,000 during the year under review. 

However, only Kshs. 553,383,047 was collected in the year translating to 72.5% of the 

budgeted revenue as shown below; 

Revenue Item Budget 

Kshs 

Actual 

Collection 

Kshs. 

Under 

Collection 

Kshs. 

Rents 46,000,000 5,930,469 40,069,531 

Other property income 21,000,000 9,664,176 11,335,824 

Receipts from 

administration 

- 116,750 116,750 

Fines, penalties 

&Forfeitures 

5,950,000 1,223,811 4,726,181 

Business Permits 140,000,000 48,253,533 91,746,467 

Cess 22,000,000 7,642,073 14,357,927 

Plot rents 7,000,000 1,815,752 5,184,248 

Other local levies 23,050,000 19,814,847 3,235,153 

Fire compliance 8,500,000 6,475,265 2,024,735 

Market trade fees 106,000,000 59,065,218 46,934,782 

Vehicle parking fees 67,000,000 76,569,405 (9,569,666) 

Plan approvals 25,000,000 11,990,666 13,009,334 

Public health facilities 

operation 

162,500,000 255,972,669 (93,472,669) 

Slaughter House 11,000,000 647,750 10,353,250 

Meat Inspection Fees - 2,228,730 2,228,730 

Trade & Industry - 7,704,000 7,704,000 

Agricultural /ATC 22,000,000 14,161,575 7,838,425 

Advertisement 35,000,000 24,107,360 10,892,640 

Total 725,000,000 553,383,047 191,482,411 

 

No explanation has been given for the poor revenue collection which suggests there were 

revenue leakage in the system or unrealistic targets set. 

Management Response 

There was an under collection of revenues by Kshs 191,482,411 translating to 27.5% 

deficit. The management had anticipated that a total of Kshs 725 Million was to be 

collected. The under collection was due to a number of reasons that were beyond the 

management’s control: 
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i) County Government of Kisii is majorly an agricultural County which depends on 

fresh produce coming to markets from small scale farmers. Unpredictable weather 

conditions contributed significantly to the reduction of farm output which adversely 

affected revenues. 

ii) The anticipation of high revenues from Single Business Permits were thwarted by 

closure of Businesses for reasons beyond the management control mostly 

occasioned by unfavorable economic conditions 

iii) Court ruling exempting medical professional from being levied single business 

permit. This adversely affected the amount collected from single business permit. 

On the issue of cess, the county has made attempts to communicate to various tea factories 

but its efforts have been futile. 

 

Committee’s Observations and Recommendations  

 

The Committee observed that there was under collection of revenue during the 

financial year. The Committee further observed that the County Executive ought to 

have factored the revenue collection challenges that usually affect their revenue 

potential targets, especially during similar periods. The Committee recommended the 

County Executive to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection;  

 Ensure strengthening the revenue forecasting model to enhance realism in 

their own source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act 

and provide information on the same within 60 days from the adoption of this 

report. 

2.2 Outstanding Property Rates 

The Property rates register indicates that outstanding property rates in the County increased 

by Kshs.74, 734,838 from Kshs.203, 956,660 in the previous year to Kshs. 278,691,498 in 

the year under review. Further, the Executive has not put in place recovery measures to 

recover these outstanding revenues as required by the County Finance Act, 2016. 

In view of the foregoing, it has not been possible to confirm that the revenue for the year 

ended 30 June 2017 is fairly stated. 

Management Response 
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The County Government is in the process of cleaning the rent property rate register. The 

County Government   has requested for records from the ministry of land and physical 

planning(National Government) for reconciliation. This will facilitate the authentication 

on the records that will appear in the County Government valuation roll. 

During the year it also came to our notice that some pieces of ratable land actually belong 

to the Government inform of Markets, Social halls, public wash rooms, tea buying centres, 

cattle dips, schools etc.  

Further, it came to our notice that some of the ratable pieces of land were acquired illegally 

as per the land commission hence collecting rates could amount to legitimization of 

ownership. 

On the other hand, the County Government is in process of usinga Geographical 

Information System based valuation roll, this will make it easy for the identification of 

properties across the County. The County did advertisement for the works and has issued 

an award letter. 

Committee’s Observations and Recommendations  

The Committee observed that the County Governments were owed money by the 

National Government in form of land rate, rent and utility bills. Similarly, the County 

Governments owed the National Government substantial sums of money in form of 

electricity bills. 

The Committee recommended that- 

 The County Government should undertake an ageing analysis of debts owed to it 

by the National Government. 

 The County Government should develop a mechanism to collect debts owed to it. 

 The National Treasury through KRA should provide an advisory on revenue 

collection that is system automation and regulations 

 The National Treasury should write off debts as per Section 69 of PFM Act and 

Regulations. 

 

3.0 Accounts Receivables (Outstanding Imprests) 

The statement of financial assets as disclosed under note 15 to the accounts reflects an 

outstanding imprest balance of Kshs. 19,014,076 as at 30 June 2017. The imprests issued 

during the year remained un-surrendered at the closure of the financial year. 



61 
 

Further, two officers had more than one imprests at the same time, contrary to Section 

93(4) of the Public Finance Management (County Government) Regulations, 2015 

governing issuance of imprests. 

Consequently, the management was in breach of the law. 

Management Response 

The outstanding imprest of ksh 19,014,076which remained un-surrendered at the closure 

of the financial year. The imprest have since been surrendered as supported by the 

surrender vouchers. 

To discourage multiple imprests, the chief officer finance and Economic planning 

communicated to all departmental chief officers discouraging them against the practice of 

issuing multiple imprests. 

Committee’s Observations and Recommendations  

 

The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, 

there should not have been any outstanding imprest at the publication of the audit 

report. The Committee recommended that:  

 the Accounting Officer recovers the imprest with interest as per reg. 93 (6) of 

the PFM (County Governments) Regulation; and  

 where the accounting officer does not recover the imprest, prosecution should 

be instituted for breach of reg. 93(7) of the PFM (County Governments) 

Regulations.   

4.0 Pending Bills 

The County Government disclosed accumulated pending bills totalling Kshs.894, 977,152 

as at 30 June 2017 relating to supply of goods and services. However, the ledger balance 

reflected total pending bills of Kshs.940, 338,827 as at 30 June 2017.  

Further, a pending commitment under arbitration of Kshs.24, 893,469 was not disclosed in 

the financial statements. Pending bills records revealed that a total of Kshs.65, 383,707 

represented bills committed after 31 may 2017 contrary to the provisions of Regulation 

50(1) of the Public Finance Management (County Government) Regulations, 2015 which 

states that all commitments for supply of goods or services shall be done not later than 31 

May each year except with the express approval of the Accounting Officer in writing. No 

approval from the Accounting Officer was obtained to justify the late commitments. 
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Consequently, the property of the pending payables totaling Kshs.894, 977, 152 as at 30 

June 2017 could not be confirmed. 

Management Response 

i) The pending bills represented the amounts that were owing to third parties. These 

amounts due to construction of buildings, construction of civil works, supply of 

goods and supply of services. The schedules provided during the audit process 

aggregated to ksh 894,977,152 as opposed to ksh 940,338,827 as observed by the 

auditor. 

The pending payables are analyzed as shown below 

S/No. Description Amount ( Ksh) 

1 Construction of Buildings 140,941,070 

2 Construction of  Civil works 416,591,220 

3 Supply of goods 71,571,437 

4 Supply of Services 189,622,395 

 Total 894,977,152 

 

ii) The pending bills schedules presented during the audit process include a pending 

commitment under arbitration of ksh 24,893,469. Having included pending 

commitment under arbitration of ksh 24,893,469 in the pending list of payables, the 

management felt that this was sufficient disclosure as pending payables are part of 

the disclosures to the financial statements and therefore did not separately disclose 

it. The pending bills schedules have been provided.  

iii) The pending bills of ksh 894,977,152 included amounts of ksh 65,383,707 which 

were committed after 31st of May, 2017. The amounts committed after 31st 

May,2017 were authorized by the accounting officer in line with the provisions of 

Regulation 50(1) of the Public Finance Management (County Government) 

Regulations, 2015. However, the approvals from the Accounting Officer were not 

provided to the auditor during the audit process.  

 

Committee’s Observations and Recommendations  

 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 
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 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

5.0 Acquisition of Assets 

The statement of receipts and payments and as indicated in note 11 of the financial 

statements reflects expenditure totalling Kshs. 1,299,533,511 relating to acquisition of 

assets. Included in this amount are expenditure totalling Kshs.10,572,008 whose 

procurements revealed inconsistencies as detailed below; 

Upgrading of Executive Office Block Power Supply 

Included in the acquisition of assets figure of Kshs. 1,299,533,511 is Kshs.219, 616,328 

under construction and civil works which in turn includes Kshs.14, 771,890 paid to local 

company for upgrading power supply system at the executive office block. 

The scope of works involved relocating power switches, supply of 3 phase generator, 

battery power control room finishes and erection of two generator houses at a cost of Kshs. 

450,450. The supplier’s bill of quantities has several corrections contrary to Section 82 of 

the Public Procurement and Asset Disposal Act, 2015. 

Site verification done in the month of January 2018 revealed that only one generator house 

has been done yet payment was made for the two house totalling Kshs.450,500. 

Consequently, the management may have lost Kshs.225, 250 from the contractor for works 

not done and which should be recovered. 

Management Response 

(i) Ksh 450,500/-indicated in the auditor’s report was meant for modification of 

smaller generator house at Executive office to house a procured new bigger 

generator and construction of a new power house to accommodate the old generator 

which was to be relocated to the treasury building. 

(ii) All these items were listed as one component in the bills of quantities in page 17 

section G which indicated that one power house was to be modified and another 

power house was to be constructed at a total cost of ksh 450,500 and all these works 

were done contrary to the assertion of the auditor. 

(iii) The auditor’s observations that there were several corrections on the bills of 

quantities contrary to section 82 of the Public Procurement and Asset Disposal Act, 

2015 is not correct. The corrections that were noted as alterations to the bill of 
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quantities were as a result of arithmetical corrections by evaluators during the 

examination and evaluation of the bids for correctness of bills of quantities. The 

award of the tender was made as per the absolute figure that was quoted and 

contained in the Form of Tender atKsh.14, 771,890.32whereby the cost of ksh 

450,500 was included for the two power houses. Therefore, there is no procurement 

law which was breached as per section 82 of the Public Procurement and Asset 

Disposal Act, 2015. 

Committee’s Observations and Recommendations  

 

The committee observed that the bill of quantity document was not drafted with 

clarity. The committee recommended that the county must always ensure project bills 

of quantity and timelines are clear and projects are completed in time. The committee 

further recommended that the Auditor General should audit the projects to ascertain 

the completion and utilization of the said projects in line with this recommendation.  

 

6.0 Use of Goods and Services 

6.1 Procurement of Goods and Services 

The statement of receipts and payments reflects use of goods and services figure of 

Kshs.2,081,416,486 which include Kshs.6,428,135 for air travel services which were 

procured without following the due procurement process for direct procurements as 

provided in the law. 

Consequently, the propriety of the expenditure of Kshs.6, 428,135 could not be confirmed. 

Management Response 

The County Government advertised an open tender No. KCG/34/2015-2016for pre-

qualification and shortlisting of service providers in the provision of Air tickets and Air 

travel services from eligible IATA/KATA registered firms only. The tender was opened 

and bids evaluated and firms shortlisted as appended here below: 

Shortlisted and pre-qualified firms for the provision of Air tickets and Air travel Services 

S/N

o 

Contract No. Firm Name Address Contact 

1 KCG/01/2015-2016 Kenfam international 14350 Nairobi 0722783365 

2 KCG/02/2015-2016 Fly Beyond Africa Ltd 1034 Nairobi 0706340627 

3 KCG/03/2015-2016 Scenery Adventure Ltd 11560 Nairobi 0700803020 

4 KCG/04/2015-2016 Raydoll Tours and Travel 20731 Nairobi 0719390848 

5 KCG/05/2015-2016 Star Travel And Tour Ltd 48225 Nairobi 0713065982 
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6 KCG/06/2015-2016 African Touch Safaris Ltd 931 Nairobi 0202211626 

7 KCG/07/2015-2016 Lindberg Holidays Safaris Ltd 27604 Nairobi 606731 

8 KCG/08/2015-2016 South Nyanza Tours And 

Safaris 

3871 Kisii 0719620304 

9 KCG/09/2015-2016 South Nyanza Tours And 

Safaris 

3871 Kisii 0719620304 

10 KCG/10/2015-2016 Akarim Agencies Company 

Ltd 

32268 Nairobi 20-219069 

11 KCG/11/2015-2016 Linga Longa Holiday Holdings 14356 Nairobi 0792150854 

 KCG/12/2015-2016 Ocean Air Safaris Ltd 41723 Nairobi 0722526567 

 KCG/07/2015-2016    

 

Among this shortlisted firms were the two firms namely; M/S Linga Longa Holiday 

Holdings of P.O.Box 14356 Nairobi and MS Akarim Agencies company Ltdof P.O BOX 

32268 Nairobi that were contracted to provide Air tickets and Air travel services on “As 

and When Required Basis”. The two firms were engaged to provide the most economical 

routing and other Air travel logistics to the County staff at that period. 

The rates charged by the service providers were based on and guided by IATA/KATA 

international and local approved fares. Auditor’s observation on direct procurement did not 

arise, since the procurement process was done through open tendering and competitively 

sourced as stated here above. 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

6.2 Direct Procurement of Governor’s Residence 

Included in the use of goods and services balanced of Kshs. 2,081,416,486 is Kshs.3, 

600,000 paid as rental charged to a landlord being rent for the Governor’s residence without 
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following due procurement process. It is not clear how the supplier of the service was 

identified. The payment terms may not have promoted efficiency, economy and 

effectiveness in public expenditure due to lack of competitiveness. 

Management Response 

Araising from the unique and urgent requirement, it was not practicable to engage the use 

of open tendering procedure to acquire a residence for the exclusive use by the newly 

elected Governor of Kisii County after elections of 2013. 

Due to the above exigencies direct procurement process was the only reasonable alternative 

method of procurement to identify and acquire a commensurate rental residence for the 

Governor with exclusive parameters and services to the occupier. That included a secure 

environment with visitors resting place, servant quarters, mass cooking area, water supply 

facilities, standby generator, access road, sewerage, exclusive parking space both inside 

and outside the premises and proximity to the County offices. 

County Government through Transitional Authority and the Ministry of housing conducted 

a market survey within Kisii Municipality to identify a suitable residential house with 

requisite requirements as stated herein. As a result of the Markey survey the County 

narrowed to a few prospective Landlords who could offer suitable and secure premises for 

the Governor.   

Three prospective Landlords were shortlisted as shown here below:- 

1. Mr. Fred Ntabo Orora of P.O Box. 821 – 40200, Kisii 

2. Mr. Zachary Nyayiemi Moturi of P.O Box. Kisii 

3. Mr. James Keragori of P.O Box. 2842 – 40200, Kisii 

These Landlords were requested to provide expression of interest. The premise for Mr. 

Fred Ntabo Orora was found to be suitable and available for occupation given the above 

circumstances. The Landlord’s offer was subjected to Government valuation by the 

department of Lands and a valuation report was issued. The rent offered by the Landlord 

was within the prevailing market price as evidenced by the Lands Valuer’s report from the 

department of Lands at Ksh.70,000 (Seventy Thousand Shillings  only) per month. 

Lease agreement was signed and the premises were handed over/taken over by the County 

for the Governor’s Official occupation as appropriate.  

Committee’s Observations and Recommendations  

 

The Committee observed that there was a breach of procurement laws and 

procedures which may have resulted to loss of public funds and recommended that 
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the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services.   

 

6.3 Inadequate Policy Guidelines 

Included in the use of goods and services balance of Kshs.2, 081, 416,486 is an amount of 

Kshs. 432,167,676 relating to domestic travel and subsistence which in turn includes Kshs. 

3,500,000 issued as an imprest for funding public participation in revenue collection 

automation. Payments totalling to Kshs.1, 826,500 were made at the rate of Kshs. 500 to 

various participants in the sub-counties. However, there was no policy on public 

participation county planning and it is not clear how the rate of Kshs.500 was determined 

and approved. 

Consequently, the propriety and value for money on the expenditure of Kshs.16, 876,800 

incurred on domestic travel and subsistence allowance during the year cannot be 

confirmed. 

Management Response 

 Ksh 500 paid to participants is meal allowance which is in line with the Ministry of State 

for Public Service circular which was adopted by the County Government for the lower 

cadre employees in the public service. 

Committee’s Observations and Recommendations  

 

The Committee observed that the County Executive paid substantial amounts to 

citizens who attended public participation meetings and noted that such payments 

were irregular since it was a civic duty of citizens to participate in such meeting so as 

to give their views on how they wanted their issues addressed. The Committee further 

noted that such payments were prone to abuse and recommended that- 

 Public participation meetings be held at the local level where the public would not 

require to use public transport to get to such meetings. 

 The Senate formulates a Bill on Public Participation to guide the process of proper 

public participation. 

 

7.0 Payments for Liaison Office 

Included in the of use of goods and services figure of Kshs.2,08,416,486 is other operating 

expenses of Kshs.601,356,457 out of which Kshs.10,000,000 was paid to the Council of 

Governors (COG) for rental space for liaison office at Delta House, LR No. 1870/X/126 in 
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Nairobi. The contract agreement on which the payment was based was between the COG 

and the landlord, therefore the County Executive was not obliged to pay for the services 

yet the COG is funded from the Exchequer. 

Consequently, the propriety of the expenditure of Kshs. 10,000,000 incurred in the year 

under review could not be confirmed. 

Management Response 

Kshs 10,000,000 paid by the County Government was taking care of office liaison office 

rent, operational expenses, utilities expenses, secretariat and paying salaries and other 

allowances for   liaison office staff. This contribution was in line with the budget provision 

of Kshs.20,000,000 under other operating expenses (Membership fees, dues and 

subscriptions for professional and other bodies - Council of Governors included), in the 

Financial Year 2016/2017. Further this contribution was supported by a decision and 

approval of Council of Governors’ meeting held on 20th June 2014 and subsequent 

meetings held on 21st May, 2015. 

 

Committee’s Observations and Recommendations  

 

The Committee noted that the County Executive paid money to the Council of County 

Governors for maintenance of its operations. The Committee observed that the 

payment was irregular and the Council of County Governors should be funded by the 

National Government through the IGRTC. The Committee recommended that the 

National Government allocates funds to operate and maintain the Council of County 

Governors. 

8.0 Irregular Borrowings 

Included in the use of goods and services of Kshs. 2,081,416, 486 is an amount of Kshs.432, 

167,676 for domestic travel and subsistence. It was noted that a total of Kshs.28, 000,000 

appropriated to bursary account in education sector was used for domestic and subsistence 

account under the Executive. In addition, evidence availed revealed that only Kshs.20, 

350,000 was refunded, leaving a balance of Kshs. 7,650,000 as not approved by the County 

Treasury as required by Section 154 2(b) of the Public Finance Management Act, 2012. 

Management Response 

The section referred by the auditor stipulates that “an accounting officer shall not authorise 

the transfer of an amount that is appropriated for capital expenditure except to defray other 

Capital expenditure” Pursuant to this section, the short term inter departmental borrowing 
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was from an amount appropriated for recurrent expenditure (bursary) used to defray other 

recurrent expenditure(subsistence). The amount was later refunded to the department of 

Education after follow up for refunds. The amount has since been refunded as demonstrated 

by the payment schedule and departmental communications. 

 

Committee’s Observations and Recommendations  

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. The Committee recommended that in future the management of cash 

at the County should observe strict compliance with the Public Finance Management 

Act, 2012 and its regulations.  

 

9.0 Miss-Classification of Expenditures 

A sample review of the Integrated Financial ManagementSystem (IFMIS) ledger revealed 

that expenditure totalling Ksh. 34,184,380 were posted to incorrect ledger accounts as 

detailed below; 

Item Account 

Charged in 

Financial 

Statements 

Correct 

Account to 

Be charged 

Amount 

 

Kshs. 

Remarks 

Supply of  

Hospital Beds 

Construction 

Of Building 

Supply of 

Specialized 

Equipment 

3,782,500 No evidence of 

re-allocation 

Tourism Event  

Management 

Construction 

Of Buildings 

Trade Shows 2,500,000 No evidence of 

re-allocation 

Supply of 

Playground  

Swings 

Construction 

Of Building 

Supply of 

specialized 

equipment’s 

4,487,880 No evidence of 

re-allocation 

Supply of new 

Ambulance 

Other operating 

expenses 

Acquisition of 

Assets 

10,000,000 No evidence of 

re-allocation 

Supply of 

Refuse Skips 

Purchase of 

Motor Vehicles 

Specialized 

equipment’s 

5,220,000 No evidence of 

re-allocation 

Purchase of 

waste disposal 

site 

Purchase of 

Motor Vehicle 

Acquisition of 

Land 

544,000 No evidence of 

re-allocation 



70 
 

Bursary 

Disbursement 

Domestic travel 

and Subsistence 

Bursary 

Grants 

7,650,000 No evidence of 

re-allocation 

Total   34,184,380  

Management Response 

The management concurred with the auditor’s observation on mis-classification of 

expenditure in Integrated Financial Management System (IFMIS) ledger. This has since 

been corrected in the IFMIS journal  

Committee’s Observations and Recommendations  

 

The Committee noted that the accuracy of the financial statements and the IFMIS is 

a prime responsibility of the county government. The committee further observed 

that the variances do occur in the system, however it’s the user’s responsibility to 

clear outstanding effects in IFMIS systems through auto-reconciliations regularly. 

The committee therefore, recommended that the County CEO must ensure that the 

IFMIS reports produced are the true records. The committee further recommended 

that the counties should constantly train the staff and have staff commitment to 

regularly interrogating the system.    

 

10.0 Duplicate Posting in the Ledger 

Surrender of imprest issued to one officer vide warrant Nos. 2479821 and 2569472 of Kshs. 

5,069,800 and Kshs.5,000,000 respectively were posted in both the acquisition of land and 

other operating expenses. 

Consequently, the duplication of the payment charged in two different vote heads at the 

same time overstates the payments rendering the account of acquisition of land and other 

operating expenses inaccurate. In addition, it is not clear why acquisition of land would be 

done using imprest. 

Management Response 

Transaction of Kshs 5,069,800 and Kshs 5,000,000 both appears under “other operating 

expenses” and “acquisition of land” ledgers. However, for the transaction in “other 

operating expenses” ledger, has both debit and credit entries thus cancelling out. Only 

transaction under acquisition of land holds as demonstrated below: 

Other operating expenses 
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Acquisition of assets 

 

 

Committee’s Observations and Recommendations  

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

Other Matter 
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1.0 Budget and Performance Analysis 

Under/over Expenditure 

During the year under review, the County Executive budgeted for an aggregate expenditure 

of Kshs.10, 070,531,914 being Kshs.6, 361,322,470 and Kshs. 3,709,209,444 under 

recurrent and development votes respectively. 

However, the actual expenditures on recurrent vote amounted to Kshs.5, 775,848,075 while 

Kshs. 2,574,825,306 was incurred on development thus representing 57% and 25% 

respectively as shown below; 

Item Budget 

Kshs. 

Actual 

Kshs. 

Absorption 

Rate % 

% of total 

Expenditure 

Recurrent* 6,361,322,470 5,775,848,075 90.79 69 

Development* 3,709,209,444 2,574,825,306 69.42 31 

Total 10,070,531,914 8,350,673,381   

*Assembly’s budget included. 

Development projects have not been properly implemented thus denying residents needed 

services. 

In addition, the following anomalies were noted in relation to the expenditure records: 

i. The Controller Budget report reflects Kshs 1,819,890,000 for development (Executive) 

which is different from Kshs.1, 662,857,915 in the summary statement of appropriation 

development. The difference of Kshs.157, 032,085 has not been explained or reconciled. 

ii. The Controller of Budget report reflects Kshs. 5,180,630,000 for recurrent expenditure 

(executive) which is different from Kshs.5, 783,748,000 from the analysis of expenditure 

for the County departments. The difference of Kshs. 603,118,000 has not been explained 

or reconciled. 

Management’s response 

According to the Controller of Budget, the correct figure for County Executive 

development expenditure is kshs 1,942,320,000and not of kshs 1,819,890,000as reported 

by the auditor. 

The controller of budget reported a figure of kshs 1,942,320,000for County Executive 

development expenditure while the management in the financial statements reported a 

figure of kshs 1,662,857,915giving a variance of kshs 279,729,192. This variance was as a 

result of development expenditure erroneously captured in the ledger as ‘other operating 

expenses’ which is a recurrent that is, misclassification of a development expenditure. The 

extract of ‘other operating expenses’ ledger has been provided. 
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The management concurred with the auditor’s observation that there was a variance of 

kshs. 603,118,000 being the difference between the figure reported by the Controller of 

Budget and the one reported in the financial statements of kshs.5,180,630,000 and 

kshs.5,783,748,000respectively.  Table below indicates the analysis of the reconciliation. 

Item Amount 

Difference between the reported figure in the financial statements and 

Controller of budget report 

603, 118,000 

Development expenditure captured in recurrent journal ledger (279,729,192) 

Facility Improvement Fund Expenditure (203,623,313) 

Payment to Doctors and Nurses following implementation of Collective 

Bargaining Agreement where National Government gave an additional 

Kshs 179, 874,000 

(119,765,495) 

 Variance NIL  

 

Committee’s Observations and Recommendations  

 

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

The committee further noted that there was under expenditure of budget and 

recommended that; 

i. The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

ii. The controller of budget should enforce adherence of approved budgets  

 

 

2.0 Delayed Water Projects 

Contracts awarded to various firms in respect of water projects faced challenges in 

implementation resulting in delays and increased costs as shown below; 

Project 

Details 

Location/ 

Ward 

Name of  

Contractor 

% 

Work 

Done 

Contract 

Sum 

Kshs 

Remarks  
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Various 

Project sites 

Various 

Wards 

Vajira Drill  24,619,400 2 No. Sites at 

Mochengo drilled 

but dried up due to 

low water yield. 

Various 

Project sites 

Various 

wards 

Sparr 

Drilling 

Limited 

50% 22,558,400 Slow Progress on 3 

No. 

Borehole Drilled and 

equipped with hand 

pump. 

Irondi drilled but 

dry- Thus sunk cost. 

 

Sameta 

Borehole 

Sameta/ 

Mokwerero 

Rosama 

Building 

Contractors 

30% 2,000,000 Slow Progress 

Nyamagwa 

Water 

supply 

Bogetaorio Binsaris 20% 1,692,500 Dispute between 

Nyamagwa Schools 

and Community 

hindering progress of 

project. 

Nyamesocho 

Water 

Supply 

Borabu Anekos  Ltd 

 

50% 3,269,500 Contractors left site 

before completing 

the project 

Kionduso 

Borehole 

Bogetaorio Gesure 

Building 

Construction 

Co. Ltd 

10% 2,030,250 Work not started. 

Kegochi 

Borehole 

Boitangare Hevero 

Contractors 

20% 655,400 Slow Progress 

Nyakerato 

Water 

Supply 

Bosoti/ 

Sengera 

Bassecom 

International 

Ltd. 

0% 2,803,000 Contractor yet take 

up site 

Mokenene 

Water 

Supply 

Project 

Magenche M/s Endo 

Enterprises 

Ltd. 

60% 3,574,700 Slow progress 

Riongata 

Borehole 

Project 

Kiamokama/ 

Gesusu 

Platinum 

Axe 

- 3,728,200 Construction of the 

project yet to begin 
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and has been re-

advertised. 

Nyamondo 

Borehole 

Water 

Project 

Bogusero Emmanuel 

Agencies 

Ltd. 

- 3,426,650 Work yet to begin 

Nyasasa 

Gravity 

Water 

Project 

Moticho/ 

Chitago 

Joskwaby 

Agencies 

Ltd 

10% 2,793,760 Slow Progress 

Nyabinyinyi 

Water 

Project 

Sensi/Marani Menetonka 

Construction 

- 10,366,060 Construction of the 

project yet to begin 

and has been re-

advertised. 

i.) Nyosia 

ii) Entanda/ 

Mwakiba-

gendi 

iii.) Entanda 

PAG. 

iv.) Nyakeyo 

Bogeka 

Marani 

Monyerero 

Kegogi 

DKO 

Investment 

Company 

Ltd 

- 19,843,700 Construction of the 

project yet to begin 

and has been re-

advertised. 

Various sites Various 

wards 

Pass Africa  

Ltd 

- 17,167,200 Contractor takes up 

site. 

Tender has been re-

advertised. 

Various sites Various 

wards 

Jara 

Construction 

Ltd 

- 15,050,200 Contractors yet to 

take up site. 

Tender has been re-

advertised. 

Nyabinyinyi 

Water 

Project 

Sensi/Marani Menetonka 

Construction 

Ltd. 

- 10,366,040 Construction of the 

project yet to begin 

and has been re-

advertised. 

Various sites Various 

wards 

DKO 

Investment 

Company 

- 19,843,700 Construction of the 

project yet to begin 

and has been re-

advertised. 

Various sites Various 

wards 

Pass Africa 

Ltd 

- 17,167,200 Contractors Yet to 

take up site. Tender 
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has been re-

advertised. 

Various sites Various 

wards 

Jara 

Construction 

Ltd. 

- 15,050,200 Contractors Yet to 

take up site. Tender 

has been re-

advertised. 

  

The delays in commissioning water projects and slow works at some sites has affected 

provision of services to the residents of the County. 

Management Response 

In the year under review the County Government had budgeted and advertised open tender 

for drilling and equipping various water projects across the County as shown here below:- 

i)Tender No:KCG/WTR/5/22/2015-2016: Drilling and equipping of 7 No.boreholes with 

hand pumps  at Gesure,Obuya,Boitangare ,Mochengo, Nyangiti ,Omosari and Turwa under 

Lot no. 2 were awarded to M/S VAJRA Drill Ltd Po Box 18883-0500 Nairobi. 

S/no Projects                          Quoted Amount(Ksh) Auditors 

Amount (Ksh) 

i 

ii 

iii 

iv 

v 

vi 

vii 

 

Mochengo                        2,748,200 

Nyangiti                           1,889,900 

Turwa                               2,702,700 

Boitangare/Rusinga        2,693,200 

Obuya                             1,899,800 

Gesure                            2,788,200 

Omosaria                       2,310,000 

24,619,400 

                                          17,032,000 24,619,400 

The following 4 No. projects under the above contractor were drilled, equipped and are 

operational with clean and safe water accessible to the local residence for domestic use:- 
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S/No Description Amount (Ksh) 

1. Mochengo 2,748,700 

2. Nyangiti 2,365,000 

3. Turwa 2,702,700 

4. Boitangare/Rusinga 2,693,200 

 Total  10,509,600 

 

The following 3 No. water projects that were awarded to the same contractor but not 

completed were: 

S/No Description Amount (Ksh) 

1. Obuya 1,899,800 

2. Gesure 2,788,200 

3. Omosari 2,310,000 

 Total 6,998,600 

 

At the time of audit, the contractor had abandoned the site, citing increased costs. Since the 

County could not be able to incur more cost in form of variation, contracts for these projects 

were terminated at no liability to the County. The delayed works are being undertaken by 

the County using her own acquired water drilling rig through force account procurement 

method.  

Further the total contract sum for the above projects was Ksh. 17,032,000as per the award 

letter and contract documents contrary to the figure of Ksh. 24,619,400 reflected on 

auditor’s report. 

ii)Tender No:KCG/WTR/5/22/2015-2016.Drilling and equipping of 5 No. boreholes with 

handpumps at Gotinyango,Makanda,Mosisa,Nyamecheo,Matunwa under Lot No.3 were 
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awarded to M/S SPARR Drilling Limited  P.o Box 40590-00100 Nairobias shown here 

below:- 

S/No Projects Quoted 

Amount 

Auditors 

Amount 

1 

2 

3 

4 

5 

Makanda 

Nyamecheo 

Matunwa 

Gotinyango 

Mosisa 

2,477,180 

2,867,636 

2,477,180 

2,867,636 

2,746,300 

22,558,400 

 Total 13,435,932 22,558,400 

The following water projects under these contracts were drilled, equipped and operational 

with clean and safe water accessible to the residence for domestic use:-  

S/ No. Description Amount (Ksh) 

1. Makanda 2,477,180 

2. Nyamecheo 2,867,636 

3. Matunwa 2,477,180 

 Total 7,821,996 

The following water projects were not drilled and equipped due to the contractor citing 

increased costs and thus abandoning sites. The contracts were terminated and works are 

being completed using County own drilling rig through force account procurement method: 

 

S/No. Description Amount 

(Ksh) 

1. Gotinyango 2,867,636 
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2. Mosisa 2,746,300 

 Total 5,613,936 

 

The total amount awarded under this contract was Ksh.13,435,932 as indicated in the letter 

of awards and contract document contrary the auditor’s reflected figure Ksh. 22,558,400  

iii)Quotation No:KCG/T/11/2015-2016 for rehabilitation of Sameta Borehole was awarded 

to M/S Rosama Building Contractors at a total cost Ksh. 2,000,000.The project was 

completed, borehole equipped and operational. Clean and safe water is accessible to the 

residences for domestic use.   

iv). Quotation No:KCG/WKS/015/2015-2016. Rehabilitation of Nyamesocho water 

supply project was awarded to M/S Anekos Ltd P.O Box 2842-20100 Nakuru at a total 

cost Ksh. 3,269,500.Project completed, equipped and operational.Clean and safe water is 

accessible to the residences for domestic use.   

v). Quotation n. KCG/WKS/QT/07/2015-2016 Rehabilitation of Kegochi borehole was 

awarded to M/S Hevero Contractors Ltd P.o Box 1307-40200 Kisii at  a contract sum of 

Ksh. 655,400. The borehole completed and equipped. Due to lack of power supply, the 

borehole is not operational at the moment. Provision for power supply has been factored in 

the forward budget. 

vi. Quotation no. KCG/QT/147/2015-2016 Rehabilitation of Mokenene Gravity water 

project was awarded to M/S Endo enterprises ltd P.o Box 114 Kenyenya at a contract sum 

of Ksh. 3,343,190. Project completed and water supply scheme operational. Residents have 

access to clean and safe water for domestic use. 

vii. Tender no. KCG/WTR/5/22/2015-2016 Drilling and equipping 7No.Boreholes with 

handpump under lot No. 4 was awarded to M/S Pass Africa company ltdP.o Box 38937-

00123 Nairobi at a total cost of ksh 17,162,200 as shown here below: 

S/No  Project name Quoted 

amount ( 

Ksh) 

Auditors 

amount 

(Ksh) 

1 Nyanko 2,807,602 17,167,200 

2 Kiamabundu 2,740,158  

3 Riamotinga 2,353,578  

4 Mwamisoko 1,785,874  
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5 Kenyorora 2,353,578  

6 Maroo 2,353,578  

7 Kiabogoria 2,807,602  

 Total 17,201,970 17,167,200 

 

The above water project sites were handed over to the contractor, contractor did not take 

up the works. Contractor abandoned the sites citing increased construction costs. Contracts 

were terminated at no cost to the County. The works are being completed by the County 

using its own water drilling rig through force account procurement method. 

The amount awarded in this project was ksh. 17,201,970as indicated in the letter of award 

and contract document contrary to 17,167,200 as reflected in the auditor’s report.  

viii.Tender No. KCG/5/22/2015-2016 Drilling and equipping of boreholes with hand 

pumps 5 No. under lot No. 5 was awarded M/s JARA construction co. ltd/ of P.o Box 218-

001610 Nairobi as shown here below: 

S/No  Project name Quoted amount 

(Ksh) 

Auditors 

amount 

(Ksh) 

1 Nyabongo 2,470,500 15,050,200 

2 Riamangata 2,530,200  

3 Igorera 2,389,800  

4 Kimai 1,871,800  

5 Endereti 2,505,400  

 Total 11,767,700 15,050,200 

 

The above water project sites were handed over to the contractor. The contractor did not 

take up the works. Contractor abandoned the sites citing increased construction costs. 

Contracts were terminated at no cost to the County. The works will be completed by the 

County by using its own water drilling rig through force account procurement method. 

The amount awarded in this project was ksh. 11,767,700 as indicated in the letter of award 

and contract document contrary to 15,050,200 as reflected in the auditor’s report.  

 

ix. Tender No: KCG/WTR/5/22/2015-2016. Drilling and equipping borehole 5 No. 

boreholes under lot No. 1 was awarded to M/S DKO Investment Company ltd of P.o Box 

1554-00100 Nairobi. 
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S/No. Projects Name Quoted 

amount(Ksh) 

Auditors 

amount(Ksh) 

1 

2 

3 

4 

5 

Nyosia 

Entanda/Mwakebagendi 

Entanda P.A.G 

Nyakeyo 

Nyakeiri 

2,922,000 

2,922,000 

1,812,000 

2,922,000 

2,922,000 

19,843,700 

 Total           

13,500,000 

19,843,700 

 

The above water project sites were handed over to the contractor. The contractor did not 

take up the works. Contractor abandoned the sites citing increased construction costs. 

Contracts were terminated at no cost to the County. The works are being completed by the 

County using its own water drilling rig through force account procurement method. 

The amount awarded in this project was Ksh. 13,500,000 as indicated in the letter of award 

and contract document contrary to 19,843,700 as reflected in the auditor’s report.  

x. Other Projects that were awarded and contractors did not take up the project site are as 

shown: 

S/N

o 

Project 

details  

Qty No. Location Name of 

contractor 

Contrac

t sum 

1 

 

Rehabilitati

on of 

Nyamagwa 

water supply 

KCG/WKS/QT/09/201

4-2015 

 

Bogetaorio 

 

Binsaris 

lighthouse 

 

1,692,50

0 

 

2 

 

 

Rehabilitati

on of 

Kionduso 

Borehole 

water 

project 

KCG/WKS/QT/016/20

15-2016 

 

Bogetaorio 

 

 

Gesure 

Building 

constructio

n 

 

2,030,25

0 
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3 

 

Nyakerato 

water supply 

 

 

 

Bosoti/Sengera 

 

Bassecom 

internation

al Ltd Box 

184 Kisii 

2,803,00

0 

 

4 

 

 

Rehabilitati

on  of 

Nyasasa 

 

KCG/WKS/QT/014/20

15-2016 

Moticho/Chita

go 

Joskwaby 

Agencies 

Ltd Box 

588 Kisii 

2,793,76

0 

5 Constructio

n of a 

reticulation 

system at 

Nyamondo 

borehole 

KCG/QT/159/2015-

2016 

Bogusero Emmanuel 

Agencies 

Ltd Box 

2598 Kisii 

3,562,88

2 

 

The above contractors were handed over the water project sites. They abandoned and never 

undertook any works. Contracts were terminated at no liability to the County. The works 

are being undertaken and completed by the County using force account procurement 

method. 

 

xi. Tender No: KCG/QT/162/2015-2016. Rehabilitation of Riongata borehole water supply 

project was awarded to M/S platinum Axe P.o Box69687-00100 Nairobi at a total contract 

sum of Ksh 3,712,202. The contractorwas handed over the project site. He abandoned the 

project and never undertook any works. Contract was terminated at no liability to the 

County. The works were re-advertised and works awarded to a new contractor M/S 

Bluechips Abasubati Enterprises. The new contractor undertook the works and completed 

a waiting provision of water pump. 

 

xii. Tender No. KCG/WTR/6/23/2015-2016. Proposed construction of Nyabinyinyi gravity 

water project.  The contract was awarded to M/S Menentoka construction ltd of P.o Box 

38601-00100 Nairobi at contract sum of Ksh 10,366,040. The contractorwas handed over 

the project site. He abandoned the project and never undertook any works. Contract was 

terminated at no liability to the County. The works were re-advertised and works awarded 

to a new contractor M/S Buprom investment ltd.The contractor has so far done substantial 

work including construction of water storage tankand spring protection. The project is 

expected to be completed soon. 
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It is worth noting that the County has so far done 4 No. boreholes with her own rig namely:- 

 Emesa boreholes in South Mugirango Sub- County 

 Endereti borehole in Bomachoge Borabu Sub- County 

 Turwa borehole Bobasi Sub- County 

 Kanyoni borehole in Kitutu Chache North  

The County is currently doing the fifth boreholes at Nyankononi in Nyaribari Masaba. The 

County anticipates completing 5 No. more boreholes before end of June 2019.  

 

Committee’s Observations and Recommendations  

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  

 

3.0 Unexplained Year End Adjustments 

Several journal adjustments were made at the close of the financial year that were not 

supported by authorisations as required. The adjustments debit adjustments were not 

approved as required. 

Items Year End 

Adjustments 

Kshs. 

Rehabilitation of civil works 1,000,000 

Other Transfers- User forgone fees 14,457,329 

Purchase of specialized Equipment 2,438,885 

Purchase of Certified Seeds 3,796,854 

Office Operations 1,003,300 

Total 22,696,368 

 

Consequently, the validity and accuracy of the adjustments could not be confirmed. 
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Management Response 

Whereas the management agreed on several journal adjustments that were made at the close 

of the financial year, it disagreed that the debit adjustments were not approved as required 

since the adjustments were passed to correct mis-postings and errors arising from the 

supplementary budget which was passed by the County Assembly.  

 

Committee’s Observations and Recommendations  

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

The Committee further noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

4.0 Compensation of Employees 

4.1 Excess of Employment Expenditure beyond Set Limits 

The compensation of employees reflects a figure of Kshs. 3,702,331,589 which is an 

increase by Kshs. 468,417,099 (14%) from the previous year figure of Kshs. 

3,233,914,490.  

Further, the compensation of employees cost of Kshs. 3,702,331, 589 accounted for 38% 

of the total county revenue budget. This is above the 35% limit set out by Section 25(1) (b) 

of the Public Finance Management (County Government) Regulation, 2015. In addition, 

the County executive committee member for finance with the approval of the Assembly 

has not set a limit on the county government expenditure on wages and benefits for its 

public officers pursuant to Section 107(2) of the Act, the increase in wages may affect 

implementation of development projects. 
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Management Response 

S/No. Item Budget for FY2017/2018 Percentage  

3.   Recurrent 6,361,322,470 69 

4.   Development  3,709,209,444 31  

  Total  10,897,352,288 100 

Section 107 (2) of the PFM Act, 2012 states that in managing the County Government’s 

public finances, the County Treasury shall enforce the following fiscal responsibility 

principles: 

f. The county government’s recurrent expenditure shall not exceed the County 

Government’s total revenue; 

g. Over the medium term a minimum of thirty percent of the County Government’s 

budget shall be allocated to the development expenditure; 

h. The County Government’s expenditure on wages and benefits for its public 

officers shall not exceed a percentage of the County Government’s total revenue 

as prescribed by the County Executive member for finance in regulations and 

approved by the County Assembly; 

In view of the above, we would like to state that we complied with Fiscal Responsibility 

Principles on the allocations for recurrent (69%) and development budget (31%). Secondly, 

it is indeed true that the County’s wage bill was at 38 percent of the total budget exceeding 

the threshold of 35 percent. However, this is due to:- 

vii. Large number of personnel inherited from the defunct local authorities Most 

of these staff did not possess the critical skills especially in areas of health 

and other cadres hence need to employ in a bid to bridge the skills 

requirement gap. 

viii. Statutory annual increment to staff.  

ix. Implementation of return to work formula which recommended additional 

payments for doctors. 

x. The elevation of Kisii level 5 hospital requiring technical staff of various 

cadres. 

 

Mitigating measures, the management has put in place 

 Most of inherited defunct local authority staffs have attained retirement 

age and are not being replaced. 

 The County is under the CARPS programme 

Committee’s Observations and Recommendations  
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The Committee noted the mitigation measures by the county executive, but still there 

were weak human resources management practices and recommended that-  

 The County Executive implements the recommendations of Capacity Assessment 

and Rationalization Programme (CARPS) on rationalization of staff; 

 The County Assembly ensures that the County Public Service Board (CPSB) is 

independent of the influence of the County Executive and the County Assembly 

Service Board (CASB) are made to be autonomous in their operations. 

 

4.2 Engagement of casual Workers 

Include in the compensation of employees’ balance of Kshs. 3,702,331,589 is basic wage 

of temporary employees of Kshs. 30,054,871 out of which basic wages of temporary 

employees, totalling Kshs. 14,064,193 was paid to individual casuals at different rates of 

Kshs.4,500; Kshs.5,000; Kshs.10,000 and Kshs. 12,000 per month. The engagement of 

casuals contravened the Ministry of Labour minimum wages circular of 20 May 2015. 

In addition, payment records for the month of March 2017 revealed that 115 casual workers 

were under paid by Kshs. 491,316 which translates to Kshs. 5,893,227 for 12 months 

during the year under review. 

Consequently, the management was in breach of labour laws. 

Management Response 

The County Government of Kisii inherited casual workers from the defunct local 

authorities whose monthly remuneration was ksh 4,500 ksh 5,000 and ksh 6,000. These 

rates were maintained upon devolution. The County later employed casuals whose monthly 

payment was ksh 10,000. 

Upon realization that the above rates are below minimum wages set out on 20th May 2015, 

the County has started a process of vetting its casual workers for the purpose of absorbing 

and paying them as those serving on permanent terms. 

Committee’s Observations and Recommendations  

 

The committee noted with concern the manner in which the county government engaged 

casuals in total contravention of the Ministry of Labour’s minimum wages circular of 20 

May 2015. The Committee also observed that there were weak human resources 

management practices and recommended that-  

 The County Executive implements the recommendations of Capacity Assessment 

and Rationalization Programme (CARPS) on rationalization of staff; 
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 The County Assembly ensures that the County Public Service Board (CPSB) is 

independent of the influence of the County Executive and the County Assembly 

Service Board (CASB) are made to be autonomous in their operations. 

 

4.3 Differences between Ledger and Financial Statements 

Included in the compensation of employees figure of Kshs. 3,702,331,589 is Kshs. 

1,663,292,963 paid as basic salaries, Kshs.30, 054,871 paid as temporary wages and Kshs. 

2,008,983,755 paid as pension and security benefits. However, analysis of supporting 

schedules for payments revealed a net variance of Kshs.60, 161,388 as shown below; 

Item Amount as per 

Payment 

schedules 

-30 June 2017 

Kshs. 

Amount as 

Per financial 

Statements – 30 

June 2017 

Kshs. 

Variance 

 

Kshs. 

Basic salaries 

(Permanent 

employees) 

3,480,151,334 1,663,292,968 1,816,858,366 

Basic wages 

(Temporary 

employees) 

44,804,193 30,054,871 14,749,322 

Pension and other 

security benefits 

117,214,679 2,008,983,755 (1,891,769,076) 

Total 3,642,170,206 3,702,331,594 60,161,388 

 

Consequently, the accuracy and validity of compensation of employees’ figure of Kshs.3, 

702,331,589 could not be confirmed besides the management being in contravention of the 

County Government regulations. 

Management Response 

The Management concurred with the auditor’s observation on the variance of Kshs.60, 

161,388. This variance represents expenditures classified under Compensation of 

employees’ item which do not form part of schedules for payments from Integrated Payroll 

and Personnel Database system (IPPD). The said amount was paid from Facility 

Improvement Fund and cleaning youth groups who are not captured in IPPD as shown 

below: 
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Expenditure item Amount 

(Kshs) 

Facility Improvement Fund-casual 

workers 

28,884,190 

Contracted Cleaning Groups 31,277,198 

TOTALS 60,161,388 

 

 

Committee’s Observations and Recommendations 

  

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

4.4 Penalties on Statutory Deductions 

Included in the compensation of employees’ balance of Kshs. 3,702,331,589 is Kshs. 

26,926,196 being penalty paid to the National Hospital Insurance Fund Act (NHIF) due to 

late remittance of employees’ monthly deductions. 

The management may have thus lost an estimated amount of Kshs.26, 926,196 on wasteful 

expenditure as a result of the penalty due to delays in payment of monthly statutory 

deductions. 

Management Response 

The Compensation of employees for the period was broken down as follows: 

S/No. Description Amount (Ksh) 

1 Basic Salaries of Permanent Employees 1,663,292,968 

2 Basic Wages (Temporary Employees) 30,054,871 
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3 Pension and other Security benefits 2,008,983,755 

 Total 3,702,331,594 

The amount stated of Kshs.26, 926,196 was not paid to NHIF. The amount in questionwas 

demanded by NHIF through demand notice copy of which has been provided but was 

contested and disputed by the County Government.The delay to remit N.H.I.F deductions 

in time come as a result of delays in monthly disbursement of funds by National Treasury 

which sometimes compels the County Government to pay net salaries leaving out statutory 

deductions since funds are not sufficient to pay gross salary. When this happens, statutory 

bodies start imposing penalties on payment in arrears and hence the reason for N.H.I.F 

demand notices. This prompted the matter be arbitrated by the Court but the parties 

accepted to settle the matter outside.  The matter was later settled outside court and 

penalties were waived.  

Committee’s Observations and Recommendations  

The Committee noted that there were deductions from employees on statutory 

deductions but they were not remitted. This was blatant disregard of the law which 

attracts loss of public funds through penalties and the Committee recommended that 

the accounting officer be surcharged for the penalties and fines accrued for the non-

remittance. 

 

5.0 Ethnic Composition 

The Executive has three thousand six hundred and eleven employees (3611). However, 

ninety-one percent (91%) are from the dominant ethnic community (Kisii) which 

contravenes Section 65(1) of the County Government Act, 2012 which requires that the 

Public Service Board in recruiting employees must ensure that at least thirty percent (30%) 

of the vacant position at entry level are filled by candidates who are not from the dominant 

ethnic communities. Consequently, the Executive is in breach of the County Governments 

Acts, 2012. 

 

Management Response 

The management concurred with the auditor’s observation that Board recruited 3,611 

(91%) from the dominant Kisii Community.  This was as a result of the following 

circumstances: 
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The Board advertised vacancies as they arose on the daily newspapers and the website to 

reach as many applicants as possible. However few applied from non-dominant 

communities for those advertised posts. The Board considered them but because the 

number of applicants was not many, the percentage was not meeting the requirement as per 

the Law. 

In some cases we found that those who applied for the posts from non-dominant 

communities did not meet the minimum requirements for the advertised posts hence 

contributing to the low percentage of recruitment of non-dominant communities. 

The Board has taken steps to meet the requirement of the Law by advertising any vacancy 

that arises in the newspapers and County website so as to reach as many interested 

candidates as possible but that notwithstanding, the number of applicants from non –

dominant communities is still very low. 

Committee’s Observations and Recommendations  

 

The committee noted that this is a common phenomenon across counties, and 

recommended that counties should work towards attaining the requirement of the 

provisions of Section 65(1)(e) of County Government Act on ethnic inclusivity. 

 

6.0 Previous Year Matters 

The County Executive did not indicate the status and follow up of audit issues reported in 

the various year in the financial statement as required by Public Sector Accounting 

Standards Board Reporting Template. 

Management Response 

The previous matters (13/14, 14/15 and 15/16) have been addressed and a copy was sent 

to both the Auditor- General and have been addressed in the senate.  

Committee’s Observations and Recommendations  

The committee noted that during the time of audit the status on follow up issues were not 

supplied to the auditor general as required by the Public standard. The committee 

recommended that the county government should always comply to this requirement. The 

Committee therefore recommended that the accounting officer undertakes administrative 

actions forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee within 60 

days from the adoption of this report. If the behaviour persists during the audit of the 

FY2020/2021, the Accounting Officer may be prosecuted for breach of section 197(k) of the 

Public Finance Management Act. 
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7.0 Failure to spend at least 30% on Development 

The statement of receipts and payments for the year ended 30 June 2017 reflects a figure 

of Kshs. 1,299,533,511 on acquisition of assets which is 15.5% of the total expenditure of 

Kshs. 8,350,673,381. The development expenditure was below the permitted limit of 30% 

as set in the Public Finance Management Act. Although the management has attributed low 

development spending on late exchequer disbursements, the Controller of Budget had 

approved a total of Kshs. 1,585,385,331 for development vote. Consequently, the 

management was in breach of the law. 

Management Response 

The management would like to indicate that according to the Controller of Budget’s report, 

total expenditure including that of the County Assembly in the FY2016/2017 amounted to 

kshs. 7,985,608,570. Out of this, kshs. 5,970,719,311(74.8%) and 

kshs.2,014,889,259(25.2%) were spent on recurrent and development votes respectively. 

It is, therefore, worth noting that development expenditure is at 25.2 percent and not 15.5 

percent as reported by the auditor. 

The low development budget spending was attributed to late disbursement of funds by the 

National Treasury. A total of kshs. 1,288,288,394 was transferred to the CRF account on 

30th June, 2017 and in view of the fact that this was the last day of the financial year, it was 

practically impossible to spend these funds on planned programmes and projects. 

Section 107(2) of the PFM Act, 2012 indicates the fiscal responsibility principles. One of 

them states that over the medium term, a minimum of thirty percent of the county 

government’s budget shall be allocated to development expenditure. This does not 

expressly indicate that development expenditure shall be 30 percent of the county 

government’s budget. 

Committee’s Observations and Recommendations  

 

The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 
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to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

8.0 Lack of Audit Committee 

Section 155 (5) of the Public Finance Management Act, 2012 County Government entities 

to establish internal audit committees that oversee management of internal control and 

address issues as reported to by Internal audit department. 

The County Executive has not constituted an audit committee from the time of its inception 

in 2013. With the absence of an audit committee, the internal audit department has 

therefore not been able to carry out its functions independently since internal audit reports 

administratively to the accounting officer and functionally to the audit committee. 

Consequently, the management is was in breach of the law. 

Management Response 

The management concurred with the auditor’s observation on establishment of an audit 

committee by the time of audit process. However, the Kisii County Executive has placed 

an advertisement inviting potential and qualified candidates to submit applications for 

consideration hence the recruitment process is ongoing. Attached find copy of the advert. 

 

Committee’s Observations and Recommendations  

The Committee noted that the Audit Committee had not been established in the 

County Government entity as required by PFM (County Governments) Regulations, 

Paragraph 167. The committee recommended that the Governor takes administrative 

and disciplinary action upon the accounting officer for negligence of duty. 



 

1.3. FINANCIAL YEAR 2015/2016. 

 

The Governor of Kisii County, Hon. James Ongwae, EGH appeared before the 

Committee on 15th May, 2019 and 29th July, 2020 to respond (under oath) to audit 

queries raised in the Report of the Auditor General on Financial Statements for Kisii 

County Government for the Financial Year 2015/2016.  

Qualified Opinion  

1. Receipts 

1.1 Free Maternity Funds 

Included in the other revenue balance of Kshs. 553,499,274 is Kshs. 134,452,500 in respect 

of free maternity disbursements. However, during the year under review, the Executive 

was allocated Kshs. 194,699,400 under the free maternity fund but only Kshs. 134,452,500 

was received leaving a balance of Kshs. 60,246,900 at the National Treasury as at 30th June 

2016. No explanation has been provided by management for the under-release of balances 

by the National Treasury. 

Management Response 

In the County Allocation of Revenue Act (CARA) 2015/2016 there was provision for Free 

Maternity Fund of Ksh 194,699,400 for the County Government of Kisii. This informed 

county budget which provided for the same amount under the said Fund. However, the 

County Government of Kisii received a total of Ksh 134,452,500 in respect of the Free 

Maternity Fund as at the closure of the financial year 2015/2016 leaving a balance of ksh 

60,246,900 which has not been received to date.  

Further, the National Treasury did not communicate on the non-disbursement of ksh 

60,246,900. Supporting documents (CARA 2015/2016 and the Controller of budget’s 

County Government budget implementation review report for the year 2015/2016) have 

been provided.  

Committee Observation and Recommendation 

The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 
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This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 

to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

1.2 Outstanding Property Rates 

The property rates register indicates that outstanding property rates in the County increase 

by Kshs. 24,790,007 from Kshs. 179,166,653 in the previous year to Kshs. 203,959,660 in 

the year under review. However, the County Treasury has not put in place stringent 

measures to recover these outstanding revenues contrary to section 6(7) of the County 

Finance Act, 2015.  

Further, the outstanding balance of Kshs. 203,956,660 as at 30th June 2016 has not been 

disclosed under the Notes to the financial statements as required under International Public 

Sector Accounting Standards (IPSAS). 

In view of the foregoing, it has not been possible to confirm that the revenue for the year 

ended 30th June 2016 is fairly stated. 

Management Response 

Management concurred with the auditor’s observation on increase of outstanding property 

rates. The increase was occasioned by: 

 Regular change of property ownership making it difficult to determine the true 

owners of properties particularly Kisii municipality. 

 Some properties have pending court cases and whose process has not been 

concluded. 

 Other properties are also appearing in the Ndungú report which has not been 

concluded. 

However, the County Government has put in place the following measures: 

i. The County is currently undertaking aging analysis of her debts with a view 

of classifying them as either recoverable or unrecoverable. The objective is 

to enable the management write-off bad debts and or seek legal redress for 

the recoverable debts. 

ii. Currently, the County is in discussions with KRA on information sharing 

between the County’s revenue system and KRA’s i-tax system so as to 
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leverage on information sharing especially on electricity bills, water bills 

among others. 

Management also concured with the auditor’s observation on non-disclosure of outstanding 

property rates of Ksh 203,956,660 in the County Executive’s financial statements for the 

financial year 2015/2016. However, in subsequent financial statements outstanding 

property rates are disclosed as a note to the financial statement. 

Committee Observation and Recommendation 

The Committee noted the various challenges facing the county executive in the 

collection of property rates. The Committee also noted that the county executive failed 

to keep proper books of accounts with regard to property rates.  

The Committee recommended that- 

 the County Executive develops a mechanism to collect debts owed to them; 

 the County Executive to finalises the preparation of the aging analysis of her debts 

and furnished the Committee with the same within 60 days from the adoption of 

this report; 

 the registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies; and 

 the CECM–Finance and the Accounting Officer (Chief Officer-Finance) ensures 

adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

2. Compensation of Employees 

Compensation to employees expenditure increased by Kshs. 125,962,386 from Kshs. 

3,107,952,104 in the year 2014/2015 to Kshs. 3,233,914,490 during the year under review. 

The wages and benefits constituted 37% of the total revenue of Kshs. 8,824,677,699 for 

the year contrary to section 25 (c) of Public Finance Management Act, and County 

Government Regulations 2015 that maximum ratio 35%. 

Management Response 

There was an increase of Kshs. 125,962,386 on compensation of employees. This increase 

was occasioned by: 

 Recruitment of technical staff required to perform critical functions. 

 Normal annual salary increments for civil servants. 

 Secondment of youth polytechnic officers from National Government to County 

Governments.  
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 Upgrading of Kisii level 5 hospitals to a teaching and referral hospital which 

required employment of professional doctors in various cadres. 

The above scenario has raised the wage beyond the set limit of 35 percent. 

Committee Observation and Recommendation 

The Committee noted with concern the high wage bill for the County. The Committee 

further noted that there were weak human resources management practices and 

recommended that-  

 The County Executive implements the recommendations of Capacity Assessment 

and Rationalization Programme (CARPS) on rationalization of staff; 

 The County Assembly ensures that the County Public Service Board (CPSB) is 

independent of the influence of the County Executive and the County Assembly 

Service Board (CASB) are made to be autonomous in their operations. 

3. Use of Goods and Services 

3.1. Consultancy Services for Digital Topographic Mapping  

Included in the use of goods and services balance of Kshs. 2,206,961,106 is Kshs. 

685,416,189 under other operating expenses which in turn included Kshs. 5,000,000 paid 

to a local consultancy company to provide consultancy services for digital topographic 

mapping and preparation of integrated strategic urban development plan to Ogembo Town 

at a cost of Kshs. 58,391,500 and contract period of 12 months with effect from 8th October 

2014. 

Examination of the agreement indicated that the consultant was to be paid 25% of the 

contract sum upon submission of the inception report, 25% on submission of preliminary 

maps and design, 30% on submission of plan development proposals and strategies and 

final 20% on submission of the final integrated urban development plan.  

However, the consultant, on submitting an inception report, was paid the entire Kshs. 

5,000,000. The contract period expired on 8th October 2015 and although, the Executive 

on the same date renegotiated for extension of the contract, the work had not re-started as 

at 30th June 2016. It was not clear when the work would be finalized. 

Consequently, the propriety and value-for-money on the expenditure of Kshs. 5,000,000 

incurred on the consultancy during the year cannot be confirmed. 

Management response 
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The contractor was awarded a contract for digital topographic mapping and preparation of 

integrated strategic urban development plan for Ogembo Town at a cost of Ksh.58, 391,500 

for a contract period of 12 months with effect from 8th October, 2014. 

This project contract agreement was structured into four deliverable result areas which are: 

a) Submission of acceptable inception Report 

b) Submission of preliminary maps and designs (Submission of validated Situational 

analysis report)  

c) Submission of plan development proposals and strategies (Draft plan) 

d) Submission of acceptable final integrated strategic urban development plan 

According to the contract agreement, the consultant was to be paid 25% of the contract 

sum (which is equivalent to Ksh 14,597,875) after submission of a validated inception 

report. However, the management only paid Kshs. 5,000,000 for the inception report due 

to inadequate disbursement of funds from the exchequer. Currently, the consultant has 

completed the first and second stages as evidenced by the attached project validated 

inception report, situational analysis report and status report. 

On the issue of contract duration, the management negotiated with the contractor who 

agreed to extend the contract period without additional cost and currently work is 

progressing well as per new contract agreement.  

Committee Observation and Recommendation 

The committee noted the explanation by the county government that the Payment of 

the 5 million was within the contractual percentage was satisfactory. The committee 

also noted that there was delay in commencement of the contract and that the project 

was still incomplete beyond the stipulated contractual period.  

    

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The county government should ensure strict adherence to contract timelines; and    

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 

3.2. Procurement of Security Services 
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Included in the use of goods and services balance of Kshs. 2,206,961,106 is Kshs. 

685,416,189 under other operating expenses which additionally includes Kshs. 960,000 

paid to a local security company on 13th October 2015 for security services rendered at 

Kisii Agricultural Training College between February 2015 and August 2015. However, 

the contract between the college and the company expired in December 2014 yet the 

Executive continued to make unauthorized payments for service received after the expiry 

of the contract period. 

Consequently, the propriety and validity of the expenditure of Kshs. 960,000 incurred on 

the security Company during the year under review cannot be confirmed. 

Management Response 

The Kisii County Government entered into a contract agreement with Kisii Security 

services for the provision of security services for a period of six months from July to 

December 2014. Later, the County entered into another contract agreement for provision 

of security services from 1st January, 2015 to 30th December, 2016. A payment of ksh 

960,000 paid to the above security firm in October 2015 for security services rendered 

against an invoice dated 30th August, 2015 for the months of February, March, April, May, 

June, July and August, 2015. Therefore, these payments were made within the contractual 

period under the above contract.  

Due to the challenges of personnel capacity in registry, the contract agreement was not 

provided during the audit process but is now available. On personnel capacity, the County 

has established documents registry with trained personnel.  

 

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

 

3.3. Procurement of Assorted Items  
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Included in the use of goods and services balance of Kshs. 2,206,961,106 is Kshs. 

50,569,777 under office and general supplies and services which in turn includes Kshs. 

756,000 on purchase of assorted items from various local firms. 

However, the following anomalies were noted: 

i. There were no quotations issued to the suppliers 

ii. Requisitions from the user department were not attached to payment vouchers 

iii. There was no Inspection and Acceptance report and receipt of goods was not 

certified by the user department. 

Consequently, the propriety and validity of the expenditure of Kshs. 756,000 incurred on 

purchase of assorted items during the year under review cannot be confirmed. 

Management Response 

The payment for the purchase of assorted general supplies and services of Ksh. 756,000 

was made to various local firms. The assorted goods were procured through competitive 

request for quotations method. The goods were received, inspected and accepted and taken 

on charge. 

The requisition from user department, request for quotation and inspection certificate were 

not provided during the audit process but were later availed.  

 

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

 

3.4 Facilitation of Training for Kisii Budget Committee  

Included in the use of goods and services balance of Kshs. 2,206,961,106 is Kshs. 

65,558,814 in respect of training expenses which in turn includes Kshs. 2,290,000 paid to 

a local firm in form of imprest for the facilitation of training for Kisii budget committee in 

Nairobi. However, the training was not properly supported. 
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Consequently, the propriety and validity of the expenditure of Kshs. 2,290,000 incurred on 

the training cannot be confirmed. 

Management Response 

The expenditure of Ksh. 2,290,000 was in respect of Kisii County Assembly training 

attended by 19 MCAs and 10 staff of the Assembly on a five-day induction on budget and 

budget cycle at Marble Arch Hotel in Nairobi. The documents supporting the above 

expenditure are listed below: 

Committee Observation and Recommendation 

The Committee noted the irregularity in compensation of Members of the County 

Assembly and recommended that all irregular payments be recovered in full by the 

accounting officer. The Committee further recommended that SRC develops a 

framework on consultations with County Assemblies to ensure that the circulars that 

it sends are in line with relevant laws. 

 

The Committee further noted with concern the failure of the County Executive to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

3.5 Foreign Travel 

Included in the use of goods and services of Kshs. 2,206,961,106 is Kshs. 53,023,974 being 

foreign travel and subsistence which additionally includes Kshs. 514,080 being imprest 

issued to a Member of the County Assembly (MCA) to facilitate his travel to Germany. 

However, it was not clear how the funds were re-allocated from health department to 

facilitate the MCA on trip to Germany. Further, it’s not clear who the payee was since the 

imprest warranty bears two different names but does not indicate the respective personal 

numbers. In all, proper documentation was not provided to support the travel and further it 

has not been established why the County Assembly could not finance the MCA’s trip. 

Consequently, the propriety and validity of Kshs. 514,080 incurred on the transaction could 

not be ascertained. 

Management Response  
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An amount of Ksh. 514,080 was paid to Mr. Eric Moseti in favor of Mr. Ronald Onduso a 

member of County Assembly (MCA) to facilitate his travel to Germany whose name was 

not configured in IFMIS. The money was borrowed from the department of Health after 

the County Assembly made a request to the County Executive. The travel documents for 

MCA to Germany have been provided.  

 

Committee Observation and Recommendation 

The Committee while taking note of the challenges during the transition period was 

concerned that the County Chief Executive ought to have taken particular interest in 

putting in place adequate structures and systems in time to avoid getting into the 

scenario above. The Committee also noted with great concern that the explanation 

given by the CEO was unsatisfactory. The Committee recommended that that the 

County Government should take administrative actions of the chief officer Finance 

and submit a report to the senate within 60days of adoption of this report. The 

committee further recommended that the county should observe strict compliance to 

the prudence utilization of finances at the county.  

 

3.6. Unaccounted for Stores 

Included in the use of goods and services of Kshs. 2,206,961,106 is Kshs. 50,569,777 under 

office and general supplies and services which in turn includes Kshs. 156,600 paid to a 

local company for the supply of stationery in July 2015. However, the stores ledgers in 

which the items were recorder were not availed for audit review and therefore it was not 

possible to confirm whether or not the items were supplied by the vendors. 

Consequently, the propriety and validity of the expenditure of Kshs. 156,600 incurred on 

the supplies cannot be confirmed. 

Management Response 

An amount of Ksh. 156,000 relates to the supply of stationery items in July 2015. The items 

were supplied, received, inspected and accepted and taken on charge and recorded in their 

respective stores ledger. The documents were not availed during the audit process due to 

the limited audit time and capacity challenges in our registry. However, the documents 

were later availed and currently we have full registry in place.  

Committee Observation and Recommendation 
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The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

The Committee further noted that there was poor record keeping which may have 

arisen as a result of capacity challenges in the procurement and accounting 

departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualifies 

personnel who are members of the respective professional body. 

 The Accounting Officer (CEC for Finance) should ensure adherence to paragraph 

90 of the Public Finance Management (County Governments) Regulations. 

 

4. Car and Mortgage Scheme 

Included in the statement of receipts and payment under transfers to other Government 

units balance of Kshs. 519,986,180 is Kshs. 30,000,000 deposited with Chase Bank 

Limited in account No. 252322396001 as seed capital for the car and mortgage scheme. 

However, the bank was put under receivership in April 2016 and therefore the Executive 

has been unable to access these funds. Further, the management has not provided a signed 

contract agreement between itself and the bank regarding the management and 

disbursement of funds to the intended beneficiaries. The Executive faces the risks of non-

recovery of the funds held in Chase Bank. 

Consequently, the propriety and security of the bank deposit of Kshs. 30,000,000 cannot 

be confirmed. 

Management response 

The management has since signed a contract agreement with Chase Bank Ltd (which is 

now defunct) which was later acquired by SBM bank. SBM Bank Ltd having acquired 

Chase Bank Ltd, it assumed the contractual obligation between the County Government of 

Kisii and Chase bank Ltd. So far SBM bank has already advanced loans under the said 

fund hence the car and mortgage fund is operational.  

Committee Observation and Recommendation 
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The committee noted that the response given by the management was satisfactory. 

The committee noted the loans have been accounted for, the risk has been addressed 

and therefore the matter stands resolved. The committee recommended that the 

county should observe strict compliance to the law. 

 

5. Other Grants and Transfers 

5.1   Proposed Construction of Sombogo Tea Factory 

Included in the other grant and other transfers of Kshs. 321,081,087 is Kshs. 30,066,212 

under current grants to government agencies, which in turn includes Kshs. 30,000,000 paid 

to Tombe Tea Factory based in Nyamira County being 50% contribution as a conditional 

grant while the farmers were to contribute 50% of the total cost and the rest met by Tombe 

tea Factory through local financing of Kshs. 560,085,591. However, no clear timelines 

were set for commencement and completion of Sombogo Tea Factory based in Kisii 

County which is a subsidiary of Tombe Tea Factory. Construction of the factory had not 

started as at 31st January 2017. 

In the circumstance, the propriety and validity of the Kshs. 30,000,000 grant paid to Tombe 

Tea Factory cannot be confirmed. 

Management Response  

The factory construction has since been started and is nearing completion. Evidence of the 

works done so far has been provided. 

Committee Observation and Recommendation 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 Contract agreements should have clauses with respect to liquidation damages for 

non-completion of contracts and should be drafted by County Attorneys.  

6. Acquisition of Assets 
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6.1. Procurement of Five Ambulances 

Included in the acquisition of assets balance of Kshs. 2,056,224,377 under purchase of 

vehicles and other transport equipment is Kshs. 176,387,606 which in turn includes Kshs. 

25,200,000 paid to a local company for supply of five (5) ambulances costing kshs. 

41,645,000. However, the following anomalies were noted: 

i. Physical verification of the ambulances revealed that they still bear private numbers 

plates although they are branded in the County Executive’s logo 

ii. Examination of payment records revealed that the County paid Kshs. 25,200,000 

leaving a balance of Kshs. 16,445,000. Further, ownership documents are still held 

by the supplier for non-payment of the balance. 

iii. One of the ambulances (registration number KCG 478R) was involved in an 

accident on 29th January 2016 and lay unrepaid at the Kisii Teaching and Referral 

Hospital parking lot at the time of the audit. 

In the circumstances, the propriety of Kshs. 25,200,000 expenditure incurred on the 

purchase of ambulances during the year under review cannot be confirmed. 

Management Response 

i) The management concurs with auditors’ observation during the audit. However, 

the vehicles have since been registered and provided with County Government 

of Kisii registration number plates as shown here below: 

45CG001A 

45CG002A 

45CG003A 

45CG004A 

45CG005A 

ii) At the time of the audit, the County had paid Ksh. 25,200,000 leaving a balance 

of Ksh. 16,445,000. This amount has been cleared through two payments whose 

payment vouchers have been provided.    

The vehicle ownership has been regularized and transferred to the Kisii County 

Government. Copies of log books have been provided.  

iii) The ambulance which was involved in an accident was extensively damaged as 

provided in the mechanical engineer’s report.  

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 
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therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

 

6.2. Purchase of Motor Vehicles  

Included in the acquisition of assets balance of Kshs. 2,056,224,377 is Kshs. 176,387,607 

under purchase of vehicles and other transport equipment which in turn includes Kshs. 

64,923,100 paid to local vehicle dealer for the supply of ten (10) double cabin 4*4 motor 

vehicles at Kshs. 2,909,500 each and eleven (11) Haval H5 Station Wagons at Kshs. 

3,257,099 each. The County Executive negotiated the purchase prices in 2015 based on the 

price list determined by the Supplies Branch of the State Department for Public Works vide 

circular Ref. SB/P/4/5/XXVII (161). The negotiated prices were within the range of those 

recommended by Suppliers Branch. However, as at 30th June 2016, the Executive had not 

obtained the logbook for one (1) motor vehicle (registration number KCD 249G Great Wall 

Haval H5 Station Wagon) purchased at Kshs. 3,257,099. 

Consequently, the propriety of the expenditure of Kshs. 3,257,099 for the year under 

review cannot be confirmed. 

Management Response 

The motor vehicle registration number KCD 249 G has since been registered in the name 

of the County Government of Kisii and a log book issued.  

 

Committee Observation and Recommendation 

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

6.3 Stalled Avocado Processing Plant 
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i. Included in the acquisition of assets balance of Kshs. 2,056,224,377 is Kshs.293, 

404,310 under construction and civil works which in turn includes Kshs. 4,790,000 

paid to a construction company for construction of an avocado processing plant at 

Kisii Agricultural Training College at a contract sum of Kshs.7, 972,790. Minutes 

of the Tender Evaluation Committee meeting, revealed that another construction 

company was the second lowest bidder after a third company that had quoted Kshs. 

5,302,011 but was disqualified because its quotation was only 39.76% of the 

engineer’s cost estimates while the allowable range was between -10% and +10% 

of engineer’s estimate. 

ii. It was not explained why the company with the lowest evaluated price was not 

awarded the contract in line with the provisions of Section 86 (1) (a) of the Public 

Procurement and Assets Disposal Act, 2015. 

iii. Physical verification in November 2016 revealed that the contractor was not on site 

and the project appeared to have stalled despite the Executive having settled three 

interim certificates amounting to Kshs.4, 790,000. 

Consequently, the Executive may have lost Kshs.2, 670,778 for not awarding the tender 

to the lowest evaluated bidder and value-for-money may not have been obtained. 

Management Response 

Procurement process for the construction of Avocado processing plant was undertaken in 

2014-2015 financial year and awarded on 19th June, 2015. The public procurement law 

applicable then was the Public Procurement and Disposal Act 2005 and not the Public 

Procurement and Asset Disposal Act of 2015 which commenced on 7th January, 2016.  

Prior to the enactment and commencement of the Procurement Act 2015, “Engineer’s 

estimate” was used as major evaluation criteria to determine the responsiveness and 

qualification of bid. However, under Public Procurement and Asset Disposal Act of 2015 

section 70(6)(b), the engineer’s estimate is no longer an evaluation criterion. Attached find; 

Extract of the Act and the Guideline on preparing engineer’s estimate, bid reviews and 

evaluation 2004. 

Management also concurs with the auditor’s observation at the time of the audit that the 

contractor was not on site. However, the contractor has since resumed and the factory is 

80% complete.  

 

Committee Observation and Recommendation 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommended that;  
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 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  

  

6.4. Construction of Male Patients Ward at Kisii Level 5 Hospital 

Included in the acquisition of assets figure of Kshs. 2,056,224,377 is Kshs. 392, 668,431 

under construction of buildings which further includes Kshs. 106,654,296 being award to 

a construction company for construction of a male patients ward at Kisii Level 5 Hospital. 

As at 30 June 2016 Kshs.73, 607,469 had been paid to the contractor in nine installments.  

However, examination of payment vouchers revealed that the Hospital management issued 

three new Local Purchase/Service Orders (LPOs/LSOs) to the contractor while making 

payments instead of photocopies of the original LPOs/LSO. 

Consequently, the propriety of the expenditure totaling Kshs. 73,607,469 incurred on 

construction of the wards during the year under review cannot be confirmed. 

Management Response 

The County Government used to generate manual LPOs and LSOs for full contract 

amounts to contractors and suppliers before introduction of e-procurement module in 

IFMIS.  The shift from manual procurement system to electronic procurement system 

necessitated the issuance of multiple LPOs and LSOs to one contract. This is attributed to 

a numbers of reasons: 

i. With Integrated Financial Management Information System (IFMIS), when the 

financial year ends the period closes with all the data. When it opens a new period 

in the next financial year it will not carry forward data from the previous financial 

year. This makes LSO/ LPO to expire if they extend beyond one financial year thus 

calling for the issuance of a new LPO/LSO in the next financial year. 

 

ii. E-Procurement IFMIS module can only accept to print an LPO/LSO for the 

maximum amount available in the vote book at a particular time. Normally the 

National Treasury control access to County budget through release of the budget in 



108 
 

quarterly basis rendering it impossible to commit the entire contract amount in one 

LPO or LSO. 

Communication to National Treasury seeking their intervention to address the above 

problem was done. The multiple LSOs issued to support these payments have been 

provided.  

Committee Observation and Recommendation 

The Committee noted that the accuracy of the financial statements and the IFMIS is 

a prime responsibility of the county government. The committee further observed 

that the variances do occur in the system, however it’s the user’s responsibility to 

clear outstanding effects in IFMIS systems through auto-reconciliations regularly. 

The committee therefore, recommended that the County CEO must ensure that the 

IFMIS reports produced are the true records. The committee further recommended 

that the counties should constantly train the staff and have staff commitment to 

regularly interrogating the system.    

6.5 Construction of Offices and Latrines at Ward Offices  

Included in the acquisition of assets balance of Kshs. 2,056,224,377 is Kshs. 392,668,431 

under construction of buildings which in turn includes Kshs. 43,286,735 for construction 

and completion of Ward offices and Kshs. 40,000,000 for construction of latrines at Ward 

offices. There was no work plan or list of projects attached to the budget estimates 

indicating that the ward offices and latrines had been earmarked for construction during 

the year under review. IFMIS records indicated that Kshs. 38, 407,391 was spent on 

completion of the Ward offices and Kshs. 4, 879,344 on construction of latrines in wards. 

However, the department did not avail the progress report showing the actual number of 

Ward offices and latrines constructed during the year under review. 

In the circumstances, the propriety and validity of the expenditure Kshs. 43, 286,735 

incurred on construction of Ward offices and latrines during the year under review cannot 

be confirmed. Further, the residents of Kisii County may not have obtained value for 

money on these projects. 

Management Response 

The projects were budgeted in the financial year 2015/2016. Based on the budget, the 

procurement plan was prepared in which the projects were listed with their time line for 

procurement. Further the projects were implemented in various wards.  

Project implementation report for the ward offices and latrines were prepared and later 

availed to the auditor for verification.  
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Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

 

6.6 Construction of Parking Lot at Huduma Centre 

Included in the acquisition of assets balance of Kshs. 2,056,224,377 is Kshs. 293, 404,310 

under construction of civil works which additionally includes Kshs. 2, 759,396 paid to a 

local company as first payment towards construction of a parking lot at Huduma Centre in 

Kisii Town. The evaluation report and the bills of quantities for the works were however 

not availed for audit review to confirm whether or not the procurement process was carried 

out in accordance with the prescribed laws and regulations. 

Consequently, the propriety of the expenditure of Kshs. 2,759,396 incurred on construction 

of the parking lot during the year under review cannot be confirmed. 

Management Response 

The bills of quantities and evaluation report for the works on the construction of Parking 

lot at Huduma centre in kisii Town have since been availed for review. These documents 

were not made available during the audit process because of personnel capacity in the 

registry at that time. Currently, full registry is in place with adequate staff.  

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 
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6.7 Supply of Two Refuse Trucks 

Included in the acquisition of assets balance of Kshs. 2,056,224,377 is Kshs. 176,387,607 

under purchase of vehicles and other transport equipment which additionally includes 

Kshs. 700,000 paid to a supplier as outstanding dues for the supply of two refuse trucks. 

As at the time of audit, the supplier had been paid a total value of Kshs. 75,836,000 for the 

supplies dating back to 2013/2014. However, a creditor’s register had not been opened to 

track partial payments to the supplier. An analysis data extracted from the IFMIS system 

indicated that the supplier had been paid a total of Kshs. 46,320,000 between January 2015 

and 11 November 2016. Although management explained that the supplier had also won 

other contracts in addition to supply of reffuse trucks, the contract documents were not 

availed for audit review. 

In the absence of creditors’ reconciliations, it has not been possible to confirm that the 

supplier was not overpaid, or paid for goods that were not delivered. 

Management Response 

Total payment of Ksh. 75,836,000 reported by the auditor for supply of vehicles and other 

transport equipment dating back to 2013-2014 is not correct. The supplier was awarded 

contracts whose total sum was Ksh. 75,836,000 out of which he honored Ksh. 58,320,000 

worth of supplies as shown below: 

Item No. Item Description Contract sum (Ksh) Vehicle/Equipment 

Log book 

Lot 6 Supply of 2 No. Refuse 

compactors @17,300,000 

34,600,000 Log books 

provided 

Lot 7 Supply of 2No. Exhauster 

trucks@9,250,000 

18,500,000 Log books 

provided 

Lot 8 Supply of 30 No. Refuse 

skips@174,000 

5,220,000 Open-topped 

container for bulky 

refuse. 

Lot 4 Supply of low loader 1No. 17,516,000 Not supplied 

 Total 58,320,000  

The creditor’s ledger to track partial payments to the supplier, an extract of Central bank 

statements supporting the above payments and extract of minutes of the tender committee 

for supply of the above equipments are provided. 

Committee Observation and Recommendation 
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The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act 

together with section 62 of the Public Audit Act. 

 

7. Road Construction and Procurement 

7.1 Road Opening and Maintenance in Nine (9) Wards 

Included in the acquisition of assets balance of Kshs. 2,056,224,377 is Kshs. 831,637,361 

under construction of roads analyzed as shown below: 

Description Amount Kshs. 

Road works for 2014/15 paid in 2015/2016 39,806,798 
Major Roads for 2015/16 590,942,615 
Village Roads for 2015/16 155,616,748 
Fuel Levy 45,271,200 

Total 831,637,361 
 

Included in the above figure of Kshs.831,637,361 are expenditures incurred on contracted 

344.7 kilometers in nine (9) sub-county wards through opening, grading and compaction, 

gravelling as well as drainage structures in all the wards as listed below: 

Ward Length (Km) 
Bonchari 31.5 
South Mugirango 47.5 
Bobasi 75.2 
Bomachoge Chache 26.2 
Bomachoge Borabu 37.6 
Nyaribari Masaba 33.3 

Nyaribari Chache 34.4 

Kitutu Chache South 37.7 

Kitutu Chache North 21.3 

Total 344.7 

 



112 
 

The works have been done through an in-house programme during the year under review. 

The Executive hired equipment and mechanical services from the Ministry of Transport 

and Infrastructure and paid Kshs. 58,047,404. However, the Executive did not provide 

detailed information of the procurement methods as well as the costs involved in purchase 

of murrarn and labour although the road works were verified and found to have been done. 

Consequently, it has not been possible to ascertain whether the residents of Kisii County 

obtained value for their money incurred on the road projects. 

Management Response 

i) The contract between MTF and the County Government of Kisii was under 

Government to Government where the County acquired a service provided by a 

Government department. The PPOA 2015 Section4 (2)(c) exempts such 

transactions from procurement  procedures. 

ii) The procurement method used to acquire murram was Request for Quotations 

method (RFQ) where the murram was quantified and procured through a 

competitive process using a list of pre-qualified suppliers and contractors from 

the County prequalification list.  

Committee Observation and Recommendation 

The Committee noted that the procurement of construction of roads through the 

National Executive was exempted from procurement processes under section 4(2)(c) 

of the Public Procurement and Asset Disposal Act.  

The Committee however noted with concern the failure of the County Executive to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act 

together with section 62 of the Public Audit Act. 

 

8. Cash-and-Cash Equivalents 

8.1 Bank Reconciliation Statements 
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Bank reconciliation statements for thirty-nine (39) Kisii County Executive bank accounts 

whose closing balances are incorporated in the financial statements were not presented for 

audit review as analyzed below:  

Bank Number of Account 

Kenya Commercial Bank-Kisii 25 

Barclays Bank-Kisii 1 
Equity Bank-Kisii 2 

Chase Bank-Kisii 6 

Diamond Trust-Kisii 5 

Total 39 

 

In addition, the Executive did not adhere to a Circular from the National Treasury (Circular 

Ref: AG.3/088/ Vol 6(73) of 2014) directing the Counties to close all accounts except those 

authorized by the National Treasury. 

Management response 

i) The following banks accounts are not operated by the Kisii County Executive: 

S/NO. Bank 

Name 

Account Name Account 

Number 

Entity  

1.  Equity 

bank ltd 

Kisii County Education 

improvement account 

0510263626710 National 

Government 

2.  Equity 

bank ltd 

Kisii Central Sub-County education 

improvement acccount 

0510263644102 National 

Government 

3.  DTB Kisii County Welfare Association 483744004 National 

Government 

4.  KCB- 

Kisii County Accounts - CDA Kisii 

Infrastructure Project 1172440778 

National 

Government 

5.  KCB- 

Kisii County Accounts - State 

Department of Science and 

technology 1174386533 

National 

Government 

6.  KCB- 

Kisii County Accounts - Ichuni 

Ward 1149112735 

Kisii County 

Assembly 

7.  KCB- 

Kisii County Accounts - Nyamasibi 

Ward 1149245220 

Kisii County 

Assembly 
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8.  KCB- 

Kisii County Accounts - Gesusu 

Ward 1149353775 

Kisii County 

Assembly 

9.  KCB- 

Kisii County Accounts - 

Kiamokama Ward 1149417412 

Kisii County 

Assembly 

10.  KCB- 

Kisii County Accounts - Masaba 

Ward 1149857242 

Kisii County 

Assembly 

11.  Chase  

Kisii County Assembly, Mortgage 

and Car loan Fund 252096101001 

Kisii County 

Assembly 

12.  Chase  

Kisii County Assembly, Mortgage 

and Car loan Fund 252096101002 

Kisii County 

Assembly 

13.  Chase  

Kisii County Assembly, Mortgage 

and Car loan Fund 252096101003 

Kisii County 

Assembly 

14.  KCB- 

Kisii County Accounts - Health 

management Subgrant for care 

Kenya 1146719590 

Kisii County 

Assembly 

ii) Bank accounts operated by Kisii County Executive: 

S/NO. BANK ACCOUNT NAME 

ACCOUNT 

NUMBER 

STATUS  FY 

2015/2016 

CURRENT 

STATUS   

1.  
KCB- 

Kisii County Accounts - 

Treasury Imprest 1145673511 

Dormant Dormant 

2.  
KCB- 

Kisii County Accounts - 

Health Sector Service Fund 1146871988 

Active  

3.  
KCB- 

Kisii County Accounts - 

Nyaribari Masaba Sub 

County Agriculture 1149833580 

Dormant dormant 
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4.  
KCB- 

Kisii County Accounts - 

Vet services development 

Fund 1154294579 

Active Active 

5.  
KCB- 

Kisii County Accounts - 

Nyamagundu HC Danida 1160358109 

Active Active 

6.  
KCB- 

Kisii County Accounts - 

Riana HC Danida 1160358257 

Dormant  

7.  
KCB- 

Kisii County Accounts - 

Riotanchi HC Danida 1160358508 

Active Active 

8.  
KCB- 

Kisii County Accounts - 

Bitare Dispensary Danida 1160358737 

Active Active 

9.  
KCB- 

Kisii County Accounts - 

Ekerubo Dispensary Danida 1160358923 

Active Active 

10.  
KCB- 

Kisii County Accounts -

Gesuguri Dispensary 

Danida 1160359121 

Active Active 

11.  
KCB- 

Kisii County Accounts - 

Oroche Dispensary Danida 1160359415 

Active Active 

12.  
KCB- 

Kisii County Accounts - 

Nyabioto Dispensary 

Danida 1160359733 

Active Active 

13.  
KCB- 

Kisii County Accounts - 

Kiaruta Dispensary Danida 1160359903 

Active Active 
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14.  
KCB- 

Kisii County Accounts - 

Nyamagiri Dispensary 

Danida 1160360146 

Active Active 

15.  
KCB- 

Kisii County Accounts - 

Entanke Dispensary Danida 1160360340 

Active Active 

16.  
KCB- 

Kisii County Accounts - 

Isamwera Dispensary 

Danida 1160360456 

Active Active 

17.  
KCB- 

Kisii County Accounts - 

County Health 

Management 1160360642 

Active Active 

18.  
Barclays  

Kisii County Accounts - 

Emergency Fund Account 2034991483 

Active Active 

19.  
Chase  

Nyaribari Chache Sub-

county Health Account 252092856001 

Dormant Dormant 

20.  
Chase 

Kitutu Chache North Sub-

county Health account 252093308001 

Dormant Dormant 

21.  
Chase  Kisii County Bursary Fund 252329336001 

Was not 

operationalized 

Dormant 

22.  
DTB 

Kisii County Government-

Bomachoge Borabu Sub-

county Health account 17864001 

Dormant Dormant 

23.  

Diamond 

Trust 

Bank 
Kisii County Government-

Kitutu Chache South 
17864002 

Dormant Dormant 
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Environment & water 

Account 

24.  

Diamond 

Trust 

Bank 

Kisii County Government-

Bomachoge Chache Sub-

county Agriculture  

Account 117864003 

Dormant Dormant 

25.  

Diamond 

Trust 

Bank 

Kisii County Government-

Nyaribari Chache Sub-

county Environment & 

Water  Account 17864004 

Dormant Dormant 

Some of these bank accounts are active and some are dormant. For the bank accounts that 

are active, bank reconciliation statements for the period have since been provided.  

Committee Observation and Recommendation 

The Committee while taking note of the challenges during the transition period was 

concerned that the County Chief Executive ought to have taken particular interest in 

putting in place adequate structures and systems in time to avoid getting into the 

scenario above. The Committee also noted with great concern that the explanation 

given by the CEO was unsatisfactory 

 

The Committee recommended that the management of cash at the County should 

observe strict compliance with the Public Finance Management Act, 2012 and its 

regulations. The Committee also recommended that the County CEO should take 

administrative action against the responsible officer for the inadequacies in the 

management of cash and bank reconciliations at the County. 

8.2 Bank Reconciliation at Kisii Teaching and Referral Hospital 

The bank reconciliation statement for account No. 1101996315 operated at Kenya 

Commercial Bank by the Kisii Teaching and Referral Hospital (KTRH) includes stale 

cheques amounting to Kshs. 3,073,726 related to payment of statutory deductions, some 

which date back to the financial year 2013/2014 and which ought to have been reversed in 

the cash book. 

Management response 
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Kisii Teaching and Referral Hospital (KTRH) has since reversed the stale cheques in their 

cash book. Extract of the cash book and sample copies of stale cheques have been provided. 

 

Committee Observation and Recommendation 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

8.3 Overdrawn Cash Books 

Review of bank reconciliation statements revealed that eight (8) health facilities had issued, 

without authority of the County Treasury cheques to suppliers in excess of funds available 

in their respective cash books resulting in overdrawn cash book balances amounting to 

Kshs. 6,638,634 as at 30 June 2016, as shown below: 

Health Facility Bank Account No. 
Overdrawn 

Balance Kshs. 

Ibeno Hospital KCB 1117448010 524,417 

lyabe Hospital CO-OP 01141017379300 83,423 

Etago Hospital KCB 1124844163 535,307 

Keumbu Hospital KCB 1106481070 611,988 

Masimba Hospital KCB 1102022888 1,104,494 

Nyacheki Hospital KCB 1102026204 1,203,343 

Kenyenya Hospital KCB 1102026093 1,280,378 

Ibacho Hospital KCB 1109472706 1,295,284 

Total   6,638,634 

 

This situation indicates poor financial management as the banks could dishonor cheques 

that exceed the value of balances maintained in the respective accounts. 

Consequently, the management breached financial regulations and further, it has not been 

possible to confirm that the cash-and-cash equivalents balance of Kshs. 944,359,988 as at 

30 June 2016 is fairly stated. 
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Management Response 

Eight health facilities had drawn cheques to the tune of the expected AIEs under DANIDA 

Fund. These cheques were entered in the cash book but they were not released to the payee 

as at 30th June 2016 since the disbursement was received on 1st July 2016. This made the 

cash book to show a negative figure of Ksh 6,638,634 as the end of the financial year 30th 

June 2016. However, this did not affect the bank balance since the cheques were dispatched 

to the payees as at 30th June 2016. The County Treasury on noting this anomaly wrote a 

letter to the department of Health advising them against the practice and further requested 

the same communication to be done to all health facilities.  

Committee Observation and Recommendation 

The committee noted that the management were in breach of the financial 

regulations. The Committee further noted that the cheques were not deposited and 

that the county has taken an administrative action against the responsible officers 

and the matter stands resolved.  

 

9. Imprest Surrenders 

The statement of assets reflects nil outstanding imprest balance. However, analysis of the 

imprest register and related records revealed the following position: 

i. Imprests amounting to Kshs. 6,542,725 in respect of subsistence allowances were 

paid to County Executive staff without requisite supporting documentation. 

ii. Imprests amounting to Kshs. 7,742,000 were issued as per-diem and other incidental 

expenses. However, the imprests were expensed without supporting documents 

such as travel documents, attendance registers and quotations for conference 

expenses to indicate that the officers indeed attended such seminars/trainings. 

iii. Imprests amounting to Kshs. 3,860,000 were issued to an officer of the Executive 

for verification of Boda Boda sites. However, the accounting documents did not 

have important information such as approved requisitions from the user department. 

Consequently, in spite of having nil imprest balance, the records available reflects imprests 

of Kshs. 18,144,725 whose propriety cannot be confirmed. 

Management Response 

i) Duly surrendered imprest documents amounting to ksh 6,542,725 have been 

provided. 
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ii) Duly surrendered imprest documents amounting to ksh 7,724,000 have been 

provided. 

iii) Duly surrendered imprest documents amounting to ksh 3,860,000 have been 

provided.  

The documents were not availed to the auditor during the audit process but later 

they were availed for audit review. This was due to the challenges of personnel 

capacity in the registry which has been resolved.   

 

The management has put in place the following measures: 

 Ensured that all staffs are created in IFMIS which has facilitated issuance of imprest 

direct to the applicant’s personal bank account. 

 Ensured that there exists a central examination unit that checks on the completeness 

of imprests warrant before payment and during surrender. 

 Established document registry to avoid missing support documents. 

Committee Observation and Recommendation 

The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, 

there should not have been any outstanding imprest at the publication of the audit 

report. The Committee recommended that:  

 the Accounting Officer recovers the imprest with interest as per reg. 93 (6) of 

the PFM (County Governments) Regulation; and  

 where the accounting officer does not recover the imprest, prosecution should 

be instituted for breach of reg. 93(7) of the PFM (County Governments) 

Regulations.   

The Committee further noted with concern the failure of the County Executive to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act 

together with section 62 of the Public Audit Act. 

 

10. Retention and Deposits 
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Included in the statement of assets are deposits and a retention balance of Kshs. 31,021,249 

held in Retention Bank Account No. 1000276681 maintained at the Central Bank of Kenya. 

However, the balance is not analyzed. Further, the figure should be reflected as a Note to 

the financial statements and not under the statement of assets as prescribed by the Public 

Sector Accounting Standards Board. 

Consequently, the validity of the retention balance of Kshs. 31,021,249 could not be 

ascertained and further the Executive has breached applicable accounting standards. 

Management Response 

Retention account bank analysis sheet has been provided for verification. The retention 

figure has been reflected as a note in the subsequent financial statements.  

Committee Observation and Recommendation 

The Committee further noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

The Committee noted with concern the failure of the County Executive to submit 

documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act 

together with section 62 of the Public Audit Act. 

11. Pending Bills 

11.1 Long Outstanding Pending Bills 

Included in the pending bills balance of Kshs.818,726,121 were pending bills totaling 

Kshs. 71,614,120 that were more than nine months old as at 30 June 2016: 

Department Amount Over 90 days 
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Kshs. Kshs 

Administration 70,351,990 1,811,269 

Agriculture 34,931,213 886,514 

Culture 91,871,714 0 

Education 47,076,676 10,579,750 

Environment 183,749,726 9,908,274 

Finance 36,078,139 3,867,313 

Health 108,895,936 8,040,004 

Kisii town 601,283 0 

Lands 40,203,657 6,811,350 

Roads 177,725,300 12,868,586 

Trade 45,393,675 16,840,997 

Total 818,726,121 71,614,120 

 

Long overdue bills may have adverse effects on the Executive’s ability to obtain goods and 

services on credit from suppliers. 

Management Response 

As a result of delays in the disbursement of funds from the National Treasury to County 

Governments, it was not possible for the County Government of Kisii to pay all her 

obligations for the financial year 2015/2016. By the closure of the financial year 2015/2016 

the County Government of Kisii had not received a total of Ksh 690,047,826 from the 

national treasury. This trend has become cyclical occasioning carrying forward of bills 

from one financial year to another. Despite all these challenges, the County Executive has 

managed to pay substantive amount of these pending bills.  

Committee Observation and Recommendation 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 
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 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

The committee further noted that the National Treasury has continued over the 

recent years to disburse funds to counties contrary to approved schedules set out by 

CARA, in contravention of Article 219 of the Constitution. This breach has led to late 

release of substantial cash disbursement towards the last weeks to closure of financial 

years portraying counties as entities have no capacity to absorb monies disbursed to 

them. This has also led to accumulation of huge pending bills and portrays the 

incorrect position of surplus in the Financial Statements.  The committee 

recommended that the Cabinet Secretary for National Treasury should strictly 

adhere to release of funds to county Government entities as per the approved cash 

disbursement schedule as approved by the Senate. 

 

11.2 Delayed Payments to the Contractors 

Included in the pending bills amount of Kshs. 818,726,121 are bills of Kshs. 12,564,132 

on road works which the Executive has not paid to seven (7) contractors despite their 

having completed the contracted works: 

Name of Road Amount 

Kshs. 

Omosocho-Nyasiaka 1,387,383 

Nyakeyo Dispensary 1,032,817 

Riayubu-Riamira-Bonyaoro Girls 3,450,188 

Charachani-owaro Road 1,021,500 

Riamoiro-Nyagacho-Oroboti Road 1,624,278 

Tambacha-Masakwe-Nyagesenda 2,532,310 

Masakwe Bridge 1,515,656 

Total 12,564,132 

 

Failure to pay contractors in time may cost the Executive its good reputation among service 

providers as well as increase the likelihood of litigation against it. 

Management Response 

There was a delay in payments to contractors. However, the amount of Kshs. 12,564,132 

is incorrect as per the amounts reflected in the pending bills as analyzed below:  
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S/ No. Supplier/Contractor Name Amount as per 

Auditor 

Amount in Pending 

bills list for 

Department of 

roads 

1 Gu- Six star 1,387,383 1,735,987 

2 Joama General Enterprises 1,032,817 1,240,852 

 

3 Log and Product 3,450,188 - 

4 Mwamogusii Building co Ltd 1,021,500 627,050.15 

 

5 Kiscom Construction Ltd 1,624,278 - 

6 Sacci Civil Enginering works 2,532,310 - 

7 Daskian 1,515,656 9,953,897.15 

 Total  12,564,132 13,557,786 

 

Copies of pending bills for department of roads have been provided. 

 

Committee Observation and Recommendation 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

11.3 Pending Bills for the Defunct Local Authorities 

Reflected under Annex 2 to the financial statements are other pending payables of Kshs. 

963,512,000 being debts inherited from defunct local authorities at the inception of the 

county government. A verification exercise on these liabilities initiated by the then 

Transition Authority and since take over by the Intergovernmental Relations and Technical 
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Committee (IGRC) has not been concluded and therefore the balance has not been 

adequately supported or confirmed. 

Consequently, the propriety of other pending bills payables totaling Kshs. 963,521,000 as 

at 30 June 2016 cannot be confirmed. 

Management Response 

Prudence in financial reporting requires that pending bills from the defunct Local 

Authorities (though not verified by Transitional Authority that was to verify and hand them 

over to County Government), being contingent liabilities should be disclosed as a note to 

the financial statements.  

Further the Inter-Governmental Relations Technical Committee (IGRTC) took over the 

function of handing-over of assets and liabilities from Transitional Authority (TA) through 

Kenya Gazette Notice No. Vol.CXIX-No.13 of 27th January 2017. Based on the notice, 

the County Government of Kisii appointed the County Assets and Liabilities Committee 

(CALC). The CALC committee discharged her mandate and prepared a report which was 

sent to IGRTC whose mandate is among others to identify, verify and validate the assets 

and liabilities of the defunct Local Authorities for eventual recommendation to the 

Counties.  

So far no commination has been received from IGRTC in regard to those pending bill. 

Committee Observation and Recommendation 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

 

12. Assets and Liabilities Inherited from Defunct Local Authorities 
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Annex 3 to the financial statements reflects assets of Kshs. 12,235,269,382 as at 30 June 

2016 under summary of fixed assets. However, the figure does not include the assets and 

liabilities inherited from various defunct local authorities in Kisii County although the 

Executive has since taken possession of assets. In addition, the Intergovernmental 

Relations and Technical Committee (IGRTC) is yet to formally handover the assets and 

liabilities of the defunct local authorities to the Executive. 

In view of the foregoing, the financial statements presented by the County Executive of 

Kisii for the year ended 30 June 2016 may not be fairly stated. 

Management Response 

The handing over of the assets and liabilities was in progress and had not been concluded.  

 

Committee Observation and Recommendation 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommended that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The committee noted with concern that the county government lacked land 

ownership documents and recommended that the county government should acquire 

title deeds for all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommended 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

13. Budget and Performance Analysis 

13.1 Under/Over Expenditure 

During the year under review, the Executive budgeted for an aggregate expenditure of 

Kshs. 8,431,430,019 being Kshs. 4,865,275,211 and Kshs. 3,566,154,808 under recurrent 

and development votes respectively. 
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The actual expenditure on recurrent vote amounted to Kshs. 4,685,609,230 while Kshs. 

2,650,923,618 were incurred under development vote thus representing  96% and 74% 

absorption rates respectively as shown below: 

Item Budget 

2015/2016 

Kshs. 

Actual 

2015/2016 

Kshs. 

Absorption  

Rate % 

% of Total 

Expenditure 

Development 

 

3,566,154,808 2,650,923,618 74 35 

Recurrent  and 

Pending bills 

4,865,275,211 4,685,609,230 96 65 

Total 

 

8,431,430,019 7,336,532,848   

An analysis of the absorption rates by department is shown in the following table 

Department Budget Allocation 

(Kshs.) 

Actual Expenditure 

(Kshs.) 

Absorption 

rate 

(%) 

Rec Dev Rec Dev Rec Dev 

County 

Executive 

379,285,884 0 345,642,289 - 91 - 

County 

Administration 

475,829,404 142,800,000 448,002,735 65,052,817 94 40 

Public service 534,545,000 0 48,462,120  89 0 

Finance and 

Planning 

726,158,904 142,500,000 679,668,957 126,463,631 94 92 

Agriculture 267,372,760 138,500,000 260,611,137 136,214,385 97 70 

Health 

Services 

862,902,100 968,392,150 1,843,181,660 745,354,863 99 71 

Environment 136,090,592 358,500,000 130,805,592 135,377,278 96 48 

Education and 

Youth 

551,930,804 218,750,000 549,037,164 149,475,556 99 66 

Lands 84,540,088 201,000,000 75,200,072 103,869,010 89 55 

Trade 

Development 

60,551,862 165,000,000 57,491,325 124,990,497 95 65 

Public Works 138,578,036 1,012,212,658 132,027,964 1,082,147,785 96 107 

Culture 64,908,840 208,500,000 52,947,278 85,742,937 82 29 

Kisii Town 62,580,937 10,000,000 62,530,937 - 100 0 
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Total 4,865,275,211 3,566,154,808 4,685,609,230 2,650,923,618 96 74 

 

In addition, the following anomalies were noted in relation to expenditure records: 

i. The vote book reflected total expenditure of Kshs. 7,336,532,848 which however 

differs from the total expenditure of Kshs. 8,348,036,630 reflected in the financial 

statements resulting in an unexplained variance of Kshs. 1,011,503,782. 

ii. The annual report of the Controller of Budget reflects total recurrent and 

development expenditure of Kshs. 4,714,280,000 and Kshs. 2,540,700,000 

respectively which differs from the above analysis of Kshs. 5,399,739,431 and 

Kshs. 2,540,709,617 by Kshs. 28,670,770 and Kshs. 110,223,618 respectively. 

iii. Analysis of the budget performance by departments shows that the department of 

roads, public works and transport attained the highest absorption rate for the 

recurrent expenditure at 107% while Kisii town did not implement any projects 

despite having a total budget of Kshs. 10,000,000. No explanation was provided for 

the anomaly. 

iv. Delayed implementation of projects denies services due to the public. Further, the 

project costs may escalate due to inflationary factors and the Executive may have to 

incur additional expenditure on the projects. 

 

Management Response 

i) Gross vote book expenditure totals to Ksh 8,205,742,450 comprises of Ksh 

5,467,615,384 for recurrent and Ksh 2,738,127,066 for development.  Out of the 

Ksh 8,205,742,450, KSHs 697,140,450 is County Assembly expenditure and the 

remaining ksh 7,508,602,000 is County Executive expenditure. 

Class Approved Budget 

Executive 

Expenditure 

Assembly 

Expenditure 

Total 

Expenditure 

Recurrent 5,578,924,504 4,770,474,934 697,140,450 5,467,615,384 

Development 3,601,154,808 2,738,127,066 0 2,738,127,066 

  9,180,079,312 7,508,602,000 697,140,450 8,205,742,450 

 

The variance between the vote book and the financial statement for the financial year in 

question is ksh 142,294,180 which represents Facility Improvement Fund (FIF) 

expenditure which is not captured in the vote book. 
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Reconciliation: 

 Vote book expenditure                                                        Ksh 8,205,742,450 

 Add:  FIF Expenditure                                                       Ksh    142,294,180 

Financial statement expenditure                                           Ksh 8,348,036,630 

Vote book schedules and Facility Improvement Fund (FIF) schedules have been 

made available for verification.  

ii) The report by the Controller of Budget does not incorporate the Facility 

Improvement Fund expenditure. 

iii) Public works department attained the highest absorption as a result of opening 

County roads, village roads and conditional grants in fuel levy as indicated by 

the expenditure attached.  

iv) The allocation for kisii Town of ksh 10,000,000 for financial year 2015/2016 

was meant for acquisition of a waste disposal site which by the end of the 

financial year had not been identified. 

Committee Observation and Recommendation 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The budget ceilings for development and recurrent expenditure in accordance 

with the County Allocation of Revenue Act should be followed strictly. 

 

13.2 Development Expenditure for 2015/2016 

The total approved development expenditure of Kshs. 3,566,154,808 was allocated to 

twelve (12) departments during 2015/2016 to finance 1566 projects. Implementation of 

these projects was however behind schedule and by 30 June 2016, and only Kshs. 

2,650,923,618 had been spent on 1196 projects, which represented 71% of the funds 

allocated: 
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Department No. of 

Budgeted  

Projects 

Budget 

Kshs. 

Actual 

Kshs. 

No of 

Projects 

Implemente

d 

% level of 

implementatio

n 

County 

Administratio

n 

48 142,800,000 65,052,817 32 40 

Finance and 

Planning 

7 142,500,000 126,463,631 4 92 

Agriculture 16 138,500,000 136,214,385 5 70 

Health  

Services 

592 968,392,150 745,354,863 489 71 

Environment 

 

163 358,500,000 135,377,278 80 48 

Education and 

Youth 

181 218,750,000 149,475,556 108 66 

Lands 

 

140 201,000,000 103,869,010 87 55 

Trade 

Development 

28 165,000,000 124,990,497 24 65 

Public  

Works 

381 1,012,212,65

8 

1,082,147,78

5 

360 95 

Culture 9 208,500,000 85,742,937 7 29 

Kisii Town 

 

1 10,000,000 - 0 0 

Total 

 

1566 3,566,154,80

8 

2,650,923,61

8 

1196 71 

Delay in implementing projects in the year they are planned affects the implementation of 

subsequent years’ projects adversely. Out of the budgetary allocation of Kshs. 

3,566,154,808 only Kshs. 2,650,923,618 was spent on projects but only Kshs. 24,425,599 

remained in the development bank account as at 30 June 2016 hence leading to unexplained 

difference of Kshs. 890,805,591 between the two records although in Kisii County 

Revenue Fund (CRF) account no. 100170565 at Central Bank reflected Kshs. 653,860,532 

as at 30 June 2016. 

By failing to complete projects on time, residents of the County were denied important 

public services. 
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Management Response 

During the year under review, the County Government of Kisii had a development budget 

of ksh 3,601,154,808. Out of this budget, the County spent ksh 2,540,709,617 on projects 

and had a bank balance on development operation account of ksh 24,425,559. The 

difference of Ksh 1,036,019,592 is explained as follows: 

S/No. Details Amount (ksh) 

1 Local Revenue deficit  388,376,362 

2 Devt amount in CRF account as at 30/6/2016 647,643,230 

3 Total 1,036,019,592 

 

Committee Observation and Recommendation 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The budget ceilings for development and recurrent expenditure in accordance 

with the County Allocation of Revenue Act should be followed strictly. 

 

14. Revenue Analysis 

14.1 Local Source Revenue 

The County Executive budgeted to collect Kshs. 700,000,000 during the financial year 

under review. However, only Kshs. 311,623,638 was collected in the year translating to 

45% of the revenue expected as shown below: 

Items Budgets 

Kshs. 

Actuals 

Kshs. 

Variance 

Kshs. 

Performance 

 

Motor vehicles stickers 23,000,000 16,508,820 6,491,180 72 

Street parking  fee 11,000,000 19,977,000 8,977,000 182 

Clamping fine 2,500,000 1,213,330 1,286,670 49 

Towing fine 600,000 479,426 120,574 80 
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Storage fee 2,300,000 86,940 2,213,060 4 

Clamping tampering fee 2,500,000 0 0 0 

Social hall hire 2,000,000 50,500 1,949,500 3 

Stadium hire 6,000,000   0 

Refuse collection fee 1,500,000   0 

Slaughtering fee 7,000,000 720,700 6,279,300 10 

Hides and skins fee 600,000   0 

Beacon search pointing fee 200,000   0 

Survey fee 1,000,000   0 

Buildings plan approval fee 30,000,000 14,487,267 15,512,733 48 

Buildings inspection fee 2,000,000   0 

Sign boards & advertisement 

fee 

25,000,000 22,020,944 2,979,056 88 

Fire-compliance fee 8,500,000 8,091,750 408,250 95 

Agricultural Training Centre 20,000,000 2,053,399 17,946,601 10 

Hire of plant and machinery 30,000,000 2,295,200 27,704,800 8 

Devolved functions revenues 112,400,000 4,165,445 108,234,555 4 

Total 700,000,000 311,623,638 388,376,362 45 

 

No plausible reason has been given for this poor revenue collection which suggests there 

were revenue leakages in the system or unrealistic targets. 

Management Response 

The management concured with the auditor’s observation that the County Executive was 

not able to realize the budgeted local revenue. This was largely contributed by: 

 Resistance of the finance bill by the public in the financial year 2015-2016 

 Lack of the necessary infrastructure/facilities. 

 Lack of automated revenue collection systems in many markets centers. 

 Lack of public awareness. 

To mitigate the above issues, the County Government of Kisii has put the following 

measures in place: 

i. Revenue automation measures 

ii. Improved infrastructure. 

iii. Enforcement on revenue collection through provision of additional security 

personnel.  
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iv. Installation of street lights in urban centers which has increased more 

working hours and doing business. 

v. Public sensitization on need for revenue collection and accountability have 

been enhanced 

Committee Observation and Recommendation 

The Committee observed that there was under collection of revenue when compared 

with the budgeted figure during the financial year. The Committee recommended the 

County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the Public 

Finance Management Act and provides information on the same within 60 days 

from the adoption of this report. 

14.2 Revenue not transferred to County Revenue Fund Account  

During the year under review, Kisii Level 5 Teaching and Referral Hospital collected Kshs. 

208,772,652 under the facility improvement fund scheme which was spent at source and 

was thus not banked in the County Revenue Fund Account as required by section 109 of 

the Public Financial Management Act, 2012. No explanation was provided for the anomaly. 

Management Response 

The management agreed with the auditor’s observation that the monies collected in KTRH 

were not banked to the County Revenue Fund Account. This was due the fact that the 

process of receiving monies from the national treasury was lengthy and uncertain hence 

not possible to meet the needs of hospitals due to the nature of their operations which at 

times requires immediate financial interventions. Therefore, the collections unbanked are 

majorly by the Kisii Teaching and Referral Hospital (KTRH) which is supported by the 

Kisii Teaching and Referral Hospital Act. The Act is in line with the PFM Act Section 109 

(2) (b).  

Committee Observation and Recommendation 

The committee noted with concern that the executive failed to explain to the auditor 

that the under banking of revenue was as a result of line items being Funds, and 

therefore the amount could not be swapped to the County Revenue Fund account 

(CRF). The committee recommended that the county should ensure these funds are 
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regularly audited in line with Public Audit Act so that all the revenues are accounted 

for. The committee further recommended that the Chief Officer fiancé should ensure 

there is compliance of the PFM Act.  

15. Governance Framework 

15.1 Staff Recruitment 

During the year under review, the county hired one hundred and nineteen (119) staff on 

permanent terms ranging from job group E to Q. However ninety seven (97) percent were 

from the dominant ethnic community (Kisii) in the county which contravenes section 7 of 

the National Cohesion and Integration Commission Act, 2008 which states that no public 

establishment shall have more than one-third of its staff from the same ethnic community. 

Management Response 

The composition of County employees was dominated by single ethnic group during the 

year under review.  This to a great extent can be attributed to low turnout for advertised 

jobs from other ethnic communities. The County will endeavor to encourage other 

communities to apply for advertised jobs in compliance with National Cohesion and 

Integration Commission Act of 2008 requirements. Copies of job advertisement have been 

provided. 

 

Committee Observation and Recommendation 

The committee noted that this is a common phenomenon across counties, and 

recommended that counties should work towards attaining the requirement of the 

provisions of Section 65(1)(e) of County Government Act on ethnic inclusivity. 

 

15.2 Failure to Establish an Audit Committee 

The Executive has not established an audit committee by contrary to Section 167(1) of the 

Public Finance Management (County Government) Regulations, 2015 which requires each 

county government entity to establish an audit committee. The assembly has therefore 

breached the law. 

Management Response 

The management concured with the auditor’s observation on establishment of an audit 

committee by the time of audit process. Kisii County Executive had placed an 
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advertisement inviting potential and qualified candidates to submit applications for 

consideration hence the recruitment process is ongoing. Attached find copy of the advert. 

Committee Observation and Recommendation 

The Committee noted that the Audit Committee had not been established in the 

County Government entity as required by PFM County Government Regulation 

paragraph 167 and recommended that the Governor takes administrative and 

disciplinary action be taken upon the accounting officer for negligence of duty.  

 

16. County Information Technology Environment 

16.1 Lack of Information Technology (IT) Strategic Committee 

The Executive does not have an IT Strategic Committee to take charge of IT governance 

issues and steer delivery and implementation of the IT strategy. 

Management Response 

The management concurs with the audit observation. However, in November 2016, the 

Department of Finance and Economic Planning established and operationalized County 

ICT Management Committee whose members were officially appointed through the Office 

of the Chief Officer – Finance and Economic planning who was by then in charge of ICT. 

Further, The County Government is in the process of reviewing its ICT Governance 

Framework in line with the revised National ICT Standards developed by ICT Authority.  

The draft framework proposes to establish the following four committees: 

1. County ICT Oversight Committee (The Cabinet) 

2. County ICT Steering Committee 

3. Technical Secretariat to the Steering Committee 

4. ICT Management and Implementation Committee 

Committee Observation and Recommendation 

 

The Committee noted that the County Government had weak internal control 

systems arising from a lack of policies to guide operations and recommended that the 

County Government develops a staff establishment, documentation management 

policy and risk management policy. 

 

16.2 Documented Patch Management Process 
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The Executive relies on various applications and associated data to support different 

business processes. These applications require regular security updates (patches) to fix 

potential vulnerabilities and protect against active security threats. It was established that 

there is no formal and documented patch management process for rolling out and managing 

security updates to these applications. 

In absence of a documented patch management process for managing security updates to 

critical applications, the IT environment could become insecure and thus vulnerable to 

malware and hacker attacks. As a result, the data (information) held in the system may 

become prone to loss, theft or damage. 

Management Response 

The management concured with the audit observation. However, the County Government 

revised its ICT Policies and Procedures in the year 2017 which included a clear and 

elaborate description of best practices and procedures of vulnerability assessment and 

software patching.  

The document explains policy guidelines on privacy and data security, (section 3.3.4.3), 

procedures followed to ensure restoration of all ICT services in the event of an attack, 

(section 3.5.16.1) and also general configuration guidelines for rolling out and managing 

security updates to all County Government application. The Kisii County ICT Policies and 

Procedures is available online on the Kisii County website, (www.kisii.go.ke). 

To practically implement the policy, the County Government has deployed enterprise IT 

security threat management solutions which perform automatic scans to identify, flag, 

mitigate and report any potential system, network or device vulnerabilities including zero 

day attacks. Exported reports from Untangle on Intrusion prevention containing event logs 

and summaries have been provided.  

Extracts of Kisii County ICT Policies and Procedures, Exported reports from Untangle and 

Kaspersky Vulnerability Reports have been provided. 

Committee Observation and Recommendation 

The Committee noted that the County Government had weak internal control 

systems arising from a lack of policies to guide operations and recommended that the 

County Government develops a staff establishment, documentation management 

policy and risk management policy. 

 

16.3 Documented and Tested Emergency Processes 
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There are no formally documented and tested procedures to secure data systems in case of 

an emergency. The relevant stakeholders may not be able to respond properly to an 

emergency situation when it arises as they may not be aware of the proper steps to follow 

in dealing with the emergency. 

Management Response 

Section 3.2 of the revised Kisii County ICT Policies and Procedures 2017 elaborately 

explains about Data Backup Policy. This policy stipulates the steps followed for data 

backup as well as system status restoration in the event of an emergency. An extract of this 

section has been provided.  

The County Government has also installed recommended fire suppression equipment in its 

data center to further protect the ICT installations and data in case of emergencies caused 

by fire. Images of fire suppression HFC227 Cylinders covering both beneath and above the 

raised floor of the data centre as well as fire suppression control unit have been provided.   

Committee Observation and Recommendation 

The Committee noted that the County Government had weak internal control 

systems arising from a lack of policies to guide operations and recommended that the 

County Government develops a staff establishment, documentation management 

policy and risk management policy. 

 

17. Third-party Related Transactions – Payments made on behalf of Water Company 

Included in the use of goods and services balance of Kshs. 2,206,961,106 is Kshs. 

41,080,103 under utilities, supplies and services which in turn includes Kshs. 18,198,774 

incurred to settle electricity bills on behalf of Gusii Water and Sanitation Company. The 

water company is technically insolvent and its continued operation is dependent on the 

support of the Kisii County Executive 

Management Response 

Originally the National Government was giving the water sector financial support on 

payment of water chemicals and electricity bills. Upon devolution, the water sector was 

devolved. It is upon this background that the County Government extended such support 

to the Gusii Water and Sanitation Company. 

Further, Lake Victoria South Water Services Board on 10 September 2013 wrote to the 

County to remind them of such support have been provided.  
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Committee Observation and Recommendation 

The Committee noted that the County Executive spent huge amounts of public funds 

on functions of the National Government. The Committee further noted that National 

Government functions are not funded in the County Allocation of Revenue Act 

(CARA) and therefore it implies that the County Government will jeopardize 

implementation of its functions as spelt out in the Fourth Schedule of the Constitution.  

The committee recommended that the Ministry of Devolution develops a framework 

to guide the process of funding and implementation of projects whose function 

belongs to another level of Government.
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CHAPTER TWO: MANDERA COUNTY EXECUTIVE  

 

2.1. FINANCIAL YEAR 2017/2018 

 

The Governor of Mandera County, Hon. Ibrahim Ali Roba appeared before the 

Committee on 1st August, 2019 and 4th August, 2020 to respond (under oath) to 

audit queries raised in the Report of the Auditor General on Financial Statements 

for Mandera County Government for the Financial Year 2017/2018.  

 

Qualified Audit Opinion  

 

1.0 Fixed Assets Register 

 

Summary of fixed asset register in Annex 5 to the financial statement discloses the value 

of fixed assets for the year under review as Kshs.19, 644,794,907 However, The data 

captured in the document provided as asset register is not linked to the information 

disclosed on annex 5 of summary of fixed asset register. Further, the alleged asset 

register lacked identification or serial numbers, acquisition date, description of asset, 

location, class, and cost of acquisition, accumulated depreciation, and net book value 

of the assets. 

In view of the forgoing the alleged asset register presented for audit review was not 

prepared in a format prescribed for a fixed asset register as per IPSAS 17. Hence it was 

not possible to ascertain the validity, completeness and accuracy of the assets balance 

of Kshs.19, 644,794,907. 

Management Response 

 

The County had a bit of challenges with Fixed Asset Register which has been 

consistently high-lighted by the auditors. In 2018, the county formed a Directorate of 

Asset Management section within the Department of Accounting and Financial Services 

(headed by a director) with a responsibility of fully reconstructing the Fixed Asset 

Register and acquire Fixed Asset Management System for proper management of the 

county asset and in compliance with all the laws and regulations as well as IPSAS 

17(International Public Sector Accounting Standard) as indicated by the auditors. 

 

The directorate formed is in the process of reconstructing the register a fresh having 

already acquired the Fixed Asset Management system.  The process of identifying, 

verifying, coding valuing, tagging, and consolidating all the county government assets 
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in accordance with the prescribed basis of IPSAS 17 (International Public Sector 

Accounting Standard 17) as advised by the auditors was on-going.   

Accordingly, the document presented to the auditors during the audit is draft document 

of the on-going processes. The county has made a significant progress but not yet 

finalized the exercise. 

Assets previously owned by the defunct local authority have not yet been fully handed 

over to the County Government and thus have not been incorporated into county 

financial. Management provided a draft Fixed Asset Register.  

Committee’s Observations and Recommendations  

The Committee agreed with the audit findings and noted that this has been a 

persisting problem in the county. The committee also noted that the National 

Treasury submitted a standard template for counties to use in capturing the assets. 

The committee recommended that County Governments should prepare a register 

of assets and liabilities and designate an officer who shall be responsible for the 

custody and updating of the register in line with the National Treasury Template. 

The action taken be reported to the senate within 60 days after the adoption of this 

report.  

 

2.0. Pending Bills 

 

Reflected in the financial statements under Annex 2 is Kshs.310,860,504  in respect of 

pending account payables as at 30 June 2018. However, the account payable ledger with 

crucial information such as supplier’s name, purchase order number, date of invoicing, 

amount paid and amount outstanding for respective pending bills were not maintained. 

Further, Annex 2 to the financial statements providing analysis of the pending bills in 

some cases lacked information on dates when goods and services were contracted 

making it difficult to confirm authenticity, existence and accuracy of pending bills. 

 

In addition, out of the pending bills amounting to Kshs.310,860,504 is an amount of 

Kshs.176,383,395 which relates to the financial year 2014/2015 and 2015/2016.  Failure 

to pay bills in the year they relate to, distorts the financial statements for the year and 

adversely affects the provisions for the subsequent years they have to be charged to. 

 

The financial statements reflect a surplus of Kshs.831,470,998 and net balance of cash 

and cash equivalents of Kshs.2,512,768,513 and yet debts dating back to 2014/2015 and 

2015/2016 were not settled. 
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Consequently, the legality, authenticity and validity of the pending bills balance of 

Kshs.310,860,504 could not be ascertained. 

 

Management Response 

Pending bill register was maintained with all the dates captured when goods and 

services were contracted were availed for review. The surplus of receipts over payment 

of Kshs 831, 470, 998 reported in the statement of receipts and payments for 2017/2018 

are for those projects that are committed and due for payments as at the end of the 

financial year.  

The available cash and balance equivalent of Kshs. 2,512,768,513 reported in the 

statement of cash flows was meant for committed projects that were in the budget but 

due to delay by the National Treasury in releasing funds they were carried forward into 

2018/2019 FY. The Kshs 2.5 billion are funds for the months of April, May and June 

for 2017/2018 financial year that were released by National Treasury to Mandera 

County Government Accounts on 29th June, on 4th July and 5th July 2018 respectively. 

Due to the length of time it takes to make fund request to the Office of the Controller 

of Budget as well as poor IFMIS connectivity in Mandera followed by the immediate 

closure of the systems soon after the financial year end, management were unable to 

disburse these huge amount to the Contractors and Suppliers. This explains the Kshs. 

2,512,768,513 above that was brought forward into the financial year 2018/2019 

together with related projects. Management provided Bank statement for County 

Revenue Fund Accounts at Central Bank.  

The pending bill figure largely represented low value contracts that related to the 

previous financial years. Management are in the process of re-validating the same with 

respect to value for money. Most of them have been budgeted for in 2018/2019 and will 

be disposed. A schedule of the pending bill showing the LSO/LPO numbers, name of 

the creditors, and invoice numbers were attached review.  

Committee’s Observations and Recommendations  

The Committee observed that pending bills may have adverse effects on the 

County Governments ability to obtain goods and services on credit from supplies, 

may distorts the planning and procurement and may expose the County 

Government to litigations that will cost huge amounts of money in legal fees and 

fines that may be imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive 

financial year. 
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 The CECM-Finance should always ensure that a statement on county 

government debt management strategy is prepared in line with Sec. 123 of the 

Public Finance Management Act.  

The committee also observed that the National Treasury has continued over the 

recent years to disburse funds to counties contrary to approved schedules set out 

by CARA, in contravention of Article 219 of the Constitution. This breach has led 

to the late release of substantial cash disbursement towards the last weeks to 

closure of financial years portraying counties as entities have no capacity to absorb 

monies disbursed to them. This has also led to accumulation of huge pending bills 

and portrays the incorrect position of surplus in the Financial Statements.   

The committee also could not rule out the possibility of incompetency by the 

officers, poor planning and poor management of projects in the county 

government. The committee recommended that the Cabinet Secretary for National 

Treasury should strictly adhere to release of funds to county Government entities 

as per the approved cash disbursement schedule as approved by the Senate. 

 

 

3.0 Compensation of Employees  

3.1 Pension and other Social Contribution Variance 

Note 11 to the financial statements reflects an amount of Kshs.2,114,496,497 as 

compensation of employees out of which an amount of Kshs.152,094,157 relates to 

pension and other social security contribution. However, a comparison between actual 

figures reported in the financial statements for the financial year under review and the 

comparative figure for the payroll data showed an unexplained variance as indicated 

below:- 

   

 

 

Item     

Financial 

Statements 

Kshs 

Payroll 

Ledger  

Kshs 

 

Variance 

Kshs 

Pension & other social 

security contributions 

152,094,157  142,628,464  9,465,693 

  

In view of the anomaly, the accuracy, completeness and reliability of the pension and 

social security balance of Kshs.152,094,157 as at 30 June 2018 could not be confirmed. 

 

Management Response 

The variance amounts of Kshs 9,465,692.80 queried relates to employees’ pension 

contribution to lap trust and lap fund for the month of June 2017 in the previous financial 

year 2016/2017. These amounts were paid in the financial year FY 17/18 under review 
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and were captured in the current financials because the county prepare financial 

statements using IPSAS cash basis that recognizes revenues and expenses as and when 

cash is received or paid.  

 

The amount of Kshs 152,094,157.20 therefore inclusive of the pension for the 12th 

Month of 2016/2017 FY making it 13 months while the payroll ledger amount for Kshs 

142,628,464.40 relates to the actual pension & other social security contributions for 

twelve (12) months of 2017/2018.  

Committee’s Observations and Recommendations  

The committee noted that the County Government did not avail this information 

during the audit process. The Committee recommended that Administrative 

action against officers concerned in line with section 156(1) of the Public Finance 

Management Act. If the behaviour persists during the audit of the FY2020/2021, 

the Accounting Officer may be prosecuted in line with Section 199 for breach of 

section 197(k) of the Public Finance Management Act. 

 

  

3.2 Variances Between Current Year and Prior Year Actuals for Pension 

and Other Social Contribution 

A comparison between Actual figures reported in the financial statements for the 

financial year under review and the comparative figure for the previous year for pension 

and social contribution showed unexplained huge variance as indicated below 

  

Item Current Year  Prior Year Variance 

Pension & other social 

security contributions 

152,094,157.20   38,933,170 113,160,987.00 

 

 It would have been expected that variance would have been in tandem with increase 

with basic salaries to permanent employees. 

In view of the foregoing, it has not been possible to confirm authenticity of the 

variance of Kshs.113,160,987. 

Management Response 

The pension contribution for the financial year 2017/2018 financial year is accurate as 

per attached schedule but the county had classification issue with respect to the pensions 

for financial year 2016/2017. The pension amount for 2016/2017 was Kshs 

95,941,655.90 as per attached schedules. Management acknowledge an erroneous 
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classification of staff pension in amount of Kshs 57,008,485.90. The National Social 

Security Fund (NSSF) contribution for Financial 2016/2017 was Kshs 3,346,000 as per 

attached schedule but an amount of Kshs 31,460,200 was erroneously reported in the 

financials. The difference of Kshs 28,114,200 which was part of the Pension fund was 

classified as NSSF contribution. The balance of Kshs 28,894,285.90 was erroneously 

classified as personal Allowances paid as part of Salaries in the notes 6 to the financial 

statements. The Management regret the miss-classification; it however doesn’t change 

the overall personnel cost. 

There was massive recruitment of staff in the financial year 2017/2018 particularly in 

Health sector and ECD teachers. With ECD teachers, 460 of them who were initially 

on three-year contract were converted to permanent and pensionable terms with a 

promotion by 1 or 2 grades. The county also recruited about 170 medical personnel of 

various cadres to operationalize close to 60 health facilities that were constructed by the 

county government. These changes resulted in the personnel cost increase to Kshs 

2,114,496,497 up from 1,514,045,660 in 2016/2017 representing 40% increase. This 

explains growth in pension by Kshs 56,152,501 during the year under review.   

Committee’s Observations and Recommendations  

The Committee noted that County Government acknowledged the error and 

opined that such errors should be dealt promptly at the time of the audit. 

There was increase in compensation of employees following recruitment of health 

workers and other cadres. The Committee recommended that the County should 

not exceed the 35% threshold as stipulated in the section 25 (1) (a) PFM 

Regulations, 2015 (County Governments). 

 

4.0 County own generated receipts 

 

The Executive had budgeted to collect local revenue of Kshs.141,000,000 during the 

year under review. However, the statement of receipts and payments reflects 

Kshs.61,031,471 as collected resulting in an under collection of Kshs.79,968,529 or 

56.7% the budgeted collections.  

In view of the under collection of revenue, the development votes for the County 

Executive were adversely affected and crucial goals as well as service delivery may not 

have been achieved. 

 

The audit was conducted in accordance with International Standards of Supreme Audit 

Institutions (ISSAIs).  I am independent of County Executive of Mandera in accordance 

with ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in 

accordance with the ISSAI and in accordance with other ethical requirements applicable 
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to performing audits of financial statements in Kenya. I believe that the audit evidence 

I have obtained is sufficient and appropriate to provide a basis for my qualified opinion. 

 

Management Response 

The Mandera County’s own source revenue did not achieve its revenue target. 

Various factors were responsible for this missed target including; Insecurity, 

Closure of Quarries and Closure of the Boarder with Somalia. The closure of the 

Quarries as well as closure of cross border trade have had a huge impact on revenue 

due to its multiplier effect on several other sectors such as construction sector, 

transport sector hardware sector and Single Business Permit. The revenue budget 

was premised on the county being able to collect revenue from revenue streams 

such as Sand quarry, stone quarry and Single Business permit for these businesses 

as well cross boarder trading activities. Unfortunately, both these major revenue 

sources have remained closed to date. The management hope that the National 

Government will open the boarder and quarry business so that the people of 

Mandera can benefit from these business activities.   

The county has since introduced revenue automation with funding from Kenya 

Devolution Support program, recruitment of additional staff expected to come on 

board by 1st of July 2019, exploring new revenue streams, retraining and capacity 

building for old staff as well as the newly recruited ones. The county has also 

revised some of its rates in Finance Act 2018 and thus already seeing some good 

progress. As a result, county revenue collection for 2018/2019 was Kshs 95 million 

which represent 56% on 2017/2018. The county expects to remain on the same 

trajectory.  

 

Committee’s Observations and Recommendations  

The Committee observed that there was under collection of revenue when 

compared with the budgeted figure during the financial year. The Committee 

recommended the County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the Public 

Finance Management Act and provides information on the same within 60 days 

from the adoption of this report. 

 

 

Other Matter Findings 
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1.0 Budgetary control and performance 

 

1.1   Recurrent Expenditure 

 

Audit review of Executive’s vote book shows that during the year under review, a sum 

of Kshs.5,361,008,746 was allocated to various departments of the County Government 

for recurrent expenditure against the recurrent budget of Kshs.6,471,919,189 as 

analyzed below: 

  

Departments/Sectors 

2017/2018 

Budget/ (a) 

Kshs.  

2017/2018 

Actual /(b) 

Kshs. 

Under 

Absorption 

(Budget-

Actual) c=a-b 

Kshs. 

 %Under 

Absorption 

D=c/a 

County Assembly 802,350,157 490,710,756 311,639,401  38.8% 

Agriculture and 

Fisheries  

251,184,914 231,906,826 19,278,087           7.7% 

Education, Culture and 

Sports 

578,870,804 448,658,709 130,212,094  24.5% 

Public Service 1,060,059,069 960,624,603 99,434,466 9.4% 

Finance, Economic 

Planning, ICT and 

Special Programme 

608,625,704 427,657,305 180,968,399          29.7% 

Health Services 1,774,421,189 1,539,964,303 234,456,886 13.2% 

ICT, Trade, 

Investments 

Industrializations and 

Cooperative 

Development 

51,924,032 47,326,611 4,597,421           8.9% 

Lands, Housing and 

Physical Planning 

83,278,302 78,231,973 5,046,331 6.1% 

Office  of the 

Governor and Deputy 

Governor 

389,801,167 340,642,718 49,158,449  12.6% 

County Public Service 

Board 

57,161,652 48,276,048 8,885,604  15.5% 

Roads 118,411,141 107,406,176 11,004,965  9.3% 
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Livestock 98,590,712 40,978,685 57,612,027 58.4% 

Water, 

Environment  and 

Natural Resources 

597,240,346 598,624,033 (1,383,687)        (0.23%) 

Total 6,471,919,189 5,361,008,74  1,110,910,443  17.17% 

   

However, the actual recurrent expenditure of Kshs.5,361,008,746 reflected in the vote 

book differed with the corresponding balance in the summary statement of 

appropriation recurrent which was Kshs.4,489,930,164 resulting in an unexplained and 

unreconciled difference of Kshs.871,078,582. 

 

In the circumstances, it has not been possible to confirm the accuracy of the recurrent 

expenditure balance. 

1.2   Development Expenditure 

A review of Executive’s IFMIS vote book revealed that a sum of Kshs.4,091,751,250 

was allocated to various departments for development expenditure against the 

development budget of Kshs.5,774,937,741 as detailed below: - 

 

 

 

 

 

Departments/ Sectors 

 

 

2017/2018 

 Budget (a)  

Kshs 

 

 

2017/2018  

Actual (b) 

Kshs 

Under 

Absorption 

(Budget-

Actual) c=a-b 

Kshs 

 

 

% Under 

Absorptio

n D=c/a 

County Assembly 123,174,818 15,256,863 107,917,955  87.6% 

Finance, Economic 

Planning, ICT and 

Special Program 

355,916,847 365,985,861  (10,069,014)  -2.8% 

Agriculture 265,225,439 170,425,303 94,800,136  35.7% 

Water, Environment  and 

Natural Resources 

1,287,772,280 830,677,853 457,094,427  35.4% 

Education 302,351,202 232,050,066 70,301,136 23.2% 

Health Services 788,459,774 393,287,233 395,172,541  50% 

Lands, Housing and 

Physical Planning 

258,003,094 131,268,485 126,734,609   

49% 

Public Works Roads and 

Transport 

1,824,180,858 1,698,349,437 125,831,421  6.9% 

Office  of the Governor 

and Deputy Governor 

                      -    - 0  0% 
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Livestock   55,500,000    - 55,500,000 100% 

Public  Service, 

Management and 

Devolved Unit 

255,217,393 109,659,042 145,558,351   

57% 

ICT 259,136,031 144,791,107 114,344,924 44% 

Grand Total 5,774,937,741 4,091,751,250 1,683,186,486 29.15% 

  

The actual development expenditure of Kshs.4,091,751,250 reflected in the vote book 

differed with the reported expenditure of Kshs.5,057,100,541 in the summary statement 

of appropriation-development by Kshs.965,349,291.   

 

Management Response  

 

Mandera County budgeted for and paid Kshs 1,595,484,355 as pending bill from the 

previous financial years. Kshs 871,078,582 of this is amount was for recurrent 

expenditure while Kshs 724,405,773 was for developmental accounts. Unfortunately, 

during the preparation of the Financials, the entire amount of Kshs 1,595,484,355 was 

classified as development in the statement of appropriations instead of Kshs 

871,078,582 being treated as recurrent and Kshs 724,405,773 as development. This 

resulted in the understatement in the statement of appropriation for recurrent 

expenditure while overstating statement of appropriation for development expenditure 

by the above amount. Further, an amount of Kenya 94,270,709 relating to development 

was classified under recurrent resulting in under statement in the Statement of 

Appropriation for development expenditure by the same amount. In the combined 

(Recurrent and Development) Statement of Appropriation, these misclassifications are 

eliminated. The management regret these unintended errors and assure the Committee 

this will not happen again. 

With respect to under utilizations of both development and recurrent funds, these were 

funds for committed projects that are in the budget but due to delay by the National 

Treasury in releasing funds and they were carried forward to 2018/2019 FY. For 

example the funds for the Months of April, May and June for financial year 2017/2018 

totaling to nearly Kshs 2.5 billion were released by National Treasury to Mandera 

County Government Accounts on 29th June, on 4th July and 5th July 2018 respectively. 

Due to the length of time it takes to make fund request to the Office of the Controller 

of Budget as well as poor IFMIS connectivity in many parts of the Country followed by 

the immediate closure of the systems soon after the financial year end, county was 

unable to disburse these huge amount to the Contractors and Suppliers. Nonetheless, 

these amounts were brought in 18/19 FY. These delays not withstanding these funds 

were also for some multiyear projects that were on-going as at the end of the financial 
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year. These include Mandera Town Roads (Kshs 184m), County Assembly Headquarter 

(154m), Regional Livestock Market (Kshs 30m) etc. 

Committee’s Observations and Recommendations  

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance Management 

(County Governments) Regulations. 

 

The committee also observed that the National Treasury has continued over the 

recent years to disburse funds to counties contrary to approved schedules set out 

by CARA, in contravention of Article 219 of the Constitution. This breach has led 

to the late release of substantial cash disbursement towards the last weeks to 

closure of financial years portraying counties as entities have no capacity to absorb 

monies disbursed to them. This has also led to accumulation of huge pending bills 

and portrays the incorrect position of surplus in the Financial Statements.   

The committee also could not rule out the possibility of incompetency by the 

officers, poor planning and poor management of projects in the county 

government. The committee recommended that the Cabinet Secretary for National 

Treasury should strictly adhere to release of funds to county Government entities 

as per the approved cash disbursement schedule as approved by the Senate. 

 

 

REPORT ON COMPLIANCE WITH LAWFULNESS AND EFFECTIVENESS 

 

1.0 Acquisition of Asset 

1.1 Delayed Construction of Mandera Roads to Bitumen Standard 

 

1.1.1 Lot I Contract 

Mandera County Executive entered into an agreement with Ms. Frontier Engineering 

Company Limited a construction company for the construction of Mandera Roads to 

Bitumen Standards(Lot I) at a contract cost of Kshs.1,218 599 534.07 on 1st July, 

2014.The contract expired on 30th June 2016. After the expiry of the contract period, 

the Contractor requested for extension of contract which was granted from 1st June, 

2017 to 30th April, 2018. The contract was extended again from 1st May, 2018 to 30th 

April, 2019. However, Scrutiny of records availed for audit review and physical 
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verification carried out on 2nd November, 2018 revealed that the following sections of 

the road have not yet  been completed as at the time of audit as detailed below:- 

No Road Name and Location Pending Activities 

1 Road 1 Km 1+230 to Km 1 +1500 Pavement layer works pending 

2 Road 2 Km 1+350 to Km Pavement layer works pending 

3 Road 2 Km 1+350 Box Culvert Pending 

4 Road 1Km 0+000 to Km 7 + 800 

Road2 Km 0+000 to Km 3+ 300 

Road Furniture pending 

5 Road 1 Km 3+260 to Km 3+450 & Km 

5+ 360 to Km 5+870 

Repairs required to remedy 

bleeding of  bitumen noticed at the 

section of the road indicated 

6 Bridge Fixing of accessories for expansion 

joints pending and finishing to 

make good. 

7 Road 2 The section of rough road from 

Laga to Takbir petro station shows 

that initial project activities like site 

clearance and top soil removal are 

yet to be started. 

At the time of the audit Kshs.938, 720,491.02 had already been spent by the County 

Executive on the Project. The Project is two (2) years and four months behind the 

original scheduled time and its prolonged contract extensions is a clear indication of its 

slow implementation casting doubt on its actual completion time.  

In the circumstance, it has not been possible to confirm that Mandera County obtained 

the value for money from the sum of Kshs 1,218 599 534.07 being the contract sum of 

Lot I of the project. 

Management Response 

CONSTRUCTION OF MANDERA ROADS TO BITUMEN STANDARDS- LOT 1- 

KSHS 1,218,599,534.07 

The Construction of Mandera Town Roads to Bitumen standards Lot 1 is in its final 

stages with the works substantially completed as per reports of substantial completion 

Inspection held on 25th April 2019. The bridge at Km 1+350 on Road 1 is currently 

completed and has been open to traffic for the last six months. Further to the foregoing 

works, the Box culvert located Km 1+350 on Road 2 have been completed.  Currently 

back filling and final tarmacking of the area around the culvert is on-going 

As per your query the pending works have been remedied as below: 
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No Road Name & Location Pending Activities Remarks 

1 Road 1 Km 1+230 to Km 

1+500 

Pavement layer works 

pending 

Pavement layer on 

that section is 

completed  

2 Road 2 Km 1+350 to Km 

1+600 

Pavement layer works 

pending 

Pavement layer on 

that section is 

completed 

3 Road 2 Km 1+350 Box Culvert Pending Box Culvert 

Completed, only 

backing filling and 

tarmacking of the 

area around the 

culvert is on-going 

4 Road 1 Km 0+000 to Km 

7+800 

Road 2 Km 0+000 to Km 

3+300 

Road Furniture 

pending 

Road Furniture 

installed and 

completed  

5 Road1 

Km 3+260 to Km 3+450 

& Km 5+360 to Km 

5+870 

Repairs required to 

remedy bleeding of 

bitumen noticed at the 

sections of the road 

indicated 

Overlay done on 

that section and is 

completed  

6 Bridge Fixing of Accessories 

for Expansion Joints 

pending 

Finishing to make good. 

In progress 

The Expansion 

Joint Fixed and the 

Bridge completed 

and opened to 

traffic 

7. Road 2 The section of rough 

road from Laga to 

Takbir petrol station 

shows that initial 

project activities like 

site clearance and top 

soil removal are yet to 

be started  

Site clearance and 

top soil stripping 

were done at the 

initial stage and 

reworked during 

construction of 

earthworks and 

construction 

pavement layers. 

 

Committee’s Observations and Recommendations  

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 
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 Contract agreements should have clauses with respect to liquidated damages 

for non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that 

the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

1.1.2 Lot II Contract 

Mandera County Executive entered into an agreement with a construction company Ms 

Lafey Construction Co. ltd for the construction of Mandera Roads to Bitumen Standards 

at a cost of Kshs.1, 218,599,534.07 on 1st July 2014.The contact expired on 30th June 

2016. The Contractor requested for extension of contract which was granted from 1st 

June 2017 to 30th April 2019.However, Scrutiny of the project progress report availed 

for audit review and physical verification carried out on 2nd November, 2018 revealed 

that the following sections of the road have also not yet been completed. 

 

No Road Name and Location Pending Activities 

1 Road 5 

0+000 to Km  2+120 

Cleaning of drains 

 

2 Annan Roads 

0+000 to 0+220 

Cleaning of drains 

 

3 Mwalimu Garage Road 

0+000 to 0+220 

Cleaning of drains 

 

4 Road Extension 

 0+000 to Km 1+580 

Cleaning of drains 

 

5 Road 13 

0+000 to 0+280 

Cleaning of drains and Repair of Kerbs 

6 Old Town Road 

0+000 to 0+340 

Foot paths and cleaning of Drains 

7 Road 8 

0+000 to 0+240 

Cleaning of drains. 

8 Road 11 

0+000 to 2+480 

Repair of pot holes 

9 Khadija Girls Road Cleaning of Drains 
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At the time of the audit Kshs. 962,780,861 had already been spent by the County 

Executive on the Project which is equivalent to 79% of the contract sum. The Project is 

Two (2) years and four months behind the original scheduled time and its prolonged 

contract extensions is a clear indication of its slow implementation casting doubt on its 

actual completion time. 

 

In the circumstance, it has not been possible to confirm that Mandera County obtained 

the value for money from the sum of kshs 1,218 599 534.07 being the contract sum of 

Lot II of the project. 

Management Response 

CONSTRUCTION OF MANDERA ROADS TO BITUMEN STANDARDS- LOT 2- 

KSHS 1,218,597,587.87 

Lot 2 roads are currently nearly complete as per reports of substantial completion held 

on 25th April 2019. 

As per audit queries, the pending work then have been remedied as below: 

No Road Name & Location Pending Activities Remarks 

1 Road 5 

0+000 to 2+120 

Cleaning of Drains Cleaning of drains done 

 

2 Annan Road 

0+000 to 0+220 

Cleaning of Drains Cleaning of drains done 

 

3 Mwalimu garage Road 

0+000 to 0+220 

Cleaning of Drains Cleaning of drains done 

 

4 Road 2 Extension 

0+000 to 1+580 

Cleaning of Drains Cleaning of drains done 

 

5 Road 13 

0+000 to 0+280 

Cleaning of Drains 

and Repair of 

Kerbs 

Repair of Kerbs and 

cleaning drains are both 

completed. 

6 Old Town Road 

0+000 to 0+340 

Foot paths and 

Cleaning of Drains 

Foot Path and cleaning 

of Drains are both 

Completed.   

7 Road 8 

0+000 to 0+240 

Cleaning of Drains Cleaning of Drains 

Completed  

8 Road 11 

0+000 to 2+480 

Repair of pot holes Pot holes sealed and ac 

overlay done 

9 Khadija Girls  Road 

0+000 to 0+280 

Cleaning of Drains Cleaning of drains 

complete 
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Challenges  

1) Insecurity due to frequent terror attacks in the area that has coursed persistent 

work stoppage every time a security incidence occurred. 

2) Unavailability of construction materials especially during the rainy season when 

the roads are impassable.  

3) High turnover of personnel resulting to shortage of both skilled and non-skilled 

labour due to insecurity threats 

4) Encroachment of the power lines posts and temporary structure that hampered 

the work progress. 

Despite all the above challenges, management reported that the projects is now 

complete and has been substantially handed over to the county government. Progress 

reports and partially handing over report have been availed for review. 

Committee’s Observations and Recommendations  

 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages 

for non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that 

the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

1.2 Completion of county headquarters 

The County Executive awarded the contract to Ms. Green County Construction 

Company limited on 2nd April, 2014 at a contract sum of Kshs. 290, 230,790. 

According to the contract agreement signed between the contractor and the county 

government the contract commenced on 1st May, 2014 and was expected to be 

completed on 30th October, 2015. 
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On 10th November, 2017 the chief officer public works and roads terminated the initial 

contract between M/s Green county construction company ltd and the county 

government citing non-performance by the contactor. However, valuation of works 

carried out on 18th December, 2017 by M/S Odesey International Limited, which was 

the consultant manning the project availed for audit review had the following 

observations: - 

 

 

 

Valuation  

Amount  

(Kshs.)        

1. Preliminaries 8,115,000 

2. Demolitions 994,000 

3. Value of work done  

a) Substructure 47,520,873 

b) Superstructures concrete frames 63,713,430 

c) Walling 10,954,530 

d) Builders in connection to services 165,300 

4. (a) Services installations (electrical 

works)  

7,600,000 

(b Services installations (plumbing 

works) 

3,400,000   

5. Materials on site  23,729,274 

 Total    166,192,408 

Previous payments (166,000,000) 

Amount due for payments   

  

192,408 

  

It was noted that the department of roads and public works did not engage 

Government registered valuer to carry out valuation of the project but instead 

engaged Odessey International ltd whose mandate was to Mann and act as a project 

management consultant. Further, valuation for the outstanding works to completion of 

the project was not carried out hence the value of works remaining was not determined 

in monetary value. 

The contract was subsequently re-advertised and was awarded to Ms Bima Investment 

Limited vide letter of award ref no. MCG/SC/OT/ 02/2017/2018 dated 5th March 2018 

at a contract sum of Kshs.455, 354,521 in respect of completion of the project. However, 

tender documents for the new contract were not availed for audit since they were 
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taken for review by public procurement and Regulatory authority (PPOA). Physical 

verification carried out on 24th October, 2018 established that the contractor was on 

site and the project was ongoing. 

 

In view of the anomalies, the cost of the outstanding works to completion have not been 

valued hence the cost of completion of the project may be higher and value for money 

may not be realized. 

 

Management Response 

COMPLETION OF COUNTY GOVERNMENT HEADQUARTERS  

TENDERS NO MCG/133/2013-2014 AND MCG/OT/58/2017-2018; AMOUNTING 

TO KSHS. 621,546,928.75 

 

Odyssey International was engaged in the valuation of the work done. The reason the 

County Government engaged Odessey International Ltd for the valuation of works done 

was because Odessey International was the company which designed and supervised 

the construction work from the beginning and therefore, had been on the ground since 

the inception of the project hence more familiar with the project including all the site 

instructions issued which might have had effects on the project costing.  

The tender documents for new contract were not availed for audit since they were taken 

for review by Public Procurement and Regulatory Authority (PPRA/PPOA) during the 

time of Audit. The documents were reviewed and later returned to the county after the 

Audit Exercise.  

This project was later petitioned by citizen to the Ethics and Anti-Corruption 

Commission which led to tender documents taken to EACC for investigations. The 

EACC has engaged government engineers and valuers to carry out the valuation of the 

project. Management didn’t not receive official communication from EACC on the 

valuation of the project. The county will gladly share with the senate the report of the 

EACC once it is released. 

The management believe that there is value for money and we have provided pictorial 

evidence to appreciate the magnitude of this project and work done. 

The Contract was awarded to Bami Investment Limited and NOT Bima Investment as 

stated in the Audit report. Valuation for the cost of outstanding works to completion of 

the County Headquarters had been carried out. The same have been submitted to the 

Auditors for review and consideration. The valuation and project estimates for the 

outstanding works were provided for review. 
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Committee’s Observations and Recommendations  

 

The Committee observed that other investigative agencies PPRA/PPOA had taken 

the documents during the audit process. Further, the Committee noted that the 

County Government did not engage the public works department but instead 

engaged a consultant. 

The Committee recommended that the County Government uses its roads and 

public works department for such matters instead of outsourcing. 

 

1.3 Completion of County Rest House  

The Executive awarded the contract to Ms Diwafa Investment Company Limited on 2nd 

April, 2014 at a contract sum of Kshs.293, 717,521.  According to the contract 

agreement, the project commenced on 1st May, 2014 and was expected to be completed 

on 30th October, 2015. However, on 10th November 2017 the chief officer public works 

and roads terminated the initial contract between M/s Diwafa Investment Company 

Limited and the county government citing non-performance by the contactor. The 

contract was subsequently re-advertised vide tender no. MCG/OT/59/2017-2018 and 

was awarded to M/s Mohamed Mohamud & Sons Construction Co. Ltd vide award 

letter ref no. MCG/SC/OT/02/2017-2018 dated 12th March 2018 at a contract sum of 

kshs 308,671,300 in respect of completion of the project. The project progress report 

and the breakdown of the amount paid up to the final certificate for the previous 

contractor Ms. Diwafa Investment Limited was not availed for audit review. Further, 

comprehensive valuation of the project detailing amount of works that have been done 

and the works that was outstanding before the contract was terminated has not carried 

out.  

In the circumstances, the probity of the total contract sum amounting to 

Kshs.602,388,821 could not be confirmed. 

 

Management Response 

 

This project was awarded in 2013/2014 FY at fair market value . However, due to the 

security situations including the terror attacks on a Bus travelling from Mandera where 

28 people were killed as well the attack on quarry workers in 2014 where another 36 

Kenyans were killed, most of the workers and the Consultant who were non locals were 

evacuated which in turn affected the progress of the work. After many months, the 

Contractors will mobilize but another terror attack will happen again and workers will 

be evacuated and the same cycle will repeat itself. The project progress was halted. This 
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explains why quite a number of projects like this have been ongoing for the last 4-5 

years.  

Arising from these challenges, for instances the prices of construction materials and 

labour costs changed greatly after that as shown below: 

 

Item Previous price( rate per 

day/lorry) 

Current prices( rate per 

day) 

Skilled labour  1000 2500 

Unskilled labour 600 1500 

Quarry stones 15000 per lorry 37,000 per lorry 

Sands 1500 per lorry 5000 per lorry 

Gravel  2500 per lorry 7000 per lorry 

 

Based on the above unforeseen circumstances that affected the prices of the materials 

and labour, the contractors started to demand for project variations to reflect the new 

emerging challenges.  

Due these challenges and reluctance by the contractor to re-mobilize and complete 

these projects within reasonable time, all the projects were terminated, re-advertised, 

awarded and are currently making good progress. 

Progress reports and detailed analysis of the work done has been carried out and 

confirmed that the money paid is commensurate with the work done. Accordingly, 

management confirm that no public resources have been lost. 

 

Management agree with Auditors that this project was awarded at Kshs 293, 717,521but 

due to additional work it was varied by Kshs 71,894,344.11 making the total project 

sum of Kshs 365,611,865. By the time the project was terminated, the payment made 

to this contractor was Kshs 323,660,299 while the value of work done was Kshs 

325,294,721.90. The breakdown of these payments is summarized below. 

 

 Schedule of payments for Construction of County 

Rest House (Diwafa Construction Co. Ltd) 

      

No: Date Amounts 

1 09/10/2014    105,738,367  

2 13/10/2015      32,797,144  

3 18/02/2015      59,182,866  

4 09/08/2016      35,000,000  

5 28/01/2017      18,365,517  
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6 06/10/2017      30,000,000  

7 18/01/2018      42,576,405  

   TOTAL    323,660,299  

 

 

Project progress report and breakdown of the total payment up-to the final certificate 

against the original contract were prepared but there was a delay in retrieval and 

submission to the auditors for review. The same have since been submitted to the 

auditors and we hereby share the same with honorable committee. 

Further, comprehensive valuation of the project detailing amount of works that have 

been done and the works that was outstanding before the contract was terminated has 

been carried out. This formed the basis of project estimate during the advertisement and 

subsequent awarding the second contract. 

Committee’s Observations and Recommendations  

The committee noted that the contract was terminated and re-advertised where 

the contract Amount rose from 308M to 602M. Further, the Committee observed 

that No progress report was availed for review and that due to several terror 

attacks, implementation of the projects was affected which Likely the attacks 

affected the cost of the projects leading to contractors asking for variations. 

The Committee also noted that the County Government did not provide the 

project progress report and at the time termination of the contractor 

comprehensive valuation of the contract not done. 

The Committee recommended that- 

1. County Government must always liaise with National Government on 

security concerns on projects 

2. Administrative action on the officers that failed to provide information 

during the audit process. 

3. The County Government should ensure all the stall projects are completed 

to get value for money. 

 

1.4 Water Supply in Shafshafey and Kamor 

During the financial year 2014/2015, the Executive initiated a project for rehabilitation 

of water supply in Shafshafey and Kamor in Mandera East Sub-County at a total 

contract price of Kshs.39,600,000 payable in two instalments the first payment of 40% 

after completion of 50% of the work and the remaining balance when the project is 

100% complete. However, scrutiny of the project status report dated 30 January 2018 
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revealed that the Executive had made payments totalling Kshs.33,195,550 representing 

83% of the contract price to M/s Gingo Construction Co. Ltd while physical verification 

revealed that the project was not in operation. Similarly, verification of the project also 

revealed the following: 

 

i. The contractor elevated three (3) 50 m3 steel tanks costing Kshs.26,315,100 

and not 100 m3 as stated in the contract documents. 

ii. Only 3 water kiosks had been constructed which were incomplete. However, 

the contract stated 6 standard water kiosks with an estimated cost of 

Kshs.1,800,000. 

iii. Works on the construction and equipping of infiltration gallery & sump well 

estimated to cost Kshs.3,060,000 had not been done. 

iv. The project had been abandoned for long and the contractor was not on site 

as at the time of verification on 2 November 2018.  

 

It was further observed that the management did not avail any plan initiated to address 

the wastage. 

In view of the foregoing, it has not been possible to confirm the probity of 

Kshs.39,600,000. 

 

Management Response 

 

1. Chairman, management confirm that the 3-NO elevated water tanks are of 100m3 

but not 50M3 as stated in audit report. The tanks comprise of 5plate by 5plate by 

3plate, each plate is 1.2M including the thickness of the plate which is 0.1M, so the 

actual length of the plate is 1.1M, and therefore the actual capacity of the tank is- 

Width  =1.1x5=5.5m 

Length =1.1x5=5.5m 

Height  =1.1x3=3.3m 

Hence the capacity of each tank is 5.5x5.5x3.3=99.825m3, say 100m3  

2. The three water kiosks were constructed to completion and are to be operationalized 

after infiltration gallery wells are completed. 

3. The remaining three water kiosk was converted to piping for individual water 

connection as per engineer’s instruction.  The project area   is of medium urban 

housing service level; in this regard the Engineer changed the design from six water 

kiosk to three so as to cater for individual connection as per the demand of the 

population of the area and sustainability of the project (see the attached instruction 

from the engineer concerned). 

4. Infiltration gallery wells were not constructed during the time of inspection, 

however due to the priority nature of this component an LSO was issued – which 
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was fully funded by the unspent balance of the project, to a different contractor after 

termination of the first contract and well is fully complete, equipped as at the time 

of preparing this report.  

 

5. Contractor was not on site during the project inspection by authors. The contractor 

was demanding project variation which in our view was not justified. Accordingly, 

the agreement was terminated. 

 

Committee’s Observations and Recommendations  

The Committee observed that the Contract specified certain amount to be paid at 

specific stages but the County Government failed to follow the payment mode 

agreed and the Noncompliance with the terms of the contract was not disputed 

County Government. The Committee further noted that the Contractor 

abandoned the site and project was not in use. 

The committee recommended that;  

 The county government takes immediate action to finish the incomplete 

projects and provide information on the Project status, and plans to complete 

them, within 60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 

 

1.5 Elwak SME Market 

The Executive awarded contract for the construction of Elwak SME Market at a contract 

sum of Kshs.326,581,496  The tender opening minutes and the tender opening register 

were not made available for audit review. However, a provisional sum of 

Kshs.31,450,000 was made in the bills of quantity as follows:- 

  

Item 

Amount  

(Kshs.) 

1.  Security for Works and Workers 1,000,000 

2.  Project Manager’s vehicle (Toyota Land 

Cruiser) 

6,000,000 

3.  Clerks of Works 2,400,000 

4.  Stationery & Equipment 1,200,000 

5.  Staff Training 500,000 

6.  Airtime for project team 2,250,000 
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7.  Hotel accommodation & expenses 2,250,000 

8.  Cost for Profit (15%) and Attendance (15%) 5,850,000 

9.  Contingencies 10,000,000 

 Total  

 31,450

,000 

The total provisional and contingencies amounting to Kshs.31,450,000 was not 

recommended by the evaluation committee and subsequently no approval was granted 

by the accounting officer as required by Section 139(2) of the Public Procurement and 

Assets Disposal Act, 2015.  Further, there was no documentary evidence to show how 

provisional amounts were utilized and accounted for. 

 Although physical verification carried out on 24 October 2018 established that the 

contractor was on site, electrical installation, land escaping and final coat for paint work 

were still pending. 

In view of the foregoing, the propriety and validity of the provisional sums and 

contingencies of Kshs. 31,450,000 as at 30 June 2018 could not be ascertained. 

 

Management Response 

Items 1-7 above was part of preliminary cost but in the audit report it was erroneously 

considered as Prime cost and Provisional Sum. The items in the preliminary cost do not 

require approval from the evaluation committee. Of the above Kshs 31,450,000, Kshs 

15,600,000 relates to these preliminaries cost. The original Bill of Quantities confirming 

the same is attached. 

Items 8 and 9 are part of the provisional sum and was duly approved by the tender 

committee to be used in electrical work and overhead cost for the contractor. 

Management note that in the original Bill of Quantity there was a sum of Kshs 10m for 

electrical work but in the costed BQ the electrical work came to Kshs 20m. Accordingly 

the Kshs 10m in the contingency above was utilized for electrical work the remaining 

Kshs 5,850,000 was utilized for contractor’s overheads/attendance as well as profit. The 

Bill of Quantities for electrical works has been provided for review.  

 

Committee’s Observations and Recommendations 

The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 
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administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report. If the 

behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

 

 

1.6 Construction of Rhamu IDP Housing Units phase II 

During the year ended 30th June, 2018 the County executive of Mandera awarded 

contracts amounting to Kshs. 92.685,954 to various contractors for construction of 

Rhamu IDP housing units Phase II. The following anomalies were noted: - 

 

i) The bid documents required that bidders to submit a minimum bid security of 

Kshs.400,000 whereas the tender advertisement in the Daily Nation newspaper 

of 18/01/2018 prescribed a minimum bid security of Kshs.200,000.Further, the 

bidders were also required to submit 3 original recommendation letters from 3 

different reputable clients not older than one month from the date of submission 

of the tender. However, the same was not reflected in the evaluation report. 

ii) In some cases the bid Conditions under the preliminary stage required that all 

entries must be typed or written in ink. Mistakes must not be erased but should 

be crossed and corrections made must be counter signed by the person signing 

the tender document.  

iii)  to this, some winning bidders bills of quantities had figures erased and some 

altered and not counter signed by the person who signed the tender document. 

Further, under the same bid requirement some of the contractors were required 

to submit serialized bid documents. However, the same were not serialized. 

iv) The bid documents required that the tenderers to disclose principal place of 

business of the firms, total monetary value of construction works performed for 

the last five (5) years, proof of ownership of major items of construction, reports 

of financial statement and auditor’s report of the financial performance of the 

company for the last five (5) years and submit three (3) original recommendation 

letters from three (3) different reputable clients not older than one month from 

the date of submission of the tender. However, the same were not also reflected 

in the evaluation reports (criteria).  

v) Tender documents such as tender opening register, tender opening minutes and 

tender evaluation minutes and report were copies. Further, Copy of the tender 

opening register availed for audit lacked vital important information such as date 

when the tenders were opened and postal addresses of the companies whose bids 

were opened. 
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In the circumstances, the propriety of the expenditure of Kshs.92,685,954 could not be 

confirmed.    

 

Management Response 

 

The construction of Rhamu IDPs housing project is 17 different tenders, each tender 

consisting of 25 housing units. This housing programme was designed to benefit the 

most vulnerable and disadvantaged members of the society. So far the county has 

contracted 815 housing units and handed over to the beneficiaries.  

The original documents like the opening registers, tender opening minutes and tender 

evaluation minutes were all kept at the department, have since been availed to the 

auditors and the same is now shared with honourable committee for review. The 

Original tender opening registers have the signature of the tender opening committee 

and the date at the bottom. The original tender documents are serialized as per the 

requirement of the tender documents.  

 

During the tendering process, the county had followed all procurement procedures 

during and after evaluation. Management confirm that all bidders were subjected to the 

same evaluation criteria and one was disadvantaged. The procurement department did 

not receive any complain from contractors regarding evaluation criteria.  

 

For The tenderer to disclose principal place of business of the firm, total monetary value 

of construction works performed for the last 5 years, proof of ownership of major items 

of construction as well as references are Instructions to the contractors under general 

conditions but not necessarily used in evaluation of the tender. Some of them were 

dropped from evaluation criteria. Furthermore, all the tenders are subjected to same 

criteria. 

 

Pursuant to section 79 (2) of the Public Procurement and Asset Disposal Act, 2015 a 

responsive tender shall not be affected by:  

a) a minor deviations that do not materially depart from requirements set out in 

the tender documents; or  

b) Errors or oversight that can be corrected without affecting the substance of 

the tender. 

 

And so, the Scrutiny of the bills of quantities for the winning bidder which revealed the 

bidders were required to submit a minimum bid security of Kshs. 400,000 whereas the 

advertisement in the Daily Nation newspaper of 18/01/2018 prescribed a minimum bid 

security of Kshs. 200,000. 
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 This was regrettably an error which was an oversight. It was seen after the tenderers 

submitted their bids and no complaints were received from bidders. For clarity section 

12.1 of the bid documents explains that Bill of Quantities/ Schedule of rates shall 

contain items for the construction, installation testing and commissioning of the work 

to be done by the contractor hence forth condition of the bid security is depicted under 

the appendix to instructions to tenderers. 

 

Committee’s Observations and Recommendations  

 

The Committee observed that the County Government breached the procurement 

regulations though there were no complaints from bidders. The Committee 

further noted that information was not submitted within the audit cycle. 

 

The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report. If the 

behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

 

 

1.7 Construction of Cattle Troughs for Various Boreholes (Lafey, Tuli, Rhamu 

Dimtu, Elkuro, Boji Garse, Mukutano and Konandaga) 

 

The Executive awarded contract for the construction of cattle troughs for various 

boreholes at a contract sum of Kshs.41,669,997. However, departmental requisition and 

tender opening register was not made available for audit review. Further, the bidders 

were required to submit certified copy of certificate of incorporation and 5% 

performance bond. On the contrary, the successful contractor did not submit the 

certified copy of certificate of incorporation as well as the 5% performance bond. 

 

In the circumstances, the authenticity of the expenditure for Kshs.41,669,997 could not 

be confirmed. 

 

Management Response 
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a) The request for the tendering for the project is available in the tender project file 

managed at the department and the approval authority to tender on the same is in 

the file and has been availed for review. The approved requisition in the project 

file is available as evidence. 

 

b) The tender opening register was in the procurement file at the department and has 

been availed for further scrutiny. Project file at the department and the tender 

document acts are available. 

 

c) The performance bond of 5% of the tender sum as security was provided as it was 

a requirement for the signing of contract agreement and a copy was filed in the 

project file for the project. The project file at the department contains a copy of 

the performance bond and availed for review. 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report. If the 

behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

 

1.8 Construction of County Central Stores (Dry Cereals)  

 

An amount of Kshs.13,610,424 was paid to M/s Haigurach Construction Co. Ltd in 

respect of construction of County dry cereals central stores for a contract worth 

Kshs.36,090,900. However, there was no tender purchase register maintained to 

ascertain the number of bidders which purchased the tender. Further, the project file 

was not availed for audit review hence it was not possible to ascertain whether the tender 

was fairly awarded. Physical verification carried out on 26 October 2018 revealed that 

the project was still ongoing but floor works and paintings were still pending. 

Under the circumstances, it was not possible to ascertain the propriety of the 

expenditure of Kshs.13,610,424. 

Management Response 
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County Government did not sell any tender documents to the potential bidders; rather 

the tender documents were downloaded from the county website for free. However, all 

those who downloaded the tender documents were required to register with office of 

the Director of procurement. This constituted the numbers bidders who ‘purchased’ 

tender documents. This has now been availed for review. 

All the documents relating to the project were presented along with many other files but 

the auditors may not have seen it. However, the file containing original tender 

documents, copies of the award, contract agreement, Bill of quantities and other relevant 

documents were again presented to the auditors for review.  

 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report. If the 

behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

 

2.0 Stalled Projects 

As reported in previous year, the Executive initiated various projects for the financial 

year 2013/2014 and 2014/2015, as tabulated below:- 

 

   

Project Title/ 

Location/Site 

 

 

Contracto

r 

Contract 

Sum 

Kshs. 

Amount 

Certified  

Kshs. 

Start  

Date 

 

 

Status 

1 Construction of 

the Governor's 

Residence, 

Mandera. 

MCG/134/13-

14 

M/s Seo & 

Sons Ltd.  

107,481,0

60 

119,481,060 09/06/1

4 

  

  

Works had stalled 

since October 2016. 

Overall status: - 

70% complete. 

  

Project Title/ 

Location/Site 

  

 

Contract 

Sum 

Kshs. 

Amount  

Certified 

 Kshs. 

Start 

Date 

 

 

Status 
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Contracto

r 

2 Construction of 

County 

Assembly, 

Mandera. 

MCG/137/13-

14 

M/s Bayan 

Constructi

on Co. Box 

45107 -

00100 Nbi. 

185,438,6

34 

183,396,773 09/06/1

4 

  

  

Works had stalled as 

at time of audit.  

Overall status: - 

70% complete. 

3 Construction of 

Regional 

Livestock 

Market, 

Mandera. 

M/s Lakole 

Bld. 

Constr. 

169,922,2

55 

83,633,305 Nov/14 

  

Works have stalled 

since October 2016. 

Overall status: - 

40% complete. 

4 Rhamu Water 

Supply 

MCG/314/201

4/2015 

M/s 

Dabarbale 

constructio

n 

21,581,75

2 

16,112,436  

1/03/15 

Works have stalled 

since October, 

2016. 

Overall status:- 

65% complete. 

    Total 484,423,7

01 

402,623,574     

 

Physical verification of these projects carried out on 24 October 2018 revealed that the 

projects with contract sums amounting to Kshs. 484,423,701 that were initiated in prior 

years had stalled and contractors were not on site and the work was not in progress. 

 

According to the projects progress reports, total payments for the projects was 

Kshs.402,623,574 representing 83.1% of the contract sum. The Executive did not take 

any initiatives to save the project from further depletion nor to add value on the 

investments of the public funds. 

 

In view of the foregoing, the residents of Mandera County may not have obtained value 

for money on Kshs.402,623,574 spent on these projects. 

 

Management Response 

 

These projects were initiated by the County Government in 2013/2014 and 

2014/2015. However, these projects ran into myriad of problems right from the start 

most particularly security related challenges. Due to lack of capacity in the local 

area, both labour and the supervision of these projects heavily relied on non-local 

work forces. At the time, Mandera County and particularly Mandera town was the 
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scene of the persistent terror attacks. Every time there was a security incidence, the 

entire work forces together the supervising consultant would be evacuated from 

Mandera. The project would then be abandoned for several months and it lies idle. 

After many months, the contractors would mobilize again and another terror attack 

would happen and the cycle would repeat itself. This problem resulted in the project 

being delayed and new and unforeseen cost started to creep in. The contractors 

started to demand for project variations to reflect the new emerging challenges. 

These problems explain why the project delayed.  

Due these challenges and reluctance by the contractor to re-mobilize and complete 

these projects within reasonable time, all the projects were terminated, re-advertised, 

awarded and are making good progress. 

Progress reports and detailed analysis of the work done has been carried out and 

confirmed that the money paid is commensurate with the work done. Accordingly, 

the county confirmed that no public resources have been lost.  The termination 

letters, advertisement of the project a new and new Award were provided for 

confirmation of the action the management have taken. With respect to the County 

Assembly, management confirm the termination but this project has been handed 

over to the County Assembly and accordingly being handled by the County 

Assembly in terms of re-advertisement and new award to completion. 

Committee’s Observations and Recommendations 

  

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages 

for non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that 

the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

3.0 Award of Water projects 
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The Executive initiated piping, improvement and interconnection of Falama water 

supply within Mandera South during the financial years 2016/2017 and 2017/2018 at a 

cost of Kshs.211,940,665. However, the tender purchase register for the projects was 

not availed for audit review. It was therefore not possible to ascertain the total number 

of tenderers who applied in each category of projects procured. Similarly, the Executive 

did not maintain tender opening register as required by Section 78(6) of the Public 

Procurement and Assets Disposal Act, 2015. It was also observed that the contract 

agreement for some of the projects had long expired and there were no extensions 

availed for audit review. In addition, no claims for liquidated damages on these projects 

were made at the expiry of the contract period.  

Further, one of the bid requirements for some of the contracts was that the bidder should 

be registered with water regulatory body in Kenya for the current year and copy of the 

current license be submitted. However, the same was not included in the either 

preliminary or technical evaluation criteria. 

A total provisional sum of 10% of the contract sum amounting to Kshs.26,346,356 were 

provided as contingencies in the bills of quantities. However, no evidence was availed 

to show how contingencies were utilized. Further there was no documentary evidence 

to prove that the contingencies were recommended by the tender evaluation committee 

and were subsequently approved by the accounting officer as required by section 139(2) 

of Public Procurement and Assets Disposal Act, 2015. 

Under the circumstances the propriety of Kshs.26,346,356 could not be confirmed 

 

Management Response  

The Falama Water Projects is three separate projects advertised separately and awarded 

to three different contractors to cover three different stages of the fresh water supply 

system from Falama to Elwak town covering a distance of nearly 30.5Km. These are; 

laying of 18KM gravity main 1 from Falama Hills to borehole 11 at the cost of Kshs 

97,576,235, laying of 12.5km gravity Main 1 from borehole 11 to Elwak town at the 

cost of Kshs 82,374,050 and Inter-connection of five (5) Falama boreholes at the cost 

of Kshs 31,990,380 

 

The County didn’t sell the tender documents to the contractors. The tender documents 

were down loaded from the county website for free. However, the tenderers who 

submitted their bids were required to register their bids with the supply chain office 

which a bid submitted register is available confirming the number of suppliers who 

submitted bids for the project procured. These have now been submitted for review. 
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Due to problems relating to insecurity, 12 months extension of contract was requested 

and granted and the project was completed within this period. The contract agreement 

in the project file, Contract extension request and Certificate of practical completion 

were availed.  Due to contract extension, the contractor was not required to pay for any 

liquidated damages. 

 

The contractors did submit their registration with National Construction Authority 

(NCA) in respect of Water works. This was availed for review even during the audit 

and again it has been provided for review. The NCA certificate was part of the technical 

evaluations.  

 

The report on the utilization of provisional sum amounting to Kshs 26,346,356 has been 

submitted for review. 

 

 Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report. If the 

behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

 

4. Skip Loader Trucks 

During the financial year 2017/2018, the Executive had budgeted and procured 2 skip 

loader trucks and 14 garbage bins amounting to Kshs.29,905,600 to help in collection 

and management of garbage in Mandera town. However, physical verification carried 

out on 3 November 2018, revealed that the trucks had not been put into use and no work 

tickets for the two trucks were availed for audit review. The garbage collection bins 

were still lying at the store and thus the residents of Mandera County had not benefitted 

from the intended garbage collection project. 

 

In view of the foregoing, value for money for the expenditure of Kshs.29,905,600 could 

not be confirmed. 

 

Management Response 
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The reasons why the vehicles and the Bins were not in use are because the drivers were 

in Nairobi for training which was necessary because of the complexity of the machines 

operations and their safety precaution required. After the training ended the drivers were 

tasked to move the vehicles and the Bins to Mandera.  

It was also time consuming to identify and construct Bin house slabs for the 14 Garbage 

collection points in various places in the town. The erection of the bin slabs at the 14 

points will help the community utilize the Bins for their intended purposes and dispose 

the waste to the right place which will otherwise harm people around. Therefore, 

immediately after the work was completely done the trucks and Bins were 

operationalized. 

Despite all the delays, the vehicles are currently in operations.  

Committee’s Observations and Recommendations  

The committee noted that the response given by the management was satisfactory 

and mitigation measures noted. The committee therefore observed that the matter 

now stands resolved. 

 

5.0.  Use of Goods and Services - Unsupported for specialized materials  

Included in the use of goods and services of Kshs. 1,628,542,341 under Note 12 to the 

financial statements is Kshs. 479,440,082 in respect of specialized materials and 

services which in turn includes medical equipment and other specialized materials 

worth Kshs.172,059,142 from various suppliers. However, there was no evidence to 

confirm that the items were requested from the user departments hence it was not clear 

how the procurement of the equipment was initiated without the involvement of the end 

users. Further, some of the purchase orders lacked specifications for the items requested. 

Similarly, the payments lacked supporting documents such as tender evaluation minutes 

and inspection and acceptance committee report for the goods delivered contrary to the 

requirement of Section 48(3) of Public Procurement and Assets Disposal Act, 2015. 

Under the circumstances, it has not been possible to ascertain the probity of the 

expenditure of Kshs.172,059,142 as at 30 June 2018. 

Management Response 

The above 172,059,141.59 is made up of several payments made to several suppliers 

for medical items. Out of the above amount, Kshs 123,797,116.00 relates to supplies by 

Kenya Medical Supplies Authority (KEMSA). This being a government entity, County 

Ministry of Health usually prepare the detailed order from all the Health facilities in the 
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county and upload onto KEMSA website. The order is then supplied, delivered and 

invoiced. The payment is then made against those invoices. For other suppliers, again 

the ministry prepares the detailed orders for all the facilities and suppliers are done on 

Framework Agreement supported by LPOs. This has been itemized below and all the 

documents that were not availed for review have now been availed. 

SPECIALIZED MATERIALS 

DATE CB 

N

O. 

PAYEE/Sup

plier  

DESCRIPTI

ON 

AMOUNT OBSERVATI

ONS 

RESPONSE  

25.06.18 82

1 

KEMSA  Supply Of 

Pharma Items 

To All Health 

Centres 

           

61,531,919

.00  

no requisitions 

from +F7:F14 

user 

departments                               

no inspection 

and 

acceptance 

minutes/report                                             

no tender 

evaluation and 

awarding 

minutes 

attached                              

no contract 

agreement 

with KEMSA 

presented 

requisition was 

kept in file. 

it was availed 

for review 

19.10.20

17 

25

0 

KEMSA  Supply Of 

Pharmaceutic

al Drugs To 

Mcg 

           

32,993,202

.00  

requisition was 

kept in file 

31.01.20

18 

34

1 

KEMSA  Supply Of 

Drugs To 

Mcg 

           

29,271,995

.00  

requisition was 

kept in file it is 

has been 

availed for 

review 

 

29.06.18 90

9 

Green Life 

Pharma Ltd 

Supply Of 

Dental 

Equipment 

To Moh 

           

17,530,380

.45  

no requisition 

from user 

department                                  

no tender 

evaluation 

minutes 

attached                                        

no inspection 

and 

acceptance 

report  

Requisition 

and Inspection 

& acceptance 

certificate was 

kept in file 

it was availed 

for review 
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25.06.18 81

6 

Mandera 

Drugmart 

Supply Of 

Pharm Items 

To Mcrh 

             

9,229,500.

00  

no user 

department 

requisition 

was attached                                               

no tender 

evaluation 

minutes 

attached                                                        

no item 

schedule was 

attached to the 

LPO                                                       

no inspection 

and 

acceptance 

report 

Requisition, 

item schedule, 

evaluation 

minutes and 

Inspection and 

acceptance 

certificate 

were  kept in 

file 

it was availed 

for review 

25.06.18 81

5 

Nagelle 

Drugmart 

X-Ray Items 

To Mcrh, 

Elwak School 

             

5,549,754.

00  

no user 

department 

requisition 

was attached                                               

no tender 

evaluation 

minutes 

attached                                                        

no item 

schedule was 

attached to the 

LPO 

Requisition, 

item schedule, 

evaluation 

minutes  were  

kept in file 

it was availed 

for review 

29.06.18 88

4 

Lafey 

Chemist Ltd 

Supply Of 

Physiotherap

y Equipment 

             

5,000,000.

00  

no tender 

evaluation 

minutes 

attached                                                        

no item 

schedule was 

attached to the 

LPO 

 evaluation 

minutes  were  

kept in file 

it was availed 

for review 

25.06.18 81

1 

Greenlife 

Pharm Ltd 

Supply Of 

Pharmaceutic

al Items To 

Elwak 

             

3,538,050.

00  

no user 

department 

requisition 

was attached                                               

Requisition, 

item schedule, 

evaluation 
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no tender 

evaluation 

minutes 

attached                                                        

no item 

schedule was 

attached to the 

LPO 

minutes were 

kept in file 

it was availed 

for review 

29.06.18 87

0 

Atom 

Technologie

s 

Construction 

Of CCTV 

             

4,267,241.

40  

no certificate 

of 

incorporation 

of the supplier 

attached                           

no valid tax 

compliance 

certificate was 

attached                                                                

no inspection 

and 

acceptance 

committee 

minutes was 

attached 

the department 

of health have 

not made 

payment to 

Atom 

Technologies 

for 

construction of 

cctv 

it was availed 

for review 

25.06.18 80

8 

Arabia 

Drugmart 

Supply Of 

Drugs & 

Medical 

Supplies 

             

3,147,100.

00  

no user 

department 

requisition 

was attached                                                                                              

no item 

schedule was 

attached to the 

LPO 

Requisition 

and item 

schedule  were  

kept in file 

it was availed 

for review 

Totals 172,059,141.85 

 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 
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report to the Committee within 60 days from the adoption of this report. If the 

behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

  

 

 

 

6.0 Anomalies in the newly recruited staff personal file 

Audit review of 10 randomly selected personal files of employees recruited in the 

2017/2018 revealed some gaps in the documentation as analyzed below:- 

P/F 

NUMBER 

FULL NAMES 

 
DESIGANTION OBSERVATION 

21658970 Alio Issack 

Mohamed 

Watchman  no academic certificate filled 

and there was no certificate of 

good conduct filled 

22864829 Alio  Alinoor 

Sheikh 

Revenue collector No academic certificate filled  

32579635 Afandi Sharon 

  

Orthopedic Trauma 

Technician 

Academic certificates not 

certified, No Health Certificate  

33901220 Gosai Shamsa 

Alio 

Dental Technologist Academic certificates 

not  certified 

12427706 Ibrahim 

Mohamed 

Hassan 

Senior Support Staff Academic certificates not 

certified, certificate of good 

conduct and  secrecy act form 

not filled 

20332956 Ibrahim Hassan 

Alio 

Assistant Office 

Administrator  

Academic certificates not 

certified 

33345393 Abdullahi 

Ibrahim Abdi 

Registered Clinical 

Officer  

Academic certificate not 

certified 

  

The above observations is a clear indication that due diligence was not carried on the 

recruitment of the staff and there was no evidence indicating that hiring of employees 

was competitively done.  

Management Response 
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 Officers academic certificates are usually verified from their respective institutions 

of higher learning and KNEC by the CPSB, the responses are usually kept 

confidential by the CPSB and they can be obtained on official request. 

 Those who have no certificate of good conduct have applied online and are currently 

awaiting their original certificates from the DCI.  The staffs noted in your report are 

of lower cadre (support staff, watchmen) and usually have a difficulty in obtaining 

this document on time because the process involves online application and original 

certificate to be obtained from Nairobi for collection, hence it is costly. 

 Those who did not sign the prescribed Oath of secrecy forms have been called upon 

to immediately sign, they have complied. Health certificates have been filled 

accordingly. 

Committee’s Observations and Recommendations  

The Committee noted that the county did not undertake due diligence in the 

recruitment exercise.The Committee further noted that the County Government 

did not avail information to the auditor to show  that the recruitment process 

was competitively done.The Committee recommended that the County 

Government must always undertake competitive recruitment to attract qualified 

personnel.  

 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS 

 

1.0 Non establishment of Internal Audit Committee 

A review of the overall Internal control environment of the Executive as at the time of 

Audit revealed that the internal audit department was not functional as required by law 

and it has not yet constituted audit committee as required by Section 167(1) of Public 

Finance Management (County Governments) Regulations, 2015, which requires 

County Governments to establish an audit committee. 

In the absence of a functional internal audit department, the management can easily 

override controls in such instances, cases of fraud and errors may not be detected and 

corrected in a timely manner.  

Management Response 

The audit committee has not been established at the time of the audit. The county did 

advertise for this committee twice (4th August 2018 and as per attached advertisement 
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but received very poor response. The last advertise was made on 23rd February 2019. 

The county is in the process of finalizing their operationalization.  

Committee’s Observations and Recommendations  

The Committee noted that the Audit Committee had not been established in the 

County Government entity as required by PFM (County Governments) 

Regulations, reg. 167 and recommended that the Governor takes administrative 

and disciplinary action be taken upon the accounting officer for negligence of duty.  

 

2.0 Risk Management Policy Framework 

The Executive operated without a documented risk management policy framework 

contrary to the requirements of Treasury Circular No.3/2009 of 23 February 2009 which 

requires all heads of public institutions to develop and implement a risk management 

frame work as a fundamental step towards establishing an accountable and innovative 

public service. In addition, there was no effective reporting system that includes 

hotlines, report centers and whistle blower policy. 

Management Response 

 

No response.  

 

Committee’s Observations and Recommendations  

 

The committee noted that the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

    

3.0 IT Internal Controls 

Review of the County Executive’s ICT environment revealed that there was no formal 

approved ICT Policy in place as at 30 June 2018 which could include data security 

policy and disaster recovery plans. Further, formally documented and approved 

processes to manage upgrades made to all financial/performance information systems 

were not provided for audit. 

Under the circumstances, the organization may fail to undertake adequate measures to 

safeguard its resources in the event of unforeseen disasters. This would result to lack of 

a consistent approach towards addressing of and handling ICT issues due to lack of ICT 

policy. 
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Management Response 

 

Mandera County Government has a comprehensive ICT policy 2015 - 2020 

 

Committee’s Observations and Recommendations  

The Committee noted that the County Government had weak internal control 

systems arising from a lack of policies to guide operations and recommended that 

the County Government should develop a staff establishment, documentation 

management policy and risk management policy and submit a report to the senate 

within 60days of adoption of this report.



 

 

2.2. FINANCIAL YEAR 2016/2017 

        

The Governor of Mandera County, Hon. Ibrahim Ali Roba appeared before the 

Committee on 1st August, 2019 and 4th August, 2020 to respond (under oath) to audit 

queries raised in the Report of the Auditor General on Financial Statements for 

Mandera County Government for the Financial Year 2016/2017.  

 

Qualified Opinion  

 

1. Budgetary Control and Performance 

During financial year under review, the County Executive of Mandera budget was 

kshs.12,020,686,821 comprising recurrent amount of Kshs.4,781,866,139(39.8%) and 

Development budget of Kshs.7,238,820,682 (60.2%). out of the Kshs.7,238,820,682  

budgeted for development expenditure, Kshs.6,309,267,153 was allocated for ongoing 

projects out of which the county executive spent Kshs.5,002,620,531. 

The budget absorption for the year is as summarized below 

 

Votes Budget Kshs. Actual Kshs. Under 

absorption 

Kshs. 

Under 

absorption 

Kshs. (%) 

Recurrent  4,781,866,139 4,377,529,398 404,336,741 8.5 

Development 7,238,820,682 5,919,606,322 1,319,214,360 18.2 

TOTAL 12,020,686,821 10,297,135,720 1,723,551,101  

 

The County executive did not utilize kshs.1,723,551,101 from the amount budgeted 

however, the bank statement reflected a bank balance of kshs.1,646,195,726 as at 30 June 

2017. The difference of kshs.77, 355,375 has not been explained or reconciled. 

No explanation has been given for the underutilization of the budget and for not allocating 

funds to priority areas to enhance service delivery and avoid instance of idle funds.  

 

Management Response: 

The under utilization is attributed to delays in the disbursement of funds by the national 

treasury to Mandera County Government which affected execution of budgeted activities 

during the financial year under review. The above amount was fully committed but 

management were not able to release it the suppliers/contractors as the same was released 

to the County Treasury on 30th June 2017 (Kshs 1,546,130,988) and within few days of 

the release of fund IFMIS was closed.  
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The County Government of Mandera is guided by clear goals and objectives and spent 

enough on priority areas such as health services, agriculture, roads, water, sanitation, 

education and all other devolved functions.  All county development programs, including 

infrastructure, physical, social, economic and institutional development are guided by the 

County plans as enshrined in PART XI of the County Government Act, 2012. Management 

confirms that the County Government has carried out its developmental programs and 

achieved its priority.   

The difference noted by the Auditor General is part of own source Revenue shortfall. In 

the financial year under review, the County Government projected to collect Kshs 

265,643,523 but unfortunate county was unable to collect this amount having collected 

only Kshs 55m. 

 

Committee’s Observations and recommendations 

 

The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 

to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

The Committee further observed that there was under collection of revenue when 

compared with the targets for the financial year. The Committee recommended the 

County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act. 

 

 

2.   Fixed Assets Register 

The summary of fixed asset in Annex 2 Attached to the financial statements reflects a 

summary of fixed assets amounting to Kshs.16,482,306,740 as at 30th June 2017, which 
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relates to purchase of fixed asset such as lands, buildings and other civil works, intangible 

asset, transport equipment such as motor vehicle furniture and information technology 

equipment which were procured during the financial year under review. The balances and 

the nature of fixed asset disclosed were not supported with sufficient evidence since the 

county government of Mandera did not have an updated fixed asset register as required by 

section 136 of the PFM regulation, 2015. Further asset inherited from the defunct local 

authority has not been disclosed in the fixed asset register. 

Under the circumstances it has not been possible to ascertain the completeness and the 

accuracy of the balances and the nature of the fixed asset valued at Kshs 16,482,306,740 

disclosed in the financial statement as at 30th June, 2017. 

 

Management Response 

The county had a bit of challenges with Fixed Asset Register. This has been consistently 

high-lighted by the auditors. Last year the county formed a Directorate of Asset 

Management section within the Department of Accounting and Financial Services (headed 

by a director) with a responsibility of fully reconstructing the Fixed Asset Register and 

acquire Fixed Asset Management System for proper management of the county asset and 

in compliance with all the laws and regulations.  

 

The directorate so formed is in the process of reconstructing the register a fresh having 

already acquired the system.  The process of identifying, verification, coding, valuing, 

tagging and consolidating all the county government assets is currently on-going.   

Accordingly, the document presented to the auditors during the audit is draft document of 

the above on-going processes. The County has made a significant progress but have not 

fully finalized.   

Assets previously owned by the defunct local authority have not yet been fully handed over 

to the County Government and thus have not been incorporated into our financials. 

Committee’s Observations and Recommendations 

The Committee agreed with the audit findings and noted that this has been a 

persisting problem in the county. The committee recommended that administrative 

action be taken against the responsible officers and the action taken be reported to 

the senate within 60 days after the adoption of this report.  
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3. Unaccounted for Specialized Plant, Other Machineries  

a) Examination of payment vouchers and other related records revealed that County 

Government of Mandera procured radiology equipment for Elwak and Takaba 

Hospitals at a cost of Kshs 8,349,995 

However, Documentation to show the procurement was competitively sourced with a fair 

market price was not availed for audit review. There were no evidence for that the Goods 

supplied were inspected upon delivery and taken on charge in the stores ledger. 

b) Examination of payment vouchers and other related records revealed that County 

Government of Mandera procured oxygen plant for Takaba Hospital at a cost of 

Kshs 8,600,000 

However, there were no documentation to show the procurement was competitively 

sourced and at the fair market price.  

According to the company that was sub-contracted to do the delivery and installation, 

Nairobi Enterprise Ltd, The Oxygen plant was not installed due to lack of Plant house and 

three phase power as at the time of delivery, it was not clear why the management did not 

cater for such expectation when doing requisition, as procurement is to be done with proper 

analysis of end user needs. 

 Under the circumstances where proper regulations are not adhered to in the procurements 

process, the procuring entity may have not gotten value for money and consequently 

wastage of public resources. 

 

Management Response 

The County Government procured radiology equipment and Oxygen Plant for Elwak and 

Takaba Hospitals. The supply of Radiology equipment for Takaba and Elwak Hospital 

amount to 3,000,000 whereas the supply of oxygen plant amount to 8,600,000 totaling to 

11,600,000 not 16,949,995 as captured in the Audit report. The procurement of the said 

equipment was competitively sourced as per public procurement and Disposal Act of 2015. 

The supply was inspected, received and taken on charge. The procurement documents 

including advertisement, opening minutes, opening register, evaluation minute, tender 

committee minutes, award letter, agreements, inspection and acceptance certificate, S13, 

S11 and S3 cards have been availed for review 
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 Regarding the installation of the oxygen plant at the Takaba Diagnostic centre, the Oxygen 

was not installed at the previously designated facility.  After the delivery of the Oxygen 

plant, it was determined by County Health Management Team (CHMT) that this plant will 

have an optimal utilization at Mandera County Referral Hospital. Accordingly, 

management decision was taken to transfer and install the Oxygen Plant at Mandera County 

referral Hospital. The equipment was inspected, received and taken on charge as required 

by the procurement laws and regulations. Management regret that this transfer from Takaba 

to Mandera was not brought to the attention of the Auditor General at the time of the Audit. 

A copy of the minute of the County Health Management Team (CHMT) on transfer of the 

Oxygen plant from Takaba to Mandera was availed for review. 

 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

  4.  Unsupported Medical Insurance Cover  

Examination of payment vouchers and supporting documents revealed that contract 

amounting to Kshs.118,966,462 was awarded to British American Insurance Co. Ltd for 

staff medical cover for the financial year under review. As at 30 June 2017, an amount of 

Kshs.19,911,981 had been  paid to the company. However, it was observed that the 

payment was not supported with contract agreement. Although according to the pricing 

schedule form, the total number of staffs insured were 1176 it was not supported by list of 

employees as a basis for setting the total premium payable and copy of insurance policy to 

show terms of reference.  

 

Under the circumstances, the propriety of the expenditure of Kshs.19,911,981 incurred on 

medical insurance cover could not be ascertained as at 30 June 2017. 

 

Management Response 

No written  Response 
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Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

4. Renovation & Rehabilitation Works/Services 

5. Examination of payments vouchers, supporting documents and other records held at the 

County Government of Mandera revealed that the entity made final payment amounting 

to Kshs 18,199,969.8 for renovation of Mandera County Referral Hospital to M/s Zulfa 

construction Ltd. However, the payment was not supported with certificate of practical 

completion from the ministry of public works as required. 

 

Consequently, it has not been possible to ascertain that renovations worth Kshs 18,199,969 

of Mandera County Referral Hospital was done according to specifications and the county 

got value for money in the transaction. . 

 

Management Response 

 The certificate was available in the departmental project file but was not presented during 

audit.  

 

Committee’s Observations and Recommendations  

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

T6. Unaccounted for Furniture and General Equipment 

Scrutiny of records held at the county Executive of Mandera revealed that during the year 

under review the Executive procured office furniture and other equipment such as metallic 
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cabinets totaling Kshs. 26,902,364 from various suppliers. However, in some cases the 

items were received vide S13 counter receipt voucher but not taken on charge in stores 

ledger, there were no request from the user departments, the unsuccessful bidders were not 

notified and there was no documentary evidence to show that the items were issued out 

vide S11. Further, in some cases the payments were not supported by inspection and 

acceptance report verifying whether the items bought met the required specifications as 

required. 

 

In the view of the foregoing. The propriety and value for money of the payments of 

Kshs.26,902,354 could not be confirmed as at 30 June 2017. 

 

Management Response 

 No written response  

 

Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

7. Unaccounted for Specialized Materials 

During the year under review,  County Executive of Mandera awarded contracts amounting 

to Kshs.86,141,437 to suppliers for supply of pharmaceutical and non-pharmaceuticals 

goods, supply of sterilization machine and laboratory reagents. However, most of the 

supplies were directly delivered to sub-county health centers and dispensaries by the 

merchants and delivery notes signed by either nurses, clinical officers or community health 

workers. The supplies were not taken on charge in stores records and were not issued out 

vide counter requisition and issue vouchers (SII) as required. Further, there was no 

evidence to confirm that the items were requested from the user department nor were 

inspection and acceptance committee certificates made available for audit scrutiny. 

 

Consequently, the propriety and value for money of the expenditure totaling 

Kshs.86,141,437 could not be confirmed as at 30 June 2017. 

  

Management Response 

The suppliers did deliver pharmaceutical and non-pharmaceutical to the various health 

facilities within Mandera County. This was meant to speed up supplies to the health 

facilities to avoid shortage in many of the rural health facilities. The county believe this 
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was more efficient.  However, the goods were inspected, received and taken on charge as 

required by the procurement procedures.  The items were formally requested for by the 

user department and therefore it is our submission that S13, S3 cards and S11 were 

available at the facilities but were not attached to the payment voucher.   

 

Committee’s Observations and Recommendations  

The Committee observed that there was a breach of procurement laws and 

procedures which may have resulted to loss of public funds and recommended that 

the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services.   

  

 

8. Training Expenses 

A review of the expenditure for training revealed that the County Executive of Mandera 

incurred an expenditure of Kshs.14,983,500 on training. The payments were however not 

supported with invitation letters, training programs and attendance register. Further, no 

written contract agreements were entered between the County Executive and the 

consultancy firms that were providing the trainings to show that the consultancy firms 

provided the training services.  

 In the view of the anomalies, the payment of Kshs.14,983,500 and whether the services 

were rendered could not be confirmed as at 30 June 2017. 

 

Management Response  

No written submission  

 

Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

9. Constructions of Civil Works 

During the year under review, the County Executive of Mandera spent Kshs.141,218,715 

on construction of civil works such as construction of Earth pans. However, the following 

anomalies were observation : - 

i. There were no contract agreements made between the Executive and the firms 

contracted to provide the services 
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ii. In some cases, there were no tender advertisement notice supporting the payment  

iii. Tender opening registers, Evaluation and tender opening minutes were not availed 

for audit review  

iv. Inspection and acceptance certificates with the site handling reports were not used 

to support the payment and were not made available for review to confirm the 

projects completed effectively  

v. Practical /interim certificates showing that the projects were complete were not 

made available for audit verification in supporting the payment vouchers 

Consequently, the authenticity and validity of the payments of Kshs.141,218,715 for 

construction of civil works could not ascertained as at 30 June 2017. 

 

Management Response:  

These are 6 (Six) water related projects undertaken by various companies. The projects 

files containing all the above documents were not availed at the time of the audit as they 

were at the department. Further the said documents were not attached to the payment 

vouchers. Copies of the site handover reports, contract agreements, tender advertisements, 

tender opening registers, opening minutes, evaluation reports, inspection and acceptance 

reports and certificates of practical completion have been submitted to the auditor for 

review.  

 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

10. Drought Contingency Services 
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The Mandera County Executive spent Kshs.22,188,715 on Drought Contingency services 

such as water tracking services to various settlements within the County. However, the 

following anomalies were noted; 

i. There was no written contract agreement entered and signed between the County 

Executive and the firms contracted to provide water tracking services 

ii. Log books and Work tickets showing the movement of motor vehicles supplying 

water to various centers were not made available for audit review.  

iii. Copy of the vehicles’ drivers driving licenses were not used to support the payment 

to proof the work was done 

iv. The invoices and delivery notes for the water tracking were not provided for audit 

scrutiny. 

Under the circumstances, it has not been possible to confirm that the expenditure of 

Kshs.22,188,100 incurred on drought contingency was as a proper charge on public funds 

as at 30 June 2017. 

 

 Management Response  

No written response 

 

Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

11.0 Unaccounted for Expenditure 

11.1 Unaccounted for Fuel  

 Examination of fuel records revealed that fuel worth Kshs.6,300,000 procured during the 

financial year had various anomalies. Fuel register was properly maintained as the 

registration number of the vehicles which purportedly drew the fuel was not reflected, date 

and litres of fuel drawn and detail order, delivery notes and work tickets number to support 

the fuel consumption was not recorded.The LPOs against which the fuel was drawn and 

paid were not recorded in the register. Further, the original work tickets of the vehicles 

which drew the fuel were not made available for audit scrutiny. 

 

In consequence, the propriety of the expenditure of Kshs.6,300,000 could not be 

ascertained and the fuel remains unaccounted. 

 

Management Response:  
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These are six (6) supplies made by various companies. 

 

The documents mentioned by the auditors were not attached to the payment vouchers at 

the time of the audit but were available in the departmental stores files during the audit 

period. Copies of the S11, S13, S3 Cards (store ledgers) and inspection and acceptance 

have since been submitted to the auditor for review.  

 

Committee’s Observations and Recommendations  

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

11.2 Unaccounted for General Supplies  

Examination of payments vouchers, supporting documents and other records held at the 

County Executive pertaining to procurement of general supplies totaling Kshs.11,754,000 

from various suppliers revealed that the stores were received vide counter receipt vouchers 

but were not taken on charge in their respective stores ledgers and there was no 

documentary evidence availed to confirm that they were subsequently issued to the users 

vide issue notes. 

It was also noted that payments were made without inspection and acceptance certificate 

of the goods supplied upon delivery and inspection by inspection and acceptance 

committee. 

  

Under the circumstances, the amount of Kshs. 11,754,000 purported to have been used for 

general supplies could not be accounted for as at 30 June 2017.  

 

Management Response  

No written response  

 

Committee’s Observations and Recommendations  
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The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

11.3. Unaccounted for Prime Cost and Provisional Sums 

 

Evaluation of bill of quantities for projects funded by Mandera County Executive of 

Mandera for the year under review shows that prime costs and provisional sum on two (2) 

projects implemented did not specify the breakdown of works to be done. The following 

issues were also observed: -  

  

Idow trading company Ltd made provisions for Project Management, Contingencies and 

Electrical installations works totaling Kshs1,000,000 and Salan Company Ltd did the same 

for Residence Miscellaneous Account, Contractor’s Overhead and Profit, Attendance 

Engineer’s Supervisory Staff totaling Kshs.2,750,000. However, the following 

observations were made;  

i. There was no full description on project management, Residence Miscellaneous 

Account and Attendance Engineer’s supervisory staff in the bill of quantities after 

completion of works. 

 

ii. There was no clarification on what eventually comprise of contingencies figure in 

the bill of quantities after completion of works 

 

 

iii. Complete description of electrical works provisions was not provided. 

 

iv. In two instances provisional sums were added as a profit component (i.e. 

contractor’s overhead and profit).  

v. The prime and provisional sums were not accounted for. 

As a result, the expenditure of Kshs.3,750,000  could not be confirmed as at 30 June 2017. 

 

Management Response 

 

The breakdown of the prime costs and the provisional sums of the projects pertaining to 

construction of Khalalio - Sala Road and Construction of Chain Link fencing of Elwak 

airstrip in Mandera South Sub-County was not provided. The Items description captured 

in the BQs of the two projects were guided by the Standard Specification for Road and 
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Bridge Construction of 1986. The detailed specification for supervision allowances and 

project management has been provided.   

 

The expenditures on attendance to engineer’s supervisory staff and miscellaneous account 

covers allowance for security personnel, accommodation for supervisory staff, provision 

of safety gears,  computers, furniture and other office equipment. The contractor had 

supplied these items as per the instruction given by the County Engineer.  A copy of the 

instruction letter, S11, S13 and S3 Cards supporting the payments are have been provided.  

 

Further, the detailed specification for project management money for the chain link fencing 

of the new Elwak Airstrip has been provided.  

 

Regarding the sum meant for Contingencies and Electrical Installation, the amount has not 

been utilized as evident in the fourth payment certificate to M/s Idow Trading Company 

Limited. The payment certificate has been submitted.  

 

Committee’s Observations and Recommendations  

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

11.4. Irregular and Unaccounted for Bush Clearing Services 

The County Executive of Mandera made payments of Kshs.23,757,747 for procurement of 

bush clearing services. A review of the records for the expenditure revealed that request 

for quotation mode of procurement was used in sourcing for service providers, and local 

service orders used were not acknowledged by the suppliers, neither were   contract 

agreements signed by the parties involved. Payments were made without an inspection and 

acceptance committee certificate. 
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In the absence of the contract agreement and the suppliers not acknowledging the local 

service order, it was not possible to confirm if the services were provided and therefore the 

authenticity of the payments could not be confirmed. 

In view of the foregoing, the propriety and value for money for the expenditure of 

Kshs.45,561,747 could not be ascertained as at 30 June 2017. 

Management Response  

No written response 

 

Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

12. Pending Bills 

The County Executive of Mandera had accumulated pending bills amounting to           

Kshs.1,838,968,034 as at 30 June 2017 vide Annex 1 to the financial statements. However, 

audit review of the pending bills schedule provided did not indicate the age analysis and 

therefore it was not possible to ascertain how long the debts had been outstanding. Further, 

there were no supporting documents such as invoices, demand notices or suppliers’ 

statements provided for audit verification nor approved budget for the bills 

In addition, had the bills been paid and charged to the 2016/2017 accounts, the financial 

statements would have reflected a deficit of Kshs.123,141,992 and not a surplus of Kshs. 

1,715,826,042 as shown in the financial statements casting doubts on the authenticity of 

the pending bills. 

Consequently, it has not possible to confirm the accuracy, completeness and validity of the 

pending bills (accounts payables) of Kshs.1,838,968,034 as at 30June 2017. 

Management Response 

The Pending bills consist of unpaid liabilities at the end of the financial year 2016/17 

arising from contracted goods or services during the FY 2015/16. Accordingly, it was 

budgeted for and itemized in 2017/18 budget as payable from previous financial year.  

Pending bills do not involve the payment of cash in the reporting period, they are recorded 

as ‘memorandum’ or ‘off-balance’ items to provide a sense of the overall net cash position 

of the entity at the end of the year thus did not affect financial statement for 2016/17. 
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However, Pending bill form a first charge to FY 2017/18 budget and payments included in 

the statement of receipts and payments for FY 2017/18. It’s also worth mentioning that the 

bulk of these pending bills are due to delay by the National Treasury to release funds to 

Mandera County Government. Kshs 1,546,130,988 of equitable share of revenue for 

financial year 2016/2017 were released to the county on 30th June 2017 and county was not 

able to disburse this amount before the close of the financial year. Accordingly the county 

closed the FY with the liability of 1,838,968,034 and asset of Kshs 1,715,826,042 billion 

in the bank.  

 

Each item of the pending bill in the annexure is supported by payment voucher with the 

attached contracts, LPOs, LSOs invoices and delivery note (where supplies were 

involved). The Payment vouchers have since been availed to the auditors for review to 

confirm the accuracy, completeness and validity.    

 

Committee’s Observations and Recommendations  

 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from supplies, may 

distorts the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The County Government should prepare a debt management strategy every 

financial year. 

 

The committee also observed that the National Treasury has continued over the 

recent years to disburse funds to counties contrary to approved schedules set out by 

CARA, in contravention of Article 219 of the Constitution. This breach has led to late 

release of substantial cash disbursement towards the last weeks to closure of financial 

years portraying counties as entities have no capacity to absorb monies disbursed to 

them. This has also led to accumulation of huge pending bills and portrays the 

incorrect position of surplus in the Financial Statements.  The committee 

recommended that the Cabinet Secretary for National Treasury should strictly 

adhere to release of funds to county Government entities as per the approved cash 

disbursement schedule as approved by the Senate. 
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OTHER MATTERS 

1. Recurrent Expenditure 

The actual expenditure on recurrent for the financial year 2016/2017 stood at 

Kshs.4,377,529,398 against  Recurrent Budget of Kshs.4,781,866,139 resulting into  an 

under absorption of Kshs.404,336,740 of the budget as detailed below. 

  

Departments/Sectors 2016-2017 

Budget (a)  

Kshs. 

2016-2017 

Actual (b) 

Kshs. 

Under 

absorption      

( Budget-

Actual) c=a-

b 

Kshs. 

% under 

Absorption 

D=c/a 

County Assembly                          

700,168,112  

            

572,844,685 127,323,427 

 

18.2% 

Agriculture Livestock 

and Fisheries  

                           

148,498,689 

            

148,498,689 

 

0 

 

0% 

Education, Culture 

and Sports 

                          

422,768,826 

            

324,268,826 

 

98,500,000 

 

23% 

Gender, Youth and 

Social Service 

                            

67,419,240 

              

67,419,240 0 0% 

Finance, Economic 

Planning, ICT and 

Special Program 

                          

762,300,470 

            

722,996,469 

 

39,304.001 

 

5% 

 

Health Services 

                       

1,074,458,125 

            

1,021,139,659 

 

53,318,466 

 

5% 

Trade, Investments 

Industrializations and 

Cooperative 

Development 

                            

39,117,869 

              

39,117,869 

 

0 

 

0% 

Lands, Housing and 

Physical Planning 

                            

60,511,812 

              

60,511,812 

 

0 0% 

Office  of the 

Governor and Deputy 

Governor 

                          

293,675,475 

            

286,980,475 

 

6,695,000 

 

2% 
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County Public Service 

Board 

                            

63,735,024 

              

63,735,024 

 

 

0 

 

0% 

Public  Service, 

Management and 

Devolved Unit 

                          

558,615,431 

            

536,513,505  

 

22,101,926 

 

4% 

Public Works Roads 

and Transport 

                            

125,667,635 

              

121,167,635  

 

4,500,000 

 

3.4% 

Water, Environment  

and Natural Resources 

                          

464,929,431 

            

412,335,510 

 

52,593,921 

 

11% 

 

Total 

 

4,781,866,139 

 

4,377,529,398 

 

404,336,741 

 

8% 

 

From the above analysis, it’s evident that the county government underspent on most of 

the budget lines with the department of county assembly leading with the highest amount 

of un-utilized fund amounting to Kshs.127, 323,427.this is indication that the funds 

budgeted to improve the lives of the community were not put into proper use for service 

delivery hence resulting to idle funds. 

The county executive did not give any explanation why the funds budgeted were not fully 

utilized. 

 

Management Response: 

 

There was Own Source Revenue shortfall resulting in under absorptions of the budget. The 

reasons for Own Source Revenue under performance are high-lighted in another section of 

this document. 

 

The underutilization is further attributed to delays in disbursements of funds by the national 

treasury to the County which affected execution of budgeted activities during the financial 

year under review.  

The remaining balance of recurrent expenditure budget was fully committed but we were 

not able to make payments to the suppliers/contractors as the fund was only released to the 

County Treasury on 30th June 2017 (Kshs 1,546,130,988) and within few days of the 

release of fund IFMIS was closed.  

 

Committee’s Observations and Recommendations  
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The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 

to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

The Committee also observed that there was under collection of revenue when 

compared with the set target in the year under review. The Committee 

recommended the County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act. 

 

 

2. Development Expenditure 

Development Expenditure by Departments/Sectors 

 

 

 

 

 

Departments/Sectors 

2016-2017 Budget 

(a)  

Kshs. 

2016-2017 

Actual (b) 

Kshs. 

Under 

absorption( 

Budget-

Actual) c=a-b 

Kshs. 

% under 

Absorption 

D=c/a 

 

 

County Assembly 

                         

155,924,818 

                

71,906,463.45 

 

84,018,354.55 

 

53.9% 

 

Agriculture Livestock 

and Fisheries  

                         

422,324,123 

              

316,727,141.11 

 

105,596,975 

 

 

25% 

 

Education, Culture and 

Sports 

                         

304,951,011 

              

275,348,505.43 

 

29,602,505.57 

 

9.7% 
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Gender, Youth and 

Social Service 

                           

59,069,286 

                

55,343,902.57 

 

3,725,383.43 

 

6.3% 

Finance, Economic 

Planning, ICT and 

Special Program 

                     

  294,569,131 

           

258,752,201.26  

 

35,816,929.74 

 

12.2% 

 

 

Health Services 

                         

830,271,779 

              

783,346,692.41  

 

46,925,026 

 

6% 

Trade, Investments 

Industrializations and 

Cooperative 

Development 

                         

364,580,097 

             

282,970,490.71  

 

81,609,606.29 

 

22.4% 

 

Lands, Housing and 

Physical Planning 

                           

139,796,155 

                

106,339,700.25 

 

33,456,454.75 

 

        23.9% 

Office  of the Governor 

and Deputy Governor 
                                            

-        

County Public Service 

Board 
                                            

-        

Public  Service, 

Management and 

Devolved Unit 

                         

204,392,239 

              

147,307,033.46 

 

57,085,205.54 

 

27.9% 

 

Public Works Roads 

and Transport 

                      

2,444,697,665 

           

1,789,175,869.20 

 

655,521,795.8 26.8% 

Water, Environment  

and Natural Resources 
                      

2,018,244,379 

           

1,832,388,315.79  

 

185,856,063.21 

 

9.2% 

 

Grand Total 

             

7,238,820,682  

    

 5,919,606,322 

 

1,319,214,360 

 

18.22% 

 

The county overall development budget was Kshs.7, 238,820,682 for financial year 

2016/2017. Out of this, an amount of Kshs.5, 919,606,322 was spent within the financial 

year. This represented an absorption rate of 81.8% of the development budget. Overall the 

county government did not utilize a total of Kshs.1, 319,214,360 representing 18.2% of the 



 
 

199 
 

county government development budget. This has led to idle funds not put into proper use 

for service delivery. 

No explanation has been for the under absorption of the funds for service delivery to the 

county residents. 

 

Management Response:  

The underutilization is attributed delays in the disbursement of funds by the national 

treasury to Mandera County Government which affected execution of budgeted activities 

during the financial year under review. The entire budget was fully committed but we were 

not able to release it the suppliers/contractors as the same was released to the County 

Treasury on 30th June 2017 (Kshs 1,546,130,988) and within few days of the release of 

fund IFMIS was closed.  

 

Committee’s Observations and Recommendations  

The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 

to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

 

3. Public participation in the budgeting process 

During the financial year under review, audit scrutiny of budget process revealed that the 

county executive of Mandera placed an advertisement on daily nation on 20 February, 2017 

inviting members of the public to participate on budget hearing in all the six sub counties, 

however no documentary evidence was made available to show that indeed the 

communities were involved during the budget process. Further as required by regulation 

all the departments in the county should be involved in submitting their budget proposal 

estimate to county executive committee before consolidated budget is taken to county 

assembly for approval. However no documentary evidence was availed to show that the 

department was involved in budget making process is all inclusive. 
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In the view of the foregoing, it has not been possible to ascertain whether the public and 

the county government departments had an opportunity to participate in the budget 

preparation process to reduce wastage. 

 

Management Response:  

The budget making process in Mandera County Government is all inclusive. The process 

is very elaborate starting with budget circular issued by the County Treasury on 31st 

August, Annual Development Plan (ADP) on 1st of September, County Budget Review and 

Outlook paper (CBROP) on 30th September County Fiscal Strategy Paper (CFSP) on 28th 

February each year and culminating in the submission of the Budget estimate to the County 

Assembly. At every stage in these processes the departments are fully involved and thus 

there cannot be a budget without submissions from each ministry in terms of what they 

plan to undertake as per their plans (CIDP and ADP). All these above documents are 

approved by the County Executive before they are submitted to the County Assembly. At 

the time of the audit, there was no request for submissions by the departments or Public 

participation report.  

 The County conducted public participation consistently in all the sub-counties.  The public 

are invited through national dailies as well as local FMs as confirmed by the auditors in 

their report. The report from each of the Sub-counties has been availed to the auditors. 

 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

4. Revenue Under collection 

During the financial year 2016/2017, Mandera county Government had a total receipts of 

Kshs.10,044,714,658 out of which total local revenue collected for the year was 

kshs.55,843,625 against the county budget of Kshs.265,643,523 as locally generated 

revenue. further, this resulted to unexplained revenue shortfall of kshs.200,799,898 and 

hence registered a decrease of ksh.24,175,972(30%) compared to previous financial years 



 
 

201 
 

collection of Kshs. 80,019,597.00. No explanation was provided for the cause of the 

decline in the collection of revenue. 

 

Management Response 

Mandera County’s own source revenue did not achieve its revenue target. Various 

factors are responsible for this missed target including; Insecurity, Closure of Quarries 

and Closure of the Boarder with Somalia.  

The closure of the Quarries as well as closure of cross border trade had a huge impact 

on own revenue due to its multiplier effect on several other sectors such as 

construction sector, transport sector hardware sector and Single Business Permit.  

The revenue budget was premised on the county being able to collect revenue from 

revenue streams such as Sand quarry, stone quarry and Single Business permit for 

these businesses as well cross boarder trading activities.  

Unfortunately, both these major revenue sources have remained closed to date. The 

county hope that the National Government will open the boarder and quarry business 

so that the people of Mandera can benefit from these business activities.   

Management have since introduced revenue automation with funding from Kenya 

Devolution Support program, recruitment of additional staff expected to come on 

board by 1st of July 2019, exploring new revenue streams, retraining and capacity 

building for old staff as well as the newly recruited ones. The county has also revised 

some of its rates in Finance Act 2018 and already seeing some good progress. As a 

result, county revenue collection for 2018/2019 was Kshs 95 million which represent 

56% on 2017/2018. County expect to remain on the same trajectory.  

 

Committee’s Observations and Recommendations 

The Committee observed that there was under collection of revenue when compared 

with the last financial year. The Committee recommended the County Government 

to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act. 

 

5. Stalled Construction 
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During the financial year 2013-2014, the county executive of Mandera initiated six flagship 

projects. Physical verification of the different projects carried out between 6 and 7 

December, 2017 revealed that out of the six projects, five projects initiated at contract sums 

amounting to Kshs.1, 207,248,076 by the County Excusive of Mandera had stalled and 

contractors were not on site. Further, project files availed for audit could not ascertain the 

payments on individual projects as at a time of audit because they lacked statement on 

account.  

A tabulated list of the projects and their status is as below: 

 

 Project 

Title/ 

Location/ 

Site 

Contractor Contract 

Sum 

Kshs. 

 

Commencem

ent date 

End date status 

1 Construction 

of County 

Headquarters

, Mandera. 

MCG/133/13

-14 

M/s Green 

County 

Constructio

n Co, Box 

290,230,79

0 

 

09/06/2014 

 

 

26/08/2016 Concrete 

works to first 

floor slab. 

Works have 

stalled since 

October 2015. 

Overall status: 

- 40% 

complete. 

2 Construction 

of the 

Governor's 

Residence, 

Mandera. 

MCG/134/13

-14 

M/s Seo & 

Sons Ltd. 

Box 

198,651,92

0 

09/06/2014 

 

 

26/08/2016 Works have 

stalled since 

October 2016. 

Overall status: 

- 70% 

complete. 

4 Construction 

of County 

Rest House, 

Mandera. 

MCG/136/13

-14 

M/s Diwafa 

Investments 

Ltd, Box 

293,717,52

1 

09/06/2014 

 

 

26/08/2016 Works have 

stalled since 

October 2016. 

Overall status: 

- 80% 

complete. 
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The above projects have stalled and therefore have been abandoned by the contractors since 

they are not on site. No claims for liquidated damages on the projects had been made as at 

the closure of the financial year. Failure to complete projects results in wastage of public 

funds and no value for money is achieved in such projects. No explanation was given as to 

why these projects have stalled. 

 

Management Response 

These projects are County Headquarter, County Assembly Headquarter, Regional 

livestock Market, County Hotel and Governor’s residence. These projects were initiated 

by the County Government in 2013/2014 financial year and that they were expected to 

be completed within a period one to two years. However, these projects ran into myriad 

of problems right from the start most particularly security related challenges. Due to 

lack of capacity in the local area, both labour and the supervision of these projects 

heavily relied on non-local work forces. At the time, Mandera County and particularly 

Mandera town was the scene of the persistent terror attacks. Every time there was a 

security incidence, the entire work forces together with the supervising consultant 

would be evacuated from Mandera. The projects would then be abandoned for several 

months and would lie idle. 

After many months of lull, the contractors would mobilize again and another terror 

attack would happen and the cycle would repeat itself. This problem resulted in the 

project being delayed and new and unforeseen cost started to creep in. The contractors 

started to demand for projects variations to reflect the new emerging challenges. These 

problems explain why the projects delayed as some of the Contractors started 

demanding for variations and idle time billing. 

5 Construction 

of County 

Assembly, 

Mandera. 

MCG/137/13

-14 

M/s Bayan 

Constructio

n Co. Box 

45107 -

00100 Nbi. 

229,681,68

0 

09/06/2014 

 

 

26/08/2016 Works have 

stalled as at 

time of audit.  

Overall status: 

- 70% 

complete. 

6 Construction 

of Regional 

Livestock 

Market, 

Mandera. 

M/s Lakole 

Bld. Constr. 

194,966,16

5 

Nov/2014 

 

21/10/2016 Works have 

stalled since 

October 2016. 

Overall status: 

- 40% 

complete. 



 
 

204 
 

No claims for liquidated damages were made to the contractors due to lack of completion 

of projects on time.  Because, the reasons for delay as stated above were terror attacks and 

attributed to other unforeseen circumstances i.e.  Force majeure.  The Clause 9.2 of the 

conditions of contract indemnifies the contractors from paying the liquidated damages in 

case of unforeseen circumstances.   

 

An extract of pages 25 and 26 of the conditions of contract and payment status of all stalled 

projects as on June 2016 has been provided to the auditors.   

 

Due to the reluctance by the contractors to re-mobilize, all the projects were terminated re-

advertised in an open tender, awarded and all are progressing well.  

 

Committee’s Observations and Recommendations  

 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys; Projects 

that have been started should be completed to ensure there is value for the money 

invested County complete the project  and report progress within 60 days of 

adoption  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

6. Unutilized or Idle Project 

During the financial years 2013-2014 and 2014-2015, the county executive of Mandera 

implemented and paid for projects amounting to kshs.93, 226,984 as tabulated below. 

Name of the projects  Description/Activity Amount 

  Kshs. 
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Ward Administration 

Office 

Proposed construction of ward 

Administration office at Derkale 

9,537,543 

Ward Administration 

Office 

Proposed construction of ward 

Administration office at Kiliwehiri 

6,012,755 

Ward Administration 

Office 

Proposed construction of ward 

Administration office at Dandu 

9,313,176 

Ward Administration 

Office 

 

Proposed construction of ward 

Administration office at Lagsure 

8,515,398 

Ward Administration 

Office 

Proposed construction of ward 

Administration office at Lagsure 

8,515,398 

Sukela Tinfa Dispensary Proposed construction of sukela tinfa 

Dispensary 

8,327,918 

Wargadud Health Center Proposed construction Health center 43,004,796 

 Total 93,226,984 

 

However, physical verification carried out on 6th and 7th December, 2017 established that 

the administration offices and health dispensaries had not been put into use almost two 

years since they were completed. Further, it was also observed that the projects were not 

labeled. 

 

Under the circumstances, the county executive and county residents have not gotten value 

for money from the idle projects implemented at a cost of kshs.93, 226,984 as at 30 June 

2017 

 

Management Response 

 

Due to capacity challenges, project implementations were rather too slow posing minor 

challenges of small liabilities on those projects. Accordingly, at the time of audit the 

projects had not been fully handed over to the County Government. The county has since 

addressed all these challenges and operationalized all the facilities.  
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For most of the dispensaries and other Health facilities were complete and ready for 

utilization but we were unable to attract Health Sector Work force due to security 

challenges where very regrettably non-local work force have become targets of terror 

attacks.  

 Despite all the above challenges, management has now operationalized all the facilities 

and have been put to good use.  

 

Committee’s Observations and Recommendations  

 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested and report progress to Senate within 60 days for adoption. 

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

7. Delayed Construction of Accident and Emergency Centre at Mandera Referal and 

Elwak Hospitals 

During the year under review, the County Executive of Mandera advertised two tenders in 

relation to construction of accident and emergency centers at Elwak and Mandera Referral 

Hospitals at total cost of Kshs.393,134,730 as follows;  

 

a) Tender for construction of accident and Emergency centre at Elwak Referral Hospital in 

Mandera North Sub-County, was advertised in the standard newspaper dated 5 April 2016, 

and addendum on 6 April 2016.Only one bidder was alleged to have submitted abid and 

thereafter evaluated and awarded the contract, however no tender opening minutes and 

register was availed for audit review. 
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Further, the project was expected to be completed on 3 March 2017 according to contract 

agreement dated 3 June 2016, and as at the time of audit on 7December 2017 the project 

was still on going and there was no extension for the same. 

 

b) Tender for construction of accident and Emergency centre at Mandera Referral Hospital 

in Mandera County, was advertised in the standard newspaper dated 15 May 2016. 

However, only one bidder was alleged to have submitted abid and thereafter evaluated and 

awarded the contract. It was noted that there were no tender opening minutes and register 

to confirm the same. 

 

The contract agreement was entered on 3 June 2016 and was valid up to 3 March 2017, 

However, physical verification carried on 11 December 2017 revealed that the project was 

still on going and behind schedule there were no extension availed for audit review. 

  

In view the anomalies and due to delays, the project may not be completed within the 

stipulated time and it may attract variations in case the cost of construction increases in the 

future than the contracted amount of Kshs.393.134,730 as at 30 June 2017.   

 

Management Response 

The two projects were behind schedule at the time of the audit. This was caused by frequent 

security incidences that always disrupt the supplies of labour forces particularly the non-

locals. However, these projects are now complete and installation of medical equipment is 

on-going. Recruitment of more staff and specialist too is on-going and the people of 

Mandera County will reap the benefits very soon. Accordingly, the projects are expected 

to be operational very soon. 

 

The tender opening registers, tender opening minutes and the extension of agreement were 

available in the departmental project file during the review but were not presented during 

audit. These have since been submitted to the auditors. 

 

Committee’s Observations and Recommendations  

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  
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 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

8. Substandard Construction Works 

During the financial year 2013-2014 County Executive of Mandera awarded a contract 

amounting to Kshs.55,622,024 for construction of diagnostic center at Takaba Sub-County 

and Theater block at Banissa Sub-County. The following observation were made: 

 a) Construction of Diagnostic Center at Takaba Sub-County-Kshs 34,490,815 

During the financial year 2013-2014, the County Government of Mandera awarded the 

tender to M/s Warda Holdings limited for construction of Medical Diagnostic center at 

Takaba Sub County at a contract sum of Kshs.34,490,815. However Physical verification 

done between 6 and 7 of December, 2017 revealed the following: - 

i. The contractor did not include the drainage system that is used to get rid of human 

waste and other waste thus making it difficult for the user department to use the 

facility  

ii. Plumbering works was not done as per the bill of quantity 

iii.    The walls had cracks and the floors tiles were peeling off. 

iv    Due to poor workmanship the concrete roof slab roofing made the facility not fit for 

use, as it was leaking during the rainy season. 
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b) Construction of Theatre Block at Banissa Sub-County 

The County Government of Mandera awarded a tender to m/s Easy time Kenya ltd at a 

contract sum of Kshs.21,131,209. However, scrutiny of bill of quantity and physical 

verification done between 6 and 7 of December, 2017 revealed the following: - 

i. Plumbering works was not done as per the bill of quantity 

ii. Drainage system was not done as per the bill of quantity 

iii. The provision for roofing was not included the bill of quantity 

 Consequently, the substandard structures could not be utilized for the intended purposes 

hence there is no value for money for the funds of Kshs.55,622,024 that has been used on 

the projects as at 30 June 2017. 

 

Management Response 

a) Construction of Diagnostic Center at Takaba Sub-County-Kshs 34,490,815 

M/s Warda Holdings Co. Ltd failed to undertake the project as per the Bill of Quantities. 

Consequently, the contractor was not paid fully. The county directed the contractor to 

perform the work as prescribed in the bill of quantities or risk termination. The contractor 

later complied with the provisions of the BQ and successfully implemented the project and 

the project has been completed, operationalized and put to proper use. 

b) Construction of Theatre Block at Banisa Sub-County-Kshs 21,131,209 

The BQ of the theatre block in Banisa had an error which was noted and rectified by the 

County Government of Mandera. The County did not pay the Contractor the full amount 

(He has been paid only Kshs 13,499,013) and the balance of Kshs 7,632,196 is sufficient 

to complete the project. The Project has since been completed.  

Committee’s Observations and Recommendations  

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  
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 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

9. Supply, Delivery and Transportation of Emergency Relief Food –  

Examination of payment vouchers and other related records revealed that County 

Executive of Mandera procured foodstuffs worth Kshs.479,055,189 which were 

transported to various Internally displaced persons (IDPS),camps at an extra  cost of 

Kshs.22,384,188 during the financial year under review. However, the following 

anomalies were observed: - 

  

i. There were no way bills to show transportation of food from point of purchase to 

 

ii. the storage at cereal boards Mandera. 

 

iii. Certificate of analysis from KEBS and Public Health was not available to confirm 

suitability of the food for human consumption as per the contract agreement 

condition one (covenant section ii). 

 

iv. There was no documentary evidence to show County Executive inspected the food 

stores and weighed the bags to ascertain actual weight, the quality of food and 

hygiene of the area. 

 

v. The waybills did not indicate the number of the kilometers covered by the vehicles 

to their destinations or points of delivery so as to ascertain the transportation costs. 

Consequently, foodstuffs may not have reached the intended beneficiaries and accounted 

for as at 30 June 2017. 

 

Management Response  

No written response 

 

Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 
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recommended that administrative action be taken against the Accounting Officer for 

breaching the law. 

 

  

10. Compensation of Employees 

The statement of receipts and payments under compensation of employees reflects 

expenditure totaling Kshs.1,514,045,660 for the year ended 30 June 2017. Details of 

payrolls and other emolument payment schedules revealed the following anomalies: 

 

i) A review of Payroll data revealed that there was one (1) officer who has been paid acting 

allowance for more than 6 months amounting to Kshs.10,008 yet the Government of 

Kenya human Resource Policies and Manual 2015 section C.14 (1) indicates that acting 

allowance will not be payable to an officer for more than six (6) months continuously.  

 

Payroll 

number 

Surname First name Other 

names 

Edcode Amount 

Kshs. 

20140113051 Issak Harun Mohamed 806 2502 

 

  

ii) Analysis of staff register data revealed that one (1) officer was employed on pensionable 

terms when he was fifty-four (54) years old. According to Pensions Act Cap.189, 

appointment to the pensionable establishment should normally be restricted to officers who 

will be in a position to offer at least ten (10) years' service in order to qualify for the grant 

of a pension before reaching the age of compulsory retirement.      

      

Payroll 

number Name Birthdate Date hired 

Age at 

employment 

Engage 

code 

20130037642 

Mr Duale Bashir 

Jaffar 9/1/1959 10/18/2013 54 3 

 

iii) Analysis of the payroll revealed, three (3) employees were still in employment although 

they had attained the mandatory retirement age of 60 years, which is contrary to 

Government regulations. 

 

 

Payrollnum Name Birthdate Jobgroup Jun-17 Age Engagecode Detachcode Designame

1980004343 Mr Alio Kontuma Hillow 7/1/1956 E 6/30/2017 61 3 0 Artisan Grade[3] - Building

19910010641 Mr Hache Nura Issack 1/1/1956 A 6/30/2017 62 3 0 Askari[1]

20030000205 Mr Barrow Adan Ibrahim 11/1/1956 J 6/30/2017 61 3 0 Administrative Officer[2]
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iv) Further, analysis of the IPPD revealed that one (1) officer had Tax Personal 

Identification Number incorrectly captured. 

 

Payrollnum Idnum Taxpin Salute Surname Firstname 

2010159306 24738070 A000000000L Miss Mahad Nurow 

v) As at 30 June 2017, fifty-nine (59) officers in Job Group B and above were on temporary 

establishment. However, verification from a sample of personal files revealed that most of 

these employees were on permanent and pensionable terms but the staff register was not 

updated to reflect the same. 

vi) The staff register for the month of June 2017 revealed that nine hundred and ninety-one 

(991) employees were on probation yet they were in employment for more than one year. 

Further, review of personnel files revealed that some of these officers had been confirmed 

but the staff register was not updated to reflect the same. 

 No reason was given for not instituting a proper and adequate controls in the Human 

Resource Department to avoid irregular payments. 

 

Management Response  

No written response 

 

Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.  

 

11. Lack of an internal Audit and audit Committee 

A review of the overall internal control environment of county executive of Mandera as at 

the time of Audit revealed that internal Audit department of Mandera County executive 

was not functional. There were no audit committee constituted contrary to the public 

finance management Act, 2012 and 167(1) of the public finance management 

regulations,2015 which requires county governments to establish an audit committee. 

If there is no committee the management can easily override controls in such instances, 

cases of fraud and errors may not be detected and corrected in a timely manner. 

Consequently the county government of Mandera is operating without audit committee in 

contravention of the law. 
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Management Response 

The audit committee has not been established at the time of the audit. The county did 

advertise for this committee twice (4th August 2018 and as per attached advertisement but 

received very poor response. The last advertise was made on 23rd February 2019. County 

is in the process of finalizing their operationalization.  

 

Committee’s Observations and Recommendations  

 

The Committee noted that the Audit Committee had not been established in the 

County Government entity as required by PFM (County Governments) Regulations, 

reg. 167 and recommended that the Governor takes administrative and disciplinary 

action be taken upon the accounting officer for negligence of duty.  

 

12. Information Communication Technology (ICT) Environment 

A review of the county ICT environment revealed that there was no formal approved ICT 

policy in place as at 30 June 2017 which includes data security policy and disaster recovery 

plans. 

Further, formally documented and approved processes to manage upgrades made to all 

financial/performance information systems were not provided for audit review. 

 

Under the circumstances, the organization may fail to undertake adequate measures to 

safeguard its resources in the event of unforeseen disasters. Furthermore, it results to lack 

of consistent approach towards the addressing of and handling ICT issues due to lack of 

ICT policy. 

Consequently, data integrity could not be confirmed. 

 

Management Response:  

Mandera County Government has a comprehensive 2015 -2020 ICT road Map but the same 

was not availed to auditors at the time of the Audit.  The same has now been availed for 

review.   

One of key ICT infrastructure is IFMIS that require the support of National Treasury and 

currently only available in Mandera East Sub-County.  These have also given rise to the 

challenges of implementing E-procurement at sub-counties. Nonetheless, the county is 

strengthening its ICT department with the objective of operationalizing E-government 

across the county. 
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Committee’s Observations and Recommendations  

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

13. Unresolved Prior Year Matters 

Issues previously reported in the financial year 2015/2016, remain unresolved as at  

The time of audit on 11 December, 2017 

Management Response  

No written response 

 

Committee’s Observations and Recommendations  

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

recovery of the money spent.   

 

 



2.3. FINANCIAL YEAR 2015/2016 

 

The Governor of Mandera County, Hon. Ibrahim Ali Roba appeared before the 

Committee on 1st August, 2019 and 4th August, 2020 to respond (under oath) to audit 

queries raised in the Report of the Auditor General on Financial Statements for 

Mandera County Government for the Financial Year 2015/2016.  

 

Qualified Opinion  

 

1. Fixed Asset Register 

The summary of fixed assets in Annex 2 attached to the financial statement reflects a 

fixed assets balance of Kshs.10,811,553,541 as at 30 June 2016. However, Note 9 to the 

financial statements on acquisition of the fixed assets reflects acquired assets of 

Kshs_5,128,874,102 and Kshs.4,314,119,558 as at 30 June 2015 and 2016 respectively 

totaling to Kshs.9,442,993,660 which balance however differs from the total of 

Kshs.10,811,553,541 disclosed in Annex 2 of the financial statements. The resultant 

difference of Kshs.1,368,559,881 has not been explained. 

In addition, the County Executive did not maintain a fixed assets register to record the 

assets owned by the County Executive contrary to Section 136 of the Public Finance 

Management Regulations, 2015. Also, assets inherited from the defunct local authorities 

have not been disclosed in the fixed assets register. 

Under the circumstances, it has not been possible to ascertain the completeness and 

accuracy of the balances and nature of the fixed assets value at Kshs.10,811,533,541 

disclosed in the financial statements as at 30 June 2016. 

 

Management response 

The difference of Kshs. 1,368,559,881 represent asset acquired in 2013/14. The list in 

respect of Asset acquired in 2013/2014 amounting to Kshs 1,368,559,881 has been 

provided for review.  

The list of assets inherited from the defunct local authorities and other government 

departments with their values have not been incorporated or disclosed as the Transitional 

Authority has not completed the process of handing over. This process was still on-going 

at the time of the audit. 

The county has since established a new department of Asset Management to effectively 

manage all the assets of the county and also procured Fixed Asset Management system 

and currently at tagging stage. Vey soon the county will have one of the best managed 
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Asset register. 

 Fixed Asset Register is attached for review  

FINANCIAL YEAR  AMOUNT  

2013/14     1,368,559,881.00  

2014/15     5,128,874,102.00 

2015/16 4,314,119,558.00  

TOTAL   10,811,553,541.00  

 

Committee’s Observations and Recommendations 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommended that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The committee noted with concern that the county government lacked land 

ownership documents and recommended that the county government should acquire 

title deeds for all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommended 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

 

2. Pending Bills 

During the year under review, the County Executive of Mandera had pending bills or 

accounts payable totaling Kshs.1,651,183,745 (Note 16.1 and annex 1) as at 30 June 

2016. However, no documents including contracts, invoices, delivery notes, and 

payments vouchers were presented for audit review to support of the balance. 

Consequently, it has not been possible to confirm the accuracy, completeness and 

validity of the accounts payables of Kshs.1, 651,183,745 as at 30 June 2016. 
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Management Response 

The Pending bills consist of unpaid liabilities at the end of the financial year 2015/16 

arising from contracted goods and services during the year or FY 2014/15. Accordingly, 

it was budgeted for and itemized in 2016/17 budget as payable from previous financial 

year.  

Pending bills do not involve the payment of cash in the reporting period, they are recorded 

as ‘memorandum’ or ‘off-balance’ items to provide a sense of the overall net cash 

position of the county at the end of the year thus did not affect financial statement for 

2015/16. However, Pending bill form a first charge to FY 2016/17 budget and payments 

included in the statement of receipts and payments for FY 2016/17.  

 

The bulk of these pending bills are due to delay by the National Treasury to release find 

to Mandera County Government. Kshs 1,898,616,789 of equitable share of revenue for 

financial year 2015/2016 were released to the county on 8th and 23rd of June 2016. By this 

time IFMIS was under heavy use and due to poor connectivity management were not able 

to disburse this amount before the close of the financial year. Accordingly, county closed 

with the liability of Kshs 1.6 billion and asset of Kshs 1.8 billion in the bank.  

 

Each item of the pending bill in the annexure is supported by payment voucher with the 

attached contracts, invoices and delivery note (where supplies were involved). The 

Payment vouchers have since been availed to the auditors for review.  

 

Committee’s Observations and Recommendations    

 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from supplies, may 

distorts the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  
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3. Accounts Receivable 

The County Executive had an accounts receivable balance of Kshs.4,349,700 brought 

forward from 2014/2015. However, Note 12 to the financial statements indicates that the 

amount was cleared from the financial statements but does not provide an explanation 

for the action. As a result, the accuracy and completeness of the accounts receivable nil 

balance as at 30 June 2016 cannot be confirmed.  

Management response 

The account receivable of Kshs. 4,349,700 related to imprests advanced to authorized 

public officers which were not surrendered or accounted for at the end of the financial 

year. This was fully surrendered and recognized as payments in the subsequent financial 

year 2015/16.  Consequently, there was no outstanding imprest as at the end of financial 

year 2015/16, thus a nil balance. The list of Kshs 4,349,700 imprest that since been 

surrendered has been provided to the Auditors. 

Committee’s Observations and Recommendations    

The committee noted that although the entire imprest was surrendered, there was 

violation of the law for not recovering within the stipulated time frame. The 

committee recommended that the accounting officer should recover the consequential 

penalty (interest) in line with the law.  

The committee also recommended that administrative action be taken against the 

accounting officer for violation of the law. 

 

4. Stalled Construction of County Executive Headquarters and Governor's 

Residence  

The County Executive of Mandera initiated construction of County Headquarters and 

Governor's residence projects in the financial year 2013/2014 at a contract sum of 

Kshs.290,230,790 and Kshs.107,481,060 respectively. The contract agreement 

specified that both projects were due for completion on 30 October 2015. However, 

the projects had not been completed at the time of audit in April 2017 and were thus 

one-and-a-half-years behind schedule. No evidence was made available to show that 

extension of the contract period was sought by the contractors and granted by the 

client.  

Further, contract variations amounting to Kshs.79,692,748 and Kshs.26,280,590 were 

made for the County Executive Headquarters and Governor's residence respectively. 

The variations were however not approved by the tender committee as required by 
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the public procurement law.  

In addition, no progress report was prepared for the projects hence it was not possible 

to ascertain the projects' level of completion. Also the performance guarantees for 

both projects had expired and were not revised by the contractors as required by 

Section 41(4) and (5) of the Public Procurement and Disposal Regulations, 2006.  

Payments of Kshs.166, 976,728 for the County headquarters and Kshs.107, 532,593 

for the Governor's residence or an aggregate of Kshs.274, 509,321 were made to the 

contractors. Physical verification carried out on 6 April 2017 revealed that the 

projects had stalled and the contractors had abandoned the site.  

In view of the foregoing, it has not been possible to confirm whether the Mandera 

County Executive got value-for-money on the payments totaling Kshs.274, 509,321 

paid to the contractors for the two projects. Further, the County faces the risk of heavy 

losses due to the delays in completing the projects which appeared abandoned at the 

time of the audit.  

Management response 

These projects were initiated by the County Government in 2013/2014 financial year 

and that they were expected to be completed by October 2015. However, these projects 

ran into myriad of problems right from the start most particularly security related 

challenges. Due to lack of capacity in the local area, both labour and the supervision of 

these projects heavily relied on non-local work forces. At the time, Mandera County 

and particularly Mandera town was the scene of the persistent terror attacks. Every time 

there was a security incidence, the entire work forces together with the supervising 

consultant would be evacuated from Mandera. The project would then be abandoned 

for several months and it lied idle. 

After many months, the contractors would mobilize again and another terror attack 

would happen and the cycle would repeat itself. This problem resulted in the project 

being delayed and new and unforeseen cost started to creep in. The contractors started 

to demand for project variations to reflect the new emerging challenges. These problems 

explain why the project delayed and the issue of variation came about. 

No project variation was made for County Headquarter, the contractor completely 

abandoned the site. Subsequently the contract was terminated. The County Headquarter 

have since been re-advertised and awarded to a new contractor and is nearing 

completions. 

A variation for Governor’s residence was agreed at Kshs 26,280,590 and has approval 

of the Tender Committee but even after agreeing to amount, the contractor failed to 
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mobilize and accordingly the project was terminated. It has been re-advertised and 

awarded to a new contractor. It’s currently progressing well. The performance Bond 

had expired at end of the original contract date but following the termination of the 

contract the need for renewal of the performance bond was overtaken by event.  

The progress reports and minutes of the Tender Committee were available but 

unfortunately were not availed to the auditors at the time of the audit but it has since 

been submitted for review.  

Committee’s Observations and Recommendations    

The committee noted that the projects were not completed within the procurement 

timelines and the county failed to provide the required information to the auditors 

during audit exercise. The committee further noted that the projects were still not 

completed. The committee recommended that:  

 The county should take immediate actions to complete all stalled projects and 

provide information on the same within 60 days from the adoption of this report; 

and  

 The OAG should undertake an audit of the projects to ascertain the status of 

completion and usage.  

The Committee further noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

5. Delayed Construction of Projects 

The County Executive of Mandera initiated several projects including Roads, County 

Rest House, Regional Livestock Market and County Assembly building in the 

financial year 2013/2014 at a total contract sum of Kshs.3,235,622,922. However, 

review of tender documents and physical verification revealed that the projects were 

not implemented within their stipulated timelines as prescribed in the respective 

contract agreements. There was slow progress of work and as a result, the projects 

were behind schedule but no contract period extensions were sought by the respective 

contractors. 

Further, the bid bonds for all the projects had expired but the County Executive did not 
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request the contractors to renew the bonds as required by Regulation 41(5) of the Public 

Procurement and Disposal Regulations, 2006. In addition, there were no progress reports 

for the projects for the months of February and March, 2017 hence it was not possible to 

establish their level of completion. The respective contractors had been paid a total of 

Kshs.1, 912,180,835 as at the time of the audit. Physical verification carried out on 6 April 

2017 revealed that the projects were not completed on schedule. Furthermore, construction 

of the Regional Livestock Market and Roads projects had stalled at the time of audit. The 

contractors were not on site and there was no sign of work-in-progress.  

Under the circumstances, it has not been possible to confirm whether the County Executive 

obtained value-for-money on the Kshs.1,912,180,835 paid to the contractors for the 

delayed projects.  

Management response 

These projects include the construction of Mandera town roads to butmen standard Lot 1 

and Lot 2 (Kshs 2.5 Billion), Regional Livestock Market (Kshs169m,) and County Rest 

House (Kshs 293m) and County Assembly (Kshs 185m).  

These projects were initiated by the County Government in 2013/2014 financial year 

and that they were expected to be completed within a period one to two years. However 

these projects ran into myriad of problems right from the start most particularly security 

related challenges. Due to lack of capacity in the local area, both labour and the 

supervision of these projects heavily relied on non-local work forces. At the time, 

Mandera County and particularly Mandera town was the scene of the persistent terror 

attacks. Every time there was a security incidence, the entire work forces together the 

supervising consultant would be evacuated from Mandera. The projects would then be 

abandoned for several months and it lies idle. 

After many months, the contractors would mobilize again and another terror attack 

would happen and the cycle would repeat itself. This problem resulted in the project 

being delayed and new and unforeseen cost started to creep in. The contractors started 

to demand for projects variations to reflect the new emerging challenges. These 

problems explain why the projects delayed as some of the Contractors started 

demanding for variations. 

Due to the failure by the contractors to submit a renewed performance bond and their 

reluctance to re-mobilize and complete the projects, all the projects were terminated and 

were re-advertised in an open tender, awarded and all are progressing well except for 
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Mandera Town Roads which, the same contractors were able to progress the same to 

conclusion and the process of handing-over is currently on-going.  

Progress reports, termination of the other projects, renewed permnace bond for the road 

projects as well as minutes of handing over are availed for review. 

Committee’s Observations and Recommendations    

The committee noted that the projects were not completed within the procurement 

timelines and the county failed to provide the required information to the auditors 

during audit exercise. The committee further noted that the projects were still not 

completed. The committee recommended that:  

 The county should take immediate actions to complete all stalled projects and 

provide information on the same within 60 days from the adoption of this report; 

and  

 The OAG should undertake an audit of the projects to ascertain the status of 

completion and usage.  

 

The Committee further noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. The 

Committee recommended that administrative action should be taken against the 

Accounting Officer for breach of the law. 

 

6. Award of Contracts for Capital Projects  

During the year ended 30 June 2016, the County Executive of Mandera implemented 

projects valued at Kshs.663,019,804. The projects were initiated and procured during the 

financial year 2014/2015.The procurement plan for the year was not made available for 

audit review. It was therefore not possible to confirm whether the projects were planned in 

that financial year. Further, project files for each project as well as tender purchase and 

tender opening registers were not maintained as required by Section 60(5) of the Public 

Procurement and Disposal Act, 2005.  

Further, the original contract documents such as bills of quantities, tender opening, 

evaluation and award committee Minutes for some projects were not made available for 

audit review. It was therefore, not possible to ascertain whether the projects were procured 

fairly. In addition, the County Executive did not prepare status reports for the projects 

making it difficult to ascertain their history in terms of payments and project physical 

status. Physical verification of the projects carried out on 9 to 10 April, 2017 revealed that 

most of the projects were not complete and their contract period had expired with no 
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extension of time. Most of the contractors were not on site at the time of audit, suggesting 

that the works had stalled.  

Payments totaling Kshs.272,972,850 had been made to the contractors as at the time of 

audit. However, the payments were however not supported with interim or practical 

completion certificates and reports of the County Inspection and Acceptance Committee.  

In view of these anomalies, it has not been possible to ascertain the propriety and whether 

value-for-money has been realized by the County Executive from the projects implemented 

and an expenditure of Kshs.272, 972,850 paid as 30 June 2016.  

Management response 

The Auditors combined a total of 32 projects across all ministries totaling to Kshs 

663,019,804.  

These projects were all budgeted for, reflected in procurement plan, tenders advertised, 

evaluation duly carried out, properly awarded and under taken by the county government. 

Procurement plan for 2015/2016 Financial year is now available for review. 

Further, the executive did maintain project files, tender purchase register and tender 

opening register Original documents for the said projects and projects files are well 

maintained and have been availed for review.  

Committee’s Observations and Recommendations    

The committee noted that the projects were not completed within the procurement 

timelines and the county failed to provide the required information to the auditors 

during audit exercise. The committee further noted that the projects were still not 

completed. The committee recommended that:  

 The county should take immediate actions to complete all stalled projects and 

provide information on the same within 60 days from the adoption of this report; 

and  

 The OAG should undertake an audit of the projects to ascertain the status of 

completion and usage.  

 

The Committee further noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. The 

Committee recommended that administrative action should be taken against the 

Accounting Officer for breach of the law. 
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7. Unutilized Projects  

During the financial years 2013/2014 and 2014/2015, the County Executive of Mandera 

implemented and paid for projects amounting to Kshs.219,150,983 as tabulated below:  

Project Name Tender No. Contract Sum 

(Kshs) 

 

 

Remarks 

Construction of Twin Workshop at 

Rhamu 

MCG/209/2013-2014  

7,604,680 

 

Completed and 

vandalized Proposed Refurbishment of Old 

Rhamu Market and Sub-division 

into Stalls 

MCG/368/2014- 

2015 

 

 

12,157,623 
Complete 

Proposed New Market Stalls at 

Rhamu ESP 

MCG/369/2014-2015  

25,856,400 Complete 

Proposed Ward Administrator 

Office at Rhamu 

MCG/458/2014-2015  

7,408,565 
Complete 

Construction of Twin Workshop at 

Banisa 

MCG/210/2013-2014  

7,544,220 

Complete  

 Complete 
Construction of New Market Stalls 

at Eymole 

MCG/374/2014-2015  

21,806,550 
Construction of 6-bed capacity 

Maternity and Delivery Block at 

Derkale Dispensary 

MCG/407/2014-2015 
 

 

22,797,761 
Complete 

Construction of Registry, OPD & 

MCH at Eymole Dispensary 

MCG/430/2014-2015  

42,844,832 Complete 

Construction of ward 

Administrator Office at 

Derkale 

MCG/463/2014-2015  

9,537,543 
Complete 

Construction of a Dispensary at 

Darweed 

MCG/385/2014-2015  

8,994,976 
Complete 

Construction of Registry, OPD & 

MCH at Kiliweheri 

MCG/429/2014-2015  

44,082,436 Complete 

Construction of Ward Administrator 

Office at Lagsure 

MCG/466/2014-2015  

8,515,397 

Completed and 

Vandalized 

 TOTAL 219,150,983  

 

Physical verification carried out on 9 and 10 April, 2017 revealed that the projects were all 

completed but was not put to use. Some of the projects were completed in the year 2015. 

However, the project sites were not fenced or guarded and as a result the installations were 

vandalized. No evidence was made available to show that need assessments were carried 

out before the projects were initiated. Under the circumstances, the County Executive and 
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county residents have not gotten value-for-money from the idle projects implemented at a 

cost of Ksh.219, 150,983 as at 30 June 2016.  

Management response 

TWIN WORKSHOP: The workshops did not need fencing as they are within the perimeter 

of the vocational training centers which was already fenced. At the time of the audit the 

workshops were not operational due to active inter-clan conflict between two local 

communities across Mandera north and Banisa Sub counties. However, immediately the 

normalcy returned the two workshops (both in Rhamu and Banisa) were fully 

operationalized.  

WARD ADMINSTRATIONS: During this period the contractors were not fully paid due 

to payments delay occasioned by slow flow of funds from national treasury, which has not 

released funds on time. Hence the contractors did not hand over the completed projects to 

the county government thus the projects were not operationalized. But now all the offices 

were labeled, furnished and fully operational.  

HOSPITALS: The county government embarked on a mission to reduce the runaway 

maternal mortality which was the highest in the world. The key strategy was the 

construction of Health facilities in areas where there was none and upgrade of existing 

facilities with additional maternity wing to increase access to health care. 

In this regard several new maternity wings were constructed to avert maternal and neonatal 

deaths and improved access to and utilization of health care service. 

The reason why most of these facilities were not operational at the time of the audit was as 

a result of shortage of staff occasioned by high staff attrition due to prevailing security 

condition in the county. 

The department has taken over and fully operationalized the facilities recruiting 170 health 

workers of mixed cadre. Currently all the facilities are operational and receiving supplies 

and reporting on a national platform DHIS2 which can be accessed anywhere in the world. 

There was a delay in the operationalization of the two Rhamu Markets because of the 

dispute by the stall owners along the tribal line. Rhamu has been an epicenter of tribal 

conflict between the two largest communities in the area. This have now been resolved and 

the markets fully occupied by the communities. 

Committee’s Observations and Recommendations    
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The Committee noted that the projects were completed but were not put into use to 

achieve its intended objectives hence value for money was not achieved. The 

Committee recommended that the county government undertake need assessment 

including public participation to ascertain public priority before initiations of 

projects to achieve value for public money.  

 

8. Construction of Six-bed Maternity Block at Libahiya Health  

A review of the tender documents including tender opening Minutes and the project 

evaluation report revealed that the contract was awarded to the highest bidder M/s Akdimas 

Company Limited at a contract sum of Kshs.21,573,529. A total of Kshs.16,773,530 had 

been paid to the contractor as at 30 June 2016. The payment was however, not supported 

with interim completion certificates and a County Inspection and Acceptance Committee 

report. Further, the Bills of quantities and project file were not made available for audit 

review hence it was not possible to ascertain whether the contract was awarded fairly and 

the facility constructed according to the specifications outlined in the contract agreement.  

Consequently, the propriety and value-for-money of the contract and expenditure of 

Kshs.16, 773,530 incurred on the two projects as at 30 June 2016 cannot be confirmed.  

Management response 

Four (4) companies bided for this project. The project was reserved for special group and 

only Akdimas had YAGPO (Youth Access to Government Procurement Opportunities). 

Accordingly based evaluation, Akdimas emerged most qualified for the job. The price 

quoted is with 2.7% of the budget estimate.  

At the time of Audit, the documents were in the ministry files and now retrieved for review 

by the auditors. Find attached Project file, certificate of payments, Bill of Qualities and 

Certificate of Inspections and Acceptance. 

Committee’s Observations and Recommendations    

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 
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audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

9. Construction of 6-bed Maternity at Shafshafey Health Centre  

During the year under review, the County Executive implemented the project for the 

construction of a six-bed maternity Hospital at Shafshafey Health Centre. The contract was 

awarded to Ms. Kiya Investment Limited at a contract sum of Kshs.20,891,553. However, 

the bills of quantities and original tender opening Minutes, evaluation report and tender 

award Minutes were not made available for audit examination. It was therefore not possible 

to ascertain whether the contract was awarded fairly.  

Further, the County Executive had made payments totaling Kshs.3, 764,067 to the 

contractor as at 30 June 2016. The payments were however not supported with interim or 

practical certificates of completion and reports of the inspection and acceptance committee.  

Under the circumstance, the propriety of the expenditure of Kshs.20,891,553 incurred on 

the project as at 30 June 2016 cannot be ascertained.  

Management response 

The contract was awarded fairly and according to the set evaluation criteria as per Public 

procurement and Disposal Act and its regulations, only that during the time of audit, the 

documents were not availed due to documents being at the sub-county offices files. The 

same have now availed for audit review.  The project is complete and operational.  

Committee’s Observations and Recommendations    

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

10. Construction of New Market Stalls in Sala in Lafey Sub-County  

During the financial year 2014-2015, Mandera County Executive procured and awarded a 

contract for construction of new market stalls at Sala to M/s Hidwafa Engineering & 



 
 

228 
 

Construction Company at a contract sum of Kshs.25,500,000. However, the Bills of 

Quantities for the unsuccessful bidders were not made available for audit review hence it 

was not possible to ascertain whether the bidders were evaluated fairly. Further, the County 

Executive did not maintain a tender purchase register, tender opening register and project 

file contrary to public procurement laws.  

In addition, the County Executive had paid Kshs.5,689,695 to the contractor as at 30 June, 

2016. The payment was however not supported with an interim or practical certificate of 

completion and the report of the Inspection and Acceptance Committee.  

Under the circumstances, it has not been possible to ascertain whether the project was 

procured fairly and whether the County Executive will obtain value-for-money on the 

works estimated to cost Kshs.25, 500,000 with Kshs.5, 689,695 paid to the contractor as at 

30 June 2016.  

Management response 

During the Audit the documents were presented with a lot of other tender documents but 

in the mix up, the auditors were not able to pick. However, the project was evaluated fairly, 

the Bill of Quantities for unsuccessful bidders are now available for review. The county 

executive has maintained tender purchase register, tender opening register and project in 

accordance with public procurement Act and has been availed for review. 

Committee’s Observations and Recommendations    

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

11. Supply, Delivery and Transportation of Relief Food  

During the year under review, the County Executive procured, transported and distributed 

relief food at a cost of Kshs.318,262,796. However, out of this sum relief food costing 

Kshs.294,219,360 was single-sourced from one contractor, Ms Microbit System Limited 

one of the forty seven (47) contractors listed to supply dry foodstuff and rations to the 
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County Executive. Further, foodstuffs worth Kshs.6,619,375 supplied under the contract 

were not taken-on-charge in the stores records. It was also noted that foodstuff worth 

Kshs.5,554,750 which were reportedly delivered, received and recorded in the stores 

records were neither issued out vide counter requisition and issue vouchers (S11) nor 

reflected in stores records hence the audit could not ascertain how they were utilized. 

Further, relief food transportation was not supported. The waybills did not indicate the 

number of kilometers covered by the vehicles, the names of the members of the committee 

which received the food and the dates when the foods were received.  

Further, the need assessment report, number of household beneficiaries and distribution 

schedules showing the identity cards of the beneficiaries and quantity of foodstuff given 

out were not provided for audit review. It was therefore not possible to confirm whether or 

not the total value of foodstuffs procured, were received and issued out and were indeed 

distributed wholly to the intended beneficiaries.  

Consequently, it has not been possible to ascertain that all the food stuff worth Kshs.318, 

262,796, reportedly procured and supplied to the County Executive during the year under 

review benefitted County residents affected by the drought. No plausible explanation has 

been provided as to why foodstuff valued at Kshs.294, 219,360 were single-sourced from 

one supplier.  

Management response 

Due to the nature of the relief food which mostly requires urgent delivery, Microbit was 

Contracted on Framework Agreement since it had the required technical and financial 

capacity and more reliable to deliver the work. Microbit was the only supplier who stores 

enough food at the time in Mandera. Further, the foodstuff was received and utilized 

accordingly only that store records were not availed during the time of Audit. These 

documents are now retrieved and availed for review.  

In respect of the Kshs 6,619,375, the store card is attached while in respect of Kshs.5, 

554,750, S11 and store card are hereby availed for review. Unfortunately, at the time of 

audit, these two documents were in the office but management missed attaching it to the 

payment voucher which was the documents the auditors reviewed. 

Management can confirm that the foodstuffs were procured, received and issued out to the 

intended beneficiaries as indicated by the attached need assessment report, number of 

household beneficiaries, distribution schedules and quantity of foodstuff distributed and all 

other store records as attached for review. 
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Committee’s Observations and Recommendations    

The Committee observed that there was a breach of procurement laws and 

procedures which may have resulted to loss of public funds and recommended that 

the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services.   

  

The Committee also noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

12. Purchase of Motor Vehicles  

During the financial year under review, the County Executive procured three (3) semi 

luxury school buses for Elwak Secondary School, Sheikh Ali and Moi Girls Secondary 

School at a cost of Kshs.19,163,583. The buses were procured through restricted tendering 

method. The County Executive did not have prequalified contractors for purchase of motor 

vehicles. It was therefore not clear how the competing firms were selected. Further, the 

purchase of the buses for use by the schools is a National Government function and there 

was no inter-governmental correspondence on the purchase of the buses and therefore it 

was not clear how the process of purchasing the buses was initiated. Tender opening 

minutes and evaluation reports for the contract were not made available for audit review.  

In view of the foregoing, it has not been possible to ascertain whether the County Executive 

obtained value-for-money from expenditure totaling Kshs.19, 163,583 incurred on 

purchase of the buses during the year under review.  

Management response 

The three buses were procured through restricted tendering by seeking quotations from the 

key players (Companies) in the industry as these companies are few and are well known. 

Four companies were contacted. These are DT Dobie, Toyota Kenya, General Motors and 

Simba Colt. DT Dobie was not responsive. Among the remaining three Simba Colt quoted 
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the lowest price. The County got value for money in procuring the three (3) buses at the 

total cost of Kshs 19,163,583. 

The county advertised for prequalification, because of the remoteness of Mandera County 

and the fact that County government are relatively new, these companies did not show 

interest.   

Mandera County is one of the worst performing counties in education sector. Students face 

monumental challenges in pursuing their education including trekking for a long distance 

to get to school, lack of teachers due to security related problems, the pastoral life style etc. 

These challenges greatly hindered the potential of our children and development of our 

county in terms of skill development. When the county government came into office in 

2013, as leaders desperate to reverse this trend, management held a major conference of all 

the key stakeholders on how to improve the education.  Against these challenge, county 

got a request from the school heads, education Sector leadership in the county as well as 

PTA (Parent Teachers Associations) for purchase of buses for these schools as a way of 

easing the manner in which our children get schools, allowing them to participate in inter-

school programs as well as motivating them, county supported these schools in form of 

buses.  

Along with many other supports the county has given to Education sector, management 

written to the Ministry of Education expressing interest to partner in infrastructure 

development in some institutions with view to improving education sector performance 

and still waiting for response.  

The request from the Schools, Quotations from all the key makers of school buses, Tender 

opening minutes and evaluation reports for the contract are available for audit review.  

Committee’s Observations and Recommendations  

The Committee noted that the County Executive spent huge amounts of public funds 

on functions of the National Government without adhering to the laid down 

constitutional and Intergovernmental Relations Act framework. The Committee 

recommended that the county CEO should always ensure that before undertaking 

any national government function, the laid down constitutional and 

Intergovernmental Relations Act framework be adhered to. 

 

13. Unaccounted for Health Supplies: 

Supplies Examination of payment vouchers and supporting documents revealed that 
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Mandera County Executive awarded a contract work of Kshs, 109,495,631 to several 

vendors for supply of pharmaceutical and non-pharmaceuticals goods, medical 

incinerators, a sterilization machine, solar batteries and laboratory reagents. Payments 

totaling Kshs.102, 461,997 had been made to the suppliers as at 30 June 2016. However, 

there was no documentation showing whether tenders were advertised and the supplies 

procured competitively at fair market prices. Project files containing the advertisement, 

tender opening Minutes, and evaluation reports, tender award Minutes and contract 

agreements-were not made available for audit review.  

Further, most of the supplies were reportedly delivered directly to sub-county health 

centers and dispensaries by the merchants but delivery notes signed by nurses, clinical 

officers or community health workers were not made available for audit review. Further, 

the supplies were not taken-on-charge in stores records and issued out vide counter 

requisition and issue vouchers (S11).  

Consequently, the propriety of the expenditure totaling Kshs.109, 495,631 could not be 

confirmed as at 30 June 2016. 

Management response 

The project file for the said health supplies projects were made availed for audit together 

with huge batch of documents but the auditors were not able to pick the same for their 

review but the same have again been submitted for review. 

The tenders were advertised and the supplies procured competitively at fair prices. Project 

file containing advertisement, tender opening minutes, evaluation reports, tender award 

minutes and contract agreement have been submitted.  

Further, some supplies were directly delivered to the sub-county health centers and 

dispensaries by the merchant and those store records were not availed during the time of 

audit as the documents were at different facilities and arrived late after the audit exercise. 

But now all store records concerning receipt and issuance of those supplies are now availed 

for your review. 

Committee’s Observations and Recommendations  

The Committee observed that there was a breach of procurement laws and 

procedures which may have resulted to loss of public funds and recommended that 

the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services.   
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14. Expenditure on National Government Function  

The County Executive of Mandera awarded contracts totaling to Kshs.98,054,664 for 

projects implemented through the department of education. The projects implemented were 

construction of education offices, construction of administration block and fencing of 

secondary schools which are all National Government functions according to Fourth 

Schedule to the Constitution of Kenya. The Projects were implemented without written 

agreement between the two levels of Governments as required by the Inter-governmental 

Relations Act, 2012. In view of the foregoing, the County breached the Constitution in 

regard to County Government roles and mandate.  

Management response  

The projects mentioned here are; Administration Block for Moi girl’s secondary school, 

fencing of the same school and Administration block at Mandera Secondary school. These 

are schools that were designated as National Schools in Mandera County but whose 

infrastructures were in deplorable conditions. As a result, the performance of these school 

and the transitions to tertiary institutions are very low. They cannot match the profile of 

National Secondary Schools. Both these schools didn’t have administration block and 

teachers were unable to get a conducive environment to prepare their lessons in a way that 

will enable them provide the students with the knowledge they require.  

 

In the light of security situation in the county like what happened in Garissa University 

terror attack, we as leaders in the county thought to take precaution of fencing this girl’s 

school in order to reduce the risk of the repeat of what happened in Garissa University and 

also enable the administration deal with the issue of discipline.  

The county government did undertake these programs with overall benefit to children and 

greater people of Mandera in mind despite them being the National government functions. 

The county will continue to pursue the Ministry to sign the MOU. The fund is from Kenyan 

Tax payers and the beneficiaries are the same tax payers. 

Committee’s Observations and Recommendations    

The Committee noted that the County Executive spent huge amounts of public funds 

on functions of the National Government without adhering to the laid down 

constitutional and Intergovernmental Relations Act framework. The Committee 

recommended that the county CEO should always ensure that before undertaking 

any national government function, the laid down constitutional and 

Intergovernmental Relations Act framework be adhered to. 
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15. Irregular and Unaccounted for Water Trucking  

During the year under review, Mandera County Executive made payments totaling 

Kshs.71, 993,523 to various vendors for water trucking services. However, the payments 

were not supported with the log books and work tickets of the vehicles hired and water 

distribution schedules duly signed by the water recipients as required. The services were 

mainly procured through request for quotations and in addition, the original quotations 

were not made available for audit review. Further, the County Executive did not sign 

contract agreements with the owners of the vehicles as required by Section 68 of the Public 

Procurement and Disposal Act, 2005.  

Under the circumstances, it has not been possible to confirm that the expenditure of 

Kshs.71, 993,523 incurred on purchase of water trucking services was as a proper charge 

on public funds.  

Management response 

The copies of log books, work tickets and delivery schedules were in record but not 

attached to the payment vouchers as supporting documents during the time of audit as they 

were at Sub-County water offices. The Originals and Copies of Work Tickets, log and 

delivery schedules has since been retrieved from the file of the Sub County Water Offices 

and Department files are now available for your review.   

 

All the payments were supported by LSOs (Local Services Orders) as these are low value 

items. LSOs are legally binding accountable documents and therefore there no additional 

contract that was required. Nonetheless, we have attached brief agreement for each 

supplier.   

 

Committee’s Observations and Recommendations    

The Committee observed that there was a breach of procurement laws and 

procedures which may have resulted to loss of public funds and recommended that 

the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services.   

The Committee also noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 
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persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

16. Unaccounted and Unsupported Purchase of Goods  

During the year under review, Mandera County Executive spent Kshs.45,497,918 on 

purchase and supply of various goods. The goods were procured through request for 

quotations. However, some of the Quotations were not dated to show when they were 

floated and opened. Further, examination of stores records revealed that most of the goods 

were not received vide counter receipt vouchers (S13) and were not recorded in the stores 

register as required by Chapter 18.2 of Government Financial Regulations and Procedures. 

The goods were also not issued out vide counter requisition and issue vouchers (S11) 

showing the point of use. In some cases, the stores were not made available for audit and 

it was thus not possible to confirm whether the goods were procured, delivered, received 

and used for the intended purpose.  

In view of the foregoing, it has not been possible to ascertain whether the goods worth 

Kshs.45, 497,918 were procured, delivered and received and put to proper use. As a result 

value-for-money and propriety of the expenditure cannot be confirmed.  

Management response 

Most of these quotations took place at departmental levels away from central procurement 

department. During this time some of the staff at some of the department were relatively 

new and had capacity challenges. Accordingly, few mistakes have happened in dating some 

of the quotations and we can confirm that these challenges have since been addressed. We 

have since recruited procurement officers and Accountants and deployed them to the 

department for full compliance with all the provisions of the laws and regulations and 

proper record keeping. All the Departments now have properly constituted Tender 

Committees in place to ensure tender documents with such omissions are not in future 

honored in the award of Tenders. 

Most of the store records such as S13, S11 were in records but were not availed for Audit 

since most of the documents were at departmental and sub-county offices and have since 

been retrieved for audit review.  

The goods were procured, delivered and used for intended purpose and no public resources 

have been lost or misappropriated. 

Committee’s Observations and Recommendations    
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The Committee also noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

 

17. Idle Theatre Equipment  

During the financial year 2014/2015, the County Executive procured medical equipment 

worth Kshs.17,947,000. The contract for supply of the equipment was awarded to M/s Ama 

Construction Company and full payment was made to the contractor during the year under 

review. However, tender documents such as tender opening Minutes, evaluation and 

specifications for the equipment were not made available for audit review. Further, 

physical verification carried out on 9 April 2017 revealed that the equipment were 

delivered in May, 2015. The equipment was damped and stored in a room which was under 

renovation. No proper explanation was given why the equipment had not been put to use 

more than a year after they were procured and delivered.  

As a result, the County Executive had as at 30 June 2016 not obtained value-for-money for 

the funds used to purchase the equipment costing Kshs.17,947,000 as the county residents 

had not benefited from its purchase. 

Management response 

After the delivery of the equipment and before the Theatre was opened for utilization some 

structural defects were noted on the theater building. The building therefore required 

renovation so that the technical defect are addressed while also improving the standard to 

modern theatre ideal for operations 

The tender opening minutes, evaluation and specification of the equipment’s were in 

Procurement records but was not attached to the payment voucher during the time of the 

audit due to the procurement files being at the departmental office and has since been 

retrieved and ready for the review.  

The county has since operationalized the theatre and the equipment is in use and serving 

the people of Mandera as intended.  
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Committee’s Observations and Recommendations  

The Committee also noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

 

18. Unaccounted for Fuel Payments  

During the year under review, the County Executive procured fuel worth Kshs.16,343,200. 

However, the fuel was not accounted for as the fuel register did not show the reference 

numbers of the Local purchase orders (LPOs) and the respective quantities of fuel bought. 

Further, the original work tickets of the vehicles that reportedly drew the fuel and detailed 

orders were not made available for audit scrutiny. 

Under the circumstances, it has not been possible to confirm that fuel worth 

Kshs.16, 343,200 was actually procured and used for the intended purposes by the 

County Executive as at 30 June 2016. 

 

Management response 

The fuel was received and taken on charge in the Bulk Fuel Registers with clear LPO 

numbers were in records though not attached to the payment voucher during the time of 

Audit. Management regret this failure but the same has now been availed for review. 

The original work tickets of vehicles completed and filled by Sub-County Water officers 

were in records but not attached to the payment voucher during the time of the audit 

because they were at the sub county offices and have since been retrieved for audit review.  

Committee’s Observations and Recommendations 

The Committee also noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 
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administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

 

19. Unsupported Subsistence Allowances 

During the financial year under review, the County Executive of Mandera spent Kshs. 

8,050,000 on travel and subsistence allowances for staff on official duties outside their 

work stations. However, the payments were not supported with payment schedules, 

travel documents such as bus and work tickets, invitation letters and lists of the persons 

that attended the meetings and conferences cited. Further, in some instances, the 

nature of duties that the officers performed and the dates thereof were not specified. 

Consequently, it has not been possible to confirm the propriety of the expenditure 

amounting to Kshs.8,050,000 paid as subsistence allowance during the year under 

review. 

Management response 

All supporting documents were attached to the payment vouchers, including payment 

schedule, invitation letter, activities and attendance list attached. The said activities took 

place and supporting documents have been provided for review. The nature of duties that 

the officers performed and the dates thereof were specified. 

Committee’s Observations and Recommendations 

 

The Committee also noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. 

 

Other Matter 
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1.0 Budget Control 

1.1 Budget performance analysis 

During the year under review, the final approved budget for the County Executive of 

Mandera was Kshs.11,501,416,149 with Kshs.4,216,874,340 or (36.7%) allocated to 

recurrent expenditure and Kshs.7,284,541,809 (63.3%) allocated to Development 

projects as follows: 

ITEM BUDGETE

D 

ACTUAL ABSOR

PTION 

% OF TOTAL  

 ALLOCAT

ION 

KSHS. 

EXPENDITU

RE KSHS. 

RATE EXPENDITU

RE 

DIFFERENCE 

KSHS. 

Developme

nt 

Expenses 

7,284,541,809  5,371,137,076 73.73%  56.7  1,913,404,733 

Recurrent 

Expenses 

4,216,874,340  4,106,077,623 97.27%  43.3  110,796,717 

TOTAL 11,501,416,149 9,477,214,699     2,024,201,450 

 

 

1.2 Under-expenditure 

Department Amount 

 

Approved 

 

Kshs. 

Actual Expenditure 

Kshs. 

Difference 

Kshs. 

Recurrent Vote 

Agriculture, Livestock 161,244,671 161,202,744 41,927 

Education, Culture 333,090,395 333,090,395 0 

Finance 514,384,584 514,384,424 160 

Health Services 1,001,443,667 973,939,016.9 31,825,293 

Trade, 

Investments, 

Industrialization 32,445,340 32,439,406 5,934 

County Assembly 631,978,176 603,979,363 27,998,813 

Lands and Physical 50,270,373 50,270,373 0 
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Planning 

Gender, Youth and 

Social Services 24,550,729 24,550,729 0 

Office of the Governor 456,692,512 456,692,512 0 

County Public Service 

Board 
50,213,377 50,200,057 13,320 

Public Service 

Management 
638,099,910 597,091,359 41,008,551 

Public Works Roads 

and Transport 

97,273,730 97,273,730 0 

Water, Energy, 

Environment 
225,186,877 210,963,514 14,223,363 

TOTAL 4,216,874,340 4,106,077,623 110,796,717 

Development Vote 

Agriculture, Livestock 404,590,667 221,656,593 182,934,074 

Education, Culture 597,263,491 448,076,779 149,186,712 

Finance 1,142,496,321 1,093,436,194 49,060,127 

Health Services 596,178,789 469,739,659 126,439,131 

Trade, 

Investments, 

Industrialization 

402,054,023 157,590,023 244,464,000 

County Assembly 169,500,000 83,750,000 85,750,000 

Lands and Physical 

Planning 
91,700,000 77,700,000 14,000,000 

Gender, Youth and 

Social Services 

74,069,286 15,000,000 59,069,286 

Public Service 

Management 

148,748,241 
105,988,241 42,760,000 

Public Works Roads 

and Transport 

2,098,945,592 1,684,773,386 414,172,206 

Water, Energy, 

Environment 
1,558,995,399 1,013,426,201 545,569,198 

Total 7,284,541,809 5,371,137,076 1,913,404,733 

 

The tabulation indicates that recurrent expenditure for the year under review amounted to 

Kshs.   4,106,077,623 against the approved budget of Kshs.4, 216,874,340 resulting to 

under-expenditure of Kshs.110,796,717 or 2.6%. Further, the County Executive incurred 
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development expenditure amounting to Kshs.5,371,137,076 against the approved 

budget of Kshs.7,284,541,809 resulting to under-expenditure of 

Kshs.1,913,404,733 or 26.3% of the budget. The under-expenditure was mainly in the 

departments of Agriculture & Livestock, Education, Health Services, Public Works, 

Trade & investment and Water, Energy & Environment. 

Under the circumstance, the county residents did not obtain planned and budgeted 

services as at 30 June 2016. 

 

Management Response 

Mandera County residents did receive planned and budgeted for services in the financial 

year 2015/2016. County absorption rate for recurrent expenditure stood at 97.3%. The 

under absorption of 2.7% is largely due to shortfall in own source revenue. Accordingly 

had the county achieved own source revenue target, absorption rate for recurrent would 

have been 100%.  

County absorption rate for development expenditure stood at 73.7%. It’s important to 

note all the projects under development budget were committed but there was slow 

progress in some of the major projects resulting in under absorptions. But more 

importantly, while some of the projects had made significant progress, there was a delay 

in the release of fund by the National Treasury. The funds for May and June 2016 were 

released to County Revenue Funds Account at Central bank on 8th and 23rd June 2016. 

By this time, the IFMIS system was very busy and due to poor connectivity, the county 

was not able to process payments for the suppliers. Accordingly, Kshs 1,783,413,954 was 

brought into 2016/2017 financial year as well as the related projects. 

County Revenue Funds account at CBK’s statements is hereby availed to confirm the 

dates of the final release.  

 

Committee’s Observations and Recommendations  

 

The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 
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to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

2.0 Under-collection of Local Revenue 

Mandera County Executive had budgeted to collect local revenue amounting to 

Kshs.270,000,000 in the financial year 2015/2016. However, Note 4 to the financial 

statements and the revenue analysis made available for audit indicated that the County 

collected Kshs.80,019,597 resulting to an under-collection of Kshs.189,980,403 or 

70:4% of-the amount budgeted for. It was further, observed that the County's revenue 

collection continued its downward slide from Kshs.88,601,981 and Kshs.87,729,431 

collected in the financial years 2013/2014 and 2014/2015 respectively to the sum of 

Kshs.80,019,597 during the year under review. 

No reason was provided by management for the failure by the County Executive to 

collect revenue as budgeted. 

In view of the decline, the County did not meet its revenue target and as a result 

provision of services to County residents was hampered. 

 

Management Response 

Mandera County’s own source revenue did not achieve its revenue target. Various 

factors are responsible for this missed target including; Insecurity, Closure of 

Quarries, Manual revenue collection systems that give rise to revenue leakages, Poor 

staffing level, high level of poverty in the county, Resistance by the general public 

and weak enforcement mechanism. Management is currently working on revenue 

automation, recruitment of additional staff, sensitization of the public about taxes and 

thus in very near future, our own source revenue is expected to improve. 

 

Committee’s Observations and Recommendations 

 

The Committee observed that there was under collection of revenue when compared 

with the budgeted figure during the financial year. The Committee recommended the 

County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  
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 Appoint/designate receivers of revenue pursuant to Section 157 of the Public 

Finance Management Act and provides information on the same within 60 days 

from the adoption of this report. 

3. Payroll System 

Examination of the Integrated Personnel and Payment Data (IPPD) system for the 

months of July, 2015 to June, 2016 revealed the following anomalies: 

3.1 Shared Bank Accounts 

In the payroll for the month of July, 2015 two officers shared one personal bank 

account as detailed below: 

     Gross  

  Job   Pay Net Pay 

Payroll No Names Group 
 

 
Account No. Kshs. Kshs. 

 Hussein Fatuma      

20140122961 Yarrow G  
100000000000

0 
30527 25968.25 

20140122998 Ati Habiba Aden G  
100000000000

0 
30527 25968.25 

No reason was given by management for the anomaly 

 

Management Response 

What is indicated above as account number is not really a bank account number and 

management don’t understand the audit query. 

 

Committee’s Observation and Recommendation 

The Committee noted that the County Government had weak internal control 

systems arising from a lack of policies to guide operations and recommended that the 

County Government should develop a staff establishment, documentation 

management policy and risk management policy and submit a report to the senate 

within 60 days of adoption of this report.  

 

 3.2 Employees Earning Less Than a Third Basic Pay 

Examination of IPPD system further revealed that five (5) officers, as detailed below, 

earned net salaries that were less than a third (1/3) of their basic pay during the month 

of July. 2015 contrary to DPM Circular Ref. No. DPM 2315A Vol. XVIII/ (55) dated 25th 
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September, 2008 which prohibits officers from over-committing their salaries to 

checkoff deductions. 

Payroll No Names Job 

Group 

Basic 

Pay 

One-Third 

 

Basic Pay 

Net Pay 

1983001027 All Farah Mohamed G 21,304 7,101.33 5757.75 

1983001158 Hassan Athar Madey F 16,080 5,360 4737 

1990067351 Issack Hussein Adan E 13,140 4,380 3460.5 

1990067458 Osman Ali Farah E 13,140 4,380 3926 

2009088071 Wanjala Kennedy Mufutu H 22,369 7,456.33 6700.95 

 

No explanation was given by management why the officers were allowed to 

overcommit their salaries resulting to the low net salaries. 

Management Response 

Some of the staff has over committed their salaries through SACCO and other loans. This 

happened in the month of July 2015 and management have since corrected the anomalies 

in the subsequent month of August 2015.Attached is IPPD print out for review by the 

auditors 

Committee’s Observations and Recommendations  

The Committee noted that the County Government had weak internal control 

systems arising from a lack of policies to guide operations and recommended that the 

County Government should develop a staff establishment, documentation 

management policy and risk management policy and submit a report to the senate 

within 60days of adoption of this report.  

 

4.0 Failure to Establish Internal Audit Committee 

The County Executive of Mandera did not establish an internal audit committee to 

oversee financial operations in the County Executive contrary to Section 155(5) of the 

Public Finance Management Act, 2012 and Section 167(1) of the Public Finance 

Management Regulations, 2015 which requires County Government entities to 

establish an audit committee. 

Therefore County Executive breached the law.  

 

Management Response 
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The audit committee has not been established at the time of the audit. Management did 

advertise for this committee twice (4th August 2018 and as per attached advertisement but 

received very poor response. The last advertise was made on 23rd February 2019. The 

committee has now been appointed as per the attached letters of appointment. The county 

is in the process of finalizing their operationalization. 

 

Committee’s Observations and Recommendations  

 

The Committee noted that the Audit Committee had not been established in the 

County Government entity as required by PFM (County Governments) Regulations, 

reg. 167 and recommended that the Governor takes administrative and disciplinary 

action be taken upon the accounting officer for negligence of duty. 
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CHAPTER THREE: MOMBASA COUNTY EXECUTIVE 

 

3.1. FINANCIAL YEAR 2017/2018. 

 

The Governor of Mombsa County, Hon. Hassan Joho appeared before the Committee on 16th 

September, 2019 and 6th July, 2020 to respond (under oath) to audit queries raised in the Report 

of the Auditor General on Financial Statements for Mombasa County Government for the 

Financial Year 2017/2018. 

 

1.0  Variance between Financial Statements and Integrated Financial Management 

Information System (IFMIS) Figures. 

It was not clear why the figures in IFMIS varied with the figures as presented in the financial 

statements for the year ended 30 June 2018 and the management did not avail reconciliation. 

Description Amounts as per 

Financial Statements 

Submitted 

(Kshs) 

Amount as per 

IFMIS 

 

(Kshs) 

Variance 

 

      

(Kshs) 

Total Receipts 12,030,853,990 6,604,710,610 5,426,143,380 

Total Payments 11,258,288,713 7,537,883,150 3,720,405,563 

Total 23,289,142,703 14,142,593,760 9,146,548,943 

 

It was not clear why the figures in IFMIS varied with the figures as presented in the financial 

statements for the year ended 30 June 2018 and the management did not avail a reconciliation. 

Consequently, the financial statements for the year ended 30 June 2018 were not in agreement 

with IFMIS which is the accounting systems in use. 

Management Response 

The Governor stated that- 

1. The auditor ran an IFMIS miscellaneous receipt register for exchequer release only and 

did not run the full miscellaneous receipt report for the whole year. The correct IFMIS 

miscellaneous report for the whole year is kshs. 9,945,270,25 and not kshs. 6,604,710,610 

as indicated in the audit report.  
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2. The correct IFMIS payment report for the year under review was kshs. 10,202,771,988 

and not kshs. 7,537,883,150 indicated by the Auditor as payments in the Audit report.   

3. The payments were keyed into IFMIS but because the cash management module had not 

been fully operationalized for auto reconciliation, there was a difference between the 

financial statement and IFMIS.  Financial statements are prepared based on the actual 

payments made which ties to the bank accounts. 

Committee Observations and Recommendations 

The committee noted that there was no reconciliation during the time of audit, however 

management explained and justified the circumstances then satisfactorily. The Committee 

further noted that the accuracy of the financial statements and the IFMIS is a prime 

responsibility of the county government. The committee further observed that the 

variances do occur in the system, however it’s the user’s responsibility to clear outstanding 

effects in IFMIS systems through auto-reconciliations regularly. The committee therefore, 

recommended that the County CEO must ensure that the IFMIS reports produced are the 

true records. The committee further recommended that the counties should constantly 

train the staff and have staff commitment to regularly interrogating the system.    

  

2.0  Unsupported Bank Balances 

The statement of assets and liabilities as at 30 June 2018 reflects bank balance of Kshs. 

986,694,435 as detailed in note 21A to the financial statements. However, included in the bank 

balance of Kshs. 986,694,435, is an amount of Kshs. 167,856,174 being balance of eight (8) 

bank accounts and whose cashbooks and bank reconciliation statements were not availed for 

audit review as shown below; 

No. Name of Bank, Account No. Account Name Balance 

(Kshs.) 

i Eco Bank Cost Sharing 483,178 

ii Equity Bank Mock 624,345 

iii Equity Bank Business Current 

Account 

-3,696 

iv Standard Bank LASDAP 1,064,900 

V Chase bank  Revolving fund 0 

vi Cooperative LATF 21,486 

vii National Bank Coast Provincial General 

Hospital 

164,601,061 

vii KCB Salary control account 1,064,900 

 Total   167,856,174 
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In the foregoing, the accuracy and completeness of the bank balance amounting to Kshs. 

167,856,174 as at 30 June 2018 could not be confirmed. We could therefore neither do bank 

reconciliations nor confirm the figures in the financial statements. 

Management Response. 

The County Executive stated that- 

1. the said Bank Accounts were for the defunct Municipal council of Mombasa in which 

there was no official handing over to the County Government of Mombasa. It was 

therefore difficult to obtain statements since the bank does not recognize the current office 

holders as signatories. 

2.  Efforts to close the bank account have been made by the county but the bank has been 

uncooperative citing lack of signatories.  

3. The County legal department commenced legal proceedings to freeze the account, 

repatriate any funds held therein and close the account.  The county has also written to 

IGRTC to seek guidance on the same. 

4. That County could not therefore do bank reconciliation nor confirm the figures in the 

financial statements. 

5. The County submitted to the Committee the Letters to Advocate, Bank, IGTRC and 

request for statement letters for review. 

6. On Chase bank Revolving fund of Kshs. 0., This was transferred to the county assembly 

through a journal voucher in 2016/2017 and the County provided the Journal voucher.  

7. National Bank- Coast Provincial General Hospital (FIF) of Kshs164, 601, 061, the 

County availed the bank reconciliation statement and extract of cash book for review. 

8. On Kenya Commercial Bank - Salary control of Kshs.1, 064, 900, the County stated that 

this was a salary control account which has balance brought forward from previous 

financial year, the account was no longer in operation and should not have been reflected 

in the financial statements. A journal entry was passed to clear it from the books. 

Committee’s Observations and Recommendations 

The committee noted that there were legal hurdles for closure of these eight (8) accounts. 

The committee recommended that the county government should hasten the process of 

closure of these accounts and report the action taken within 60 days after the adoption of 

this report.  

3.0  Deposits and Retentions.  

The statement of assets and liabilities as at 30 June 2018 reflects a balance of Kshs.52,561,443 

in respect of accounts payables – deposits and retentions. However, no records of outstanding 

deposits and retentions payable as at 30 June 2018 was availed for audit review.  
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In addition, audit verification of the Finance and Economic Planning department’s payment 

details revealed that during the period under audit, a total of Kshs.94,698,212 was paid to various 

contractors as retentions for contracts completed in previous financial periods. However, 

accounts payables - retentions as at 30 June 2017 were Kshs.14,587,788, resulting to an over 

payment Kshs.80,110,424 and whose  basis could not be determined. 

In the circumstances, the propriety and accuracy of accounts payables – deposits and retentions 

balance of Kshs.52,561,443 as at 30 June 2018 could not be confirmed. 

Management Response. 

The Governor stated that- 

1. all records of the deposits and retentions was availed for audit review; 

2. According to the records there was no overpayment; 

3. The Retentions bank account was operationalized in the course of the financial year 

2016/2017 so postings were done for only the amounts retained in that financial year; In 

the year under audit the total retentions posted was Kshs. 128,170,258 hence the total 

retentions as at 30th June 2018 is  Kshs. 142,758,046, tabulated as follows: 

 

Opening balance as per bank statement                                            14,587,788 

Add   Amount Retained during the year                                           128,170,258 

                                                                                                                  142,758,046 

Less   Retentions paid during the year                                               (90,196,603) 

Closing balance (Taken to Financial Statements)                            52,561,443 

The County further submitted for review by the Committee the Breakdown of opening balance 

Kshs. 14,587,788, records of Amount retained during the year of Kshs. 128,170,258, Amount 

paid during the year Kshs. 90,196,603 and Breakdown of closing balance Kshs. 52,561,443. 

Committee’s Observations and Recommendation 

The Committee noted with concern the failure of the County Government entity to submit 

documents to the Auditor General so as to carry out an audit. The Committee therefore 

recommended that the accounting officer undertakes administrative actions forthwith 

against the responsible officers in accordance with section 156(1) of the Public Finance 

Management Act and provides a status report to the Committee within 60 days from the 

adoption of this report. If the behaviour persists during the audit of the FY2020/2021, the 

Accounting Officer may be prosecuted in line with Section 199 for breach of section 197(k) 

of the Public Finance Management Act. 

 

4.0 Exchequer Release. 
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The statement of receipts and payments reflects Kshs. 8,542,439,306 in respect of exchequer 

releases for the year ended 30 June 2018. The figure of Kshs. 8,542,439,306 comprises of 

equitable share of Kshs. 8,154,000,000 and conditional grant to Level 5 hospital of Kshs. 

388,439,306. However, audit verifications revealed that there was no evidence of separate books 

of accounts maintained for conditional grant as set out in County Allocation of Revenue bill, 

2017. 

Further, evidence that Accounting officer prepared and submitted quarterly performance reports 

to County Treasury with copies to the National Treasury and Ministry of Health on the utilization 

of Level 5 grant as per County Allocation of Revenue bill, 2017 was not availed for audit. 

In addition, records at the department of health indicate that only Kshs. 92,232,869 was 

disbursed to Coast General Hospital resulting to undisbursed amount of Kshs. 296,206,437. It 

was, therefore, not possible to determine whether the funds were utilized towards sustaining the 

activities of Coast General Hospital as set out by the grant conditions. 

In the foregoing circumstances, the accuracy, completeness, regularity and value for money of 

exchequer releases amounting to Kshs. 296,206,437 for the year ended 30 June 2018 could not 

be ascertained. 

Management Response. 

The County Executive responded as follows- 

1. The grants did not have designated accountants for the first half of the financial year 

however from 1st January 2018 separate books of accounts were maintained and the grant 

amounts were spent according to the grant conditions as per attached schedule. 

 Quarterly expenditure reports were prepared and submitted to the CECM finance and 

economic planning on due dates.  

2. The special purpose account was opened in January 2018, before then the County 

Treasury used to pay the health department grant expenditures on its behalf. The Kshs. 

92,232,869 was transferred to Coast Provincial Hospital after the special purpose account 

was opened and the balance of Kshs. 296,206,437 was used to pay Coast General Hospital 

Suppliers directly by the county Treasury before the special purpose account who 

operationalized. 

Committee’s Observations and Recommendation 

The committee noted that the county agreed with audit findings that there were differences 

however they were able to explain the reasons satisfactorily. The Committee further noted 

that there was poor record keeping in the procurement and accounting departments. The 

Committee recommended that- 
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 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should ensure 

adherence to paragraph 90 of the Public Finance Management (County Governments) 

Regulations. 

 The county should ensure they keep accurate record of exchequer releases. 

 

5.0 County Own Generated Receipts. 

5.1. Other Property Income – Rates.  

According to Note 9 to the financial statements, County own generated receipts of Kshs. 

3,168,434,397 for the year ended 30 June 2018 include other property income of Kshs. 

733,030,703 which relates to property rates. However, the valuation roll which was used for 

billing the plot owners had not been updated with new land subdivisions while more than 4,000 

plots had been registered in the name of owners who could not be identified. Information 

available indicates that the new valuation roll had been finalized. However, there was no 

evidence that the outstanding rates had been reconciled to reflect the correct balances. 

Consequently, the accuracy and completeness of other property income of Kshs. 733, 030, 703 

for the year ended 30 June 2018 could not be confirmed. 

Management Response. 

The County Executive submitted that- 

1. The valuation roll was complete and has been implemented. 

2. In accordance with Section 9(3) of the said Valuation for Rating Act Cap 266, the draft 

valuation roll upon completion was handed to the County Secretary On 21st of February, 

2018, the roll was then tabled before and noted by the County Assembly on 2nd August, 

2018. Notification was published on 5th October, 2018 for the public to inspect the draft 

roll for 28 days inviting objections from the land owners. Each ratable property owner 

was also sent a notification of the new property values as is required by the Section 9(4) 

of the Cap 266 to come forward and inspect their new values and lodge objections or 

concerns if any.  

3. The draft roll was then deposited with County Executive Committee Member of Lands 

where it was made available in the offices of the Department of Land Physical Planning 

and Housing for Public Inspection during business hours. Landowners accessed, 

extracted and made copies of the roll in respect to the individual interest.  

4. Rateable Property Owners who were aggrieved by the prescribed values of their property 

were invited to register objections by paying a fee of Kshs. 500 and filling an objection 
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form within the stipulated 28 days from the date of publishing the notice. Upon closure 

of the objection period on 14th November, 2018, 6689 cases/objections had been lodged. 

The County then embarked on the formation of a valuation court headed by Senior 

resident magistrate Hon Rita Amwayi, for hearing of the objection cases which upon 

resolve will culminate in the certification of the new valuation roll. This process has 

further stalled due to the emergent COVID 19 pandemic. 

5. In view of the updated rates a scenario analysis to determine the appropriate rate struck 

was done and a revision of the former tariff of 14% for Commercial/Industrial property 

adjusted to 0.8% and similarly the 7% for Residential/Agricultural property revised to 

0.6% of the unimproved site values of the rateable property. These values compare fairly 

and favourably with those of other Cities in the Country even before the entrenchment of 

their various revised rolls.  

6. Mombasa County implemented the new valuation roll in January 2020 and ratepayers to 

started paying the new rates. However, the law society of Kenya Mombasa branch, North 

coast Rate Payers association, and one Francis Kiarie Kariuki went to court requesting 

for status quo. 

7. A ruling was made on 25-2-2020 granting conservatory order to stay the implementation 

and enforcement of the decision by the County Government of Mombasa to increase the 

Property Rates and amend the Valuation Roll in Mombasa County as published in the 

Notice of Publication of the Draft Valuation Roll 2011 dated 3rd October 2018, pending 

hearing and determination of the application. 

8. The County Government of Mombasa complied with the court orders and payments of 

rates reverted to the old Roll 

9.  In the case of the plots whose owners cannot be identified; The contracted consortium of 

Valuers obtained accurate data for the provision of accurate content of valuation roll on 

the description, location, area, value, name and address of owner and unimproved site 

value. In the process a clean up of double entries was done and any missing values were 

imputed.  

10. The complete valuation roll has captured the properties in question and upon uploading 

of the new roll such cases will have been resolved. 

The County Executive provided for review by the Committee the Newspaper Advertisement, 

County Assembly tabling correspondences and court orders. 

Committee’s Observations and Recommendation 

The committee noted that the county already took an action, and that the matter stands 

resolved. The committee however, recommended that the county should appoint/designate 

receivers of revenue pursuant to Section 157 of the Public Finance Management Act and 

provides information on the same within 60 days from the adoption of this report. 
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5.2 Revenue Not Transferred to County Revenue Fund Account. 

The statement of receipts and payments reflects County own generated receipts of Kshs. 

3,168,434,397 for the year ended 30 June 2018. Audit verifications of transfers of revenue to 

County Revenue Fund Account revealed that only a total of Kshs. 2,513,611,537 was transferred 

to County Revenue Account resulting to a balance of Kshs. 654,822,860. This is contrary to 

Section 109(2) of the Public Finance Management Act, 2012 which requires each County 

Treasury to ensure all money raised or received by or on behalf of the County Treasury to ensure 

all money raised or received by or on behalf of the County Government is paid into the County 

Revenue Fund Account. 

In addition, out of the Kshs. 654,822,860 not transferred to the County Revenue Fund Account, 

only Kshs. 605,763,456 was explained leaving Kshs.49, 059, 404. 

No. Location Amount 

(Kshs) 

1 Co-operative bank collection account – balance as at 30 

June 2018 

1,102 

2 KCB I Collection account– balance as at 30 June 2018 4,380,504 

3 KCB II Collection account– balance as at 30 June 2018 32,341,495 

4 KCB Main 3,319,893 

5 KCB Deposit 4,145,042 

6 NBK Collection account– balance as at 30 June 2018 24,796,845 

7 Collection Commissions and bank charges 78,888,830 

8 Collections from Health Facilities 428,598,264 

9 Payroll deductions 29,291,481 

 Total 605,763,456 

 

Consequently, the County Executive was in breach of Law. 

Management Response. 

The difference of Kshs 49, 059, 404 which was not transferred to the County Revenue Fund 

included the Service & transfer Charge fees  of Kshs. 41,264,453, Bank Charges of Khs 193,919 

and other Health Facilities 7,601,032 

Committee’s Observations and Recommendation 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now stands 

resolved. 
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5.3 Business Permits. 

Included in other county own generated receipts balance of Kshs. 3,168,434,397 under Note 9 

to the financial statements is revenue from business permits of Kshs. 509,931,894 which 

includes revenues of Kshs. 17,322,000 from liquor licensing which falls under the mandate of 

the Liquor Control Fund. Information available indicates that during the period under audit, 

liquor licenses were applied and paid via E- Citizen platform which is controlled by the County 

Treasury. However, there was no evidence that the funds were remitted to the Liquor Control 

Fund. 

In addition, Liquor Control Fund’s financial statement for the year 2017/2018 reflects a 

receivable of Kshs. 17,322,000 from the County Treasury although the liability has not been 

reflected in these financial statements and it’s not clear how it has been accounted for. 

Consequently, the accuracy and regularity of business permits of Kshs. 509,931,894 for the year 

ended 30 June 2018 could not be confirmed. 

Management Response. 

The money was banked into executive CRF in order to conform to PFM Act 2012, 109 which 

requires banking of all revenues from liquor licenses to CRF account as the revenues were 

collected through the eCitizen platform. The county however, did not disburse the funds to liquor 

control fund as the fund was undergoing structural changes to have the board and relevant 

committees in place that would then put a budget and their request for utilization of funds. We 

however confirm that these funds were intact in the account as at 30th June 2018. 

Kshs. 15,000,00 was then transferred to the Liquor Control Fund Account in 2018/19 financial 

year. 

The County provided Evidence of Payment to the Committee for review. 

 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted.  The committee recommend that the CECM Finance should 

ensures there is compliance of the PFM Act.  

 

Other Matters 

1.0 Budget Controls and Performance. 

1.1. Budget Absorption. 
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The County Executive of Mombasa had an approved budget estimates of Kshs. 12,513,800,701 

voted for the financial year 2017/2018 comprising of Kshs. 3,754,140,210 for development and 

Kshs. 8,759,660,491 for recurrent expenditure. The County Executive’s actual expenditure 

amounted to Kshs. 11,258,288,712 resulting to net under absorption of Kshs. 1,255,511,989 or 

10% of the voted amount as summarized below; 

 Item 

Budgeted 

Allocation 

2017/2018 

(Kshs) 

Actual 

 2017/2018 

(Kshs) 

Under 

Absorption 

 

(Kshs) 

Absorption 

in % 

Development 3,754,140,210  2,924,645,430 829,494,780 78 

Recurrent 8,759,660,491 8,333,643,282 426,017,209 95 

Total 12,513,800,701 11,258,288,712 1,255,511,989 90 

 

The overall under absorption of the approved budget of Kshs. 1,255,511,989 or 10% indicates 

that some development activities planned for the year were not undertaken. This may have a 

negative impact on the delivery of goods and services to the residents of Mombasa County. 

Management Response. 

The County Executive stated that- 

1. The under absorption emanated from unrealized local revenues, thus the inability to fully 

implement the whole budget and that the County has put in place measures and strategies 

to increase local revenue collection to reduce budget deficit.   

2. In the 2015/16FY the budget absorption rate was at 85% compared to 71% in the 2014/15 

FY, while for the FY 2017/18 it was 89% giving an overall improvement. 

3. The delay in disbursement of funds from the exchequer also greatly affected the overall 

budget absorption.  

Committee’s observations and Recommendations 

 

The Committee observed that there was under collection of revenue when compared with 

the budgeted figure during the financial year. The Committee recommended the County 

Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  
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 Appoint/designate receivers of revenue pursuant to Section 157 of the Public Finance 

Management Act and provides information on the same within 60 days from the 

adoption of this report. 

1.2. Budget Analysis. 

Out the total approved budget estimates of Kshs.12,513,800,701 for the financial year 2017-2018, 

a total of Kshs.11,258,288,712 had been spent as at 30 June 2018 resulting to under expenditure of 

Kshs.1,255,511,989. The budget absorption analysis is as detailed below: 

 

 Item 

Budgeted 

Allocation 

2017/2018 

(Kshs)  

Actual 

 2017/2018 

(Kshs)  

Under 

Absorption 

 

(Kshs)  

Over 

Absorptio

n 

 

(Kshs) 

Absorptio

n in % 

Compensation 

of employees 

4,946,126,81

5 

4,594,693,318 351,433,497  7 

Use of goods 

and services 

2,334,924,99

9 

2,084,498.590 250,426,409  11 

Transfers to 

other 

government 

units 

667,637,636 525,366,106 142,271,530  21 

Other grants 

and transfers 

382,340,176 369,929,840 12,410,336  3 

Acquisition of 

assets  

2,797,274,18

0 

2,155,057,086 642,217,094  23 

Other 

payments  

1,385,496,89

5 

1,528,743,773  143,245,87

8 

10 

Total 12,513,800,7

01 

9,175,874,621.

59 

1,398,758,86

66 

143,245,87

8 

 

 

The County Executive had an under-expenditure of Kshs.1,398,757,866 or 11% of the budget. This 

implies that public funds were lying idle at the expense of other deserving areas. The 

underutilization of the funds may have impacted negatively on the delivery of goods and services 

to the residents of Mombasa County or may be an indication of over-budgeting and hence there is 

a need to re-evaluate the budgeting process to focus on more priority areas as guided by public 

participation in the budget making process.   
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Management Response. 

The under absorption emanated from unrealized local revenues, thus the inability to fully 

implement the whole budget. However, the County has put in place measures and strategies to 

increase local revenue collection that will reduce county budget deficit.  Comparatively in the 

2015/16FY the budget absorption rate was at 85% compared to 71% in the 2014/15 FY, while 

for the FY 2017/18 it was 89% giving an overall improvement. 

The perennial delay in disbursement of funds from the exchequer also greatly affects the overall 

budget absorption.  

 

Committee’s observations and Recommendations 

The Committee observed that there was under collection of revenue when compared with 

the budgeted figure during the financial year. The Committee recommended the County 

Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection; 

 Appoint/designate receivers of revenue pursuant to Section 157 of the Public Finance 

Management Act and provides information on the same within 60 days from the 

adoption of this report; and  

 The National Treasury through KRA should provide an advisory on revenue collection 

especially on system automation and regulations.  

 

1.3. Under Collection of Revenue. 

The statement of receipts and payments for the year ended 30 June 2018 indicate that the County Executive 

collected Kshs. 3,168,434,397 from local sources compared to Kshs. 3,166,240,961 collected in 

2016/2017 financial year representing Kshs. 2,193,436 or 0.07% rise in revenue collection. However, 

according to the 2017/2018 approved budget estimates, the County Executive expected to collect Kshs. 

3,500,000,000 from local sources which implies the County Executive had a deficit Kshs. 331,565,603 or 

9% of the targeted revenue. 

Further, audit analysis revealed reduction of revenue on the following revenue sources as compared to 

revenue collected in 2016/2017 financial year shown below: 
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Revenue Source 

2017/2018 

(Kshs.) 

2016/2017 

(Kshs.) 

Reduction 

(Kshs.) 

Reduction 

% 

Other property income 733,030,703 940,652,182 207,621,479 22% 

Other health & sanitation 775,046,024 820,968,697 45,922,673 6% 

Vehicle parking 471,907,695 513,941,197 42,033,502             8% 

Total 1,979,984,422 2,275,562,076 295,577,654 13% 

 

Although the management has attributed the reduction to electioneering period, this is an indication of 

possible revenue leakages, or inefficient revenue collection systems contrary to Section (157) (2) of the 

Public Finance Management Act, 2012 which requires that the receiver of County Government revenue 

to ensure that the revenue for which the receiver is responsible is collected or recovered, and is accounted 

for.  

 

The County Executive may not be able to fully finance its budget activities which may affect delivery of 

goods and service to residents of Mombasa County. 

Management Response. 

The County Executive responded as follows- 

1. During the financial year 2017/18, there was a prolonged presidential election that affected revenue 

collection, 

2.  Resistance from some stakeholders for the new revenue streams such as the shipping levy, which 

was contested by the Kenya Ports Authority and the National Government leading to non-collection 

of the targeted revenue, 

3. Lack of revenue collection automation in all the revenue streams; 

4. Lack of specific revenue streams enabling legislation, which led to court battles and hence non-

collection of the estimated revenues; 

5. The County had budgeted as per the devolved functions under Schedule Four of the Kenya 

Constitution 2010, which devolved shipping, and ferry services which the National Government 

refused to devolve leading to non-collection of the revenues; 

6. The public challenged the Finance Act and obtained court orders that stopped the County from 

collecting revenue in those particular revenue streams; 
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7. Various companies went to court to protest the introduction of the new levy such as the Kenya 

Calcium, Base Titanium, and Kenya Association of Manufactures among others, which delayed 

the collection of the revenues. 

Committee’s observations and Recommendations 

The Committee observed that there was under collection of revenue during the financial 

year. The Committee further observed that the County Executive ought to have factored 

the revenue collection challenges that usually affect their revenue potential targets, 

especially during similar periods. The Committee recommended the County Executive to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection;  

 Ensure strengthening the revenue forecasting model to enhance realism in their own 

source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act and 

provide information on the same within 60 days from the adoption of this report. 

 

1.4 Office of the Governor. 

The office of the Governor was allocated a total budget of Kshs. 254,539,046 which comprise of 

Kshs. 47,237,930 for development and Kshs. 207,301,116 for recurrent. However, by the close of 

the financial year, total of Kshs. 218,544,989 had been spent leaving Kshs. 35,994,057 or 14% of 

the budget unutilized.  

 

Below is analysis of the major vote heads: 

 

Budget Vote 

Budget 

Amount 

(Kshs.)  

 Actual 

Expenditure 

(Kshs.)  

 Under-

Absorption  

 Communication, Supplies and 

Services  

           

2,243,265  

     1,743,265          

500,000    

 Domestic Travel and 

Subsistence, and Other 

Transportation Costs  

        29,441,600  22,209,750      

7,231,850  

Foreign travel and Subsistence 

Allowance  

20,941,737 13,925,476 7,016,261 
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 Printing , Advertising and 

Information Supplies and 

Services  

15,300,000 2,942,900 12,357,100 

 Rentals of Produced Assets  6,860,000 660,000 6,200,000 

 Hospitality Supplies and 

Services  

24,767,900 10,774,100 13,993,800 

 Insurance Costs  4,133,408 2,933,408 1,200,000 

 Fuel Oil and Lubricants  6,920,000 2,860,000 4,060,000 

 Other Operating Expenses  20,688,872 11,313,700 9,375,172 

 Office and General Supplies and 

Services  

12,000,000 1,666,100 10,333,900 

 Purchase of Vehicles  15,000,000 0 15,000,000 

 Purchase of Office Furniture 

and General Equipment  

18,000,000 1,736,100 16,263,900 

Total 176,296,782 72,764,799 103,531,983 

 

From the above analysis, all the Kshs.15,000,000 allocated for purchase of vehicles remained 

unspent by the close of the financial year. It was not clear why the funds were allocated to the office 

when it had no capacity to absorb. This is an indication of lack of prioritization in the budget making 

process whereby priority need to be given to areas with capacity to absorb the funds and with high 

positive impact on lives of the citizens of Mombasa County. 

 

The underutilization of the funds may have impacted negatively on the delivery of goods and 

services to the residents of Mombasa County. 

 

Management Response. 

1. The County did not meet its local revenue target for the year, austerity measures was 

therefore put in place to stop expenditure on non-essential services to avoid accumulation 

of pending bills.  

2. Purchase of vehicles for Ksh. 15,000,000 remained unspent by the close of the financial 

year as it was considered non-essential service. 

Committee’s observations and Recommendations 

The committee noted that there was under collection of local revenue. The committee 

further noted that the county did not spend Kshs 15 million because it was non-essential, 

the committee accepted the county government explanations and recommended that the 

query be cleared.  
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2.0  Implementation of County Fiscal Objectives. 

According to the 2017-2018 County Fiscal Strategy Paper, the following were listed as county 

strategic priorities: 

i. Investing in quality and accessible health care. 

ii. Youth, sports & Gender empowerment. 

iii. Provision of quality education. 

iv. Investment in water & transport infrastructure development 

v. Improved land services. 

However, audit review of the approved budget estimates and County Review Outlook Paper 

revealed the following anomalies: 

2.1. Deviation from County Fiscal Objectives. 

Development budget allocation to departments revealed the following allocation: 

 

Departments 

Approved Estimates  

(Kshs.) 

Allocation 

% 

County Executive      81,648,620  2 

Public Service Board      20,925,803  1 

Finance & Economic Planning    502,657,429  13 

Energy, Environment & Waste Management      56,452,690  1 

Education, Information Technology     343,414,890  9 

Health Services    531,581,774  14 

Water, Sanitation & Natural Resources     352,650,000  9 

Youth, Gender , Sports and Cultural Affairs    284,179,499  7 

Trade, Tourism & Investment    131,171,827  3 

 Lands, Housing and Physical  Planning     438,299,698  11 

Transport & Infrastructure    691,205,663  18 
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Departments 

Approved Estimates  

(Kshs.) 

Allocation 

% 

Agriculture, Fisheries, Livestock and Co-

operatives    252,023,161  6 

Devolution & Public Service Administration    232,015,000  6 

 Total   3,918,226,054   

 

From the above analysis, the department of Finance and Economic Planning which is not one of 

the priority departments was allocated Kshs.502,657,429  being 13% of the total development 

budget whereas of Education, Information &Technology, Youth, Gender, Sports & Cultural 

Affairs and Lands, Housing & Physical  Planning were allocated lesser proportion of 9%, 7% 

and 11% respectively. This implies that county resources were allocated to non-priority areas at 

the expense of the set strategic goals contrary to Section 117 (3) on Public Finance Management 

Act, 2012 which provides that strategic priorities and policy goals in the County Fiscal Strategy 

Paper will guide the county government in preparing its budget for the coming financial year 

and over the medium term. 

 

In addition, there was no evidence that the county government received approval from the 

County Assembly to deviate from the financial objectives as set in County Fiscal Strategy Paper 

in line with Section 108 of the Public Finance Management Act, 2012.  

Consequently, contrary to Section 31 (f) of the Public Finance Management (County 

Government) Regulations, 2015, the budget estimates for year under audit, did not take into 

account fiscal priorities which could have contributed to the realization of the desired policy 

outcome. 

Management Responses.  

The appropriation act conforms with the County Strategic priorities, as the 5 priorities areas 

highlighted in the CFSP have the highest budgetary allocation as indicated in the approved 

budget and in comparison to the departments of Public Service Board, County Executive, Trade 

& Tourism, Agriculture, livestock & fisheries, and Devolution which have lower budget ceilings 

as they were not priority sectors for the financial year 2017/2018. 



 
 

263 
 

Other than the 5-priority sectors mentioned above, the department of finance was allocated a 

higher ceiling due to the fact that all County pending bills are paid through the said department.  

Committee’s observations and Recommendations 

The Committee noted that the county deviated from its strategic plan and recommended 

that the County Government Should observe strict adherence to the PFM Act Section 31(f) 

and all attendance regulations.  

2.2 Missed Development Goals. 

Audit review of the program based budgets of the key priority departments revealed that the 

following intended project activities were not implemented during the financial year in line with 

set strategic priorities as detailed below: 

No. Department Strategic Objective Interventions not Implemented 

 1. Health Services  Investing in quality and 

accessible healthcare 

services 

 Construction of 2   mortuaries in 

Likoni and Tudor Sub-county 

hospitals 

 Upgrading of 9 dispensaries to health 

centres 

 2. Youth, Gender 

and Sports 

Youth, gender and sports 

empowerment 

 Improve ten social   halls in the county; 

 Establish a one stop shop for the youth 

(Tononoka Hall). 

 3. Water & Natural 

Resources 

Provision of effective and 

efficient water and 

sewerage services 

through increased water 

supply, sanitation and 

sewerage coverage 

 Purchase of 2   bowsers 

 Laying of 3 km pipeline 

 Renovation and construction of 10 

toilets  

 4. Lands and 

Housing 

Improved land services 

 

 Three planned satellite cities  

   -Mwakirunge Eco-City  

   -Jomvu City  

   -Shikaadabu Petro City  
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No. Department Strategic Objective Interventions not Implemented 

 Purchase of land  

 5. 

  

Children Provision of quality 

education 

 

 Hiring of ECD teachers and 

supervisors  

 

Management has attributed the non-implementation to lack of funds, although budget allocation 

to the departments should have been as per the program based budget.  

The County Government should ensure resources are allocated in line with set strategic priorities 

as outlined in the County Fiscal Strategy Paper. Any deviation must be approved by the County 

Assembly based on prevailing circumstances and such should be published and publicized in 

line with Section 108 of Public Finance Management Act, 2012.  

This may have affected service delivery to the residents of Mombasa County. 

Management Response. 

No. Department Strategic 

Objective 

Intervention not 

Implemented 

Response 

1. Health 

Services 

Investing in 

quality and 

accessible 

healthcare 

services 

Construction of 2 

mortuaries in Likoni 

and Tudor 

 

 

 

 

 

 

Upgrading of 9 

dispensaries to health 

centers 

Due to constraints of funds 

county had to re-prioritize its 

ADP development projects 

thus these were dropped 

since Tudor is close to Coast 

General Hospital and Likoni 

has low maternal mortality  

All the 9 health centers have 

been upgraded 

Mvita Hc, Miritini CDF, 

Bokole CDF, Jomvu Model 

HC, Mlaleo HC, Mbuta HC, 

Kaderbuoy HC, Kongowea 

Hc and Shika Adabu HC 

2.  Youth, 

Gender and 

Sports 

Youth, Gender 

and Sports 

empowerment 

Improve 10 social halls 

in the county; 

8 social halls have been 

improved. Tudor, Mikindani, 

Chaani, Changanmwe, 
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Establish a one stop 

shop for the youth 

(tononoka Hall) 

Likoni, Majengo, Frere 

Town 

One stop shop is in the 

current financial year 

budget. 

 

 

 

3. Water and 

natural 

resources 

Provision for 

effective and 

efficient water 

and sewerage 

services 

 Purchase of 2 

bowsers 

 Laying 3 km 

pipeline 

 Renovation and 

Construction of 

10 toilets 

 4 water bowsers 

purchased serving 

130 tanks in the 

villages 

 The connection from 

Nyali Bridge to Coast 

General Hospital 

dedicated line 

completed and is in 

use. Other works 

under WSDP are 

ongoing. 

 Ablution blocks not 

yet started. Delayed 

by ownership title 

documents and 

subsequently NEMA 

licenses. These have 

been resolved and 

provided in 20/21 

budget. 

 

 

4. 

 

Lands and 

Housing 

Improved Land 

Services 

 Three planned 

satellite cities 

- Mwakirunge Eco City 

- Jomvu City 

 

- Shikaadabu Petro 

City 

Due to resource constraints 

the county could not do all 

the three cities but settled on 

Jomvu City to do Miritini 

industrial park. The county 

has partnered with Trade 

Mark East Africa. As at now 
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Committee’s observations and Recommendations 

The committee noted the county government made adjustments in their priority programs 

within the law. The committee further noted that the County demonstrated various efforts 

to address the situation. The committee recommended that the expenditure should always 

be aligned with the budget as provided for in Sec 108(1) of the PFM Act.  

2.3 Projects in Annual Development Plan Not Implemented. 

Audit review of the 2017-2018 Annual Development Plan of the County government of 

Mombasa against projects implemented revealed that the following projects earmarked for 

implementation were not undertaken as detailed below: 

 Department of Finance and Economic Planning 

No. Project Performance Indicators 

1 Internet Connection  

 

5 sections connected to the 

internet  

2 Installation of Customer Relations 

Management System (CRM)  

Offsite backup and restore 

system  

 

3 Purchase of Motor vehicles  2 vehicles purchased for 

quarterly audits and M&E field 

visits and reports  

No. Department of Water & Natural Resources 

1 Procurement of water bowser  2 Water Bowser purchased  

- Purchase of Land the feasibility study and 

master plan is ready and we 

are waiting for the license 

and gazettement of the 

project  

5 

 

Children Provision for 

quality 

Education 

Hiring of ECD teaches 

and supervisors 

103 teachers have been 

employed 
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Supply water to households  400 households supplied with 

water  

2 Construction/Rehabilitation/Expansion 

of water supply network.  

3km pipeline laid.  

 

3 Purchase of exhauster  No. 8m3 exhauster purchased 

4 Renovation and Construction of Public 

Toilets  

10 Renovated and 10 public 

toilets constructed  

5 Procurement of Double Cabin P/UPS and 

Motor Cycles(Yamaha)  

2 No. Double Cabin P/UPS.  

5 No. Motor Cycles (Yamaha) 

purchased  

No. Department of Health Services 

1 Construction of incinerators  

 

5 incinerators constructed 

(Likoni, Tudor & Portreitz sub-

county Hosps, Mbuta MHC & 

Mrima HC)  

2 Construction of one maternity unit Construction of a maternity unit 

at Portreitz Hospital Maternity  

 

No. Project Performance Indicators 

3 Construction of perimeter wall Construction of perimeter walls 

at the CPGH and 79 existing and 

new CG facilities 

4 Construction of mortuaries 2 Mortuaries constructed in 

Likoni and Tudor sub-county 

Hospitals 

5 Refurbishment of health facilities  40 health facilities refurbished 

6 Equipping of health facilities;  

 

9 dispensaries upgraded to 

Health centres (Magongo, 

Bokole, Miritini, Shimo Annex, 
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Construction of maternity wards  Kongowea, Utange and Bamburi 

dispensaries)  

7 Installation of solar panels in Health 

Facilities  

Level 5 facility fully energy 

efficient  

No. Department of Agriculture, Livestock & Fisheries 

1 Purchasing breeding animals  

 

200 dairy goats and 3000 

improved local poultry procured  

2 Agricultural machinery and equipment 2 tractors purchased  

3 Constructing slaughter houses  2 slaughterhouses constructed 

4 Constructing cold storage facilities  2 cold storage of milk 

constructed  

5 Constructing Poultry slaughter house  3 Poultry slaughter house 

constructed  

6 Acquisition of modern fishing boats and 

gear for fishermen  

4 Operational modern fishing 

boats 

7 Construction of cold storage facilities  2 cold storage of milk 

constructed  

No. Department of Lands and Housing 

1 Implementation of  

Zoning plan Development Application 

and implementation regulations  

No of zoning plan and regulation 

implementation reports  

2 Plan Approvals Survey 200 subplots and 

retention R.I.M amendment 2,000 sub 

plots  

200 subplots approved; 

 

2,000 sub plots registered  

3 Purchase of land  Land purchased  
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4 Inspection of Houses  

-preparation of BQs  

-tendering & awarding  

-handing over of sites to contractor  

-supervision  

-issuance of completion certificate  

No of residential houses 

refurbished  

No. Department of Transport and Infrastructure 

1 Installation of traffic signal lights 4 junctions of traffic signal lights 

installed and maintained  

2 Construction of access routes.  

 

Construction of jetties  

6km of access routes constructed 

and improved.  

 

Construction of 4 number jetties.  

3 Construction of marshalling yard and bus 

park.  

Marshalling yard and bus park 

constructed on 90 acres of land 

 Purchase ferries to ferry passengers to 

Mtongwe.  

3 ferries purchased for 

reintroduction of Mtongwe ferry 

services  

4 Water Bowser for roadwork's One number water bowser truck 

purchased  

 

Non-implementation of activities set in the annual development plan, brings into question the 

basis for preparation of the 2017-2018 program based budget as the budget could not be linked 

to the annual development plan which is in violation of Section 126 (3) of the Public Finance 

Management Act 2012, which requires that County Governments prepare Annual Development 

plans, which become the guiding development blue prints in any given financial year. 
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As a result, the county government may not realize the set objectives in the County Integrated 

Development Plan (CIDP), the Second Medium Term Plan and the Vision 2030. This is an 

indication of improper planning. Further, the management may need to re-think on its budget 

making process with a view to focusing on more priority areas. 

Management Response 

The County was unable to undertake the projects as outlined in the ADP due to: 

 Unrealized local revenue to fund the projects 

 Delayed disbursements of funds from national government 

 Limited distribution of funds from the National Government due to the unfavorable CRA 

formula which does not cater for issues like the floating population. 

 Lengthy procurement procedures that delay the projects being launched. 

 

The County has ensured that all the projects in question have been factored in the CIDP of 

2018/19 and would be implemented and spread within the next five years. 

Committee’s observations and Recommendations 

The committee noted the county government made adjustments in their priority programs 

within the law. The committee further noted that the County demonstrated various efforts 

to address the situation. The committee recommended that the expenditure should always 

be aligned with the budget as provided fir in Sec 108(1) of the PFM Act.  

 

3.0  Project Implementation. 

3.1. Project Status. 

Project implementation status reports of the following 46 sampled projects availed for audit 

reflected the following as at 30 June 2018: 

 

 

No. Project Activity 

Contract 

Cost 

(Kshs.) 

% of 

Work 

Done 

1 Refurbishment of revenue offices in Shimanzi  10,634,740  16% 
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No. Project Activity 

Contract 

Cost 

(Kshs.) 

% of 

Work 

Done 

2 Periodic maintenance of VOK Loop & Kambi access 

road  

44,385,729  30% 

3 Periodic maintenance of exhibition & old nyali road  25,635,602  55% 

4 Routine maintenance of Mshamara, St. Mtwapa Ave, 

Mkuyu, Mwijaka & Nairobi road  

15,907,503  45% 

5 Improvement Changamwe industrial area road  27,535,786  48% 

6 Improvement to gravel standard of Mwakirunge-

dumpsite Ndingirikani access road  

17,188,301  59% 

7 Improvement to gravel standard of access road to 

kiembeni AIC church & construction of cross culvert   

15,687,089  41% 

8 Periodic maintenance of Maungano Turkana and 

hospital roads 

24,297,033  38% 

9 Improvement of changamwe industrial area road 36,637,685  66% 

10 Routine maintenance of Mwinyi Mpate Chai Voi 

Mwatate roads  

15,078,856  44% 

11 Construction to concrete standard & walkway 

improvement of section Anwaral  

46,136,610  14% 

12 Routine maintenance of Dedani Kimathi Baluch & 

Mwinyi roads  

16,225,785  53% 

13 Periodic maintenance of Maasai Buxton estate & 

Kafoca  

31,733,975  46% 

14 Routine maintenance of Taveta,Tewa,Taratibu St 

Ugenya Uyoma and Vihiga roads  

16,366,549  46% 

15 Improvement of Mtopanga estate road  37,378,538  23% 
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No. Project Activity 

Contract 

Cost 

(Kshs.) 

% of 

Work 

Done 

16 Construction of Bamburi Mtamboni access road to 

gravel standard  

8,911,993  69% 

17 Construction of Majaoni Kashani access road  56,541,110  7% 

18 Construction of baobab road to gravel standard  11,347,684  68% 

19 Construction to gravel standard of access road behind 

mamba village   

21,181,442  41% 

20 Construction of Sagaa b8 to Pride Inn road Nayli sub 

county 

70,241,902  44% 

21 Periodic maintenance of Meru factory & workshop 

roads  

25,163,662  55% 

22 Routine maintenance of Jomvu Khamis, Lions Club 

& Mwatate roads  

15,468,417  51% 

23 Improvement to gravel standard of access road to 

Bedzimba primary school   

17,188,301  45% 

24 Improvement to gravel standard of access road to 

estate opposite Utange petrol station  

16,683,628  41% 

25 Routine maintenance of Lungalunga  Maalim Juma 

Maasai Mbuyuni and Msaada roads  

17,539,066  47% 

26 Kadzandani -Bamburi storm water  drainage and road 

improvement  

35,039,642  28% 

27 Routine maintenance Mwinyi Aboud, Makadara, 

Kaunda, Light House & Kiambu roads   

15,918,247  51% 

28 Improvement to gravel standard of Kazandani access 

road former MCAs office KERRA Cabro & access to 

masters  

17,578,489  44% 
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No. Project Activity 

Contract 

Cost 

(Kshs.) 

% of 

Work 

Done 

29 Construction of Jomo Kenyatta public beach access 

road walkways, parking areas to Cabro standard  

29,760,128  25% 

30 Development of sports facility at Uwanja Wa Mbuzi 

Kongowea Mombasa county  

66,270,664  16% 

31 Routine maintenance of lions club Pwani Manyimbo 

Mariaka Lane Marsabit Masa and Mbuyuni roads  

17,322,109  48% 

32 Improvement of Kilima and Rockwall cafe access 

road  

12,563,732  41% 

33 Routine maintenance of access road to navy staff 

quarters  

15,043,746  46% 

34 Periodic maintenance of coast house Mwamba 

avenue road  

21,168,629  56% 

35 Construction of access road connecting KRATI road 

& AAR hospital links road  

26,771,890  58% 

36 Periodic maintenance of second, third, fourth, fifth & 

sixth  avenue  

45,347,865  36% 

37 Shika Adabu Hospital 55,827,355 55% 

38 Mtongwe Hospital 56,391,421 80% 

39 Marimani Hospital 53,609,243 85% 

40 Vikwatani Hospital 54,031,377 70% 

41 Improvement of County Stadium 61,290,854 40% 

42 Dingirikani Elimu School 27,190,278 55% 

43 Buxton Elimu School 24,063,554 92% 

44 Chaani Elimu School 28,788,548 66% 
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No. Project Activity 

Contract 

Cost 

(Kshs.) 

% of 

Work 

Done 

45 Longo Elimu School 28,711,661 90% 

46 Bomu Stadium 85,075,195 98% 

 

Audit inspection and discussion with the management confirmed that the projects were on-going. 

However, the delay in their completion may imply that the intended beneficiaries may take long 

to realize the immediate value for money, and the prolonged completion date may lead to cost 

escalations due to inflation. 

Management Response. 

The projects started at different times and by the time of audit were at various levels of 

completion due to various reasons as pointed out in the attached table. 

However, most of the projects are since complete and in use. (See current Status below) 

No. Project Activity Status as 

Per 

Auditor 

(%) 

Current 

Status (%) 

1 Refurbishment of Revenue Offices in Shimanzi 16 Complete and 

in use. 

2 Periodic maintenance of VOK Loop and Kambi 

Access Road. 

30 Complete and 

in use. 

3 Periodic maintenance of Exhibition & Old Nyali 

Road 

55 Complete and 

in use. 

4 Routine maintenance of Mshamara St, Mtwapa 

Avenue, Mkuyu, Mwijaka and Nairobi Road. 

45 Complete and 

in use. 

5 Improvement of Changamwe Industrial area roads.  48 Complete and 

in use 
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6 Improvement to gravel standard of Mwakirunge 

dumpsite Digirikani access Road. 

59 Complete and 

in use. 

7 Improvement to gravel standard of access road to 

Kiembeni AIC Church and construction of cross 

culvert. 

41 Complete and 

in use. 

8 Periodic maintenance of Maungano, Turkana and 

Hospital Roads. 

38 Complete and 

in use. 

9 Improvement of Changamwe Industrial area road.  66 Complete and 

in use 

10 Routine Maintenance of Mwinyi mpateChai, Voi 

Mwatate Roads 

44 Complete and 

in use. 

11 Construction to concrete standard and walkways 

improvement of section of Anwarali 

14 Complete and 

in use. 

12 Routine maintenance of Dedan Kimathi Baluchi and 

Mwinyi Roads. 

53 Complete and 

in use. 

13 Periodic maintenance of Maasai, Buxton Estate and 

Kafoca. 

46 Complete and 

in use. 

14 Routine maintenance of Taveta, Tewa, Taratibu St. 

Ugeya, Uyoma and Vihiga Roads. 

46 Complete and 

in use. 

15 Improvement of Mtopanga Estate Road. 23 Complete and 

in use. 

16 Construction of Bamburi Mtamboni Road to gravel 

standard. 

69 Complete and 

in use. 

17 Construction of Majaoni Kashani access Road. 7 Complete and 

in use. 

18 Construction of Baobab Road to gravel standard. 68 Complete and 

in use. 

19 Construction to gravel standard of access road 

behind Mamba Village. 

41 Complete and 

in use. 
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20 Construction of Sagaa B8 TO Pride Inn Road Nyali 

Sub county. 

44 Complete and 

in use. 

21 Periodic maintenance of Meru Factory & Workshop 

Roads. 

55 Complete and 

in use. 

22 Routine maintenance of Jomvu Khamis Lions Club 

and Mwatate Roads. 

51 Complete and 

in use. 

23 Improvement to gravel standard of access road to 

Bedzimba Primary School.  

45 Complete and 

in use 

24 Improvement to gravel standard of access road to 

Estate opposite Utange Petrol Station. 

41 Complete and 

in use 

25 Routine maintenance of Lungalunga Maalim Juma 

Maasai Mbuyuni and Msaada Roads. 

47 Complete and 

in use. 

26 Kadzandani-Bamburi Storm water drainage and 

Road Maintenance. 

28 Complete and 

in use. 

27 Routine maintenance Mwinyi Aboud Makadara 

Kaunda Lighthouse and Kiambu Roads. 

51 Complete and 

in use. 

28 Improvement to gravel standard of Kadzanani access 

road, former MCAs office KERRA Cabro & access to 

Masters 

44 Complete and 

in use. 

29 Construction of Jomo Kenyatta Public beach access 

Road. Walkways, Parking area to cabro standard 

25 Complete and 

in use. 

30 Development of sports facility at Uwanja wa Mbuzi 

Kongowea Mombasa County 

16 Complete and 

in use. 

31 Routine maintenance of Lions Club Pwani 

Manyimbo Mariaka Lane Marsabit Masa and 

Mbuyuni Roads 

48 Complete and 

in use. 

32 Improvement of Kilima and RockWall Café access 

Road 

41 Complete and 

in use. 

33 Routine maintenance of access road to Navy Staff 

quarters. 

46 Complete and 

in use. 
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34 Periodic maintenance of coast house Mwamba 

Avenue Road 

56 Complete and 

in use. 

35 Construction of access road connecting KRATI Road 

and AAR Hospital Link Road.  

58 Complete and 

in use 

36 Periodic maintenance of Second Third Forth Fifth 

and Sixth Avenues. 

36 Complete and 

in use. 

37 Shika Adabu Hospital 55 80 

38 Mtongwe Hospital  80 Complete 

39 Marimani Hospital  85 Complete 

40 Vikwatani Hospital  70 Complete and 

in use 

41 Improvement of County Stadium  

Due to non performance of the contractor, we have 

re advertised the project since the contractor 

abandoned the sight. A new contract has been 

awarded to do a mega stadium. The initial contract 

was for doing a running track and planting grass on 

the football field. 

40 40 

42 Digirikani Elimu School  55 65 

43 Buxton Elimu School 92 Complete and 

in use. 

44 Chaani Elimu School  66 66 

45 Longo Elimu School 90 Complete and 

in use 

46 Bomu Stadium 98 

 

Complete and 

in use  

 

The County further provided the Project Status Report, Completion certificates and photos for 

verification and consideration by the Committee. 
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Committee’s Observation and Recommendations 

The Committee observed that-  

 No information was provided to the auditors during audit exercise; 

 Projects were still incomplete beyond the stipulated contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects and 

provide information on the Project status, and plans to complete them, within 60 days 

from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 

3.2. Project Inspection. 

Audit inspection undertaken in the month of November, 2018 for eighteen (18) of the sampled 

projects implemented during the period under audit revealed the following observation: 

 

No. Project Project Cost 

(Kshs.) 

Inspection Observations 

1 Purchase of Garbage 

Trucks 

103,008,000  5 trucks had dents caused by 

accidents and log books 

were withheld by supplier 

2 Purchase of 28 high 

density fibre fishing 

boats  

198,975,431  The boats were at the 

supplier’s yard in Malindi. 

Information available 

indicates that the 

department of Agriculture is 

awaiting for the passage of 

relevant laws to operate the 

project 

3 Office furniture and 

fittings 

14,876,330  The furniture were not 

tagged making it impossible 

to confirm the ones 

delivered 
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No. Project Project Cost 

(Kshs.) 

Inspection Observations 

4 City Restoration 

Project Pedestrian 

Walkways Haile 

Sselassie 

43,955,589  Walkways in use although 

not complete 

 No signage erected to 

identify project owner 

5 Improvement to 

Gravel Standard of 

Mwakirunge-

Dumpsite Ndingirikani 

Access Road 

10,126,866 
 No signage erected to 

identify project owner 

 Road in use although the 

gravel is washed out. 

6 Improvement to 

Gravel Standard of 

Access Road To 

Kiembeni AIC Church 

& Construction of 

Cross Culvert  

6,374,884  Road in use. 

 No signage erected to 

identify project owner 

7 Construction to 

Concrete Standard & 

Walkway 

Improvement of 

Section Anwaral  

6,368,825  Walkways in Use although 

not complete 

 No signage erected to 

identify project owner 

8 Grading & Spot 

Improvement Using 

Gravel of Kiembeni 

Estate Road  

7,997,461  Road in use. 

 No signage erected to 

identify project owner 

9 Routine Maintenance 

of Haile Sellase 

Avenue Maungano St 

Turkana and Taita 

Roads  

8,433,944 No signage erected to identify 

project owner 
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No. Project Project Cost 

(Kshs.) 

Inspection Observations 

10 Improvement of 

Mtonpanga Estate 

Roads Kisauni  

13,095,098  Road in use although the 

part of the walk-ways had 

not been done 

11 Construction of 

Majaoni Kashani 

Access Road  

4,231,714  No signage erected to 

identify project owner 

12 Construction of Sagaa 

B8 to Pride Inn Road 

Nayli Sub County  

31,031,947  No signage erected to 

identify project owner 

13 Improvement to 

Gravel of Access Road 

to Kiemebni Hill 

Roads Estate & to 

Ndirikani Primary 

School Roads  

13,609,897  No signage erected to 

identify project owner 

 

14 Repair of Various 

Roads to Cabro 

Standard Within 

Majengo Liberty Lotus 

Lane Jamvi La Wageni 

and Mama Ngina First 

6,975,122 No signage erected to identify 

project owner 

15 Mariakani, Mwagogo, 

Serani Primary 

Sch.Lane, Mvita, 

Mombasa Hosital 

Access ,David 

Kayanda & Kizingo 

Estate roads 

           

7,032,053 

Road in use but no signage 

16 Improve of Umoja 

Road 

5,394,757  No signage erected to 

identify project owner 
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No. Project Project Cost 

(Kshs.) 

Inspection Observations 

17 Mtopanga Access 

Roads (L32) to Cabro 

Block Pavement 

           

23,850,070 

 No signage erected to 

identify project owner 

 Road not complete 

 

18 

Mombasa CBD 

Restoration pedestrian 

walkway Moi 

Avenue,Nkurumah 

56,547,975  Walkways in Use although 

not complete 

 No signage erected to 

identify project owner 

 

As the above projects affect service delivery to the residents of Mombasa County, The County 

Executive should put in place proper project monitoring systems to ensure projects are 

implemented as per specifications and within the set timelines. Further, all projects must have a 

sign-post indicating the name of the project, source of funds, contractors, supervisors and 

contract period to distinguish projects implemented by other government agencies. 

Management Response 

1. Purchase of Garbage Trucks- 5 Trucks has dents and Logbooks withheld by supplier; 

I. Due to the nature of the work the trucks do, the dents were inevitable but were in 

proper working condition. The trucks are scheduled for yearly maintenance where the 

bodies are panel beaten for proper maintenance; 

II. At the time of audit, the supplier had not been fully paid but was latter fully paid and 

copies of the Logbooks provided. 

2. On the Purchase of 28 high density fiber fishing boats- The Boats still at supplier yard in 

Malindi, the County stated that- 

I. The boats were delivered on time, but they could not be released to the Beach 

Management units. 

II. The deep-sea fishing gear and fishing nets had not been delivered and this 

occasioned the delay in release of the boats to Beach Management Units 

III. 28 modern boats (with accessories such as GPS, fish finder and compass) and 

gears (ring nets, gill nets and long lines) have been inspected, delivered and 

handed over to the 14 Beach Management Units with a membership of over 3,000 

fishermen, traders and boat owners; 
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IV. The department has conducted training of Beach Management Units on 

governance, group dynamics and financial management. 100 boat operators have 

also been trained on boat operations and maintenance of the boats; 

V. Fish production has increased significantly since the launch of the project. So far 

the fishermen have realized an increase of up to 40 % fish catch.  

3. On this matter, the Governor provide to the Committee the Inspection and Acceptance 

Report, Distribution List, Memorandum of Understanding with the Boat Management Units 

and Photos of the Fishing Boats and launching for verification. 

4. On the Office furniture and fittings- Furniture not tagged, the County informed the 

Committee that the furniture had been tagged and available for verification. 

5. On the City Restoration Project Pedestrian Walkways Haile Selassie, the County stated that 

it was Complete and in use and Publicity Signboard erected.  

6. On the Improvement to Gravel Standard of Mwakirunge-Dumpsite Ndingirikani Access 

Road- Gravel washed out, the Publicity signboard now erected. 

7. On the Improvement to Gravel Standard of Access Road to Kiembeni AIC Church & 

Construction of Cross Culvert, it was Complete and in use and Publicity Signboard erected. 

7. on the Construction to Concrete Standard & Walkway Improvement of Section Anwaral- Not 

complete, the County stated that it Works completed as per the scope and Publicity sign board 

erected.  

8. Grading & Spot Improvement Using Gravel of Kiembeni Estate Road, the County stated the 

Publicity signboard was erected. 

9. Routine Maintenance of Haile Sellase Avenue Maungano St Turkana and Taita Roads, The 

Publicity signboard was erected. 

10. Improvement of Mtopanga Estate Roads Kisauni, the project was complete and in use. 

Publicity signboard erected. 

11. Construction of Majaoni Kashani Access Road- Publicity signboard erected. 

12. Construction of Sagaa B8 to Pride Inn Road Nyali Sub County; Publicity signboard erected. 

13.Improvement to Gravel of Access Road to Kiembeni Hill Roads Estate & to Ndirikani 

Primary School Roads; the Publicity signboard erected. 

14. Repair of Various Roads to Cabro Standard within Majengo Liberty Lotus Lane Jamvi La 

Wageni and Mama Ngina First The project is now complete and in use, publicity signboard was 

also erected. 
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15.Mariakani, Mwagogo, Serani Primary Sch.Lane, Mvita, Mombasa Hospital Access, David 

Kayanda & Kizingo Estate roads, the County submitted that Road was complete and in use, 

publicity signboard erected. 

16. Improvement of Umoja Road, the erected County Publicity signboard. 

17. Mtopanga Access Roads (L32) to Cabro Block Pavement- the Road was Complete and in 

use, Publicity signboard erected. 

18. Mombasa CBD Restoration pedestrian walkway Moi Avenue, Nkrumah- Complete and in 

use, publicity signboard erected. 

The County Executive to the Committee for consideration the Project Status Reports, payment 

certificates and photos. 

Committee’s Observation and Recommendations 

The committee noted the mitigation measures made by the county government, and agreed 

with the recommendations by the auditor general. The Committee recommended that the 

County Executive should put in place proper project monitoring systems to ensure projects 

are implemented as per specifications and within the set timelines. Further, all projects 

must have a sign-post indicating the name of the project, source of funds, contractors, 

supervisors and contract period to distinguish projects implemented by other government 

agencies. 

 

3.3 Stalled Projects. 

Audit inspection undertaken in month of November, 2018 on some sampled projects revealed 

that the following projects had stalled: 

No. Project Cost (Kshs.) Inspection Observations  

1 Parking and open 

public space 

improvement 

(Mwabundu Road) 

34,788,644 Contractor had abandoned the 

site 

 

Mechanics have returned to the 

site 

2. Construction of 30 bed 

hospital at Vikwatani 

54,031,377 The project commenced in 

2014/2015 and was supposed to 

be completed in December 2015. 
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By the time of audit, the 

contractor was not on site.  

 Total 88,820,021  

 

The public may not get the benefits of the intended services from the incomplete projects. 

Further, public funds amounting to Kshs.150,110,875 may go to waste if measures are no put in 

place to revive the projects and implementation fast tracked in the next financial year. 

This is, also, an indication of lack of public participation before a project is implemented which 

leads to lack of ownership of such projects contrary to Section 115 (1) of the County Government 

Act, 2012 which demands public participation in the county planning processes. In addition, 

most of the projects were not branded and it was therefore not possible to confirm whether the 

projects were funded by the County government or another government agency. 

Management Response. 

 

1. Parking and open public space improvement (Mwabundu road) - Kshs. 34,788,644-the 

County stated that the Contractor had abandoned the site and mechanics had returned due 

to-  

 The contractor commenced works on 10th February 2019 amid a lot of resistance 

from the mechanical artisans and garage owners operating on the proposed site for 

improvement; 

 With the assistance of County enforcement officers the contractor managed to 

commence work even though the artisans gave resistance citing lose of live hood 

for their families; 

 The artisans kept on encroaching the area that the contractor had completed or 

partially completed; 

 The achievement so far before the contractor moved out of site citing hard working 

conditions and lack of cooperation from the stakeholders (Jua Kali artisans) is as 

follows: - 

a) Site Clearance and Earthworks- 90% 

b) Gravel works- 89% 

c) Pedestrian walkway -95% 

d) Road Furniture- 85% 
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e) Parking area- 25% 

f) Overall progress -70% 

The County to conduct further stakeholder’s engagement to have the artisans removed or 

relocated to pave way for the parking area to be improved. The contractor to move to site and 

complete laying the cabro on parking area since the gravelling works had been done 

 

 2. Construction of 30-bed hospital at Vikwatani Kshs.54, 031,377 

The County stated that the project was started in the 2015/2016 financial year but due to cash 

flow constraints, the county had to stagger the project for some time. The implementation 

resumed and the project completed and in use. 

The County further provided the Hospital Projects Status report and photos for review by the 

Committee.  

Committee’s observation and Recommendations 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects and 

provide information on the Project status, and plans to complete them, within 60 days 

from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who abandon 

works.  

 

 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 

RESOURCES. 

Basis for Conclusion. 

1.0 Handing Over of Assets and Liabilities from the Defunct Local Authorities. 

As reported in the previous year, Annex 5 to the financial statements reflects cumulative assets 

amounting to Kshs. 14,541,061,999. According to the accompanying disclosure note, the 

balance of Kshs. 14, 541, 061,999 include assets inherited by the County Government from the 
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defunct Municipal Council. However, there is no evidence availed for audit to indicate that the 

assets and liabilities were handed over to the County Government. 

In the circumstances, it is difficult to keep track of the public assets and liabilities, which may 

lead to loss or misappropriations and legal suits. 

Management Response.  

The County Executive responded as follows- 

1. There was no official over of Assets and Liabilities of the Defunct Local Authority 

however for prudence the assets were included in the financial statements.  

2. A committee was constituted through gazette notice no 4370 of 18th May 2018 to identify 

the assets and liabilities and which submitted a report to Intergovernmental Relations 

Technical Committee on 28th August for action. 

3. IGRTC final report to IBEC counties are required to budget for liabilities but there was 

no direction on handing over of the Assets. 

The County Submitted letter of report on Assets and Liabilities to IGRTC. 

Committee’s Observation and Recommendations 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities and 

the Intergovernmental Relations Technical Committee (IGRTC) and recommended that 

County Governments should prepare a register of assets and liabilities and designate an 

officer who shall be responsible for the custody and updating of the register. 

The committee noted with concern that the county government lacked land ownership 

documents and recommended that the county government should acquire title deeds for 

all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to ensure 

that it has a properly updated assets register. The Committee recommended that the 

county executive completes a properly updated assets register and provides a status report 

within 60 days from the adoption of this report. 

 

2.0 Pending Bills. 

According to other important disclosures No. 1 on page 33 to 105 of the financial statement, 

pending accounts payable balance was Kshs. 4,024,141,648 as at 30 June 2018. 

The analyzed projects affects affect service delivery to the residents of Mombasa County. The 

County Executive should put in place proper project monitoring systems to ensure projects are 

implemented as per specifications and within the set timelines. Further, all projects must have a 
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sign- post indicating the name of the project, source of funds, contractors, supervisors and 

contract period to distinguish projects implemented by other government agencies. 

Committee’s Observation and Recommendations 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may distort the 

planning and procurement and may expose the County Government to litigations that will 

cost huge amounts of money in legal fees and fines that may be imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial year. 

 The CECM-Finance should always ensure that a statement on county government debt 

management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

2.1. Over Commitment. 

According to the approved budget estimates availed for audit, total over commitments were 

Kshs. 435,600,124 as at 30 June 2018 giving rise to pending bills of Kshs. 4,024,141,648 from 

Kshs. 3,588,541,524. This implies irregular commitment of expenditure to settle the pending 

bills. As a result, the management was in breach of Section 50 (2) of the Public Finance 

Management (County Government) Regulations, 2015 that states that expenditure commitments 

for goods and services shall be controlled against spending and procurement plans approved by 

the responsible Accounting Officer, based on allocation and allotments from approved budgets. 

Management Response. 

The County stated that- 

1. The commitments under reference were within the available budgetary provisions; 

however, the pending bills in question are as a result of funding constraints in respect of 

unmet local revenue targets. 

2. The 3.5B was opening pending bills  

3. The county had a revenue target to collect of 3,500,000,000 but managed to collect only 

Kshs.3, 168,434,397 due to unforeseen factors hence the pending bills accrue. 

Committee’s Observation and Recommendations 

The Committee noted the concern raised by the auditor and recommended that the County 

Assembly of Mombasa should ensure that the County Executive develops a comprehensive 

plan on debt management and road map to settle pending bills during the budget making 

process. 
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The Committee also observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may distort the 

planning and procurement and may expose the County Government to litigations that will 

cost huge amounts of money in legal fees and fines that may be imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial year. 

 The CECM-Finance should always ensure that a statement on county government debt 

management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

2.2. Pending Bills Register. 

Audit verification revealed that the County Executive does not maintain a register of pending 

bills.  

This is Contrary to Section 51 (1) of the Public Finance Management (County Government) 

Regulations, 2015 which provides that each accounting officer shall cause records to be kept in 

such a form as shall clarify at any time, in respect of each of his or her votes. It was therefore 

not possible to confirm the accuracy of pending bills in the absence of the register. 

Management Response. 

The pending bills register is ready, up to date and available for verification. The County provided 

a copy of the Pending bills register. 

Committee’s Observation and Recommendations 

The Committee noted with concern the failure of the County Government entity to submit 

documents to the Auditor General so as to carry out an audit. The Committee therefore 

recommended that the accounting officer undertakes administrative actions forthwith 

against the responsible officers in accordance with section 156(1) of the Public Finance 

Management Act and provides a status report to the Committee within 60 days from the 

adoption of this report. If the behaviour persists during the audit of the FY2020/2021, the 

Accounting Officer may be prosecuted in line with Section 199 for breach of section 197(k) 

of the Public Finance Management Act. 

 

3.0 Transfers to Other Government Units. 

The statement of receipts and payments reflects amount of Kshs. 525,366,106 in respect of 

transfers to other government units for the year ended 30 June 2018. The transfers to other 

government units of Kshs. 525,366,106 was in respect of transfers to County Assembly. 
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However, according to the County Revenue Fund bank account statement, only Kshs. 

225,647,616 was transferred to the County Assembly leaving the balance of Kshs. 299,718,490 

which was explained as payments made by County Executive on behalf of the County Assembly 

including employee cost of Kshs. 230,333,406. It was not clear why the County Executive 

continues to manage the County Assembly’s payroll despite the County Assembly having a 

separate budget and requests its own funds directly from the Controller of Budgets. The practice 

may affect the spirit of separation of powers between the Executive and Assembly in line with 

Article 185 (3) of the Constitution of Kenya which states that a County Assembly, while 

respecting the principle of the separation of powers, may exercise oversight over the county 

executive committee and any other county executive organs. 

The County Executive violated the spirit of separation of powers as stated in the Constitution. 

In the foregoing, the regularity of the transfers to other government units’ amount of Kshs. 

230,333,406 for the year ended 30 June 2018 could not be confirmed. 

Management Response. 

The county executive paid salaries for the County Assembly because the county assembly KRA 

pin had been deactivated hence could not remit the deducted pay as you earn tax. This has now 

been rectified and the county Treasury has now transferred the county assembly salaries as 

requested for to the county assembly to pay on its own. 

The County provided the Correspondences on reactivating of County Assembly Kenya Revenue 

Authority pin and the County Assembly pin certificate for verification and to the satisfaction of 

the Committee. 

Committee’s Observation and Recommendations 

The committee noted the county assembly faced challenges in accessing their funds to 

facilitate the salary payments. The committee further noted that the transaction though 

needy was irregular. The committee recommended that the county government should 

strictly adhere to the law and the spirit of separation of powers.  

4.0. Defunct Local Authority’s Bank Accounts. 

As reported in previous audits, a review of the supporting list of bank account balances of Kshs. 

986,694,435 for the year ended 30 June 2018 revealed that five (5) bank accounts of the defunct 

Municipal Council of Mombasa were still operational. This is contrary to Section 119 (2) of the 

Public Finance Management Act, 2012 which requires each County Treasury to establish a 

single account at the Central Bank of Kenya or a bank approved by the County Treasury. No 

proper explanation was given for the anomaly. 
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Management Response. 

The County informed the Committee that- 

1. Efforts have been made by the county government to close all existing municipality 

accounts however the banks declined to take instructions from current county officials 

and insist that the instructions to close these accounts should be forwarded by the existing 

signatories of the defunct municipal council accounts.   

2. The legal department has since given instruction to commence proceedings to freeze the 

accounts, repatriate any funds held therein and close the accounts. 

3. That the County sought help from the Inter-Governmental Relations Technical 

Committee (IGRTC) regarding the closure of the defunct Mombasa Municipal Bank 

accounts. 

The County submit the Legal action correspondences and letters to IGRTC for verification by 

the Committee. 

Committee’s Observation and Recommendations 

The committee noted that there were legal hurdles for closure of these five (5) accounts. 

The committee recommended that the county government should hasten the process of 

closure of these accounts and report the action taken within 60 days after the adoption of 

this report. Further, the Committee recommended that the Office of the Auditor General 

should review the query in the subsequent Financial Years to ensure compliance with the 

direction given in this report.  

5.0 Non- Closure of Bank Accounts in Commercial Banks. 

As reported in the previous year audits, the County Executive operates seventeen (17) bank 

accounts in various Commercial Banks which include the bank accounts for the defunct local 

authority. 

As at the time of audit, seven (7) bank accounts with a total balance of Kshs.6,335,350 had not 

been closed and neither were bank reconciliations submitted to the Office of the Auditor – 

General as detailed below: 

 

No. 

Name of Bank Account Name Balance as at 30 June 

2018  

(Kshs.)  

I Chase Bank  Revolving fund 0  
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Ii Co-operative Bank LAFT 21,486 

Iii Eco Bank Cost Sharing 483,173  

Iv Equity Bank Mock 624,345 

V Equity Bank  Business C/A (3,696) 

Vi Kenya Commercial Bank MSA Deposit 4,145,042 

Vii Standard Bank LASDAP           1,064,900 

 Total  6,335,250 

 

This is contrary to Section 82(1) (a) and (b) of the Public Finance Management (County 

Government) Regulations, 2015 which requires all County exchequer accounts to open at the 

Central Bank of Kenya except imprest bank account, revenue bank account and County public 

fund bank accounts. No proper explanation was provided for this anomaly. 

Management Response. 

This was an account for the defunct Municipal council of Mombasa in which there was no 

official handing over to the County Government of Mombasa. It was therefore difficult to obtain 

statements since the bank does not recognize the current office holders as signatories. Efforts to 

close the bank account have been made by the county but the bank has been uncooperative citing 

lack of signatories. The County legal department has since commenced legal proceedings to 

freeze the account, repatriate any funds held therein and close the account.  The county has also 

written to IGRTC to seek guidance on the same. We cannot therefore do bank reconciliation nor 

confirm the figures in the financial statements. 

The County provided the Letters to Advocate, Bank, IGTRC and request for statement letters. 

1. Chase Bank- Revolving fund Kshs. 0 

Management Response. 

This was money paid as deposit for the members of county assembly loans and mortgage 

scheme. At that time, County assembly payments were still being paid by the county Treasury. 

The County Assembly has since started managing the mortgage scheme and therefore the deposit 

amount should be treated as transfer to the County Assembly. A journal voucher has been raised 

to correct the anomaly. 

The County provided the Journal Voucher for verification by the Committee. 
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2. Kenya Commercial Bank- MSA Deposit Kshs. 4,145,042. 

The account was reconciled with the bank statement and provided the reconciliation statement 

and Cash Book. 

Committee’s Observation and Recommendations 

The committee noted that there were legal hurdles for closure of these accounts. The 

committee recommended that the county government should hasten the process of closure 

of these accounts and report the action taken within 60 days after the adoption of this 

report.  

6.0 Outstanding Imprest. 

It was observed that during the period under audit, imprest amounting to Kshs.25,763,603 was 

issued on behalf of other staff contrary to the Section 91 (2) of the Public Finance Management 

( County Government) Regulations, 2015 which states, ‘’that  the officer authorized to hold and 

operate imprest shall make a formal application for imprest through an imprest warrant.’’ It was 

not clear why the officers could not take responsibility for their imprests. It was further noted 

that there were no clear security arrangements while carrying such large amounts of cash to 

avoid loss of public funds as stipulated in Section 89 of the Public Finance Management (County 

Government) Regulations, 2015 on security for cash in transit. 

The County Executive was therefore in breach of law 

Management Response. 

During the period of audit counties were experiencing System challenges limiting the county 

when it comes to processing multiple imprest especially where large number of staff are required 

to attend workshops. 

However, this has significantly improved in subsequent years due to upgrade of the system by 

the National treasury 

It is also important to note that the same imprest have been duly accounted for. 

Committee’s Observation and Recommendations 

The committee noted that although the entire imprest was surrendered, there was violation 

of the law for not recovering within the stipulated timeframe. The committee 

recommended that the accounting officer should recover the consequential penalty 

(interest) as per reg. 93 (6) of the PFM (County Governments) Regulation.  

 

7.0 Irregular Procurement of Goods and Services. 
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Included in use of goods and services of Kshs.2,084,498,590 for the year ended 30 June 2018 as 

detailed in note 12 to the financial statements are various procurement of goods and services 

totaling Kshs.8,384,760. However, audit verifications of the procurement process revealed that 

they were done through request for quotation method whereas the amount was above the 

threshold of Kshs.2 million as detailed below: 

 

 

The 

procurement was contrary to Section 105 of the Public Procurement and Assets Disposal Act 

2015 which provides that the procurement method may only be used if the value of the goods / 

service is within the set threshold. Although the management has argued that the decision was 

based on the cost of individual items as per Section 63 (1 - a) of the Public Procurement 

Regulations 2006, however, the section applies to low value procurement and not request for 

quotations.  

Therefore, the County Government is in breach of the Law. 

Management Response. 

The County stated that-  

1. The method used in these procurements was restricted tendering. The quotation was 

meant for price checking only so as to satisfy market survey based on the price index. 

2. The method used in these procurements was restricted tendering. The quotation was 

meant for price checking only so as to satisfy market survey based on the price index.  

3. The method used in these procurements was restricted tendering. The quotation was 

meant for price checking only so as to satisfy market survey based on the price index. 

The County availed to the Committee the Award approval minutes. 

No. Quotation Reference Details Amount 

(Kshs.) 

1 CGM/PRO/QTN/16/2017-

2018 

Provision of event 

organization   

2,797,000 

2 CGM/PRO/QTN/389/2016-

2017 

Repair and servicing of 

motor vehicle 

2,261,760 

3 CGM/PRO/QTN/325B/2016-

2017 

Supply and delivery of tyres 

for vehicles 

3,326,000 

 Total 

 

  

8,384,760 
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Committee Recommendation 

The Committee observed that there was a breach of procurement laws and procedures 

which may have resulted to loss of public funds and recommended that the procurement 

department should strictly adhere to the Public Procurement and Asset Disposal Act, 2015 

in procuring goods and services.   

 

8.0 Acquisition of Assets. 

The statement of receipts and payments reflects a balance of Kshs. 2,155,055,057,086 for the 

year ended 30 June 2018 in respect of acquisition of assets detailed in note 17 to the financial 

statement. Audit verifications revealed the following anomalies. 

8.1 Construction of Buildings. 

8.1.1 Construction of Early Childhood Development (ECD) Schools. 

Included in the construction of buildings figure of Kshs. 78,819,635under note 17 to the financial 

statements is an expenditure of Kshs. 17,719,694 on construction of Early Childhood 

Development Centers. As reported in previous audits, the Department of Education undertook 

construction of 8 ECDs in eight locations in the financial year 2014/2015 at a total cost Kshs. 

214,173,840. The contract duration was 32 weeks, which commenced in May 2014 and was 

expected to have been completed in December 2015. However, as at the time of audit in the 

month of November, 2018, only four ECDs were completed while the remaining four were at 

various stages of completion, 147 weeks after the end of the official date of completion. It was 

also observed that the contract extension resulted into total price variation increase of Kshs. 

16,721, 413 which could have been saved had the project been completed as scheduled. 

This is an indication of poor project management which has led to cost escalations. Value for 

money has not been realized in the expenditure. 

Management Response. 

The County Executive stated that this was a typical occurrence on construction projects to vary 

prices because of inflation due to long implementation periods, however in this case the 

variations resulted because of change of windows from steel casements to white UPVCs frames 

sliding windows.  

The County submitted a letter from director Supply Chain Management on variations of various 

early childhood development centres and Tender variation approval Letter.  

Committee’s Observation and Recommendations 
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The Committee noted that incomplete projects indicate a disregard of project completion 

timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for non-

completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for the 

money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds lost; 

and  

Proper project conceptualization, project planning and adequate budgetary provisions for 

projects should be undertaken to ensure timely completion. 

 

8.1.2. Construction of Hospitals. 

Included in construction of buildings figure of Kshs. 78,819,635 under note 17 to the financial 

statements is an expenditure of Kshs. 57,498,900 on construction of five sub-country hospitals. 

As reported in previous audits, the Department of Health undertook construction of five sub-

country hospitals at Shika Adabu, Marimani, Mtongwe, Vikwatani and Chaani in the financial 

year 2014/2015. The hospitals were expected to have been completed by December 2015. 

The audit revealed that project completion period had been further extended to Further extended 

to February 2019 from the previous extension of March 2017 although as at the time of audit, 

November, 2018, none of the projects had been beneficiaries. Delayed completion of the project 

implies denied service delivery to the public and value for money may not be achieved. 

i). Information available indicates that the project completion period had been further extended 

to February 2019 from the previous extension of March 2017 although as at the time of audit, 

November, 2018, none of the projects had been completed. The delayed completion affects 

service delivery to the intended beneficiaries; 

Management Response.  

The County Submitted as follows- 

1. Marimani Hospital- Was started in the 2015/2016 financial year but delayed due to cash 

flow constraints. It was complete and in use. 

2. Vikwatani hospital- Was started in the 2015/2016 financial year but due to cash flow 

constraints, it is now complete. 



 
 

296 
 

3. Mtongwe Hospital- Was started in the 2015/2016 financial year but due to cash flow 

constraints, it is now complete. 

4. Shikaadabu Hospital- Was started in the 2015/2016 financial years but due to cash flow 

constraints it is now 80% complete. 

The County submitted to the Committee the Hospital Project Status report and photos and was 

confirmed by the auditors. 

Committee’s Observation and Recommendations 

The Committee noted that incomplete projects indicate a disregard of project completion 

timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for non-

completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for the 

money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds lost; 

and  

Proper project conceptualization, project planning and adequate budgetary provisions for 

projects should be undertaken to ensure timely completion. 

8.2 Construction of Roads. 

Included in the balance of acquisition of assets of Kshs. 2,155,057, 086 for the year ended 30 

June 2018 is Kshs. 1,055,925,342 for construction of roads as indicated under note 17 to the 

financial statements. However, the audit verification revealed that the County Executive of 

Mombasa maintains a register of contractors through framework contracting who have been 

clustered into four zones. However, it was not clear the basis of identifying the firms that were 

awarded contracts from the register of firms in line with Section 103 (1) of the Public 

Procurement and Asset Disposal Act, 2015 which provides conditions for use of direct 

procurement. 

The management was therefore in breach of the laws. 

Management Response. 

The selection of suppliers for specific works is done through rotational bases from the list of 

qualified suppliers/contractors based on the technical and financial capability of the 
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supplier/contractor in undertaking the works. However, by the end of the contractual period all 

in the biannual list should have participated in the execution of the works. 

Committee’s Observation and Recommendations 

The Committee observed that there was a breach of procurement laws and procedures 

which may have contributed to the misappropriation of public funds and recommended 

that the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services. The committee further 

recommended that the CEO of the County takes administrative action against the CECM- 

Finance, Chief Officer for Finance and Head of Procurement.  

 

8.3 Purchase of Office Furniture and General Equipment. 

According to note 17 to the financial statements, acquisition of assets balance balance of Kshs. 

2,155,057,086 for the year ended 30 June 2018 include a figure of Kshs. 118,442,534 in respect 

of purchase of office furniture and general equipment. Included in the figure of Kshs. 

118,442,534 is supply and delivery of computers and IT equipment at a cost of Kshs. 6,252,010. 

However, audit verification of the payment revealed that the procurement was done through 

request for quotations although the cost was above the set threshold of Kshs. 2,000,000 as per 

procurement regulations. Although the management has argued that the order was for different 

items, the items were tendered as one bid. 

The management was therefore in breach of the laws. 

Management Response. 

The method used in these procurements was restricted tendering. The quotation was meant for 

price checking only so as to satisfy market survey based on the price index                                                                                                                                                                  

Award approval minutes. 

Committee’s Observation and Recommendations 

The Committee observed that there was a breach of procurement laws and procedures 

which may have contributed to the misappropriation of public funds and recommended 

that the procurement department should strictly adhere to the Public Procurement and 

Asset Disposal Act, 2015 in procuring goods and services. The committee further 

recommended that the CEO of the County takes administrative action against the CECM- 

Finance, Chief Officer for Finance and Head of Procurement.  
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9.0  Unremitted Statutory Deductions.  

As reported in the year 2016/2017, included in pending bills balance of Kshs.4,024,141,648 is a 

total of Kshs.3,472,845,492 in respect of statutory deductions not remitted and which include 

Pay As You Earn, VAT, pension contributions and tax arrears of Kshs.433,000,000 which has 

been outstanding for a long period as detailed below:  

 

No. Deduction Amount Kshs 

1 Income Taxes 165,055,762 

2 VAT 180,853,964 

3 Pension Funds 2,691,628,416 

4 NHIF 2,307,350 

5 KRA Arrears 433,000,000 

 Total 3,472,845,492 

 

Non-compliance with statutory requirements leads to heavy penalties which may affects funds 

available for budgeted activities. 

 

Management Response  

1. The county stated that the figure of Kshs.433,000 ,000 of PAYE relates to defunct local 

authority liabilities. KRA demanded the full payment of principal sum, penalty and 

interest which necessitated going to court in 2017. On 1st February 2018 the matter was 

settled by signing agreement on the payment plan with KRA commissioned by both 

lawyers (KRA and Mombasa County Government Lawyers). Mombasa county 

government honored the payment plan and since fully paid the kshs. 433,000 of PAYE 

in the last financial year.  Income taxes and VAT are fully paid. 

The County submitted to the Committee for consideration the KRA demand letter, Court 

Decision, Payment plan, Correspondences with KRA and Payment evidence. 

2. Pension Funds Kshs. 2,691,628,416  
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I) The figure (Kshs 2,691,628,416) mentioned categorized into defunct local Authority 

(municipal council) amounting to Ksh 1,557,680,127.13 and County Government of 

Mombasa Amounting to   Ksh. 1,133,948,288,.87 which is broken down as follows-  

a) Principal sum                             Kshs. 641,568,925.02  

b) Accrued interest and penalties Kshs.  558,915,942.93 

II) The county currently has a payment agreement with the funds to pay Ksh. 25,000,000 

monthly to offset the principal sum arrears of Ksh 641,568,925 on monthly basis and 

to date the county has paid Ksh 175 Million leaving a balance of Kshs. 466,568,925.02 

of the principal sum. 

III) the county is in discussion with the fund management to freeze the penalties and 

interest.  

The County provided to the Committee the Payment commitment Letter and evidence of the 

payments made. 

 

3.  N.H.I.F. Kshs. 2,307, 350- The County stated that the amount was fully settled.  

Committee’s Observations and Recommendations 

The Committee noted that there were deductions from employees on statutory deductions 

but they were not remitted. This was blatant disregard of the law which attracts loss of 

public funds through penalties and the Committee recommended that the accounting 

officer be surcharged for the penalties and fines accrued for the non-remittance. 

 

The Committee further noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the Public 

Finance Management Act and provides a status report to the Committee within 60 days 

from the adoption of this report. If the behaviour persists during the audit of the 

FY2020/2021, the Accounting Officer may be prosecuted in line with Section 199 for 

breach of section 197(k) of the Public Finance Management Act. 

 

10.0 Fixed Asset Register. 

As reported in the previous audit reports, Annex 5 to the financial statements on page 125 is a 

summary of fixed asset register which reflects a balance of Kshs. 14,541, 061,999 as at 30 June 

2018 compared to Kshs. 12, 386,004,913 as at 30 June 2017. However, the balances were not 

supported with a fixed asset register contrary to Section 136 (1) of the Public Finance 
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Management (County Government) Regulations, 2015 which require each accounting officer to 

maintain a register each accounting officer to maintain a register of all assets under his control. 

Management Response. 

The Fixed asset register was complete and was in the process of tagging the assets. 

Committee’s Observation and Recommendation 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities and 

the Intergovernmental Relations Technical Committee (IGRTC) and recommended that 

County Governments should prepare a register of assets and liabilities and designate an 

officer who shall be responsible for the custody and updating of the register. 

The committee noted with concern that the county government lacked land ownership 

documents and recommended that the county government should acquire title deeds for 

all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to ensure 

that it has a properly updated assets register. The Committee recommended that the 

county executive completes a properly updated assets register and provides a status report 

within 60 days from the adoption of this report. 

 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, GOVERNANCE AND 

RISK MANAGEMENT SYSTEMS. 

1.0. The Internal Audit Function. 

i). The Internal Audit Department had no approved audit Charter as provided for by the Institute 

of Internal Auditors. 

Management Response. 

The County submitted that- 

1. The audit committee was constituted and functional.  

2. It approved the internal audit charter, internal audit plan and audit reports 

The County provided to the Committee the Copies of appointment Letters and Committee 

Minutes approving the internal audit charter, annual work plan and reports. 

Committee’s Observation and Recommendations 
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The Committee observed that the county has constituted the Audit Committee as required 

and recommended that the Office of the Auditor General should review the effectiveness 

of the audit committee in improving financial management in the subsequent years. 



 

3.2. FINANCIAL YEAR  2016/2017. 

 

The Governor of Mombasa County, Hon. Hassan Joho appeared before the Committee on 

16th September, 2019 and 6th July, 2020 to respond (under oath) to audit queries raised in 

the Report of the Auditor General on Financial Statements for Mombasa County 

Government for the Financial Year 2016/2017. 

 

1.0 Presentation of the Financial Statements. 

The financial statements for the year ended 30 June 2017 presented for audit verification 

had the following key information missing: Consequently, the financial statements do not 

comply with the guidelines prescribed by the Public Sector Accounting Standards Board. 

The financial statements for the year ended 30 June 2017 presented for audit verification 

had the following key information missing: 

a) Key management details; 

b) Statement of corporate governance and statement of compliance; 

c) Information of amounts on related parties’ transactions at Note. 27 was incomplete; and 

d) Progress on follow up of auditor recommendations were not indicated. 

Consequently, the financial statements do not comply with the guidelines prescribed by the 

Public Sector Accounting Standards Board. 

 

Management Response. 

The County Executive stated that- 

1. This is noted and the missing information has been included in the next year 

financial statements. The County provided an Extract of statement of corporate 

governance and statement of compliance. 

2. The County did the Progress on follow up of auditor recommendations 

Committee’s Observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 
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2.0 Inaccuracies in the Financial Statements. 

 

2.1.Variance between Financial statements and integrated Financial Management 

and Information System. 

The figures in the financial statements for the year ended 30 June 2017 contained 

discrepancies amounting to Kshs.14,948,430,445 compared with IFMIS records as 

summarized below- 

Description Amounts as per 

financial 

statements 

submitted 

     (Kshs.) 

Amount as per 

IFMIS 

             (Kshs.) 

Variance 

     (Kshs.) 

Total Receipts 9,530,991,400 0 9,530,991,400 

Total Payments 9,507,075,631 169,697,838 9,337,377,793 

Total Cash and cash 

equivalents 

260,220,563 9,337,377,793 (9,077,157,230) 

Receivables – 

outstanding imprest 

164,657,051 489,135,881 (324,478,830) 

Payables – Deposit and 

retentions 

14,587,788 24,429,751,366 (24,415,163,578) 

Total 19,477,532,433 34,425,962,878 (14,948,430,445) 

 

It was not clear why the expenditure in IFMIS varied with expenditure as presented in the 

financial statements and therefore the validity of the figures contained in these financial 

statements for the year ended 30 June 2017 could not be ascertained. 

Management Response. 

(a). Total Receipts Kshs. 9,530,991,400. 

1. The Financial statement figures was keyed into the IFMIS system as per the attached 

miscellaneous receipts report but they are not reflecting in the IFMIS report due to 

cash management module not being fully operationalized.  

2. The county engaged the National Treasury to fast track the process and  the cash 

management module was operationalized. The figure for receipts in the financial 

statements was sourced from exchequer releases/Grants and local receipts 
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The County availed for consideration by the Committee National Treasury Letter 

raising concerns on the IFMIS challenges and receipts report. 

 

b).Total Payments Kshs 9,337,377,793. 

The Cash and cash equivalents are financial statement figures and are not supposed to be 

in IFMIS. The cash and cash equivalents figure of Kshs. 9, 337, 377, 793 in IFMIS added 

to the payments figure of 169,697,838 in ifmis amounts to exactly Kshs. 9,507,075,631 

total payments in the financial statements, therefore there is no variance in the payments.   

Description Amounts as per 

Financial 

Statements(Kshs) 

Amount as per 

Ifmis(Kshs) 

Variance(Kshs). 

Total Payments 9,507,075,631 169,697,838 9,337,377,793 

Total Cash and 

Cash 

Equivalents 

260,220,563 9,337,377,793(This 

ought to have been 

added to total 

payments). 

9,077,157,230 

Total  9,507,075,631  

 

c).Total Cash and cash equivalents Kshs (9,077,157,230). 

The Reconciliation was not done due to cash management module not being fully 

operationalized in IFMIS. The Cash management module was later operationalized and 

reconciliations are carried out. 

The County executive availed National Treasury Engagement Letter. 

d).Receivables – outstanding imprest Kshs.(324,478,830). 

The difference was due to Imprests cleared through the manual system when surrendered 

and the same not cleared in the IFMIS system due to system challenges whereby no 

clearance is allowed after the close of the year even though the same is cleared in the 

manual ledger. 

This has resulted in IFMIS showing unrealistic balances and that the County engaged 

National Treasury/ Ifmis help to resolve and clear the outstanding imprests balance. 

e).Payables – Deposit and retentions Kshs. (24,415,163,578). 
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The Kshs. 24,425,163,573 was cumulative from 2014. In the year under audit, the cash 

management module in IFMIS had not been fully operationalized and receipts were not 

keyed in IFMIS.   Ifmis as a software operates as cashbook where payments automatically 

nets off with receipts and any balances is termed as payables- deposits and retentions. Since 

receipts were not keyed in Ifmis, the system   generated a credit entry for each payment 

made.  The variance is therefore as a result of payments being keyed into the system while 

receipts were not keyed in for four years. 

The County submitted that the Cash Management Module was fully operational and 

reconciliations were being done. 

Committee’s Observations and Recommendations 

The committee observed that there was no reconciliation during the time of audit, 

however management explained and justified the circumstances then satisfactorily. 

The Committee further noted that the accuracy of the financial statements and the 

IFMIS is a prime responsibility of the county government. The committee further 

observed that the variances do occur in the system, however it’s the user’s 

responsibility to clear outstanding effects in IFMIS systems through auto-

reconciliations regularly. The committee therefore, recommended that the County 

CEO must ensure that the IFMIS reports produced are the true records. The 

committee further recommended that the counties should constantly train the staff 

and have staff commitment to regularly interrogating the system.    

2.2. Errors in the Financial Statements. 

2.2.1. Balances with Arithmetic Accuracies. 

Audit recomputation of the following balances in the financial statements revealed casting 

errors amounting to Kshs. 509,319,262 as detailed below: 

 

Account 

Note to the 

financial 

statements 

Balance as per 

Financial 

Statements 

(Kshs.) 

Recomputed 

balance  

(Kshs.) 

Variance 

(Kshs.) 

Exchequer 

releases 

1 5,978,536,119 5,962,433,368 
16,102,751 

Transfers from 

other 

3 383,064,320 271,236,320 111,828,000 
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government 

entities 

Total  6,361,600,439 6,233,669,688 127,930,751 

 

In addition, variance of Kshs.381,388,511 was noted in the opening balances in the 

statement of cash flow as shown below:  

 

2.1.1 Comparative figures with Variances with Audited Financial Statements  

  

Balance  Figure as per 

2015/2016 

Audited 

Financial 

Statement 

(Kshs.) 

Figure as 

presented in 

the Financial 

Statement 

(Kshs.) 

Variance 

(Kshs.) 

Comparative balances in 

Financial Statement - 

Exchequer releases 

5,600,804,835 5,197,893,978 402,910,857 

Comparative balances in 

Financial Statement - Other 

grants and transfers 

346,854,712 368,377,058 (21,522,346) 

Total 5,947,659,547 5,566,271,036 381,388,511 

 

In the circumstances, the accuracy and completeness of the opening balances variance of 

Kshs.381,388,511 for the year ended 30 June 2017 could not be confirmed. 

 

Management Response. 

a) Exchequer releases Kshs.16,102,751. 

This was an error in the financial statements as the amount for free maternity was indicated 

as Kshs.59,190,755 instead of Kshs.43,088,004 in the third quarter. 

b) Transfers from other government entities Kshs.111,828,000. 

This amount was salary arrears for Nurses and Doctors which was received from the 

National Government which formed part of the exchequer releases but was wrongly 

classified as transfers to other government entities in the financial statements. 
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-In addition, a variance of Kshs.381, 388, 511 was noted in the opening balance of the 

statement of Cash Flow. 

This was an error in presentation of the financial statements. 

Committee’s Observations and Recommendations 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

2.2.2.Comparative figures with Variances with Audited Financial Statements. 

Balance  Figure as per 

2015/2016 

Audited 

Financial 

Statement 

(Kshs.) 

Figure as 

presented in 

the Financial 

Statement 

(Kshs.) 

Variance 

(Kshs.) 

Comparative balances in 

Financial Statement - 

Exchequer releases 

5,600,804,835 5,197,893,978 402,910,857 

Comparative balances in 

Financial Statement - Other 

grants and transfers 

346,854,712 368,377,058 (21,522,346) 

Total 5,947,659,547 5,566,271,036 381,388,511 

 

In the circumstances, the accuracy and completeness of the opening balances variance of            

Kshs.381, 388, 511 for the year ended 30 June 2017 could not be confirmed. 

Management Response. 
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 The County stated that the variance raised by the auditor were error in the presentation of 

the financial statements. 

Committee’s Observations and Recommendations 

The inaccuracies in the Financial Statement is a reflection of inadequacies in the 

financial management, failure to provide documents and failure to adhere to the 

Public Financial Management Act. The committee further recommended that if the 

same issue recur as at the FY 2020/2021, the county governments will be reprimanded 

for non-compliance in line with the laws.  

 

3.0 Bank Balances. 

3.1.Unsupported Bank Balances 

The statement of assets as at 30 June 2017 reflects bank balances of Kshs. 259,676,769. 

However, included the bank balance of Kshs. 259,676,769, is an amount of Kshs. 22, 261, 

933 being balances of six bank accounts and whose cash books and bank reconciliation 

statements were not availed for audit review. 

In the foregoing, the accuracy and completeness of the bank balance amounting to Kshs. 

259,676,769 as at 30 June 2017 could not be confirmed. 

Management Response. 

1. Eco Bank-Cost Sharing Kshs.483,178. 

This account was closed and the County requested for the statement in order to do the 

reconciliation. The County provided Account closure and request for statement letters for 

verification. 

2. Equity Bank - Mock Kshs.624,345. 

This account was closed and the County requested for the statement in order to do the 

reconciliation. The County provided Account closure and request for statement letters for 

verification. 

3. Equity Bank - Business Current Account Kshs.-3,696. 

This account was closed and the County requested for the statement in order to do the 

reconciliation. The County provided Account closure and request for statement letters for 

verification. 

4. Standard Bank - LASDAP Kshs.1,064,900. 



 
 

309 
 

This was an account for the defunct Municipal council of Mombasa in which there was no 

official handing over to the County Government of Mombasa. It was therefore difficult to 

obtain statements since the bank does not recognize the current office holders as 

signatories. Efforts to close the bank account have been made by the county but the bank 

has been uncooperative citing lack of signatories. (The correspondences on the same are 

attached). The County legal department has since commenced legal proceedings to freeze 

the account, repatriate any funds held therein and close the account.  The county has also 

written to IGRTC to seek guidance on the same. The County could not therefore do bank 

reconciliation nor confirm the figures in the financial statements. 

The County availed Letters to IGTRC for verification by the Committee 

5. Kenya Commercial Bank - Salary control Kshs.93,206. 

This account was used to control salary payment to staff in the early stages of devolution 

and the County instructed the bank to close since salary payment process has stabilized. 

The County availed Account closure instruction letter. 

6. Chase bank Revolving fund Kshs.20,000,000. 

This was money paid as deposit to the bank for the members of county assembly mortgage 

scheme. At that time, County assembly payments were still being paid by the county 

Treasury. The mortgage scheme was now being managed by the county Assembly and 

therefore the deposit amount should be treated as transfer to the County Assembly. A 

correction has been done in the 2017/18 financial statements. 

The County availed Journal voucher and letter to county assembly to operate the account. 

Committee’s Observation and Recommendations 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

 

3.2. Defunct Local Authority’s Bank Accounts. 
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As reported in previous audits, a review of the supporting list of bank account balances of 

Kshs.259,676,769 for the year ended 30 June 2017 revealed that five (5) bank accounts of 

the defunct Council of Mombasa were still operational. This is contrary to Section 119 (2) 

of the Public Finance Management Act, 2012 which requires each County Treasury to 

establish a single account at the Central Bank of Kenya or a bank approved by the County 

Treasury. No proper explanation was given for the anomaly. 

Management Response. 

1. The County Executive stated that Efforts have been made by the county government 

to close all existing Municipal Council accounts. 

2. The banks have however declined to take instructions from current county officials 

and insist that the instructions to close these accounts should be forwarded by the 

existing signatories of the Municipal Council accounts.  

3. That the County sought help from the Inter-Governmental Relations Technical 

Committee (IGRTC) regarding the closure of the defunct Mombasa Municipal Bank 

accounts. 

The County availed for review letters to IGRTC seeking help regarding the intention close 

the said bank accounts. 

Committee’s Observation and Recommendations 

The committee noted that there were legal hurdles for closure of these accounts. The 

committee recommended that the county government should hasten the process of 

closure of these accounts and report the action taken within 60 days after the adoption 

of this report.  

3.3. Non- closure of Bank Accounts in Commercial Banks. 

As reported in the year previous audits, the County Executive operates seventeen (17) bank 

accounts in various Commercial Banks which include the bank accounts for the defunct 

local authority. As at the time of audit, seven (7) bank accounts with a total balance of 

Kshs. 22,698,565 had not been closed and neither were bank reconciliations submitted to 

the office of the Auditor General. 

This is contrary to Section 82(1) a & b by the Public Finance Management(County 

Government) Regulations, 2015 which requires all County exchequer accounts to open at 

the Central Bank of Kenya except imprest bank account, revenue bank account and County 

public fund bank accounts. No proper explanation was provided for this anomaly. 

Management Response 
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The County Executive responded as follows- 

1. Chase Bank-  Revolving fund Kshs. 20,000,000. 

This was money paid as deposit for the members of county assembly mortgage scheme. At 

that time, County assembly payments were still being paid by the county Treasury. The 

mortgage scheme is now being managed by the county Assembly and therefore the deposit 

amount should be treated as transfer to the County Assembly. A correction has been done 

in the 2017/18 financial statements. 

The County availed Journal voucher and letter to county assembly to operate the account. 

Further, the auditors from the hub confirmed to the Committee that Revolving Fund was 

transferred to County Assembly for operating. 

2. Co-operative Bank- LAFT Kshs. 21,486. 

This account was opened by the county government in the early stages of devolution but 

has remained dormant, instructions have been issued for its closure. The County availed 

Account Closure instruction letter and auditors confirmed the account was closed. 

3. Eco Bank- Cost Sharing Kshs. 483,173. 

This account was closed and the county requested for the statement in order to do the 

reconciliation. The County submitted Account closure and request for statement letters. 

The auditors confirmed that the account was closed. 

4. Equity Bank- Mock Kshs. 624,345. 

This account was closed and the county requested for the statement in order to do the 

reconciliation. The County provided Account closure and request for statement letters. The 

auditors confirmed that the Account was officially closed. 

5. Equity Bank- Business C/A Kshs. (3,696). 

This account was closed and the county requested for the statement in order to do the 

reconciliation. The County provided Account closure and request for statement letters. The 

auditors confirmed that the Account was officially closed. 

6. Kenya Commercial Bank- MSA Deposit Kshs. 508,357. 

The account was reconciled with the bank statement and availed the reconciliation 

statement is hereby attached.  

7. Standard Bank- LASDAP Kshs. 1,064,900. 

This was an account for the defunct Municipal council of Mombasa in which there was no 

official handing over to the County Government of Mombasa. It was therefore difficult to 

obtain statements since the bank does not recognize the current office holders as 
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signatories. Efforts to close the bank account have been made by the county but the bank 

has been uncooperative citing lack of signatories. (The correspondences on the same are 

attached).  

The county has also written to IGRTC to seek guidance on the same. We can not therefore 

do bank reconciliations nor confirm the figures in the financial statements. 

Committee’s Observation and Recommendations 

The committee noted that there were legal hurdles for closure of these accounts. The 

committee recommended that the county government should hasten the process of 

closure of these accounts and report the action taken within 60 days after the adoption 

of this report.  

 

3.4. Bank Accounts Omitted in the Financial Statements. 

According to Note 21A to the financial statements, the bank balance of Kshs. 259,676,769 

relates to twenty two (22) bank accounts. However, according to the 2015-2016 audited 

financial statements, the County Executive operated the following bank accounts which 

have been omitted from these financial statements although there was no evidence that they 

had been closed. 

Consequently, the accuracy and completeness of the bank balance of Kshs. 259,676,769 as 

at 30 June 2017 could not be confirmed. 

Management Response 

1. Kenya Commercial Bank- Kenya Roads levy Kshs. 0 

This account was opened but was never used by the county to transact any business as 

another account was opened at the Central bank of Kenya for the Kenya Road Board 

Disbursements. The bank has been instructed to close the bank and avail bank statements 

 The County availed the Closure Instruction Letter.  

2. National Bank of Kenya- Free maternity levy Kshs. 2,944,806. 

This was included in coast general account balances in the financial statements. 

Committee’s Observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 
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4.0. Cash Balances. 

The statement of assets as at 30 June 2017 reflects a cash balance of Kshs. 543,794. 

According to Note 21B to the financial statements, cash balance of Kshs. 543,794 relates 

to unbanked cheques which had been receipted. However, Mpesa paybill collections for 

29th and 30th of June 2017 and information available indicates that Kshs. 86,897,466 was 

on E-citizen revenue collection platform which had not been disclosed under cash balance. 

It is not clear and the management has not explained how this cash balance has been 

accounted for in these financial statements. In the circumstances, the accuracy and 

completeness of cash balance of Kshs. 543,794 as at June 2017 could not be confirmed. 

Management Response. 

Financial Statements are prepared on cash basis where cash received and receipted is 

recognized. Money in the Mpesa and E-citizen accounts was still not receipted hence the 

amounts were not recognized in the financial statements, the same was recognized as 

receipts in the following year financial statements.  

Committee’s Observation and Recommendations 

The committee noted that the inaccuracies in the Financial Statement is a reflection 

of inadequacies in the financial management, failure to provide documents and 

failure to adhere to the Public Financial Management Act. The committee 

recommended that if the same issue recur as at the FY 2020/2021, the county 

governments should be reprimanded for non-compliance in line with the laws.  

 

5.0. Outstanding Imprest. 

The statement of assets as at 30 June 2017 reflects outstanding imprest amounting to Kshs. 

164,657,051. Audit verification of outstanding imprest revealed the following: 

5.1.Staff Holding Multiple Imprest 

The audit examination revealed that Kshs.99, 852,523 was held by seventy-seven (77) 

officers as multiple un-surrendered imprests contrary to Section 93(5) of Public that a 

holder of a temporary imprest shall account or surrender the imprest within seven (7) 

working days after returning to duty station. Although the management argues that some 

of the imprest has since been surrendered, it was irregular to receive multiple imprest. The 

propriety and regularity of multiple imprest balance of Kshs. 99,852,523 could not be 

ascertained. 

Management Response. 
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The Imprests were accounted for and cleared through the manual system but the same was 

not cleared in the IFMIS system due to challenges on how the IFMIS system has been 

designed which requires the manual process to be completed before clearance in the ifmis 

system and once the system is closed for a particular financial year, imprest clearance 

cannot be done. There were therefore no multiple imprests held by the officers as the 

imprests were surrendered before other imprests were given as can be confirmed in the 

surrender vouchers which are available for verification. 

The County availed Copies of Imprest surrender vouchers for consideration and 

verification by the Committee. 

Committee’s Observation and Recommendations 

The committee noted that although the entire imprest was surrendered, there was 

violation of the law for not recovering within the stipulated timeframe. The committee 

recommended that the accounting officer should recover the consequential penalty 

(interest) in line with the law.  

The Committee further noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted in line with Section 199 for breach of section 197(k) of the Public Finance 

Management Act. 

 

6.0. Deposits and Retentions. 

The statement of assets as at 30 June 2017 reflect a balance of Kshs. 14,587,788 in respect 

of accounts payables- deposits and retentions. However, there was no record of outstanding 

deposits and retentions payable as at 30 June 2017. It was therefore not possible to confirm 

the adequacy of the balance of Kshs. 14,587,788 in deposit bank account. In addition, 

examination of Kenya Commercial Bank deposit account cash book revealed in January, 

2017, three payments totaling Kshs. 10,700,000 were made in the name of a staff for 

disaster management. Although the cheques had not cleared as at 30 June 2017, it was not 

properly explained why expenditure was paid from the deposit account which holds money 

due to third parties. 
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In the circumstances, the propriety and accuracy of accounts payables- deposits and 

retentions balance of Kshs.14, 587,788 as at 30 June 2017 could not be confirmed. 

Management Response 

 Retentions not paid as at 30th June 2017 were recorded in the financial statements under 

pending bills. As a requirement on preparation of cash basis financial statements, pending 

bills are shown by way of Notes (refer to Note No. 26.1- Pending accounts payable Annex 

1).  

The record of outstanding deposits and retentions balance for Kshs. 14,587,788 is hereby 

availed for verification. 

The bank account is a miscellaneous deposit account which apart from holding money for 

third parties also could be used for payment for disaster management expenditure. The 

payment of Kshs. 10,700,000 was as a result of a transfer from CBK account since the 

disaster management fund establishment process and the subsequent opening of a bank 

account was still ongoing. 

The County provided the Breakdown of retention and deposits worth 14,587,788 and this 

was confirmed by the auditors. 

Committee’s Observation and Recommendations 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted in line with 

Section 199 for breach of section 197(k) of the Public Finance Management Act. 

 

7.0. Exchequer Releases. 

The statement of receipts and payments reflects Kshs. 5,978,536,119 in respect of 

exchequer releases for the year ended 30 June 2017. The figure of Kshs. 5, 98,536,119 

comprises of equitable share of Kshs. 5,608,593,922 and conditional grant to level 5 

hospital of Kshs. 369,942,197. However, audit verifications revealed that there was no 

evidence of separate books of accounts maintained for conditional grant as set out in Annex 

3 of the County Allocation of Revenue bill, 2016. In addition, there is no evidence the 
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Accounting officer prepared and submitted quarterly performance reports to County 

treasury with copies to the National Treasury and Ministry of Health on the utilization of 

level 5 grant County Allocation of Revenue bill, 2016. It was therefore not possible to 

determine whether the funds were utilized towards sustaining the activities of Coast 

General Hospital in the provision of medical training, specialized and inter-county referral 

services as a condition set out for the grant. 

In the foregoing circumstances, the validity and regularity of exchequer releases amounting 

to Kshs. 369,942,196 for the year ended 30 June 2017 could not be ascertained. 

Management Response 

The County submitted that- 

1. The grant have designated accountants who keep separate books of accounts and 

ensure the grant amounts are spent according to the grant conditions and provided 

the necessary schedule for review; 

2. Quarterly expenditure reports were prepared and submitted to the CECM finance 

and economic planning on due dates, a report on this expenditure forms part of the 

quarterly reports that we submit to the Treasury, COB, and Revenue allocation. The 

County provided the Level 5 Grant Quarterly expenditure reports and submission 

evidence. 

3. The special purpose account was opened in January 2018, before then the County 

Treasury used to pay the health department grant expenditures on its behalf. The 

Kshs. 369,942,197 was used to pay Coast General Hospital Suppliers directly by the 

county Treasury.  A report on this expenditure forms part of the quarterly reports 

that we submit to the Treasury and the Ministry of Health. 

Committee’s Observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. The committee recommended that the county should ensure they 

keep accurate record of exchequer releases. 

 

8.0. Transfers from Other Government Entities. 

Included in the transfers from other government entities figures of Kshs. 383,064,320 as 

detailed in Note 3 to the financial statements are funds for leasing of medical equipment, 

free maternity healthcare, user foregone and road maintenance levy. However, contrary to 

the County Allocation of Revenue bill, 2016 there were no separate books of accounts 
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maintained for each grant. It was therefore not possible to confirm if the funds were utilized 

for intended purpose. Therefore, the County Executive was a breach of the law. 

As a result, the validity and regularity of transfers from other government entities figure of 

Kshs. 383,064,320 for the year ended 30 June 2017 could not be ascertained. 

Management Response. 

Funds expenditure Schedules and Reports on the grants expenditure form part of the 

quarterly financial statements that are prepared submitted to the National Treasury, 

Controller of budget and Auditor General were shared.  

Committee’s Observation and Recommendations 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

9.0. County Own Generated Receipts. 

9.1. Rates. 

As reported in 2015/2016 report, other property income of Kshs.940,652,182 at Note 9 to 

the financial statements relates to property rates. However, the valuation roll which was 

used for billing the plot owners had not been updated with new land subdivisions while 

more than 4,000 plots had been registered in the name of owners who could not be 

identified. Information available indicates that the process of coming up with new valuation 

roll has been ongoing for the last years. It is not clear and the management has not explained 

why the process has not been finalized. 

Consequently, the accuracy and completeness of other property income of Kshs. 

940,652,182 for the year ended 30 June 2017 could not be confirmed. 

Management Response. 

The County stated that- 
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1. The preparation of the draft valuation roll was completed and handed over to the 

County Secretary by the consulting valuers on 21st February, 2018. Tabling and 

noting of the said draft valuation roll to the County Assembly was done on 3rd 

October, 2018. Further to this, notification to all ratable property owners was done 

through publication of notices in the Kenya Gazette and local dailies on 5th October, 

2018.  

2. In response property owners inspected the new values and where necessary raised 

their concerns if any, or lodged their objections from 5th October, 2018 to 14th 

November, 2018. the formation of the valuation court for hearing of the cases of 

objection is in process with the set off the preliminaries involving examining and 

serializing for ease of prosecution of the cases of objection.  

3. In the case of the plots whose owners cannot be identified; the complete valuation 

roll has captured the properties in question and upon uploading of the new roll such 

cases will have been resolved. 

 

The County availed for review Newspaper Advertisement and County Assembly tabling 

correspondences, Timelines and Flowchart for implementation of the valuation Roll. 

 

Committee’s Observations and Recommendations  

The Committee noted that the County billed the plot owners using valuation roll 

which was not updated and recommended the County Government to Map out all 

revenue collection streams and Update the Valuation in order to optimize revenue 

collection.  

9.2. Revenue Not Transferred to County Revenue Fund Account. 

According to the Local Authorities Integrated Financial and Operations Management 

System (LAIFOMS) report for the year ended 30 June 2017availed for audit, total revenue 

collected amounted to Kshs. 3,166,240,961. However, audit verifications of transfers of 

revenue to County Revenue Fund Account revealed that only a total of Kshs. 2,672,021,632 

was transferred to County revenue account resulting to a balance of Kshs. 494,219,329. 

This is contrary to Section 109(2) of the Public Finance Management Act, 2012 which 

requires each County Treasury to ensure all money raised or received by or on behalf of 

the County Government is paid into the County Revenue Fund account. 

Further, out of the Kshs 494,219,329 not transferred to the County Revenue Fund Account, 

only Kshs 417,792,406. The balance of Kshs. 76,426,923 was not reconciled. 
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The non-compliance with the laws could result to irregular spending of revenue at source. 

Management Response. 

The difference of Kshs Kshs. 76,426,923 which was not transferred to the County Revenue 

Fund is explained the Table below: 

                                                                                                                             Kshs 

 Amount as per the audit Report                                                                   76,426,923                          

Collection from other health facilities                                                          (76,343,097) 

Difference to reconcile                                                                                            83,826   

The documents for receipts and expenditure for the other health facilities were available 

for verification.                                                    

The County submitted the Collections from other health facilities. 

Committee’s Observation and Recommendations 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

9.3. Multiple Revenue Collection Bank Accounts. 

As reported in previous reports, the County Government of Mombasa operates four (4) 

revenue collection bank accounts. Two accounts in KCB, one in National Bank of Kenya 

and another one in the Cooperative bank. 

It is not clear and the management has not provided justification for operating several 

revenue collection bank accounts considering the banks have branches in several locations 

in the county. No proper explanation was provided for the anomaly. 

This is c contrary to Section 82(1) a & b of the Public Finance Management (County 

Government) Regulations, 2015 which requires all County exchequer accounts to open at 
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the Central Bank of Kenya except imprest bank account, revenue bank account and County 

public fund bank accounts.  No proper explanation was provided for the anomaly. 

Management Response. 

The two Accounts operated in KCB was to separate revenue for parking (KCB Account 1) 

and markets and Barriers Revenue (KCB Account 2), this is because the County has an 

ongoing court case on parking revenue. This forced the County to open a separate account 

for parking revenue for the period when the case was being heard and determined. There 

was also a need to monitor the revenues being collected by the KCB pilot project. 

The County initially had a collection account at Cooperative bank. The Cooperative Bank 

Account could not be closed immediately as there was a garnishee order.  

The National Bank Account was the main County Revenue Collection Account.  

The management also deemed it prudent to have various revenue collection accounts so as 

to provide the clients with a wide range of accounts to pay for various services/streams. 

Committee’s Observation and Recommendation 

The Committee noted the concerns raised by the auditor general and recommended 

that the county should comply with the application of Regulations 82(1) (b) of the 

Public Finance Management (County Government) regulations.  

 

10.0. Use of Goods and Services. 

The statement of receipts and payments reflects Kshs. 1,281,247,192 in respect of use of 

goods and services for the year ended 30 June 2017. Audit verifications revealed the 

following anomalies. 

10.1. Irregular Procurement of Goods and Services. 

Included in use of goods and services of Kshs. 1,281,247,192 for the year ended 30 June 

2017 as detailed in note 12 to the financial statements are various procurement of goods 

and services totaling Kshs. 47,095,687. However, audit verifications of the procurement 

process revealed that they were done through request for quotation method whereas the 

amount was above the threshold of Kshs. 2 million. 

The procurement was contrary to Section 105 of the Public Procurement and Disposal of 

Assets Act 2015 which provides that the procurement method may only be used if the value 

of the goods/ services is within the set threshold. Although the management has urged that 
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the decision was based that the cost of individual items as per Section 63 (1- a) of the Public 

Procurement Regulations 2006, however, the section applies to low value procurement and 

not request for quotations. Therefore, the County Government is in breach of the Law. 

Management Response. 

The threshold for request for quotation method was not exceeded per single item as 

provided for in the procurement regulations. 

Committee’s Observation and Recommendation 

The Committee observed that there was breach of the procurement law and 

recommended that the CEO of the County takes administrative action against the 

CECM- Finance, Chief Officer for Finance and Head of Procurement. The 

Committee further, recommended that the procurement department should strictly 

adhere to the Public Procurement and Asset Disposal Act, 2015 in procuring goods 

and services.   

 

10.2. Irregular Splitting of Tender. 

According to note 12 to the financial statements, use of goods and services figure of Kshs. 

1,281,247,192 for the year ended 30 June 2017 include a figure of Kshs. 43,704,798 in 

respect of rentals of produced assets. Rentals of produced asset expenditure of Kshs. 

43,704,798 include payments amounting to Kshs. 9,842,000 for hire of bulldozer. 

However, audit verifications of the procurement documents revealed that although the 

procurement was for a single item, five local purchase orders were issued to the supplier. 

This was in contravention of Section 54(1) of the Public Procurement and Asset Disposal 

Act, 2015 which provides that no procuring entity may structure procurement procedure 

except where prescribed. The public may not have realized value of money due to lack of 

competition and in effect the County Government is in breach of the Law. 

 

Management Response. 

The procurement was done through request for quotation method and not direct as 

mentioned in the draft audit report. 

Committee’s Observation and Recommendation 
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The Committee observed that there was breach of the procurement law and 

recommended that the CEO of the County takes administrative action against the 

CECM- Finance, Chief Officer for Finance and Head of Procurement. The 

Committee further, recommended that the procurement department should strictly 

adhere to the Public Procurement and Asset Disposal Act, 2015 in procuring goods 

and services.   

 

11.0. Transfers to Other Government Units. 

The statement of receipts and payments reflect amount of Kshs. 455,563,943 in respect of 

transfers to other government units for the year ended 30 June 2017. The transfers to other 

government units of Kshs. 455,563,943 is in respect of transfers to County Assembly. 

However, according to the financial statements of County Assembly of Mombasa, a total 

of Kshs. 528,608,574 was received from the County Treasury leading to a variance of Kshs. 

73,044,631. The variance was neither reconciled nor explained. 

In the foregoing, the accuracy and completeness of the transfers to other government units 

amount of Kshs. 455,563,943 for the year ended 30 June 2017 could not be confirmed. 

Management Response. 

According to the Financial Statements, the transfer to other government units is Kshs. 

452,563,943 and not 455,563,943 as stated in the report. The difference of Kshs 76,044,631 

was statutory deductions paid by the executive on behalf of the county assembly and posted 

to employee compensation vote instead of debiting county assembly under transfer to other 

government entities. This misclassification was corrected through a prior year adjustment 

in the subsequent financial statements. 

Committee’s Observation and Recommendations 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

12.0.Other Grants and Transfers. 
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Statement of receipts and payments reflect an amount of Kshs. 331,034,759 in respect of 

other grants and transfers for the year ended 30 June 2017. Included in other grants and 

transfers figure of Kshs. 331,034,759 in scholarship and other educational benefit of Kshs. 

160,000,000 which are disbursements to Mombasa County Elimu Fund. However, 

according to the Fund’s financial statements, a total of Kshs.186, 169,100 was received 

from the County Treasury resulting to unexplained and unreconciled variance of Kshs. 

26,169,100. The accuracy of the figure could not be confirmed. 

In the circumstances, the accuracy and completeness of other grants and transfers figure of 

Kshs.160, 000,000 for the year ended 30 June 2016 could be confirmed. 

 

Management Response. 

The Elimu Fund prepares its financial statements on Accrual Basis. The   Kshs. 26,169,100 

was transferred to Elimu Fund in the year 2015/2016 but was received by the Fund in the 

financial year 2016/2017 hence the difference was due to timing difference. This 

disbursement/ Transfer was accounted for by the County Treasury in 2015/2016 while the 

fund presented it in the financial statements for the year 2016/2017 hence the difference.  

Committee’s Observation and Recommendations 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

13.0.Acquisition of Assets. 

The statement of receipts and payments reflects a balance of Kshs. 2,040,167,427 for the 

year ended 30 June 2017 in respect to of acquisition of assets. Audit verifications revealed 

the following anomalies: 

13.1 Construction of Buildings. 

13.1.1.Reallocation of Funds. 
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Included in acquisition of assets figure of Kshs. 2,040,167,427 at Note 17 to the financial 

statement is an amount Kshs. 151, 614,624 in respect of construction of buildings. Audit 

examination of the expenditure revealed payments totaling Kshs. 27,436,362 on roads, 

soak pit and office furniture. 

However, there was no evidence of reallocation of funds in line with Section 154(3) of the 

Public Finance Management Act, 2012. This may have affected implementation of other 

budgeted activities. Consequently, the County Government is in breach of the Law. 

Management Response. 

The due process of reallocations was done taking into account all the budgeted activities 

which formed the basis of arriving at the supplementary budget which was approved by 

the County Assembly. 

The County submitted to the Committee the request for Reallocation and Extract of the 

Budget. 

Committee’s Observation and Recommendation 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

13.2.Construction of ECDs Schools. 

Included in construction of in the construction of buildings figure of Kshs. 151,614,624 at 

note 17 to the financial statements is expenditure of Kshs. 56,212,583 n construction of 

Early Childhood Development centers. As reported in previous audits, the Department of 

Education undertook construction of 8 ECDs in eight locations in the financial year 

2014/2015 at a total cost of Kshs. 214,173,840. The contract duration was 32 weeks, which 

commenced in May 2014 and expected to have been completed December 2015. However, 

as at the time of audit in the month of February, 2018, only two ECDs were completed 

while the remaining six were at various stages of completion, 116 weeks after the end of 
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the official date of completion. It was also observed that the contract extension resulted 

into total. Price variation increase of Kshs. 16,721,413 which could have been saved had 

the project been completed as scheduled. This is an indication of poor project management 

which has led to cost escalations. Delayed completion of the project implies that the 

intended beneficiaries may take long to realize the value of money and the prolonged 

completion date may lead to cost escalations due to inflation. In addition, it is an indication 

of poor project management. 

 In the circumstances, value for money from expenditure of Kshs. 16,721,413 for the year 

ended 30 June 2017 could not ascertained. 

Management Response. 

There was delay in honoring payments to contractors due to delayed exchequer 

remittances. This affected contractors’ performances. As at 30th June 2017, Kshs. 

597,970,752 had not been disbursed by the exchequer, therefore significantly affecting 

implementation and completion of the said projects.  

As at present, Out of the 8 ECDE centres, 6 are complete, see attached photos and 

completion certificates for the completed ECDEs. 

 

The price variation increase was as a result of change of windows specifications from 

standard steel casement to white UPVC framed sliding windows. This change was 

necessitated due to durability and sustainability of UPVS vs steel which rusts easily within 

the coastal area. Steel casement windows also have higher maintenance costs and 

periodical repainting. 

The County Executive availed the Cost variation for the UPVC Windows, Photos and 

Completion Certificates. 

Committee’s Observation and Recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;  

 Projects that have been started should be completed to ensure there is value for 

the money invested;  
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 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

13.3.Construction of Hospitals. 

Included in the construction of buildings figure of Kshs. 151,614,624 at note 17 to the 

financial statements is expenditure of Kshs. 109,702,898 on construction of five sub-

county hospitals. As reported in 2015/2016 audit report, the Department of Health 

undertook construction of five sub-county hospitals at Shika Adabu, Marimani, Mtongwe, 

Vikwatani and Chaani in the financial year 2014/2015. The hospitals were expected to have 

been completed by December 2015. 

The audit revealed the following; 

 Information available indicates that the project completion period had been 

extended to March 2017 although as at the time of audit, January, 2018 the projects 

had not been completed with no evidence of extension. The delayed completion 

affects service delivery to the intended beneficiaries. 

 

Management Response. 

 There was delay in honoring payments to contractors due to delayed exchequer 

remittances. This affected contractors’ performances. As at 30th June 2017, Kshs. 

597,970,752 had not disbursed by the exchequer, therefore significantly affecting 

implementation and completion of the said projects. The projects continued in the next 

financial year and complete 

Committee’s Observation and Recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 
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 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;  

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

13.4.Construction of Roads. 

Included in the balance of acquisition of assets of Kshs. 2,040,167,427 for the year ended 

30 June 2017 at note 17 to the financial statements is Kshs. 824,881,620 for construction 

of roads. However, the audit verification revealed the following anomalies: 

i) Records availed for audit review indicated that County Executive of Mombasa 

maintains a register of contractors who have been clustered into four zones. 

However, it was not clear the basis of identifying the firms that were awarded 

contracts from the register of firms in line with Section 103(1) of the Public 

Procurement and Asset Disposal Act, 2015 which provides conditions for use of 

direct procurement; 

ii) The works were not branded and it was therefore difficulty to confirm the 

ownership of the projects considering other government agencies including the 

defunct CDF’s, KURA, KENHA, NYS or NGOs could have undertaken similar 

projects in the county. 

iii) The works were not branded and it was therefore difficulty to confirm the 

ownership of the projects considering other government agencies including the 

defunct CDF’s, KURA, KENHA, NYS or NGOs could have undertaken similar 

projects in the count Audit review of the department plan revealed that the 

following thirty two (32) projects with a total cost Kshs.555, 505,479 were not 

included in the plan.  

iv) It was not clear why funds were allocated on projects which were not in the 

2016- 2017 annual development plan in violation of Section 126 (3) of the Public 

Finance Management Act, 2012, which requires that county governments 

prepare annual development plans, which become the guiding development blue 
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prints in any given financial year. The County Government was therefore in 

violation of the Law. 

Management Response. 

1. The work orders are given to qualified bidders based on both technical and financial 

capacities and timely execution of the road works. The department of Transport and 

Infrastructure issues the work orders through a committee chaired by the Chief 

Officer in which the Director Supply Chain Management is a member. 

2. The observation that most of the roads done during the financial year 2016/2017 

had missing project  publicity signs by the time of the visit was true except a few, 

however all the roads given in the list had publicity signs placed by the contractors 

before the last general election. 

3. The publicity signboards were removed after the National Government gave a 

directive that all the publicity signboards which had portraits of political leaders to 

be removed forthwith to avoid some leaders taking undue advantage over others by 

claiming the projects belonged to them. 

4. As a result the county later embarked on the process of reinstating the removed 

signboards, this time with the correct writings and logos as advised.  A sample of 

the publicity signboards which were placed  

5. The ADP is an extract of the CIDP which is Prepared in September each year while 

the budget estimates are submitted to county assembly by 30th April after subjecting 

it to public participation as required by law .The public inputs sets priority for that 

financial year which takes precedent over the projects outline in the ADP. 

The County submitted the Sample of Photos of signboards and Budget Public 

Participation agreed projects for 2016/17 for review by the Committee.  

Committee’s Observations and Recommendations 

The committee noted the mitigation measures made by the county government, and 

agreed with the recommendations by the auditor general. The Committee 

recommended that the County Executive should put in place proper project 

monitoring systems to ensure projects are implemented as per specifications and 

within the set timelines. Further, all projects must have a sign-post indicating the 

name of the project, source of funds, contractors, supervisors and contract period to 

distinguish projects implemented by other government agencies. Also the committee 

recommend that the auditors to review the matter in the subsequent Financial year. 

 

13.5. Construction and civil works. 
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Included in the acquisition of assets is construction of civil works balance of Kshs. 

449,755,699.Audit examination of payments transactions posted under construction and 

civil works revealed projects amounting to Kshs. 116,902,025 for construction of roads as 

detailed below:  

13.6.Purchase of Office Furniture and General Equipment. 

According to note 17 to the financial statements, acquisition of assets balance of Kshs. 

2,040,167,427 for the year 30 June 2017 include a figure of Kshs. 117, 557,274 in respect 

of purchase of office furniture and general equipment. However, the audit verification 

revealed the following anomalies:  

13.6.1.Supply of IT Equipment to Sub- County Offices. 

Included in the figure of Kshs. 117,557,274 for purchase of office furniture and general 

equipment for the year ended 30 June 2017 at note 17 to the financial statements is supply 

of IT equipment to sub county offices at a cost of Kshs. 10,909,250. However, audit 

verification of the payment revealed that the procurement was done through request for 

quotations although the cost was above the set threshold of Kshs. 2,000,000 in procurement 

regulations. In addition, there was no documentation on how the equipment was distributed 

to the intended offices. It was not possible to confirm the existence of the equipment and 

therefore the propriety of expenditure of Kshs. 10,909,250 could not be ascertained for the 

year ended 30 June 2017. 

Management Response. 

The method used in these procurements was restricted tendering. The quotation was meant 

for price checking only so as to satisfy market survey based on the price index. The County 

already had prequalified suppliers and the committee awarded the contract to those 

contractors. 

The County availed for verification the Use of Restricted tender approval minutes and The 

distribution list for the items  

Committee’s Observation and Recommendation 

The Committee observed that there was a breach of procurement laws and 

procedures which may have contributed to the misappropriation of public funds and 

recommended that the procurement department should strictly adhere to the Public 

Procurement and Asset Disposal Act, 2015 in procuring goods and services. The 

committee further recommended that the CEO of the County takes administrative 
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action against the CECM- Finance, Chief Officer for Finance and Head of 

Procurement.  

 

13.6.2. Procurement of Early Childhood Development Centers Equipment and 

Materials 

Included in the figure of Kshs. 117,557,274 for purchase of office furniture and general 

equipment for the year ended 30 June 2017 at note 17 to the financial statements is 

expenditure of Kshs. 48,395,500 for supply of ECD equipment and materials. Records 

availed for audit indicates that during the period under audit, the department of children 

procured various equipment and materials for distribution to ECDs. However, audit 

verifications revealed that the equipment was procured for all the eight ECDs although 

only two ECDs had been completed as at June 2017. 

Physical verification revealed that the equipment was lying idle as none of the ECD was 

operational. Public funds are going to waste at the expense of other priority needs of the 

residents. 

In the circumstances, value of money from expenditure of Kshs. 48,295,500 could not be 

ascertained for the year ended 30 June 2017. 

Management Response. 

1. It was envisaged that all the ECDE Centres would have been complete by first (1st) 

term, 2017. With this in mind, the County Government proceeded to tender for the 

ECDE school furniture which was delivered on time as per the tender requirements. 

2. Unfortunately, the ECDE Centres were not completed as envisaged earlier due to 

the inevitable delays that resulted in contract extensions.  

3. The school furniture is in use in 5 ECDE Centres  

Committee’s Observation and Recommendation 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period. The Committee also noted that the County committed funds when 

the ECDE Centres were incomplete.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 



 
 

331 
 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  

 The Governor takes administrative action against the officers concerned.  

 

 

 

14.0.Pending Bills of the Financial Statements. 

According to annex 1 on summary of pending bills of Kshs. 4,657,616,828 was outstanding 

pending bills as at 30 June 2017. The audit revealed the following anomalies; 

14.1.Unremitted Statutory Deductions.  

Included in pending bills balance of Kshs. 4,657,616,828 is a total of Kshs. 3,166,903,998 

in respect of statutory deductions not remitted and which include Pay As You Earn, VAT, 

Withholding taxes, NSSF and pension contributions. Information available indicates that 

during the period under audit, Kenya Revenue Authority deducted from the County 

Government’s bank accounts a total of Kshs. 748,182,324 for non- remittance of P.A.Y.E 

and Withholding taxes. Non-compliance with statutory requirements leads to heavy 

penalties which affects funds available for budgeted activities. 

 

Management Response. 

1. At the close of the financial year 2014/15 the County Government had paid kshs.1, 

230,230,263.56 out of which Kshs. 476 million related to arrears for the defunct 

Municipal Council of Mombasa. This badly constrained the County’s ability to pay 

its current tax obligation. However the County has been steadily paying KRA with 

the aim of clearing the outstanding amount 

2. There is a payment plan where the County committed to pay in installments and the 

current amount due to KRA is Kshs. 172,924,888. 

The County submitted for verification the Summary of payments, payment evidence and 

commitment plans. 
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Committee’s Observation and Recommendations 

The Committee noted the County Executive signed payment plan agreement with the 

concerned institutions on the inherited liabilities and recommended that the County 

Government adheres to the payment plan and further engages the institutions to 

freeze any penalties/interests. 

14.2.Over Commitment 

According to the approved budget estimates, total commitments were Kshs. 977,004,130 

compared to pending bills of Kshs. 4,657,616,828 resulting to a variance of Kshs. 

3,680,612,698. This implies irregular commitment of expenditure outside the budgeted 

votes which casts doubt on ability of the County Executive to settle the pending bills. As a 

result, the management was in breach of law. 

Management Response. 

Since pending bills figure is cumulative from previous years, it is not possible for a single 

year to accommodate the total amount of pending bills hence we budgeted and paid Kshs. 

977,004,130 in the year under review. We have put measures to reduce pending bills by 

limiting new commitments and clearing the current pending bills. 

Committee’s Observations and Recommendations 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. The committee further noted that the pending bills are 

killing the entrepreneurial spirit. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act. 

 The National Treasury should take the legible bills inherited from the defunct 

local authorities  

 

14.3.Pending Bills Register. 
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According to annex 1 on summary of pending bills of Kshs. 4,657,616,828 was outstanding 

pending bills as at 30 June 2017. However, audit verification revealed that the County 

Executive does not maintain a register of pending bills. It was therefore not possible to 

confirm the accuracy of pending bills in the absence of the register. 

 Management Response. 

By the time of audit, the County had a pending bills register but it was not updated and 

detailed. Currently, the pending bills register is up to date and is available for verification. 

The County availed the Pending Bills Register for review by the Committee. 

Committee’s Observation and Recommendations 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

14.4.Payment of Pending Bills. 

Statement of receipts and payments reflect a figure of Kshs. 1,803,424,854 in respect of 

other payments for the year ended 30 June 2017. Included in other payments figure of Kshs. 

1,803, 424,854 as detailed in note 20 to the financial statements is other expenses figure of 

Kshs. 1,144,636,103 being payment of creditors. The expenditure increased by Kshs. 

1,144,636,103 being payment of creditors. The expenditure increased by Kshs. 90, 870, 

449 or 7% compared to 2015-2016 figure of Kshs. 1,053,765,654. In comparison to 

development expenditure. This implies that if strategies are not put in place to control rising 

debts, the county may be unable to offer services to the public due to suppliers withholding 

their services. 

Management Response. 

The following measures have been put in place to control increase in pending bills by: 

i) Scaling down on fresh commitments so as to prioritize on completion of existing projects. 
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ii) Emphasis is now placed on paying the already existing pending bills. 

iii) A realistic budget. 

As a result, there was a notable decrease of pending bills from  Kshs. 4,657,616,828 in 

2016/2017 to Kshs. 4,024,141,648 in the year 2017/2018 while revenue increased from to 

Kshs. 3,002,077,789 in 2016/2017 to  Kshs. 3,166,240,961in 2017/2018. 

Committee’s Observation and Recommendations 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

15.0.Fixed Assets. 

As reported in the previous audit reports, Annex 4 to the financial statements is a summary 

of fixed asset register which reflects a balance of Kshs. 12,386,004,912 as at 30 June 2017 

compared to Kshs. 10,936,215,000 as at 30 June 2016. However, the same figures reported 

in the audited 2015-2016 financial statements are still reflected and the additions of Kshs. 

2,040,167,427 during the year audit have not been adjusted. In addition, the balances in the 

Annex 4 were not supported with a fixed asset register contrary to Section 136(1) of the 

Public Finance Management (County Government) Regulations, 2015 which require each 

accounting officer to maintain a register of all assets under his control. 

Further, as also previously reported, log books for vehicles costing Kshs. 195,252,031 were 

not availed for audit verification. The management indicated that the logbooks are still with 

the suppliers. It was not clear why the suppliers are holding the ownership documents. 

Consequently, the accuracy, existence and completeness of the fixed assets balance of 

Kshs. 12,386,004,912 as at 30 June 2017 could not be ascertained.  

Management Response. 
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The County responded as follows- 

1. The correct Fixed Asset figures in the Financial Statements were 

Kshs.13,032,066,463 and Kshs. 14,965,730,768 for 2015/2016 and 2016/2017 

respectively giving an addition of Kshs 1,933,664,305 as assets added during  the 

year under review. An extract of corrected annex to the financial statements is 

attached.  

2. The fixed assets register is up to date and available for verification. At the time of 

the audit, we had not received the Logbooks from the supplier.  

3. After a follow up we managed to get the Logbooks and copies of the Logs books 

are hereby attached for your verification. 

The County availed the Extract of Amended Financial Statements and Copies of Logbooks. 

Committee’s Observation and Recommendation 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommended that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The committee noted with concern that the county government lacked land 

ownership documents and recommended that the county government should acquire 

title deeds for all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommended 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

 

16.0.Handing over of Assets and Liabilities from the Defunct Local Authorities.  

As reported in the previous year, Annex 4 to the financial statements reflects cumulative 

assets amounting to Kshs. 12,386,004,912 (excluding assets acquired in the year 2016-

2017).However, information available indicates that the defunct Transition Authority 

verified assets and liabilities of the defunct Municipal Council of Mombasa and issued a 

report in November 2014. However, no evidence was availed for audit to indicate that the 

assets and liabilities were handed over to the County Government. It was also observed 
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that assets and liabilities of defunct Municipal Council of Mombasa were not included in 

these financial statements. 

Consequently, the accuracy and completeness of the assets and liabilities of the County 

Executive presented in these financial statements could not be confirmed as at 30 June 

2017.  

Management Response. 

The County responded as follows- 

1. The process of Assets and Liabilities verification by the Transition Authority is not 

yet finalized. The Authority did NOT therefore officially handover the Assets and 

Liabilities to the County Government hence they could not be included in the 

Financial Statements. This will be done once the Assets and Liabilities are officially 

handed over.  In order to establish the accuracy and correctness of the Municipal 

Council Assets and Liabilities, a committee was constituted to identify and verify 

the assets and liabilities. The committee was constituted as per gazette notice no. 

4370 of 18th May and a final report on assets and Liabilities of the defunct 

Municipal council of Mombasa was submitted to IGRTC on 28th August 2018 for 

action. 

2. The process of Assets and Liabilities verification by the Transition Authority and 

the Intergovernmental Relations Technical Committee is still ongoing. There was 

therefore no official handover of the Assets and Liabilities to the County 

Government hence they could not be included in the Financial Statements. This will 

be done once the Assets and Liabilities are officially handed over.   

The County availed the Report summary and Submission Letter of report on Assets and 

Liabilities to IGRTC. 

Committee’s Observation and Recommendations 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommended that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The committee noted with concern that the county government lacked land 

ownership documents and recommended that the county government should acquire 

title deeds for all land under its custody.  
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The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommended 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

 

17.0.Budget Controls and Performance. 

The County Executive of Mombasa had an approved budget estimates of Kshs. 

11,647,696,742 voted for the financial year 2016/2017 comprising of Kshs. 3,989,859,969 

for development and Kshs. 7,657,836,773 for recurrent expenditure. 

The following observations noted; 

17.1.Budget Absorption. 

Out of the total approved budget estimates of Kshs. 11,647,696,742 for the financial year 

2016-2017 a total of Kshs. 9,502,485,060 had been spent as at 30 June 2017 resulting to 

under expenditure of Kshs. 2,145,211,682.  

The County Executive had a total under-expenditure of Kshs.2,145,211,682 or 18% of the 

budget. This implies that public funds were lying idle at the expense of other deserving 

areas. The underutilization of the funds may have impacted negatively on the delivery of 

goods and services to the citizens of Mombasa County or may be an indication of over 

budgeting and hence there is need to re-evaluate the budgeting process to focus on more 

priority areas as guided by public participation in the budget making process. 

Management Response. 

The county was unable to fully implement the budget due to unrealized revenues both local 

and exchequer. The County has embarked on preparation of more realistic budgets which 

has led to a progressive increase in budget absorption. 

Committee’s Observation and Recommendations 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 
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 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  

 

17.2.Budget Absorption analysis- Development Vote. 

Records availed for audit review indicate that out of Kshs. 3,989,859,969 under 

development vote, only Kshs 2,743,147,029 or 69% had been spent resulting to a balance 

of Kshs. 1,256,712,940 unutilized. 

The management has not explained the failure to utilize all the funds budgeted for 

development projects. This may also be an indication of poor project planning and 

monitoring which denies delivery goods and services to the residents of Mombasa County. 

Alternatively, the management may need to re-look at its budget making process with a 

view of allocating more funds to priority areas. 

Management Response.  

The County was able to implement 82% of the budget for the financial year 2016/17. The 

County was unable to fully implement the budget due to a deficit in the projected revenues.  

Committee’s Observation and Recommendations 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  

   

 

17.3.Budget Absorption Analysis- Recurrent Vote. 
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Out of the recurrent budget of Kshs. 7,657,836,773 available for the year under review, 

Kshs. 6, 759, 338,031 was spent resulting to under expenditure of Kshs. 1,484,096,392. 

In overall, the County Executive under spent by a total of Kshs.1, 460, 361,711 or 19% of 

the total budget. 

The County overspent on other expenses by Kshs. 585,597,650 or 119% and did not avail 

for audit the prior approval for the over expenditure which could be an indication of 

unauthorized reallocation of funds contrary to Section 154 of Public Finance Management 

Act, 2012 which provides that the actual expenditure on the personnel shall not exceed a 

percentage of their allocation to be prescribed by the County Assembly. This implies that 

most of the County Executive’s funds go into payment of salaries at the expense of 

development projects. 

The management may have over budgeted on recurrent expenditure and which may need 

to re-think on the future budget making process to focus on areas which may require more 

funding. 

Management Responses. 

These were expenditures which were for use of goods services but were wrongly 

misclassified as other expenses, therefore there was no over expenditure. 

The Public Finance Management Act 107 (2c) requires the expenditure on wages and 

benefits for public officers should not exceed a percentage of the total revenue collected 

and not on the local revenue as indicated in the report.   

Committee’s Observation and Recommendations 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  
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17.4. Under Collection of Revenue. 

The statement of receipts and payments for the year ended 30 June 2017 reflects that the 

County Executive collected Kshs. 3,166,240,961 from local sources compared to Kshs. 

3,002,077,789 collected in 2015/2016 financial year representing 6% rise in revenue 

collection. However, according to the 2016/2017 approved budget estimates, the County 

Executive expected to collect Kshs. 5,223,025, 116 from local sources which implies that 

County Executive had a deficit 61% of the targeted revenue. 

Although the management has attributed the reduction to closure of health facilities during 

the doctors and nurses strike, this is an indication of possible revenue leakages, inefficient 

revenue collection systems or unrealistic targets contrary to Section 157 (2) of the Public 

Finance Management Act, 2012 which requires that the receiver of County Government 

revenue to ensure that the revenue for which the receiver is responsible is collected or 

recovered, and is accounted for. 

The County Executive may not fully finance its budget activities which may affect service 

delivery to residents of Mombasa County. 

 Management Response. 

The County responded as follows- 

1. According to the approved budget, County expected to collect Kshs. 5,223,025,116  

but under collected by  61%; 

2. There was a significant drop in signboard and advertisement fees because this was 

an election year and many advertisers were uncertain hence the drop in advertising 

collection; 

3. Doctors and Nurses were on strike for several months during the year 2016/2017. 

This affected the number of patients that visited county Health Facilities thus the 

reduction. The 19% drop in revenue is therefore attributed to the low turnout of 

patients during the strike. 

Committee’s Observation and Recommendations 

 

The Committee observed that there was under collection of revenue during the 

financial year. The Committee further observed that the County Executive ought to 

have factored the revenue collection challenges that usually affect their revenue 

potential targets, especially during similar periods. The Committee recommended the 

County Executive to-  
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 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection;  

 Ensure strengthening the revenue forecasting model to enhance realism in their 

own source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act 

and provide information on the same within 60 days from the adoption of this 

report. 

 

17.5.Office of the Governor. 

The total budget underutilization was Kshs. 29,813,178 representing 12% of the budget 

allocated to the office. The underutilization was Kshs. 29,813,178 representing 12% of the 

budget allocated to the office. The underutilization of the funds may have impacted 

negatively on the delivery of goods and services to the citizens of Mombasa. 

Management Response. 

The County stated that due to cash flow constraints, the county reprioritized its projects to 

other priority sectors that would help and have more impact to the resident of Mombasa 

County. 

Committee’s Observation and Recommendations 

The committee noted the county government made adjustments in their priority 

programs within the law. The committee further noted that the County demonstrated 

various efforts to address the situation. The committee recommended that the 

expenditure should always be aligned with the budget as provided for in Sec 108(1) 

of the PFM Act.  

 

18.0.Implementation of County Fiscal Objectives. 

According to the 2016-2017 County Fiscal Strategy Paper, the following were listed as 

county strategic priorities: 

i. Investing in quality and accessible health care. 
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ii. Youth, sports & gender education. 

iii. Provision of quality education 

iv. Water & transport, infrastructure development 

v. Improved land services. 

However, audit review of the approved budget estimates and County Review Outlook 

Paper revealed the following anomalies: 

18.1.Deviation from County Fiscal Objectives. 

Although Water and Sanitation was among the key priority areas, the department’s 

allocation for development was only 1% and it was not clear how the county expected to 

achieve its objective. 

Compared to the 2015/2016 development budget allocation to the departments of Children, 

Health Services and Land, Planning & Housing reduced to 27%, 63% and 35% respectively 

whereas allocation to the department of Trade, Energy and Industry a non- priority 

department, increased by 127%. This implies that county resources were allocated to non-

priority areas at the expense of the set strategic goals contrary to Section 117(3) on Public 

Finance Management Act, 2012 which provides that strategic priorities and policy goals in 

the County Fiscal Strategy Paper will guide the county government in preparing its budget 

for the coming financial year and over the medium term. 

In addition, there was no evidence that the County government received approval from the 

County Assembly to deviate from the financial objectives as set in County Fiscal Strategy 

Paper in line with Section 108 of the Public Finance Management Act, 2012. 

Consequently, contrary to Section 31 (f) of the Public Finance Management (County 

Government) Regulations, 2015, the budget estimates for the year under audit, did not take 

into account fiscal priorities could have contributed to the realization of the desired policy 

outcome. 

 

Management Response. 

The County responded- 

1. Majority of the capital projects under the water sector are donor funded but  still 

remains a priority sector thus the County allocated were used to facilitate the 

implementation of their programs. Furthermore, the expenditure of the Water sector 

is further complimented by the operations of the MOWASCO which is an 
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independent entity of the county mandated with the responsibility of providing 

water for the residents.  

2. The County Fiscal Strategy paper is required by Section 117 of the Public Finance 

Management Act 2012 to guide the county government in preparing its budget for 

the coming financial year and over the medium term. This implies that the county 

strategies should comprise of ways and means of financing the various programs 

and projects it plans to implement in the present and medium term.  

3. The Department of Health and Education in the previous budgets had been allocated 

huge resources because they were constructing health centers and ECDE Centers 

respectively but in the FY 16/17 the funds allocated was for completing the said 

facilities and equipping the same which did not require a lot of resources despite the 

sectors remaining key in the County.  

4. The department of land, planning and Housing is a key priority sector in the county 

as it offers land management services to the residents which does not require huge 

capital expenditure. 

5. The County priorities are sectoral thus the Department of Trade, Energy and 

Industry under the Infrastructural Sector was a major enabler thus the increase in 

allocation in order  to improve and revamp the business and trading environment in 

the County which is crucial in the realization of the local revenue targets 

6. The county therefore did not deviate from its priorities in the fiscal strategy paper 

but rather employed strategies to fulfill them over the medium term. 

Committee’s Observation and Recommendation 

The Committee noted that the county deviated from its strategic plan. The Committee 

further noted the concern raised by the auditor and recommended that the County 

Assembly of Mombasa should take deliberate steps to ensure the County Executive 

executes and implements the set strategic priorities as outlined in the County Fiscal 

Strategy Paper in every Financial Year for sound service delivery. Further, the 

Committee recommended that the County Assembly to hold the County Executive 

accountable and ensure all programs of the County Government are approved by the 

Assembly. 

 

18.2. Missed Development Goals. 

Management has attributed the non-implementation to lack of funds, although budget 

allocation to the departments was as per the program based budget. 
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The County Government should ensure resources are allocated in line with set strategic 

priorities as outlined in the County Fiscal Strategy Paper. Any deviation must be approved 

by the County Assembly based on prevailing circumstances and such should be published 

and publicized in line with Section 108 of Public Finance Management Act, 2012. 

This may have affected service delivery to the residents of Mombasa County. 

Management Response. 

The County responded as follows- 

Most of the projects that are planned to be undertaken by Departments are implemented 

through the Medium Term Expenditure framework and may roll over to more than one 

financial year. Departments are however emphasized and required to implement and 

prioritize their projects implementation guided by the various County development plans.  

Health Department 

 i)Refurbishment of existing health facilities.  

This was partially achieved with about 50 % of the facilities renovated through the county 

government and partners. Through support from partners renovation was undertaken to the 

following facilities; Shimo Annex,Mvita,  Mikindani, Miritini,Jomvu kuu, Tudor,  

Likoni,Portreitz, Mtongwe, Junda, Bamburi and Utange.                                                                                               

The department undertook renovations in the following facilitues- Khaderboy, Ganjoni, 

AP Tononoka , Shika Adabu, Mlaleo and Maweni.  

ii).Installation of solar panels and plumbing works at the county referral facility. 

Negotiation with potential partners is on-going as the cost of the project is huge. 

Youth Gender and Sports Department- Although the department did not implement  the 

establishment of one stop shop for the youth interventions, the strategic objective of youth 

gender and sports empowerment was achieved by implementing the following 

interventions: 

i) Training of youth and in Interpreneual and livelihood skills. 

ii) Improvement of sport facilities (Bomu and Uwanja wa Mbuzi Stadiums). 

iii) Four (4) Social Halls have since been improved (Chaani, Changamwe, Shika 

adabu and Frere Town). 

Water and Natural resources Department - The turnaround of Mombasa Water 

Company, replacing the dilapidated water pipes and expansion laying of water pipes and 
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undertaking of solid waste management by making use of waste for economic growth 

interventions are long term and huge capital intensive projects which require Public Private 

Partnership financing model. The process of implementation was started and so far the 

county has identified strategic partners for Indian Ocean water desalination and solid waste 

management projects. 

Land and Housing Department-For the Mombasa gate city master plan to guide future 

and urban planning intervention, the process was started during the financial year but could 

not be finalized during the year because it is a long process and currently the plan is 

complete but is awaiting legal process before the legislation by the county assembly. 

For proper management of land use, the county has facilitated many land owners in 

obtaining tittle deeds and ensured the rates are paid for the same. 

Education and Children Department-Currently, Three (6) ECD Centers are complete 

and the rest ECD Centers are over 60% complete. The county has also recruited qualified 

and competent ECD assistants in order to facilitate proper provision of quality the early 

childhood education.  

Establishment and operationalization of Elimu Development Corporation and Elimu Fund 

has been successfully done. 

The county has put up Six Maktabas (Libraries), one in each sub county stocked with 1,000 

books. These Maktabas are situated in primary schools to ease access for school going 

children who are the main targeted beneficiaries. 

The above interventions have greatly helped in achieving the strategic objective of 

provision of quality education as envisioned in the county fiscal strategy paper. 

Committee’s Observation and Recommendation 

The Committee noted the concern raised by the auditor and recommended that the 

County Assembly of Mombasa to take deliberate steps to ensure the County Executive 

executes and implements the set strategic priorities as outlined in the County Fiscal 

Strategy Paper in every Financial Year for sound service delivery. 

 

18.3.  Projects In Annual Development Plan not implemented. 

Non- implementation of activities set in the annual development plan, brings into question 

the basis for preparation of the 2016-2017 program based budget as the budget could not 
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be linked to the annual development plan in violation of Section 126 (3) of the Public 

Finance Management Act, 2012, which requires that county governments prepare Annual 

Development plans, which become the guiding development blue prints in any given 

financial year. 

As a result, the county government may not realize the set objectives in the County 

Integrated Development Plan (CIDP), the Second Medium Term Plan and the Vision 2030. 

This is an indication of improper planning. Further, the management may need to re-think 

on its budget making process with a view to focusing on more priority areas. 

Management Response. 

The ADP is an extract of the CIDP which is Prepared in September each year while the 

budget estimates are submitted to county assembly by 30th April after subjecting it to public 

participation as required by law. The public inputs sets priority for that financial year which 

takes precedent over the projects outlined in the ADP. 

Committee’s Observations and Recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

19.0. Project Implementation. 

19.1. Project Status.  

Delayed completion of the project implies that the intended beneficiaries may take long to 

realize the value for money and the prolonged completion date may lead to cost escalations 

due to inflation. In addition, it is an indication of poor project management. 
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Management Response. 

Most projects are capital projects which spill over to consecutive financial year. 

However the projects are now complete and in use as seen in the current Status table below: 

No. Name of Project. Project 

Status as 

Per Auditor 

(%) 

Current Project 

Status (%) 

1 Shikaadabu Maternity 85 Complete and in use. 

2 Renovation of Tononoka Social Hall 90 Complete and in use. 

3 Bomu Stadium 98 Complete and in use. 

4 Kadzandani-Bamburi Storm water drainage and 

Road Maintenance. 

28 Complete and in use. 

5 Drainage construction/Improvement at Ratna 

Square 

50 Complete and in use. 

6 Improved drainage construction of Kongowea  

Makaburini . 

50 Complete and in use. 

7 Construction of storm water at Bombolulu 

Catholic Church. 

50 Complete and in use. 

8 Construction of Storm water in Leisure-Kidogo 

Basi 

50 Complete and in use. 

9 Construction of Jomo Kenyatta Public beach 

access Road. Walkways, Parking area to cabro 

standard 

51 Complete and in use. 

10 Construction of Kitaruni Maweni Road to Cabro 54 Complete and in use. 

11 Construction of Kwabhuro -Mtopanga Estate 

Access road to cabro standard. 

35 Complete and in use. 

12 Construcrion of Mrima-Shelly Beach Access road 70 Complete and in use. 
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13 Routine maintenancve of Mshamara St, Mtwapa 

Avenue, Mkuyu, Mwijaka and Nairobi Road. 

45 Complete and in use. 

14 Renovations and extension of Governor’s office 

building. 

95 Complete and in use. 

15 Shika Adabu Hospital 80 80 

16 Mtongwe Hospital 90 complete 

17 Marimani Hospital 80 complete 

18 Vikwatani Hospital 72 Complete 

19 Improvement of County Stadium 40 40 

Due to non 

performance of the 

contractor, we have 

re advertised the 

project since the 

contractor 

abandoned the sight. 

A new contract has 

been awarded to do a 

mega stadium. The 

initial contract was 

for doing a running 

track and planting 

grass on the football 

field. 

20 Construction of Utange ECD 93 Complete 

21 Digirikani Elimu School 55 65 

22 Kanzandani Elimu Scchool 80 Complete 

23 Buxton Elimu School 92 Complete  

24 Kwajumvu Elimu School 84 Complete 
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25 Chaani Elimu School 64 70 

26 Likoni Elimu School 87 Complete 

27 Longo Elimu School 69 Complete 

 

19.2.Project Inspection. 

The observations are indications of weaknesses in project management which may affect 

service delivery to the residents of Mombasa County. The County Executive should put in 

place proper project monitoring systems to ensure projects are implemented as per 

specifications and within the set timelines. Further, all projects must have sign-post 

indicating the name of the project, source of funds, contractors, supervisors and contract 

period to distinguish projects implemented by other government agencies. 

Management Response. 

The status of the projects are as stated below- 

1. all ongoing projects have clear signage and the county has operationalized 

monitoring & evaluation unit that is ensuring all projects are monitored and 

implemented as per specifications and within the required timelines. 

2. Construction of Jomo Kenyatta Beach Access road, walkways and parking area was 

completed and in use.  

3. Construction of a section of RasKisauni road done and completed as per the Bills of 

Quantities. 

4. Spot improvement of access to JCC church and a section of access road to sub-

county commissioner’s office has been done to completion. 

5. Construction of access road to SDA church to cabro standard. The road was not 

extended to a private property; it is the only public Road which serves the Church 

and the surrounding community. 

6. Proposed drainage construction of Kongowea  Makaburini Phase II completed and 

in use. 

7. Construction of Uwanja wa Mbuzi stadium completed  and in use. 

8. Construction of Utange ECD was 98% complete. 

9. Vikwatani sub-county hospital was 91% complete. 

10. Construction of Kwabhuro -Mtopanga Estate Access road to cabro standard , the 

Signage in place, was earlier removed because of National Government Order due 

to elections. 
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11. Shikaadabu hospital was 86% complete. 

12. Mtongwe hospital was 92% complete. 

13. Renovations and extension of Governor’s office building were completed and are 

in use. 

Committee’s Observations and Recommendations 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  

 

19.3. Stalled Projects. 

 Audit inspection of some of the sampled projects revealed the following projects had 

stalled: 

The public may not get the benefits of the intended services from the incomplete projects. 

Further, public funds amounting to Kshs. 189,639,498 may go to waste if measures are not 

put in place to revive the projects and implementation fast tracked in the next financial 

year. It may also be an indication of lack of public participation before a project is 

implemented which leads to lack of ownership of such projects contrary to Section 115 (1) 

of the County Government Act, 2012 which demands public participation in the county 

government or another government agency. 

Management Response 

1. Parking and open public space improvement (Mwabundu road)- Kshs. 

34,788,644 

There were issues of encroachment and abandoned scrap vehicles which were to be 

removed in order to pave way for park improvement. The issues have since been cleared 

and the contractor is on sight. 

The contractor has resumed work and the relevant department has instituted necessary 

measures to ensure the project is completed. 
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2.  Supply, installation, testing and commissioning and ICT security solution Kshs. 

93,559,999 

 (i). During the mapping out of sites in the planning stage of the project fourteen (14) 

locations had initially been identified as suitable for the installation of the system. 

However, as the project progressed other issues that had not been anticipated emerged. For 

Likoni Fire Station site there was a delay in obtaining permission from KENHA to dig 

across the road as the fire station was on the opposite side of the road to the Safaricom 

access point. This concern had been raised earlier in the planning phase and an assurance 

had been given that the issues would have been addressed by the time the project was rolled 

out. However, by the time the project was being rolled out the issue had not yet been 

addressed. It was therefore decided that the sites be substituted with other sites at Bima 

house, Betting Control buildings and Inspectorate in Tudor that had been earmarked for 

phase ii of the project as long as it wasn’t going to affect the cost. For the other sites namely 

public health, Mwembe Clinic and Ganjoni Health Centre, there was a revision of these 

sites as it was felt by management that other sites of more priority and that should have 

been include had been left out. It was therefore decided that they be substituted with the 

three sites so as to have them done in the first phase.  

 

 (ii).For the 600 IP Phones that were found to be still lying at the server room it emerged 

that the offices for which this equipment was to be installed had been earmarked for major 

refurbishments. As a result, there was a looming possibility of reallocation of office space 

affecting all county departments, which included the said sites. Therefore, a decision was 

made to halt the deployment of the IP Phones until such a time when the exercise of 

reallocation was concluded. 

Refurbishment and renovation of most of the departments is now complete and the 600 IP 

phones have been fixed and are working. 

Committee’s Observations and Recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;  

 Projects that have been started should be completed to ensure there is value for 

the money invested;  
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 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

 



3.3. FINANCIAL YEAR 2015/2016 

 

The Governor of Mombsa County, Hon. Hassan Joho appeared before the Committee on 

16th September, 2019 and 6th July, 2020 to respond (under oath) to audit queries raised in 

the Report of the Auditor General on Financial Statements for Mombasa County 

Government for the Financial Year 2015/2016. 

 

 

3.0 Variances between the Financial Statements and IFMIS 

 

The figures in the financial statements for the year ended 30 June 2016 contained 

discrepancies amounting to Kshs.6,934,700,068 compared with IFMIS report balances as 

summarized below:  

 

Details  Financial 

Statements 

Amount 

Kshs.  

 IFMIS report 

Amounts 

Kshs. 

Variance 

Kshs. 

 

 

Total Receipts 8,791,697,343 0 8,791,697,343 

Total Payments 8,513,407,595 7,777,511,116 735,896,479 

Net Financial Assets 558,269,778 102,022,685 456,247,093 

Receivables    188,398,683      362,697,736 (174,299,053) 

Payables 0 16,744,241,930 (16,744,241,930) 

Total 18,051,773,399 24,986,473,467 (6,934,700,068) 

 

In view of the foregoing, the accuracy and completeness of these financial statements for 

the year ended 30 June 2016 could not be confirmed. 

 

Management Response. 

 

1. The County submitted that the financial statement figures have been keyed into the 

IFMIS system as per the attached miscellaneous receipts report but they are not 

reflecting in the IFMIS report due to cash management module not being fully 

operationalized. 

 

The County engaged National Treasury to fast track the process and availed to the 

Committee a letter to National Treasury on accounts receivable module 

 

2. Total Payments Kshs.735, 896,479. 
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The Financial statement figures have been keyed into the IFMIS system as per the attached 

miscellaneous receipts report but they were not reflecting in the IFMIS report due to cash 

management module not being fully operationalized. We have engaged National Treasury 

to fast track the process. 

The County engaged National Treasury to fast track the process and availed to the 

Committee a letter to National Treasury on accounts receivable module 

 

 

3. Net Financial Assets Kshs.456, 247,093. 

 

Reconciliation was not done due to cash management module not being fully 

operationalized. 

 

 

4. Receivables Kshs.174, 299,053. 

The difference was due to Imprest cleared through the manual system as surrendered and 

the same not cleared in the IFMIS system due to the system challenges whereby no 

clearance is allowed after the close of the year even though the same is cleared in the 

manual ledger. 

 

5. Payables Kshs.16, 744,241,930. 

 

Cash management module has not been fully operationalized thus the difference. Payments 

are therefore accumulated in IFMIS under payables. Once reconciliation is done through 

cash management module the amounts under payables will be automatically matched to 

bank payments leaving payables account to zero. The cash management module has now 

been operationalized in the year 2017/18. 

 

Committee’s Observation and Recommendations 

 

The Committee noted that the accuracy of the financial statements and the IFMIS is 

a prime responsibility of the county government. The committee further observed 

that the variances do occur in the system, however it’s the user’s responsibility to 

clear outstanding effects in IFMIS systems through auto-reconciliations regularly. 

The committee therefore, recommended that the County CEO must ensure that the 

IFMIS reports produced are the true records. The committee further recommended 
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that the counties should constantly train the staff and have staff commitment to 

regularly interrogating the system.    

 

 

4.0   Unsupported Payments 

 

The following payments were not supported with detailed schedules as indicated below: 

 

Item  Amount Kshs 

Transfer to County Assembly 474,324,675 

Emergency relief 71,188,816 

Other payments 1,691,030,711 

Total 2,236,544,202 

 

In the circumstances, the accuracy and completeness of payments totalling 

Kshs.3,436,545,139 for the year ended 30 June 2016 could not be confirmed. 

Management Response. 

 

The County submitted the following- 

1. Payment schedules the Transfer of Kshs. 474,324,675 to the County Assembly. 

2. Payment schedules for the Emergency Relief of Khs. 71,188,  

3. Payment schedules to support the Payment  of Kshs. 1,691,030,711. 

 

Committee’s observation and Recommendation 

 

The Committee observed that the response by the County Government on the matter 

was satisfactory. However, the Committee also noted with concern the failure of the 

County Government entity to submit documents to the Auditor General so as to carry 

out an audit. The Committee therefore recommended that the accounting officer 

undertakes administrative actions forthwith against the responsible officers in 

accordance with section 156(1) of the Public Finance Management Act and provides 

a status report to the Committee within 60 days from the adoption of this report. If 

the behaviour persists during the audit of the FY2020/2021, the Accounting Officer 

may be prosecuted for breach of section 197(k) of the Public Finance Management 

Act. 

 

 

5.0 Bank Balances 
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5.1 Unsupported Bank Balances 

 

The statement of assets as at 30 June 2016 reflects bank balance of Kshs.368,211,091. 

However, included in the bank balance is an amount of Kshs.281,172,027 being bank 

balance of twelve bank accounts and whose cashbooks, bank reconciliation statements and 

bank certificates were not availed for audit review as detailed below: 

 

 

 

No. Name of Bank, Account 

No. 

Account Name Balance  

(Kshs.) 

I Kenya Commercial Bank Renewal Fund 0 

Ii Kenya Commercial Bank LATF 0 

Iii Eco Bank Cost Sharing 483,178 

Iv Equity Bank Mock 624,345 

V Standard Bank LASDAP 1,064,900 

Vi Co-operative Bank LATF 21,486 

Vii Equity Bank Business CA (3,696) 

Viii Kenya Commercial Bank Salary control  93,206 

Ix Kenya Commercial Bank Kenya Road Levy 0 

X Chase bank  Revolving fund 20,000,000 

Xi National Bank Coast Provincial General 

Hospital 

255,943,802 

Xii National Bank Free maternity 2,944,806 

 Total  281,172,027 

 

In the foregoing, the accuracy and completeness of the bank balance of Kshs.368,211,091 

as at 30 June 2016 could not be confirmed. 

 

Management Response 

The County responded as follows- 

 

1. Accounts (I to v) Renewal Fund, LAFT, Cost Sharing, Mock and Lasdap were for 

the Defunct Municipal Council of Mombasa accounts which the County was unable 

to obtain bank statements due to signatory issues, and they are to be closed through 

legal action by the county  
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The County availed the Legal Action Instruction Letter by the County lawyer 

 

2. Accounts (vi to viii) – LAFT, Business CA, Salary Control - These accounts are 

closed and instructions have been issued for the banks to avail statements for 

reconciliation. 

The County provided to the Committee the Letters Instructing bank to avail bank statement. 

3. Kenya Road Levy- This account was opened but never used by the county to transact 

any business as the account was opened at the Central bank of Kenya for the Kenya 

Road Board Disbursements. The bank has been instructed to close the bank and 

avail bank statement. the County provided a Letter instructing bank to close account 

and avail bank statement. 

4. Revolving Fund 20,000,000- This is a County Assembly account which rectified 

through a journal voucher which was provided for verification. 

5. Accounts (xi and xii)- Coast General Hospital and Free Maternity- The cash books, 

bank statement and the county provided the reconciliation statements and Cash 

Books. 

 

Committee’s Observations and Recommendations 

The Committee noted the County made efforts to get for public use the monies held 

in the bank accounts of the defunct local authorities but was unsuccessful due to legal 

hurdles. Further, the Committee observed that the County mitigated and closed other 

bank accounts to satisfaction. The Committee recommended that the 

Intergovernmental Technical and Relations Committee concludes the handover of 

Assets and Liabilities of the Defunct Local Authorities of all Counties. 

 

5.2 Defunct Local Authority’s Bank Accounts 

 

As reported in the year 2014/2015, a review of the supporting list of bank account balances 

of Kshs.368,211,091 for the year ended 30 June 2016 revealed that seven (7) bank accounts 

of the defunct Municipal Council of Mombasa were still operational. This is contrary to 

Section 119 (2) of the Public Finance Management Act, 2012 which requires each County 

Treasury to establish a single account at the Central Bank of Kenya or a bank approved by 

the County Treasury.  No proper explanation was given for the anomaly. 

 

Management Response. 
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(i) Efforts have been made by the county government to close all existing 

municipality accounts. 

(ii) The banks have however declined to take instructions from current county 

officials and insist that the instructions to close these accounts should be 

forwarded by the existing signatories of the municipality accounts. 

(iii) The legal department has since given instruction to commence proceedings to 

freeze the accounts, repatriate any funds held therein and close the accounts. 

 

The County submitted the Legal Action Instruction Letter and Letter to IGRTC 

 

Committee’s Observation and Recommendations 

The Committee noted Seven (7) bank accounts of the defunct Municipal Council 

could not be closed by the County Executive of Mombasa after the concerned banks 

declined to take instructions putting into question the Safety and security of public 

funds. The Committee recommended that the Inter-Governmental Relations 

Technical Committee and the Ministry of Devolution to assist the County 

Government in closing the said Bank Accounts and secure the funds for immediate 

public use. Further, the Committee recommended the Office of the Auditor General 

to review the query in the Financial Year 2019/2020 to ensure compliance with the 

direction of the Committee. 

 

  

5.3 Bank Accounts Operated by Other Entities 

 

Included in the list of banks at Note 22A to the financial statements is Central Bank of 

Kenya–Mombasa County Assembly Recurrent Account with a balance of Kshs.1,187,540 

and Mombasa Alcoholic Drinks Control Account also with a balance of Kshs.14,870,411 

all totalling to Kshs.16,057,951. However, audit verifications revealed that the two bank 

accounts are operated by the County Assembly of Mombasa and Mombasa County 

Alcoholic Drinks Control Fund which are separate entities from the County Executive. 

This is contrary to Section 164 (1) of the Public Finance Management Act, 2012 which 

requires that at the end of each financial year, the accounting officer for a county 

government entity to prepare financial statements in respect of the entity in formats 

prescribed by the Public Sector Accounting Standards Board (PSASB). 

 

 

Consequently, the accuracy and completeness of bank balance amounting to 

Kshs.368,211,091 as at 30 June 2016 could not be confirmed. 
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Management Response. 

The County stated that these bank accounts have been transferred to the other county 

entities though journal entries which prepare their own financial statements which were 

independently audited. 

 

Committee’s Observation and Recommendation 

 

The Committee observed that the County availed the journal entry transferring the 

bank accounts to County Assembly and Fund. The committee also noted that the 

response given by the management was satisfactory and mitigation measures noted. 

The committee therefore observed that the matter now stands resolved. 

 

 

5.4   Non-closure of Bank Accounts in Commercial Banks  

 

As reported in the year 2014/2015, the County Executive operates twenty (20) bank 

accounts in various Commercial Banks which include the bank accounts for the defunct 

local authority.  As at the time of audit, seventeen (17) bank accounts had not been closed 

and neither were bank reconciliations submitted to the Office of the Auditor-General as 

detailed below: 

No. Name of Bank Account Name Balance as at 

30 June 2016 

(Kshs.)  

I Chase Bank  Revolving fund 20,000,000  

Ii Co-operative Bank LAFT 21,486 

Iii Co-operative Bank LATF 21,486  

Iv Co-operative Bank Imprest 120,757  

V Eco Bank Cost Sharing 483,000  

Vi Equity Bank Mock 624,000  

Vii Equity Bank Business C/A (3,696) 

Viii Kenya Commercial Bank Renewal Fund 1,000  

Ix Kenya Commercial Bank Amanah Institutional  15,267,196 

X Kenya Commercial Bank MSA Deposit 2,396,223 

Xi Kenya Commercial Bank MSA County Salary Control 93,206 

Xii National Bank Amanah Institutional CA  

Xiii National Bank Free Maternity Care 2,944,806 
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Xiv National Bank Coast Province General 

Hospital 

255,943,802 

Xv Standard Bank LASDAP 1,064,900  

Xvi Kenya Commercial Bank Main 15,479,437 

Xvii Kenya Commercial Bank Kenya Roads Levy 0 

 Total  275,432,945 

 

This is contrary to the National Treasury Circular No. 14 which required Accounting 

Officers of the County Government entities to open and operate bank accounts only in 

Central Bank of Kenya except imprest bank account, revenue bank account and County 

public fund bank accounts. No proper explanation were provided for the anomaly. 

 

Management Response 

The Management responded as follows- 

 

1. The Account I Revolving Fund 20,000,000 was County Assembly account and 

was rectified through a journal voucher  

2. Accounts ii,iii,iv,v,xv- LATF, Imprest, Cost Sharing, Mock and LASDAP- These 

were municipal accounts where bank statements cannot be obtained due to 

signatory issues, they are to be closed through legal action by the county ( the 

County availed  to lawyer instruction  letter for action and Letter to IGRTC) 

3. Account ix- National Bank Amana is a revenue collection account whose amounts 

are swipped regularly to the CRF Account. 

4. Accounts x, xiii, xiv, and xvi- MSA deposit, Free Maternity, Coast Provincial 

Hospital and Main Account- The cash books, bank statements and reconciliation 

statements were provided. 

5. Accounts xvii- Kenya Roads Levy- This account was never used to transact any 

business and a copy of closure instructions. 

 (the County availed the Letter Instructing bank to avail bank statement and close the 

account). 

Committee’s Observation and Recommendations 
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The Committee noted that efforts by the County Government to close bank accounts of the 

defunct Municipal Council was unsuccessful after the concerned banks declined to take 

instructions putting into question the Safety and security of public funds. The Committee 

recommended that the Inter-Governmental Relations Technical Committee to assist the 

County Government in closing the said Bank Accounts and secure the funds for immediate 

public use. 

6.0 Outstanding Imprest 

 

The statement of assets as at 30 June 2016 reflects outstanding imprest amounting to 

Kshs.188,398,683. The audit examination revealed that Kshs.134,855,291 was held as 

multiple imprest contrary to Section 93 (5) of Public Finance Management Regulations 

2015 which provides that a holder of a temporary imprest shall account or surrender the 

imprest within seven (7) working days after returning to duty station. 

 

In the circumstances, the propriety and recoverability of outstanding imprest balance of 

Kshs.188,398,683 as at 30 June 2016 could not be ascertained. 

 

Management Response. 

The County informed the Committee that the imprests have been fully accounted for. And 

provided schedule of Surrender vouchers generated IPPD recovery schedules. 

 

Committee’s Observation and Recommendations  

The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, 

there should not have been any outstanding imprest at the publication of the audit 

report. The Committee recommended that the Accounting Officer should recover the 

imprest with interest as per reg. 93 (6) of the PFM (County Governments) Regulation 

 

7.0 Deposits and Retentions  

 

The statement of assets as at 30 June 2016 reflect nil balance in respect of accounts 

payables – deposits and retentions. However, according to Note 26.3 to the financial 

statements, a total of Kshs.77,066,296 was deducted as retention fees from various 

contractors during the financial year. In addition, included in the bank balance of 

Kshs.368,211,091 under Note.22A to the financial statements is Mombasa deposit bank 

account with only a balance of Kshs.2,396,223. 
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In the circumstances, the accuracy and completeness of accounts payables – deposits and 

retentions nil balance as at 30 June 2016 could not be confirmed. 

 

Management Response 

 

The balance of Kshs.77, 066,296 reflect retentions which were not paid by the end of the 

Financial Year and also not deposited in the retentions bank account since the account had 

not been opened as they had been provided for under pending bills. A retentions account 

has now been opened where all the retention money is deposited and a bank statement is 

hereby attached. 

The KCB account is not a deposit account but a revenue account for collection of cash bails 

and court fines. 

 

Committee’s observation and Recommendation 

 

The Committee observed that the response by the County Government on the matter 

was satisfactory and this was confirmed by the auditors.  However, the Committee 

noted with concern the failure of the County Government entity to submit documents 

to the Auditor General so as to carry out an audit. The Committee therefore 

recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

8.0 Prior Year Adjustments 

 

8.1 Closed Bank Account 

 

Note 27 to the financial statements reflects prior year adjustments totaling 

Kshs.135,250,923 as at 30 June 2016.  Included in the prior year adjustment is 

Kshs.22,812,080 in respect of closure of KCB LAFT Account. However, there was no 

evidence of a bank reconciliation prepared at the closure of the bank account and how the 

balance in the bank account was utilized in line with Section 90(1) of the Public Finance 

Management Regulations 2015 which requires bank reconciliations for each                      

bank account. 
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Management Response. 

 

This was an account for the defunct Municipal council of Mombasa in which there was no 

official handing over to the County Government of Mombasa. It was therefore difficult to 

obtain statements since the bank does not recognize the current office holders as 

signatories. The County sought help from the Inter-Governmental Relations Technical 

Committee (IGRTC) regarding the closure of the defunct Mombasa Municipal Bank 

accounts. 

The County availed the Legal action correspondences and letter to IGRTC to the 

Committee. 

 

Committee’s Observation and Recommendation 

 

The Committee noted the response by the County and observed that the County had 

challenges in closing the numerous accounts of the defunct municipal council of 

Mombasa. The Committee recommended that the County engages the IGRTC in its 

efforts to close the accounts. 

  

8.2 Imprests 

 

Included in prior year adjustment of Kshs.135,250,923 as at 30 June 2016 at note 27 to the 

financial statements is Kshs.112,483,343 in respect of imprests. Information availed for 

audit indicates that the prior year adjustment was passed to expense imprest that was 

outstanding as at 30 June 2015. However, there was no evidence of full surrender or 

recovery from each of the outstanding imprest holder as per Section 94 of the Public 

Finance Management Regulations 2015 which requires that full amount of the imprest be 

accounted for at all times in cash, stamps, money at bank and completed  payment 

vouchers. 

 

In the circumstances, the accuracy, propriety and completeness of prior year adjustment 

balance of Kshs.135,250,923 as at 30 June 2016 could not be confirmed. 

 

 Management Response. 

The County executive submitted that the imprest have been fully accounted for and records 

availed for verification. 

 

Committee’s Observation and recommendations 
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The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, 

there should not have been any outstanding imprest at the publication of the audit 

report. The Committee recommended that the Accounting Officer should recover the 

imprest with interest as per reg. 93 (6) of the PFM (County Governments) Regulation.  

 

9.0 Exchequer Releases 

 

The statement of receipts and payments reflects Kshs.5,600,804,835 in respect of 

exchequer releases for the year ended 30 June 2016. However, according to the Report of 

the Controller of Budget for the year ended 30 June 2016, exchequer of 

Kshs.5,600,804,835 include exchequer of Kshs.500 million disbursed to the County 

Assembly of Mombasa for recurrent expenditure and which was supposed to have been 

accounted for by the County Assembly separately in line with Section 164 of the Public 

Finance Management Act, 2012.  

 

In the foregoing, the accuracy and completeness of exchequer releases amounting to 

Kshs.5,600,804,835 for the year ended 30 June 2016 could not be ascertained. 

 

Management Response 

 

The County Executive requested and received the exchequer releases as the County 

Assembly had not started requesting on their own. The County Treasury disbursed a total 

of Kshs.474, 324,650 to County Assembly and the remainder was used to pay PAYE on 

behalf of the County Assembly. 

 

The County submitted to the Committee the Bank Statement showing payment of 

30,000,000 to K.R.A 

 

Committee’s Observations and Recommendations 

 

The Committee noted the County Executive wrongfully accounted for the funds 

released to the Assembly indicating poor record keeping in the procurement and 

accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 
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 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

10.0 Other Receipts 

 

10.1    Rates 

 

According to Note 11 to the financial statements, other receipts balance of 

Kshs.3,002,077,786 for the year ended 30 June 2016 incudes rents of Kshs.818,985,218. 

Included in rent of Kshs.818,985,218 is property rates of Kshs.741,389,579. The valuation 

roll which was used for billing the plot owners had not been updated with new land 

subdivisions while more than 4,000 plots had been registered in the name of owners who 

could not be identified. 

  

Consequently, the accuracy and completeness of property rates of Kshs.818,985,218 for 

the year ended 30 June 2016 could not be confirmed.  

 

Management Response. 

The County stated that the new valuation roll which included all subdivisions was complete 

and the plots which had erroneously been registered in the LAIFOMS system under the 

name of Rose Kanini have been identified. 

 

Committee’s observation and Recommendation 

 

The Committee noted that the County billed the plot owners using valuation roll 

which was not updated and recommended the County Government to Map out all 

revenue collection streams and Update the Valuation in order to optimize revenue 

collection.  

 

 

10.2 Revenue not Transferred to County Revenue Fund Account - Receipts in 

LAIFOMS 

  

According to the Local Authorities Integrated Financial and Operations Management 

System (LAIFOMS) report for the year ended 30 June 2016 availed for audit, total revenue 

collected amounted to Kshs.2,943,530,686. However, audit verification of transfers of 

revenue to County Revenue Fund Account revealed that only a total of Kshs.2,562,277,053 
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was transferred to County revenue account resulting in a balance of Kshs.381,253,633. 

This is contrary to Section 109 (2) of the Public Finance Management Act, 2012 which 

requires each County Treasury to ensure all money raised or received by or on behalf of 

the County Government is paid into the County Revenue Fund account. 

  

Further, out of the Kshs.381,253,633 not transferred to the County Revenue Fund Account, 

only Kshs.300,447,380 was explained as detailed below: 

 

No. Location Amount (Kshs) 

1 Cooperative bank collection account – balance as at 30 

June 2016 

19,554,990 

2 KCB I Collection account– balance as at 30 June 2016 7,492,650 

3 KCB II Collection account– balance as at 30 June 2016 1,021,799 

4 NBK Collection account– balance as at 30 June 2016 15,479,473 

5 Collection Commissions and bank charges 51,056,512 

6 Cash– balance as at 30 June 2016 1,660,000 

7 Coast General Hospital revenue collections 204,181,956 

 Total 300,447,380 

 

The balance of Kshs.80,806,253 was not reconciled nor explained by the management. The 

non-compliance with the laws could result to irregular spending of revenue at source. 

 

Management Response. 

 

These were collections used at source by other health facilities as per FIF Regulations and 

PFMA Section 210(9). 

  

The County provided the Analysis of Revenue from other Health Facilities for verification. 

 

Committee’s Observation and Recommendations 

 

The committee noted with concern that the executive failed to explain to the auditor 

that the under revenue was used by the health Centre’s and ought to have been a 

Funds. The committee recommended that the county should ensure establishes funds 

for the Healthy facilities and these funds are regularly audited in line with Public 

Audit Act so that all the revenues are accounted for. The committee further 

recommended that the Chief Officer fiancé should ensure there is compliance of the 

PFM Act.  
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10.3 Liquor Licensing Revenue 

 

Included in other receipts of Kshs.3,002,077,786 for the year ended 30 June 2016 is revenue 

collected under Liquor Licensing Act, 2014 which established the Mombasa County 

Revenue Alcoholic Drinks Control Fund. According to the Act, revenue collected in form 

of licences and other related fees shall be used to meet for the operations of the fund. Audit 

review of the fund’s bank statements revealed that a total of Kshs.60,026,250 was collected 

during the period under audit with an expenditure of  Kshs.47,709,140. 

 

However, there was no evidence of authority to spend from the Controller of Budget. 

Although the management argue that the revenue was spent as per the enabling legislation, 

it was not clear why a legislation was passed that contravenes Article 207 of the Constitution 

of Kenya which requires all county revenues to be banked intact in revenue bank account. 

In addition, information availed for audit indicates that the revenue was not receipted 

through LAIFOMS and therefore it was not explained why the revenue was accounted under 

County Executive’s financial statements. 

  

Further, the Fund’s financial statements were not submitted to the Auditor-General in line 

with Section 116 (7) of the Public Finance Management Act, 2012 which requires the fund 

administrator to prepare and submit financial statements to the Auditor-General. 

  

As a result, the management was in breach of the law and the accuracy, regularity and 

completeness of other receipts figure of Kshs.3,002,077,786 for the year ended 30 June 

2016 could not be confirmed. 

 

Management Response 

 

The County stated that Authority to spend at the source- This was as per the Article 207.4(b) 

of the constitution of Kenya 2010, and Section 109. 2(a and b) of the Public Finance 

Management Act 2012 and Section 3 of the Mombasa Alcoholics Control Fund. 

 

The County provided the Financial Statements for the Fund are hereby attached. The delay 

was due to lack of capacity to prepare the Financial Statements. 

Section 21.3 of the Mombasa County Liquor Licensing Act 2014 and Fund Financial 

Statements. 
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Committee’s Observation and Recommendations 

 

The committee noted with concern that the executive failed to explain to the auditor 

that the spending at source of revenue was as a result of line items being Funds, and 

therefore the amount could not be swapped to the County Revenue Fund account 

(CRF). The committee recommended that the county should ensure these funds are 

regularly audited in line with Public Audit Act so that all the revenues are accounted 

for. The committee further recommended that the Chief Officer fiancé should ensure 

there is compliance of the PFM Act.  

 

10.4  Multiple Revenue Collection Bank Accounts 

 

As reported in 2014/2015 audit report, the County Government of Mombasa operates four 

(4) revenue collection bank accounts. Two accounts in KCB, one in National Bank of Kenya 

and another in the Cooperative bank.  It is not clear and the management has not provided 

justification for operating several revenue collection bank accounts considering the banks 

have branches in several locations in the county.  No proper explanation was provided for 

the anomaly. 

 

Management Response 

The two accounts operated in KCB was to separate revenue for parting (KCB Account 1) 

and markets and Barriers Revenue (KCB Account 2), this is because the County has an 

ongoing court case on  parking g revenue. This forced the County to open a separate account 

for parking revenue for the period when the case was being heard and determined. There 

was also a need to monitor the revenues being collected by the KCB pilot project. 

The County initially had a collection account at Cooperative bank. The Cooperative bank 

Account could not be closed immediately as there was a garnishee order. 

The National Bank Account was the main County Revenue collection Account. 

The management deemed it prudent to have various revenue collection accounts so as to 

provide the clients with a wide range of accounts to pay for various services/streams. 

 

Committee’s observation and Recommendation 

 

The Committee noted the concerns raised by the auditor general and recommended 

that the county should comply with the application of Regulations 82(1) (b) of the 

Public Finance Management (County Government) regulations.  
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10.5 Cess Collections  

 

Included in other receipts balance of Kshs.3,002,077,786 under Note 11 to the financial 

statements is receipts from administrative fees and charges of Kshs.2,089,229,196. This 

includes cess revenue amounting to Kshs.210,494,753. Information availed for audit 

indicated that cess is collected through Point of Sale system (POS) and paid via Mpesa 

paybill. However, the reconciliation of the Mpesa statement, the bank account and the POS 

statement to confirm that all revenue receipted is paid to the Mpesa account was not availed 

for audit. In the circumstances, the propriety, accuracy and completeness of cess fees 

amounting to Kshs.210,494,753 for the year ended 30 June 2016 could not be ascertained. 

 

Management Response. 

 

The County availed to the Committee the reconciliation statement of POS, bank statement 

and Mpesa verification. 

 

Committee’s Observation and Recommendation 

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommended that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report. If the behaviour persists during the 

audit of the FY2020/2021, the Accounting Officer may be prosecuted for breach of 

section 197(k) of the Public Finance Management Act. 

 

 

11.0 Compensation of Employees 

 

The statement of receipts and payments reflect Kshs.3,659,031,312 in respect of 

compensation to employees for the year ended 30 June 2016. Audit verifications revealed 

the following: 

 

11.1 Personal Allowances  

 

Included in compensation to employees’ figure of Kshs.3,659,031,312 for the year ended 

30 June 2016 at Note 12 to the financial statements is personal allowances paid as part of 
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salary of Kshs.1,357,194,489. Audit verifications revealed that this includes a payment of 

Kshs.50Million to Kenya Revenue Authority for tax arrears. It was not justified why 

payment of tax arrears had been charged to this vote instead of charging to pending bills 

vote. 

 

Consequently, the accuracy and completeness of personal allowances paid as part of salary 

of Kshs.1,357,194,489 for the year ended 30 June 2016 could not be confirmed.  

 

Management Response. 

The figure was to pay for PAYE arrears as a result of leave travel allowance for employees. 

The arrears were for the same financial year so they could not be charged to pending bills 

which caters for commitments not paid for the previous year. 

 

Committee’s observation and recommendation 

 

The Committee noted that there were deductions from employees on statutory 

deductions but they were not remitted. This was blatant disregard of the law which 

attracts loss of public funds through penalties and the Committee recommended that 

the CEO take administrative action against the accounting officer for the non-

remittance. 

 

 

11.2 Compulsory National Health Insurance Schemes 

 

Compensation to employees’ figure of Kshs.3,659,031,312 include an amount of 

Kshs.46,109,888 in respect of compulsory national health insurance schemes which is 

remittances of employees’ contribution to National Health Insurance Fund (NHIF). 

However, it was not explained why employees’ contributions were charged as an expense 

to the County Executive’s books while it is a deduction on employees’ gross salary.  

In the circumstances, the accuracy, regularity and completeness of compensation to 

employees amount of Kshs.3,659,031,312 for the year ended 30 June 2016 could not be 

confirmed. 

 

Management Response. 

Salary is paid using control figure from IPPD after which it has to be distributed to various 

budget items by an officer using accounts payable module. In the year 2015/2016 since the 

county still had no accounts payable personnel in the IFMIS, the accountants agreed to 

apportion the figure manually using budget provisions proportion for each department. Any 
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item paid to NHIF was expensed under this code; otherwise the county would have been 

unable to pay its salary as a substantial amount was budgeted for in this code. In the future, 

the county will remove this budget item. 

 

Committee’s Observation and Recommendations 

 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommended that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 

 

12.0 Mombasa International Cultural Festival 

 

Included in the use of goods and services figure of Kshs.785,376,273 for the year ended 30 

June 2016 at note 13 to the financial statements is printing, advertising and information 

supplies and services amount of Kshs.54,998,039. Records availed for audit indicate that 

during the Mombasa International Cultural Festival, car stickers, billboards and fliers 

costing Kshs.6,500,000, Kshs.3,000,000 and Kshs.3,000,000 respectively were procured 

through request for quotation which is above the threshold of Kshs.2million contrary to 

Section 105 of the Public Procurement and Asset Disposal Act, 2015. In addition, audit 

verifications revealed that payments amounting to Kshs.10,654,298 was paid to various 

DJs, MCs and other artists through imprest whereas the amount was above the allowed  

Kshs.30,000 contrary to Section 107 of the Public Procurement and Asset Disposal Act, 

2015 on the use of low value procurement procedure. 

 

Further, audit verification of the supplier delivery notes, inspection and acceptance 

certificates and stores records revealed that car stickers, umbrellas, t-shirts and bill board 

were delivered after the event had taken place. It was not possible to confirm how the items 

were utilized.  

 

Consequently, the propriety of expenditure amounting to Kshs.23,154,298 for the year 

ended 30 June 2016 could not be confirmed. 

 

Management Response. 
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The invitation was done to prequalified suppliers and the known suppliers’ of the items 

under the category. The procurement was evaluated and presented to the County Tender 

Committee for the deliberations and approval. 

 

Committee’s Observations and Recommendations  

The Committee observed that there was a breach of procurement laws and 

procedures which may have contributed to the misappropriation of public funds and 

recommended that the procurement department should strictly adhere to the Public 

Procurement and Asset Disposal Act, 2015 in procuring goods and services. The 

committee further recommended that the CEO of the County takes administrative 

action against the CECM- Finance, Chief Officer for Finance and Head of 

Procurement.  

 

13.0 Transfers to Other Government Units 

 

Included in transfers to other government units of Kshs.581,324,675 at Note 15 to the 

financial statements for the year ended 30 June 2016 is transfers to County Assembly 

amount of Kshs.474,324,675. However, the report of the Controller of Budgets reflect 

County Assembly’s exchequer releases of Kshs.500 Million disbursed through the County 

treasury resulting in unexplained or reconciled variance of Kshs.25,675,325. 

  

In the foregoing, the accuracy and completeness of the transfers to County Assembly 

amount of Kshs.474,324,675 could not be confirmed. 

 

 

Management Response. 

Missing Response  

 

Committee’s Observation and Recommendations 

 

The committee noted the since the county government failed to provide a response to 

this query. The Committee therefore adopts the audit findings and recommended 

administrative action be taken on the responsible officer.   

 

 

14.0 Other Grants and Other Payments 
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Note 16 to the financial statements reflect amount of Kshs.346,854,712 in respect of other 

grants and other payments for the year ended 30 June 2016. Included in other grants and 

other payments figure of Kshs.346,854,712 is other current transfers and grants and other 

capital transfers and grants of Kshs.178,636,558 and Kshs.91,101,238 respectively. Audit 

verification of the expenditure revealed the payments were to suppliers of medical supplies, 

contractors and transfers to Mombasa health bank account. The expenditure therefore does 

not conform to the presentation prescribed by the Public Sector Accounting Standards 

Board (PSASB) which requires that expenditure charged under other grants or 

disbursements to other entities to be accounted for by the recipient entity. 

 

In the circumstances, the accuracy and completeness of other grants and other payments 

figure of Kshs.346,854,712 for the year ended 30 June 2016 could be confirmed. 

 

Management Response 

 

There were late disbursements from the National Treasury, yet the other entities had made 

some commitments hence the county Treasury paid directly for the expenses. Even though 

this was paid by the County Treasury, the expenditure was properly accounted for by the 

other entities as per the Grant Conditions. 

 

Committee’s Observation and Recommendations 

 

The committee observed that the National Treasury has continued over the recent 

years to disburse funds to counties contrary to approved schedules set out by CARA, 

in contravention of Article 219 of the Constitution. This breach has led to late release 

of substantial cash disbursement towards the last weeks to closure of financial years 

portraying counties as entities have no capacity to absorb monies disbursed to them. 

This has also led to accumulation of huge pending bills and portrays the incorrect 

position of surplus in the Financial Statements.  The committee recommended that 

the Cabinet Secretary for National Treasury should strictly adhere to release of funds 

to county Government entities as per the approved cash disbursement schedule as 

approved by the Senate. 

 

 

15.0 Acquisition of Assets 

 

15.1 Construction of Roads 
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Included in the balance of acquisition of assets of Kshs.1,449,789,912 for the year ended 

30 June 2016 at note 18 to the financial statements is Kshs.591,244,007 for construction of 

roads. However, audit verification revealed that routine maintenance works for fifteen 

roads costing Kshs.99,535,675 were not included in the procurement plan contrary to 

Section 45 (3) of the Public Procurement and Asset Disposal Act,2015 which provides that 

all procurement processes shall be within the approved budget of the procuring entity and 

shall be planned by the procuring entity concerned through an annual procurement plan. 

Although the management argues that they were unforeseen expenditure, this may imply 

that funds for some projects may have been reallocated. In addition, the works were not 

branded as provided for in projects’ bills of quantities. 

 

In the circumstances, the propriety and regularity of the expenditure on roads amounting 

to Kshs.99,535,675 for the year ended 30 June 2016 could not be confirmed. 

 

15.2 Use of Quotation Method  

 

Included in the acquisition of assets of Kshs.1,449,789,912 for the year ended 30 June 2016 

at note 18 to the financial statements is Kshs.136,376,140 and Kshs.52,571,552 for 

construction and civil works and purchase of office furniture and general equipment 

respectively. However, audit verifications of the expenditure on construction and civil 

works and purchase of office furniture and general equipment revealed payments totalling 

Kshs.28,070,850 for supply of goods and works done through request for quotations 

whereas the amount was above the threshold as detailed below:  

 

Item Vote Charged Threshold  

Kshs. 

Amount 

(KShs.)  

Construction to cabro standard of 

access road off Turkana Street  

Construction and 

civil works  

4 million  4,764,800 

Repair works and storm water 

drainage at Kongowea Market 

Construction and 

civil works  

4 million 5,921,050 

Supply of  1,000, 150 watts sodium 

bulbs for street lighting 

Purchase of office 

furniture and 

general equipment 

2 million 12,785,000 

Supply of lighting timer controller 

and universal padlocks 

Purchase of office 

furniture and 

general equipment 

2 million 4,600,000 

Total 28,070,850 
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This is contrary to Section 105 of the Public Procurement and Assets Disposal Act 2015 

which provides that use of quotations method may only be used if the value of the goods 

is below Kshs.2 million and works below Kshs.4 million. 

  

In the circumstances, the propriety and regularity of expenditure amounting to 

Kshs.28,070,850 for the year ended 30 June 2016 could not be ascertained. 

 

Management response 

 

The County stated that- 

1. The projects were included in the amended procurement plan after they were 

approved in the second supplementary budget and the corresponding work plan. 

Therefore the road maintenance projects for 99,535,675 were properly included in 

the subsequent supplementary budget, the Annual Development Plan and the 

Procurement Plan. 

2. That at the the time of the audit some contractors had not placed the respective 

publicity signs as the projects had just been awarded. The contractor is expected to 

place the publicity sign boards within two weeks after the site handing over. The 

signboards have since been placed as this is a contractual requirement for all 

construction projects and can be verified.  

 

Committee’s Observation and Recommendation 

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The committee 

further noted the mitigation measures made by the county government, and agreed 

with the recommendations by the auditor general. 

 

The Committee therefore recommended that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. If the behaviour 

persists during the audit of the FY2020/2021, the Accounting Officer may be 

prosecuted for breach of section 197(k) of the Public Finance Management Act. The 

Committee further recommended that the County Executive should put in place 

proper project monitoring systems to ensure projects are implemented as per 

specifications and within the set timelines. Further, all projects must have a sign-post 
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indicating the name of the project, source of funds, contractors, supervisors and 

contract period to distinguish projects implemented by other government agencies. 

Also the committee recommend that the auditors to review the matter in the 

subsequent Financial year. 

 

 

16.0 Garbage Collection 

 

Note 21 to the financial statements reflects amount of Kshs.1,619,030,727 in respect of 

other payments for the year ended 30 June 2016. Included in other payments is 

Kshs.356,563,897 for other creditors – recurrent which include payments totalling 

Kshs.82,208,599 in respect of garbage collection as detailed below; 

 

PV Detail Amount 

200980 Creditor - Recurrent 36,722,600 

200869 Creditor - Recurrent 45,485,999 

Total 82,208,599 

 

Records availed for audit indicates that the County Executive contracted a firm to provide 

garbage collection and disposal services in the financial year 2014/2015. According to the 

copy of contract agreement, County Executive was to pay Kshs.48,720 VAT inclusive per 

40 tonne truck of garbage.  

 

Information availed revealed the following; 

 

i. There was no weigh bridge at the dumpsite to confirm the weight thus payment was 

made per trip instead of tonnes; 

 

ii. There was no evidence of a register to confirm the actual trips made per truck per 

day; 

 

iii. The contract file including the payment vouchers were not verified as it was 

indicated that they had been taken by the Ethics and Anti-Corruption Commission 

(EACC). 

 

In circumstances, the propriety and regularity of other payments amounting to 

Kshs.82,208,599 for the year ended 30 June 2016 could not be ascertained. 
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Management Response 

 

During the award there was a weigh bridge at the yard which was used to weigh all the 

garbage Lorries but it broke down and was taken for repairs. After the breakdown of the 

weighbridge registers to record all the Lorries at the dump site and the registers are 

available for verification.  

 

Committee Observation and Recommendations 

 

The Committee noted that the EACC has investigated the matter and recommended 

the Commission updates the Senate on its findings. 

 

17.0 Fixed Asset  

 

As reported in the year 2014/2015, Annex 4 to the financial statements is a summary of 

fixed asset register which reflects a balance of Kshs.12,386,004,912 as at 30 June 2016 

(2014/2015 Kshs.10,936,215,000) indicating an increase of Kshs.1,449,789,912. However, 

according to note 18 to the financial statements, research, studies, project preparation, 

design & supervision figure of Kshs.114,003,818 has wrongly been presented as 

acquisition of assets. In addition, the balances in the Annex 4 were not supported with a 

fixed asset register contrary to Section 136 (1) of the Public Finance Management 

Regulations 2015 which require each accounting officer to maintain a register of all assets 

under his control. 

 

Further, as also reported in the year 2014/2015, log books for vehicles costing 

Kshs.195,252,031 were not availed for audit verification. The management indicated that 

the logbooks are still with the suppliers. It was not clear why the suppliers were holding 

the ownership documents. Further, it was not possible to verify expenditure amounting to 

Kshs.77,849,531 under acquisition of assets as the respective payment vouchers were not 

availed for audit verification. 

  

Consequently, the accuracy, existence and completeness of the assets balance of 

Kshs,12,386,004,912 as at 30 June 2016 could not be ascertained. 

 

Management Response 

 

1. Project preparation, design and supervision figure of Kshs. 114,003,818, was wrongly 

presented as acquisition of Assets, According to Prescribed Financial Statement 
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template by the Public Sector Accounting Standard Board, these are intangible Assets 

hence they are correctly presented as acquisition of assets in the Financial Statements, 

Revised Financial Reporting Tamplate from PSASB. 

2. The balances in Annex 4 were not supported with a Fixed Asset Register contrary to 

Section 136(1) of PFM Regulations. 

3. The Fixed Asset Register was up to date and available for verification and provided a 

summary of the Fixed Asset Register. 

4. Log books costing Kshs 195,252,031 were availed for review.  

5. The original payment vouchers to verify expenditure for Kshs.77,849,531 were taken 

by Anti-corruption. The County availed Anti-corruption correspondences and copies 

of payment vouchers. 

 

 

 

Committee’s Observation and Recommendation 

 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommended that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The committee noted with concern that the county government lacked land 

ownership documents and recommended that the county government should acquire 

title deeds for all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommended 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

On matters under investigation, the Committee recommended that The Ethics and 

Anti-Corruption Commission (E.A.C.C) should expedite investigations into the 

matter and conclude within six months. 

 

18.0 Defunct Local Authorities’ Assets and Liabilities 
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As reported in the year 2014/2015, Annex 4 to the financial statements reflects cumulative 

assets amounting to Kshs.12,386,004,912 (2014/2015 - Kshs.10,936,215,000). However, 

information availed for audit indicates that the defunct  

Transition Authority verified assets and liabilities of the defunct Municipal Council of 

Mombasa and issued a report in November 2014.  However, no evidence was availed for 

audit to indicate that the assets and liabilities were handed over to the County Government. 

It was also observed that the assets and liabilities of the defunct Municipal Council of 

Mombasa were not included in these financial statements.  

 

Consequently, the accuracy and completeness of the assets and liabilities of the County 

Executive presented in these financial statements could not be confirmed. 

 

Committee’s Observation and Recommendations 

 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommended that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The committee noted with concern that the county government lacked land 

ownership documents and recommended that the county government should acquire 

title deeds for all land under its custody.  

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommended 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

 

 

19.0 Pending Bills 

 

19.1 Pending Bills Balance 

  

Note 26.1 to the financial statements reflect pending accounts payable balance of 

Kshs.1,411,188,865 as at 30 June 2016 (2014/2015: Kshs.1,971,647,728).  According to 

Note 21 to the financial statements, a total of Kshs.1,053,765,654 made up of other 

creditors – development of Kshs.697,201,757 and other creditors – recurrent of 



 
 

380 
 

Kshs.356,563,897 was paid to settle pending bills for previous years. However, according 

to other creditors vote which was used for paying pending bills, the total payments 

amounted to Kshs.918,244,980 resulting in unreconciled or explained variance of 

Kshs.135,520,67. It was not possible to confirm which vote the payment of 

Kshs.135,520,674 was charged. In addition the County Executive does not maintain a 

register of pending bills. 

 

The County Executive may have irregularly reallocated funds from approved budget lines 

to pay pending bills contrary to Section 154(1) of the Public Finance Management         Act, 

2012 which require an Accounting Officer not to authorize the transfer of an amount that 

is appropriated. 

 

Consequently, the validity and accuracy of pending bills accounts payables balance of 

Kshs.1,411,188,865 as at 30 June 2016 could not be confirmed. 

 

Management Response 

 

The County submitted that- 

1. According to the Second Supplementary budget 15-16 the other creditors vote under 

the Department of Finance and Economic Planning was Kshs.1, 128,416,795 thus 

the Kshs. 1,053,765,654 was charged in the other creditors vote. 2nd supplementary 

Budget 

2. The County submitted the updated register of pending  

3. The pending bills were paid through the Other Creditors vote which was increased 

to Kshs.1,128,416,795 in the second supplementary budget therefore there was no 

reallocation of funds from other budget lines. 

 

 

Committee’s Observation and recommendations 

 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. The committee further noted that the pending bills are 

killing the entrepreneurial spirit. 

The Committee recommended that- 
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 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act. 

 The National Treasury should take the legible bills inherited from the defunct 

local authorities  

 

 

19.2 Unremitted Taxes 

 

Included in pending bills balance of Kshs.1,411,188,865 under Annex 1 to the financial 

statements are various taxes amounting to Kshs.313,996,660 due to Kenya Revenue 

Authority. The taxes relate to Pay as You Earn, VAT and withholding taxes deducted but 

not remitted to Kenya Revenue Authority. Although the management has been making 

installment payments, it is not clear and the management has not explained why the taxes 

were deducted and not remitted to Kenya Revenue Authority on due dates to avoid payment 

of penalties. Kenya Revenue Authority may take enforcement measures to recover the 

unpaid taxes which may affect the operations of the County Government.  

 

The management is therefore in breach of the law. 

 

Management Responses 

 

The management responded as follows- 

1. The County had a structured payment plan with KRA on paying the outstanding 

arrears. 

2. At the close of the financial year 2014/15 the County Government had paid kshs.1, 

230,230,263.56 out of which Kshs. 476 million related to arrears for the defunct 

Municipal Council of Mombasa. This badly constrained the County’s ability to pay 

its current tax obligation, Further the National Treasury did not disburse Kshs.785, 

799,000 which had been budgeted for to pay taxes during the year and this further 

constrained the county financially hence the County could not promptly remit the 

taxes in time.  

3. That the County has been steadily paying KRA with the aim of settling the 

outstanding amount 

4. There is a payment plan where the County committed to pay in installments and the 

current amount due to KRA is Kshs.69, 000, 000. 
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Committee’s observation and recommendation  

 

The Committee noted that there were deductions from employees on statutory 

deductions but they were not remitted. This was blatant disregard of the law which 

attracts loss of public funds through penalties and the Committee recommended that 

the CEO take administrative action against the accounting officer for the non-

remittance. 

 

 

19.3 Coast General Hospital Bills 

 

As reported in the year 2014/2015, bills amounting to Kshs.132,049,147 maintained by 

Coast General Hospital were outstanding as at 30 June 2016 (2014/2015 

Kshs.164,604,51930). A review of the pending bills revealed that the amount has 

accumulated since 2007/2008 financial year. In addition, the bills were not included in the 

outstanding bills of Kshs.1,411,188,865 as reflected in note.26.1 to these financial 

statements. Suppliers and contractors may stop supplying or rendering goods and services 

which may affect service delivery at the hospital. In addition, the pending bills may accrue 

penalties and fines for non-payment.  

 

Consequently, the accuracy and completeness of pending bills balance of 

Kshs.1,411,188,865 as at 30 June 2016 could not be confirmed. 

 

 

 Management Response. 

1. The Coast Provincial General Hospital is a Provincial Referral Hospital which had 

been underfunded before devolution and operated mainly on donor and well-wisher 

support resulting on huge pending bills. 

2. the outstanding bills figure of Kshs.1,411,188,865 in Note 26.1 were left out of the 

financial statements as they had not been verified and officially handed over by the 

Transition Authority and therefore its authencity could not be ascertained. 

 

Committee’s Observation and Recommendation 

 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from suppliers, may 

distort the planning and procurement and may expose the County Government to 
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litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommended that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

 

 

19.4 Going Concern 

 

The statement of assets as at 30 June 2016 reflects total financial assets of 

Kshs.558,269,778. However, the total payables as at 30 June 2016 amounted to 

Kshs.1,488,255,161 as detailed below: 

 

Balance Amount (Kshs) 

Pending bills 1,411,188,865 

Accounts payables 77,066,296 

Total payables 1,488,255,161 

 

This results to an over commitment amounting to Kshs.929,985,383 over and above the 

County Executive’s available funds. This may imply irregular commitment of expenditure 

outside the budgeted votes which casts doubt on the ability of the County Executive to 

settle the pending bills. This is contrary to Section 135 (1) of the Public Finance 

Management Act, 2012 which requires the County Executive not to spend money that has 

not been appropriated. 

 

In the circumstances, the County may not be able to pay its debts and obligations as when 

they may fall due. 

 

Management Response 

 

The commitments in reference were within the available budgetary provisions; however, 

the pending bills in question are a result of funding constraints in respect of unmet local 

revenue targets. 

 

Committee’s Observation and Recommendations 
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The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. This results to an over 

commitment amounting to Kshs. 929,985,383 over and above the County Executive’s 

available funds. The Committee recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  

 

20.0 Budgetary Controls and Performance  

 

20.1 Budget Absorption 

 

The County Executive of Mombasa had a total budget of Kshs.9,978,786,273 voted for the 

financial year 2015/2016 comprising of Kshs.3,155,601,368 for development and 

Kshs.6,823,184,905 for recurrent expenditure. Further, the County Executive’s actual 

expenditure amounted to Kshs.8,513,407,616 or 85% of the voted amount as summarized 

below: 

 

 

 Item Budgeted 

Allocation 

2015/2016 

Actual 

 2015/2016 

Under 

Absorption 

Absorption in 

% 

Development 3,155,601,368 2,262,592,908 893,008,460 72 

Recurrent 6,823,184,905 6,232,446,708 590,738,197 91 

Total 9,978,786,273 8,513,407,616 1,483,746,657 85 

 

This resulted to an overall under absorption of Kshs.1,483,746,657 or 15%. This means that 

some of the projects earmarked for development were not implemented during the financial 

year which may affect goods and service delivery to the residents of Mombasa County. The 

management should embrace a more realistic budgeting in future and to focus on areas 

which may require more funding.  
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20.2 Budget Absorption analysis - Development Vote 

 

Records availed for audit review indicated that out of Kshs.3,155,601,368 under 

development vote, only Kshs.2,262,592,908 or 72% had been spent leaving a balance of 

Kshs.893,008,460 or 28% unutilized.  

 

The County Executive of Mombasa has twelve (12) departments and following is the budget 

performance analysis as at 30 June 2016: 

 

Entity Approved 

Estimates 

(Kshs.) 

Expenditure 

As At  

30-06-2016 

(Kshs.) 

Balance As 

At  

30-06-2016 

(Kshs.) 

Under-

Absorption 

In  

% 

County Executive  160,163,916  160,163,916  0  0 

Public Service Board  2,337,498  2,337,498  0  0 

Finance and 

Economic planning  888,647,234  753,527,977  135,119,257  15 

Tourism, 

Development and 

Culture  41,928,465  31,069,045  10,859,420  26 

Education & Children 

Services  276,833,101  243,508,957  33,324,144  12 

Health  Services  359,152,675  255,413,825  103,738,850  29 

Water, Environment 

& Natural Resources  48,272,912  39,957,000  8,315,912  17 

Youth, Gender and 

Sports  106,455,455  72,768,302  33,687,153  32 

Trade, Energy and 

Industry  25,053,500  10,685,850  14,367,650  57 

Lands, Planning & 

Housing   214,967,840  129,917,850  85,049,990  40 

Transport and 

Infrastructure  949,501,972  809,206,763  140,295,209  15 

Agriculture, 

Livestock & 

Fisheries.  47,286,800  17,664,250  29,622,550  63 

Total 3,155,601,368 2,262,592,908 893,008,460  
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The above analysis indicates that the County Executive did not utilize a total of 

Kshs.893,008,460 voted for development. It was also observed that the County 

departments of Agriculture, Livestock and Fisheries, Trade, Energy and Industry and 

Lands, Planning and Housing had the highest unutilized development budget of 63%, 57% 

and 40% respectively. 

  

The management has not explained the failure to utilize all the funds budgeted for 

development projects. This may be an indication of poor project planning and monitoring 

which could impact negatively on delivery of goods and services to the residents of 

Mombasa County.  Management may need to re-look at its budget making process with a 

view of allocating more funds to priority areas.  

 

Management Response. 

The County expenditure on development was 26% of the total budget. The PFM requires 

that the County implements 30% of its total budget on development in the medium term. 

The county Government has put in place measures and mechanisms to ensure the local 

revenue collection increases so as to implement priority development projects.   

 

Committee’s Observation and Recommendations 

 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The committee observed 

that there was under expenditure of budget. The Committee recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  

 

 

20.3 Budget Absorption Analysis - Recurrent Vote 

 

Out of the recurrent budget of Kshs.6,823,184,905 available for the year under review, the 

budget performance analysis is as follows: 
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 Item Final Budget  

2015-2016  

(Kshs.) 

Actuals 

2015-2016 

(Kshs.) 

Under 

Expenditure 

(Kshs.) 

Over 

Expenditur

e 

(Kshs.) 

%  

 

Compensation of 

Employees 

3,920,582,07

9  

3,659,031,31

2 

261,550,767  93 

Use of Goods 

and Services 

1,313,648,06

9 

785,376,278 528,271,791  60 

Transfers Other 

Government 

Units 

684,379,916 474,324,675 210,055,241  69 

Subsidies 820,000 0 820,000  0 

Other grants and 

transfers  

556,804,108 255,753,474 301,050,634  46 

Other Expenses 346,950,733 1,076,328,97

0 

0 729,378,237 210 

 Total  6,823,184,90

5 

6,232,446,70

8 

1,301,748,43

3 

729,378,237  

 

In overall, the County Executive under spent by a total of Kshs.1,301,748,433 or 19% of 

the total budget. The County overspent on other expenses by Kshs.729,378,237 or 210% 

and did not avail for audit the prior approval for the over expenditure which could be an 

indication of  unauthorized reallocation of funds contrary to the Public Finance 

Management Act, 2012. 

 

In addition, the County Executive allocated Kshs.820,000 for subsidies which was not 

utilized by the end of the financial year. This is an indication of improper planning. 

Management may need to re-think on its budget making process with a view to focusing 

on more deserving areas.  

 

 

Committee’s Observation and Recommendation 

 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 
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 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.  

 

20.4 Under collection of revenue 

 

The statement of receipts and payments for the year ended 30 June 2016 reflects other 

receipts of Kshs.3,002,077,786. However, according to the approved budget, the County 

expected to collect Kshs.5,121,608,000 thus leading to a deficit of Kshs.2,119,530,214 or 

41%. Further, audit analysis revealed reduction in revenue on the comparison with the 

revenue collected in 2014/2015 financial year. 

 

 

Revenue Source 

2015/2016 

(Kshs.) 

2014/2015 

(Kshs.) 

Reduction 

(Kshs.) 

% 

Reduction 

Rents 818,985,218 946,243,758 127,258,540 13 

Other property income 53,970,326 70,368,216 16,397,890 23 

Other miscellaneous 

revenue 

15,945,236 18,381,403 2,436,167 13 

Total 888,900,780 1,034,993,377 146,092,597 14 

 

Although the management has attributed the reduction on none collection of rent from 

houses identified for demolition, this is an indication of possible revenue leakages or 

inefficient revenue collection systems contrary to Section (157) (2) of the Public Finance 

Management Act, 2012 which requires that the receiver of County Government revenue to 

ensure that the revenue for which the receiver is responsible is collected or recovered, and 

is accounted for.  

 

Consequently, the County Executive may not fully finance its budget activities which may 

affect service delivery to its residents. 

 

 

Management Response 

The County attributed the following to the decline of the revenue 

 

1. The tenants slowed down in payment of rent in that financial year since the county 

had a plan of demolishing the houses for modernization. However, the collection 
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improved the following year when the county properly sensitized the tenants on the 

estates modernization process. 

2. Schedule showing improvement of rent income over the years. 

3. The difference of Kshs 16,397,890 came as a result of comparing 18 months of the 

FY 2014/2015 and 12 months 2015/2016. 

4. The difference of Kshs. 2,436,167 came as a result of comparing 18 months of the 

FY 2014/2015 and 12 months 2015/2016. 

 

Committee’s Observation and Recommendations 

 

The Committee observed that there was under collection of revenue during the 

financial year. The Committee further observed that the County Executive ought to 

have factored the revenue collection challenges that usually affect their revenue 

potential targets, especially during similar periods. The Committee recommended the 

County Executive to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection;  

 Ensure strengthening the revenue forecasting model to enhance realism in their 

own source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act 

and provide information on the same within 60 days from the adoption of this 

report. 

 

 

20.5 County Executive 

 

According to the 2015/2016 approved budget, the County Executive department was 

allocated a total budget of Kshs.879,688,663 comprising of Kshs.160,163,916 for 

development expenditure and Kshs.719,524,747 for recurrent expenditure. Under the 

development vote, the department utilized Kshs.160,163,916 (100% of the budget) as 

shown below: 

 

Budget Vote Actual Expenditure 

(Kshs) 

Non-Residential Buildings   

Refurbishment of Buildings    29,958,456 
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Purchase of Office Furniture and General Equipment  3,445,485 

Purchase of Motor Vehicles 12,796,235 

Purchase of Police and Security Equipment 20,300,000 

Purchase of ICT and Software 20,384,799 

Purchase of equipment 18,292,844 

Total 160,163,916 

 

It is not clear and the management has not explained how the actual expenditure of 

Kshs.160,163,916 resulted to a similar amount of Kshs.160,163,916 reflected in the budget 

for the year ended 30 June 2016.  

 

The following were additional observations: 

 

i. Expenditure on Non-Residential Buildings relates to the renovation and extension 

of the Governor’s office at initial contract cost of Kshs.89,785,290 with expected 

completion date of 2 May 2016. However, audit verifications revealed that the 

project had been extended twice resulting in a revised cost of Kshs.106,691,659. 

The County may have to wait longer to realize value for money from the project; 

 

ii. Expenditure of Kshs.20,384,799 on ICT was for 2014/2015 telephone networking 

project. However, as at the time of audit, the project had not been fully implemented 

as some locations including Kongowea market and Mwembe Tayari had not been 

networked as per project plan.   

 

This is an indication of weaknesses in project planning and implementation which may 

affect public service delivery. 

 

Management Response 

The County responded as follows- 

 

1. The expenditure was prioritized as there was urgent need to operationalize the 

Governor, sub county and ward administrators’ offices. 

2. The Renovation of Governor’s office was extended twice and varied upwards to 

Kshs.106, 691,659. The Accounting Officer and the Head of Procurement approved 

the extension of time and variation of the price as per the recommendations by the 

evaluation committee and the Chief Officer, Transport and Infrastructure, after the 

Contractor had requested for the extension, citing Delay on commencement date 

and Delayed payments. 
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3. The Extension request, Recommendation by Chief Officer- Transport and the 

evaluation Committee, Extension approval. 

4. The Expenditure of Kshs. 20,384,799 on ICT was for 2014/15 telephone networking 

project but at the time of audit, the project had not been fully implemented in some 

locations such as Kongowea market  and Mwembe Tayari had not been networked 

as per project plan. During the mapping out of sites in the planning stage of the 

project fourteen (14) locations had initially been identified as suitable for the 

installation of the system. However, as the project progressed other issues that had 

not been anticipated emerged. For Likoni Fire Station site there was a delay in 

obtaining permission from KENHA to dig across the road as the fire station was on 

the opposite side of the road to the Safaricom access point. This concern had been 

raised earlier in the planning phase and an assurance had been given that the issues 

would have been addressed by the time the project was rolled out. However, by the 

time the project was being rolled out the issue had not yet been addressed. It was 

therefore decided that the sites be substituted with other sites at Bima house and 

Betting Control buildings that had been earmarked for phase ii of the project as long 

as it wasn’t going to affect the cost. For the other sites namely public health, 

Mwembe Clinic and Ganjoni Health Centre, there was a revision of these sites as it 

was felt by management that other sites of more priority and that should have been 

include had been left out. It was therefore decided that they be substituted with the 

three sites so as to have them done in the first phase.  

5. For the 600 IP Phones that were found to be still lying at the server room it emerged 

that the offices for which this equipment was to be installed had been earmarked for 

major refurbishments. As a result, there was a looming possibility of reallocation of 

office space affecting all county departments, which included the said sites. 

Therefore, a decision was made to halt the deployment of the IP Phones until such 

a time when the exercise of reallocation was concluded. 

 

Committee’s Observation and Recommendation 

The Committee noted that the query arose from poor planning and project 

implementation.  The committee, however, noted the mitigation measures made by 

the county government, and agreed with the recommendations by the auditor general. 

The Committee recommended that the County Executive should put in place proper 

project monitoring systems to ensure projects are implemented as per specifications. 

Further, the Committee recommended the CEO to capacity build the concern staff 

on project planning, implementation and monitoring. 
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20.6 Office of the Governor 

 

The Governor was allocated Kshs.295,130,000 as analysed below: 

 

Budget Vote Budget 

Amount 

(Kshs.) 

Actual 

Expenditure 

(Kshs.) 

Under-

Absorption 

(Kshs.) 

Over-

Absorption 

(Kshs.) 

Utilities Supplies and 

Services  

7,680,000 5,497,740 2,182,260 0 

Communication, 

Supplies and Services  

5,200,000 897,520 4,302,480 0 

Domestic Travel and 

Subsistence, and Other 

Transportation Costs  

14,750,000 28,000,000 0 13,250,000 

Foreign travel 38,000,000 40,649,543  2,649,543 

Printing 14,500,000 3,869,460 10,630,540 0 

Rental 16,500,000 4,927,550 11,572,450 0 

Training 10,000,000 3,918,489 6,081,511 0 

hospitality  48,000,000 34,524,241 13,475,759 0 

Fuel 68,000,000 10,764,551 57,235,449 0 

Other grants 5,000,000 0 5,000,000 0 

Refurbishment of 

buildings 52,000,000 29,958,456 
22,041,544 

0 

Purchase of furniture 15,500,000 6,020,249 9,479,751 0 

Total 295,130,000 169,027,799 135,517,004 15,899,543 

 

The total budget underutilization was Kshs.135,517,004 representing 46% of the 

department’s budget. The underutilization of the funds may have impacted negatively on 

the delivery of goods and services to the public. 

 

There was also an over expenditure of Kshs.15,899,543 or 5% and whose approval was not 

availed for audit review.  

 

Management Response 

 



 
 

393 
 

1. The office of the Governor Underutilised the budget by Kshs. Kshs.135,517,004 or 

46% emanated from unrealized local revenues thus the Department could not fully 

implement its budget allocation. 

2. The amount of Kshs.15, 899,543 (5%) was not over expenditure but reallocation 

from residential building (including hostel) of Kshs. 5,000,000 and refurbishment 

of residential buildings Kshs.10, 000,000 which was done in the supplementary 

budget approved by the County Assembly. 

 

Committee’s Observation and Recommendations 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

 

21.0 Project Verification 

  

Project status report availed for audit reflected the following;  

 

No. Project Name Contract Sum 

Kshs 

Project 

Status/ 

Completion   

1 Installation of Gulley pots & Covers along 

Digo road and Abdel Nasser roads 

     

14,342,387.40  

50%  

2 Proposed Expansion of a section of Links 

road & Mamba Round About Improvement 

– Nyali 

     

49,493,072.20  

20%  

3 Construction of Drainage works at Sisi 

Kwa Sisi 

     

18,204,010.00  

90%  

4 Drainage behind Ratina square 9,053,715.00 45%  

5 Dredging of Mtopanga river starting 

Kiembeni Junction 

     

22,618,692.80  

45%  

6 Drainage improvement at Makaburini- 

Kongowea  

30,322,314.00 50%  

7 Shiva corner and East African Packaging 

storm water drainage improvement 

       

8,807,121.00  

50%  
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No. Project Name Contract Sum 

Kshs 

Project 

Status/ 

Completion   

8 Construction of Hassan Joho Girls- Utalii 

Village Road to cabrostandard 

     

61,447,666.50  

50%  

9 Construction of Majaoni- Kashani access 

road 

     

56,541,110.45  

50%  

10 Completion of shell Beach-Likoni approved 

school (A14) 

     

29,293,976.80  

70%  

11 Improvement of Access road to Mtongwe 

Ferry 

     

13,631,366.00  

50%  

12 Construction of Kwabhulo road 

Kadzandani ward 

     

44,091,161.00  

60%  

13 Construction of Kadzonzo  road Junda ward      

36,384,919.01  

50%  

14 Construction of Mwagosi - Bokole Access 

to Cabro Standard 

     

41,113,199.60  

50%  

15 Reconstruction of Exit road from 

Kongowea Market 

     

18,132,568.30  

95%  

16 Construction of Jomo Kenyatta Beach 

Access road, walkways and parking area 

     

49,912,766.00  

30%  

17 Improvement of Acess road connecting 

Academy and Sea Horse Village 

       

5,994,200.00  

50%  

18 Installation of Gulley pots & Covers along 

Digo road and Abdel Nasser roads 

     

15,739,387.40  

50%  

19 Renovation and extension of Governor’s 

office 

89,785,290  

21 Shika Adabu Sub-county Hospital 55,827,355 35% 

22 Mtongwe Sub-county Hospital 56,391,421 40% 

23 Marimani Sub-county Hospital 53,609,243 35% 

24 Vikwatani Sub-county Hospital 54,031,377 45% 

25 Improvement of County Stadium 61,290,854 40% 

26 Early Childhood Development Centre - 

Chaani 

27,909,180 66% 

27 Early Childhood Development Centre – 

Kwa Jomvu 

28,067,230 100% 
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No. Project Name Contract Sum 

Kshs 

Project 

Status/ 

Completion   

28 Early Childhood Development Centre - 

Longo 

          

27,671,971 

66% 

29 Early Childhood Development Centre - 

Likoni 

27,012,445 90% 

30 Early Childhood Development Centre – 

Kadzandani 

29,106,650 99% 

31 Early Childhood Development Centre - 

Utange 

28,836,930 90% 

32 Early Childhood Development Centre – 

Digirikani 

26,264,610 55% 

33 Early Childhood Development Centre – 

Buxton 

19,250,843 92% 

34 Mwakirunge II replacement of beacons 2,157,750 30% 

35 Preparation of Mombasa integrated 

strategic urban development plan 

22,000,000 100% 

36 Rehabilitation and cleaning of septic tanks 

and sewers at Khadija, Mzizima, 

14,248,920 100% 

37 Preparation of County Valuation roll 35,000,000 90% 

38 Shika Adabu Sub-County Hospital 6,261,507 35% 

39 Renovation of Mikindani Social Hall 5,393,580 100% 

40 Renovation of Tononoka Social Hall 12,033,050 60% 

41 Uwanja Wa Mbuzi Kongowea 66,270,664 80% 

42 Renovation of ASK show stand 10,000,000 100% 

43 Mombasa women dairy goat project 12,000,000 10% 

44 Indigenous poultry development 3,318,984 62% 

45 Purchase of tree seeds and seedlings 2,100,000 52% 

 

21.1 Construction of ECDs Schools 

  

The Department of Education undertook construction of eight Early Childhood 

Development Centres (ECDs) in eight locations in the financial year 2014/2015 at a total 

cost of KShs.214,173,840. The contract duration was 32 weeks, which commenced in 

January 2015 and expected to have been completed in September 2015. However, as at the 

time of this audit in January 2017, only one ECD at Kwa Jomvu had been completed while 
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the remaining seven were at various stages of completion, sixty (60) weeks after the end of 

the official date of completion. It was also observed that the contract extension resulted 

into total price variation increase of Kshs.16,721,413 which could have been saved had the 

projects been completed as scheduled. This is an indication of poor project management 

which has led to cost escalations. 

 

Management Response.  

The County submitted as follows- 

1. The ECDS were delayed due to the fact that county was unable to fully realize its 

local revenue targets. Resistance from some stakeholders for the new revenue 

streams such as the shipping levy, which was contested by the Kenya Ports 

Authority and the National Government leading to non-collection of the targeted 

revenue. 

2. Lack of revenue collection automation in all the revenue streams. 

3. Lack of specific revenue streams enabling legislation, which led to court battles and 

hence non-collection of the estimated revenues. 

4. The County had budgeted as per the devolved functions under Schedule Four of the 

Kenya Constitution 2010, which devolved shipping, and ferry services which the 

National Government refused to devolve leading to non collection of the revenues. 

Legislation backing the collection fees and charges such as the transport 

development levy, liquor licensing, and marshaling yards for transport and Port 

health services were not passed by the County Assembly during the financial year 

5. The public challenged the Finance Act and obtained court orders that stopped the 

County from collecting revenue in those particular revenue streams 

6. Various companies went to court to protest the introduction of the new levy such as 

the Kenya Calcium, Base Titanium, and Kenya Association of Manufactures among 

others, which delayed the collection of the revenues. 

7. The price variation of Kshs. 16,721,413 was as a result of changing the windows 

from steel case to upvc. 

 

The County availed to the Committee the cost variation Letter for ECD windows and 

project Status. 

 

Committee’s Observations and Recommendations 

 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommended that;  
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 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 

21.2 Renovation of Mombasa County Stadium 

 

The project for the renovation of Mombasa County Stadium by the department of Youth at 

a cost of Kshs.61,290,854.90 commenced on 15 December 2015 with contract period of 5 

months expected to have been completed on 15 May 2016. A total of Kshs.27,454,820 was 

paid towards the project in the year under review. However, during physical verification, 

it was observed that the project is yet to be completed despite expiry of the contract period.   

 

Management Response  

 

Missing response  

 

Committee’s Observations and Recommendations 

 

The Committee observed that-  

 No information was provided to the auditors during audit exercise; 

 Projects were still incomplete beyond the stipulated contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 

 

21.3 Renovations and extension of Governor’s office building 

 

The project was awarded at a contract price of Kshs.89,785,290. Review of the file revealed 

that the work commenced on 2 November 2015 and the expected time of completion was 

2 May 2016.  However, audit verifications revealed the following: 
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i. The completion date was extended twice to 2 August 2016 and finally to February 

2017.  

ii. The contract price was revised upwards to Kshs.106,691,659.55 being an increase 

of Kshs.16,906,369.55 from the original contract price.  

iii. Further, review of the contract as at June 2016 reflected that Kshs.51,599,109.50 

had been paid to the contractor.  

 

Consequently, the residents of Mombasa County will have to wait longer to realize value 

for money from the project. 

 

Management Response 

 

Due to unavoidable circumstances, the project completion period was extended up to 31st 

March 2017. 

The Accounting Officer and the Head of Procurement approved the extension  of time and 

variation of the prices as per the recommendations by the evaluation committee and the 

Chief Officer, Transport and infrastructure,  after the Contractor had requested for the 

extension, citing: 

 Delay on commencement date 

 Delayed payments. 

 

Appendix 18.5(ii) 

(Extension request, Recommendation by Chief Officer- Transport and the evaluation 

Committee, Extension approval). 

 

(ii).The price was revised upwards to Kshs. 106,691,659.55 being an increase of Kshs. 

16,906,369.55 

Management Response. 

Due to unavoidable circumstances, the project completion period was extended up to 31st 

March 2017. The Accounting Officer and the Head of Procurement approved the extension 

of time and variation of the prices as per the recommendations by the evaluation committee 

and the Chief Officer. Transport and Infrastructure, after the Contractor had requested for 

the extension, citing: Delay on commencement date and Delayed payments. 

 (Extension request, Recommendation by Chief Officer-[Transport and the evaluation 

Committee, Extension approval). 

The payments were done after the contractor raised payment certificates after the works 

were properly valued and certified by the site Engineer as per the contract conditions. 
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Committee’s Observation and Recommendations 

 

The Committee observed that-  

 No information was provided to the auditors during audit exercise; 

 Projects were still incomplete beyond the stipulated contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 

 

21.4 Supply, Installation, Testing and Commissioning and ICT Security Solution 

 

The department allocated Kshs.93,559,999 during the financial year 2014/2015 for supply, 

installation, testing and commissioning of ICT communication and security solution that 

was expected to be implemented in various operational locations of the County 

Government including Head Office, Governor’s Office, Shimanzi, Uhuru na Kazi, Coast 

General Hospital, Fire Station, Inspectorate, Public Health, Mwembe Clinic, Bima Towers, 

Ganjoni Health Centre, Betting Control, Kongowea Market and Likoni Sub-County 

Offices.  Full project cost was paid in 2015/2016. 

 

Out of the fourteen (14) locations where the system was to be installed, the system was not 

operational in five (5) locations including public health office, Mwembe Clinic, Ganjoni 

Health Centre, Kongowea Market and Likoni. 

 

In the foregoing circumstances, the residents of Mombasa County may take longer to 

realize value for money from the project. 

 

Management Response. 

The County responsed as follows- 

1. During the mapping out of sites in the planning stage of the project fourteen (14) 

locations had initially been identified as suitable for the installation of the system. 

However, as the project progressed other issues that had not been anticipated 

emerged. 

2.  For Likoni Fire Station site there was a delay in obtaining permission from KENHA 

to dig across the road as the fire station was on the opposite side of the road to the 
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Safaricom access point. This concern had been raised earlier in the planning phase 

and an assurance had been given that the issues would have been addressed by the 

time the project was rolled out. However, by the time the project was being rolled 

out the issue had not yet been addressed. It was therefore decided that the sites be 

substituted with other sites at Bima house and Betting Control buildings that had 

been earmarked for phase ii of the project as long as it wasn’t going to affect the 

cost. 

3.  For the other sites namely public health, Mwembe Clinic and Ganjoni Health 

Centre, there was a revision of these sites as it was felt by management that other 

sites of more priority and that should have been include had been left out. It was 

therefore decided that they be substituted with the three sites so as to have them 

done in the first phase.  

4. For the 600 IP Phones that were found to be still lying at the server room it emerged 

that the offices for which this equipment was to be installed had been earmarked for 

major refurbishments. As a result, there was a looming possibility of reallocation of 

office space affecting all county departments, which included the said sites. 

Therefore, a decision was made to halt the deployment of the IP Phones until such 

a time when the exercise of reallocation was concluded. 

 

Committee’s Observation and Recommendation 

The Committee observed that the County Executive commissioned projects without 

undertaking Proper project conceptualization and planning. The Committee 

recommended that the County makes proper planning and provide adequate 

budgetary provisions for projects to ensure timely completion.  

 

 

21.5 Projects not Started 

 

Records availed for audit revealed that the following nineteen (19) projects with a total 

budget of Kshs.315,007,340 had not commenced as at 30 June 2016: 

 

No. Project Name Contract Sum 

(Kshs.) 

1 Preparation of three satellite cities plan       5,000,000  

2 Preparation of county housing policy 5,000,000 

3 Construction of Changamwe Sub-county Hospital 53,498,840 

4 Bomu Changamwe grounds 23,076,758 

5 Peleleza Likoni grounds       85,331,742  
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6 Chaani Social Hall  3,600,000 

7 Likoni Social Hall 2,900,0000 

8 Frere Social Hall 4,900,000 

9 Kisauni Social Hall 6,900,000 

10 Tudor Social Hall 6,200,000 

11 3 football grounds  32,000,000  

12 Fisheries infrastructure  6,500,000 

13 Purchase of certified seeds 2,000,000 

14 Renovation of Makupa slaughterhouse 8,000,000 

15 Construction of fire hydrants at Kongowea Market 5,000,000 

16 Drilling of water borehall at Kongowea Market 10,000,000 

17 Rehabilitation of market offices at Kongowea Market 2,000,000 

18 Upgrading of Perimeter at Kongowea Market 2,000,000 

19 Purchase of standards and testing for weights and measures 25,000,000 

 Total 315,007,340 

 

It is not clear and the management has not explained why the approved projects had not 

been undertaken within the financial year. This is a clear indication of lack of focus in 

planning and which may lead to poor service delivery to the people of Mombasa County. 

 

Management Response 

The County submitted that the 19 projects were not implemented due to cash flow 

constraints but were subsequently implemented and availed  the status report. 

 

Committee’s observation and Recommendations 

 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommended that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;  

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  
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 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

21.6 Stalled Projects 

 

Audit inspection of sampled projects revealed that the following projects had stalled: 

 

No. Project Cost Inspection Observations  

1 Construction/Extension of 

Revenue office at Shimanzi 

11,000,000 Contractor not on site 

2 Parking and open public space 

improvement (Mwabundu road) 

34,788,644 Contractor and machinery 

not on site 

Hips of soil excavated not 

removed 

Mechanics have returned to 

the site 

3 Construction of Jomo Kenyatta 

Beach Access road, walkways 

and parking area 

49,912,766. No substantial work done 

although work had started 

after the visit 

It was indicated that the 

contractor had been 

blocked by beach operators 

4 Reconstruction of Exit road from 

Kongowea Market 

18,132,568 The National Government 

had constructed a foot-

bridge in the middle of the 

road rendering the exit 

impassable by motorists 

 Total 113,833,978  

 

The public may not benefit from the intended services from the incomplete projects. 

Further, public funds amounting to Kshs.113,833,978 may go to waste if measures are not 

put in place to revive the projects and implementation fast tracked in the next     financial 

year. 

 

It may also  be an indication of lack of public participation before a project is implemented 

which leads to lack of ownership of such projects contrary to Section 115.(1) of the County 

Government Act, 2012 which demands public participation in the county planning 
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processes. In addition, most of the projects were not branded and it was therefore not 

possible to confirm whether the projects were funded by the County Government or another 

government agency. 

 

Management Response  

 

The County submitted as follows- 

1. Construction/ Extension of Revenue Office of Shimanzi Kshs.11,000,000 stalled 

due to delayed payment 

2. Parking and open public space improvement (Mwabundu Road) Kshs.34, 788,644. 

The contractor is behind schedule even though within the contract period. The 

relevant department instituted necessary measures to ensure the project was 

completed within time. The contractor has since resumed. 

3. Construction of Jomo Kenyatta Beach Access road, walkways and parking area 

Kshs. 49,912,766. 

4. The contractor had been blocked by the beach operators who thought they were 

being displaced from their business. The issue has been resolved and works are now 

complete. 

5. Reconstruction of Exit Road from Kongowea Market Kshs. 18,132,568. The exit 

road from the marked was reconstructed and the parking area and road for the public 

service vehicles rehabilitated. Later the National Government constructed the 

footbridge on the access road due to the large number of people exiting the market, 

without consultation and consent of the County Government. The bridge was not 

meant for the location initially hence the county’s decision of improving the road 

was not misplaced. 

 

Committee’s Observation and recommendations 

 

The Committee observed that-  

 No information was provided to the auditors during audit exercise; 

 Projects were still incomplete beyond the stipulated contractual period.  

The committee recommended that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 



CHAPTER FOUR: COUNTY EXECUTIVE OF TAITA TAVETA  

 

4.1. FINANCIAL YEAR 2017/2018 

 

The Governor of Taita Taveta County, Hon. Granton Samboja appeared before the 

Committee on 14th July, 2020 and 16th May,2019  to respond (under oath) to audit queries 

raised in the Report of the Auditor General on Financial Statements for Taita Taveta 

County Government for the Financial Year 2017/2018. 

 

Variances Between Financial Statement and Integrated Financial Management 

Information System (IFMIS) Balances 

 

The financial statements for the year ended 30 June 2018 reflect variances between the 

Financial Statements and Integrated Financial Management Information System 

amounting to Kshs.5,351,727,279 as detailed below: 

 

S/No. Components Note Figure as per 

Financial 

statements for 

2017-2018 

(Kshs.) 

 Figure as 

Per IFMIS 

(Kshs.) 

Variance 

(Kshs.) 

 Receipts      

1 Exchequer 

Releases 

1 3,895,800,000 - 3,895,800,000 

2 Proceeds From 

Domestic And 

Foreign Grants 

2 102,437,473 - 102,437,473 

3 Transfers From 

Other Government 

Entities 

3 231,883,738 - 231,883,738 

4 County Own 

Generated Receipts 

9 203,635,113 - 203,635,113 

 Total Receipts  4,433,756,324  4,433,756,324 

 Payments     

5 Compensation Of 

Employees 

11 2,080,083,939             

2,077,357,035  

2,726,904 
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6 Use Of Goods And 

Services 

12 829,427,834                

665,113,745  

164,314,089 

7 Subsidies 13 - 334,500 (334,500) 

8 Transfers to Other 

Government Units 

14 739,212,158         

136,271,930  

602,940,228 

9 Other Grants And 

Transfers 

15 51,172,649                   

47,055,520  

4,117,129 

10 Social Security 

Benefits 

16 55,945,487                   

28,244,086  

27,701,401 

11 Acquisition of 

Assets 

17 267,186,722 370,817,086 (103,630,364) 

12 Other Payments 20 8,268,750 (211,867,318) 220,136,068 

 Total Payments   4,031,297,539 3,113,326,584 917,970,955 

 Grand Total  8,465,053,863 3,113,326,584 5,351,727,279 

 

Consequently, the financial statements for the year ended 30 June 2018 are not in agreement 

with the IFMIS. 

 

Management response: 

During the period under review the Cash Management module, that facilitate in online bank 

reconciliations, in IFMIS had not been fully rolled out hence leading to variances in some 

revenue votes in the IFMIS system. 

The County Indicated that other modules like Asset management module and Inventory modules 

that could assist in asset and stock management were yet to be rolled out. 

The Cash Management module had since been activated and the County Treasury was currently 

able to do auto reconciliations in IFMIS system. This was actualized after the National Treasury 

sent two (2) officers during the Month of February, 2019 to Taita Taveta County to provide 

technical assistance in the reconciliations of Financial Statements in IFMIS and resolving of 

variances. 

 

Committee's observations and recommendations: 

The committee noted that the county entity faced challenges in operationalization of 

IFMIS due to inactive modules, instability of the system or wrong coding and recommends 

that;  

 National Treasury to undertake a thorough capacity building on operationalization of 

all modules of IFMIS to staff at the County Government entity. 
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 National Treasury to provide a stable system for operation of IFMIS which is the sole 

source of verification of revenue and expenditure of any government entity.  

 The National Treasury develops an IFMIS System that is relevant to county 

government operations that is separate from the one used by the National Government.  

 

1.     Cash and Cash Equivalents  

 

1.1 Stale Cheques 

 

The statement of assets and liabilities as at 30 June 2018 reflects a bank balance of 

Kshs.554,726,120 as detailed in note 21A to the financial statements. However, three (3) 

bank reconciliations had stale cheques totalling to Kshs.331,043 as detailed below: 

 

S/ No Bank Account Name  Bank  

       Balance  

(Kshs.) 

Stale Cheques 

           Amount  

            (Kshs.) 

 Moi Voi Sub-County  

Hospital Account 

     5,108,239              268,688 

1.  Mwatate Sub-County  

Hospital Account 

        788,791              52,532 

2.  Public Service Board Account             3,282               9,823 

 Total      5,900,312            331,043 

 

No explanation was given for non-reversal of the stale cheques in the cash book. Consequently, 

the accuracy and completeness of the three (3) bank balances of Kshs.5,900,313 as at 30 June 

2018 could not be confirmed. 

 

Management response: 

The stale cheques have since been reversed, new ones issued and necessary amendments done 

in the cash book as per the attached bank reconciliation statements for the following Month of 

July, 2018. 

 

Committee's observations and recommendations: 

The Committee observed the issue of stale cheques has since been dealt with. 

 

2.2 Wesu NHIF Account 
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The statement of assets and liabilities as at 30 June 2018 reflects a bank balance of 

Kshs.554,726,120. Included in this balance is an account balance of Kshs.1,912,400 in 

respect of Wesu NHIF Account. However, the supporting bank reconciliation statement 

reflects cash book balance of Kshs.1,921,402 resulting to unreconciled nor explained 

variance of Kshs.9,002. 

 

Consequently, the accuracy and completeness of Wesu NHIF account balance of 

Kshs.1,912,400 as at 30 June 2018 could not be confirmed. 

 

Management response: 

The error of Kshs.9,000.50 resulted from transposition of figures and has since been 

rectified. 

 

Committee's observations and recommendations: 

The Committee observed that the same had been resolved. 

 

2.3 County Deposit Account 

 

The statement of assets and liabilities as at 30 June 2018 reflects a bank balance of 

Kshs.554,726,120. Included in this balance is an account balance of Kshs.4,555,939 for 

County Deposit Account. However, the bank reconciliation statement reflects cash book 

balance of Kshs.2,423,498 resulting to a variance of Kshs.2,132,441 which has not been 

reconciled nor explained. 

 

Consequently, the accuracy and completeness of County Deposit Account balance of 

Kshs.4,555,939 as at 30 June 2018 could not be confirmed. 

 

Management response: 

The account balance as at 30th June, 2018 was Kshs.2,555,939 and not Kshs.4,555,939 as 

earlier stated. 

The necessary journal entries have been passed to correct the anomaly, necessary 

documents provided for verification. 

 

Committee's observations and recommendations: 

 

The Committee noted that matter resolved /reconciled. 

 

2.  Outstanding Imprests 
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The statement of assets and liabilities as at 30 June 2018 reflects accounts receivable - 

outstanding imprest balance of Kshs.18,008,152. However, records availed for audit 

review indicated that imprests totaling to Kshs.3,518,893 were outstanding for more than 

six (6) months, contrary to Section 93(5) of the Public Finance Management (County 

Governments) Regulations, 2015 which states that ‘a holder of a temporary imprest shall 

account or surrender the imprest within seven (7) days after returning to the duty station’. 

Further, financial statements balance of Kshs.18,008,152 is at variance with the support 

schedule balance of Kshs.18,715,938 by Kshs.707,786 which has not been explained nor 

reconciled. 

 

In addition, the outstanding imprests balance of Kshs.18,008,152 includes Kshs.3,85,360, 

being multiple imprests issued to staff of the County Executive, contrary to Section  93(4) 

of the Public Finance Management (County Governments) Regulations, 2015 which 

require accounting officers to ensure applicants have no outstanding imprests. 

 

In the circumstances, the accuracy, propriety and validity of outstanding imprests balance 

of Kshs.18,008,152 as at 30 June 2018 could not be ascertained. 

 

Management response: 

Most of the imprests outstanding for more than 6 months were standing imprests that were 

meant to be surrendered at the end of the financial year, despite some having been 

surrendered on time there were system challenges that delayed their clearance in the IFMIS 

system on time. We wish to report that all the imprests that were outstanding have been 

surrendered. 

Additionally, the County Treasury in conjunction with the payroll office have been 

recovering outstanding imprests from any defaulting County officer (s). Also systems and 

mechanisms have been put in place to ensure that staff do not take an additional imprest 

before surrender of previously issued advances. To this effect additional staff have been 

deployed to Sub-County Treasuries to ensure that proper segregation of duties have been 

implemented and adequate verification is done before any imprest is captured in the 

system. 

Additionally, the County Treasury have started charging interest on any overdue imprests 

to deter staff from failing to surrender imprests on time. 

 

Committee's observations and recommendations: 

The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, 



 
 

409 
 

there should not have been any outstanding imprest at the publication of the audit 

report. The Committee recommends that:  

 the Accounting Officer recovers the imprest with interest as per provisions of 

the PFM (County Governments) Regulation, reg. 93 (6); and  

 where the accounting officer does not recover the imprest, prosecution should 

be instituted for breach of PFM (County Governments) Regulations, Reg. 

93(7).   

 

3.  Unsupported Expenditure 

 

The statement of receipts and payments for the year ended 30 June 2018 reflects total 

payments of Kshs.4,031,297,539, out of which an amount of Kshs.33,853,808 was not 

supported as detailed below:  
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No.  Department Details Amount 

(Kshs.) 

Observations 

1.   Department of 

water and 

irrigation 

Travel and 

subsistence 

2,695,500 The payment was not 

supported with work 

programmes and work 

tickets. 

2.   Department of 

Trade and 

Community 

affairs 

Travel and 

subsistence 

1,720,101 The expenditure was 

not supported with 

signed schedules and 

work tickets. 

3.   Department of 

Trade and 

Community 

affairs 

Un- accounted for 

fuel 

3,646,100 The consumption of 

fuel was not supported 

with fuel register. 

4.   Various 

departments 

Routine 

maintenance of 

motor vehicles and 

other transport 

equipment 

7,018,607 The expenditure was 

not recorded in motor 

vehicle log books and 

work tickets nor 

supported with 

Engineer’s pre and post 

mechanical inspection 

reports neither report of 

inspection and 

acceptance committee. 

5.   Department of 

water and 

irrigation 

Accommodation, 

Domestic Travel 

and 

Daily Subsistence 

Allowance 

1,176,000 The allowances and 

travel expenses were 

paid to 14 County 

officials on inspection 

of unspecified water 

projects. Further, no 

work tickets and bus 

tickets showing how 

they travelled  were 

availed for audit review 

nor report on the 

activities availed for 

audit verification. 
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In view of the above anomalies, the propriety of expenditure totaling to Kshs. 33,853,808 

for the year ended 30 June 2018 could not be confirmed. 

 

Management response: 

All the supporting documents were provided. 

 

Committee's observations and recommendations: 

The Committee noted that the County Government did not provide any documentary 

evidence to support the expenditure purportedly incurred. This non-compliance to 

the PFM Act, may have resulted in loss of public funds and the Committee 

recommends that the DCI and EACC should investigate the responsible officer with 

a view to recover the funds not accounted for of Kshs. 33,853,808. The Accounting 

Officer should recover the full amount with interest as per provisions of the PFM 

(County Governments) Regulation, reg. 93 (6); and where the accounting officer does 

not recover the above amount, prosecution should be instituted for breach of PFM 

(County Governments) Regulations, Reg. 93(7).   

 

Other Matter  

 

1. Budgetary Control and Performance 

 

6.   Department of 

water and 

irrigation 

Supply of 12 

Laptops,  DVDs, 

Modems, Flash 

disks and Extension 

Cables 

1,165,200 Stores records did not 

indicate who received 

the 12 laptops nor to 

whom they were issued. 

Further, ten laptops 

were not availed for 

audit verification. 

7.   Various 

Departments 

Domestic travel and 

Subsistence 

16,432,300 The expenditure was 

not supported with 

annual activity plans, 

work tickets, bus 

tickets, meetings 

attendance registers nor 

invitation letters. 

  Total  33,853,808  



 
 

412 
 

1.1  Revenue Budget 

 

The statement of receipts and payments for the year ended 30 June 2018 reflects County 

Own generated receipts totaling to Kshs.203,635,113 against a budget of 

Kshs.398,465,509, resulting to a shortfall of Kshs.194,830,396 or 49%. The County 

Executive has missed its revenue targets for the last (3) three years, as shown below: 

 

Item  2017/2018 

(Kshs.) 

2016/2017 

(Kshs.) 

 2015/2016 

(Kshs.) 

Budgeted own generated receipts 398,465,509 355,389,656 352,351,618 

Actual own generated receipts 203,635,113 165,992,249 197,351,618 

Under collection 194,830,396 189,397,407 155,000,000 

% under collection 49 53 44 

 

The under collection indicates possible weakness in revenue management in such aspects 

as recording of revenue and enforcement of internal control systems. This situation is likely 

to negatively impact on service delivery and implementation of planned programs for the 

residents of Taita Taveta County. 

 

Management response: 

During the period under review there were numerous challenges that led to shortfall in 

revenue collection that include but not limited to, late passage of Finance Act by the County 

Assembly hence forcing the County to rely on the old 2014 Finance act, whose rates were 

lower. However, we wish to report that the new bill has since been passed and is currently 

in use. Also there was a long electioneering period that drastically led to reduction in 

business activities that ultimately contributed to reduction in revenue collection. 

Despite the above challenges, the County Government has developed strategies to enhance 

revenue collection and this includes use of paybill numbers, introduction of new revenue 

streams and the recently procured weighbridges aimed at maximizing cess collection.  

Additionally, the County has put in place stringent measures and other controls to ensure 

that all revenues are collected from all the rates and fees payers and this has yielded positive 

results as total revenue collected as at 30th April,2019 stands at Kshs.251 Million against 

a target of Kshs.300 Million. It is worthy to note that the amount of local revenue so far 

collected, as at 30th April, 2019 surpasses the Total local revenue of Kshs.203 Million 

collected in the last financial year 2017/2018 by Kshs.48 Million and we expect the margin 

to increase once the financial year ends at 30th June, 2019. 

We anticipate to collect the remaining Kshs.49 Million by 30th June, 2019. 



 
 

413 
 

 

Committee's observations and recommendations: 

The Committee observed that there was under collection of revenue projections 

made. The Committee recommends the County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act. 

 

1.2   Expenditure Budget 

 

During the year under review, the County Executive of Taita Taveta had a total budget of 

Kshs.5,524,403,398, comprising recurrent vote of Kshs.3,892,924,350 and development 

vote of Kshs.1,631,479,048. Actual expenditure was Kshs.4,031,297,539, resulting to net 

under absorption of Kshs.1,493,105,859 or 27 % of the budget as summarized below: 

 

 

 

The overall under absorption of the approved budget of Kshs.1,493,105,859 or 27% 

indicates that some development activities planned for the year were not under taken. 

This may have had a negative effect on delivery of goods and services to the residents 

of Taita Taveta County. 

 

Management response: 

There was no response on the querry. 

 

1.3  Recurrent Budget 

 

During the year under review, the County Executive of Taita Taveta was allocated 

Kshs.3,892,924,350 for recurrent expenditure against actual expenditure of 

Vote 

Approved 

Budget for 

2017/2018 

(Kshs.) 

Actual 

Expenditure 

for 2017/2018 

(Kshs.) 

Under 

Absorption 

(Kshs.) 

% 

Recurrent Vote 3,892,924,350  3,674,452,741 218,471,609   5.6 

Development Vote 1,631,479,048   356,844,798  1,274,634,250     78 

Total 5,524,403,398  4,031,297,539 1,493,105,859 27 
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Kshs.3,674,452,741, resulting to net under expenditure of Kshs.218,471,609 or 5.6% as 

detailed below: 

 

Item 

Approved 

Budget for 

2017/2018 

(Kshs.) 

Actual 

Expenditure 

for 

2017/2018 

(Kshs.) 

Under 

Absorption 

(Kshs.) 

Over 

Absorptio

n 

(Kshs.) 

% 

Compensation 

of Employees  

2,409,897,1

42 

2,080,083,93

9 

329,813,203 - 14 

Use of goods 

and services  

981,958,540 769,609,358 212,349,182 - 22 

Subsidies  375,000 - 375,000 - 100 

Transfers to 

Other 

Government 

Units  

214,825,479 614,489,019 - 399,663,540 186 

Other grants 

and transfers  

51,054,138 46,022,649 5,031,489 - 10 

Social Security 

Benefits  

56,539,635 55,945,487 594,148 - 1 

Acquisition of 

Assets  

105,250,321 100,033,540 5,216,781 - 5 

Other Payments  73,024,095 8,268,750 64,755,345 - 89 

Total 

3,892,924,3

50 

3,674,452,74

1 

618,135,148 399,663,540 5.6 

 

The under absorption of Kshs.618,135,148 may have impacted negatively on delivery of 

goods and services to the residents of Taita Taveta County. Further, approval of the 

County Assembly of the over expenditure of Kshs.399,663,540 was not availed for audit 

verification. 

 

Management response: 

During the period under review the under absorption in the development budget arose due 

to the long electioneering period that prompted delay of disbursement of development 

monies from exchequer. 
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Additionally, the County Government had formed a Task Force Committee and pending 

bill committee to verify all the on-going and completed projects and pending bills 

respectively and this resulted to delayed execution of various development projects and 

suspension of payments for development expenditures hence resulting to the above under-

expenditure as at 30th June, 2018. However, we wish to report that all projects are 

currently on course as evidenced by the attached projects status reports. Additionally, we 

wish to report that the County Government of Taita Taveta did not overspend on its budget 

as all payments and commitments are done through the IFMIS system that does not allow 

any expenditure above the voted amounts. Out of the whole recurrent budget of 

Kshs.3,892,924,350 Kshs. 218,471,609 was not spend. 

The transfers of Kshs. 614,489,019 included Kshs.534,861,129 which were transfers for 

the County Assembly of Taita Taveta, hence actual transfers in respect of County 

Executive is Kshs.79,627,890. 

 

Committee's observations and recommendations: 

The committee observed that there was under expenditure of budget and 

recommends that; 

 The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

 The controller of budget should enforce adherence of approved budgets  

 

1.4 Development Budget 

 

During the year under review, the County Executive of Taita Taveta was allocated 

Kshs.1,631,479.048 for development expenditure against actual expenditure of 

Kshs.356,844,798, resulting to under expenditure of Kshs.1,274,634,250 or 78% as 

detailed below: 

 

Item Approved 

Budget for 

2017/2018 

(Kshs.) 

Actual 

Expenditure 

for 

2017/2018 

(Kshs.) 

Under 

Absorption 

(Kshs.) 

% Under 

Absorption 

 

Use of goods and 

services 

62,062,427 59,818,477 2,243,950 4 

Transfers to Other 

Government Units 

416,201,247 124,723,139 262,822,893 68 
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Other grants and 

transfers 

53,327,988 5,150,000 48,177,988 90 

Acquisition of 

Assets 

1,233,465,963 167,153,182 1,066,312,781 86 

Repayment of 

principal on 

Domestic and 

Foreign borrowing 

13,000,000 - 13,000,000 100 

Other Payments (146,578,577) - (146,578,577) 100 

Total 1,631,479,048 356,844,798 1,274,634,250 78 

 

Analysis of the table above indicates that the County Executive under absorbed 

development budget by Kshs.1,274,634,250 or 78%. This means that some development 

projects planned for the year were not implemented as budgeted, thus negatively impacting 

delivery of goods and services to the residents of Taita Taveta County. There is need for 

the Executive to prioritize in the budget planning to target those priority projects that are 

to be implemented during the year for service delivery. 

 

Management response: 

There was no response on the query. 

 

Committee's observations and recommendations: 

Committee observed there was no response. 

The committee also observed that there was under expenditure of budget and recommends 

that; 

 The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

 The controller of budget should enforce adherence of approved budgets  

 

 

2. Pending Bills 

Other important disclosures no.1 on page 33 to the financial statement for the year ended 

30 June 2018 reflect a balance of pending accounts payable and pending staff payable 

balance of Kshs.491,215,669 and 51,354,745 respectively, all totaling to 

Kshs.542,570,414. However, Kshs.251,436,927 in respect to pending accounts payable 

for department of youth and sports were omitted from the total pending accounts payable 

balance of Kshs.542,570,414. 
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Further, the pending bills are as a result of non-adherence to Section 5.2.1 of the 

Government Financial Regulations and Procedures which provides that ‘no expenditure for 

which there is no budgetary allocation may be incurred’. It is therefore apparent that the 

management did not confirm availability of funds before signing supply contracts with the 

third parties. 

 

Consequently, the validity, accuracy and authenticity of the pending bills amounting to 

Kshs.542,570,414 for the year ended 30 June 2018 could not be ascertained. 

 

Management response: 

The pending bill arose due to shortfall in revenue collection hence the County Government 

could not facilitate some of its bills when they fall due. Additionally, The National 

Treasury had commissioned a special audit to verify the list of pending bills as at 30th June, 

2018 and the report on the same is yet to be submitted to the County Government for action. 

Delay in disbursement of exchequer from the national treasury is yet another factor that led 

to the accumulation of pending bills during the period under review. 

Youth and Sports pending bills was Kshs. 56,407,024 and not Ksh. 251,436,927 as earlier 

reported, The Executive regretted the error. 

 

Committee's observations and recommendations: 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from supplies, may 

distorts the planning and procurement and may expose the County Government to 

litigations that will cost huge amounts of money in legal fees and fines that may be 

imposed by courts of law. 

The Committee recommends that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 

 The County Government should prepare a debt management strategy every 

financial year. 

 The Auditor General undertakes a special audit to verify the authenticity of 

pending bills. 

 

3.  Projects Status and Implementation 

 

Review of projects implementation status report as at 30 June 2018 availed for audit 

revealed that projects valued at Kshs.614,659,085 were contracted. However, only projects 
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worth Kshs.128,362,916 or 21% were implemented, resulting to projects valued at 

Kshs.486,296,168 or 79% not implemented as detailed below:  

 

Department Contracted 

Amount  (Kshs.) 

Amount Paid  

(Kshs.) 

Works 

Outstanding   

(Kshs.) 

Education & Libraries 45,113,808  45,113,808 

Livestock & Fisheries 4,276,743 1,660,760 2,615,983 

Public Works 281,432,400 74,004,316 207,428,083 

Trade 34,469,970 5,781,374 28,688,596 

Water & Irrigation 249,366,163 46,916,466 202,449,696 

Total 614,659,084 128,362,916 486,296,166 

 

Failure to deliver projects on time means that service delivery to the county residents has 

been affected negatively. The implementation cost of the projects may escalate due to 

inflation. This is contrary to Section 149 (1) of the Public Finance and Management Act, 

2012 which states that ‘an accounting officer is accountable to the County Assembly for 

ensuring that the resources of the entity for which the officer is designated are used in a 

way that is; lawful and authorized and that all contracts entered into by the entity are lawful 

and are complied with’. 

 

Consequently, the management was in breach of the Law and the development objectives 

of the planned projects may not be achieved. 

 

Management response: 

The non-implemented projects during the period under review were due to; the prolonged 

electioneering period whereby monies for development delayed in disbursement hence the 

County could not implement most of projects in time, however most projects are now 

complete.  

Additionally, the delay in execution of projects was occasioned by verification exercise 

which was being undertaken by Taskforce and pending bills committee who were tasked 

with the responsibility of evaluating the projects and confirming the quality, status of 

completion and justification on any delayed or stalled projects when the new County 

Government came in place. The committee was also to evaluate the project costs and value 

for money in accordance with project delivery objectives. 

 

Committee's observations and recommendations:  
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The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

4.  Projects Verification 

 

Note 17 to the financial statements for the year ended 30 June 2018 reflects a balance of 

Kshs.159,653,169 in respect to construction and civil works. During projects verification 

in the month of November 2018, five projects valued at Kshs.19,325,644 were verified and 

anomalies noted as detailed below: 

 

No. Department Project details Amount Observations 

1 Water Jora Rock water 

project – Project 

to harvest water 

1,315,644 Kshs.1,315,644 was spent on 

the project and it does not 

harvest sufficient water for the 

residents and therefore value 

for money could not be 

confirmed. 

2 Water Rekeke water 

Project 

3,010,000 The project started in 

November 2016 and the 

contract price was 17,887,854. 

Total payments to date is 

Kshs.9,589,249, out of which 

Kshs.3,010,000 was paid 

during the year under review. 

During the project audit 

inspection, the contractor was 
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not on site and it is not clear 

when the project was to end as 

the expected completion date 

or duration of the contract was 

not indicated in the contract 

agreement. 

3. Water The Red Cross 

water project 

14,000,000 This was a partnership project 

between the Kenya Red Cross 

and the County Government. 

The County Government has 

fully paid their share totaling 

to Kshs.25 million, out of 

which Kshs.14 million was 

paid in March 2018. However, 

the Bill of Quantities and 

progress reports were not 

availed for audit review. The 

project was ongoing at the 

time of audit inspection. 

4. Education Construction of 2 

Classrooms and a 

kitchen at 

Mwanyambo 

Primary 

500,000 The amount was for building 

an external kitchen which was 

not done. 

 

5. Education Construction of 

ECD Classroom, 

Kitchen & Water 

Harvesting at 

Gimba Primary 

500,000 The amount was for building 

an external kitchen which was 

not done. 

 Total  19,325,644  

 

In the circumstances, the citizens of the County may not have received value for money  

on projects worth Kshs.19,325,644 for the year ended 30 June 2018. 

 

Management response: 

No. Department Project 

details 

Amount Observations Response 
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1 Water Jora Rock 

water project 

– Project to 

harvest water 

1,315,644 Kshs. 1,315,644 was 

spent on the project 

and it does not harvest 

sufficient water for the 

residents and therefore 

value for money could 

not be confirmed. 

Since this is a rock 

catchment, the quantity of 

water harvested is 

dependent on the amount of 

rain received in that area. 

The project uses a concept 

of an earth dam whereby 

water is harvested during 

rainy season in order to be 

used over a given period of 

time during the season of 

dry spell. 

It is a simple and strategic 

intervention to ensure that 

water for domestic use and 

irrigation is available to the 

residents through-out the 

year. 

The catchment is currently 

full with water. 

2 Water Rekeke water 

Project 

3,010,000 The project started in 

November 2016 and 

the contract price was 

17,887,854. Total 

payments to date is 

Kshs.9,589,249, out of 

which Kshs.3,010,000 

was paid during the 

year under review. 

During the project 

audit inspection, the 

contractor was not on 

site and it is not clear 

when the project was to 

end as the expected 

completion date or 

duration of the contract 

The contractor has since 

returned to site to complete 

the pending works and the 

project would be 

commissioned by 30th June, 

2019 once the installation 

of booster pump and 

connection of electricity 

was completed. 

Additionally, a copy of 

addendum containing the 

expected completion date 

and photos on the current 

project status are hereby 

attached for audit 

verification.  
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was not indicated in the 

contract agreement. 

3. Water The Red 

Cross water 

project 

14,000,000 This was a partnership 

project between the 

Kenya Red Cross and 

the County 

Government. The 

County Government 

has fully paid their 

share totaling to 

Kshs.25 million, out of 

which Kshs.14 million 

was paid in March 

2018. However, the 

Bill of Quantities and 

progress reports were 

not availed for audit 

review. The project 

was ongoing at the 

time of audit 

inspection. 

The Management reported  

that the project is now 

complete and was in use by 

the County Residents. 

Additionally, the bill of 

quantities and progress 

reports had been provided. 

4. Education Construction 

of 2 

Classrooms 

and a kitchen 

at 

Mwanyambo 

Primary 

500,000 The amount was for 

building an external 

kitchen which was not 

done. 

 

The delay was occasioned 

by an engagement which 

was ongoing between the 

Mwanyambo Primary 

School Committee and the 

Mwanyambo ECDE 

committee. 

The Committtee had 

requested for extension of 

the existing kitchen within 

the compound instead of 

building a new one. 

Bill of Quantities for the 

changed scope has been 

developed and the 

contractor will soon 
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complete the works as he is 

still on site. 

5. Education Construction 

of ECD 

Classroom, 

Kitchen & 

Water 

Harvesting at 

Gimba 

Primary 

500,000 The amount was for 

building an external 

kitchen which was not 

done. 

We wish to report that the 

kitchen was completed and 

is currently in use by the 

ECD. 

 Total  19,325,644   

 

Committee's observations and recommendations: 

The query stood resolved. 

The Committee further noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated damages for non-

completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for the 

money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds lost; 

and  

 Proper project conceptualization, project planning and adequate budgetary provisions 

for projects should be undertaken to ensure timely completion.  

 

5. Compensation of Employees 

 

Note 11 to the financial statements for the year ended 30 June 2018 reflects 

Kshs.2,080,083,939 in respect of compensation of employees. Included in this amount is 

Kshs.115,494,866 in respect of basic wages paid to temporary employees. However, needs 

assessment report, advertisement of the positions, lists of those shortlisted and letters of 

appointment were not availed for audit review.  
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In the circumstances, the propriety of Kshs.115,494,866 on basic wages paid to temporary 

employees for the year ended 30 June 2018 could not be ascertained. 

 

Management response: 

We wish to report that the County Government of Taita Taveta had developed frameworks 

and guidelines on how contract and other temporary staffs are engaged. 

The respective department’s staff needs are usually sent to the County Public Service Board 

through an indent specifying the vacancy, job description, academic qualification among 

other requirements to facilitate in advertisement, shortlisting, interviewing and subsequent 

appointment of the recruited staff. 

During the year under review, the County Government of Taita Taveta recruited a total of 

two hundred and forty-nine staff (249) in various departments. Also attached are 

correspondences of various departments’ indents indicating the vacancies, shortlisted staff, 

copies of appointment letters and County Public Service Board guidelines on recruitment 

of casuals and signed formal contracts for casuals.  

 

Committee's observations and recommendations: 

 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 

RESOURCES 

 

 

1. Procurement of Air Tickets and Hotel Services 

 

Note 12 to the financial statements for the year ended 30 June 2018 reflects use of goods 

and services figure of Kshs.829,427,834. Included in this amount is Kshs.7,465,169 of 

which anomalies were noted as detailed below: 

 

No. Item Details  Amount  

(Kshs.) 

Comment/ 

Observations 
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1.  Foreign travel and 

subsistence  

Purchase of air ticket 1,906,436 Quotations to show 

how the services 

were procured and 

how award was 

done were not 

availed for audit 

review 

2. Hospitality supplies 

and services  

Hire of tents and 

conference facilities 

2,588,440 Quotations to show 

how the services 

were procured and 

how award was 

done were not 

availed for audit 

review 

3. Hospitality supplies 

and services 

Payment for provision 

of hotel service. 

2,970,293 Quotations to show 

how the services 

were procured and 

how award was 

done were not 

availed for audit 

review 

 Total  7,465,169  

 

This is contrary to Section 105 of the Public Procurement and Asset Disposal Act, 2015 

which states that ‘a procuring entity may use a request for quotations from the register of 

suppliers for a procurement if the estimated value of the goods, works or non-consultancy 

services being procured is less than or equal to the prescribed maximum value for using 

requests for quotations as prescribed in Regulations. 

 

Consequently, the County Executive is in breach of the law and the propriety of 

expenditure of Kshs.7,465,169 for the year ended 30 June 2018 could not be ascertained. 

 

Management response: 

No. Item Details  Amount  

(Kshs.) 

Comment/ 

Observations 

 

Response 
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1.  Use of goods 

and services 

Purchase of air 

ticket 

1,906,436 Quotations to 

show how the 

services were 

procured were 

not availed for 

audit review 

 

We wish to confirm 

that the air tickets were 

sourced from suppliers 

in our prequalified list 

of suppliers. 

Additionally, the 

County Government of 

Taita Taveta have 

framework contracts 

with air ticketing 

agents for the provision 

of air tickets services 

whenever need arises. 

Please see the attached 

copies of signed 

framework contracts 

agreements and bid 

documents. 

2. Use of goods 

and services 

Hire of tents and 

conference 

facilities 

2,588,440 Quotations to 

show how the 

services were 

procured were 

not availed for 

audit review 

 

We wish to confirm 

that tents and 

conference facilities 

were sourced from 

service providers in our 

prequalified list of 

suppliers and the 

County Government 

has signed frame work 

contracts with the 

service providers to 

facilitate in their 

engagement whenever 

need arises. 

Please see the attached 

copies of signed 

framework contracts 

agreements. 
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3. Use of goods 

and services 

Payment for 

provision of hotel 

service. 

2,970,293 Quotations to 

show how the 

services were 

procured were 

not availed for 

audit review 

 

There were existing 

framework contracts. 

 Total  7,465,169   

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit.  

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report to 

the Committee within 60 days from the adoption of this report. 

 

2. Failure to Prepare Revenue Annual Reports 

 

The statement of receipts and payments for the year ended 30 June 2018 reflects County 

own generated receipts of Kshs.203,635,113. However, the Receiver of Revenue for 

County Executive of Taita Taveta did not prepare the revenue reports and submit the 

accounts to the Auditor-General and other offices. This is contrary to Section 165(3) of the 

Public Finance Management Act 2012 which provides that not later than three months after 

the end of the financial year, the Receiver of Revenue for the county government shall— 

(a) submit the accounts to the Auditor-General; and  

(b) deliver a copy to the National Treasury, the Controller of Budget, County Treasury, and 

the Commission on Revenue Allocation. 

In the circumstances, the County Executive is in breach of the Law. 

 

Management response: 

The report was not reported separately but was incorporated in the Annual Report. However, 

the Receiver of Revenue will submit subsequent revenue reports separately to the relevant 

institutions by the due dates. 

 Additionally, we wish to report that own source revenue reports are prepared on Monthly basis 

and the same submitted to the management and County Departments for information and to note 

on performance of various revenue streams. The report is also included in the quarterly reports 
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usually submitted to the National Treasury, Controller of Budget and the County Assembly as 

per PFM Act, 2012. 

 

Committee's observations and recommendations: 

Committee observes that the Management did not submit to the Auditor General as 

required. The Management prepared the document but in the wrong format. The 

Management should adhere to due process of submission of documents in the correct 

format. 

The Accounting officer should take administrative action on the officer(s) who used 

incorrect format for reporting. 

 

3. County Assembly Budget  

The summary statement of appropriation: recurrent and development combined for the year 

ended 30 June 2018 reflects revenue budget of Kshs.5,524,403,398. Included in this 

amount is Kshs.602,943,870 or 11% appropriated for the County Assembly of Taita 

Taveta, out of which Kshs.534,861,129 or 12.06 % of the total receipts of 

Kshs.4,433,756,324 was transferred to the County Assembly. This is contrary to Section 

25(1)(f) of the Public Finance Management (County Governments) Regulations, 2015 

which states that “the approved expenditures of a county assembly shall not exceed seven 

per cent (7%) of the total revenues of the county government or twice the personnel 

emoluments of that county assembly, whichever is lower.” 

Consequently, the County Executive is in breach of the Law. 

 

Management response: 

Audit observation noted. The County Government of Taita Taveta would strive to adhere 

to the set budgetary limits as prescribed by regulations. 

 

Committee's observations and recommendations: 

The Committee observed that the County Executive of Taita Taveta took 

consideration of the County Allocation of Revenue Act (CARA) as opposed to the 

Public Finance Management Regulations. 

The committee further observed that there was over expenditure of budget and 

recommends that; 

i.) The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive; and 

ii.) The controller of budget should enforce adherence of approved budgets 

 

4. Fixed Assets Register 
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The financial statements for the year ended 30 June 2018 reflects acquisition of assets of 

Kshs.267,186,722 as disclosed in note 17 to the financial statements. However, the 

summary of fixed assets at annex 5 reflects a nil balance. Further, the County Executive 

does not have the assets tagged, dates and cost indicated. This is contrary to Section 149(2) 

(O) of the Public Finance Management Act, 2012 which states that “An accounting officer 

shall, in respect of the entity concerned— ensure that the respective county government 

entity has adequate systems and processes in place to plan for, procure, account for, 

maintain, store and dispose of assets, including an asset register that is current, accurate 

and available to the relevant County Treasury. 

 

In the circumstances, the County Executive is in breach of the law and it may not be 

possible to ascertain the physical existence of County Executive’s fixed assets. 

 

Management response: 

Fixed assets additions as at 30th June,2018 have been updated in the Asset register and 

asset tagging is ongoing whenever a new asset is acquired. Additionally, County Treasury 

has appointed a specific staff to be maintaining the asset register and entering records of 

all assets purchased by all the County Departments. 

 

Committee's observations and recommendations: 

The Committee noted that the process of identification and validation of assets was 

not accurate, and recommends that the County Government prepares a register of 

assets and liabilities and designate an officer who shall be responsible for the custody 

and updating of the register. 

 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK 

MANAGEMENT AND GOVERNANCE 

 

1. Lack of Updated Valuation Roll  

 

The statement of receipts and payments for the year ended 30 June 2018 reflects County 

own generated receipts of Kshs.203,635,113. Included in this amount is Kshs.26,886,238 

in respect of plot rents as detailed in note 9 to the financial statements. However, it was 

noted that County Executive of Taita Taveta uses old valuation roll inherited from the 

defunct Local Authorities. Further, the County Executive has not updated the valuation roll 

nor automated it to integrate it with the County information system.  
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Failure to update and automate the valuation roll may have resulted in poor revenue 

collection realized during the year ended 30 June 2018. 

 

Management response: 

The County Government through the department of Lands and Natural Resources is 

currently in the process of updating the valuation roll with the assistance of experts from 

the National Government Ministry of Lands and Physical Planning. A draft report on the 

same is at final stages and it will be subjected to public participation as from July, 2019. 

 

Committee's observations and recommendations: 

The Committee observed that there was under collection of revenue. The Committee 

recommends the County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act. 

 

2. Revenue Collection and Management System - County Pro 

  

The County Executive entered into a consultancy contract to implement County pro (a 

revenue collection system) in December 2014 at a contract sum of Kshs.27,999,320 and 

additional quarterly charge of 4% of revenue processed through the system for the contract 

period of three years. The County Treasury had accumulated contractual obligations fees 

amounting to Kshs.15,325,573 as at 30 June 2018. The charge for the year under review 

was Kshs.814,540. However, these revenue charges were not recorded, nor disclosed in 

these financial statements for the year ended 30 June 2018. Further, the system was 

withdrawn in unclear circumstances and County Executive resulted to manual revenue 

collection system, leading to low revenue collection and possible legal suits which have 

not been disclosed in these financial statements.  

 

Management response: 

The county has not withdrawn the County revenue collection system. The system is still in 

use save for the POS (Point of Sale Gadgets) which were used to collect field revenues, but 

set aside after they malfunctioned. The other modules which have the General bill module, 

Housing and Property rates are still in use to date. 

The County has saved a lot of revenue leakages which were caused by the weakness in the 

POS and poor management of the gadgets as per the attached reports from Strathmore 

Research Company. 
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Additionally, the County requested the Information Communication Authority to 

undertake an independent audit on the system to identify loopholes that could be available 

and to recommend on its effective deployment. The Authority has since appointed two (2) 

officers to undertake the exercise and we expect to be concluded by 30th June, 2019. 

 

Committee's observations and recommendations: 

The Committee noted that there are various technology systems such as IPPD, GPAY, 

LAIFOMS and automated revenue collection in use by various County Government 

entities but they lack interface into the IFMIS. The Committee further noted that the 

County Government entity had faced challenges in the operation of various IFMIS 

modules. 

The Committee observed that the County Executive was operating without an 

approved ICT policy and thus recommends that the County works with the Ministry 

of Information Communication and Technology to assist in developing an approved 

ICT Policy. 

 

The Committee recommends that the Ministry of Information Communication and 

Technology should develop a generic automated revenue collection platform that 

interfaces with IFMIS so that County Governments can implement a uniform 

automated revenue collection system. 

The Committee also recommends to the information communication Authority to 

conduct an audit on the system and give a report to the committee and Auditor 

General. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4.2. FINANCIAL YEAR 2016/2017 

 

The Governor of Taita Taveta County, Hon. Granton Samboja appeared before the 

Committee on 14th July, 2020 and 16th May,2019  to respond (under oath) to audit queries 

raised in the Report of the Auditor General on Financial Statements for Taita Taveta 

County Government for the Financial Year 2017/2018. 

 

1.0 Errors in the Financial Statements 

 

The following misstatements were noted in relation to the financial statements for the year ended 

30 June 2017 

 

1.1 County Executive report on the financial statements for the year ended 30 June 2017 

reflected a Nil balance for pending accounts payable, while statement of assets and 

liabilities reflected a balance of Kshs. 30,556,873 for the current year and Kshs. 

23,148,872 for the previous year. 

 

Management response: 

The County Executive reported that the above anomaly was an oversight error during the 

compilation of the final report and the same had since been corrected. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

1.2 Financial statements for the year ended 30 June 2017 reflects a Nil balance for pending 

staff payable, while note 18.2 to the financial statements reflects a balance of Kshs. 

82,488,678 for the current year and Kshs. 10,307,387 for the previous year. 

 

Management response: 

The County Executive reported that the anomaly was an oversight error during the compilation 

of the final report and the same had been rectified. To mitigate the above errors of omission, the 

County Treasury would be subjecting the prepared financial statements to quality review by the 

internal audit department before submission. 
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Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

1.3 Financial statements for the year ended 30 June 2017 reflects a Nil balance for the 

summary of fixed asset register, while statements of receipts and payments reflects 

acquisition of assets of Kshs. 529,265,122 for the current year and Kshs. 633,451,705 for 

the previous year. 

 

Management response: 

The Governor reported that that was an oversight error during the compilation of the final report. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

The registry, procurement and accounting departments be staffed with qualified personnel 

who are members of the respective professional bodies. 

 

The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should ensure 

adherence to paragraph 90 of the Public Finance Management (County Governments) 

Regulations. 

 

1.4 Table of contents indicated that commentary by CEC Finance and Economic and 

Planning is at page viii while it was at page ix. 

 

Management response: 

Audit observation was noted by the County Executive. The error had since been corrected. 

 

Committee's observations and recommendations: 
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The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

 

1.5 The statement of receipts and payments for the year ended 30 June 2017 reflects transfer 

from other Government Entities as Kshs. 202,095,189 while note 3 to the financial 

statement for the year then ended reflected Kshs. 202,060,864 resulting to a variance of 

Kshs. 34,324. Further, note 3 is under casted by Kshs. 27,000. 

 

Management response: 

The Governor indicated that there was an oversight error which had since been corrected, in 

their financial statement. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

1.6 Note 5 to the financial statements for the year ended 30 June 2017 is under casted by 

Kshs.362,541. 

 

Management response: 

The County Executive indicated that there was a typing error in reporting the stream of rents in 

own generated revenue, whereby the correct figure ought to have been Ksh. 5,234,963 and not 

Ksh. 5,597,504 as reported earlier. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 
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 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

1.7 Note 7 to the financial statements for the year then ended reflects the total  expenditure  

under  use  of  goods  and  services  as  Kshs.849,782,029  while  the correct amount after 

casting is  Kshs.849,863,907 resulting to a variance of Kshs.81,878. 

 

Management response: 

After close review of notes to financial statements, the Governor observed that  there was no 

casting error as earlier reported. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

1.8 Significant accounting policies no. 3 stipulates that the financial statements for the year 

ended 30 June 2017 are based on consolidation of the financial statements of individual 

entities. However, the financial statements are not consolidated. 

 

Management response: 

The Governor observed an oversight error in the use of the new reporting template. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 
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1.9 The statement of assets and liabilities and Note 14A indicate bank balances as 

Kshs.189,581,246 while the casting note 14A reflects Kshs.189,582,259 resulting to a 

variance of Kshs.1,013. Consequently, the financial statements presented for the year 

ended 30 June 2017 were not fairly stated. 

 

Management response: 

After close review of notes to financial statements, the Governor observed that  there was no 

casting error as earlier reported. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) 

should ensure adherence to paragraph 90 of the Public Finance Management 

(County Governments) Regulations. 

 

2.0 Proceeds from Domestic and Foreign Grants 

The statement of receipts and payments for the year ended 30 June 2017 reflects proceeds from 

domestic and foreign grants balance of Kshs.7,405,000. However, no detailed summary and no 

support schedules were presented for audit review. 

 

Consequently, the accuracy and validity of Kshs. 7,405,000 from proceeds from domestic and 

foreign grants for the year ended 30 June 2017 could not be ascertained. 

 

Management response: 

The schedule was erroneously omitted in the main schedules earlier presented for review. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to submit 

documents to the Auditor General so as to carry out an audit. The Committee therefore 

recommends that the accounting officer undertakes administrative actions forthwith 

against the responsible officers in accordance with section 156(1) of the Public Finance 

Management Act and provides a status report to the Committee within 60 days from the 

adoption of this report.  
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3.0 Transfers to Other Government Entities 

The statement of receipts and payments for the year ended 30 June 2017 reflects transfers to 

other government entities balance of Kshs.727,636,690, out of this amount, Kshs.22,811,165 

relates to other current transfers as detailed in Note 8 to the financial statements. However, the 

supporting schedules availed for audit review indicated a balance of Kshs. 34,915,000 resulting 

to unexplained and unreconciled variance of Kshs. 12,103,835.  

 

Consequently, the accuracy and validity of Kshs. 22,811,165 relating to other current transfers 

could not be ascertained. 

 

Management response: 

The schedule was erroneously omitted in the main schedules earlier presented for review; 

however, the correct schedules had been submitted by the County Government. 

 

Committee's observations and recommendations: 

The Committee noted that there was a loss of Kshs. 22,811,165 as reported, and the County 

CEO, the Accounting Officer and other officers responsible for any mismanagement of 

internal revenue should also be surcharged to the extent of the revenue that may not have 

been properly accounted for. The Committee noted that the non-compliance of the law 

may have resulted in loss of money and recommends that the DCI and EACC should 

investigate the variance of Kshs. 22,811,165  with the view to prosecute those responsible. 

 

4.0 Cash and Cash Equivalent 

 

4.1 Unsupported Bank Accounts 

 

The statement of assets and liabilities as at 30 June 2017 reflects a bank balance of 

Kshs.189,581,246. However, the bank confirmation certificates and cash books for the 

following two (2) bank accounts with a total balance of Kshs.20,787,410 were not presented for 

audit review, contrary to Section 90(1) of the Public Finance Management (County 

Governments) Regulations, 2015 which requires Accounting Officers to ensure that bank 

reconciliations are prepared for each bank account held. 

 

S/No Name of Bank, Account No. Type of Bank 

Account 

 Balance (Kshs.)  

1. Kenya Commercial Bank Ac 

No.1166131580 (Datu Fund) 

Imprest                 3,094,970  
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2. Co-Operative Bank Ac No. 

01141222222000 (Datu Fund) 

Fund Operations               17,692,440  

 Total   20,787,410 

 

Consequently, the accuracy and completeness of the bank balances of Kshs. 189,581,246 could 

not be confirmed. 

 

Management response: 

The County Executive indicated that bank confirmation certificates and cash books for the two 

accounts had since been availed for audit verification. 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

4.2 Taita Taveta County CBK Recurrent Account  

 

The statement of assets and liabilities as at 30 June 2017 reflects a bank balance of 

Kshs.189,581,246. Included in this balance is an account balance of Kshs.1,587,254 in respect 

of Taita Taveta County Recurrent Account. However, the bank reconciliation statement reflects 

receipts in cash book not yet recorded in the bank statement amounting to Kshs. 3,000,000. 

However, at the time of audit the amount was not banked and no explanation was given. 

 

Consequently, the validity and accuracy of the bank balance of Kshs. 1,587,254 in respect of 

Taita Taveta County Recurrent Account could not be confirmed. 

 

Management response: 

The Governor reported that Ksh. 3,000,000 was a reversal of voucher 4025 which was 

erroneously posted in the cashbook as payment yet it had not been paid as at 30th June, 2017, 

so it had to be reversed thus captured in the receipt column of the cash book. The County 

Executive has since submitted the cash book extract showing the payment and the reversal. 

 

Committee's observations and recommendations: 
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The committee observed that funds were collected and spent at source and recommends 

that the accounting officer and any other officers responsible for committing the 

irregularities be prosecuted in line with Sec. 199 of PFM Act for breach of Sec. 109(2).  

 

4.3 Wesu Sub-county Hospital Maternity Account  

 

Included in the bank balance of Kshs. 189,581,246 is an account balance of Kshs. 929,589 in 

respect of Taita Taveta County – Wesu Hospital Maternity Account. However, a bank 

reconciliation statement as at 30 June 2017 reflects payments in cash book not in bank statement 

(un-presented cheques) amounting to Kshs.169,950, but the bank statements to verify the dates 

when these un-presented cheques were subsequently cleared was not availed for audit review. 

Consequently, the validity and accuracy of the bank balance of Kshs. 929,589 in respect of Taita 

Taveta County Wesu Hospital Maternity as at 30 June 2017 could not be confirmed. 

 

Management response: 

The cheques amounting to Kshs. 169,950 that appeared as unpresented were cancelled cheques 

which had been erroneously posted in the cash book and had not been reversed in the cashbook 

as at 30th June, 2017. The same was rectified in the financial year 2017/2018 as per the county’s 

extract of cash book and bank reconciliation statement. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

4.4 Taita Taveta County Health Services CHMT Danida 

  

The bank balance of Kshs. 189,581,246 includes an account balance of Kshs. 10,689,078 in 

respect of Taita Taveta County – CHMT Danida Account. However, bank reconciliation 

statement as at 30 June 2017 reflects payments in cash book not reflected in bank statement (un-

presented cheques) amounting to Kshs. 402,936.40 out of which cheques totaling Kshs. 254,788 

were stale. However, no explanation has been given for the non-reversal of the stale cheques in 

the cash book. 
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Consequently, the completeness and accuracy of the bank balance of Kshs. 10,689,078 in respect 

of Taita Taveta County – CHMT Danida Account as at 30 June 2017 could not be confirmed. 

 

 

Management response: 

The stale cheques have since been reversed and the cash book updated accordingly, the 

Governor attached the bank reconciliation as at 31st July 2017 and a copy of cashbook indicating 

the reversals and the actual balances brought forward, certificate of bank balance as at 30th June 

2017 to support the accuracy of the bank balance. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

4.5 Taita Taveta County Revenue Imprest Account 

  

The bank balance of Kshs. 189,581,246 includes an account balance of Kshs. 67,811 in respect 

of Taita Taveta County Revenue Imprest Account. However, the bank reconciliation statement 

as at 30 June 2017 reflects payments in cash book not in bank statement (un-presented cheques) 

amounting to Kshs.17,155, but the bank statements to verify the dates when these un-presented 

cheques were subsequently cleared were not provided for audit review.  

 

Consequently, the validity and accuracy of the bank balance of Kshs. 67,811 in respect of Taita 

Taveta County Revenue Imprest Account could not be confirmed. 

 

 

Management response: 

Date Details Amount 

6/17/2017 EASTNET TECHNOLOGIES VAT CHEQUE NO. 52 12,000 

6/20/2017 VAT LITEZ CHEQUE NO.56  5,155 
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TOTAL  17,155 

The above cheques were not cleared as they were cancelled later in the County records.  

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

4.6 Taita Taveta County Treasury Standing Imprest Account  

 

The statement of assets and liabilities as at 30 June 2017 reflects a bank balance of Kshs. 

189,581,246. Included in this balance is an account balance of Kshs. 39,246,254 in respect of 

Taita Taveta County Treasury Standing Imprest Account. However, the bank reconciliation 

statement as at 30 June 2017 reflects payments in cash book not in bank statement (un-presented 

cheques) amounting to Kshs.118,592,022.  In addition, the payments dates for the expenditure 

were not indicated and the bank statements to verify the dates when the un-presented cheques 

were subsequently cleared were not provided for audit review. 

 

Further, the bank reconciliation statement reflects payments in bank statement not yet recorded 

in cash book amounting to Kshs.127,894.5 relating to bank charges which are not part of the 

reconciling items. 

 

It was further noted that the bank reconciliation statement reflects receipts in cash book not yet 

recorded in the bank statement amounting to Kshs. 112,530,185.80 which no details of the 

receipts had been provided. The money was not banked intact and could have been 

misappropriated. 

Consequently, the accuracy and completeness of the bank balance of Kshs. 39,246,254 in respect 

of Taita Taveta County Treasury Standing Imprest Account could not be confirmed. 

 

Management response: 

The un-presented cheques amounting to Kshs. 118,592,022, included cheques amounting to 

Kshs. 111,054,487.75 which were cleared in July 2017 and cheques amounting to Kshs. 

7,537,534.25 which became stale thus reversed in the cash book in the following year 

2017/2018.  
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Some of the bank charges had not been posted in the cashbook as at 30th June, 2017 and were 

subsequently recorded in the cashbook and cleared in the bank reconciliation statements. 

 

Committee's observations and recommendations: 

1. The committee observed that funds; Kshs. 112,530,185.80 were collected and spent 

at source and recommends that the accounting officer and any other officers 

responsible for committing the irregularities be prosecuted in line with Sec. 199 of 

PFM Act for breach of Sec. 109(2). 

2. The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The 

Committee recommends that the Accounting Officer be prosecuted in line with 

Section 199 for breach of section 197(k) of the PFM Act. 

 

4.7 Taita Taveta Revenue Collection Account 

Taita Taveta County Revenue Collection Account reflects a nil balance though the bank 

reconciliation statement reflects receipts in bank statement not yet recorded in the cash book 

amounting to Kshs. 2,744,226.30 and which no details of the receipts had been provided. 

 

Consequently, the completeness and accuracy of the nil balance in respect of Taita Taveta 

County Revenue Collection Account as at 30 June 2017 could not be confirmed. 

 

Management response: 

The Governor has since submitted the list of receipts amounting to Kshs. 2,744,226.30 showing 

the full details of when the receipts were recorded in the cashbook. 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The 

Committee recommends that the Accounting Officer be prosecuted in line with 

Section 199 for breach of section 197(k) of the PFM Act. 

2. The Committee noted that there was poor record keeping in the procurement 

and accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed 

with qualified personnel who are members of the respective 

professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public 

Finance Management (County Governments) Regulations. 
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4.8 Taita Taveta County Public Service Board 

 

The bank balance of Kshs. 189,581,246 includes an account balance of Kshs. 152,394 in respect 

of Taita Taveta County Public Service Board. However, the bank reconciliation statement for 

the same account reflects a cash book balance of Kshs. 149,126 resulting to unexplained 

variance of Kshs. 3,268. 

 

Further, the bank reconciliation statement reflects payments in cash book not yet reflected in 

bank statement (un-presented cheques) amounting to Kshs.1,583,303.40, but the bank 

statements to verify the dates when these un-presented cheques were subsequently cleared were 

not provided for audit review. 

 

Consequently, the completeness and accuracy of the bank balance of Kshs. 152,394 in respect 

of Taita Taveta County Public Service Board as at 30 June 2017 could not be confirmed. 

 

Management response: 

The Governor indicated that the bank statements and list indicating the dates when the un-

presented cheques amounting to Kshs. 1,583,303.40 had been attached for audit verification. 

 

Committee's observations and recommendations: 

 

4.9 Wundanyi Hospital Maternity Account  

 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee recommends that the Accounting Officer be prosecuted in line 

with Section 199 for breach of section 197(k) of the PFM Act. 

2. The Committee noted that there was poor record keeping in the 

procurement and accounting departments. The Committee recommends 

that- 

 The registry, procurement and accounting departments be 

staffed with qualified personnel who are members of the 

respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief 

Officer-Finance) should ensure adherence to paragraph 90 

of the Public Finance Management (County Governments) 

Regulations. 
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The bank balance of Kshs. 189,581,246 includes an account balance of Kshs.244,105 in respect 

of Taita Taveta County – Wundanyi Hospital Maternity Account. However, the bank 

reconciliation statement as at 30 June 2017 reflects payments in cash book not reflected in bank 

statement (un-presented cheques) amounting to Kshs.176,381.70, but payments amounting to 

Kshs.35,744.70 as at 30 June 2017 relate to stale cheques. No explanation has been given for 

the non-reversal of the stale cheques in the cash book. 

 

Consequently, the completeness and accuracy of the bank balance of Kshs. 225,510 in respect 

of Taita Taveta County – Wundanyi Hospital Maternity Account as at 30 June 2017 could not 

be confirmed. 

 

Management response: 

The Governor indicated that the Stale cheques amounting to Kshs. 35,744 were reversed in the 

cashbook. The cash book extract showing the reversals had since been attached for audit 

verification. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

4.10 Moi Voi Sub-county Maternity Account 

 The statement of assets and liabilities as at 30 June 2017 reflects a bank balance of Kshs. 

189,581,246. Included in this balance is an account balance of Kshs. 140,413 in respect of Taita 

Taveta County – Moi Voi Sub County Maternity Account. However, the bank reconciliation 

statement reflects a balance as per cash book of Kshs. 151,385 resulting to unreconciled variance 

of Kshs. 10,972. 

 

Further, the bank reconciliation statement reflects payments in cash book not yet reflected in 

bank statement (un-presented cheques) amounting to Kshs. 238,136, but payments amounting 

to Kshs. 191,077 were stale cheques. No explanation has been given for the non-reversal of the 

stale cheques in the cash book. 
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Consequently, the completeness and accuracy of the bank balance of Kshs. 140,413 in respect 

of Taita Taveta County – Moi Hospital Maternity Account as at 30 June 2017 could not be 

confirmed. 

 

Management response: 

The County Executive indicated that the stale cheques had since been reversed, new ones issued 

and cleared in the bank statement as revised County report. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

4.11 Mwatate Sub-county Hospital Maternity Account 

  

Note 11 of the statement of financial assets as at 30 June 2017 reflects a bank balance of Kshs. 

189,581,246. Included in this balance is an account balance of Kshs. 13,268 in respect of 

Mwatate Sub County Hosptal Maternity Account. However, the bank reconciliation statement 

as at 30 June 2017 reflects payments in cash book not yet reflected in bank statement (un-

presented cheques) amounting to Kshs.292,446, but payments amounting to Kshs.103,367 were 

stale cheques. No explanation has been given for the non-reversal of the stale cheques in the 

cash book. 

 

Consequently, the accuracy, completeness and validity of bank balance of Kshs. 13,268 in 

respect to Mwatate Sub-county Hosptal Maternity Account could not be ascertained. 

 

Management response: 

The County Executive indicated that the stale cheques had since been reversed, new ones issued 

and cleared in the bank statement as in the revised County report. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 
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 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

5.0 Outstanding Imprest 

 

Note 15 to the financial statements reflects an outstanding imprest balance of Kshs. 37,191,652. 

However, records availed for audit revealed that imprest totaling to Kshs.10,649,888 were 

outstanding for more than six months, contrary to Section 93(5) of the Public Finance 

Management (County Government) Regulations, 2015 which states that a holder of a temporary 

imprest shall account or surrender the imprest within seven (7) working days after returning to 

duty station. 

 

In addition, the outstanding imprest included Kshs. 8,757,868.00 being multiple imprest issued 

to staff of the county executive, contrary to Section 93(4) of the Public Financial Management 

(County Government) Regulations,2015 which requires accounting officers to ensure applicants 

have no outstanding imprests. 

 

Consequently, the propriety, accuracy and validity of outstanding imprest balance of Kshs. 

37,191,652 as at 30 June 2017 could not be ascertained. 

 

Management response: 

The County Executive reported that all outstanding imprest during the period under review were 

surrendered and cleared in the system. Most of the imprest outstanding for more than 6 months 

were standing imprest that were meant to be surrendered at the end of the financial year, despite 

some having been surrendered on time there were system challenges that delayed their clearance 

in the IFMIS system on time. We wish to report that all the imprests that were outstanding have 

been surrendered. 

Systems and mechanisms have been put in place to ensure that staff does not take an additional 

imprest before surrender of previously issued advances. To this effect additional staff have been 

deployed to Sub-County Treasuries to ensure that proper segregation of duties have been 

implemented and adequate verification is done before any imprest is captured in the system. 

Additionally, currently the County Treasury in conjunction with the payroll office has been 

recovering outstanding imprests from any defaulting County officer (s). 
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Committee's observations and recommendations: 

The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, there 

should not have been any outstanding imprest at the publication of the audit report. The 

Committee recommends that:  

•the Accounting Officer recovers the imprest with interest as per provisions of the PFM 

(County Governments) Regulation, reg. 93 (6); and  

•where the accounting officer does not recover the imprest, prosecution should be 

instituted for breach of PFM (County Governments) Regulations, Reg. 93(7).   

 

6.0 Unsupported Pending Bills 

 

Note 18 to the statement of financial assets reflects pending accounts payable and pending staff 

payables balances of Kshs.598,255,705 and Kshs.82,488,678 respectively. However, no support 

documents for the pending bills were availed for audit verification. 

 

Consequently, the validity, accuracy and authenticity of the pending bills amounting to 

Kshs.680,744,383 as at 30 June 2017 could not be ascertained. 

 

Management response: 

As at the time of audit, the outstanding bills were in the custody of the various departments in 

the county. However, measures were put in place to settle some of the pending bills in the 

subsequent financial years by budgeting for them. For those still outstanding, The County 

Executive was awaiting for the report and recommendations from the national treasury team that 

were sent to verify and authenticate the various pending bills across the 47 Counties 

Countrywide. The report is yet to be made available to the Counties for the next course of action. 

 

Committee's observations and recommendations: 

The Committee observed that pending bills may have adverse effects on the County 

Governments ability to obtain goods and services on credit from supplies, may distorts the 

planning and procurement and may expose the County Government to litigations that will 

cost huge amounts of money in legal fees and fines that may be imposed by courts of law. 

The Committee recommends that- 

 Pending bills should form the first charge in the budget of the successive financial year. 

 The County Government should prepare a debt management strategy every financial 

year. 

 The Auditor general undertakes a special audit to verify the authenticity of pending 

bills. 
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 Irregular Procurement 

6.1 Installation of Main Switch Board at Moi County Referral Hospital 

  

Note 11 to the financial statements reflects acquisition of assets balance of Kshs.529,265,122. 

Included in this balance is Kshs.242,528,380 related to construction and civil works, of which 

Kshs.3,924,550 was a tender awarded to a supplier to install a main switch board at Voi Referral 

Hospital. However, the contract sum was above the maximum threshold set for request of 

quotation of Kshs.2,000,000 as per Section 105 Public Procurement and Asset Disposal Act, 

2015 which states that a procuring entity may use a request for quotations from the register of 

suppliers for a procurement if the estimated value of the goods, works or non-consultancy 

services being procured is less than or equal to the prescribed maximum value for using requests 

for quotations as prescribed in Regulations. 

 

Consequently, the County Executive was in breach of the law and the propriety of the 

expenditure totaling to Kshs.3,924,550 could not be ascertained for the year ended 30 June 2017. 

Management response: 

The above contract was for works that entails supply and installation of Main Switch board at 

Moi County Referral Hospital and the maximum threshold for works is Kshs. 4,000,000 as per 

the Public Procurement and Disposal (Amendment) Regulations, 2013 Legal Notice No. 106 of 

Dated 18 June 2013.  Therefore, the procurement was within the set threshold for work. 

 

Committee's observations and recommendations: 

The Committee observed that there was a breach of procurement laws and 

procedures which may have contributed to misappropriation of public funds and 

recommends that the procurement department should strictly adhere to the Public 

Procurement and Asset Disposal Act, 2015 in procuring goods and services.   

 

6.2 Direct Procurement and use of Imprest to Procure Goods and Services 

 The financial statements for the year ended 30 June 2017 reflects use of goods and services 

balance of Kshs.849,782,029. Included in this amount is goods and services amounting to 

Kshs.8,048,411 procured through imprest as summarized below; 

 

Department Details Amount Comment 

Health - Mwatate sub 

county hospitals 

Procure goods 

and services 

1,554,260 Use of Imprest to 

procure goods and 

services 



 
 

449 
 

 Health - Moi referral 

hospitals 

Procure goods 

and services 

2,782,300 Use of imprest to 

procure goods and 

Services 

Finance Procurement of 

air tickets 

3,711,851 Use of direct 

procurement without 

competitive bidding 

 Total 8,048,411  

 

This is contrary to the treasury circular No. 3/2010 dated 7 May 2010 on control of imprest, 

which states  that that temporary imprest should  not  be issued  for  procurement  of  goods  and  

services and  in  situations  of  emergencies,  the  Head  of  procurement  unit  should take  charge  

to  ensure  compliance with  the  Public  Procurement  and Asset Disposal  Act, 2015. 

 

Further, Section 105 Public Procurement and Asset Disposal Act, 2015 states that a procuring 

entity may use a request for quotations from the register of suppliers for a procurement if the 

estimated value of the goods, works or non-consultancy services being procured is less than or 

equal to the prescribed maximum value for using requests for quotations as prescribed in 

Regulations. 

 

Consequently, the County Executive is in bleach of the law and the propriety of expenditure of 

Kshs. 8,048,411 for the year ended 30 June 2017 could not be ascertained. 

 

Management response: 

The County Executive indicated that the above hospital expenditures were incurred by the 

respective facilities through office standing imprests meant to enable them to purchase urgent 

supplies needed for critical and crucial services which cannot be postponed while awaiting 

replenishment of stores through the procurement process. 

The air tickets paid were procured from prequalified air ticketing agents on whom the County 

had framework contracts with as per the attached signed contracts. The County always strives 

to ensure that goods and services are procured in time through the normal procurement process. 

 

Committee's observations and recommendations: 

The Committee observed that there was a breach of procurement laws and 

procedures which may have contributed to misappropriation of public funds and 

recommends that the procurement department should strictly adhere to the Public 

Procurement and Asset Disposal Act, 2015 in procuring goods and services.   

 

7.0 Unsupported Expenditure 
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The statement of receipts and payments for the year ended 30 June 2017 reflects payments from 

various departments totaling Kshs.48,160,923 to different suppliers for various goods and 

services. The payment vouchers were not supported with requisitions from user departments, 

quotations and tender/evaluation minutes as shown below: 

 

No. Department Details Amount Comment 

1. Health - Moi referral 

hospitals 

supply of medicinal 

gas, gas cylinders and 

payment to dislodge 

the septic tank and 

electric installation 

2,206,394 Payment vouchers 

were not supported 

with requisitions from 

user departments, 

quotations and 

tender/evaluation 

minutes. 

2. Health – Various 

hospitals 

Supply of food and 

ration 

3,189,419 Not inspected by the 

inspection and 

acceptance committee, 

not taken on charge 

and recorded before 

issued and no 

quotations and minutes 

of the 

tender/evaluation 

committee minutes 

3. Health - Moi referral 

hospitals 

Payment to various 

firms for supply of 

office furniture, 

medical supplies, fuel 

and lubricants, repairs 

and maintenance and 

sanitary and cleaning 

materials at the 

hospital.  

7,721,518 Payment vouchers 

were not supported 

with inspection and 

acceptance committee 

minutes, not taken on 

charge and recorded 

before issued and no 

quotations and minutes 

of the 

tender/evaluation 

committee minutes 

4. Health - Mwatate sub 

county hospital  

Payment to various 

firms for supplying 

office furniture, 

medical supplies, fuel 

and lubricants, repairs 

and maintenance and 

sanitary and cleaning 

materials at the 

hospital. 

3,153,393 Payment vouchers 

were not supported 

with inspection and 

acceptance committee 

minutes, not taken on 

charge and recorded 

before issued and no 

quotations and minutes 

of the 
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tender/evaluation 

committee minutes 

5. Health - Wundanyi 

sub county hospital  

Payment to various 

firms for supplying 

office furniture, 

medical supplies, fuel 

and lubricants, repairs 

and maintenance and 

sanitary and cleaning 

materials at the 

hospital. 

713,639 Payment vouchers 

were not supported 

with inspection and 

acceptance committee 

minutes, not taken on 

charge and recorded 

before issued and no 

quotations and minutes 

of the 

tender/evaluation 

committee minutes 

6. Education 

 

Partially supported 

vouchers 

545,340 Quotation, tender 

opening minutes and 

tender evaluation 

minutes were not 

availed as well as 

detail orders, work 

tickets and fuel 

register. 

7. Governor’s office Foreign Travel 510,000 Air tickets and 

boarding passes to 

Frankfurt in Germany 

and Guangdong in 

China were not availed 

for inspection 

8. Various Departments Purchase of 

Household Furniture 

and Institutional 

Equipment 

5,606,226 Payment vouchers 

were not availed for 

audit verification 

9. Various departments Motor vehicle 

Insurance Costs 

24,514,994 Supporting documents 

such as; the list of all 

insured motor 

vehicles, sums 

assured, the tender 

opening, evaluation 

and award minutes, 
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insurance policy 

documents, were not 

availed. 

 Total Unsupported 

payments 

 48,160,923  
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Details Amount Comment Response 

Health - Moi referral 

hospitals 

supply of medicinal  gas, 

gas cylinders  and 

payment  to dislodge the 

septic tank and electric 

installation 

2,206,394 Payment  vouchers were not supported 

with requisitions  from user 

departments,  quotations and 

tender/evaluation 

minutes. 

Requisitions, quotations and tender 

/evaluation minutes were provided  

for audit verification. 

Health -  Various 

hospitals 

Supply of food and ration  3,189,418 Not inspected  by the inspection  and 

acceptance  committee, 

not taken on charge and 

recorded  before issued and no 

quotations  and minutes  of the 

tender/evaluation 

committee  minutes 

Inspection and acceptance, S13, quotations 

and tender /evaluation minutes are hereby 

attached for audit verification, aix 17.2. 

 

 

 

Health - Moi referral 

hospitals 

Payment to various 

firms for supply  of office 

furniture,  medical 

supplies,  fuel and 

lubricants,  repairs  and 

maintenance  and 

, sanitary  and cleaning 

materials  at the 

hospital. 

7,721,518 Payment  vouchers  were 

not supported  with 

inspection  and 

acceptance  committee 

minutes,  not taken on 

charge  and recorded 

before issued and no 

quotations  and minutes 

of the tender/evaluation 

committee  minutes 

Inspection and acceptance, S13, quotations 

and tender /evaluation minutes are hereby 

attached for audit verification, appendix 

17.3. 

 

 

Health - Mwatate Sub  

county  hospital 

Payment  to various firms for 

supplying office furniture,  

medical supplies,  fuel and 

lubricants,  repairs  and 

maintenance  and sanitary  and 

cleaning materials  at the 

hospital. 

3,153,393 Payment  vouchers were not supported  

with inspection  and acceptance  

committee minutes,  not taken on 

charge  and recorded 

before  issued and no quotations  and 

minutes of the tender/evaluation 

committee minutes 

 

Inspection and acceptance, S13, quotations 

and tender /evaluation minutes are hereby 

attached for audit verification, appendix 

17.4. 

 

Health - Wundanyi 

county  hospital  

sub 

Payment  to various firms for 

supplying office furniture,  

medical supplies,  fuel and 

lubricants  

713,639 Payment  vouchers  were not supported  

with inspection  and acceptance  

committee 

Inspection and acceptance committee report 

hereby attached for audit verification, 

appendix 17.4. 

 

Education Partially supported    vouchers                   545,340     Quotation, opening  minutes and tender 

evaluation 

minutes were not 

availed as well as detail orders, work 

tickets and fuel register 

Quotations and tender /evaluation minutes 

are hereby attached for audit verification, 

appendix 17.5 

 

 

 

Governor's  office Foreign Travel                       510,000     Air tickets  and boarding passes to 

Frankfurt  in 

Germany  and 

Guangdong  in China 

were not availed for inspection 

 

 

Appendix17.6 

 

 

 

Various  Departments         Purchase of household          

furniture and                                                

Institutional  Equipment                                 

5,606,226     Payment  vouchers  were not availed for 

audit verification 

 

Copy of the payment vouchers are hereby 

attached for audit verifications, appendix 

17.7 

 

Various  departments         Motor vehicle Insurance        

 

24,514,994     Supporting documents such as; the list 

of all insured motor vehicles, sums 

Supporting documents such as; the list of all 

insured motor vehicles, sums assured, the 
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In view of the above anomalies, the propriety of expenditure totaling to Kshs. 48,160,923 

being payment to various suppliers for the year ended 30 June 2017 could not be confirmed. 

 

Committee's observations and recommendations: 

1. The Committee observed that there was a breach of procurement laws and 

procedures which may have contributed to misappropriation of public funds 

and recommends that the procurement department should strictly adhere to 

the Public Procurement and Asset Disposal Act, 2015 in procuring goods and 

services.   

2. The Committee also noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report. 

If the behaviour persists during the audit of the FY2020/2021, the Accounting 

Officer may be prosecuted for breach of section 197(k) of the Public Finance 

Management Act. 

 

8.0 Construct of Saghasa Vighombonyi Water Project 

 

Note 11 to the financial statements reflects acquisition of assets balance of Kshs. 529,265,122. 

Included in this balance is Kshs. 242,528,380 related to construction and civil works, of which 

Kshs. 2,558,730 was paid to a supplier to construct Saghasa Vighombonyi water project. 

However, project verification revealed that the water project has never been functional since it 

was completed, the generator was not working and the 10% contingency and 5% for project 

management provisional sums of Kshs. 237,315 and Kshs. 118,657 respectively were not 

accounted for.  

 

In the circumstances, it is clear that the citizens of the County did not get value for money on 

Kshs. 2,558,730 paid for the project for the year ended 30 June 2017 and the propriety for the 

same could not be ascertained. 

assured, the tender opening, evaluation 

and award minutes, insurance policy 

documents, were not availed. 

 

tender opening, evaluation  and award 

minutes,  insurance policy documents are 

hereby attached for audit verifications, 

appendix 17.8   



 
 

455 
 

 

Management response: 

The County Executive indicated that both the project contingency and project management 

provisional sums were used for the project administration such as allowances for project 

committees. As at the time of audit the generator had fault but it was repaired and currently 

working and the project is functional. 

 

Committee's observations and recommendations: 

The Committee noted that incomplete projects indicate a disregard of project completion 

timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated damages for non-

completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for the 

money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds lost; 

and  

 Proper project conceptualization, project planning and adequate budgetary provisions 

for projects should be undertaken to ensure timely completion.  

 

9.0 Budgetary Control and Performance 

 

9.1 Revenue Budget 

 

The statement of receipts and payments for the year ended 30 June 2017 reflects County own 

generated receipts totaling to Kshs.165,992,249 against a budget of Kshs.355,387,656, resulting 

to a shortfall of Kshs.189,395,407 or 53%. The County Executive has not been meeting its target 

for the last 3 years, while the revenue has been declining as shown below: 

 

Item FY 2016/2017 FY 

2015/2016 

FY 2014/2015 

Budgeted own generated 

receipts 

355,389,656 352,351,618 483,884,111 

Actual own generated 

receipts 

165,992,249 197,351,618 253,972,089 

Under collection 189,397,407 155,000,000 229,912,022 
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% under collection 53 44 47.5 

 

The under collection indicates possible weakness in revenue management in such aspects as 

recording of revenue and enforcement of control systems. Under collection of revenue 

negatively constraints service delivery and implementation of planned programs in Taita Taveta 

County. 

 

Management response: 

The County Executive had since put in place measures to seal all the revenue loopholes, 

strengthened the capacity of revenue collection officers among other strategies meant to improve 

revenue collection. The Revenue Directorate had also closely partnered with other departments 

to ensure that all untapped revenue sources are brought on board.  Enforcement unit had also 

been strengthened through additional staffing and provision of equipment and facilitations to 

enable them make impromptu inspections throughout the County. 

 

Committee's observations and recommendations: 

The Committee observed that there was under collection of revenue compared with the 

previous years. The Committee recommends the County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act. 

 

9.2 Budget Absorption 

During the financial year 2016/2017, the County Government of Taita Taveta had a total budget 

of Kshs. 4,656,442,555 comprising of recurrent vote of Kshs. 3,240,518,045 and development 

vote of Kshs. 1,415,924,510. Actual expenditure of Kshs. 3,949,970,535 reflected net under 

absorption of Kshs. 706,472,020 or 15 % of the budget as summarized below: 

 

Vote 

Approved 

Budget for 

2016/2017 

Actual 

Expenditure 

for 2016/2017 

Over 

Absorption 

Under 

Absorption 

% 

Recurrent 

Vote 

3,240,518,045 3,420,705,413   

180,187,368  

                   

-    
  5.6 

Development 

Vote 

1,415,924,510    529,265,122                      

-    

886,659,388  -62.6 

Total 

4,656,442,555  3,949,970,535   

180,187,368 

886,659,388  
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The overall under absorption of the approved budget of Kshs. 706,472,020 or 15% resulted from 

failure by the County Executive to implement some development activities planned for the year. 

The failure had a negative effect on service delivery to the residence of Taita Taveta County. 

 

Management response: 

The County had an under absorption of its budget due to the IFMIS system downturns towards 

the close of the financial year, 30th June, 2017. This was also attributed to non-realization of 

other revenues which had formed part of the receipts in the County budget. These included 

County conditional grants such as European Union grant(117Mn), Kenya Red cross 

(Kshs.100Mn) and Leasing of medical Equipment (95Mn). 

 

Committee's observations and recommendations: 

The Committee noted that the County Government had carried out poor budgeting and 

there was weakness in control of budget performance. The Committee recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The budget ceilings for development and recurrent expenditure of 30% to 70% 

respectively should be followed strictly. 

 The National Treasury to undertake surveys on budget estimation for all counties to 

guide counties to budget accordingly. 

 

9.3 Recurrent Budget 

During the year under review, the County Government of Taita Taveta was allocated Kshs. 

3,240,518,045 for recurrent expenditure against actual expenditure of Kshs. 3,250,904,903 

resulting to net over expenditure of Kshs. 10,386,858 or 0.3% as detailed below. 

 

Item 

Approved 

Budget for 

2016/2017 

Actual 

Expenditure 

for 2016/2017 

Under 

Absorption 

Over 

Absorption 

% 

Compensation 

of Employees 

 

1,890,237,3

17  

  

1,783,.102,79

7  

107,134,520              

5.6  
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Use of goods 

and services 

 

1,283,355,3

60  

     

810,333,638  

473,021,722            

36.9 

Transfers to 

Other 

Government 

Units 

        

5,812,168  

     

604,546,213  

 598,734,045  -

10301.4 

Other grants and 

transfers 

(24,533,000)         

12,236,344  

  36,769,344   -   15 

Social Security 

Benefits 

                       

-    

        

11,697,827  

  11,697,827   -100 

Acquisition of 

Assets 

      

92,390,488  

        

28,988,084  

63,402,404            

68.6 

Other Expenses 

(6,744,288)                         

-    

  6,744,288       -100 

Total 

 

3,240,518,0

45  

  

3,250,904,903 

643,558,646 653,945,504   

 

Approval by the County Assembly for the over – expenditure of Kshs. 10,386,858 was not 

presented for audit review. 

 

Management response: 

There was no response on the query. 

 

Committee's observations and recommendations: 

The committee observed that there was over expenditure of budget and recommends that; 

iii. The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

iv. The controller of budget should enforce adherence of approved budgets 

 

9.4 Development Budget 

 

During the year under review, the County Executive of Taita Taveta was allocated Kshs. 

1,415,924,510 for development expenditure against actual expenditure of Kshs. 699,065,631 

resulting to net under expenditure of Kshs. 716,858,879 or 51% as detailed below: 
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Item 

Approved 

Budget for 

2016/2017 

Actual 

Expenditure 

for 

2016/2017 

Under 

Absorption 

Over 

Absorption % 

Compensation of 

Employees 

         5,300,000         

3,981,052  

1,318,948          

24.9  

Use of goods and 

services 

       14,704,591       

39,368,589  

  24,663,998      -

167.7  

Transfers to 

Other 

Government 

Units 

     141,484,061     

123,090,477  

18,393,584          

13.0 

Other grants and 

transfers 

                        -         

32,348,476  

  32,348,476  -100 

Acquisition of 

Assets 

  1,021,214,527     

500,277,038  

520,937,489          

51.0 

Other Expenses 

     233,221,331    233,221,331        

100  

Total   1,415,924,510     

699,065,631  

773,871,352   57,012,474 51 

 

The County Executive under absorbed development budget by Kshs. 716,858,878 leading to 

non-implementation or incomplete projects. 

  

The failure to implement the projects as budgeted may lead to negative impact on service 

delivery and development to the residents of Taita Taveta County.  

 

Management response: 

There was no response on the query. 

 

Committee's observations and recommendations: 

The committee observed that there was under expenditure of budget and recommends 

that; 

i. The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

ii. The controller of budget should enforce adherence of approved budgets 
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10.0  Fixed Asset Register  

Review of the fixed assets register maintained by Taita Taveta County Executive revealed that 

the date of asset acquisition, asset codes, dates of disposal where applicable and costs were not 

indicated. This is contrary to Section 149 (2) (O) of the Public Finance Management Act, 2012 

which states that the Accounting Officer designated to County Executive shall maintain an asset 

register that is current and accurate. 

  

In the circumstances, the County Executive is in breach of the Law and it may not be possible 

to ascertain the physical existence of the County Executive’s fixed assets in absence of such a 

critical document. 

 

Management response: 

During the period under review the County Government had not completed the consolidation of 

its comprehensive Fixed Asset Register because the Transition Authority (TA) had not fully 

handed over the report on defunct local authorities’ assets and liabilities hence making it difficult 

to incorporate all assets. However as at July 2018, with the help of Inter-Governmental Relation 

Technical Committee (IGRTC), the verification of the defunct local authorities’ assets and 

liabilities was completed and the list handed over to the County Government. Currently the 

County Government maintains a comprehensive and updated Fixed Asset Register.  

 

Committee's observations and recommendations: 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities and 

the Intergovernmental Relations Technical Committee (IGRTC) and recommends that 

County Governments should prepare a register of assets and liabilities and designate an 

officer who shall be responsible for the custody and updating of the register. 

 

11.0 Project Status and Implementation 

 

Review of project implementation status reports for the year ended 30 June 2017 availed for 

audit revealed that projects with a total of Kshs. 1,363,023,157 were contracted. However, only 

projects worth Kshs.807,170,595 or 59% were implemented resulting to Kshs.555,852,562 or 

41% of projects not implemented as detailed below;   
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Departments 

Contracted 

Amount (Kshs.) 

Amount Paid 

(Kshs.) 

Work 

Outstanding 

(Kshs.) 

Education and Libraries      383,661,550   222,133,919   161,527,631  

Livestock and Fisheries        19,540,128     15,289,761       4,250,367  

Public Works      279,460,967   187,783,564     91,677,403  

Trade      184,414,182     50,482,065   133,932,117  

Water and Irrigation      495,946,330  331,481,286  164,465,044 

Total   1,363,023,157  807,170,595  555,852,562 

 

Failure to deliver projects on time means that service delivery to the county residents has been 

affected negatively. The implementation cost of the projects may escalate due to inflation. This 

is contrary to Section 149 (1) of the Public Finance and Management Act 2012 which states that 

(1) an accounting officer is accountable to the county assembly for ensuring that the resources 

of the entity for which the officer is designated are used in a way that is; lawful and authorized. 

(2)(d) Ensure that all contracts entered into by the entity are lawful and are complied with. 

 

Consequently, the management was therefore in breach of the Law in delaying project 

implementation.  

 

Management response: 

Some of the projects were procured in the second half of the financial year and were not 

complete as at 30th June, 2017. They were subsequently completed in the following financial 

years. 

Some of the projects were also being financed through donor funding whose commitments 

delayed and some were deferred to the following financial year 2017/2018. 

 

Committee's observations and recommendations: 

The Committee noted that incomplete projects indicate a disregard of project completion 

timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated damages for non-

completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for the 

money invested;  

 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 



 
 

462 
 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds lost; 

and  

 Proper project conceptualization, project planning and adequate budgetary provisions 

for projects should be undertaken to ensure timely completion.  
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4.3. FINANCIAL YEAR 2015/2016 

 

The Governor of Taita Taveta County, Hon. Granton Samboja appeared before the 

Committee on 16th May, 2019 and 14th July, 2020 to respond (under oath) to audit 

queries raised in the Report of the Auditor General on Financial Statements for Taita 

Taveta County Government for the Financial Year 2015/2016.  

 

 

1.  Presentation of the Financial Statements 

Annexures on accounts payable and the fixed assets register prescribed by the   Public 

Sector Accounting Standards Board were omitted from the financial statements. It was 

further noted that details on outstanding imprests were not annexed to the financial 

statements as prescribed in the standards.  

 

In the circumstances, the financial statements presented for audit for the year ended 30 

June 2016 do not comply with International Public Sector Accounting Standards prescribed 

by the Public Sector Accounting Standards Board. 

 

Management response: 

The Audit observation noted. The financial statements had since been amended and 

annexures to accounts payable and fixed assets register presented for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

2.0     

2.1 Inaccuracies in the Financial Statements 

The financial statements presented for audit contained the following inaccuracies: 

The opening balances reflected in the statements and the audited balances for the 

2014/2015 financial year contained variances as detailed below: 
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Item 

Opening 

Balance as Per 

Financial 

Statements for 

2015/2016 

(Kshs.) 

Opening 

Balance as 

Per Financial 

Statements for 

2014/2015 

(Kshs.) 

Variance 

(Kshs) 

Use of Goods and Services 810,665,349 810,665,345 4 

Adjustments During the Year 12,638,343 11,286,504 1,351,839 

Transfers to Other Government 

Units – Statement of Cash 

Flows 

174,658,712 144,237,687 30,421,025 

Other Grants and Transfers – 

Statement of Cash Flows 

61,237,710 100,899,953 (39,662,243) 

 

Management response: 

The variances have since been corrected. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

2.1 Further, account balances reflected in the financial statements presented for audit 

varied from the respective supporting schedules as detailed below:  

   

Component 

Balance as Per 

Financial 

Statements 

(Kshs.) 

Balance as 

Per Schedule 

(Kshs.) 

Variance 

(Kshs) 

Proceeds from Domestic and 

Foreign Grants 63,790,743 - 63,790,743 
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Social security contribution 27,976,111 -` 27,976,111 

Other Receipts    

Rents  6,372,976 7,281,750 (908,774) 

Single Business Permits 47,613,598 23,700,050 23,913,548 

Cesses 49,350,242 14,548,178 34,802,064 

Other Local levies 1,478,010 3,245,450 (1,767,440) 

Natural Resources Exploitation 3,429,582 6,667,695 (3,238,113) 

Market/Trade Centre Fee 12,800,346 15,325,026 (2,524,680) 

Vehicle Parking Fee 17,889,285 6,037,930 11,851,355 

Health Hospitals 31,537,957 52,310,555 (20,772,598) 

Slaughterhouse Administration 6,493,118 1,724,870 4,768,248 

Dry Maize Cess 227,150 - 227,150 

Livestock Charges 588,962 - 588,962 

Social Premises Use Charges 1,329,435 - 1,329,435 

Total Receipts 270,877,515 130,841,504 140,036,011 

Payments    

Compensation of Employees    

National Health Insurance 

Scheme and Maternity Costs 

5,014,420 -   5,014,420 

Salaries and Wages 2,040,989 776,722 1,264,267 

 7,055,409 776,722 6,278,687 

Use of Goods and Services    

Domestic Travel and 

Subsistence Allowances 

187,238,233 184,508,983 2,729,250 

Printing, Advertising & 

information Supplies & 

Services 

28,055,507 27,290,979 764,528 

NHIF and Maternity Costs 15,558,188 - 15,558,188 

 230,851,928 211,799,962 19,051,966 

Social security benefits  51,160,469 - 51,160,469 

Acquisition of Assets    

Construction of Buildings – 

Non-Residential 

113,803,186 113,303,186 500,000 

Construction and Civil Works 124,353,022 122,509,102 1,843,920 
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Research Studies, Project 

preparation, Design and 

Supervision 

4,894,800 - 4,894,800 

Purchase of Specialized Plant 

and Machinery 

7,066,757 7,126,255 (59,498) 

NHIF and Maternity Costs 2,670,445 - 2,670,445 

 252,788,210 242,938,543 9,849,667 

Other Payments    

Fixed Deposit Account 10,000,000 - 10,000,000 

NHIF & Maternity 

(Specialised Goods & 

Services) 10,940,447 - 10,940,447 

 20,940,447  20,940,447 

Transfer to other government 

units- grants and subsidies 62,342,294 - 62,342,294 

Accounts payable - Deposits 23,148,875 - 23,148,875 

Total Payments 648,287,632 455,515,227 192,772,405 

 

Management response: 

The respective supporting schedules had since been updated and submitted for audit 

verification. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

2.3 The total budget reflected in the statement of comparative budget and actual 

expenditure balances for recurrent and development votes amounts to Kshs.4,137,574,760 

while the approved budget totaled Kshs.4,155,768,514, thus resulting in a variance of 

Kshs.18,193,754 which, however has not been explained. 
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Management response: 

The amount of Kshs. 4,137,574,760 earlier reflected in the statement of comparative 

budget and actual expenditure had not included Kshs. 18,193,754 for the department of 

Youth which were not linked to the IFMIS vote book summary. The statuses for the two 

departments usually ran separately in the system and relevant documents to support had 

been submitted for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

2.3 The statement of receipts and payments for the year ended 30 June 2016 reflects 

other receipts totaling to Kshs.197,351,805 while the statement of comparison of 

budgeted and actual amounts - recurrent and development combined - reflects 

receipts totaling to Kshs.197,110,661, thus resulting in a variance of Kshs.241,144 

and which has not been explained.  

 

Management response: 

The error has since been rectified and the revised financial statements for the year ended 

30th June, 2016 had been submitted. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 
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2.4 Further, the statement of comparison of budget and actual amounts presented for 

audit contains casting errors in the final budget and in the actual balances as detailed 

below: 

 

 

 

 

 

Item 

Amount as per 

Statement of 

Comparison of 

Budget & 

Actual Amount 

-Recurrent & 

Development  

Combined 

( Kshs) 

Recomputed 

Amount  

(Kshs) 

Casting Error 

(Kshs) 

Budget    

Proceeds from Domestic 

Borrowings 

 

80,808,643 

 

156,583,453 

 

75,774,810 

Transfers from Other  

Government Entities 

 

42,042,522 

  

59,941,510 

 

17,898,988 

Other Receipts 352,805,992 472,049,829 119,243,837 

Total 475,657,157 688,574,792 212,917,635 

Actual Amount    

Proceeds from  

Domestic & Foreign 

Grants 

 

63,790,743 

 

85,216,778 (21,426,035) 

Other Receipts 197,110,661 239,270,350 (42,159,689) 

Transfers to Other 

Government Units 

 

150,342,294 

 

79,587,125 

 

70,755,169 

Other Grants & Transfers 67,766,125 138,521,294 (70,755,169) 

Total 479,009,823 542,595,547 (63,585,724) 

 

Management response: 

The casting errors have been corrected and the revised financial statements, submitted for 

audit verification. 
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Committee's observations and recommendations: 

The Committee noted that there was under-reporting of cash flow and recommends 

that:  

 the CECM-Finance and the Accounting Officer should be held responsible for 

losses that may have occurred as a result of failure to put in place proper 

systems for accounting; and  

 the County CEO, the Accounting Officer and other officers responsible for any 

mismanagement of internal revenue should also be surcharged to the extent of 

the revenue that may not have been properly accounted for.  

 

2.5 The comparative statement of financial assets as at 30 June 2015 reflects a  net assets 

balance of Kshs.123,711,724 which differs from  the recomputed    balance of 

Kshs.193,794,992. The variance of Kshs.70,083,268 between the two balances has 

not been explained.  

 

Management response: 

The county executive confirmed that the net assets as at 30th June, 2016 was 

Kshs.123,711,724 and not Kshs.193,794,992 as stated above, and the revised 

financial statements, had been submitted for audit verification. 

 

 

 Committee's observations and recommendations: 

The Committee noted that there was a variance of Kshs.70,083,268 between the 

two balances that had not been explained, and recommends that:  

 the CECM-Finance and the Accounting Officer should be held 

responsible for losses that may have occurred as a result of failure to put in 

place proper systems for accounting; and  

 the County CEO, the Accounting Officer and other officers responsible 

for any mismanagement of internal revenue should also be surcharged to the 

extent of the revenue that may not have been properly accounted for.  

 

 

2.6 The opening balances in the statement of receipts and payments for the year  ended 

30 June 2016 and the corresponding notes reflect variances totaling to 

 Kshs.70,083,268 as detailed below:  
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Item 

 

 

 

Notes 

Balance  Per 

Statement of 

Receipts and 

Payments for 

2014/2015 

Opening 

Balance as Per 

Note  

2014/2015 Variance 

   Kshs Kshs Kshs 

Transfers to Other 

Government Units  

 

15 174,658,712 144,237,687 30,421,025 

Other Grants and 

Transfers 

 

16 100,899,953 61,237,710 39,662,243 

Total  275,558,665 205,475,397 70,083,268 

 

Consequently, the accuracy, validity and completeness of the County Executive’s financial 

statements for the year ended 30 June 2016 cannot be confirmed. 

 

Management response: 

The error resulted during the transfer of figures from the notes to the financial statement 

templates. The figures had since been reconciled to tally with the accompanying notes and 

the revised documents, had since been submitted for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted that there was a variance of Kshs.70,083,268 between the two 

balances that had not been explained, and recommends that:  

•the CECM-Finance and the Accounting Officer should be held responsible for losses 

that may have occurred as a result of failure to put in place proper systems for 

accounting; and  

•the County CEO, the Accounting Officer and other officers responsible for any 

mismanagement of internal revenue should also be surcharged to the extent of the 

revenue that may not have been properly accounted for. 

 

3.0   Unsupported Expenditure 

The statement of receipts and payments for the year ended 30 June, 2016 reflects 

payments totaling Kshs.245,694,894 but the respective supporting documents were not 

presented for audit review as detailed below: 

 

Item Amount 

(Kshs.) 

Anomalies Noted 
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Use of Goods and 

Services 

  

Hospitality Supplies 

and Services 

6,772,620 The lists of participants and reports on the 

benefits received were not availed for audit 

verification. 

Routine Maintenance 

-Motor Vehicles and 

Other Transport 

Equipment  

 

10,443,816 The expenditure was not supported with 

purchase requisitions, quotations, delivery 

notes and an inspection report from the 

Government Mechanical Engineer. Also the 

repairs were not entered in daily work tickets. 

There was no evidence to show approval of the 

garages by the Department of Public Works.  

Domestic Travel and 

Subsistence 

Allowances 

20,707,481 The management did not present for audit 

review work tickets, bus tickets, signed 

attendance register/ schedules, minutes of 

meetings attended, work seminar/workshop 

programs and reports in support of the 

expenditure.  

Foreign Travel and 

Subsistence 

Allowances  

4,498,762 The expenditure was not supported with 

boarding passes, air tickets and reports arising 

from the foreign trips. 

Foreign Travel and 

Subsistence 

Allowances 

878,570 The management did not avail purchase 

requisitions, quotations and Local Service 

Orders (LSOs) to support the expenditure. 

Insurance Costs 

 

44,909,090 Records presented for audit indicated that the 

expenditure included group personal insurance 

totaling to Kshs.19,702,974 and motor vehicle 

insurance totaling to Kshs.25,206,116. 

However, the list of all insured motor vehicles 

sums assured, the tender opening, evaluation 

and award minutes, insurance policy 

documents, request for quotations, and list of 

staff covered were not presented for audit 

verification.  

Printing, Publishing, 

Advertising and 

5,843,488 The expenditure was not supported with 

payment vouchers  
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Publicity Awareness 

Campaigns 

Communication 

Supplies and Services. 

3,368,875 The expenditure related to air time which was 

paid as cash allowance and not as a contracted 

item on which tax is payable. Further, the 

airtime register was not presented for audit 

review. 

Rentals of Procured 

Assets 

8,235,936 The management did not present the 

supporting payment vouchers for audit review. 

Office and General 

Supplies and Services 

 

 

6,425,130 The purchase requisitions, quotations, counter 

receipt vouchers, stores ledger cards, the 

inspection and acceptance committee report, 

delivery notes, Local Purchase Orders were not 

availed for audit verification.  

Other Operating 

Expenses - Legal 

Dues/Fees, 

Arbitration and 

Compensation 

Payments 

3,243,000 The firm was not prequalified to provide the 

service. Further, quotations, court summons to 

support cases filed against the County 

Executive were not availed for audit 

verification. 

Other Operating 

Services-Contracted 

Guards and Cleaning 

Services 

3,905,385 The quotations submitted by other firms and 

tender analysis were not availed for audit 

review.  

Other Operating 

Services-Contracted 

Guards and Cleaning 

Services 

1,531,000 This was a transfer to Taita Taveta County 

Treasury Imprest Account from the 

Contracted Awards and Services.  However, 

documentary evidence showing how the 

transfer was utilized was not availed for audit 

review. 

Fuel, Oils and 

Lubricants 

14,246,238 There was no evidence to show that the fuel 

was received, recorded and used for official 

purposes as fuel registers, work tickets and 

invoices were not presented for audit review. 

Fuel, Oils and 

Lubricants 

6,217,200 Payment Vouchers for fuel purpoted to have 

cost this amount were not availed for audit 

review. 
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Specialized Materials 

and Services – Food 

and Rations 

3,147,900 This expenditure was not supported with 

purchase requisitions, quotations, Counter 

Receipt Vouchers (S.13), Ledger Cards (S.3), 

Counter Requisition and Issue Vouchers 

(S.11) or evidence of receipt by the 

beneficiaries and the Inspection and 

Acceptance Committee Report. 

Specialized Materials 

and Services – 

Uniforms and 

Clothing 

 2,100,440 The expenditure was not supported with 

purchase requisitions, Counter Receipt 

Vouchers (S.13), Ledger Cards (S.3), Counter 

Requisition and Issue Vouchers (S.11) or 

evidence of receipt by the beneficiaries and 

Inspection and Acceptance Committee 

Report. 

Board and Ward 

Allowances 

14,266,583 The expenditure relates to Board and Ward 

allowance and subsistence allowance 

payments.  Supporting Minutes of the Board 

meetings and attendance registers were not 

made available for audit verification.  

NHIF and Maternity 15,558,188 Payment Vouchers for expenditure on NHIF 

and maternity expenses were not presented for 

audit verification.  

Other Payments   

Other 

Expenses(System 

Required Expenses) 

20,901,111 Payment Vouchers were not availed for audit 

verification. 

Fixed Deposit 

Account 

10,000,000 Payment Vouchers were not availed for audit 

verification. 

Education Loans 15,615,700 Payment Vouchers were not availed for audit 

verification 

NHIF and Maternity 

(Specialised Goods 

and Services) 

10,940,447 Payment Vouchers were not availed for audit 

verification 

Acquisition of Assets   

Construction and 

Civil Works 

540,000 The payment was made before the said activity 

commenced and further, no documentary 

evidence of work done was presented for audit.  
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Further, no reason was given as to why the 

payment was not made directly to the Kenya 

Bureau of Statistics. 

Construction and 

Civil Works 

425,952 Details of the trucks used and points of delivery 

were not specified. 

 Purchase of Motor 

Vehicles and Other 

Transport Equipment 

7,559,653 Records presented for audit review indicated 

that a sum of Kshs.6,700,653 was paid for 

supply of one 4x4 Heavy Duty Land Cruiser 

pick-up with 8-seater conversion.  However, 

the Inspection and Acceptance Committee 

Report was not availed for audit verification. 

Further, a  firm was paid a sum of 

Kshs.675,000 for supply of 5 TVS motor bikes 

while another was paid Kshs.2,250,000 for 

supply of fifteen(15) motor bikes but similarly 

the Inspection and Acceptance Committee 

Reports and log books  were not presented for 

audit verification. In addition, delivery notes, 

invoices and the Inspection and Acceptance 

Report in support of expenditure totaling to 

Kshs.9,150,600 paid for supply of two(2) Ford 

Ranger Double Cabin 4x4 vehicles procured in 

the previous year were not availed for audit 

review. Further, the expenditure 

(Kshs.9,150,600) has not been included in the 

financial statements.  

Purchase of Office 

Furniture and 

Institutional 

Equipment 

 

 3,412,329 The purchase requisitions, quotations, local 

Purchase Orders, delivery notes, Counter 

Receipt Vouchers and Stores Ledger Cards 

were not presented for audit review. 

Total 245,694,894  

 

In view of these anomalies, the propriety of expenditure totaling to Kshs. 245,694,894 on 

use of goods and services and acquisition of assets for the year ended 30 June 2016 cannot 

be confirmed. 
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Management response: 

Item                                           Amount 

(Ksh.) 

Anomalies   Noted Management Response 

Hospitality 

Supplies and 

Services  

6,772,620    The  lists  of  participants   and  

reports  on  the benefits                              

received  were  not  availed  for  

audit verification 

The list of participants and 

minutes/reports resulting from the 

meeting were submitted for 

verification. 

Routine 

Maintenance 

-Motor 

Vehicles  and 

Other 

Transport  

Equipment                                                                      

 

10,443,816     The   expenditure    was   not   

supported   with purchase    

requisitions, quotations,    

delivery notes and   an   

inspection   report   from   the 

Government   Mechanical   

Engineer.  Also the repairs were 

not entered in daily work tickets. 

There was no evidence to show 

approval of the garages   by the   

Department   of   Public Works. 

Supporting documents such as 

purchase requisitions, quotations, 

delivery notes and inspection reports 

from Government Engineers were 

attached for audit verifications. 

Also attached were copies of work 

tickets with entries of repairs done on 

respective motor vehicle,  

Domestic 

Travel and 

Subsistence 

Allowance          

20,707,481     The management   did not present 

for audit review work tickets, bus 

tickets,    signed attendance   

register/ schedules,   minutes   of 

meetings   attended,   work   

seminar/workshop programs   and   

reports    in   support   of   the 

expenditure. 

The supporting documents for 

domestic and subsistence allowances 

were submitted for audit verification. 

Foreign 

Travel and               

Subsistence                                                 

4,498,762     The   expenditure    was   not   

supported   with boarding   

passes,    air   tickets    and   reports 

arising from the foreign trips. 

Supporting documents, including the 

air tickets and reports arising from 

foreign trips for the foreign travel 

expenses were submitted for audit 

verification. 
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Foreign 

Travel and                  

Allowances                                                   

878,570     The   management    did   not   

avail   purchase Subsistence                                                

requisitions,    quotations    and   

Local   Service Orders (LSOs) to 

support the expenditure. 

Requisitions, quotations and copy of 

LSOs to support foreign travel 

expenditure were submitted for audit 

verification. 

Insurance 

Costs                  

 

44,909,090      Records presented for audit 

indicated that the expenditure       

included       group       personal 

insurance   totaling   to   

Kshs.19,702,974    and motor 

vehicle insurance totaling to 

Kshs.25,206,116.    However,   

the   list   of   all insured   motor   

vehicles   sums   assured,   the 

tender     opening,     evaluation     

and     award minutes, insurance 

policy documents, request for 

quotations, and list of staff 

covered were not presented for 

audit verification. 

 The list of motor vehicles insured, 

tender opening and evaluation and 

award minutes, insurance policy 

documents. Additionally, the list of 

staff insured under group personal 

insurance were submitted for audit 

verification. 

Printing, 

Publishing,              

Advertising  

and                                          

Publicity 

Awareness 

Campaigns 

5,843,488     The   expenditure    was   not   

supported    with payment 

vouchers 

The payment vouchers supporting 

expenditures in printing, publishing, 

advertising and publicity awareness 

campaigns were submitted for audit 

verification. 

Communicat

ion Supplies 

and Services.               

 

3,368,875     The expenditure related to air 

time which was paid   as   cash    

allowance    and    not   as   a                                                     

contracted item on which   tax   is   

payable. Further,     the     airtime     

register     was     not presented for 

audit review. 

The expenditures incurred were not 

solely for airtime but also payments to 

Safaricom Ltd for internet connectivity 

for the County Headquarters and other 

Sub county offices. 

The airtime purchased was to facilitate 

in effective coordination and planning 

of the various county activities and 

events during the period under review. 
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Rentals of 

Procured 

Assets 

8,235,936 The management     did    not 

present the supporting payment 

vouchers for audit review. 

 

Office and 

General 

Supplies and 

Services 

6,425,130 The      purchase      requisitions, 

quotations, counter receipt 

vouchers, stores ledger cards, the   

inspection   and   acceptance    

committee report, delivery notes, 

Local Purchase Orders were not 

availed for audit verification 

The County confirmed that the items 

which were earlier indicated as 

unverified had been filed separately 

from the payment vouchers and were 

submitted for audit verification. 

Other 

Operating                    

Expenses - 

Legal                                      

service.  

Dues/Fees, 

Arbitration 

and 

Compensatio

n Payments

 

  

3,243,000     The firm was not among those 

prequalified to offer legal 

services to the County. 

There was no summons from the 

Courts as evidence that there 

were court cases filed against the 

county government or the defunct 

councils. 

The selecting of lawyers to 

represent of the PPDA, the 

county government was not 

competitively done as 2005 as no 

evidence of any quotations raised 

was availed for audit review. 

We wish to confirm that the firm was 

among those prequalified by the Taita 

Taveta County Government and the 

payments were done for services duly 

offered by Kithi and Company 

Advocates while representing the 

County on various cases lodged 

against the County Government. 

An extract of prequalified list of 

suppliers, Court summonses and other 

supporting documents were submitted 

for audit verification. 

 

Other 

Operating 

Services-

Contracted 

Guards and 

Cleaning 

Services 

3,905,385 The quotations submitted by 

other firms and tender   analysis   

were   not availed   for audit 

review. 

Quotations from other firms that 

participated in the procurement and 

summary of analysis are were 

submitted for audit verification. 

Other 

Operating 

Services-

Contracted 

Guards and 

1,531,000 This was a transfer to Taita 

Taveta County Treasury Imprest 

Account from the Contracted 

Awards and Services.   However, 

documentary evidence showing 

The transfer was to facilitate payment 

for Mwangere Security firm which was 

providing security services to the 

County during the period under 

review. 
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Cleaning 

Services 

how the transfer was utilized was 

not availed for audit review 

payment voucher was submitted for 

audit verification. 

Fuel, Oils 

and 

Lubricants 

14,246,238 There was no evidence to show 

that the fuel was received, 

recorded and used for official 

purposes as fuel registers, work 

tickets and invoices were not 

presented for audit review. 

We wish to confirm that the fuel 

purchased was used to run County 

Motor vehicles and other equipment 

and machinery during the period 

under review.fuel registers, work 

tickets and invoices, were submitted 

for audit verification.  

Fuel, Oils 

and 

Lubricants 

6,217,200 Payment Vouchers  for fuel 

purported to have cost this 

amount were not availed for audit 

The payment vouchers were submitted 

for audit verification. 

Specialized  

Materials 

and Services 

-  Food 

and Rations 

3,147,900 This expenditure was not 

supported with purchase 

requisitions, quotations, Counter 

Receipt Vouchers (S.13), Ledger 

Cards (S.3), Counter Requisition 

and Issue Vouchers (S.11) or 

evidence of receipt by the 

beneficiaries and the Inspection 

and Acceptance Committee 

Report. 

The purchase requisitions, quotations, 

Counter Receipt Vouchers, inspection 

and acceptance reports and other 

support documents for procurement of 

food and rations were submitted for 

audit verification. 

Specialized  

Materials 

and Services 

- Uniforms  

and Clothing 

2,100,440 The expenditure was not 

supported with purchase 

requisitions, Counter Receipt 

Vouchers (S.13), Ledger Cards 

(S.3), Counter Requisition and 

Issue Vouchers (S.11) or 

evidence of receipt by the 

beneficiaries and Inspection and 

Acceptance Committee Report. 

The purchase requisitions, quotations, 

Counter Receipt Vouchers, inspection 

and acceptance reports and other 

support documents for procurement of 

Uniforms and clothing were submitted 

for audit verification. 

Board and 

Ward 

Allowances 

14,266,583 The expenditure relates to Board 

and Ward allowance and 

subsistence allowance payments.   

Supporting Minutes of the Board 

meetings and attendance registers 

The expenditure related to allowances 

paid to DATU SAWAZISHA Fund 

Board members who were overseeing 

the disbursement of loans and grants 

to Youth, Women and Persons Living 

With Disabilities. 
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were not made available for audit 

verification. 

The supporting documents, which 

includes meeting minutes and 

attendance registers were submitted 

for audit verification. 

NHIF and 

Maternity

  

15,558,188 Payment Vouchers   for 

expenditure   on NHIF Other 

Payments and maternity expenses 

were not presented for audit 

verification. 

The County stated that the accounts for 

NHIF and Maternity were operated 

under Voi County Treasury and the 

payment vouchers for NHIF and 

maternity   expenditures were 

submitted for audit verification. 

Other 

Expenses 

(System 

Required  

Expenses)                         

20,901,111      Payment Vouchers were not 

availed for audit verification 

Necessary supporting documents were 

submitted for audit verification. 

Fixed 

Deposit                      

Account                                                        

10,000,000     Payment Vouchers were not 

availed for audit verification. 

Necessary supporting documents were 

submitted for audit verification. 

Education  

Loans                

15,615,700       Payment  Vouchers  were  not 

availed for audit verification 

The payment vouchers were attached 

for audit verification. 

NHIF and 

Maternity          

(Specialized  

Goods and 

Services) 

Acquisition    

of Assets                                                        

10,940,447 Payment Vouchers  were  not 

availed for audit verification 

The payment vouchers were attached 

for audit verification.  

Construction  

and Civil 

540,000     The   payment   was   made   

before   the said activity 

commenced and further, no 

documentary evidence of work 

done was presented for audit.    

Further,  no reason  was given  as 

to why  the  payment  was  not 

made directly to the Kenya 

Bureau of Statistics 
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Construction  

and Civil 

Works 

425,952 Details   of   the   trucks   used   

and   points   of delivery were not 

specified. 

 

Purchase of 

Motor 

Vehicles and 

Other 

Transport 

Equipment 

7,559,653 Records  presented  for  audit  

review  indicated that  a  sum  of  

Kshs.6,700,653   was   paid  for 

supply  of one 4x4  Heavy  Duty  

Land  Cruiser pick-up  with  8-

seater  conversion.      However, 

the   Inspection   and   Acceptance    

Committee Report was not 

availed for audit verification. 

Further, a       firm    was    paid    

a    sum    of Kshs.675,000  for 

supply of 5 TVS  motor bikes 

while   another  was  paid   

Kshs.2,250,000   for supply  of 

fifteen(15)  motor  bikes  but 

similarly the  Inspection   and   

Acceptance    Committee Reports  

and  log  books    were  not  

presented for audit    verification.     

In   addition,    delivery 

• notes,   invoices    and    the    

Inspection    and Acceptance   

Report  in support  of expenditure 

totaling to Kshs.9,150,600  paid 

for supply of two(2) Ford    

Ranger    Double    Cabin    4x4 

vehicles  procured  in the  

previous  year  were not availed 

for audit review. Further, the 

expenditure (Kshs.9,150,600)    

had not been included in the 

financial statements 

Inspection and acceptance report for 

the purchase of 4*4 Heavy Duty Land 

Cruiser pick up and 20 motorcycles 

and their log books were attached for 

audit verification Additionally, 

delivery notes, invoices and 

acceptance report for purchase of 2 

Ford Ranger double cap were also  

attached for audit verifications. 

Purchase of 

Office 

3,412,329 The purchase   requisitions, 

quotations, local Purchase 

The supporting documents, i.e 

purchase requisitions, quotations, 
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Furniture and 

Institutional 

Equipment 

Orders,  delivery    notes,   

Counter Receipt  Vouchers  and  

Stores   Ledger  Cards were not 

presented for audit  review 

delivery notes, Counter Receipt notes 

were attached for audit verifications. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

4.0  Cash and Cash Equivalents 

 

4.1 Bank Reconciliations 

   

The statement of financial assets as at 30 June 2016 reflects a bank balance of 

Kshs.170,611,814. However, the bank reconciliation statements for the following bank 

accounts were not presented for audit review:  

 

Bank Name/Number Type of Bank 

Account 

Balance 

(Kshs.) 

Taita Taveta Deposits CBK Deposits 23,148,872 

Taita Taveta Revenue Fund CBK KShs Revenue 2 

Taita Taveta Revenue Collection Account No. Revenue 82,660,652 

Roads maintenance levy Account -  Roads 27,445,912 

KCB Emergency A/C No. Recurrent 158,432 

Kenya Commercial Bank A/C No. 

1152801015(Education) 

Recurrent 12,236,344 

Co-Operative Bank AC No. 01141222222000 Recurrent 17,692,440 

Kenya Commercial Bank 

A/CNo.1166131580(Datu Fund) 

Recurrent 3,094,970 

Moi Hospital Imprest A/C No. 1145667961 Recurrent 602,805 

Mwatate Hosipital Imprest Account NO 

1145668054 

Recurrent 278,950 

Tateta Hospital Imprets A/C No. Recurrent 2,220,479 
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Wundanyi Hospital Imprets A/C No. Recurrent 103,639 

Wesu Hospital Imprest A/C No. Recurrent 33,806 

Total  169,677,303 

 

In the circumstance, the validity of the balance of Kshs.170,611,814 cannot be confirmed. 

 

Management response: 

 

Name of Bank, 

Account No. 

Type of Bank 

Account 

Balance as per 

Financial 

Statement 

(Kshs) 

Management Response 

Taita Taveta Deposits 

CBK 
Deposits        23,148,872 

Bank reconciliations 

statements were submitted 

for audit verification. Taita Taveta Revenue 

Fund CBK 
Revenue                      2  

Taita Taveta Revenue 

Collection Account 
Revenue        82,660,652  

Roads mainatenance 

levy 

Roads 

        27,445,912  

Kcb Emergency A/C 

No. 

Recurrent 

 

                

158,432  

Kenya Commercial 

Bank  Ac No. 

1152801015(Education 

Fund) 

Recurrent        12,236,344  

Co-Operative Bank Ac 

No. 01141222222000 

(Datu Fund) 

Recurrent 

       17,692,440  

Kenya Commercial 

Bank  Ac 

No.1166131580(Datu 

Fund) 

Recurrent 

         3,094,970  

Moi Hospital Imprest 

Acct No. 1145667961 

Recurrent 
           602,805  
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Mwatate Hosipital 

Imprest Account No 

1145668054 

Recurrent 

                

278,950  

Taveta Hospital 

Imprest Account 

Recurrent              

2,220,479  

Wundanyi Hospital 

Imprest Account 

Recurrent                 

103,639  

Total    169,677,303   

 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

  

4.2 Recurrent A/C No.1000170263 

 

The bank reconciliation statement as at 30 June 2016 for the Recurrent Vote Bank Account 

No. 1000170263 at the Central Bank of Kenya reflects receipts in bank statement not yet 

recorded in cash book totaling to Kshs.9,190,704.55.  However, details on receipts totaling 

to Kshs.5,986,196.60 have not been provided. Further, Note 22A to the financial statements 

reflects a balance of Kshs.933,055 against the bank account yet the bank reconciliation 

statement reflects a balance of Kshs.94,269,203.25, thus resulting in a variance of 

Kshs.93,336,148.25 which has, however, not been explained. 

 

The bank reconciliation statement also reflects payments in cash book not in bank 

statement (un-presented cheques) totaling to Kshs.215,193,343.50, but payment dates and 

cheque numbers for expenditure totaling to Kshs.207,648,444.95 were not shown while 

payments totaling to Kshs.869,039 relate to stale cheques. Further, the bank reconciliation 

statement reflects payments in bank statement not in cash book totaling to 

Kshs.269,908,551.95 and receipts in cash book not in bank statement totaling to 

Kshs.5,749,333.35. However, no explanation has been given for the unbanked receipts and 

non-reversal of the stale cheques in the cash book. 
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Management response: 

We wish to confirm that the un-presented cheques as at 30th June, 2016  were Kshs. 

42,995,366.00 and not Kshs.215,193,343.50. The dates of clearance of the unpresented 

cheques in the bank statement has been indicated in the submitted bank reconciliation 

statement. The stale cheques have since been reversed and cash book updated accordingly. 

We also wish to inform that the recurrent account at CBK only receive funds for salaries 

and operations from CBK County Revenue Fund account and there is no other receipts 

posted there from any other source. All the resulted transfers from the CBK County 

Revenue Fund Account were all recorded and reconciled and all payments being posted in 

the cash book are those cleared in the Internet Banking system online hence no cheques. 

The payments appearing as un-presented are those paid in the system on 30th June, 2016 

and were cleared in the next working day. 

The cash book extract, bank reconciliation statement and copies of bank statement for 

further reference, were submitted for further reference. 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

2. The Committee also noted that there was poor record keeping in the 

procurement and accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

4.3 Development A/C No.1000170228  

The bank reconciliation statement as at 30 June 2016 for the development bank account at 

Central Bank of Kenya reflects payments in cash book not reflected in bank statement (Un-

presented cheques) totaling to Kshs.14,197,720.70 and payments in bank statement not yet 

recorded in cash book totaling to Kshs.55,048,281.15. However, the dates when these 

reconciling items were subsequently cleared were not provided for audit review. Further, 
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Note 22A to the financial statements reflects a balance of Kshs.1,456 for this bank account 

while the bank reconciliation statement reflects a balance of Kshs.50,744,071.50, thus 

resulting in a variance of Kshs.50,742,615.50 which has not been explained. 

 

Management response: 

The variances resulted from some payments that had been cleared in the bank statement 

but had remained un-posted in the cash book. We wish to report that the un-posted 

payments were subsequently recorded and the cash book updated accordingly as evidenced 

by the cash book extract and the reconciled bank reconciliation statement was submitted 

for audit verification. 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

2. The Committee also noted that there was poor record keeping in the 

procurement and accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

4.4 County Revenue Collection A/C No. 1140754017 

   

The cash book for the County Revenue Collection A/C No. 1140754017 at Kenya 

Commercial Bank Ltd was not presented for audit review. However, the account had an 

opening bank balance of Kshs.2,333,688 as reflected in the previous year’s audited 

financial statements and total collections of Kshs.197,351,681 during the year under review 

thus resulting in a total of Kshs.199,685,369.  During the year under review, transfers to 

the County Revenue Fund account totaled to Kshs.172,765,505 and therefore the expected 

closing balance was Kshs.26,919,801 which differs from the balance of Kshs.82,660,652 

reflected in Note 22A to the financial statements and the certificate of bank balance as at 
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30 June 2016.  The difference of Kshs. 55,740,851 between the two balances had not been 

explained.  

 

Management response: 

The difference of Ksh.55,740,851 was part of the revenues collected amounting to 

Ksh.197,351,681. The money was at KCB collection account no 1140754017 as at 30th 

June 2016. The same was transferred to Central Bank of Kenya in the financial year 

2016/2017. A copy of County Revenue Collection Account and CRF Account statement 

were submitted for further reference. 

 

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

 

4.5 Irregular Transfer of Funds from the Development Account to Recurrent 

Account 

 

Records presented for audit review indicated that during the year under review, the County 

Executive transferred development vote funds totaling to Kshs.501,000,000 to the 

recurrent account, contrary to Section 154(b) of the Public Finance Management Act, 2012 

which prohibits an Accounting Officer from authorizing transfer of amounts appropriated 

for capital expenditure, except to defray other capital expenditure. Further, out of the total 

amount transferred, a sum of Kshs.291,000,000 (58%) had not been refunded as at 30 June 

2016. 

 

Management response: 

The transfer was meant to defray some urgent expenditure, including payment of nurses 

salaries and allowances arrears following numerous strikes and work boycotts which had 

threatened to paralyze service delivery in the County Hospitals. This was also coupled by 

the little allocation the County is receiving which makes service delivery a big challenge. 
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Committee's observations and recommendations: 

The committee observed that there was transfer of funds from the development vote 

to recurrent account, which is contrary to Section 154(b) of the Public Finance 

Management Act, 2012 and recommends that; 

 

i. The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

ii. The controller of budget should enforce adherence of approved budgets  

iii. The Controller of Budget should strictly enforce provisions of Article 228 (5) 

on withdrawal of funds by the County Government entity. 

iv. National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget-on-

budget oversight, scrutinize budgets and participate in the budget cycle 

effectively. 

v. The budget ceilings for development and recurrent expenditure of 30% to 70% 

respectively should be followed strictly. 

 

4.6 Undisclosed Proceeds from Domestic Borrowings 

 

The statement of financial assets as at 30 June 2016 reflects a cash and cash equivalents 

balance of Kshs.171,233,294. Excluded from this is a bank overdraft of Kshs.185,000,000 

obtained by the County Executive during the year under review and processed through 

Operations Account No. 1140790064 at Kenya Commercial Bank Ltd, Wundanyi. Further, 

the cash book for this bank account reflected a negative balance of Kshs.302,177 as at 30 

June 2016 which, however, has not been disclosed in the statement of financial assets of 

the same date nor its bank reconciliation statement presented for audit verification. 

 

Management response: 

The loan of Kshs.185,000,000 has since been disclosed in the revised annual report and 

financial statements as at 30th June, 2016 were submitted for further verification. 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 
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Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

4.7 Cash Balance 

The statement of financial assets as at 30 June 2016 reflects a cash balance of Kshs. 

621,480. However, the Board of Survey (cash) certificates were not presented for audit 

verification. Consequently, the accuracy, validity and completeness of cash and cash 

equivalents balance of Kshs. 171,233,294 as at 30 June 2016 could not be confirmed. 

 

Management response: 

The boards of survey reports were attached for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

5.0    Accounts Receivables 

  

5.1 Outstanding Imprests 

 

Note 23 to the financial statements reflects an outstanding imprests balance of 

Kshs.28,748,849 out of which imprests totaling to Kshs.10,060,348 were outstanding for 

more than six (6) months. Further, the outstanding imprests include Kshs.10,025,123 being 

multiple imprests issued to some employees of the County Executive, contrary to the 

Government Financial Regulations and Procedures Section 5.6.6 which requires officers 

to surrender or account for previous imprests before being issued with another one. 

  

Further, the outstanding imprests balance of Kshs.28,748,849 differs from the sum of 

Kshs.22,918,827 captured in the Imprests Register. The difference of Kshs.5,830,022 

between the two sets of records has not been explained. 

 

In addition, reflected under Note 18 to the financial statements is other domestic accounts 

balance of Kshs.316,555,466.  Included in the balance are standing imprests totaling to 
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Kshs.30,209,420 expensed without surrender documents, contrary to Section 5.6.10 of the 

Government Financial Regulations and Procedures which requires the standing imprest 

holder to account for the imprests through original supporting payment vouchers that 

confirm that the expnditure was actually incurred, for the intended purposes and that there 

was no irregularity in the payment. 

 

Management response: 

The imprests that were outstanding for more than 6 Months were standing imprests issued 

for office use and are usually reimbursed whenever officers incur expenditure. They are 

usually surrendered towards the end of the financial year, i.e as at 30th June in the 

respective financial year. A holder of standing imprest can also have a temporary imprest 

hence the case of double imprests. 

The County Treasury has put in place measures to ensure that imprests are surrendered on 

in time and no officer takes more than one imprests. Recoveries are also being done through 

payroll for those who default to surrender in time. 

 

Committee's observations and recommendations: 

The Committee noted that the County Government entity had huge amounts of 

outstanding imprest and taking into consideration the duration of the audit exercise, 

there should not have been any outstanding imprest at the publication of the audit 

report. The Committee recommends that:  

 the Accounting Officer recovers the imprest with interest as per provisions of 

the PFM (County Governments) Regulation, reg. 93 (6); and  

 where the accounting officer does not recover the imprest, prosecution should 

be instituted for breach of PFM (County Governments) Regulations, Reg. 

93(7).   

 

5.2 Loans 

  

Note 23 to the financial statements reflects a loans balance of Kshs.15, 615,700 but for 

which the respective supporting schedules and documents were not presented for audit 

review. 

Consequently, the accuracy, completeness and propriety of accounts receivable balance of 

Kshs. 44,364,549 as at 30 June 2016 cannot be confirmed. 

 

Management response: 
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These were Education loans issued to support students in Colleges and Universities. The 

supporting schedules for the loan balance was attached for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

6.0  Other Receipts 

  

6.1 Unbanked Revenue Collections 

 

The statement of receipts and payments for the year ended 30 June 2016 reflects other 

receipts totaling to Kshs.197,351,805, which is a decrease of Kshs.56,620,284 or 22% from 

the sum of Kshs.253,972,089 reported in the previous year. The decrease is mainly as a 

result of underperformance in public health facilities operations. Further, out of the total 

revenue collected totaling to Kshs.197,351,805, an amount of Kshs.24,586,113 was not 

banked in County Revenue Fund Account at Central Bank of Kenya, contrary to Section 

109 (2) of the Public Finance Management Act, 2012 which requires the County Treasury 

for each County Executive to ensure that all money raised or received on behalf of the 

County Executive is paid into the County Revenue Fund. 

 

Management response: 

The underperformance in the public health facilities operations was due to the nurses strike 

which paralyzed the operations of the health facilities. The Kshs. 24,586,113 was 

comprising of Ksh. 18,240,957 which were refunds from loans to special groups under 

DATU Fund, and Ksh. 6,345,156 was revenue from other sources banked into County 

revenue fund CBK account. 

 

Committee's observations and recommendations: 

1. The Committee observed that there was under collection of revenue when 

compared with the last financial year. The Committee recommends the County 

Government to-  

 Automate Revenue Collection in the public health facilities 
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 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM 

Act. 

2. The committee also observed that funds to the tune of Kshs.24,586,113 were 

collected and spent at source and recommends that the accounting officer and 

any other officers responsible for committing the irregularities be prosecuted 

in line with Sec. 199 of PFM Act for breach of Sec. 109(2). 

6.2 Inconsistent Revenue Collection 

 

In addition, revenue collection over the previous three financial years was inconsistent, as 

shown below: 

  

   2015-2016   2014-2015  2013-2014 

 Particulars  Kshs   Kshs    Kshs   

Refunds of loans to special groups 

(DATU Fund) 

18,240,957  -   

Rents 6,372,976 13,028,273   

Receipts from Administrative Fees 

and Charges - Collected as AIA 

 -  -         

150,111,327 

Business Permits 47,613,598 45,865,182   

Cesses 49,350,242 33,428,866   

Poll Rates  - 18,350,359   

Plot Rents  - 386,370   

Other Local Levies 1,478,010 5,179,157   

Administrative Services Fees  - 345,363   

Various Fees  - 6,198,308   

Council's Natural Resources 

Exploitation 

3,429,582  -   

Sales Of Council Assets  - 5,666,140   

Lease / Rental of Council's 

Infrastructure Assets 

 - 988,977   

Other Miscellaneous Revenues  - 8,973,762   

Dry Maize Cess 227,150  -   

Livestock 588,962  -   

Market/Trade Centre Fee 12,800,346 12,386,039   

Vehicle Parking Fees 17,889,285 15,372,280   

Housing  -  -   
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Social Premises Use Charges 1,329,435 1,978,590   

Public Health Services  - 7,539,305   

Public Health Facilities Operations 31,537,957 67,679,968     

Environment & Conservancy 

Administration 

 - 1,463,600   

Slaughter Houses Administration 6,493,118 4,409,495   

Water Supply Administration  - 330   

Sewerage Administration  - 4,731,725   

Total 197,351,618 253,972,089 150,111,327 

 

As the data shows, Kshs.150,111,327 was collected and recorded in 2013/2014. The 

collections increased to Kshs.253,972,089 in 2014/2015 but dropped to Kshs.197,351,618 

or 41% in the year 2015/2016. 

 

Further, whereas the statement of receipts and payments for the year ended 30 June 2016 

reflects other receipts balance of Kshs. 197,351,618, collections through the County Pro 

accounting system totalled Kshs. 116,122,730, and collections through LAIFOMS totaled 

to Kshs. 67,199,345 all totaling Kshs. 183,322,075, thus resulting in unexplained variance 

of Kshs. 14,029,543 between the balance reflected in the statement and the respective 

accounting records. 

 

Management response: 

The balance of Kshs.14,029,543 were collections from County public Health facilities 

which are not linked to the system and they use miscellaneous receipts to collect and 

surrender revenue. 

 

Committee's observations and recommendations: 

The Committee observed that there was under collection of revenue when compared 

with the budgeted figure during the financial year. The Committee recommends the 

County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the Public 

Finance Management Act and provides information on the same within 60 days 

from the adoption of this report. 
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6.3 Receipt Books 

 

Review of the Counterfoil Receipt Books Register revealed that 672 receipt books issued 

to various Cashiers within the County had not been accounted for as at 30 June 2016. 

 

Management response: 

The County reported that the books that had not been cleared as at 30th June, 2016 were 

still with the revenue collectors in the various County departments and have since been 

returned and cleared.  

 

Committee's observations and recommendations: 

The Committee noted that the County executive did not account for 672 receipt books. 

This non-compliance to the PFM Act, may have resulted in loss of public funds and 

the Committee recommends the Accounting Officer should recover the full amount 

with interest as per provisions of the PFM (County Governments) Regulation, reg. 93 

(6); and where the accounting officer does not recover the above amount, prosecution 

should be instituted for breach of PFM (County Governments) Regulations, Reg. 

93(7).   

 

6.4 Land Rates not Disclosed in the Financial Statements 

  

The statement of receipts and payments for the year ended 30 June 2016 reflects Other 

Receipts totaling to Kshs 197,351,805. Excluded from Other Receipts balance of 

Kshs.197,351,618 are land rates of undetermined amount chargeable at the rate of 2% of 

the site value in accordance with the Taita Taveta Finance Act, 2014. Further, according to 

the Report of the Controller of Budget, land rates collected during the year under review 

totaled Kshs.14,346,412. 

 

Consequently, the accuracy and completeness of the other receipts balance of 

Kshs.197,351,618 for the year ended 30 June 2016 cannot be confirmed. 

 

Management response: 

The County executive reported that the land rates were usually collected together with other 

local revenues under the item Land rates and they are included in the figure of Kshs. 

197,351,805 as shown in the statement of receipts and payments as at 30th June, 2016, 

submitted. 

                                                     OTHER REVENUES 
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   2015-2016   2014-2015  2013-2014 

  Kshs Kshs Kshs 

Refunds of loans to special groups 

(DATU Fund) 

18,240,957  -   

Rents  4,292,12

2 

13,028,273   

Receipts from Administrative Fees 

and Charges - Collected as AIA 

 -  -         

150,111,327 

Business Permits 26,251,520 45,865,182   

Cesses 14,548,178 33,428,866   

Land Rates 14,346,412  18,350,359   

Plot Rents 96,360 386,370   

Other Local Levies 3,245,450 5,179,157   

Administrative Services Fees 412,100  345,363   

Various Fees  6,198,308   

Council'S Natural Resources 

Exploitation 

6,667,695  -   

Sales Of Council Assets  5,666,140   

Lease / Rental Of Council'S 

Infrastructure Assets 

 988,977   

Other Miscellaneous Revenues 26,930,367 8,973,762   

Dry Maize cess   -   

Livestock 1,564,340  -   

Market/Trade Centre Fee 12,179,566 12,386,039   

Vehicle Parking Fees 13,211,691 15,372,280   

Housing  -  -   

Social Premises Use Charges 1,329,435 1,978,590   

Public Health Services 8,626,590  7,539,305   

Public Health Facilities Operations 43,683,965 67,679,968   

Environment & Conservancy 

Administration 

 - 1,463,600   

Slaughter Houses Administration 1,724,870 4,409,495   

Water Supply Administration  - 330   

Sewerage Administration  - 4,731,725   

Total 197,351,618 253,972,089 150,111,327 
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Committee's observations and recommendations: 

The Committee noted that there was under-reporting of revenue collected and 

recommends that:  

 the CECM-Finance and the Accounting Officer should be held responsible for 

losses that may have occurred as a result of failure to put in place proper 

systems for revenue collection; and  

 the County CEO, the Accounting Officer and other officers responsible for any 

mismanagement of internal revenue should also be surcharged to the extent of 

the revenue that may not have been properly accounted for.  

 

 

7.0      Compensation of Employees 

The statement of receipts and payment for the year ended 30 June 2016 reflects 

compensation of employees’ balance totaling to Kshs. 1,839,175,096 against which the 

following observations were made: 

 

7.1 Irregular Payment of Mileage Allowances 

  

Included in the compensation of employees’ balance of Kshs. 1,839,175,096 is Kshs. 

526,024.80 in respect of mileage allowance paid to a County Executive Committee 

Member who is, however, facilitated with Government transport.  Section F.13 of the 

County Human Resource Manual, 2013 provides that all officers are eligible for 

commuter/transport allowance provided they are not facilitated with Government transport. 

 

 

Management response: 

The mileage was a payment to the former County Executive Committee for Water whose 

official car was involved in an accident on 23rd December, 2015 and was subsequently 

written off. Since there was no other vehicle available at that period, he was forced to use 

his own personal vehicle to attend to his official functions. The member has not been 

receiving commuter allowances as per the documents submitted. 

A copy of police report and payslip was submitted for further reference. 

 

Committee's observations and recommendations: 

The committee noted the irregularity in compensation to staff and recommends that 

all irregular payments to be recovered in full or the accounting officer be surcharged, 

if recovery is not effected. 
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7.2 Casual Wages 

Included in the compensation of employees’ balance of Kshs. 1,839,175,096 are basic 

wages of temporary employees totaling to Kshs. 267,345,443 but for which signed muster 

rolls to support casual wages totalling Kshs. 29,736,741.15 were not availed for audit 

verification. 

 

As a result, the accuracy, propriety and completeness of the compensation of employees’ 

expenditure balance totaling to Kshs. 1,839,175,096 for the year ended 30 June 2016 could 

not be confirmed. 

 

Management response: 

Copies of casuals master rolls to support the casual wages amounting to Kshs. 

29,736,741.50 were submitted for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance with 

section 156(1) of the Public Finance Management Act and provides a status report 

to the Committee within 60 days from the adoption of this report.  

 

8.0   Acquisition of Assets 

The statement of receipts and payments for the year ended 30 June 2016 reflects an 

acquisition of assets balance of Kshs.633,451,705. The following anomalies were observed 

in relation to the balance: 

 

8.1 Construction of Buildings 

 

8.1.1 Misallocated Expenditure 

Note 18 to the financial statements reflects construction of buildings expenditure balance 

of Kshs.120,428,072, out of which Kshs.17,243,618.40 relates to domestic travel, 

accommodation and subsistence allowance, supply and services and utilities which, 

however, represent misallocated expenditure. This is contrary to Sections 147 and 149 of 

the Public Finance Management Act, 2012 which provides that expenditure is limited to 

the item for which such expenses were budgeted for. 
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Management response: 

The domestic and subsistence allowances expenses reflected under construction of 

buildings were capitalized expenditure contained under the item of project management 

fees included in the bill of quantities for all county projects. It is a requirement that these 

expenditures are accounted for with signed schedules. 

  

Committee's observations and recommendations: 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualified personnel who are members of the respective professional 

bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-

Finance) should ensure adherence to paragraph 90 of the Public Finance 

Management (County Governments) Regulations. 

 

8.1.2 Proposed Alteration of Existing Theatre at Moi County Referral Hospital, Voi  

Included in the construction of buildings expenditure balance of Kshs.120,428,072 is Kshs. 

2,255,562 paid for work done on the proposed alteration of the theatre at Moi County 

Referral Hospital, Voi at a contract sum of Kshs.4,818,843. However, the Bill of 

Quantities, Tender Committee minutes and the Inspection and Acceptance Committee 

Report were not availed for audit verification. 

 

Management response: 

Bill of quantities, tender processing committee minutes and project inspection and progress 

reports were submitted for audit verifications. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  
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8.1.3 Proposed Construction of Administration and Devolution Offices at Chawia, 

Mwatate Sub-County 

Also, included in the construction of buildings balance of Kshs.120,428,072 is 

Kshs.5,400,000 paid for construction of administration and devolution offices at Chawia 

in Mwatate Sub-County at a contract sum of Kshs 23,660,147.64. However, the title deed 

or lease agreement and survey plan of the land on which the offices are situated, tender 

advertisement, site meeting minutes, and Report of the Committee of Inspection and 

Acceptance were not availed for audit verification. Further, although the project’s expected 

completion date was 9 February 2016, during site inspection in December 2016, windows 

and doors had not been fixed nor work on the drainage system finished. 

 

Management response: 

The County is currently in the process of getting titles for all its public utility land.  

The copies of tender advertisement, site meeting minutes and report of inspection and 

acceptance reports are hereby attached for audit verification. 

The County reported that the project is currently at its completion stage and windows ,doors 

and drainage system has been fixed, and pictures of the same were submitted. 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

2. The Committee further noted that incomplete projects indicate a disregard of 

project completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

 Projects that have been started should be completed to ensure there is value 

for the money invested;  

 Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  
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 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

8.1.4 Proposed Fencing of County Headquarters at Mgeno 

 

In addition, the construction of buildings balance of Kshs. 120,428,072 includes a sum of 

Kshs. 1,309,644 paid for construction of a chain link fence, security house and gate at 

County Headquarters at Mgeno at a contract sum of Kshs. 3,819,740. However, records 

availed for audit review indicated that the fence was done by different construction firm at 

a certified value of Kshs. 3,920,800. Further, during site inspection in December 2016, it 

was observed that some sections of the fence had been vandalized, while others were not 

done at all and in addition, no sign post was on the site to show that the construction works 

were on. 

 

Management response: 

We wish to confirm that there were two ongoing projects at the proposed County 

Headquarters at Mgeno. These were fencing which were being constructed by Mlawa 

Contractors at a cost of Kshs. 3,920,800 and guard house which was being done by Tsavo 

Trade Links Ltd at a cost of Kshs. 3,819,740.80, supporting documents submitted. 

 

Committee's observations and recommendations: 

The Committee further noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by 

County Attorneys;   

 Projects that have been started should be completed to ensure there is 

value for the money invested;  

 Payment of project works should only be done for the Certified works 

so that the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view 

of recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate 

budgetary provisions for projects should be undertaken to ensure timely 

completion.  
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8.1.5 Proposed Construction of ECDE Classroom at Ngararu 

 

Note 18 to the financial statements reflect construction of buildings balance of 

Kshs.120,428,072, out of which Kshs.1,200,000 was a transfer to Nguraru Early Childhood 

Development Education (ECDE) project account to facilitate the construction of a 

classroom and whose contract sum was Kshs.1,300,000. However, the title deed or lease 

agreement and survey plan of the land on which the classroom is situated, tender 

advertisement, site meeting minutes, and Report of the Committee of Inspection and 

Acceptance were not presented for audit verification. 

 

Records availed for audit review indicated that construction work was expected to start on 

21 April 2016 and end on 30 June 2016.  However, by December 2016 when physical 

verification was done, electrical wiring and the floor had not been done and further, the site 

had not been handed over to the project committee to confirm completion of the project. 

 

Management response: 

The County has commenced the process of acquiring land title as per the attached approved 

Development Plan. The tender advertisement, site meeting minutes are hereby attached for 

audit verification. 

The construction work has now been completed as the electrical wiring and the floor have 

been done as per the BQ. PDP, tender advertisement and minutes were submitted for audit 

verification. 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

2. The Committee further noted that incomplete projects indicate a disregard of 

project completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   
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 Projects that have been started should be completed to ensure there is value 

for the money invested;  

 Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

8.1.6 Completion of Marungu Dispensary 

Note 18 to the financial statements reflects construction of buildings balance of Kshs. 

120,428,072, out of which Kshs. 880,591 was paid for the proposed construction of a 

maternity block at Marungu Dispensary at a contract sum of Kshs. 5,970,450. However, 

the Inspection and Acceptance Committee Report, tender advertisement, title deed or lease 

agreement for the land on which the dispensary sits and the Bills of Quantities were not 

presented for audit review.  Further, a visit to the project site in December 2016, revealed 

that it had stalled at foundation level. 

Management response: 

We wish to report that the above works were advertised via Taita Taveta County Website  

The bill of quantities, land allotment documents and tender processing committee report 

were attached for audit verification. 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

2. The Committee further noted that incomplete projects indicate a disregard of 

project completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

 Projects that have been started should be completed to ensure there is value 

for the money invested;  



 
 

502 
 

 Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

8.1.7 Proposed Construction of a Social Hall at Langateni 

Included in the construction of buildings balance of Kshs. 120,428,072 is a sum of Kshs. 

4,516,007.60 paid for the construction of a social hall at Langateni. However, the 

respective Inspection and Acceptance Committee Report was not availed for audit 

verification. 

 

Consequently, the propriety and accuracy of expenditure totaling to Kshs. 120,428,072 

spent on the construction of buildings for the year ended 30 June 2016 could not be 

confirmed. 

 

Management response: 

A copy of inspection and acceptance report were submitted for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

8.2     Construction and Civil Works 

 

8.2.1 Construction of Pipeline Distribution for Mama Wajane 

Note 18 to the financial statements reflects construction and civil works balance of Kshs. 

124,353,022, out of which Kshs. 2,084,963 relates to construction of a water distribution 

pipeline for Mama Wajane.  The works included installation of the pumping system. 

However, during a site visit in December 2016, it was observed that the power supply had 
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not been connected and the pump was not functional.  Further, water test results to confirm 

that the water was suitable for human consumption were not availed for audit review. 

 

Management response: 

• KPLC power connection was in existence but was on disconnection due to unpaid 

electricity bill by Mama Wajane water project management committee. 

• Old pump which was not working was replaced with a new pump by the county 

government. 

The water quality report was submitted for further reference. 

 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

2. The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by 

County Attorneys;   

 Projects that have been started should be completed to ensure there is 

value for the money invested;  

 Payment of project works should only be done for the Certified works 

so that the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view 

of recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate 

budgetary provisions for projects should be undertaken to ensure timely 

completion.  

 

8.2.2 Rehabilitation of Ngangu Water Project 

Note 18 to the financial statements reflects construction and civil works balance of Kshs. 

124,353,022, out of which Kshs. 1,501,928 relates to rehabilitation of Ngangu Water 
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Project but the respective Bills of Quantities and certificates of completion were not availed 

for audit review. 

 

Management response: 

The bill of quantities and certificate of completion had since been submitted for audit 

verification. 

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

8.2.3 Malkoriti Water Project 

Note 18 to the financial statements for the year ended 30 June 2016 reflects construction 

and civil works balance of Kshs. 124,353,022, out of which Kshs. 1,192,610 relates to 

construction of a water distribution pipeline for Malkoriti Water Project. During a visit to 

the project site in December 2016, the project was not operational.  An old borehole and a 

water tank allegedly funded by the National Government Taveta Constituency 

Development Fund, several years back was adjacent to the project.  

 

Management response: 

County government constructed 50m3 overhead steel tanks on 15m high tower under 

Malkoriti B Water project and the pipeline was then connected to this tank and is now 

operational receiving water from the borehole onsite. Pictures of the project were 

submitted.  

 

Committee's observations and recommendations: 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommends that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, 

within 60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  
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8.2.4 Kisimenyi Borehole Water Project 

Note 18 in to the financial statements reflects construction and civil works balance of 

Kshs.124,353,022, out of which Kshs.3,509,234 relates to Kisimenyi Borehole Water 

Project. However, the Water Resources Management Authority’s Form WRMA 008 was 

not signed by an officer of the Authority. Further, during a visit to the project in December 

2016, it was confirmed that the bore hole was drilled but not put to use due to alleged 

salinity and lack of power connectivity. In addition, although an old water kiosk was 

located at the site, a new one was constructed next to it. Also, the chain link to the power 

house was not anchored for stability. 

 

Management response: 

• Signed WARMA form 008 (The department of water and sanitation was following up 

with WARMA on registration of all water abstraction sources within the county) was 

submitted. 

• Water quality report was submitted. 

• Project was completed and power is supplied through genset. 

• The new water kiosk was constructed in order to structurally sustain the loading of a 

10,000-litre water tank on top of its roof slab. 

• Chain link to the power house which was previously not anchored for stability had also 

been noted by the project supervisor and has since been corrected. 

Official water analysis report dated 29/04/2016 from coast water services board available 

in the file. Copies were submitted for verification. 

Completion certificate dated 3/5/2016 by Manken Geohydoteech Consultants was availed. 

For the power connectivity supply was to be connected through the last mile connectivity 

project to the power grid for the primary school, by the National Government. The project 

is still on-going and the delay was a result of the power supply. 

 

 

Committee's observations and recommendations: 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  
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 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

8.2.5 Ngambenyi Borehole 

 

Note 18 in the financial statements in addition, reflects construction and civil works 

balance of Kshs.124,353,022, out of which Kshs.2,500,000 relates to the Ngamenyi 

Borehole Water Project. The work entailed drilling, development, test pumping and water 

quality testing but the Water Resources Management Authority’s borehole completion 

record Form WRMA 009A was not signed by an officer of the Authority. Further, 

according to the chemical analysis report prepared by the water quality section of the Coast 

Water Services Board, the water from the borehole was not fit for human consumption.  

 

Management response: 

• WRMA borehole completion record form 009A (The department of water and sanitation 

is following up with WARMA on registration of all water abstraction sources within the 

county) was submitted. 

 • Water quality report indicates water not fit for human consumption subsequently the 

borehole was not developed any further and was not in use. 

Official water analysis report dated 14/08/2015 from coast water services board was 

availed. 

Completion certificate dated 20/5/2015 by Manken Geohydoteech Consultants available in 

the file. Was submitted. The WRMA form is normally meant to be for the Driller and the 

WRMA. Ngambenyi borehole had no power house that was to be constructed. 

 

Committee's observations and recommendations: 

The Committee noted that water project was not well conceptualized due to the the 

health concerns regarding the bore hole water. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated damages for 

non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value for 

the money invested;  
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 Payment of project works should only be done for the Certified works so that the 

County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and responsible 

officers should be investigated and prosecuted with a view of recovery of the funds 

lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

8.2.6 Construction of Kamleza Main Canal Water Project 

 

Included in Note 18 to the financial statements for the year ended 30 June 2016 is 

Kshs.124,353,022 in respect of construction of civil works, out of which Kshs.1,499,652 

is in respect of construction of Kamleza Main Canal Water Project of which the Bill of 

Quantities and certificates of completion were not presented for audit review. Further, at 

the time of project verification in December 2016, the canal had overgrown with 

vegetation, thus indicating that construction work had stalled. 

 

Management response: 

• Bill of quantities, and completion certificates were submitted. 

• The Project was completed and completion certificate issued in September 2016 

Contract documents were not presented during the auditing. However, copies of the same 

were later submitted for audit verification. 

As for the observed vegetation, this was normal considering that site visit was made six(6 

months after embankment was completed. 

 

Committee's observations and recommendations: 

1. The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

• Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

• Projects that have been started should be completed to ensure there is value 

for the money invested;  

• Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 
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• Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

• Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

2. The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report.. 

 

8.2.7 Kaloleni Water Project 

 

Included in Note 18 to the financial statements is an expenditure balance of Kshs. 

124,353,022 relating to construction of civil works, out of which a sum of Kshs. 

2,452,939.40 relates to Kaloleni Water Project whose contract sum was 

Kshs.14,907531.80. The works entailed pipeline installation and construction of a one 

hundred cubic meters (100m3) capacity water tank. However, the duration of the contract 

was not specified in the contract agreement. The project was verified in December 2016 

and the pipeline found to have been damaged. 

 

As a result of the cited irregularities and anomalies, the propriety and value-for-money for 

expenditure totaling to Kshs. 14,741,326.40 spent on water projects for the year ended 30 

June 2016 could not be confirmed. 

 

Management response: 

• Contract duration was specified in the tender document and conditions of contract as 

referred in the agreement form. 

 • The Pipeline which was found to have been damaged during verification in December 

2016 had also been noted by the project supervisor and has since been corrected. 

The pipeline was not vandalized. HDPE pipes that were observed on the site had been left 

by the contractor but the department made arrangements to transport them to the yard. 

Pipeline is not in use because the SGR constructed on top of the pipeline resulting to 

collapsing of the pipes. The Kenya railways in collaboration with the SGR are on the 

ground constructing a diversion of the section through a culvert. 
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Committee's observations and recommendations: 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

• Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

• Projects that have been started should be completed to ensure there is value 

for the money invested;  

• Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 

• Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

• Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

8.3  Purchase of Office Furniture and General Equipment 

 

Included in the acquisition of assets balance of Kshs. 633,451,705 is Kshs. 6,088,084 in 

respect of purchase of office furniture and general equipment, out of which Kshs. 1,499,900 

was paid to a furniture supplier for the Early Childhood Development and Education Centre 

for Sagalla Ward.  However, quotations, the Inspection and Acceptance Committee Report, 

Counter Receipt and Issue Vouchers (S.13), Counter Requisition and Issue Vouchers 

(S.11), distribution list, evidence of receipt by the beneficiaries, were not presented for 

audit review.  

 

Consequently, the propriety of expenditure totaling to Kshs. 1,499,900 spent on office 

furniture for the year ended 30 June 2016 cannot be confirmed. 

 

Management response: 

i)The quotations for the above tender were later made available for the auditors to verify.  

ii)The distribution list showing how the beneficiaries benefited from the distribution was 

later availed.  

iii)Inspection and acceptance committee reports were available for the Auditors to verify.  

 

Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 
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therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

8.4 Purchase of Specialized Plant, Equipment and Machinery 

 

8.4.1 Supply, Delivery, Installation and Commissioning of a CT Scan Machine 

         at Moi Referral Hospital, Voi 

Note 18 to the financial statements for the year ended 30 June 2016 reflects purchase of 

specialized plant, equipment and machinery at Kshs. 7,066,757. However, the balance 

excludes Kshs. 10,000,000, being part payment to a firm that supplied a CT scan machine 

to Moi Referral Hospital, Voi in 2014/2015 at a contract sum of Kshs. 43,240,542.80. 

Further, it was observed during a visit to the health facility that the equipment was partially 

installed and was therefore not in use. The management explained that some components 

of the equipment were yet to be received. 

 

Management response: 

The amount of Kshs. 10,000,000 was paid in the previous year 2014/2015 thus not captured 

in the current year 2015/2016. 

The parts which had expired were imported and the CT Scan machine once fixed will be 

taken to Taveta Hospital which is currently lacking one as Moi Hospital benefited from the 

machines which were being distributed through the National Government Managed 

Equipment Services, the status report on the CT Scan Machine at Moi Hospital, Voi was 

later availed for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

• Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

• Projects that have been started should be completed to ensure there is 

value for the money invested;  

• Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 
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• Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and Proper project conceptualization, project 

planning and adequate budgetary 

 

8.4.2 Supply, Delivery and Installation of Screen Walkthrough Machine 

 

Note 18 to the financial statements reflects purchase of specialized plant, equipment and 

machinery expenditure totaling to Kshs. 7,066,757. Included in the balance is Kshs. 

999,000 paid for supply, delivery and installation of two screen walk-through machines.  

Although the two machines were delivered, only one was installed, the other lay idle since 

delivery on 29 June 2015. 

 

Consequently, the propriety and value-for-money on expenditure totaling to Kshs. 

10,999,000 spent on the CT scan machine and screen walk-through machine during the 

year under review cannot be confirmed. 

 

Management response: 

During the purchase of the Machines, plans were that one machine to be installed at the 

front entrance while the other machine is installed at the back entrance. The machine which 

at the time of audit was still lying idle because it could not fit in the entrance well and plans 

were made to redesign the backdoors that the screen walk through machine would be fitted. 

 

Committee's observations and recommendations: 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

• Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

• Projects that have been started should be completed to ensure there is value 

for the money invested;  

• Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 

• Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and Proper project conceptualization, project 

planning and adequate budgetary 
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8.5 Pending Bills 

 

8.5.1 Note 18 to the financial statements reflects other domestic account balances 

totaling to Kshs. 316,555,466 relating to paid pending bills for previous years. 

However, the sum exceeds the audited balance of pending bills totaling to Kshs. 

295,480,688 as at 30 June 2015 by Kshs. 21,074,778 as detailed below: 

 

 

 

 

VOTE 

Amount Paid 

(Kshs) 

Pending Bill 

Balance As At   

30 June 2015 

(Kshs.) 

Excess 

Payment 

(Kshs.) 

  Kshs Kshs Kshs 

Recurrent     139,174,838          121,520,933     17,653,905  

Development     177,380,628          173,959,755       3,420,873  

Total   316,555,466       295,480,688    21,074,778  

 

The excess pending bills totaling to Kshs. 21,074,778 settled in the current financial year 

have not been explained. Further, included in the other domestic accounts balance of Kshs. 

316,555,467 is Kshs. 79,386,381.40 comprised of Kshs. 56,000,000 and Kshs. 

23,386,381.40 balances drawn from recurrent and development accounts repectively but 

for which the supporting documents were not presented for audit verification. 

 

Further, included in the other domestic accounts of Kshs. 316,555,466 is the sum of Kshs. 

5,599,955 paid to a supplier for delivery and installation of a standby generator at Moi 

Referral Hospital, Voi. However, despite the full payment having been made, the 

equipment was delivered in June 2016 and was therefore not a pending bill as at 30 June 

2015. In addition, it had not been installed at the time of the audit in December 2016. 

 

Management response: 

The procurement of the generator was budgeted for in 2014/2015 and although the amount 

was paid and the generator delivered on 2015/2016 the funds were committed in 2014/2015 

thus qualifies to be a pending bill for that year. 
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Committee's observations and recommendations: 

The Committee noted with concern the failure of the County Government entity to 

submit documents to the Auditor General so as to carry out an audit. The Committee 

therefore recommends that the accounting officer undertakes administrative actions 

forthwith against the responsible officers in accordance with section 156(1) of the 

Public Finance Management Act and provides a status report to the Committee 

within 60 days from the adoption of this report.  

 

8.5.2 Further, records presented for audit review indicated that the County Executive had 

pending bills totaling to Kshs. 785,643,869.04 as at 30 June 2016. However, the balance 

differs by Kshs. 48,176,075.20 from the cast balance of Kshs. 737,467,793.30. The 

difference has not been reconciled. Further, the pending bills have not been separated into 

recurrent and development components nor disclosed as an appendix in the financial 

statements as per the Public Sector Accounting Standards template.  

 

Consequently, the propriety and accuracy of the other domestic accounts balance of Kshs 

316,555,466 as at 30 June 2016 could not be confirmed. 

 

Management response: 

There was no response to the query. 

 

Committee's observations and recommendations: 

1. The Committee noted with concern the failure of the County Government entity 

to submit documents to the Auditor General so as to carry out an audit. The 

Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a status 

report to the Committee within 60 days from the adoption of this report.  

2. The Committee observed that pending bills may have adverse effects on the 

County Governments ability to obtain goods and services on credit from 

suppliers, may distort the planning and procurement and may expose the County 

Government to litigations that will cost huge amounts of money in legal fees and 

fines that may be imposed by courts of law. 

 

The Committee recommends that- 

 Pending bills should form the first charge in the budget of the successive financial 

year. 
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 The CECM-Finance should always ensure that a statement on county government 

debt management strategy is prepared in line with Sec. 123 of the Public Finance 

Management Act.  

9.0   Assets and Liabilities from the Defunct Local Authorities 

 

As in the previous year, the financial statements presented for audit review do not have 

disclosures on assets inherited from the defunct local authorities.  Further, no handing 

over report of the assets and liabilities was presented for audit review. 

 

Consequently, the validity and completeness of the assets and liabilities of the County 

Government as at 30 June 2016 cannot be confirmed. 

 

Management response: 

During the time of review the Transition Authority had not fully handed over the report 

on Assets and Liabilities, the County had only a draft report however in July 2018 

through the Intergovernmental Relations Technical Committee (IGRTC) the County 

managed to verify and validate the assets and liabilities formerly owned by the local 

authorities and came up with a final report that was later submitted for audit verification. 

 

Committee's observations and recommendations: 

1. The Committee noted that the process of identification and validation of 

assets and liabilities was a joint exercise by County Governments, National 

Government entities and the Intergovernmental Relations Technical 

Committee (IGRTC) and recommends that County Governments should 

prepare a register of assets and liabilities and designate an officer who shall 

be responsible for the custody and updating of the register the Committee 

also recommends that the County Government prepares a register of assets 

and liabilities and designate an officer who shall be responsible for the 

custody and updating of the register. 

2. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

 

10.0 Projects Verification 
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During audit verification on 18th and 19 January 2017, the following anomalies and 

irregularities on projects valued at Kshs. 49,718,556 were observed: 

              

Project Name Amount 

paid/Project 

Estimated 

Cost at 30 

June 

2016(Kshs) 

Irregularities/ Anomalies Noted 

Department of 

Agriculture 

  

Drilling of a borehole 

including installation of 

pumping system at 

Boniface Mghanga 

Primary School, Mbololo. 

2,005,000 The borehole was drilled but was not in 

use having been sealed after the water was 

tested and found unfit for human 

consumption. An additional one (on site) 

borehole was drilled but later abandoned 

after technical hitch was reportedly 

encountered. 

Roads Department   

Kituri-Mbela Road 4,647,698.69 The contractor was on site but indicated 

that the project was complete. 

Formation works and the drainage system 

not done. 

Section measuring about 0.5km expanded 

to 4m in width instead of 6m due to 

alleged dispute with a neighbouring school 

and a private land owner. 

Slabbing Sofia Bona and 

Birikani Road  

922,586.28 Slab seen chipping off on both sides of the 

road. 

(Concrete slab was used instead of tarmac 

as it’s more suitable for the soil structures 

of the area.)  

Construction of two 

Mazeras box culverts in 

Voi Town. 

1,598,801.69 Indicated as complete in status report yet 

the following was observed: 

 One culvert not constructed 
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 Both ends of the culvert not filled 

with murram and compacted, hence 

not usable. 

 Contractor not on site, stalled 

project 

Public Works 

Department 

  

Street Lights Project   

 Street Lights in 

Mganghe Dawida, 

Mghange 

Nyika,Lushangonyi 

,Mwaroko, and  

Mwanda Markets 

and shopping 

centres 

6,063,000 No street lights installed in Lushangoyi 

market. 

 Bura market (10 

Street Lights) 

8,407,000 Only 6 power poles installed without 

lighting. 

Fire Fighting Engine 13,750,000 Was involved in an accident and thus 

grounded. 

Tender and insurance documents not 

presented for audit review. 

Health Department   

Construction of Twin 

Staff House at Bura 

Dispensary – Phase 1. 

5,878,956.50 Indicated as complete although at roofing 

stage: Septic tank pit dug but floor 

plastering, glasses and ceiling board still 

undone.  

Water Department   

Jora Rock Rain Harvest 3,215,649  Metal structures used to anchor the 

pipeline but their bases appeared 

weak. 

 Pipeline used was of low quality. 

 The wash-out pipe not sealed  

 Constructed next to an existing 

spring water pipeline serving the 
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residents and which should have 

been renovated and expanded 

 Not complete but the contractor not 

on site. 

Construction of Marungu 

Water Project 

737,414  Stalled project with pipeline not 

reaching the water storage tank. 

Rukanga Rock Catchment 

Pipeline 

2,492,450  Pipeline leaking 

 Some sections not anchored leading 

to distortion of the pipe. 

 Cracks on the pipeline-anchoring 

slab.  

Total 49,718,556  

 

Consequently, the propriety and value-for-money for the sum of Kshs. 49,718,556 spent 

on these projects during the year under review cannot be confirmed. 

 

Management response: 

 

Project Name                                        Amount 

Estimated Cost  

at 30 June2016 

(Kshs) 

Irregularities/    

Anomalies   Noted 

Management Response 

Drilling of a 

borehole                    

including 

installation  of                                    

pumping system at                                           

Boniface Mghanga                                            

Pri. School,  

Mbololo.                                  

 

2,005,000     The borehole was 

drilled but was not in 

use having been sealed 

after the water was 

tested and found unfit 

for human 

consumption. An 

additional  one (on site) 

borehole was drilled but 

later abandoned after 

technical  hitch was 

reportedly encountered 

The borehole was 

abandoned as the water 

was found to be of high 

salinity. 

Kituri-Mbela  Road   4,647,698.69     The contractor  was on 

site but indicated that 

the project was 

The scope of the works 

entailed opening by 

formation of a section of 
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complete. Formation 

works and the drainage  

system not done. 

Section measuring 

about 0.5km expanded 

to 4m in width instead 

of 6m due to alleged 

dispute with a 

neighbouring  school 

and a private land 

owner. 

the road en-route to kituri 

high school and 

construction of a single 

cell box  culvert and a 

installation of s riding slab 

The sides had hard rock 

which makes it difficult to 

expand to the expected 

width 

 

Slabbing Sofia Bona 

and Birikani Road    

922,586.28     

 

Slab seen chipping off 

on both sides of the 

Birikani road. 

The slab was done 100% 

and due some vehicles 

deviating from the main 

slab to access a feeder road 

the edges gave in due to 

the traffic load. But 

structurally the slab is 

intact and will stand its 

design lifespan 

The slabs sides had been 

reinforced as and the 

pictures submitted.  

Construction  of two  

Mazeras box 

culverts  in Voi  

Town                

1,598,801.69 Indicated as complete 

in status report yet the 

following was observe 

•One culvert not 

constructed 

•  Both ends of the 

culvert not filled with 

murram and 

compacted, hence not 

usable. 

Contractor  not on site, 

stalled project 

During the financial year 

2015/2016 the county 

through the ward dev fund 

allocated in the budget 

1,600,000 to do 2 number 

box culvert in Mazeras 

area  kaloleni ward . after 

the approval of the budget 

a condition survey of the 

structures to be done was 

done. The report revealed 

that only one box culvert 

could be done at a cost of 

1,598,801 structure only 
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where backfilling could be 

varied to finish the road 

works. 

At the time of audit the 

contractor had executed 

the works as per the scope 

where backfilling was not 

done which was later done 

by works department using 

its own equipment  

Currently the road is in use 

 

Street Lights in 

Mganghe Dawida 

Mghange Nyika, 

Lushangonyi, 

Mwaroko, and 

Mwanda Markets 

and shopping 

centres                 

6,063,000     No street lights 

installed in Lushangoyi 

market 

 

Bura market 

(10Street Lights) 

 Only 6 power poles 

installed without 

lighting 

Installed, 8 in Bura Station 

and 2 in Bura mission 

Fire Fighting 

Engine                   

 

13,750,000   Was involved in an 

accident and thus 

grounded. Tender and 

insurance documents  

not presented for audit 

review 

Tender and insurance 

documents were submitted 

for audit verification 

Construction of 

Twin Staff House at 

Bura Dispensary 

Phase 1 

5,878,956.50 Indicated as complete 

although at roofing 

stage: Septic tank pit 

dug but floor plastering, 

glasses and ceiling 

board still undone. 

The floor plastering, 

glasses and ceiling boards 

has since been done, and 

pictures submitted. 

Jora Rock Rain 

Harvest               

3,215,649           Metal structures used to 

anchor the pipeline but 

Response 
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their bases appeared 

weak. 

•  Pipeline  used was of 

low quality. 

•   The wash-out  pipe 

not sealed 

•  Constructed  next to 

an existing spring water 

pipeline serving the 

residents  and which 

should have been 

renovated   and 

expanded 

• Not complete  but the 

contractor  not on site. 

 The metal structures 

used to anchor the pipeline 

were firmly fixed. 

  Pipeline line used was 

class B GI pipe as per the 

requirements of the BOQ  

 Washout pipe was 

completed and installed 

with control gate valve. In 

practice washout is not 

sealed instead it is 

operated using gate valve 

or sluice valve. 

 The Jora Rock Rain 

Water harvest project was 

constructed to supply 

water to a livestock 

trough. A 100m3 water 

storage tank to was 

intended to cushion 

against the drought season 

when the Jora rock water 

source dries up. The 

existing spring water 

pipeline was intended to 

remain serving the 

residents. 

  The Jora Rock Rain 

Water Harvest project 

whose scope was a water 

pipeline from the water 

catchment and 100m3 

water storage tank was 

duly completed under one 

contract as mentioned 

above  The water pipeline 

from the water storage 
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tank to the livestock water 

trough was to be 

implemented as another 

contract under the name 

Jora Rock Pipeline. Since 

by then no funds had been 

allocated for its 

implementation. This 

section is awaiting 

allocation of funds for its 

implementation. 

 

Construction of 

Marungu Water  

Project 

737,414 Stalled project with 

pipeline  not reaching 

the water storage tank. 

Response 

 Project was intended to 

2.5km distribution 

pipeline. Due to 

inadequate funds initial 

budgetary allocation was 

made for 1 km. No further 

fund allocation has been 

made since then  

 The pipeline was 

connected to an existing 

distribution pipe from the 

water storage tank to 

which it should have been 

connected. This was 

necessary to maintain a 

single outlet from the 

water storage tank. 

 

Rukanga Rock 

Catchment 

 

2,492,450 Pipeline   leaking 

•Some sections not 

anchored leading to 

distortion  of the pipe. 

 The section of the 

pipeline which was not 

anchored leading to 

disjointing of the pipeline 

at joints and leaking had 

also been noted by the 
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• Cracks on the 

pipeline-anchoring 

slab. 

project supervisor and has 

since been corrected. GI 

pipes were installed to 

replace the problematic 

section.  

 The cracked pipeline 

anchorages were 

demolished and 

reconstructed correctly 

 

 

Committee's observations and recommendations: 

1. The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 

 Contract agreements should have clauses with respect to liquidated 

damages for non-completion of contracts and should be drafted by County 

Attorneys;   

 Projects that have been started should be completed to ensure there is value 

for the money invested;  

 Payment of project works should only be done for the Certified works so 

that the County does not lose money for incomplete works; 

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

2. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

 

Budgetary Control and Performance 

11.0 Budget Absorption 
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During the year under review, Taita Taveta County Executive had a total budget of 

Kshs.4,137,574,760 comprising recurrent budget of Kshs.2,889,733,880 and development 

budget of Kshs.1,247,840,880. Actual expenditure reflected net under-absorption of 

Kshs.565,582,822 or 17.7% of the budget as summarized below: 

 

Vote 

Approved 

Budget for 

2015/2016 

Actual 

Expenditure 

for 205/2016 

Over- 

Expenditure 

 

Under-

Absorption  

  Kshs Kshs Kshs Kshs % 

Recurrent 

Vote 2,889,733,880       

   

3,058,361,643  

    

168,627,763 

 

- 5.8 

Development 

Vote 1,247,840,880      

         

513,630,295  -    

 

734,210,585 58.8 

Total 4,137,574,760        3,571,991,938       

   

168,627,763 

 

734,210,585 17.7 

 

The under-absorption of the approved budget resulted from failure by the County 

Executive to implement some recurrent activities planned for the year. The failure had a 

negative effect on service delivery to the residents of Taita Taveta County. 

 

Management response: 

There was no response on the querry. 

 

Committee's observations and recommendations: 

The Committee noted that the County Government had carried out poor budgeting 

and there was weakness in control of budget performance. The Committee 

recommended that- 

 The Controller of Budget should strictly enforce provisions of Article 228 (5) on 

withdrawal of funds by the County Government entity. 

 National Government entities should build the capacity of Members of County 

Assemblies (MCAs) to interrogate reports of the Controller of Budget on budget 

oversight, scrutinize budgets and participate in the budget cycle effectively. 

 The budget ceilings for development and recurrent expenditure of 30% to 70% 

respectively should be followed strictly. 

 

11.1 Development Budget 
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During the year under review, Taita Taveta County Executive allocated 

Kshs.1,247,840,880 for development expenditure but spent Kshs.513,630,295, thus 

resulting to under-expenditure of Kshs.734,210,585 or 58.8% of the budget as shown 

below:  

 

 

 

Item 

Approved 

Budget 

2015/2016 

 Actual 

Expenditure 

2015/2016  

 

Under 

Absorption 

 

%  

  Kshs   Kshs   Kshs.   

Compensation of 

Employees 

9,550,000 3,055,000 6,495,000 68.0 

Use of Goods and 

Services 

135,170,864 34,884,777 100,286,087 74.2 

Other Grants and 

Transfers 

11,700,000 11,179,000 521,000 4.5 

Acquisition of Assets 1,065,420,016 441,511,518 623,908,498 58.6 

 

Total 

 

1,247,840,880 

 

513,630,295 734,210,585 

 

58.8 

  

Thus the County Executive failed to implement or complete some projects. As such, the 

intended objectives of the annual budget were not achieved. 

 

Management response: 

The under absorption of the development budget was due to under collection of own source 

revenue hence the County could not implement its full budget. However, the County 

Government has put measures to enhance its revenue collection so that it can maximize the 

utilization of its budget. 

 

Committee's observations and recommendations: 

The committee observed that there was under expenditure of budget and 

recommends that; 

v. The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

vi. The controller of budget should enforce adherence of approved budgets  

 

11.2 Governor’s Budget 
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The Office of the Governor total budgetary allocation amounted to Kshs. 163,867,788 out 

of which the recurrent budget was Kshs. 134,588,800 while the development budget was 

Kshs. 29,278,988. The actual expenditure was Kshs. 148,722,929 and Kshs. 30,963,399 

for recurrent and Development respectively. This translated to overall over-expenditure of 

Kshs. 15,818,541 or 9.7%. The development vote was spent as follows: 

 

Item Description Budget 

Kshs. 

Actual 

Amount (Kshs) 

Variance 

Kshs. 

Non-Residential Buildings 0 789,402 789,402 

Payables from previous 

financial year 

26,278,988 28,072,785 1,793,797 

Research Allowances 3,000,000 2,101,212 (898,788) 

Totals 29,278,988 30,963,399 1,684,411 

In addition, out of the development expenditure allocation amounting to Kshs. 30,963,399, 

a sum of Kshs. 13,846,150 was transferred to the County Treasury Imprest Account 

apparently for non-capital expenditure. However, documents showing how the funds were 

utilized were not presented for audit. 

  

The Office of Governor’s recurrent budget of Kshs. 134,588,800 was spent as detailed 

below: 

 

Item Description Recurrent 

Budget 

Expenditure Variance 

  Kshs. Kshs. Kshs. 

Compensation of Employees  

45,218,659               
49,670,436 (4,451,777) 

Sub-Total         45,218,659  49,670,436 (4,451,777) 

Use of Goods and Services       

Utilities, Suplies and 

Services 

                   

491,135  
422,294 68,841 

Communication, Supplies 

and services 

               

4,585,000  
2,908,413 1,676,587 

Domestic Travel and 

Subsistence 

             

29,140,000  
27,132,118 2,007,882 

Foreign Travel and 

Subsistence 

 

          7,798,671  
9,331,677 (1,533,006) 
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Printing, advertising and 

information supplies & 

Services 

               

2,413,828  4,677,156 (2,263,328) 

Rentals of Produced assets           4,031,612  488,300 3,543,312 

Training Expenses              764,920  4,542,380 (3,777,460) 

Hospitality supplies and 

Services 

          6,474,687  8,454,000 (1,979,313) 

Fungicides, Insecticides and 

Sprays 

               50,000  48,000 2,000 

Office and General supplies 

and services 

             672,000  888,496 (216,496) 

Fuel Oil and Lubricants                

4,580,000  
12,653,500 (8,073,500) 

Routine Maintenance- Other 

Assets 

               

2,612,845  
2,300,000 312,845 

Refurbishment of Buildings                    

272,990  
256,430 16,560 

Purchase of Computers, 

Photocopiers & IT 

Equipment 

                   

370,000  350,000 20,000 

Other Operating Expenses         23,812,453  24,599,730 (787,277) 

Sub Total 88,070,141  99,052,494 (10,982,353) 

Other Payments       

 

Donations 

               

1,300,000  

                              

-    
1,300,000 

Sub-Total                

1,300,000  

                              

-    
1,300,000 

Total     134,588,800  148,722,929 (14,134,129) 

 

The approval by the County Assembly of Taita Taveta for the aggregate recurrent and 

development votes over-expenditure amounting to Kshs. 15,818,541 (as required under 

Section 131 of the Public Finance Management Act, 2012) was not presented for audit 

review. 
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Management response: 

The County uses IFMIS system in processing its expenditures. The excess in the vote as 

per above resulted from misclassification of expenditures during the report preparation and 

the anomaly had since been rectified and submitted- revised budget vs actuals template. 

 

Committee's observations and recommendations: 

1. The committee observed that there was over expenditure of budget and 

recommends that; 

 The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

 The controller of budget should enforce adherence of approved budgets  

 

2. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 

The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

 

11.3 Recurrent Budget 

 

During the year under review, Taita Taveta County Executive allocated a budget of Kshs. 

2,889,733,880 for recurrent expenditure against actual expenditure of Kshs. 3,058,361,643, 

resulting to net over-expenditure of Kshs. 168,627,763 or 5.8% comprising over 

expenditure of Kshs. 273,489,959 or 9.5% and under-expenditure of Kshs. 104,862,196 or 

3.6% as detailed below: 

 

 

Component 

Approved 

Budget  for 

2015/2016 

Actual 

Expenditure  

for 2015/2016 

Over   

 

Under %   

  Kshs  Kshs   Kshs   Kshs   

PAYMENTS        

Compensation 

of Employees 

   

1,642,994,847  
  1,836,120,096  193,125,249 - 11.8 

Use of Goods 

and Services 

      

770,430,161  
     737,709,369  

                      

- 
32,720,792 4.2 
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Transfers to 

Other 

Government 

Units 

80,430,798 56,587,125 - 23,843,673 29.6 

Other Grants 

and Transfers 

      

113,840,000 

        

127,342,294 
13,502,294 - 11.9 

Social Security 

Benefits 

        

41,800,156  

        

51,160,469  
9,360,313 - 22 

Acquisition of 

Assets 
240,237,918 191,940,187 - 48,297,731 20.1 

Repayment of 

Principal on 

Domestic and 

Foreign 

Borrowing 

- 44,845 44,845 - 100 

Other Expenses - 57,457,258 57,457,258 - 100 

Total 2,889,733,880 3,058,361,643 273,489,959 104,862,196  5.8 

 

Approval by the County Assembly of the over-expenditure of Kshs. 273,489,959 was not 

presented for audit review.  

 

Management response: 

The Management indicated that there was a challenge in uploading its first supplementary 

budget in the period under review whereby as the budget was being uploaded in the 

Hyperion module in IFMIS, departments were still making commitments in the IFMIS and 

due to reduction of votes in some budget lines it ended up as an over expenditure in IFMIS  

but in reality it was commitment made in IFMIS during supplementary changes. 

 

Committee's observations and recommendations: 

1. The committee observed that there was over expenditure of budget and 

recommends that; 

 The county assembly should be more vigilant in monitoring/oversight of 

expenditure of funds allocated to the county executive;  

 The controller of budget should enforce adherence of approved budgets  

 

2. The Committee noted with concern the failure of the County Government 

entity to submit documents to the Auditor General so as to carry out an audit. 
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The Committee therefore recommends that the accounting officer undertakes 

administrative actions forthwith against the responsible officers in accordance 

with section 156(1) of the Public Finance Management Act and provides a 

status report to the Committee within 60 days from the adoption of this report.  

 

11.4 Revenue Budget 

 

The statements of receipts and payments for the year ended 30 June, 2016 indicates that 

the County Executive collected other revenue totaling Kshs. 197,351,805 against a budget 

of Kshs. 352,805,992, resulting to a shortfall of Kshs. 155,454,187 or 44%. The 

management did not provide satisfactory explanation for the huge revenue shortfall. The 

under-collection indicates possible weaknesses in revenue management in such aspects as 

recording of revenue and enforcement of control systems. Under-collection of revenue 

negatively constraints service delivery and implementation of planned programs. 

 

Management response: 

During the period under review the Collector of revenue was unable to collect cess from 

one of its major revenue stream (Kishushe mining ore) due to a court order. The County 

government had anticipated to collect Ksh50 million, however that was never attained. 

Additionally the County Government as a mitigation measure managed to employ new 

revenue collectors and redeploying other staff so as to beef up capacity. 

 

Committee's observations and recommendations: 

The Committee observed that there was under collection of revenue when compared 

with the budgeted figure during the financial year. The Committee recommends the 

County Government to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection  

 Appoint/designate receivers of revenue pursuant to Section 157 of the Public 

Finance Management Act and provides information on the same within 60 days 

from the adoption of this report. 

 

12.0 Human Resources 
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Records presented for audit review indicated that during the year under review, the County 

Executive recruited one hundred and four (104) employees.  The following irregularities 

were noted with regards to the appointments: 

 

12.1 Recruitment of Nurses 

 

Records presented for audit indicated that the County Public Service Board advertised three 

positions of Registered Nurses who were required to possess among other qualifications, a 

Diploma in Nursing. However, contrary to this requirement, the Board shortlisted, 

interviewed and appointed three applicants with certificates in nursing. 

 

Management response: 

The Board did recruit 3 nurses who were certificate holders. This was necessitated by the 

fact that there was an acute shortage of staff in the Health sector and there was a challenge 

in attracting adequate numbers. The Board has since corrected the matter in line with the 

provisions of the County Government Act No. 17 of 2012 on action on irregularity of 

process and its says: 

 

“If it comes to the attention of the County Public Service Board that there is reason to 

believe that any process or decision under this Part may have occurred   in an irregular or 

fraudulent manner, the County Public Service Board shall investigate the matter and, if 

satisfied that the irregularity or fraud has occurred, the County Public Service Board may— 

(a) revoke the decision; (b) direct the concerned head of department or lawful authority to 

commence the process afresh; or (c) take any corrective action including disciplinary 

action.” 

 

Committee's observations and recommendations: 

The Committee noted that the County Government had weak internal Human 

Resource systems arising from a lack of policies to guide operations and recommends 

that the County Government develops a staff establishment, recruitment policy and 

staff management policy. 

 

12.2 Nutrition and Dietetics Officers 

 

Records presented for audit review indicated that the County Public Service Board 

appointed two candidates who ranked positions in five (5) and nine (9) out of the eleven 
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(11) interviewed for the position of Dietetics Officer. No satisfactory explanation was 

given why the better candidates were disregarded. 

 

12.3 Medical Laboratory Technologists 

 

Records presented for audit review indicated that the County Public Service Board 

employed twelve (12) Medical Laboratory Technologists, out of whom candidates who 

ranked 3rd and 4th in the interviews were dropped without satisfactory explanation. 

 

12.4 Community Health Assistants 

 

Available records indicated that the County Public Service Board appointed six officers 

who ranked 2nd, 4th, 5th, 6th, 10th and 15th to the position of Community Health Assistants, 

leaving out, without satisfactory explanation, candidates who ranked 1st and 3rd in the 

interviews.   

 

12.5 Pharmaceutical Technologists III  

 

The records further indicated that four (4) officers who ranked 1st, 2nd, 3rd, and 7th in the 

respective interview were appointed as Pharmaceutical Technologists III. However, no 

satisfactory explanation was given why the fourth ranked candidate was not employed. 

 

12.6 Physiotherapists 

 

The records indicated that three (3) officers who ranked 1st, 3rd, and 5th in the interview 

were appointed as Physiotherapists leaving out the 2nd ranked candidate. No satisfactory 

expalanation was given for the decision. 

 

12.7 Public Health Officers 

 

Records availed for audit review indicated that four officers were appointed to the position 

of Public Health Officers. However, one candidate was dropped without satisfactory 

explanation despite coming 2nd in the interviews.  

 

As a result of these anomalies, the recruitment and appointment of staff to the above 

positions would be deemed as irregular. 
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Management response: 

Recruitment of Medical Laboratory Technologist, Pharmaceutical Technologists, 

Physiotherapists, and Public Health Officers. 

Section 65 of the County Government no 17 of 2012 provides for Matters to take into 

account during appointments, 

(1) In selecting candidates for appointment, the County Public Service Board shall 

consider— 

(a)  the  standards,  values  and  principles  set  out  in  Articles  10,  27(4),  56(c)  and  

232(1)  of  the Constitution; 

(b) the prescribed qualifications for holding or acting in the office;  

(c) the experience and achievements attained by the candidate; 

 (d) the conduct of the candidate in view of any relevant code of conduct, ethics and 

integrity;   

(e) the need to ensure that at least thirty percent of the vacant posts at entry level are filled 

by candidates who are not from the dominant ethnic community in the county; 

(f) the need for open and transparent recruitment of public servants; and 

(g) individual performance. 

Article 232 (1) further elaborates on the matters to consider apart from merit as highlighted 

below: 

232. (1) The values and principles of public service include— 

(a) high standards of professional ethics; 

(b) efficient, effective and economic use of resources; 

(c) responsive, prompt, effective, impartial and equitable provision of services; 

 (d) involvement of the people in the process of policy making; 

(e) accountability for administrative acts; 

(f) transparency and provision to the public of timely, accurate information; 

(g) subject to paragraphs (h) and (i), fair competition and merit as the basis of appointments 

and promotions; (h) representation of Kenya’s diverse communities; and (i) affording 

adequate and equal opportunities for appointment, training and advancement, at all levels 

of the public service, of–– (i) men and women; (ii) the members of all ethnic groups; and 

(iii) persons with disabilities. 

Indeed all the candidates interviewed met the minimum threshold and for purposes of 

fairness and equity and in order to ensure that each region of the County is represented the 

Board did not pick candidates for the sole purpose of filling the vacant positions but by 

ensuring equal and regional representation. 

 

Committee's observations and recommendations: 
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The Committee noted that the County Government had weak internal Human 

Resource systems arising from a lack of policies to guide operations and recommends 

that the County Government develops a staff establishment, recruitment policy and 

staff management policy that can ensure equity and fairness in the recruitment of 

staff. 

 

13.0 Fixed Assets Register 

 

Review of the fixed assets register maintained by the the County Executive of Taita Taveta 

revealed that dates of assets acquisition, asset codes, dates of disposal and costs were not 

indicated. This was contrary to Section 149 (o) of the Public Finance management Act, 

2012 which requires the Accounting Officer designated to a County Executive to maintain 

an assets register that is current and accurate. In the circumstance, it was not possible for 

the management to track details of all the fixed assets for informed decision on acquisition, 

retention, or disposal of the County Executive fixed assets. 

 

Management response: 

During the period under review the County Government had no comprehensive Fixed 

Asset Register because the Transition Authority (TA) had not fully handed over the report 

on defunct local authorities’ assets and liabilities hence making it difficult to incorporate 

all assets however as at July 2018, with the help of Inter-Governmental Relation Technical 

Committee (IGRTC), the defunct local authority’s assets and liabilities were fully handed 

over to the County Government. Currently the County Government maintains a 

comprehensive and updated Fixed Asset Register that was submitted for audit verification. 

 

Committee's observations and recommendations: 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommends that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

 

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommends 
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that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 
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CHAPTER FIVE: COUNTY EXECUTIVE OF KILIFI  

 

5.1. FINANCIAL YEAR 2017/2018 

 

The Governor of Kilifi County, Hon. Jeffah A. Kingi appeared before the Committee on 

30th May, 2019 and 8th July, 2020 to respond (under oath) to audit queries raised in the 

Report of the Auditor General on Financial Statements for Kilifi County Government for 

the Financial Year 2017/2018.  

Qualified Opinion    

1.0. Inaccuracies in the Financial Statements 

The financial statements for the year ended 30 June 2018 availed for audit review had the 

following inaccuracies:  

1.1.   Variance Between Surplus Amount in the Statement of Receipts and 

Payments and the Amount Reflected in the Statement of Cash flows. 

The statement of receipts and payments reflects a surplus of Kshs. 247,076,841 while the 

statement of cash flows reflects net increase of cash and cash equivalents of Kshs. 

329,396,259, resulting to unreconciled nor explained variance of Kshs. 82,319,417. 

Consequently, the accuracy and completeness of the surplus figure of Kshs. 247,076,841 

in the statement of receipts and payments for the year ended 30 June 2018 could not be 

confirmed. 

Management Response 

The Governor informed the Committee that- 

1. The surplus/deficit of the statement of receipt and payment cannot be the same as 

the net increase in cash and cash equivalent since the statement of cash flow factors 

the increase/decrease in accounts receivables and accounts payable.  

2. The Kshs. 82,319,418 difference was the net increase in accounts receivables and 

payables as evidenced in the statement of cash-flow of the audited financial 

statements that has been provided. 

 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

the matter mitigated. The committee therefore observed that the matter stands 

cleared. 



 
 

536 
 

 

 

1.2. Variance Between Opening Balances and Prior Year Audited Financial 

Statements. 

The comparative figures reflected in these financial statements differ with the audited 

financial statements balances for the year 2016/2017 with a net balance Kshs. 287,236,428 

as summarized below; 

Financial 

Statement Item 

Figures as per 

Financial 

Statements for 

2017/2018 

Kshs 

Figures as per 

Audited Financial 

Statements for 

2016/2017 

Kshs. 

Variance 

Kshs 

Proceeds from 

domestic grant and 

foreign grants 

Nil 304,843,204 (304,843,204) 

County own – 

generated revenue 

674,617,674 665,814,286 8,803,388 

Bank Balance 599,389,096 590,585,708 8,803,388 

Total 1,274,006,770 1,561,243,198 (287,236,428) 

 

In the circumstances, the accuracy and completeness of the comparative balances totaling 

Kshs. 1,274,006,770 for the year ended 30 June 2018 could not be confirmed. 

Management Response 

The Governor informed the Committee that the variances were due to the following factors: 

I. The comparative figure of Kshs. 304,843,204 for fy2016/2017 was erroneously 

combined with transfers from other government entities of K.shs 134,226,000 to 

give a total of K.shs 439,069,204 as reflected in the statement of receipts and 

payments. (Note 2 and 3)  

II. There was an omission of Jibana sub-District hospital bank Account number 

1119390117 KCB Kilifi Branch in the2016/2017 financial statements with an 

amount of Kshs. 4,427,344 as per the attached copy of bank statement and amount 

of Kshs 4,376,044 adjustments of direct deposits in the CRF account which led to a 

prior year adjustment as per the amended financial statements. 

Committee’s Observations and Recommendations 
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The committee noted that the reconciliation was done County Executive and a 

corrected statement of receipts and payments were submitted to the auditor and 

verified therefore the matter stands cleared. 

 

1.3. Difference Between Financial Statements and Integrated

 Financial Management Information System (IFMIS) Balances 

The financial statements availed for audit review for the year ended 30 June 2018 were at 

variance with the Integrated Financial Management Information System (IFMIS) balances 

with net of figure amounting to Kshs. 3,240,602,298 as summarized below: 

Item Financial 

Statement 

Figure 

IFMIS Figure Variance 

Proceeds from 

Domestic & 

Foreign 

Grants 

583,123,717 445,414,513 (137,709,204) 

 

County Own 

Generated 

Revenue 

508,594,540 528,932,613 20,338,073 

 

Return Issues 

to CRF 

1,489,355 0 (1,489,355) 

Transfer from 

Other 

Government 

Units 

0 295,726,728 295,726,728 

Compensation 

of Employees 

3,357,579,534 2,213,051,583.15 (1,144,527,950.85) 

Use of Goods 

and Services 

2,090,636,135 978,603,642 1,112,032,492.25 
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Transfer to 

Other 

Government 

Units 

880,923,148 288,921,690 (592,001,457.55) 

Other Grants 

and Transfers 

897,867,702 350,000,000 (547,867,702) 

Social 

Security 

123,901,757 90,224,704 (33,677,052.55) 

Other 

Payments 

0 12,638,117 12,638,117.60 

Total 8,444,115,888 5,203,513,590 3,240,602 ,298 

 

In the circumstances, the accuracy, validity and completeness of Kshs. 8,444,115,88 for 

the year ended 30 June 2018 could not be confirmed. 

Management Response 

The Governor stated that- 

1. The variance between the IFMIS system and financial statements was due to IFMIS 

system challenges and the County engaged the IFMIS directorate to help in 

reconciling the ledgers though the matter had not been resolved by the time of 

submission of the financial statement to the auditor general.  

2. The reconciliation process was delayed by the countrywide withdrawal of IFMIS 

user rights at the close of the financial year.  

3.  Adjustments were made off the system to incorporate all transactions during the 

financial year.  

4. The financial statements have been prepared against actual transactions that were 

incurred by the County Executive of Kilifi. 

Committee’s Observations and Recommendations 

The committee noted that the county later submitted a reconciliation on the difference 

between financial statements and the IFMIS to the Office of the Auditor General and 

therefore the matter stands cleared. 

 

2.0. Cash and Cash Equivalents 
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2.1 Retention Bank Account 

Note 13A to the financial statements reflects bank balance of Kshs. 943,922,434 as at 30 

June 2018. Included in this figure is retention bank account balance of Kshs. 117,194,233. 

However, scrutiny of records availed for audit review indicated that during the year under 

review, payments amounting to Kshs. 112,193,713 were paid as temporary imprest and 

salaries expenses out of the retention bank account. The amounts paid were irregularly 

charged to retention account as the account is supposed to hold only retention money for 

contractors. This was contrary to Regulation 53(1) of the Public Finance Management 

(County Governments) Regulations, 2015 which states that except as provided for in the 

Act and these Regulations, an accounting Officer of an entity may not authorize payment 

to be made out of funds earmarked for specific activities for purposes other than those 

activities. 

 

The balance is reported under note 15A as borrowing from retention in the financial  

 

Consequently, the regularity of the payment of Kshs. 112,193,713 from the retention 

account could not be ascertained and accuracy of the retention balance of Kshs. 

117,194,233 as at 30 June 2018 could not be confirmed. 

 

Management Response 

The Governor stated that- 

1. Pursuant to Sec 83 (1) of the PFM Regulations 2015, the County Executive of Kilifi 

spent a total of Kshs112,193,713 in the financial year 2017/2018 from the Retention 

account to pay salaries and other obligations which had fallen due.  

2. This borrowing from the retention account was caused by delay in release of funds 

from the national treasury which led to a cash flow crisis that necessitated urgent 

interventions. 

3. The withdrawal from the retention account was necessitated by a delay in 

disbursement of funds from National Treasury in the month of July, 2017. 

 

Committee’s Observations and Recommendations 

 

The committee noted the County borrowed the money from the Retention Account 

instead borrowing expensive Commercial Bank loans which would accrue interest 

costs and the money was refunded to the Retention Account in September, 2018 and 

therefore the query stands cleared.  
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2.2 County Revenue Fund 

Note 13A to the financial statements reflects bank balance of Kshs.943,922,434 as at 30 

June 2018. Included in this figure is County Revenue Fund account balance of 

Kshs.274,199,491. However, the cashbook and bank reconciliation as at 30 June 2018 

reflects a balance of Kshs.281,245,171 resulting to unreconciled nor explained variance of 

Kshs.7,045,680. Further, the bank reconciliation as at 30 June 2018 reflects receipts in bank 

not yet recorded in cash book of Kshs.4,770,724. The receipts are dated from 19 Sep 2016 

to 6 November 2017. It was not explained why the receipts have not been recorded in cash 

book. 

 

In the circumstances, the accuracy and completeness of the bank balances of 

Kshs.943,922,434 as at 30 June 2018 could not be ascertained. Further, it is clear indication 

that income for those respective years have been understated by the same amount. 

 

Management Response 

The Governor informed the Committee that- 

1. At the time of the audit the receipts were omitted in the cashbook which has so far 

been rectified and included in the cashbook.  

2. The cashbook was adjusted to the correct balance of Kshs. 274,199,491 which was 

the same as the reported bank balance in the audited financial statements. The 

County submitted to the Committee for verification the CRF bank reconciliation, 

cashbook and bank statement.  

 

Committee’s Observations and Recommendations 

The committee noted that the management had undertaken mitigation measures, 

however the failure to submit documents resulted to auditors not being able to do a 

verification during the time of audit.  The committee recommends that the 

management should strictly adhere to Section 31 (4) of the Public Audit Act, 2015.  

 

2.3 Development Bank Account 

Note 13A to the financial statements reflects bank balance of Kshs.943,922,434as at 30 

June 2018. Included in this figure is development bank account balance of 

Kshs.74,303,449. However, the cashbook and bank reconciliation as at 30 June 2018 

reflects a balance of Kshs.74,873,499 resulting to unreconciled nor explained variance of 

Kshs.570,050. 



 
 

541 
 

In the circumstances, the accuracy and completeness of the bank balances of 

Kshs.943,922,434 as at 30 June 2018 could not be ascertained. 

 

Management Response 

The Governor stated that:  

1. The cashbook was adjusted to the correct balance of Kshs. 74,303,449.40 which 

was the same as the reported bank balance in the audited financial statements.  

2. This adjustment was as a result of a payment of K.shs 570,049 Paid on 23rdJune, 

2018 but bounced back on 11thJuly, 2018.  

The County provide for verification the Development bank reconciliation, cashbook and 

bank statement extract.  

 

Committee’s Observations and Recommendations 

 

The Committee noted that there was poor book keeping which may have arisen as a 

result of capacity challenges in the procurement and accounting departments. The 

Committee recommends that- 

 The registry, procurement and accounting departments be staffed with 

qualifies personnel who are members of the respective professional body. 

 The Accounting Officer (CEC for Finance) should ensure adherence to PFM 

County Government Regulation paragraph 90 

 

 

3.0. Accounts Receivables 

3.1. Accounts Receivables - Outstanding Imprest 

The statements of assets and liabilities as at 30 June 2018 reflects accounts receivables 

balance of Kshs. 51,312,864. Included in this figure and as disclosed in Note 14 to the 

financial statements for the year ended 30 June 2018 is outstanding imprests of Kshs. 

8,072,124. Support schedule listing officers with outstanding imprests as at 30 June 2018 

reflects a balance of Kshs. 9,243,024 resulting to unexplained nor reconciled variance of 

Kshs. 1,170,900. Further, review of support schedule of the balance revealed that imprest 

amounting to Kshs. 4,564,162 have been outstanding for more than one year. This is in 

contravention of Section 93(5) of the Public Finance Management (County Government) 

Regulations, 2015 which requires imprests to be surrendered within 7 working days after 

return to duty station. 
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Consequently, the accuracy and regularity ofimprest balance of Kshs. 8,072,124 as at 30 

June 2018 could not be confirmed. 

 

Management Response 

The Governor informed that- 

1. The supporting schedule for outstanding imprest as at 30th June 2018 showed a total 

of Kshs. 8,072,124 which was reflected in the statement of assets and liabilities of 

the audited financial statements.  

2. The county was ensuring that imprest are issued and recovered as per the PFM Act, 

2012 and PFM (County Government) Regulations 2015. 

 

Committee’s Observations and Recommendations 

 

The committee noted that imprest was being recovered and management submitted 

documents showing evidence of recovery and other actions taken. The Committee also 

observed that section 93 of PFM Regulations was clear on imprest management. The 

committee recommended that the Governor should ensure compliance with section 

93 of the PFM Act including recovery of imprest with interest. The committee 

therefore observed that the matter stands resolved. 

 

3.2. Accounts Receivables - Loss of Cash 

As reported previously, note 14 to the financial statements reflects accounts receivables 

balance of Kshs.51,312,864 as at 30 June 2018. Included in this figure is other accounts 

receivables- loss of cash of Kshs.43,240,740. The schedule availed for audit revealed the 

total amount of cash lost before recovery was Kshs.51,569,775, out of which an amount of 

Kshs.8,329,035.60 was recovered, resulting to an unaccountable loss of Kshs.43,240,740. 

These amounts were lost through online transfer of funds without supporting vouchers. 

Consequently, the accuracy and completeness of the account’s receivables balance of 

Kshs.43,240,740 as at 30 June 2018 could not be ascertained. 

 

Management Response 

The County Government, upon noticing the fraud of Kshs. 51M, reported the matter to 

oversight agencies including the EACC and Anti bank fraud unit. Investigations were 

commenced and suspects taken to court. The County Government also filed recovery 

proceedings against all the recipient companies and both matters are still active in court. 

So far Kshs. 8M has been recovered. 
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Committee’s Observations and Recommendations 

 

The Committee noted that the County Executive was able to detect fraud and had 

taken actions of reporting to EACC and making recovery proceeding. The committee 

recommends that the EACC should expedite the conclusion of the matter.  

 3.3. Proceeds from Domestic and Foreign Grants 

The statement of receipts and payments for the year ended 30 June 2018 reflects proceeds 

from domestic and foreign grants of Kshs.583,123,717. Included in this balance is a 

disbursement for user fees foregone amounting to Kshs.65,756,778 and which was not 

disbursed. This was contrary to the conditions of the grant as captured in the County 

Revenue Fund Act, 2017, which is effected through County Allocation of Revenue Act of 

each financial year passed by the Senate. 

In the circumstances, the value for money and the intended objective for disbursements 

amounting to Kshs.65,756,778 for the year ended 30 June 2018 could not be confirmed. 

 

Management Response 

The County responded- 

1. In Accordance to Note 2. to the financial statements on proceeds from Domestic and 

Foreign grants, the amount received on account of user fees foregone for financial 

years 2016-2017 and 2017-2018 was Kshs26,392,597 and not K.shs65,756,778 

indicated in the query.  

2. These were received in the Kilifi County Revenue Fund Account on 26thJanuary 

2018 and 14th May 2018 respectively. 

3.  The two disbursements were transferred to the facilities on June 2018 and 

November 2018. 

Committee’s Observations and Recommendations 

The committee observed Poor book keeping in the side of accounting officer in 

regards to reporting of the receipts this resulted to late submission of documents. The 

committee also observed the difference in capturing the figures between the Audit 

amount and CARA amount. The committee recommends that the accounting officer 

should adhere to the requirement of the law on reconciling actual receipts and figures 

passed in CARA. The committee further recommends that the management should 

adhere to Section 31 (4) of the Public Audit Act, 2015.  
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4.0. Use of Goods and Services 

4.1. Routine Maintenance of Other Assets 

Note 7 to the financial statements for the year ended 30 June 2018 reflects payments for 

routine maintenance of other assets of Kshs. 121,071,750. This included a payment of 

pending bills amounting to Kshs. 9,144,730. However, review of closing pending bill list 

for the year 2016/17 did not include this amount. 

In the circumstances, the validity, accuracy and completeness of expenditure on routine 

maintenance of other assets of Kshs. 121,071,750 for the year ended 30 June 2018 could 

not be ascertained. 

Management Response 

The Governor stated amount was for work that had been procured but the suppliers had not 

raised invoices by the end of the financial year could not recognize the same as pending 

bills. 

Committee’s Observations and Recommendations 

The committee noted that there was lack of capacity in the Finance department 

resulting to poor record keeping. The committee also noted that management did not 

keep records on commitment and the actual payments separately and therefore, the 

County Executive did not comply with the provisions of Sec 31(4) of the Public Audit 

Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 

 They County should adhere to Sec 31(4) of Public Audit Act, 2015 

 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit. 

4.2. Other Operating Expenses 

Note 7 to the financial statements for the year ended 30 June 2018 reflects payments for 

other operating expenses of Kshs.397,860,718. Included in this amount is an expenditure 

of Kshs.97,617,358 for legal fees. However, the expenditure was for proceedings dating as 

far back as the year 2015 and yet the same had not been disclosed as pending bills in the 

previous years. 

Consequently, the validity and completeness of payments for legal fees amounting to Kshs. 

97,617,358 for the year ended 30 June 2018 could not be confirmed. 
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Management Response 

The Governor responded as follows- 

1. The exact amount could not be determined and disclosed as pending bills since some 

of fee notes were very high and so negotiation between the legal firms and office of 

the county attorney were underway with a view to scale down the fees.  

2. Most of these matters were still active in court again making it harder to establish 

the final legal fees to be charged. 

Committee’s Observations and Recommendations 

The committee noted that there was no provision of the legal contingency cost over 

the period from 2015/2016.  The committee also noted that the figure of Kshs. 

97,617,358 was too high and it included matters dating back to 2015, which are still 

active in court.  

The committee recommends that the accounting officer should adhere to set 

standards by Public Sector Accounting Standards Board (PSASB) on disclosures. The 

committee further recommends that the county executive should endeavour to 

negotiate a lower figure.  

5.0. Acquisition of Assets 

The statement of receipts and payments for the year ended 30 June 2018 and as disclosed 

in Note 12 to the financial statements reflect acquisition of assets of Kshs3,446,122,495. 

This includes a payment of Kshs. 750,136,952 for construction and civil works. Included 

in this figure is payment of Kshs. 7,166,157 for the construction of a water supply project. 

However, the construction was procured through restricted tender and awarded the contract 

at price of Kshs. 23,887,188.07 against a budgeted amount of Kshs. 20,000,000. During 

the year under review, final payment of Kshs. 7,166,157 was made. However, project 

verification revealed that part of the pipeline was laid in the storm water drain leaving some 

parts exposed. 

In addition, marker post for the pipeline route was not installed as per the bill of quantity. 

This was contrary to Section149(1) of Public Finance Management Act, 2012 which 

requires an accounting officer for a County government entity to be accountable to the 

County Assembly for ensuring that resources of the respective entity for which he or she 

is the accounting officer are used in a way that is lawful and authorized, efficient, 

economical and effective. 
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In the circumstances, the validity, regularity and value for money of the expenditure of 

Kshs. 7,166,157 for the construction of a water supply for the year ended 30 June 2018 

could not be ascertained. 

Management Response 

For the storm water drain exposed section, the Department wrote to the contractor to 

consider putting anchor blocks just high enough to check any further exposure as well as 

the indicator marker posts to be in place before processing of the retention amount which 

was done. 

On the issue of budget allocation, this project had Kshs. 24,000,000 in the Financial Year 

2016/2017 of which the second payment certificate of Kshs. 7,166,157 was paid at 

completion of the project which happened in the subsequent Financial Year 2017/2018. 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

OTHER MATTER 

1.0. Budgetary Control and Performance 

1.1. Budget Utilization 

According to the summary statement of appropriation: recurrent and development 

combined, the County Executive had an approved budget of Kshs. 12,126,905,105 for the 

financial year 2017/2018 against actual expenditure of Kshs. 10,797,030,770 resulting to 

an overall under expenditure of Kshs. 1,329,874,335 or 11% as detailed below: 

 

 

 

Components 

 

Final Budget 

2017/2018 

Kshs. 

 

Actual on 

comparable 

basis  

Kshs. 

 

Under 

Expenditur

e 

Kshs. 

 

Over 

Expenditure 

Kshs. 

 

% 

Varia

nce 

Compensation of 

Employees 

3,275,670,00

0 

3,357,579,53

4 

 81,909,534 3% 

Use of Goods and 2,330,956,79 2,090,636,13 240,320,65 0 10% 
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Services 1 5 6 

Transfer to Other 

Government units 

 

1,050,223,14

8 

 

880,923,148 

 

169,300,00

0 

  

16% 

Other Grants and 

Transfers 

1,351,019,25

8 

897,867,702 453,151,55

6 

0 34% 

Social Security 

Benefit 

 123,901,757  123,901,757 100% 

Acquisition of Assets 4,119,035,908 3,446,122,49

5 

672,913,41 3 
 

16% 

Total 12,126,905,1

05 

10,797,030,7

70 

1,535,685,6

26 

205,811,291 5% 

 

From the above analysis, it was observed that the County Government overspent by a total 

of Kshs. 205,811,291 on two (2) votes and the approval by the County Assembly was not 

availed for audit. Further, the County underspent by a total of Kshs. 1,535,685,625 on four 

(4) votes, an indication that some development activities planned for the year that were not 

undertaken. This may have had a negative effect on delivery of goods and services for the 

residents of Kilifi County. 

Management Response 

The Governor responded that- 

1. The under-utilization of Kshs1,329,874,335 or 11% of the budget was mainly 

attributed to the delayed release of funds from the national treasury and partly on 

slow implementation of projects. 

2. During the financial year 2017/2018, disbursements were always in arrears by a 

month and the last disbursement of Kshs796,072,000 was received on 4th July, 2018 

a few days after the financial year came to an end. It was therefore impossible to 

absorb the funds before the end of the financial year.  

The submitted for verification a copy of the bank statements confirming receipt of the last 

disbursement of Kshs796,072,000 on 4th July, 2018.  

Committee’s Observations and Recommendations 

The committee observed that the National Treasury has delayed to disburse funds to 

counties contrary to approved schedules set out by CARA, in contravention of Article 
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219 of the Constitution. This breach has led to late release of substantial cash 

disbursement towards the last weeks to closure of financial years portraying counties 

as entities have no capacity to absorb monies disbursed to them. This has also led to 

accumulation of huge pending bills and portrays the incorrect position of surplus in 

the Financial Statements.  The committee recommends that the Cabinet Secretary for 

National Treasury should strictly adhere to release of funds to county Government 

entities as per the approved cash disbursement schedule as approved by the Senate. 

 

1.2. Variance Between Appropriation Amount and Forward by County Executive 

Committee Member for Finance 

The forward by CEC member for Finance on page v of the financial statements indicates 

approved budget for 2017/2018 of Kshs. 9,950,000,000 while statement of appropriation 

indicates an amount of Kshs. 12,126,905,105, resulting to unexplained nor reconciled 

variance of Kshs. 2,176,005,105. 

Management Response 

The amount of Kshs. 9,950,900,000 reported in the forward by the CEC Member finance 

in the audited financial statement was the equitable share allocation for Kilifi County 

Government and not the full budget for the financial year.  

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

2.0 County Own Generated Revenue - Under Collection 

The statement of receipts and payments for the year ended 30 June 2018 reflects county 

own generated revenues amount of Kshs. 508,594,540 (Kshs. 665,814,286 in 2016/2017) 

resulting to a decrease of Kshs. 157,219,746 or 24%. The management explanation that the 

drop was caused by political instability in the general elections of 8 August and 26 October, 

2017. 

In the circumstances, the accuracy and completeness of county own generated revenues 

amount of Kshs. 508,594,540 for the year ended 30 June 2018 could not be confirmed. 

Management Response 
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The Governor informed the Committee that- 

The drop-in revenue performance fromKshs665,814,286 in 2016/2017 to Kshs508,594,540 

in 2017/2018 was mostly occasioned by the prolonged electioneering period which lasted 

for more than six months. The two presidential elections of 8th August and 26th October 

2017 in addition to associated campaigning period left many traders and investors close 

their businesses leading to very low business activity affecting revenues. 

Committee’s Observations and Recommendations 

The committee noted that the extended electioneering period might have impacted 

the collection of revenue. The matter is resolved.  

 

3.0 Project Verification 

Physical verification of nineteen (19) projects with a contracted sum of Kshs. 622,225,163 

during the audit between October to November 2018 revealed the following: 

  

 

Project 

Contract 

sum (Kshs) 

Observation on Physical verification 

1 Construction 

of Marereni - Kanagoni-

MuyuwaKaeWaterProject 

9,988,900 Physicalverificationrevealedthepipeli

newaslaidandwaterkioskerectedonar

oadreserve with no Way-Leave 

approval from the Kenya National 

Highways Authority (KENHA). In 

addition, the works was not 

completed asthe 

air valve and sluice valves chambers 

had no cover 

2 Construction 

of 

supply line 

Mambrui 

water 

9,983,350 completed but not in use 

3 Construction of Songoresa-

Kambi Ya Waya Water 

Supply Pipeline 

3,935,400 completed but not in use 

4 Construction of Mjanaheri 

Mapimo water project in 

3,997,000 completed but not in use 
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Magarini 

5 Construction of ICT Lab at 

Kaloleni Youth Polytechnic 

5,199,460 No wiring had been done to allow for 

electricity to be installed. Delivered to 

the Institution but 

not in use. 

6 Construction of 2no. 

Classroom Block at 

M'buyuni ECD 

3,928,166.

00 

Finishing works including plastering 

not completed 

  

7 Construction of 2no. 

Classroom Block at Mawe 

Mabomu Pre- School 

3,249,136.

80 

The classrooms were fitted with 

electricity fittings yet no power 

connection. The windows were not 

fitted with louvers. 

8 Construction of 2no. 

Classroom Block at 

Mwamtsunga Polytechnic 

2,376,986 The project was ongoing with two 

classrooms complete but not fitted 

with windows. 

9 Construction of perimeter 

fence at 

Gongoni Health Centre

 LSO 1433004 

3,243,772 The project was terminated since the 

contractor abandoned the project after 

payment of the first certificate 

amounting to Ksh. 

2,683,811.48.Copies of the warning 

and termination letters are attached. 

10 Medical equipments - Various 124,502,06

4 

The equipment had been stored 

awaiting completion of sixteen health 

facilities. The equipment have so far 

been distributed to the facilities as per 

the attached distribution lists and 

copies of  S11. 

 

11 Upgrading of Malindi 

Township Roads to Cabro 

Standard (Ngala- HGM-St-

Kevin Sch-AIC) 

183,963,34

0 

The drainage works were not done in 

some sections due to road 

encroachments while in other areas 

the drainage works cut-off feeder 

road entrances. Power and water 

pipelines had not been properly 

removed and some were inside the 

road carriageway. 



 
 

551 
 

12 Upgrading to Cabro 

Standards of Al-Junction 

Shell Petrol Station- 

Slaughter House Road-

Ngowe House-Red Cross-

TamaniJua A7- 

Junction 

188,508,69

1 

Ongoing 

13 Kibaoni Social Hall 9,503,145 Plastering not yet done yet contract 

duration lapsed on  15/01/2017. No 

project signage erected. Contractor 

not on site 

14 Kibarani Social Hall 11,257,942 Plastering not yet done contract 

duration lapsed on 12/02/2017. No 

project signage erected. Contractor 

was not on site 

15 EzaMoyo Social Hall 11,995,659 Plastering not yet done yet the 

contract duration lapsed on 

10/01/2018. No project signage 

erected and contractor not on site 

16 Mwarakaya Social Hall 9,593,252 Only foundation was complete and 

walling started halfway yet the 

contract duration lapsed on 1/04/2017. 

No project signage 

erected and contractor not on site 

17 RabaiKisurutini Social Hall 9,503,145 Contract duration lapsed on 

30/06/2017. Plastering was ongoing 

and windows fixed. No 

project signage erected. 

18 Proposed Setting up of a 

County Radio station 

24,995,755 Ongoing 
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19 Renovation of Marafa 

market 

2,500,000 project complete but not in use 

 Total 622,225,16

3 

 

 

In the circumstances, the citizens of the County may not have received value for money on 

Projects worth Kshs. 622,225,163 for the year ended 30 June 2018. 

 

Management Response 

Project 

Contract sum 

(Kshs) Observation on Physical verification 

1. Construction of 

Marereni-Kanagoni-

MuyuwaKae Water 

Project 
9,988,900 

Physical verification revealed the pipeline 

was laid and water kiosk erected on a road 

reserve with no Way-Leave approval from 

the Kenya National Highways Authority 

(KENHA). In addition, the works was not 

completed as the air valve and sluice valves 

chambers had no cover 

Response 

The project was not implemented on a road reserve thus not requiring any approval from 

KENHA.The contractor was requested to complete the remaining works as the project 

liability period had not lapsed. The project is now complete and in use. 

2. Construction of 

Mambrui water 

supply line 
9,983,350 completed but not in use 

Response 
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By then the contractor was following up on the connection with the water services company 

before the water could be allowed to run through the line. That has been done and the project 

was in use. 

3. Construction of 

Songoresa-Kambi 

Ya Waya Water 

Supply Pipeline 
3,935,400 completed but not in use 

Response 

At the time of the audit, though the project was complete the process of water connection by 

the Water service provider had not been completed. We can confirm that water connection to 

the pipeline has so far been done and the community is enjoying the water supply. 

4.0 Construction of 

Mjanaheri and Mapimo 

water project in Magarini 3,997,000 completed but not in use 

Response 

At the time of the audit, though the project was complete the process of water connection by 

the Water service provider had not been completed. We can confirm that water connection to 

the pipeline has so far been done and the community is enjoying the water supply. 

5.0 Construction of ICT 

Lab at Kaloleni Youth 

Polytechnic 

5,199,460.00 No wiring had been done to allow for 

electricity to be installed. 15 laptops and 

UPS and I printer delivered to the 

Institution locked in another office and 

not in use.  

Response 

Kilifi County Government constructed, an ICT lab at Kaloleni Youth Polytechnic. This 

project was implemented in phases, phase one was construction of the Lab, then followed by 

electrical installation in order to operationalize the lab. At the time of the audit the 

construction was complete, 15 desktops and UPS were delivered awaiting electricity 

installation. The County is in the process of procuring services for the installation of Electrical 

works as evidenced. 
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6.0 Construction of 2no. 

Classroom Block at 

M’buyuni ECD 

3,928,166.00 Finishing works including plastering not 

complete. The Land ownership could not 

be certified 

Response 

The project is complete and in use.  

The project is attached to M’buyuni Primary school who are the registered owners of the land. 

 

 

7 Construction of 2no. 

Classroom Block at 

MaweMabomu Pre-

School 

3,249,136.80. The classrooms were fitted with electricity 

fittings yet no power connection. The 

windows were not fitted with louvres. The 

Land ownership could not be certified as 

public. 

Response 

Louvers and power connection were not part of the BQ. The bills of quantities included 

lighting points and conduits and some specifics on electricity piping. The ECD centre is 

attached to Mawe Mabomu Primary School which is the land registered owner. The 

department shall process the connection of electricity. A copy of the BQ Is annexed as 

appendix 3.0.7 

 

 

8 Construction of 2no. 

Classroom Block at 

Mwamtsunga Polytechnic 

2,376,986 The project was ongoing with two 

classrooms complete but not fitted with 

windows. 

Response 

The project was complete and in use 

9.Construction of 

perimeter fence at 

Gongoni Health Centre 

LSO 1433004 

3,243,771.80 Perimeter fence not completed- 

contractor not on site 

Response 
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The contractor abandoned the project, the department was in the process of identifying 

another contractor. 

10 Medical equipments – 

Various 

124,502,064.00 Verified. Most still held in stores. Not 

issued to facilities 

Response 

The equipment were purchased to be installed in various facilities. However due to delay in 

completion of the projects some have not yet been dispatched. 

11 Upgrading of Malindi 

Township Roads to Cabro 

Standard (Ngala-HGM-

St-Kevin Sch-AIC) 

183,963,340 The drainage works were not done in 

some sections due to road encroachments 

while in other areas the drainage works 

cut-off feeder road entrances. Power and 

water pipelines had not been properly 

removed and somewere inside the road 

carriageway. 

Response 

Upgrading of Malindi Township Roads to Cabro Standard (Ngala-HGM-St-   Kevin Sch-

AIC) 3KM Contract No. KCG/RTPW/001/2016/2017 

The issue of road encroachment was sorted, the drainage works were completed and the 

power and water line pipelines were removed. The contractor has completed the project and 

practical completion report has been issued. We have attached pictures of the project below, 
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12 Upgrading to Cabro 

Standards of A7-Junction 

Shell Petrol Station-

Slaughter House Road-

Ngowe House-Red Cross-

TamaniJua A7-Junction 

188,508,691 Ongoing 

Response 

The upgrading to cabro standard of A7-junction shell petrol station-slaughter house road-

NgoweHouse-TamaniJua A7 junction is 81% complete this entails the following 

preliminaries. 

Preliminaries/General Percentage Measurement 

Site clearance and top soilstupping 100% 3km 

Earth Works 100% 3km 

Culvert and Drainage Works 60% 60% 

Passage of traffic 70% 2km 

Natural material base 86% 2.6km 

Surface 75% 2.0km 

Material on site 

Hardcore 

Road Kerbs 

Cabro tiles 

  

Total 81%  

The works delayed due to delayed payments occasioned by disbursement of funds from the 

central government. The contractor has been paid and the works are 81% complete as per the 

attached project pictures. 
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13. Kibaoni Social Hall 9,503,145 Plastering not yet done yet contract 

duration lapsed on 15/01/2017.No project 

signage erected. Contractor not on site 

Response 

The project stalled due to late payment of their first certificate. However, it was paid and the 

contractor returned on site.  

 

14 Kibarani Social Hall 11,257,942 Plastering not yet done yet contract 

duration lapsed on 12/02/2017. 

No project signage erected. Contractor 

not on site 

Response 

At the time of audit the contractor had finished the roofing work, while the plastering 

had not been done. The project signage board was erected but was stolen when the 

contractor vacated the site, due to non-payment.                                                                                                                                                                                                     

Currently the contractor after being paid, moved back to the site and has finished 

plastering, fixed the ceiling,soak pit, septic tank, doors and window frames 

respectively, and had confirmed that the project will be complete by end June 2019. 

. 

  

15 EzaMoyo Social Hall 11,995,659.76 Plastering not yet done yet contract 

duration lapsed on 10/01/2018.No project 

signage erected. Contractor not on site 

Response 

At the time of audit the contractor had not yet finalised the plastering work, and the 

contract period had lapsed on10/01/2018,the project signage had been stolen.  

                  However after being paid the first certificate, the contractor resumed 

construction and has since finished plastering, fixing of windows, door frames, septic  

tank ,soak pit,paving slab and the ramp.  

16 Mwarakaya Social Hall 9,593,252 Only foundation was complete and 

walling started halfway yet the contract 

duration lapsed on 1/04/2017. 
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No project signage erected. Contractor 

not on site. 

Response 

At the time of audit the foundation was complete and walling done up to window level 

The Current status, is that the project has stalled and the contractor was served with 

default letter but failed to comply, the department has commenced  the  retendering 

process.  

17 RabaiKisurutini Social 

Hall 

9,503,145 Contract duration lapsed on 

30/06/2017.Plastering was on going and 

windows fixed. 

No project signage erected. 

Response 

At the time of audit the project had stalled due to late payment of their first certificate, 

but the same was paid and the contractor is back on site. 

The contractor has proceeded with construction at the site and has so far done roof 

work, built the paving slab, plastered the walls, finished building the soakpit & septic 

tank. The water tank placed. 

 

 

18 Proposed Setting up of 

a County Radio station 

24,995,755 Ongoing 

Response 

The project was being implemented in phases due to the high capital outlay. At the inception 

all Counties were to receive frequencies for radio broadcasting from the Communications 

Authority of Kenya (CAK), Kilifi County Government acquired and prepared a studio for 

broadcasting. By the time of Audit, no extra frequencieswere availed to Counties citing that 

there are no new frequencies available. We have now confirmed from the CAK regional office 

in Mombasa  thatwe can now apply for the frequency.The County has now submitted an 

application 

19.Renovation of Marafa 

market 2,500,000 project complete but not in use 
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Response 

The market was completed and handed over on 18th April 2018 and is now in use. 

 

 

Committee’s Observations and Recommendations 

The committee observed that most of the projects were not completed as physically 

verified by the Auditor. The committee also noted that although some of them were 

completed and some completed but not in use, there were those behind schedule while 

others were abandoned. The committee further noted possible loss of money because 

of delayed completion of projects especially the medical equipment project costing 

Kshs 124 Million which was lying idle hence the danger of most equipment being 

rendered obsolete.  

The committee recommends that-  

 The county government should expedite the completion of all projects to ensure 

value for money and submit a status report to senate and auditors within 60 

days of adoption of this report. 

 The auditors should carry out a technical audit on the usability of idle 

equipment   

 The county government should not procure equipment’s without a need 

assessment    

 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 

RESOURCES 

1. County Own Generated Revenues 

The statement of receipts and payments for the year ended 30 June 2018 and as disclosed 

in Note 4 to the financial statements reflects receipts from county own generated revenues 

of Kshs. 508,594,540. Review of cashbooks, bank reconciliations and bank statements 

availed for audit revealed the following: 

1.1. Revenue Not Transferred to County Revenue Fund 
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Records availed for audit revealed that an amount of Kshs. 174,504,990was collected but 

not transferred to the County Revenue Fund Account, contrary to Article 207 (1) of 

Constitution of Kenya, 2010 which establishes a County Revenue Fund (CRF) for each 

county and requires all money raised or received by or on behalf of the county government 

to be paid into County Revenue Fund unless reasonably exempted by an Act of Parliament. 

The management was therefore in breach of the Law. 

Management Response 

The Governor stated that the County Government was ensuring that balances in collection 

accounts were transferred to the County Revenue fund account as promptly as possible in 

compliance with the law.  

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

1.2. Revenue Spent at Source 

Note 4 to the financial statements reflects county own generated revenue of Kshs. 

508,594,540 for the year ended 30 June 2018. However, review of Facility Improvement 

Fund (FIF) account cashbooks and payment vouchers, revealed that total collections spent 

at source amounted to Kshs. 41,259,839. This is contrary to Article 2017(1) of the 

Constitution, 2010 which establishes County Revenue Fund which shall be paid all money 

raised or received by or on behalf of the County Government, except money reasonably 

excluded by an Act of Parliament. This is also emphasized by Chapter 5 par.5.3 of the 

County Finance Accounting and Reporting Manual that requires all revenues collected to 

be banked intact in an agreed commercial bank account for onward transfer to the County 

Revenue Fund. 

The management was therefore may have been in breach of the law. 

Management Response 

The Governor stated that- 

1. The spending at source was occasioned by a number of emergencies situations in 

Hospitals e.g. high deliveries (Linda Mama Programme), road traffic accidents, 
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emergency oxygen, surgical cases, obstetric and gynecological emergency 

operations, amongst others that need medicines, medical supplies and support 

services that are needed to save lives.  

2. Moving forward the County Government has operationalized the Health Services 

Improvement fund (HSIF) which allows the health services department to spend on 

emergencies from the expenditure account. In addition, standing imprests will be 

held in hospitals as a supplementary measure to address emergencies. 

Committee’s Observations and Recommendations 

The committee observed that the county government failure to operationalize the 

Health Services Improvement Fund leading to this illegality. The committee also 

observed that funds were collected and spent at source.   

The committee recommends that- 

 the CEO should take administrative actions against the accounting officer and 

any other officers responsible for committing the irregularities.  

 the County Executive and County Assembly to immediately appropriate 

measures the enactment of the Fund Act to ensure service delivery within the 

confines of the law. 

 the CECM for Finance should ensure the appointment of the administrator of 

the Fund, the Financial Statements for the Fund are prepared and submitted 

for auditing in line with the requirements of PFM Act. 

 

1.3. User Fees Collected by Facilities 

Note 4 to the financial statements reflects county own generated revenue of Kshs. 

508,594,540 for the year ended 30 June 2018. However, review of books of accounts 

availed by level 1 and level 2 health facilities revealed that the health facilities were 

variably charging user fees; some at Kshs.20 and others Kshs.50.  The fees had not been 

approved through the County Finance Act, 2017 and were contrary to National 

Government policy on provision of services at level 1 and 2 health facilities that required 

them to provide services at no charge. 

In addition, review of level 1 and 2 health facilities annual income and expenditure reports 

revealed that a total of Kshs. 7,329,528 was collected as user fees and spent at source 

contrary to Section 63(4) of the Public Finance Management (County Government) 

Regulations, 2015 which requires all collections to be banked in a designated bank account. 

This is despite the fact that the national government compensated the county through a 
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grant of Kshs. 26,392,597 for user fees forgone as evidenced in the second schedule of the 

County Allocation of Revenue Act, 2017. 

In the circumstances, the county government did not adhere to national government grant 

conditions and was therefore in breach of the law. 

Management Response 

The county department of health did not approve charging of user fees at dispensaries and 

health centers. However, some facilities (ungazetted hence not receiving DANIDA Grants) 

through the approval of facility Management committees were charging minimal fees to 

cater for essential operations and maintenance, eg. payment of casual wages, utility bills 

and minor repairs. This is the cash spent at source at the rural health facilities. 

The department had a total of 135 facilities of which only 69 (gazetted) were receiving user 

fees. Currently, the department has gazetted 28 more facilities to increase the facilities 

receiving the grant and the department has so far given a directive (memo) to all the 

facilities to immediately cease charging user fees. 

County submitted to the Committee a letter from CECM Health Services to facilities 

stopping the collection of user fees charged. 

Committee’s Observations and Recommendations 

The committee observed that the county government failure to operationalize the 

Health Services Improvement Fund leading to this illegality. The committee also 

observed that funds were collected and spent at source.   

The committee recommends that- 

 the CEO should take administrative actions against the accounting officer and 

any other officers responsible for committing the irregularities.  

 the County Executive and County Assembly to immediately appropriate 

measures the enactment of the Fund Act to ensure service delivery within the 

confines of the law. 

 the CECM for Finance should ensure the appointment of the administrator of 

the Fund, the Financial Statements for the Fund are prepared and submitted 

for auditing in line with the requirements of PFM Act. 

1.4 Collections by Contracted Service Provider 
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1.4.1. Revenue Target 

As reported in the previous year, the County Executive engaged a contractor for the 

collection of cess fees and parking fees revenue for a period of 15 years, that is, from 20 

February 2014 to 19 February 2029. Perusal of the contract noted that the contractor was 

to install 10 weigh bridges, an automated system and construct parking bays and machines. 

For this, the County Executive was to pay the service provider a proportion of the revenue 

collected annually. The agreement further indicated that the share to the County of the total 

revenue collection should not fall below Kshs.123 million annually. The project investor 

was also required to reimburse the County Government in case the County Government 

apportionment was below Kshs. 123,440,243 annually. The investor was further required 

to achieve an annual revenue of Kshs. 766,500,000 within two years. 

During the year under review, the County Executive budgeted to receive an amount of 

Kshs. 255,086,204 from cess fees and parking fees from the contractor. The total revenue 

collected during the financial year 2017/2018 from cess and parking fees cumulatively 

totaled Kshs. 159,535,434, which is only 21% of the agreed amount of Kshs. 766,500,000. 

Thus, the service provider failed to meet the revenue collection target of Kshs. 766,500,000 

by Kshs. 606,964,566 or 79%. It was not clear why the project investor did not achieve the 

revenue targets and therefore value for money for this contract could not be determined for 

the year ended 30 June 2018, however, the County Executive terminated the contract citing 

non-performance by the project investor, but was later reinstated by a court order. 

Management Response 

The project investor had continually failed to achieve the agreed targets and the County 

Government terminated the contract on this ground, but the court reinstated them. The 

County government appealed against the court order and the case was still ongoing at 

Malindi Law Courts. 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The Committee recommend that the CEO of the County 

should ensure the County was not disadvantaged in the court case. 

1.4.2. Use of Service Provider's Own Receipt Books 

Further, evidence that the County Executive participated in printing, control and issuance 

of revenue receipt books and accountability of the used receipt books was not availed for 

audit review. In addition, it was observed that the service provider deposited money in their 
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private Chase bank accounts directly instead of depositing into the escrow account without 

supervision by the County Executive. In addition, the County Executive prepared cash 

books from the transfers made in the bank by the service provider without independent 

verification of the actual amounts collected. 

Further, note 4 to the financial statements for the year ended 30 June 2018 reflects total 

amounts for cess and parking fees of Kshs. 159,535,434, while the cash books availed for 

audit had a balance of Kshs. 158,881,027, resulting to unreconciled and unexplained 

variance of Kshs. 654,407 from the amounts recorded in the County Executive's cash 

books. 

Consequently, the accuracy and completeness of the County own generated revenues of 

Kshs. 159,535,434 for the year ended 30 June 2018 could not be confirmed. 

Management Response 

The service provider’s contract to collect Cess and Parking revenues was terminated in 

February 2015. However, the court reinstated the service provider. The Service provider 

was supposed to install an automated system that would produce electronic receipts and 

therefore no need of receipt books. This had not happened at the time of termination of the 

contract and thus continued print their own receipt books against our direction. The issue 

is among the matters being considered by the court.  

The service provider has also denied the County Government access to their records, citing 

prejudice of the case so the reason cashbooks are prepared from the bank statements. This 

issue is also before the court. 

As per the Audited amended financial statements, the Cess and Parking fees of 

Kshs.159,535,434 agree with the figures stated in the cashbook. 

The County Government has however appealed against the court’s decision to reinstate the 

service provider and is hopeful that the contract termination shall be upheld.  

Committee’s Observations and Recommendations 

The Committee noted a possible underreporting of revenue collected and this may be 

attributed to service provider using own receipts which is a contravention of the PFM 

Act. The committee noted that the management undertook mitigation measures. The 

Committee recommend that the CEO of the County should ensure the County was 

not disadvantaged in the court case. 

1.4.3. Prevention of Access into Information Data 
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During field visit in the month of October, 2018, efforts to verify daily collections by the 

service provider was not possible since access to the revenue collection system was denied 

by the service provider. This is contrary to Section 9 of the Public Audit Act, 2015 which 

grants the Auditor General, or an officer authorized for the purposes of carrying out his or 

her duties effectively, powers of unrestricted access to all books, records, returns, reports, 

electronic or otherwise. 

Consequently, the accuracy and completeness of Kshs.159, 535,434 reported as parking 

fees and cess fees for the year ended 30 June 2018 could not be ascertained. 

Management Response 

The County Government wrote to the service provider to provide access to information and 

data by the officers from the office of the auditor general for the cess and parking fees 

collected. However, the auditors accompanied by county government officers were denied 

access to the information and data by the service provider arguing that the access was 

prejudicial to the court process. 

Committee’s Observations and Recommendations 

The committee noted that the matter was before a court of law.  The Committee 

recommend that the CEO of the County should ensure the County was not 

disadvantaged in the court case. 

 

2.0. Compensation of Employees 

2.1. Non-Remittance of Statutory and Other Deduction 

The statement of receipts and payments for the year ended 30 June 2018 reflects 

compensation of employees of Kshs.3,357,579,534. Review of pending bills revealed that 

Widows Children Pension Scheme (WCPS) and GOK Rent deduction on employee's salary 

amounting to Kshs.24,705,559 and Kshs.7,874,795 respectively, were not remitted to the 

relevant bodies as at 30 June 2018. The non-remittances were observed to have taken place 

for more than 6 months. 

Consequently, the management was in breach of the law. 

Management Response 

The county did not have bank details pertaining to WCPS. However, the head of payroll 

section has now taken up the matter with the National Treasury. The national treasury 

advised that the matter can be handled by Kenya Revenue Authorities. The County 
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government has since requested for the correct account to channel the funds but no 

response from KRA has been received yet. 

The bank details for GOK Rent had erroneously been defined in the system hence the 

payment process could not be concluded successfully. The county had challenges in 

redefining the account in IFMIS However, management have engaged with the directorate 

of IFMIS to sort out the issue.  

Committee’s observations and recommendations  

The committee noted that the management response was not satisfactory. The 

committee recommends- 

 The administrative actions must be taken on responsible officers  

 Executive should follow up the matter with KRA, IFMIS and the Auditor 

general to sort the issues.  

2.2. Reallocation of Funds from Wages to Non-Wages 

Note 6 to the financial statements for the year ended 30 June 2018 indicates compensation 

of employees balances of Kshs. 3,357,579,534. However, included in this amount and as 

confirmed from the vote-book, were reallocations amounting to Kshs. 115,780,412 

undertaken from wages to non-wage expenditure in contravention to Section 154 (1) (c) of 

the Public Finance Management Act, 2012 that requires an accounting officer not to 

authorize the transfer of an amount that is appropriated for wages to non-wages 

expenditure. 

In the circumstances, the County Executive was in breach of law and the validity of 

compensation of employee’s budgetary controls could not be ascertained. 

Management Response 

In the FY 2017/2018 the Department of Health had made a budget provision for 

recruitment of various new staff. Towards the end of the financial year not all these new 

posts were filled and there was no likelihood of spending the money. On the other hand 

votes for essential services like drugs and non-pharmaceuticals were already exhausted 

making it difficult to attend to the patients. Due to the fact that the county had already 

passed the 2nd supplementary budget the department had no other choice but reallocate the 

funds to these essential services. 

Committee’s Observations and Recommendations 
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The committee noted that the reallocations arose as a result of expenditures being 

incurred without adherence to Sec. 154 of the PFMA an indication of possible 

misappropriation of funds. The committee also noted the usage of money without 

regard to budget ceilings set for programs, votes and sub-votes. The committee 

further noted that the explanation by the county did not address the audit issues.  

The committee recommends that-  

 the County Government should strictly adhere to the budget ceilings for 

development and recurrent expenditure as stipulated by CARA.; and    

 the accounting officer must adhere to sec. 154 of the PFM Act.   

 

3.0. Use of Goods and Services 

3.1. Pre-payments for Goods 

The statement of receipts and payments for the financial year ended 30 June 2018 reflects 

use of goods and services amount of Kshs. 2,090,636,135. However, included in this figure 

are pre - payments totaling Kshs. 7,421,648 made for goods and services not delivered as 

summarized below: 

Item Not supported Date Paid Amount - Kshs 

Fuel, oil and lubricants 14 June 2018 6,161,648 

Utilities 25 June 2018 1,260,000 

Total  7,421,648 

 

This was contrary to Section 146 of Public Procurement and Asset Disposal Act, 2015 

which states that no works, goods or services contract shall be paid for before they are 

executed or delivered and accepted by the accounting officer of a procuring entity. 

Consequently, the validity and regularity of the use of goods and services amount of Kshs. 

7,421,648 for the year ended 30 June 2018 could not be ascertained. 

Management Response 

Due to delay in releases of funds by the National treasury the county has sometimes 

experienced challenge in paying these utilities suppliers on time. As a result of delay in 

payments the suppliers had demanded for a deposit in order to supply their services. More 
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so during the 1st quarter of the financial year where usually there is a long delay in 

disbursing of funds by the national treasury. 

Committee’s Observations and Recommendations 

The committee noted the challenges faced by county governments in paying suppliers 

when there is delay in exchequer releases. The committee recommends that the county 

government should endeavor to sign framework contract agreements with suppliers.  

The committee further recommends that the NT should adhere to the cash 

disbursement schedule as approved by the Senate.  

3.2. Communication Supplies and Services 

Note 7 to the financial statements reflects payments for communication, supplies and 

services amounting to Kshs9,574,812. This includes payment of Kshs. 5,373,899 for 

provision of internet service as well as wide area network. Full installation, testing and 

confirmation was done in 12 sites out of 18 according to the completion report. Six sites 

namely Kilifi South, Kilifi North, Ganze, Magarini, Rabai and Kaloleni had installed but 

untested and unused networks due to lack of electricity. These installations were fully paid 

for. This was contrary to Section 149(1) of Public Finance Management Act, 2012 which 

requires an accounting officer for a county government entity to be accountable to the 

County Assembly for ensuring that the resources of the respective entity for which he/she 

is the Accounting Officer are used in a way that is lawful and authorized, efficient, 

economical and effective. 

In the circumstances, the validity of the expenditure on communication supplies and 

services of Kshs. 5,373,899 could not be ascertained and value for money was not realized 

Management Response 

The six sites mentioned were pre-configured and installed at the site. 

Currently 2 out of the 6 offices have been connected with electricity and are using the 

network, and the remaining 4applications are being fast tracked with the Kenya Power for 

connection. 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 
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3.3. Domestic Travel and Subsistence 

Note 7 to the financial statements for the year ended 30 June 2018 includes payments for 

domestic travel and subsistence amounting to Kshs. 118,991,706. Included in this are 

payments for member of County Assembly allowances totaling to Kshs. 2,667,000 to 

attend devolution conference in Kakamega County on April 2018. This was contrary to 

Section 154(1)(a) of Public Finance Management Act, 2012 which requires an accounting 

officer not to authorise the transfer of an amount that is appropriated for transfer to another 

county government entity or person. 

No satisfactory explanation was offered as at why the county executive paid for the 

members of County Assembly yet the county assembly has its own budget to finance local 

travel. 

In the circumstances, the regularity and validity of domestic travel and subsistence amount 

of Kshs. 2,667,000 for the year ended 30 June 2018 could not be confirmed. 

Management Response 

This was an initiative of the county executive department of devolution to invite the MCAs 

attend the conference for better support of the devolution initiatives being rolled out by the 

County Government.  

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

3.4. Specialized Materials 

Note 7 to the financial statements for the year ended 30 June 2018 reflects use of goods 

and payments of Kshs. 2,090,636,135. Included in this figure are payments for specialized 

materials of Kshs403,515,487. However, review of procurement files and contract 

documents availed for procurement of specialized materials revealed despite the special 

conditions of contract requiring the suppliers to execute a performance security of 5% 

contract price within 21 days after letter of notification of award, performance bonds for 

contracts valued at Kshs. 80,835,331 were not availed for audit. This was contrary to 

Section 142(1) of Public Procurement and Asset Disposal Act, 2015, which requires 

successful bidder to execute performance security if required by conditions of contract. 
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The management may have been in breach of the law. 

Management Response 

The County Government endeavors to comply with the performance bond requirement, 

though there are cases where some contractors fail to submit performance bonds. 

Management directed the projects implementing departments to ensure full compliance 

with the requirement. Currently the County Government is complying with the requirement 

of executing performance bonds where provided for in the condition contracts. 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

4.0. Acquisition of Assets 

The statement of receipts and payments for the year ended 30 June 2018 and as disclosed 

in Note 12 to the financial statements reflects acquisition of assets of Kshs 3,446,122,495. 

Review of the expenditure revealed the following: 

4.1. Contract Signed Outside Tender Validity Period 

Note 12 to the financial statements for the year ended 30 June 2018 reflects payment for 

construction of building of Kshs. 749,162,636. Included in this payment is Kshs. 

7,937,132.15 for construction of Eza-Moyo social hall. The county procured works for 

construction of a social hall at Eza-Moyo for Kshs. 11,995,659.76. 

The Letter of Notification of award was issued on 18 November 2016 yet the Contract 

agreement was signed on 10 July 2017 almost 8 months later, long after expiry of the 120 

days' tender validity period contrary to Section 135 (3) of the Public Procurement and Asset 

Disposal Act, 2015 which requires the written contract (procurement contracts) to be 

entered into within the period specified in the notification but not before fourteen days have 

elapsed following the giving of that notification provided that a contract shall be signed 

within the tender validity period. 

Consequently, the management was in breach of the law. 

Management Response 
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The delay in implementation of the project was caused by land dispute with community. 

The initial land earmarked for the construction of the social hall was disputed by some 

members of the community which led to the transfer of the project to another location. The 

County Government could not sign the contract agreement until the issue of land was sorted 

out, hence the delay in signing the contract. 

Committee’s Observations and Recommendations 

The committee noted with concern that the county government lacked land 

ownership documents and recommends that the county government should acquire 

title deeds for all land under its custody.  

4.2. Procurement of Agrochemicals 

Note 12 to the financial statements for the year ended 30 June 2018 reflects purchase of 

certified seeds, breeding stock and live animals amounting to Kshs. 66,713,402. Included 

in this figure is an amount of Kshs. 7,544,700 for the supply and delivery of agro chemicals. 

Review of tender documents in support of this expenditure revealed that among the 

mandatory documents that the tenderers were to submit was a valid tax compliance 

certificate. However, review of the successful tenderers bidding documents revealed that a 

valid tax compliance certificate was not attached therein. Despite the lack of a valid tax 

compliance certificate, the tenderer was found responsive by the evaluation committee 

contrary to Section 79 (1) of the Public Procurement and Asset Disposal Act, 2015 that 

requires a tender to be determined responsive if it conforms to all the eligibility and other 

mandatory requirements in the tender documents. 

Consequently, the management was in breach of the law. 

Management Response  

The successful tenderer submitted a valid tax compliance certificate which was confirmed 

during the evaluation. The compliance certificate is available, and a copy was since 

provided for review; Tax compliance certificate number KRAMSN5527742016 of 

Personal Identification Number P051093583F. Minutes of tender evaluation also provided 

confirms the same. 

Committee’s Observations and Recommendations 

The Committee noted that the County Executive did not comply with the provisions 

of Sec 31(4) of the Public Audit Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 
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 They County should adhere to Sec 31(4) of Public Audit Act, 2015 

 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit.  

4.4. Mtwapa Water Scheme Supply 

Note 12 to the financial statements reflects payments of Kshs. 750,136,952 for construction 

and civil works. Included in this figure is payment of Kshs. 19,940,118 for construction of 

Mtwapa Scheme water supply which included Kshs. 1,200,000 for construction of water 

kiosks. However, physical inspection of the project in the month of October 2018 revealed 

that although the project was substantially complete, water kiosks were not constructed. 

Further, a portion of the pipeline was laid on Kenya Agricultural and Livestock Research 

Organization (KARLO) land and a Way Leave was not acquired. 

In the circumstances, the validity of the expenditure of Kshs. 1,200,000 for the construction 

of a water kiosks could not be ascertained and value for money was not realized. 

Management Response 

At the time of the auditors were on the ground the project contractor had not constructed 

the water kiosks this is because of some land disputes. However, the land dispute has been 

resolved and water kiosks have been constructed. And the project is now fully operational.  

 

The department engaged the director general for the project to be implemented through the 

privately owned land and the contractor was given the go ahead to proceed with the 

implementation. 

 

Committee’s Observations and Recommendations 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

4.5. Procurement of Borehole Drilling Rig 

Note 12 to the financial statements reflects payments for purchase of specialized plant, 

machinery and equipment of Kshs.297,547,478. This includes a payment of a Borehole 

Drilling Rig (Mounted on a truck complete with compressor) of Kshs46,414,062.68. Part 
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of the payment were done on 20th February 2018 before the rig was inspected on 26 

February 2018. 

In the circumstances, the regularity of the payment of Kshs46,414,062.68 for a Borehole 

Drilling Rig (Mounted on a truck complete with compressor) for the year ended 30 June 

2018 could not be ascertained. 

Management Response 

The borehole drilling rig was delivered on 16th February 2018, inspection was done on 26th 

February 2018. Payment for the drilling rig was made on 8th March 2018. 

Copies of the delivery note, Inspection and acceptance certificate and bank statement are 

attached.  

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 
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5.2. FINANCIAL YEAR 2016/2017 

 

The Governor of Kilifi County, Hon. Jeffah A. Kingi appeared before the Committee on 

30th May, 2019 and 8th July, 2020 to respond (under oath) to audit queries raised in the 

Report of the Auditor General on Financial Statements for Kilifi County Government for 

the Financial Year 2017/2018.  

Qualified Opinion 

1.0 Presentation of the Financial Statements 

The financial statements availed for audit review for the year ended 30th June 2017 

presented for audit verification had information missing which included; the annexes on 

analysis of pending supplier payable, pending staff payable, pending payables and a 

summary of fixed asset register. 

Consequently, the financial statements do not comply with the guidelines described by the  

Public Sector Accounting Standards Board. 

Management Response 

The Governor informed the Committee that at the time of submitting the Financial 

Statements but were inadvertently omitted and were attached to the response to the draft 

audit report. 

 

Committee’s observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

the matter mitigated. The committee therefore observed that the matter stands 

cleared. 

 2.0 Comparative figures with Variance with Audited Financial Statements 

The opening balance for the following items differs with the audited balances for the year 

2015/2016 as follows: 

Financial 

Statement Item 

Figures as per 

Financial 

Statements for 

2016/2017 (Kshs) 

Figures as per 

Audited Financial 

Statements for 

2015-2016 Kshs) 

Variance (Kshs) 

Use of goods and 

services 

2,153,656,880 2,110,446,945 43,209,935 

Bank Balances 732,536,644 688,360,562 44,176,082 

Outstanding 

Imprest 

39,070,988 82,280,923 43,209,935 
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Deposits & 

retention 

44,176,082 Nil 44,176,082 

Total 2,969,440,308 2,881,088,430 88,352,164 

 

In the circumstances, the accuracy and completeness of the opening balances variance of 

Kshs. 88,352,164 for the year ended 30th June 2017 could not be confirmed. 

 

Management Response 

The Governor stated as follows- 

1. Use of goods and outstanding imprest 

Kshs43,209,935 was a prior year adjustment on surrenders of imprest which had been 

erroneously presented as imprest surrender in FY 2016/2017 but was adjusted through 

journal No. 7.3, 7.6, 7.9 and 7.10 thereby reducing opening outstanding imprest balance 

for FY 2015/2016 by Kshs 43,209,935 while increasing the use of goods expenditure for 

FY 2015/2016 by the same amount of Kshs 43,209,935. 

 

2. Bank Balances, Deposits and Retention 

Kshs 44,176,082 was also a prior year adjustment in relation to bank balances which had 

been omitted in the bank balance in the FY 2015/2016, Kshs 35,096,734 was for gratuity 

bank account balance while Kshs 9,079,348 was for Salary suspense account bank 

balances. 

These were funds held on behalf of third parties making them accounts payable, thereby 

increasing the closing bank balance for FY 2015/2016 by Kshs 44,176,082 and also 

increasing the closing accounts payable with the same amount of Kshs 44,176,082 as 

presented in the financial statements. 

 

Committee’s observations and Recommendations 

 

The committee noted that the response given by the management was satisfactory and 

the matter mitigated. The committee therefore observed that the matter stands 

cleared. 

 

3.0 Bank Balances  

3.1. Cash book and Bank Reconciliations 

The statement of assets as at as at 30 June 2017 reflects bank balances amounting to Kshs. 

590,585,708. However, included in the bank balance is an amount of Kshs. 233,614,685.49 

whose supporting bank reconciliation statements and cash books as detailed under 

Appendix 1 were not availed for Audit verification. 
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In the foregoing, the accuracy and completeness of the bank balance amounting to Kshs. 

590,585,708 as at 30th June 2017 could not be confirmed. 

Management Response 

The management stated that the county government maintains bank reconciliations 

statements for its bank accounts and these were submitted to the auditor for verification.  

However, some bank reconciliation statements and cashbooks could not be made available 

for review at the time of the audit as they were in the process of being finalized. 

Committee’s observations and Recommendations 

The committee noted with concern the failure of the county to carry out bank 

reconciliations, this is in contravention of Paragraph 90 of the PFM (County 

Government) regulations 2015. The committee recommends that- 

 administrative actions must be taken on the responsible accounting officer; and   

 The accounting officers must adhere to the PFM Act (County Governments) 

regulations 90.  

 

3.2 Debit Bank Balances 

The statement of financial position as at 30th June 2017 reflects bank balances amounting 

to Kshs. 590,585,708. However, the bank balance is net of debit balance of Kshs. 

600,201.27 in seven (7) bank accounts as detailed below: 

 

N

O ACCOUNT NAME BANK 

 Type of 

Account 

 

Kshs 

1 

Kilifi County Government - Standing 

Imprest Account Fin-Mgt-

01141465788001 

Co-op Bank-

Kilifi Imprest 

              

(594,303.37) 

2 

KCG-DANIDA HSSP-Chasimba Health 

Centre-1102295175 KCB-Kilifi Programme 

                         

(32.50) 

3 

KCG-DANIDA HSSP-Roka Maweni 

Dispensary-1117370321 KCB-Kilifi Programme 

                   

(1,688.20) 

4 

KCG-DANIDA HSSP-Mgamboni 

Dispensary-1165990237 KCB-Mariakani Programme 

                   

(1,837.50) 

5 

KCG-DANIDA HSSP-Lenga 

Dispensary-1165964368 KCB-Mariakani Programme 

                      

(573.00) 

6 

Kinarani Dispensary Mapito-

1106122615 KCB-Mariakani Programme 

                      

(230.20) 
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7 

Vishakani Dispensary Current Account- 

Central-1122649835 KCB-Mariakani Programme 

                   

(1,536.50) 

 GRAND TOTAL   (600,201.27) 

     

This is contrary to the guidelines of the Public Sector Accounting Standard Board on 

presentation of financial statements which prohibits the netting of liabilities against assets. 

 

Consequently, the accuracy and completeness of the bank balance amounting 

to Kshs.590,585,708 as at 30 June 2017 could not be confirmed. 

 

Management Response 

The County confirmed that the debit bank balances had earlier been netted off against the 

credit balances but was later corrected in the amended financial statements attached to the 

audit report. 

 

Committee’s observations and Recommendations 

 

The committee observed the lack of adherence to Public Sector Accounting Standards 

Board guidelines set by ICPAK Members in as far as preparation of Financial 

Statements. The committee recommends that- 

 administrative action should be taken and reported to the respective 

professional bodies.  

 the relevant professional body (ICPAK) should take appropriate action on 

their members for professional misconduct in handling this matter.  

 

4.0 Cash Balances 

The statement of assets as at 30 June 2017 reflects cash balance of Kshs. 15,619,190. 

However, records availed for audit indicated that cash of Kshs. 10,067,339 from Malindi 

Sub-District Hospital (FIF) was omitted from these financial statements and an amount of 

Kshs. 14,936,130 included in the financial statements was not supported by a Board of 

Survey report as detailed below: 

Cash Book Details Amount Explanation/Comment 

Health Balances 10,420,993 Not supported by Board of Survey 

Kilifi County Hospital 4,515,137 Not supported by Board of Survey 

Total 14,936,130  
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Management Response 

The management stated that- 

1. The amounts of Kshs 10,067,339, 10,420,993 and 4,515,137 for Malindi Sub-

district hospital,Mariakani sub-county hospital and Kilifi county referral hospital 

respectively was cash spent at source for emergencies at the three health facilities 

but had not been accounted for as at the end of the financial year. 

2. Moving forward the County Government has operationalized the Health Services 

Improvement fund (HSIF) which allows the health services department to spend on 

emergencies from the expenditure account.  

3. Standing imprests will be held in hospitals as a supplementary measure to address 

emergencies. 

Committee’s observations and Recommendations 

The committee observed that the county government failure to operationalize the 

Health Services Improvement Fund leading to this illegality. The committee also 

observed that funds were collected and spent at source.   

The committee recommends that- 

 the CEO should take administrative actions against the accounting officer and 

any other officers responsible for committing the irregularities.  

 the County Executive and County Assembly to immediately appropriate 

measures the enactment of the Fund Act to ensure service delivery within the 

confines of the law. 

 the CECM for Finance should ensure the appointment of the administrator of 

the Fund, the Financial Statements for the Fund are prepared and submitted 

for auditing in line with the requirements of PFM Act. 

 

5.0. Retention Money 

Note 13A to the financial statements reflects bank balance of Kshs.590,585,708 as at 30 

June 2017. Included in bank balance is retention monies of Kshs.163,323,525. However, 

records availed for audit review indicated that payments amounting to Kshs.105,398,506 

for safari imprest, salaries and training expenses were paid out of the retention bank 

account. The amounts paid were irregularly charged to retention account as the account is 

supposed to hold only retention money for contractors. 

Consequently, the propriety of the retention bank balance of Kshs. 163, 323,525 for the 

year ended 30 June 2017 could not be confirmed. 

Management Response 
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Pursuant to Sec 83 (1) of the PFM Regulations 2015 “The County Treasury shall be 

responsible for establishing sound cash management systems, procedures and processes, 

to ensure efficient and effective banking and cash management practices”.  (2. (c) 

“avoiding accumulation of idle balances; (c) using short term borrowing only when it is 

necessary”. For this reason, the County Executive of Kilifi spent a total of Kshs 

112,193,713 in the financial year 2017/2018 from the Retention account to pay salaries for 

both County Executive and County Assembly. This borrowing from the retention account 

was caused by delay in release of funds from the national treasury which led to a cashflow 

crisis that necessitated urgent interventions. 

Committee observation and recommendations 

  

The committee noted the County borrowed the money from the Retention Account 

instead borrowing expensive Commercial Bank loans which would accrue interest 

costs and the money was refunded to the Retention Account in September, 2018 and 

therefore the query stands cleared.  

 

6.0. Accounts Receivables 

6.1. Accounts Receivable- Outstanding Imprest 

 

The statement of assets as at 30 June 2017 reflects outstanding imprest amounting to 

Kshs.8,334,522. However, audit examination revealed that Kshs2,120,623 was issued 

more than once to three officers and was outstanding for more than 3 months contrary 

toSection 93 (5) of the Public Finance Management (County Government) Regulations, 

2015 which requires imprests to be surrendered within 7 working days, and contrary to 

Section 93 (4) of the Public Finance Management (County Government) Regulations, 2015 

which states that the applicant to an imprest must ensure that there is no outstanding imprest 

and that the accounting officer or AIE holder shall ensure that no second imprest is issued 

to any officer before the first imprest is surrendered or recovered 

The propriety and regularity of imprest balance of Kshs.8,334,522 could not be ascertained. 

Management Response 

The management informed the Committee that- 

1. The county government endeavored to adhere to the PFM Act 2012 in respect to 

Management of Imprest and the Officers with outstanding imprest are strictly not 

allowed to take another imprest until the previous one is surrendered.  

2. Officers who have not surrendered their imprests within the stipulated time were 

issued with reminder letters failure to that, the money was recovered from their 

salaries. 

The County provided to the Committee IPPD extracts showing Imprest recoveries. 
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Committee’s observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

6.2. Accounts Receivables – Loss of Cash 

 

Note 14A to the financial statements reflects accounts receivables balance of 

Kshs.51,575,262 as at 30 June 2017. Included in this figure is other accounts 

receivablesloss of cash of Kshs.43,240,740. The schedule  availed for audit review revealed 

that  the total amount of cash lost before recovery was Kshs.51,569,775, out of which an 

amount of Kshs.8,329,035.60 was recovered, resulting to an unaccountable loss of 

Kshs.43,240,740.These amounts were lost through online transfer of funds without 

supporting vouchers. 

Consequently, the accuracy and completeness of other accounts receivables balance of 

Kshs.43,240,740 could not be confirmed. 

Management Response 

The management stated that- 

1. The total cash lost was Kshs. 43,240,740 as reported in the financial statements and 

not Kshs. 57,672,725 reported by the Auditors. The auditors schedules of the lost 

cash duplicated the below tabulated transaction leading to the variance of 

Kshs.6,102,949. 

7-oct- 16 FT16281TQCGK Outward RTGS Payment MT 

102 

KILIFI COUNTY: CBK 

JAHAZI INVESTMENT 

COMPANY LIMITED 

6,102,950.00 

7-0ct- 16 FT16281TQCGK Outward RTGS Payment MT 

103 

6,102,950.00 

 

2. The management disclosed Kshs 43,240,740 loss of cash as a receivable, because 

the county was still pursuing the matter in court in anticipation to recover the lost 

money. 
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The Governor submitted copies of the court case proceedings for verification by the 

Committee.  

Committee’s observation and recommendations 

The Committee noted the efforts by the County to recover the money and 

recommends that the Governor ensures the matter in court was expedited to ensure 

the public benefits from the money. 

7.0 Revenue 

 

7.1. County Own Generated Revenue 

According to Note 4 to the financial statements for the year ended 30 June 2017 reflects 

county own generated revenues amount of Kshs.665,814,286 (2015/2016 - 

Kshs.684,414,066). There was therefore a decrease of Kshs.18,599,780(2.72%). No 

explanation for this decrease was provided. 

In the circumstances, the accuracy and completeness of county own generated revenues 

amount of Kshs. 665,814,286 for the year ended 30 June 2017 -could not be confirmed. 

Management Response 

The management acknowledged the decline reported by the Auditor general and sated that 

it was occasioned by the figure of FIF revenue s recorded as K.shs 227,817,522 in the FY 

2015-2016 which reduced to a figure of 84,692,100 in the FY 2016-2017. Further informed 

the Committee that the FIF revenue stream was affected by the long doctors and nurses 

strike that occurred during the financial year. 

Committee’s observations and recommendations 

The Committee observed that there was under collection of revenue during the 

financial year. The Committee further observed that the County Executive ought to 

have factored the revenue collection challenges that usually affect their revenue 

potential targets, especially during similar periods. The Committee recommends that 

the County Executive to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection;  
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 Ensure strengthening the revenue forecasting model to enhance realism in their 

own source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act 

and provide information on the same within 60 days from the adoption of this 

report. 

 

7.2. Collections by Contracted Service Provider 

 

7.2.1. Revenue Target 

 

As reported in the previous year, the County Executive engaged a contractor for the 

collection of cess fees and parking fees revenue. Perusal of the contract document availed 

for audit revealed that the County Executive was entitled to 70%, while the revenue 

collection service provider was entitled to 30% of the revenue collected annually. The 

contract required the service provider to construct weighbridges, parking bays as well as 

providing a revenue collection software. The agreement further indicated that the share to 

the county of the total revenue collection should not fall below Kshs.123 million annually.  

The project investor was also required to reimburse the County Government in case the 

County Government apportionment was below Kshs.123,440,243 annually. The investor 

was further required to achieve an annual revenue of Kshs.766,500,000 within two years. 

During the year under review, the County Executive budgeted to receive an amount of 

Kshs.162,498,875 from cess fees from the contractor. The total revenue collected during 

the financial year 2016/2017 from cess and parking fees cumulatively totaled 

Kshs.140,460,029, which is only 18% of the agreed amount of Kshs 766,500,000. Thus, 

the service provider failed to meet the revenue collection target of Kshs.766,500,000 by 

Kshs.626,039,971 or 82%. The County Executive noted that the contract is sub judicial and 

undergoing court proceedings after termination due to missed targets. 

The service provider sought and was granted an injunction reinstating them to collect cess 

fees and parking fees. However, it was not clear why the project investor was still not 

achieving the revenue targets and therefore value for money for this contract could not be 

ascertained. 

Management Response 

The County informed the Committee that-  

1. the county government terminated the service provider’s contract due to missed 

targets. The service provider was supposed to install 10 weighbridges, construct 
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parking bays and install a revenue collection software among other requirements 

within the contract. 

2.  At the point of termination only 3 bridges had been constructed, no parking bays 

constructed, and no software installed hence the reasons they were unlikely to meet 

the targets.  

3. They were reinstated through a court order in a matter Ref: HCCC NO.9 OF 2015 

dated 12th October, 2015. 

4. The county government has appealed against the orders and the matter was still 

active in the Malindi High Court pending determination. 

Committee’s observations and Recommendations 

The Committee noted that matter was pending in court and recommends that the 

CEO of the County to ensure the County was not disadvantaged on the matter. 

 

7.2.2. Failure to Establish Weigh Bridges 

 

Records further indicated that the service provider was to set and establish systems and 

construct weighbridges to cater for cess fees collection within locations to be selected by 

project investor. It was noted during the field visit in the month of MJanuary, 2018 that out 

of the 10 weighbridges identified, only four (4) were functional, at Sabaki (Malindi), 

mavueni, Mudzo and Jaribunicess points. Major cess points with huge revenue potential 

points like Mariakani, Kanamai, Kanagoni and Kaloleni do not have functional 

weighbridges. No proper justification was given for failure to put in place the weighbridges 

in order to enhance transparency in revenue collection. The County Executive highlighted 

this as one of the many reasons of terminating the contract. However, the service provider 

sort and was granted an injunction reinstating them to collect cess fees and parking fees. 

Management Response 

The management responded as follows- 

1. The service provider did not construct 10 weighbridges as provided in the contract. 

2.  The service provider was also supposed to construct parking bays and set up 

automated system for parking fees collection.  

3. Failure to meet these targets as per the contract led to the termination of this contract 

via a letter to the managing director dated 16th February, 2015. 

4. The service provider sort and were granted an injunction reinstating them to collect 

cess and parking fees through court order HCCC NO.9 OF 2015 dated 12th October, 

2015 

5. The matter is still active in court. 

Committee’s Observations and Recommendations 
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The Committee observed that the County terminated this contract as it was at a 

disadvantaged position indicating contractual agreement that favored the service 

provider and recommends that the CEO should ensure the matter was expedite and 

there was value for money. 

 

7.2.3. Denial for Independent Verification 

 

During field visit in February, 2018, efforts to verify daily collections by the service 

provider was not possible since access to the revenue collection system was denied by the 

service provider. This is despite of the efforts by the County Executive to get the access. 

This is contrary to Section 9 of the Public Audit Act, 2015 which grants the Auditor-

General, or an officer authorized for the purposes of carrying out his or her duties 

effectively, powers of unrestricted access to all books, records, returns, reports, electronic 

or otherwise. 

Management Response 

The management responded as follows- 

1. Upon request by the Auditor-General to access the revenue collection system the 

County treasury wrote to the service providers to grant access to the Auditors.  

2. The service provider however declined and the county government requested the 

Auditor general to write direct to them.  

3. The service provider has been uncooperative in providing details of the automated 

receipt systems report and the county government has written letters to them 

demanding they provide details. 

Committee’s observations and recommendations 

The Committee noted with concern the failure of the service provider entity (Revenue 

Collector) to allow the Auditor General to access data and documentations so as to 

carry out an audit. The committee recommends that the responsible officers be 

prosecuted for breach of section 62 of the Public Audit Act and the service provider 

prosecuted by ODPP for the breach Section 9 of the Public Audit Act, 2015 

7.3. Receipts from Health Facilities 

Note 4 to the financial statements reflects county own generated revenue of 

Kshs.665,814,286 for the year ended 30 June 2017. Included in this figure are receipts from 

health facilities (Administrative fees and charges collected - F.I.F) amounting to Kshs. 

84,692,100. Perusal of the revenue cashbooks of the County hospitals revealed an opening 

balance of Kshs.212,527,658 while total collections during the financial year was 
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Kshs.91,455,604. Therefore, the total amount to be transferred to the CRF as at end of the 

financial year was Kshs.303,983,231. 

 

However, review of the cashbook, revenue accounts bank statements and CRF statements 

revealed that an amount of Kshs.167,897,695 was transferred to the County Revenue Fund 

(CRF), leaving an amount of Kshs. 136,085,567 as not being transferred to the CRF, 

contrary to Section 109 (2) of the Public Finance Management Act, 2012 which requires 

that all monies raised or received by the County  Government  to be paid to the County 

Revenue Fund. In addition, regulation 81 (2) of the Public Finance Management (County 

Government) Regulations, 2015 requires the receiver of the revenue to promptly pay the 

revenue received into the County Revenue Fund as soon as possible and in any case not 

later than five (5) working days after the receipt thereof. 

 

The table below illustrates the amount of Kshs.136,065,567 not transferred to the County 

revenue Fund. 

Facility Revenue 

Source 

(Kshs). 

Opening 

Balance 

(Previous 

year’s 

balance not 

transferred 

to CRF) –

Kshs. 

Revenue 

for the 

Year 

Kshs. 

Total 

Revenue 

for transfer 

to CRF 

Actual 

Transfers 

to CRF 

Amount 

Not 

Transferred 

to CRF 

Mariakani 

Hospital 

FIF 32,662,382 18,227,09

5 

50,889,447 40,099,452 10,790,025 

 PBF 2,597,760 1,133,950 3,731,710 - 3,731,710 

 NHIF 24,373,798 3,603,090 27,976,888 - 27,976,888 

Malindi 

Hospital 

FIF 74,184,674 25,080,18

3 

99,264,858 84,437,707 14,827,151 

 PBF 7,170,390 10,761,26

6 

17,931,656 - 17,931,656 

Kilifi 

Hospital 

FIF 31,019,042 20,892,57

0 

51,911,612 43,380,535 8,531,077 

 PBF 9,950,566 3,117,841 13,068,407 - 13,068,407 

 NHIF 23,234,873 5,211,179 28,446,052 - 28,446,052 
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Bamba 

Hospital 

FIF 5,441,836 2,319,760 7,761,596 - 7,761,596 

Jibana 

Hospital 

FIF 1,892,335 1,108,670 3,001,005 - 3,001,005 

Total 

Amount 

 212,527,65

8 

91,455,60

4 

303,983,23

1 

167,897,69

4 

136,065,56

7 

 

Management Response 

The management responded as follows- 

1. The table below shows the amounts that have so far been transferred to CRF 

account and their current status.  

2. The county experienced some challenges in transferring Mariakani hospital NHIF 

and PBF accounts and Malindi PBF accounts, we have issued instructions for the 

bank to transfer the money to the CRF account. 

Facility Revenue 

Source 

(Kshs). 

Amount 

Transferre

d to CRF 

Current 

Balance 

Balance 

Current 

Status 

Mariakani Hospital FIF 2,391,726.0

0 

0 Account 

closed all 

amounts 

transferred to 

CRF 

 PBF 4,088,000 13,247,465.00 Active 

 NHIF 0 32,563,035.30 Active 

Malindi Hospital FIF 6,795,304.3

5 

0 Account 

closed all 

amounts 

transferred to 

CRF 

 PBF 17,940,000.

00 

4,969.10 Active 

Kilifi Hospital FIF 5,783,924 0 Account 

closed all 

amounts 

transferred to 

CRF 

 PBF 0 23,482,877.75 Active 



 
 

Page 587 of 700 
 

 NHIF 29,289,966.

54 

0 Account 

closed all 

amounts 

transferred to 

FIF main 

revenue 

account. 

Bamba Hospital FIF 6,002,624.5

0 

512,480.00 Active 

Jibana Hospital FIF 2,449,724.0

0 

13,853.50 Amounts 

transferred to 

FIF main 

revenue 

account 

Total Amount  74,741,269.

39 

69,824,680.65  

 

The County submitted the Bank statement indicating the transfers to the County Revenue 

Fund to the Committee for verification.  

Committee’s Observations and Recommendations 

The Committee noted the concern by the auditor and recommends that the CECM 

for Finance ensure that all monies collected are transferred to the County Revenue 

Fund as required by the law. The matter is resolved.  

7.4. Government Grants  

 

The statement of receipts and payments reflects an amount of Kshs.9,134,051,193 for the 

year ended 30 June 2017. Included in this figure is transfer from other government entities 

and as disclosed in Note 3 to the financial statements of Kshs.134,226,000. 

However, review of receipts revealed that user fees amounting to Kshs. 52,260,480 were 

received from the National Government since inception of the policy on 1 June 2013 on 

abolishment of user fees which were not disbursed to level 1 and level 2 health facilities. 

This was contrary to the condition of the grant as captured in the County Revenue Fund 

Act, 2016, which is effected through County Allocation of Revenue Act of each financial 

year passed by the Senate. 

Further, National Government grants on free maternity received during the financial year 

ended 30 June 2017 and amounting to Kshs.147,317,500 were not disbursed to level 1 and 
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2 health facilities. Similarly, grants on free maternity received in the previous financial 

year and amounting to Kshs.132,717,500 was also not disbursed to the health facilities. 

This is against the spirit of County Allocation of Revenue Act, 2016, as highlighted in the 

annexes: Framework for Managing Conditional Grants- Allocations for Free Maternal 

Health Care: which states that the purpose of National Government grants to County 

Governments is for re-imbursement to health facilities based on actual number of deliveries 

conducted. Further, Annex 4: Allocation to support abolishment of user fees in health 

centers, indicates that amongst the conditions for grants is that the funds are also meant to 

compensate public dispensaries and health centers for lost revenue on abolishment of user 

fees. 

Management Response 

The management responded as follows- 

1. The County received Kshs.52,260,480 for User fees since inception and also 

received Kshs.132,717,500 and Kshs.147,317,500 for Free maternity for the 

financial year 2015/2016 and 2016/2017 respectively. The procurement of goods 

and services was being done centrally at the County health headquarters and later 

disbursed to all health facilities including level I and II instead of disbursing funds 

to the facilities. The goods and services included medical drugs, non-

pharmaceuticals and casual wages among other needs. 

2. The County was disbursing funds to facilities (Including level I and II) instead of 

procuring goods and services on their behalf.  

3. During the financial year 2017/2018 the county received Kshs. 26,392,597 for User 

Foregone and disbursed it to Level I and II facilities. 

Committee’s observations and Recommendations 

The Committee noted the anomaly and recommends that the CECM for Finance 

ensures User fees foregone are disbursed to the facilities timely as required. 

 

7.5 Charging User Fees 

 

According to Note 2 of the financial statements, proceeds from domestic and foreign grants 

amounted to Kshs.304,843,204 for the year ended 30 June 2017. However, a review of 

level I and II facilities books of accounts and visits to the facilities in the month of 

December, 2017 revealed that level I and 11 health facilities were variably charging user 

fees; some at Kshs.20 and others Kshs.50. The fees had not been approved through the 

County Finance Act 2016/17 and were contrary to National Government policy on 

provision of services at level 1 and 2 health facilities that required them to provide services 

at no charge. Contrary to the Policy on Abolishment of User Fees, review of level I and II 

health facilities financial statements revealed that a total of Kshs. 7,445,157 that was 
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omitted from the County Executive financial statement was collected as user fees and spent 

at source. This is despite the fact that the National Government compensated the County 

Governments through a grant of Kshs. 26,392,597 for user fees forgone as evidenced in 

the second schedule of the County Allocation of Revenue Act, 2016. 

The collection of user fees was attributed to the National Government (Free Maternity, 

User Fees Foregone) and Donors (DANIDA and World Bank), delays in disbursing funds 

which then required local rural facilities management committees to collect user fees from 

patients. 

In the circumstances, the county government did not adhere to national government grant 

conditions 

 

Management Response 

The Governor responded as follows- 

1. The Department did not approve charging of user fees. However, some facilities 

(ungazzetted hence not receiving DANIDA Grants) through the approval of facility 

management committees were charging minimal fees to carter for essential 

operations and maintenance e.g. payment of casual wages, utility bills and minor 

repairs.  

2. The department had a total 135 facilities of which only 69 (Gazetted) were receiving 

user fee forgone grant.  

3. The department has gazetted 28 more facilities to increase the facilities receiving 

the grant and has so far given a directive (memo) to all the facilities to immediately 

cease charging user fees.  

The County submitted copies of the facility management committee minutes and a letter 

from CECM Health Services to facilities stopping charging of user fees. 

 

Committee’s observations and Recommendations 

The committee observed that the county government failure to operationalize the 

Health Services Improvement Fund leading to this illegality. The committee also 

observed that funds were collected and spent at source.   

The committee recommends that- 

 the CEO should take administrative actions against the accounting officer and 

any other officers responsible for committing the irregularities.  

 the County Executive and County Assembly to immediately appropriate 

measures the enactment of the Fund Act to ensure service delivery within the 

confines of the law. 

 the CECM for Finance should ensure the appointment of the administrator of 

the Fund, the Financial Statements for the Fund are prepared and submitted 

for auditing in line with the requirements of PFM Act. 
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7.6 Danida Grants 

 

Note 2 to the financial statements reflects proceeds from domestic and foreign grants 

amount of Kshs.304,843,204 for the year ended 30 June 2017. However, review of 

schedule supporting receipt and disbursement of grants from Danida revealed that as at 30 

June 2017, the County Executive had not disbursed Kshs.15,305,000 to level 1 and 2 health 

facilities.  

Audit verification noted grants were received by the County Executive in June 2017, and 

as a result, the residents of the County may not have derived services from the donor grant 

of Kshs.15,305,000 for the year ended 30 June 2017. 

Management Response 

Governor responded as follows- 

1. The County received Kshs.7,765,000 on 27th June 2017 as Danida grant for the 

financial year ended 2016/2017. 

2. The funds were received towards the end of the financial year and were therefore 

disbursed to facilities at the beginning of the financial year 2017/18.  

The management submitted copy of the bank statement indicating the date the county 

received the grants. 

Committee’s observation and recommendation 

The Committee noted the County received the grants towards the end of the Financial 

Year and it was utilized the beginning of the next Financial Year. The Committee 

recommends that the query stands cleared.  

7.7 Non-Disbursement of World Banks RBF Amounts 

 

Note 2 to the financial statements reflects proceeds from domestic and foreign grants 

amount of Kshs.304,843,204 for the year ended 30 June 2017. However, payment vouchers 

in support of the grants amounting to Kshs. 66,766,764 which was received in the previous 

financial year (that is 3 February 2016) and which was supposed to have been disbursed to 

level I and II health facilities were not availed for audit review. Enquiries from the 

management also revealed that the amounts had not been disbursed to level I and II health 

facilities due to the late sign-off of the RBF Performance Contracts 

Consequently, the residents of the County may not have derived services from the World 

Banks RBF grants of Kshs.66,766,764 for the year ended 30 June 2017. 
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Management Response 

The Management responded as follows- 

1. The funds amounting to Kshs. 31,776,764 and Kshs35,000,000 were transferred to 

the Special purpose account on 25th January 2018 and 6th March 2018 respectively. 

The funds were then disbursed to the facilities account.  

2. The delay in transfer of the funds to the beneficiary facilities was due to the late 

sign-off of the RBF Performance Contracts between the donor and County 

Government of Kilifi. 

3. The payment vouchers were available for review. 

Committee’s Observations and Recommendation 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

7.8. World Bank Performance Based Financing 

Disclosed in Note 2 to the financial statements is the proceeds from domestic and foreign 

grants of Kshs.304,843,204.However, review of donor funding documentations revealed 

that during the year under review, Mariakani, Kilifi and Malindi hospitals  received Kshs. 

34,733,624 under Performance Based Financing. The amounts were directly credited to 

their accounts by PWC, acting for the World Bank. However, as at 30 June 2017, the bank 

statements availed for audit revealed that the funds had not been utilized. 

This is contrary to Section 83 (2) of the Public Finance Management (County Government) 

Regulations 2015 which requires one to ensure payments, including transfers to other levels 

of government and county-government entities are made when due for efficient, effective 

and economical programme delivery and the county government's normal terms for 

account. Funds amounting to Kshs 34,733,624 released under the performance based 

financing framework were held in bank accounts as shown below: 

Facility Account Account No Bank Name Amount 

Mariakani Hospital 01141254535100 Co-operative Bank of Kenya 3,729,710.00 

Kilifi Hospital 01001068243400 National Bank of Kenya 13,066,667.00 

Malindi Hospital 01001018366800 National Bank of Kenya 17,937,246.00 

Total Amount   34,733,623.00 

 

Management Response 
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The management responded as follows- 

1. The amounts totalingKshs34,733,623.75 was disbursed by PWC directly to the 

above stated commercial bank accounts rather than channeling it through to the CRF 

Account. 

2. The County could not utilize the fund without the approval of the controller of 

budget and it was therefore necessary to first transfer the money then seek for the 

approval of the Controller of Budget. 

3. That the county has transferred the funds to the CRF account and was in the process 

of seeking approval from the Controller of Budget for utilization. 

Committee’s observation and recommendation 

The committee observed that the county government failure to operationalize the 

Health Services Improvement Fund leading to this illegality.  

The committee recommends that- 

 the County Executive and County Assembly to immediately appropriate 

measures the enactment of the Fund Act to ensure service delivery within the 

confines of the law. 

 the CECM for Finance should ensure the appointment of the administrator of 

the Fund, the Financial Statements for the Fund are prepared and submitted 

for auditing in line with the requirements of PFM Act. 

 

8.0. Compensation of Employees 

8.1. Recruitment    

A review of the County Payroll revealed that a total of one hundred and eleven (111) new 

staff were appointed by the County Public Service Board at various posts during the year 

under review. However, the new staff hired were not within the approved recruitment plan, 

were not budgeted for and their terms and conditions of employment were not availed for 

audit review. Further, a total of 95 (85.6%) newly recruited staff were from the Mijikenda 

Community which is the dominant ethnic group in Kilifi County. This implies that only 

14.4% of the vacant posts were filled by persons not from the dominant community in the 

County. 

This is contravention of County Government Act, 2012, Section 65 (1)(e), which requires 

County Public Service Board to ensure that 30% of vacant posts are not from the dominant 

community in the county. 

Management Response 

The management responded as follows- 

1. The staff recruitment was based on departmental requests supported by approved 

organograms and staff establishments.  
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2. Budget provisions were confirmed by the chief officers of respective departments 

before appointment letters are issued to new employees. 

3. Terms and conditions of employment were stated on appointment letters. 

4. The 111 new employees could not be the basis of the county ethnicity establishment. 

The entire workforce of the county government was a fair representation of the 

diversity of the county in accordance with Sec 65 (2) and Sec 65 (1)(e). of the 

County Governments Act as evidenced in the 2017 CPSB report of activities of page 

15 which shows the percentage for other communities at 34%. 

The County submitted for verification copies of the CPSB report of Activities report 

extract, organogram, staff establishment, letters from Chief Officers confirming 

availability of funds and sample of appointment letter. 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

8.2. Irregular Promotion and Re-designation of Staff 

 

Review of County Public Service Board (CPSB) minutes revealed approval for promotion 

and re-designation of various staff in the County Public Service. No record however was 

availed to confirm the promotions or re-designations were based on merit, performance, 

seniority, experience and academic or professional qualifications. This is in contravention 

of Section 65 (2) of County Government Act 2012, which requires promotion or re 

designation to be undertaken in a fair and transparent manner, the overriding factors being 

merit, fair competition and representation of the diversity of the county. 

The regularity of the recruitment, awarding promotions and re-designation of staff could 

not be confirmed. 

 

Management Response 

 

The County informed the Committee that- 

1. the Promotions and re-designations were done according to merit, experience, 

qualifications and performance and the same indicated in the minutes. 

2. the actual hard copy appraisal forms are available for scrutiny at the county Human 

Resource Offices. 



 
 

Page 594 of 700 
 

 

Committee’s Observation and Recommendation 

 

The Committee noted that the County Executive did not comply with the provisions 

of Sec 31(4) of the Public Audit Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 

 They County should adhere to Sec 31(4) of Public Audit Act, 2015 

 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit. 

 

9.0. Use of Goods and Services 

9.1. Signing of Contracts 

 

Note 7 to the financial statements reflects use of goods and services amount of 

Kshs.1,778,656,680 for the year ended 30 June 2017. Included in this figure is specialized 

materials and supplies amount of Kshs.386,746,680. Examination of records revealed that 

contrary to Section 148 (2) of the Public Finance Management Act, 2012 which states that 

except as otherwise stated in other legislation, the person responsible for the administration 

of a county government entity, shall be the accounting officer responsible for managing 

the finances of that entity, on 21 June 2016, the county secretary contracted a supplier to 

deliver the specialized materials of Kshs.19,972,610. However, the county secretary is not 

an accounting officer for the department of health and as a result, the contract was 

nonbinding and irregularly entered into. 

In the circumstance, therefore, the entity may have incurred an irregular expenditure. 

 

Management Response 

The county secretary coordinates the duties of all the chief officers, who are the accounting 

officers, of the county government. In the event of a gap, the county secretary takes charge 

over the respective department. This was the case for this contract. 

 

Committee’s observation and Recommendation 

 

The Committee noted that the non-compliance of Section 148 (2) of the Public Finance 

Management Act, 2012 may have resulted in loss of public funds and recommends 

that the DCI and EACC should investigate the violation of the process and law with 

the view to prosecute those responsible. 

 

9.2. Communication, Supplies and Services 
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Note 7 to the financial statement for the year ended 30 June 2017 reflects communication, 

supplies and services  payments  of Kshs.16,558,305, out of which  payments  amounting 

to Kshs.8,461,933 paid for supply, installation, testing and commissioning of Wide Area 

Network (WAN) as well as provision of internet services. The entire payment was settled 

using recurrent vote despite it being a development expenditure. In addition, no interim 

and completion certificates were availed for audit review. Further perusal of documents 

indicated that duplicate photo copies of Local Service Order (LSOs) and invoices were 

attached to support payments for internet provision. 

As a consequence, the regularity of communication, supplies and services amount of 

Kshs.16,558,305for the year ended 30 June 2017 could not be ascertained. 

Management Response 

The management responded as follows- 

1. The Payment of K.shs8,461,933 for the for supply, installation, testing and 

commissioning of Wide Area Network (WAN), was paid using development vote, 

and not recurrent Vote. 

2. Photocopies of LSO and invoices were due to part-payment done in the year while 

the other bills remained pending. 

The County provided for verification the copies of the Payment voucher and IFMIS screen 

short evidencing the vote charged and completion certificate. 

Committee’s observations and Recommendations 

The Committee observed that the response was satisfactory but noted the Governor 

could have submitted the documents and the explanations to the auditors during the 

audit process. The committee recommended that the query stands cleared. 

9.3. Hospitality, Supplies and Services  

 

Note 7 to the financial statement for the year ended 30 June 2017 reflects hospitality, 

supplies and services amount of Kshs 80,848,404. Review of payment vouchers availed 

for audit review indicated that payments of Kshs.7,000,000 was charged both at the 

department of education and at the Kilifi Ward Scholarship Account. Only one payment 

voucher was availed for audit review and whose details indicated that the funds were to 

cater for the ward scholarship committee allowances and other running costs as per the 

budget attached to the payment voucher.  

In addition, schedules availed in support of the figure, comprised of expenditure amounting 

to Kshs. 12,974,995 which were not relating to hospitality expenses but County Assembly 

general expenses including hire of training facilities.  
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Consequently, the propriety of payments of hospitality, supplies and services amount of 

Kshs. 19,974,995 for the year ended 30 June 2017 could not be ascertained. 

Management Response 

The management responded as follows- 

1. The transaction of K.shs 7,000,000 was erroneously duplicated during the 

consolidation of the county executive departmental financial statements and the 

error was to be rectified through a prior year adjustment in the FY 2018-2019 

financial statements. 

2. The expenditure of Kshs 12,974,995 was correctly charged and reported in the 

audited financial statements as hospitality expenses.  

3. The expenditures were for hire of facilities which is part of hospitality supplies and 

services. 

Committee’s observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

10.0 Emergency Relief Food 

10.1 Evaluation Committee 

 

Note 10 to the financial statements reflects other grants and other payments amount of 

Kshs.1,530,831,071 for the year ended 30 June 2017. Included in this figure is emergency 

relief and refuge assistance of Kshs.202,483,688. However, records availed for audit 

revealed that the County Executive procured relief food for Kshs.149,527,500 through 

framework agreement. Review of tender opening and evaluation minutes, contract 

agreements, delivery orders, letter of notification of award and letter of acceptance of offer 

revealed irregular allocation of contract since the law requires that the opening and 

evaluation committees to be constituted by the accounting officer. The above contract 

committees were constituted by the County Secretary rather than the designated accounting 

officer contrary to sections 46(1) of Public Procurement and Disposal Act,2015 which only 

allows the accounting officer to establish the evaluation committee and 48(1) of Public 

Procurement and Asset Disposal Act, 2015 which allows the accounting officer to establish 

the inspection committee. 
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As a consequence, the regularity of procured relief food for Kshs.149,527,500 could not 

be ascertained. 

Management Response 

As per the Public Procurement and Disposal (County Governments) regulations 2013. The 

County Secretary was presumed to be the accounting officer as he was charged with the 

responsibility of appointing the tender committee. The Public Procurement and Disposal 

Act of 2015 commenced in January 2016 giving clarity as to the role of the chief officer as 

the accounting officer. It is worthy to note that this Act came into force in the middle of 

the financial year 2016. 

For purposes of smooth transition, the county secretary continued to sign contracts till 30th 

June 2016, when the chief officers were appointed as accounting officers.  

Committee’s Observation and Recommend 

 The Committee noted that this was a violation of the law and recommends the 

investigations and possible prosecution for the officers involved at the time in the 

matter. 

10.2 Quarterly Reports 

 

Note 10 to the financial statements reflects emergency relief and refugee assistance of 

Kshs.202,483,688. Included in this figure is emergency relief food of Kshs.149,527,500. 

However, the management failed to avail for audit review quarterly reports as required by 

Section 114(6) of the Public Procurement and Asset Disposal Act, 2015 which states that 

a procurement management  unit shall prepare and submit  to the accounting  officer with 

a copy to the internal auditor quarterly reports detailing an analysis of items procured 

through framework agreements and these reports shall include, an analysis of pattern of 

usage, procurement costs in relation to the prevailing market rates and any 

recommendations. 

Management Response 

The County submitted to the Committee copies of the quarterly reports. 

Committee’s observation and recommendations  
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The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 

  

10.3 County Emergency Fund 

Note 10 to the financial statements reflects emergency relief and refugee assistance of 

Kshs.202,483,688. Included in this figure is emergency relief food of Kshs.149,527,500. 

However, records availed for audit revealed that the management failed to establish a 

County Emergency Fund as required by Section 110(1) (2) of Public Finance Management 

Act, 2012 which state: a County Executive Committee may, with the approval of the county 

assembly, establish an emergency fund for the county government under the name 

"...County Emergency Fund" and the fund shall consist of money from time to time 

appropriated by the county assembly to the Fund by an appropriation law. The purpose of 

an Emergency Fund is to enable payments to be made in respect of a county when an urgent 

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

arises. County Executive Committee member for finance is to administer the Emergency 

Fund. 

Management Response 

The management responded as follows- 

1. In 2014, the County Executive Committee considered, adopted and submitted the 

Emergency Fund Bill to the County Assembly for debate and enactment. The Bill 

was never enacted by the County Assembly. The status of this was that the Bill has 

since lapsed by operation of law.  

2. The County Executive Committee in the following year proposed for enactment the 

Disaster Management Bill which provided for the creation of the Disaster 

Management Fund.  

3. The objects of the Fund were in line with the objects of the Emergency Fund as 

provided by section 112(2) of the PFM Act. The law was published in 2016 however 

due to a misnomer, the Act needed to be amended for the Fund to be implemented. 

Section 113 of the Public Finance Management Act provides that the payment out 

of the Emergency Fund should not exceed two percent of the county government 

revenue. The Kilifi County Disaster Management Act provided for twelve per cent. 

4. The Amendment Bill has been forwarded to the County Assembly for debate and 

approval to bring the allocation from 12 to 1.2% so that the Fund can be 

implemented. 

5. As the executive pursued the enactment of the legislation, Kilifi County has been 

faced with long spells of drought and famine and the County Assembly appropriated 
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money specifically to alleviate the suffering of the people of Kilifi through provision 

of relief food. These funds have been fully accounted for. 

The County submitted copies of the Kilifi County Emergency Fund Bill 2014, the Disaster 

Management Act, 2016 and its proposed amendment Bill for consideration by the 

Committee. 

Committee’s observation and recommendation 

The committee noted that the county spent a colossal amount of money in the name 

of emergency without establishing an emergency fund in line with Sec 110 of the PFM 

Act and this could have led to misappropriation of county funds. The committee also 

noted that the delay by county assembly to enact an emergency fund legislation led to 

the executive spending money without a Fund. The committee recommends that the 

county executive should ensure that the fund legislation is enacted by the assembly to 

guarantee a fiduciary responsibility.  

 

11.0 Pending Bills – Legal Fees 

 

A review of fee notes issued by various legal firms revealed that out of Kshs. 774,786,340 

invoiced, only Kshs.62,810,000 had been paid leaving Kshs.711,976,340 outstanding. 

Although the Head of Legal Services informed the audit team that the county is in the 

process of negotiating for the legal fees downward, the department has not disclosed the 

pending liability.  

Management Response 

The management responded as follows- 

1. Legal fees were not paid based on the years the cases were filed, but upon 

submission of fee notes by the advocates. 

2. Legal fees were in their nature contingent liabilities.  

3. At the time of review, the fee notes that had been submitted by advocates to the 

legal office had not fallen due and payable as they had not been formally assessed 

according to the Advocates Remuneration Order, 2014 and presented to the 

accounting officers for payment. Hence, they were not captured as pending 

liabilities for the financial year. 

Committee’s observation and recommendation 
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The committee noted that there was no provision of the legal contingency cost over 

the period from 2015/2016.  The committee also noted that the figure of Kshs. 

711,976,340 outstanding was too high and it included matters dating back to 2015, 

which are still active in court.  

The committee recommends that the accounting officer should adhere to set 

standards by Public Sector Accounting Standards Board (PSASB) on disclosures. The 

committee further recommends that the county executive should endeavour to 

negotiate a lower figure.  
 

12. Acquisition of Assets 

 

The statement of receipts and payments for the financial year ended 30 June 2017 reflects 

acquisition of assets of Kshs3,316,541,114. Review of records availed for audit review 

revealed the following: 

12.1. Misclassification of Expenditure  

 

Review of support schedules revealed that expenditure amounting to Kshs.62,117,248 was 

incorrectly classified as detailed in the table below: 

Classification of Expenditure As per 

Financial Statement 

Amount Correct Classification 

Construction of Building 10,056,655 Printing and advertising 

Construction of Building 25,214,639 Refurbishment of Buildings 

Construction of Building 17,451,154 Construction of Roads 

Research, Feasibility Studies 9,394,800 

Purchase of Specialized  

Equipment and Machinery 

Total 62,117,248  

 

Consequently, the accuracy and completeness of the acquisition of assets amount of Kshs. 

62,117,248 for the year ended 30 June 2017 could not be ascertained. 

Management Response 

The County submitted that the misclassification was noted, corrected and classified to the 

correct economic item through journal vouchers. 

 

Committee’s Observations and Recommendations  

The Committee noted that the County Executive did not comply with the provisions 

of Sec 31(4) of the Public Audit Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 
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 They County should adhere to Sec 31(4) of Public Audit Act, 2015 

 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit. 

 

12.2. Asset Register 

 

Note 12 to the financial statement for the year ended 30 June 2017 reflects acquisition of 

assets balances of Kshs.3,316,541,114. However, review of the asset register availed for 

audit verification was not updated with assets acquired during the year contrary to Section 

149 (2) (o) of Public Finance Management Act 2012 that  requires  an accounting  officer 

to maintain an asset register that is current, accurate and available to the Auditor-General. 

Further, the register lacked details on assets 

 

Consequently, the accuracy and completeness of the acquisition of assets amount of Kshs. 

3,316,541,114 for the year ended 30 June 2017 could not be ascertained. 

 

Management Response 

The County submitted that- 

1. With regards to the assets register, the County Government engaged a consultant 

who identified and tagged the assets and developed an asset register. However, the 

assets identified were not valued. 

2.  The County treasury shall undertake an exercise to value the assets. 

 

Committee’s observation and recommendation 

 

The Committee noted that the process of identification and validation of assets and 

liabilities was a joint exercise by County Governments, National Government entities 

and the Intergovernmental Relations Technical Committee (IGRTC) and 

recommends that County Governments should prepare a register of assets and 

liabilities and designate an officer who shall be responsible for the custody and 

updating of the register. 

The Committee notes that the National Treasury issued Circular No. 5/2020 of 25th 

February, 2020. Accordingly, the County Executive should seize this opportunity to 

ensure that it has a properly updated assets register. The Committee recommends 

that the county executive completes a properly updated assets register and provides 

a status report within 60 days from the adoption of this report. 

 

12.3. Non – Existence Deliveries 
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Note 12 to the financial statement for the year ended 30 June 2017 reflects acquisition of 

assets balances of Kshs.3,316,541,114. Included in this amount is construction of a 

dispensary whose contract sum was Kshs.16,628,948. However, perusal of records availed 

for audit revealed that a payment of Kshs.4,760,164 was made as the first certificate of 

completion of work. A field visit done in the month of January, 2018 accompanied by an 

official from the department of health failed to locate the exact location of the dispensary, 

even after spending time to visit three (3) sites within the locality of Kambe Ward in Ribe 

where the said dispensary was said to be constructed. 

 

In the circumstances, the propriety and completeness of the specialized plant, machinery 

and equipment of Kshs.16,628,948 for the year ended 30 June 2017 could not be 

confirmed. 

 

Management Response 

The management informed the Committee that- 

1. The Dispensary is on the border of Lutsanga, Maereni and Pangani locations, 

therefore the project name wass commonly or interchangeable referred to as 

Lutsanga – Pangani or Pangani Maereni Dispensary by the citizens as informed 

during the site visit.  

2. The Pangani- Maereni dispensary is existing.  

The County submitted photos of the dispensary. 

 

Committee’s observation and recommendation 

 

The Committee noted the concern of the auditor and recommends the auditor to 

review the query and verify the status of the project in the subsequent audit report. 

 

13.0. Construction of Buildings 

13.1. Lack of Ownership Documents 

 

The statement of receipts and payments for the financial year ended 30 June 2017 reflects 

acquisition of assets of Kshs.3,316,541,114. Included in this figure are construction of 

buildings of Kshs.909,335,202. However, records availed for audit review indicate that the 

County executive failed to provide ownership records for projects done including title 

deeds for land, ECDE registration certificates by the Ministry of Education, and evidence 

of health facilities recently commencement and gazetted. 

Consequently, the accuracy and completeness of construction of buildings amount of 

Kshs.909,335,202 for the year ended 30 June, 2017 could not be confirmed. 

Management Response 
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The County responded that- 

1. The ECDE centers that were attached to primary schools were registered under the 

name of the primary schools they were attached to. 

2.  Plans were underway to have all stand-alone ECD centers registered. 

3. The County Government was also in the process of formalizing the registration of 

land for the gazetted health facilities and processing of their title deeds. 

 

Committee’s observation and recommendation 

 

The committee noted with concern that county government lacked land ownership 

documents and recommends that the county government should acquire title deeds 

and certificates of registration for all land and ECDE Centre’s under their custody.  

 

 

13.2 Completed Projects Not in Use 

 

Included in the construction of non-residential buildings balances of Kshs.909,335,202 are 

projects amounting to Kshs.35,476,249 that were physically verified and observed to have 

been completed but not in use. Amongst these projects was UwanjawaNdege Dispensary 

at Rabai, Kisuritini ward that was constructed at a cost of  Kshs.28,886,000 for construction 

of a dispensary, staff house and a septic tank and ECD classroom and office of 

Kshs.6,590,249. The county government has neither equipped nor staffed the facility and 

thus the facility was not in use despite the capital outlay. 

It has not therefore been possible to ascertain whether the community obtained value for 

money from the projects. In the circumstances, the validity and propriety of the 

construction of buildings expenditure of Kshs. 35,476,249 for the year ended 30 June 2017 

could not be ascertained. 

Management Response 

The management responded that- 

1. The health facility was officially opened in FY 2017/2018 after the recruitment of 

medical staff, equipped and offering services to the residents. 

2. The ECD class room and cubical pit latrine at Mwele were completed during the 

auditors visit in the FY 2017/2018. The project was completed, equipped and in use. 

Committee’s observations and recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The Committee recommends that: 
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 Contract agreements should have clauses with respect to liquidated damages 

for non-completion of contracts and should be drafted by County Attorneys;   

 Projects that have been started should be completed to ensure there is value 

for the money invested;  

 Where money has been paid for incomplete work, the contractor and 

responsible officers should be investigated and prosecuted with a view of 

recovery of the funds lost; and  

 Proper project conceptualization, project planning and adequate budgetary 

provisions for projects should be undertaken to ensure timely completion.  

 

 

14.0 Stalled Projects 

14.1 Market High-rise at Mariakani 

 

Note 12 to the financial statement for the year ended 30 June 2017 reflects construction of 

buildings amount of Kshs.909,335,202. Included in this figure are amounts totaling 

Kshs.33,044,688 for the construction of a market high rise at Mariakani whose contract 

sum was Kshs41,044,688. Records indicate that the works started on 1 October, 2014 with 

expected completion date of 1 May, 2015. The project was found to be stalled. No work 

had been done for the last two years. Further, documents availed for audit review indicated 

a price variation of Kshs8,018,879 and this variation was approved on 18 February, 2016, 

though not yet paid as at the time of the audit in October, 2017.There was no evidence of 

work going on. 

 

Response 

The management responded as follows- 

1. After the 3rd certificate was paid, the contractor did not resume work and never 

gave any reasonable justification for the same.  

2. A warning letter dated 11th May 2017 was sent to the contractor to resume work 

immediately failure to which a default notice would be issued. Having not 

responded as required, a default notice and eventually a termination of contract were 

issued.  

3. The contract was eventually terminated, valuation of the remaining works done and 

the project retendered.  

4. The project is now complete as per the attached images.  

5. The variation of the tender was necessitated by need to reinforce the foundation after 

it was later discovered that the site was waterlogged and the original structural 

design had to be modified. The bill of quantities for the variation works indicating 

the structural adjustment of the foundation was provided. 
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Committee’s observation and recommendations 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

 

14.2 County Medical Warehouse 

 

Further, records reveal that amounts totaling Kshs. 2,923,147.80 for the construction of a 

county medical warehouse at a contract sum of Kshs.33,517,301 were made. Analysis of 

the records indicate that the project commenced in the financial year 2013/14 and that the 

contractor has cumulatively been paid Kshs. 15,937,197.82 but has failed to resume work 

since the last payment. 

 

Management Response 

 

Management responded as follows- 

1. The main project was awarded to one contractor while electrical and mechanical 

works was to be awarded to a different contractor.  

2. These were tendered but respondents were not responsive as per the requirements. 

3.  The tender has been re-advertised and was at the awarding stage for the project to 

be completed. 

Committee’s observation and recommendations 

 

The committee noted that the contract was terminated and re-advertised. The 

Committee further noted that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommends that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  
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14.3 ECD Centers 

 

A visit to ECD centers indicated that ECD class rooms costing Kshs. 71,912,682 initiated 

in 2013/2014 have stalled with no allocation in the financial year 2016/2017. 

In consequence, it has not been possible to ascertain if the County Government obtained 

value for money on the construction of projects totaling Kshs. 235,712,497 for the year 

ended 30 June 2017and on the previous years stalled projects. 

 

Management Response 

Tabulated below are the Construction of ECD Classrooms reported by the auditor as stalled 

Project Contract Sum 

1. Construction of youth polytechnic 2 No 

classrooms with equipments Shakahola youth 

Polytechnic 

The project Completed and in use 

 

2. Construction of 2no. Ecd at Kwa Dadu In 

Ganze Ward 

 

Walling in progress 

 

3. Construction of 2No. ECDE Classrooms at 

MtoMkuu Pry school at Kilifi South Ward 

The project completed  and in use 

and it can be visited for 

verification. 

4. Construction of 1 No. ECDE Classroom at 

Vitsapuni in Jaribuni 

 

The project was complete 

 

Committee’s observation and recommendations 

 

The committee noted the mitigation measures made by the county government, and 

agreed with the recommendations by the auditor general. The Committee 

recommends that the County Executive should put in place proper project 

monitoring systems to ensure projects are implemented as per specifications and 

within the set timelines. 

 

 

14.4 Delay in Completion of Projects 
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Included in the construction of roads amount of Kshs.1,118,255,013 are payments to 

projects totaling Kshs.282,708,910 whose completion dates have not been achieved as 

detailed below: 

Name of 

Project 

Contract 

Amount (Kshs) 

Payment to 

Date (Kshs) 

Duration of 

Delay 

Reasons for the 

Delay 

Upgrading of 

Malindi 

Township to 

Bitumen 

Standards 

(Ngala-Malindi 

High School-

Muyeye-New 

Bus Park) 

222,113,018 70,133,615 9 Months Contractor not 

on site and no 

reasons were 

availed for the 

delay  

Upgrading to 

Bitumen 

Standards of 

BP Petrol 

Station – Eden 

Roc Road 

100,000,000 73,369,448 6 Months Contract period 

has expired. 

Delay in 

payments as the 

main reason for 

the delay 

Upgrading of 

Malindi 

Township to 

Cabro 

Standards 

(Ngala-HGM-

Kisumu 

Ndogo-Kanu 

Office) 

183,963,340 47,763,912 6 Months Only 0.9.Kms 

done out of 9 

Kms. LSO not 

dated. No 

reason was 

given for the 

delay 

Mtwapa Bus 

Park 

180,000,000 91,441,935 15 Months No reasons 

availed for the 

abandonment 

of the project 

Total 685,076,358 282,708,910   
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In consequence, it has not been possible to ascertain the value for money on the 

construction of projects totaling Kshs.282,708,910 for the year ended 30 June 2017 and on 

the previous years stalled projects. 

Management Response 

The management responded as folloes- 

1. Upgrading of Malindi township road to bitumen standard (Ngala-Malindi 

High school-Muyeye-new Bus Park)  

The slow implementation was occasioned by cash flow problems that forced the contractor 

to scale down staff to the bare minimum. The contractor did not entirely abandon the site 

though and Payment has been done and the contactor was back on site. He was given a 

non-cost extension of up to May 2018. 

 

2. Upgrading to Cabro Standard of A7- JCT. Shell Petrol Station – Slaughter 

House – Red Cross- Tamanijua- A7 JCT (KCG/RTPW/061/2016/2017) 

 

The slow project implementation was due to delayed payments by the County which was 

occasioned by late disbursements from National Treasury. Payment has however been 

done and the contactor was back on site. The contract period was extended to 24th 

March, 2018 at no extra cost to the County. 

 

3. Upgrading of Malindi Township Roads to Cabro Standard (Ngala-HGM-

Kisumu Ndogo-Kanu Office 

The slow implementation was occasioned by delayed payments to the contractor, where 

two payments certificates were not paid in time. 

However, these payments were eventually made and the contractor is back on site. 

The contractor was granted a non-cost extension of up to May 2018.  

 

 

 

4. Mtwapa Bus park (Contract no.KCG/RTPW/192877/2015/2016) 

 

The project was contracted to a Contractor at a contract sum of Kshs 180,619,651. The 

contract period was 6 months from 9th February 2016.  Financing of the project was spread 

in two financial years with Kshs. 35,000,000.00 in the 2015/2016 and the balance 2016/17. 

The project was to be completed by 9th August, 2016. 

However, implementation of the project was slow and did not adhere to the work 

schedule/plan provided, citing financial constraints on the contractors part. 

By the time the company deserted the site certified and paid for work was at 91,441,935 

being at 50% completion. 
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Committee’s observation and recommendations 

 

The committee noted that although some projects were completed and some 

completed but not in use, there were those behind schedule while others were 

abandoned. The committee further noted possible loss of money because of delayed 

completion of projects. The committee recommends that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  

 

 

14.5 Construction and Civil Works - Irrigation Projects 

 

Included in the acquisition of assets figure of Kshs.3,316,541,114 is construction and Civil 

Works balances of Kshs.805,461,848 for the year ended 30 June 2017. Review of 

documents availed for audit review indicated two firms were paid Kshs22,981,968 for the 

implementation of irrigation projects in Burangi in Magarini Sub County under different 

contracts. Physical verification of the project in the month of January 2018, revealed that 

the two contractors were implementing the irrigation projects in one locality making it 

impossible to distinguish the specific lines fixed by each of the contractors.  

In addition, further scrutiny of documents availed for audit revealed that the County 

Government awarded tender in the month of August 2016 for the construction of 

Mitsedzini- Mirihinini Water Project for a contract sum of Kshs.20,990,900. This project 

has since stalled with only piping done. The payments as for the year ended 30 June was 

Kshs.2,725,000. 

In the circumstances the propriety and validity of construction of civil works balances of 

Kshs. 25,706,968 for the year ended 30 June 2017 could not be ascertained. 

 

Management Response:  

The Committee heard that- 

1. The project of irrigation implemented at Burangi was designed by NIB with a 

potential of over 1000 acres and the county wasto initiate it.  
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2. The project was divided into two phases of 200 acres and 400 acres, tendered 

separately and awarded to different contractors. This was necessary for purposes of 

cash flow management since the implementation was to take place in two different 

financial years as per budget allocations.  

3. In first phase the contractor, (Pecar investments) tender no. KCG/AGRI/009/2015-

2016 installed 4 pumps and other infrastructure lay out (pipes and fittings for water 

distribution) to cover 200 acres, while in the second phase the contractor (Galaxy 

ventures services) of tender no.KCG/AGRI/002/2016-2017installed 8 pumps and 

infrastructure lay out to cover 400 acres.  

The County submitted for verification copy of bill of quantities, letters of notification of 

awards, standard contract forms which distinguished the two projects as per scope of the 

work for each contractor. 

The irrigation schemes were both running. 

 

Mitsedzini-Mirihini water project 

 

The contractor was paid a part payment for the works that had been completed pending 

construction of   the storage water tank and kiosks, the contractor had to repair the line that 

was to supply the main pipeline that was being constructed instead of constructing water 

kiosks and put water point for the communities to access water from the pipeline instead 

of the water kiosks. The contractor has completed the water tank and was to request the 

remaining payment certificate. The project was to be managed by the community so there 

was need to train the community on matters relating to operation and management of the 

water pipeline.  

 

Committee’s observation and recommendations 

 

The Committee observed that the project was still incomplete beyond the stipulated 

contractual period.  

The committee recommends that;  

 The county government takes immediate action to finish the incomplete projects 

and provide information on the Project status, and plans to complete them, within 

60 days from the adoption of this report; 

 The Auditor General should audit the projects to ascertain the completion and 

utilization of the said projects in line with this recommendation.  

 The county undertakes due diligence on all contractors to disqualify those who 

abandon works.  

 

 



 
 

Page 611 of 700 
 

15.0 Purchase of Specialized Plant, Machinery and Equipment 

15.1. Proposed Supply, Delivery, Installation, Configuration and Maintenance of 

Unified Communication Platform 

 

Included in the Purchase of specialized plant, equipment and machinery payments balance 

of Kshs.167,103,867 is an amount of Kshs.11,918,132 for supply, delivery, installation, 

configuration and maintenance of unified communication platform. The contract was to 

enable voice over internet protocol (VOIP) between the county executive members, Chief 

Officers and their secretaries. It was observed that only county executive members and 

their secretaries were connected with the unified communication gadgets. As at the time of 

audit, in the month of October 2017, the project was not functioning in Trade and Water 

offices and this was occasioned by a spoiled switch in the two offices. 

In consequence, it has not been possible to ascertain if the County Government obtained 

value for money on the installation, configuration and maintenance of unified 

communication platform totaling Kshs.11,918,132 in the year ended 30 June 2017 

Management Response 

Management responded as follows- 

1. At the time of the audit, Unified communication service was not functional in the 

department of Trade and Water, because of the two switches which had broken 

down due to power fluctuation. 

2. The switches were replaced and were in good working condition. 

3. That the County Executive members, Chief Officers, Directors and Secretaries were 

all connected to the VOIP. 

Committee’s observation and recommendation 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

15.2 Setup and Installation of an Informative Call Centre for Kilifi County 

 

Included in the purchase of specialized plant, equipment and machinery payments balance 

of Kshs.167, 103,867 is an amount of Kshs.2,570,000 paid for setup and installation of an 

informative call center for Kilifi County. However, review of documents revealed that the 

call centre was purportedly inspected and a certificate issued but physical verification of 

the project revealed that equipment was installed at the reception area and was not 

functioning. 
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In consequence, it has not been possible to ascertain if the County Government obtained 

value for money on the installation of call center equipment amounting to Kshs. 2,570,000 

for the year ended 30 June 2017. 

 

Management Response 

The management informed the Committee that- 

1. The call Centre was installed in the ICT room at the deputy governors building. This 

building has been under renovation since the time of the audit, and because of the 

renovations the Switchboard was temporarily moved to the reception area so that 

service continues as we wait for completion of renovation. 

2. The Service has been functioning on the following GSM NOs 

0736001003/0797443711. 

 

Committee’s observation and recommendation 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

15.3. Construction of Ice Flake 

Included in the purchase of specialized plant, equipment and machinery of Kshs. 

167,103,867. The following observations were noted: 

15.3.1. Management of the Ice Flake 

 

A supplier was paid Kshs. 4,748,610.10 for construction of Ice flake at Malindi fisheries. 

The contract sum was Kshs. 5,448,160.40. The other payment of Kshs. 699,549.60 was 

charged to construction and civil works. A visit to the project on 16th January 2018revealed 

that the project was functional but was being managed by the chairman of Shella Beach 

Management Unit (BMU). Revenue was being collected by the chairman of the Shella 

Beach Management Unit and not submitted to the County. Agreement between the county 

and the Shella Beach Management Unit was not availed for audit verification thus casting 

doubts on how a public property built in a public land is being managed by private 

individuals. 

Management Response 

The objective of establishing the ice flake plant at Malindi was to enable the fishing 

industry access to affordable and quality ice to reduce the losses incurred by both fishermen 

and fish transporters. 
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The county was to establish the ice making infrastructure to enable ice production. The 

plant is therefore a county asset. However, for the purpose of ensuring that the plant 

operated sustainably a partnership agreement with BMU or private entity was to operate it 

on an agreement with county. In order to develop agreement, data on production and 

market response was required  

The office entered into a trial period agreement with the BMU to run the plant under the 

supervision of the Malindi office for 6 (six) month a time which it was expected adequate 

data generated and an extension was done to the trial period for one fishing season. The 

expiry date was therefore set to end on 1st May 2019 after which a long –term arrangement 

will be possible. 

 

BMU is a community structural management unit for fisheries as per Fisheries Act (2016) 

Cap 37-1 and its operation framework is anchored in Cap 37. There exist BMU regulations 

(2012) which regulates the operations of all BMUs countrywide. The regulations mandate 

the BMUs to facilitate the supply of fishing gears, ice among other inputs to its members 

hence a BMU is not a private entity but part of government management framework at the 

fisheries landing sites countrywide. The Ice flake plant was constructed after a request from 

ShelaBMU. Upon completion of the project, the BMU and county entered into a trial 

operation agreement whereby from each kilo of ice sold, the county would get 1.5 shillings. 

A kilo was priced at 6 shillings. In the trial period, a total of 382,652 kilograms which 

translates to a total of 576,114 shilling which the county received as its share through bank 

deposits into its revenue account 01141466268700.Therefore indeed the county has not 

been losing any revenue though this agreement arrangement with the BMU. So far a total 

of Ksh 2,295,915 has been collected by the BMU through the sale of Ice flake of which 

25% has been deposited into the Kilifi county revenue account. Due to the elapse of the 

agreement period, the County Government has assigned as staff to man the facility as it 

waits to put up a long term management framework. No production is going on as the 

fishing season is scheduled to start in October later this year of which the close down 

widow will be adequate to put up the required framework.  

 

Committee’s Observation and Recommendation 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

15.4 Research, Feasibility Studies, Project Preparation and Design, Project 

Supervision 
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Note 12 to the financial statements for the year ended 30 June 2017 reflects research, 

feasibility studies, project preparation and design, project supervision amount of 

Kshs.20,735,340. Included in this figure is an expenditure of Kshs.2,998,500 paid to a firm 

for consultancy services for instituting a programme for enhancing production and 

productivity of cashew nut in Kilifi County. The Contract sum for the service was 

Kshs.4,997,500. However, a contract agreement was not availed for audit review and thus 

the terms of reference for the study were not ascertained. It was therefore not possible to 

ascertain the specific task of the consultant and whether the survey would be of value to 

the intended beneficiaries. 

Further, review of records indicated that Kshs.2,499,400 was paid as allowances to various 

officers to undertake monitoring and evaluation of various water development projects in 

the County. However, a monitoring and evaluation report was not availed for audit review. 

Consequently, the propriety and regularity of payments of Kshs.5,497,900 for research, 

feasibility studies, project preparation and design, project supervision's payments for the 

year ended 30 June 2017 could not be ascertained. 

Management Response 

The management responded as follows- 

1. The contract agreement had been misplaced in some files during the audit period 

but has been now availed and attached. 

2. The contract agreement for audit review which clearly shows the terms of reference 

for the study, and the monitoring and evaluation report  

3. As at the time of Audit the Monitoring and evaluation report the was yet to finalized 

by the monitoring and evaluation team reason why it was not provided.  

Committee’s observation and recommendation 

The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 

16.0. Budget Control and Performance 

16.1. Budgetary Utilization 

 

The County Government of Kilifi had a total budget of Kshs.13,332,803,333 comprising 

development budget of Kshs.6,830,750,524 and recurrent budget of Kshs.6,502,052,809. 

The total actual expenditure for the year under review was Kshs.9,455,211,290 comprising 

of development expenditure of Kshs. 3,316,541,114 and the recurrent expenditure of Kshs. 
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6,138,670,176 resulting to an overall under absorption of Kshs.3,877,592,043or 29%. This 

is as summarized below: 

Item Approved 

Budget for 

2016/2017 

(Kshs.) 

Actual 

Expenditure for 

2016/2017 

(Kshs.) 

Under 

Absorption 

(Kshs.) 

Under 

Absorption 

(%) 

Development 

Vote 

6,830,750,524 3,316,541,114 3,514,209,410 51% 

Recurrent Vote 6,502,052,809 6,121,909,969 380,142,840 6% 

Total 13,332,803,333 9,438,451,083 3,894,352,250 29% 

 

Underutilization of budget is an indication that the county may not have attained service 

delivery envisaged by the residents of Kilifi County. 

Management Response 

The Governor stated that the under-utilization of K.shs3,894,352,250or 29% of the budget 

was mainly attributed to the delayed implementation of projects by contractors and also 

due to delayed release of funds from the national treasury. 

Committee’s observation and Recommendation 

The committee noted that the county attributed to the under-utilization of budget to 

the delayed implementation of projects by contractors and also due to delayed release 

of funds from the national treasury. The committee further noted the challenges faced 

by county governments in paying suppliers/contractors when there is delay in 

exchequer releases. The committee recommends that the county government should 

endeavor to sign framework contract agreements with suppliers.  The committee 

further recommends that the NT should adhere to the cash disbursement schedule as 

approved by the Senate.  

 

16.2. Development Budget 

During the year under review, the County Executive allocated Kshs.6,830,750,524 for 

development projects and spent Kshs.3,316,541,114, resulting in under expenditure of 

Kshs.3,514,209,410 or 51% of budget. Table below shows utilization of major budget 

items. 
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Item Approved 

Budget for 

2016/2017 

(Kshs) 

Actual 

Expenditure 

for 2016/2017 

(Kshs) 

Under 

Absorption 

(Kshs) 

Over 

Absorption 

(Kshs) 

Varianc

e 

in% 

Construction of Buildings 2,053,867,477 909,335,202 1,144,532,275  56% 

Refurbishment of Buildings 108,124,892 6,807,732 101,317,160  94% 

Construction of Roads 1,535,649,389 1,118,255,013 417,394,376  27% 

Construction and Civil 

Works 

1,452,854,789 805,461,848 647,392,941  45% 

Overhaul and Refurbishment 

of Construction and Civil 

Works 

54,000,000 10,852,757 43,147,243  80% 

Purchase of Office Furniture 

and General Equipment 

49,371,070 100,588,339  51,217,269 -104% 

Purchase of Vehicles and 

Other Transport Equipment 

99,284,086 101,837,386  2,553,300 -3% 

Overhaul of vehicles  341,810  341,810 100% 

Purchase of Specialized 

Plant, Equipment and 

Machinery 

376,886,768 167,103,867 209,782,901  56% 

Purchase of Certified Seeds, 

Breeding Stock and Live  

Animals 

79,405,704 75,221,820 4,183,884  5% 

Other Capital Grants- Cash 

transfer for elderly and 

vulnerable 

35,000,000 0 35,000,000  100% 

Micro Finance Youth 

Programme - Mbegu Fund 

57,000,000 0 57,000,000  100% 

 

 

 

Research, feasibility

 studies, project 

preparation and design, 

29,600,000 20,735,340 8,864,660  30% 
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project supervision 

 

Total 

 

5,931,044,175 

 

3,316,541,114 

 

2,668,615,440 

 

54,112,379 
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From the above table, it is clear that the County Government did not utilize significant 

resources meant to develop and improve the livelihoods of residents of Kilifi County. 

The management therefore needs to keenly align its budget planning process to the needs 

of the residents and ensure fully utilization of resources to achieve its developmental goals. 

Management Response 

The underutilization of the budget was due to the following; 

1. Late disbursement of funds by the National Treasury 

2. Inadequate personnel in the works department which led to delayed project 

inspection and issuance of payment certificates leading to delay in project 

implementations. 

3. Contractors abandoning projects necessitating termination of contracts and 

retendering of projects. 

4. The County government is progressively hiring more staff in public works 

department, such as works officers, architects and engineers. 

5. The effort to implement the Mbegu fund was hindered by the Controller of Budget 

who declined to release of Mbegu Fund money citing inadequate provisions of the 

Mbegu fund Act. The County considered the recommendations to amend the Act, 

and submitted an amendment bill to the County Assembly for consideration which 

was approved and the Act is now was in force, operational and the first beneficiaries 

to the fund received the funding in February 2019. 

Committee’s observation and recommendation 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

16.3. Recurrent Budget 

 

During the year under review Kilifi County Government allocated Kshs. 6,502,052,809 for 

recurrent expenditure but spent Kshs.6, 121,909,969, resulting in under expenditure of 

Kshs. 380,142,840 or 6% of budget as shown in table below: 
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Item 

 

Approved Budget for 

2016/2017 

(Kshs) 

Actual 

Expenditure for 

2016/2017 

(Kshs) 

 

Budget not 

Spent (Kshs.) 

Budget not 

Spent 

(percentage 

- %) 

Compensation

 of 

Employees 

2,789,867,051 2,829,182,425 -39,315,374 -1% 

Use of Goods and 

Services 

2,598,329,461 1,778,656,680 819,672,781 32% 

Other Grants and 

Transfers 

1,113,856,297 1,530,831,071 -416,974,774 -37% 

Total 6,502,052,809 6,138,670,176 363,382,633 6% 

 

From the analysis above, it is clear that the Executive needs to improve on the utilization 

of use of goods and other grants and transfers in order to improve on the welfare of its 

residents. 

Management Response 

1. Late disbursement of funds by the National Treasury 

2. High IFMIS downtime which led to delays in processing of payments. 

 

Committee’s observations and Recommendations 

1. The committee observed that the National Treasury delayed to disburse funds 

to counties contrary to approved schedules set out by CARA, in contravention 

of Article 219 of the Constitution. This breach has led to late release of 

substantial cash disbursement towards the last weeks to closure of financial 

years portraying counties as entities have no capacity to absorb monies 

disbursed to them. This has also led to accumulation of huge pending bills and 

portrays the incorrect position of surplus in the Financial Statements. 
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2. The committee noted that the county entity faced challenges in 

operationalization of IFMIS due to inactive modules, instability of the system 

or wrong coding and recommends  

3. The committee recommends that;  

 The Cabinet Secretary for National Treasury should strictly adhere to 

release of funds to county Government entities as per the approved cash 

disbursement schedule as approved by the Senate 

 National Treasury to undertake a thorough capacity building on 

operationalization of all modules of IFMIS to staff at the County 

Government entity. 

 National Treasury to provide a stable system for operation of IFMIS which 

is the sole source of verification of revenue and expenditure of any 

government entity.  

 The National Treasury develops an IFMIS System that is relevant to county 

government operations that is separate from the one used by the National 

Government.  

 

16.4. Governor’s Budget 

The Office of the Governor (referred as County Executive department) was not allocated 

any amount for development during the year under review. The County Government 

budgeted Kshs376,227,098 for the Governor's recurrent expenditure for the year 2016/17, 

out of which Kshs300,621,654representing 79.9%, was spent. It was however observed 

that the schedules provided to support the Governors expenditure had a balance of 

Kshs431,027,977 resulting in unexplained nor reconciled variance of Kshs130,406,323. 

Management Response 

The management informed the Committee that- 

1. The office of the governor does not implement any projects and so no allocation of 

development fund was made. 

2. The governor’s budget FY 2016/2017 was Kshs 376,227,098 and the actual 

expenditure was Kshs 300,621,654 and not 431,027,977. This represents an 80% 

absorption rate. The under absorption is a result of austerity measures to cut down 

expenditure. 

3. The total expenditure of Kshs, 431,027,977 shown in the schedules erroneously 
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included an amount of K.shs 91,058,985 of July 2016 salaries for all departments 

that had been appropriately distributed and expensed in the respective departments 

and an amount of Kshs39,347,338 being imprest surrendered in the FY 2014/2015. 

However, the schedule was adjusted, and total agrees with the figure reflected in the 

financial statements.   

 

Committee’s observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

16.5. Expenditure Incurred Above Approved Exchequer Issues by Controller of 

Budget 

 

The county executive sought and obtained approvals from the Controller of Budget to 

withdraw KShs.8.336 billion from exchequer but spent Kshs.8.532 billion thus exceeding 

approval by Kshs.195.65 million contrary to Section 109(6) of Public Finance Management 

Act, 2012 which requires the County Treasury to obtain the written approval of the 

Controller of Budget before withdrawing money from the County Revenue Fund. The 

source of the excess expenditure could not be ascertained. Further, it was observed that the 

county did not adhere to approvals of exchequer issues as some departments were observed 

to have spent more than the approval obtained from Controller of Budget, thereby spending 

from other departments budgets hence affecting their performance and budget absorption 

contrary to Section 45(2) of the Public Finance Management Regulation (County 

Government), 2015 which that state release of  funds  from  the County Revenue Fund to 

county government entities shall be in accordance with the authority granted by the 

Controller of Budget together with the written instructions of the County Treasury. 

 

 

Management Response 

The management responded as follows- 

1. The over-expenditure of Kshs.195.65 million was money spent from Retention bank 

account in the month of July 2016 to settle staff salaries. This was occasioned by 

the delay in release of funds from the National Treasury which was received in late 

August 2016.  
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2. Money from the retention account were funds earlier released by the COB for 

spending which was retained for purposes of paying contractors and therefore we 

can confirm that no funds were released from the county CRF and spent without the 

authority by the COB.  

Committee’s Observation and Recommendation 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

16.6. Re-voting of non-existent funds to fund budget Kshs. 2,304,035,829 

 

Review of the county budget for the financial year 2016/17 revealed the county planned to 

spend Kshs. 13,332,803,333 for the year under review. Among the various financing means 

included re-voting of previous years’ unspent balances amounting to Kshs.2,831,590,371. 

However, review of previous year audited financial statements revealed the county had a 

balance of Kshs.527,554,542 at the beginning of the financial year 2016/17, resulting to 

unfunded deficit of Kshs.2,304,035,829 as per table below.  

Review of previous financial years showed similar occurrence in 2015/2016 financial year.  

 

Description 2014/15 2015/16 2016/17 

Opening cash balance 

2,040,457,68

3 1,903,154,606 706,880,344 

Less account Payables ( Retention& 

deposits)   142,468,990 179,325,802 

Cash available for budgeting 

2,040,457,68

3 1,760,685,616 527,554,542 

Amount Re-voted 

1,099,393,86

1 2,104,436,232 

2,831,590,37

1 

Variance (deficits) 941,063,822 -343,750,616 

-

2,304,035,82

9 

 

The county budget was therefore not fully financed as the county budgeted for non existent 

funds contrary to Section 31(c) of Public Finance Management Regulations (County 
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Government), which requires the budget revenue and expenditure appropriations to be 

balanced. 

The Executive was therefore in breach of the law. The County Executive may increase its 

liabilities resulting to unsustainable pending bill balance. The county treasury should 

ensure they re-vote only unspent balances and not just unsupported figures as revenue. 

Management Response 

The Committee was informed that- 

1. The re-voted projects surpassed the re-voted funds due to unmet local revenue 

targets that has accumulated over the years. The County 

2.  Full budgetary provisions for all re-voted projects matching the expenses including 

the re-voted projects with actual funds available during the subsequent year. 

3.  The County resolved to undertake Re-voting during the supplementary budgets 

after confirming availability of funds. 

 

Committee’s observations and Recommendations 

 

The committee observed that the county government violated the law and there was 

poor budgeting and weakness in control of budget performance. The committee 

recommends that the CEO must take administrative action against the responsible 

officers. The committee further recommends that the County Government should 

strictly adhere to the budget ceilings for development and recurrent expenditure as 

stipulated by CARA.  

 

16.7. Revenue Collection Performance  

 

The County Government had budgeted to collect Kshs.1,585,881,577 but the actual 

collection during the year under review was Kshs.665,814,286, resulting to under 

collection of Kshs.920,067,291 or 58%. Revenue reports availed for audit review indicated 

a decrease in revenue collection in the financial year 2016/17 as compared to previous 

financial year (2015/16) by Kshs.18,599, 780, representing a decline of 2.72%. 

Four major revenue streams with a budgeted amount  of Kshs.980,338,033.75 managed to 

collect a total of Kshs.230,511,359.80, resulting an under collection of Kshs.749,826,673 

or 76% . 
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Revenue Item  Budget 

Estimates  

 Total   % 

Performanc

e  

   2016 - 2017   Actual     

Quarry Cess       

315,264,032.04  

        

7,972,157.00  

3% 

Land Rates Current Year       

259,361,394.94  

     

91,732,004.00  

35% 

Single business Permit- Current 

year 

      

243,213,731.64  

     

64,612,190.00  

27% 

Raindrops Cess       

162,498,875.12  

     

66,195,008.80  

41% 

Total        

980,338,033.75  

   

230,511,359.80  

24% 

 

Controls over revenue collection should be re-evaluated for effectiveness, consequently 

improving on revenue performance. 

Management Response 

The table below explains the various reasons for not meeting the revenue targets. 

Revenue Item % 

Performa

nce 

Reason for 

Underperformance 

Action 

    

Quarry Cess 3% The Cess and parking 

were revenue streams that 

were being collected by a 

contracted Service 

provider. The cess 

revenue stream registered 

low targets due to failure 

The County was fast 

tracking the matter in 

court and hope to have 

the termination of 

contract confirmed to 

enable us to manage 
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by the Service provider to 

meet the terms of the 

contract reason why we 

terminated the contract 

though reinstated by the 

court. 

the revenue stream 

better. 

 

Land Rates Current 

Year 

35% Expired valuation Roll 

making it difficult to 

enforce collection. 

Draft valuation roll 

was at the public 

inspection stage. 

Single business 

Permit- Current year 

27% Weak enforcement 

structures 

Plans underway to 

establish the county 

court to aid 

enforcement of 

defaulters. Also, 

business licensing has 

been unified in an 

automated revenue 

management system. 

RAINDROPS CESS 41% The Cess and parking 

were revenue streams that 

were being collected by a 

contracted Service 

provider. The cess 

revenue stream registered 

low targets due to failure 

by the Service provider to 

meet the terms of the 

contract reason why we 

terminated the contract 

though reinstated by the 

court. 

The County was fast 

tracking the matter in 

court and hope to have 

the termination of 

contract confirmed to 

enable us to manage 

the revenue stream 

better. 

 

 

Committee’s Observations and Recommendations 
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The Committee observed that there was under collection of revenue during the 

financial year. The Committee further observed that the County Executive ought to 

have factored the revenue collection challenges that usually affect their revenue 

potential targets, especially during similar periods. The Committee recommends the 

County Executive to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Fast track the updating of the Valuation Roll to enhance collection of property 

rates; 

 Automate Revenue Collection;  

 Ensure strengthening the revenue forecasting model to enhance realism in their 

own source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act 

and provide information on the same within 60 days from the adoption of this 

report. 

 

17.0. Project Status and Implementation 

17.1. Project Status 

Review of project implementation status reports revealed delay in implementation of 

projects. Some projects planned and commenced in financial year 2013/14 are still 

incomplete with some stalled and no work going on at all. The table below gives a summary 

of the incomplete projects budgeted from 2013/14 to 2016/17 as per project status report 

availed by various departments during the audit.  

Financial year Total 

Department 
Contracted 

Amount (Kshs) 

Amount paid 

(Kshs) 

Work 

outstanding 

(Kshs) 

Agriculture, Livestock And 

Fisheries 
489,117,414 380,735,049 108,382,365 

Water, Environment, Natural 

Resources and Solid Waste 

Management 

692,598,700 375,311,599 317,287,101 
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Education, Sports and Youth 

Affairs 
720,625,839 375,311,599 345,314,240 

County Health Services 908,775,977 446,379,965 462,396,012 

Total 2,811,117,930 1,577,738,213 1,233,379,717 

 

The delays have been attributed to late payments and also non-performance by some 

contractors. 

Failure to deliver projects on time means the service delivery to the county residents has 

been affected negatively. The implementation cost of the projects may escalate due to 

delays in the implementation of project hence requiring more resources. 

This is contrary to Section 149 (1) of the Public Finance and Management Act 2012 which 

states that (1) an accounting officer is accountable to the county assembly for ensuring that 

the resources of the entity for which the officer is designated are used in a way that is; 

lawful and authorized. (2)(d) Ensure that all contracts entered into by the entity are lawful 

and are complied with. 

 

Management Response 

The county informed the Committee that- 

1. There were several factors contributing to the delayed completion of projects 

including delayed payments of certificates and rogue contractors who abandoned 

site even after being paid.  

2. The County Government has taken steps to terminate contracts of projects whose 

contractors were paid and did not go back to site.  

3. County also expedited payments to contractors despite occasional delays in 

disbursement of funds by the national treasury.  

4. Some of these projects were retendered, awarded to other contractors and are now 

complete.   

 

Committee’s observations and recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The committee recommends that in circumstances where there 

is delay in implementation of the projects, the respective stakeholders should be 

brought on board to ensure that the challenges are addressed and projects are 

implemented. In the event that a contractor is awarded a project and is not able to 

execute the works within the stipulated time, the tender should be cancelled and 

another contractor procured. 



 
 

Page 628 of 700 
 

 

  

17.2. Project Verification 

Physical verifications of projects amounting to Kshs.864,325,409 during the audit in the 

period between November 2017 to January 2018 revealed the following: 

No. Project Name  Contract 

Amount (Kshs)  

 Amount Paid 

(Kshs) 

Observation 

 
SCHOOLS 

   

1 

Construction 

of ICT Lab at 

Gede Youth 

Polytechnic 

                 

5,081,780.00  

               

4,611,516.00  

The project was practically 

completed but not in use. 

No wiring had been done 

to allow for electricity to 

be installed. The windows 

were all grilled as required 

but the door was not 

protected by any grills as 

provided for in the bills of 

quantities. No project 

signage erected. 

2 

Renovation of 

Gede 

Polytechnic and 

two classrooms 

                 

9,850,754.00  

               

8,178,482.00  

Project ongoing with two 

classrooms complete but 

not fitted with windows. 

Finishing works including 

plastering was not 

complete. Contractor had 

abandoned site. No project 

signage erected. 

3 Construction of 

4no. 

Classrooms for 

Amoeba Pre-

School in 

Gongoni  6, 419,072  

               

3,009,272.00  

The project had reached 

lintel stage. The contractor 

had abandoned site 
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4 

Construction of 

4no. Classroom 

Block, 4 

Cubicle Latrine 

and 2 No. 

Cubicle Latrine 

at Vipingo Pre-

School 

                 

7,844,372.00  

               

5,316,427.00  

The contractor had not 

been paid for work done. 

The classrooms were all 

complete, fitted with 

electricity fittings yet there 

was no power connection. 

The latrines were also 

complete and in use. The 

height of the corridor 

appeared too high for the 

students implying that the 

safety standards may not 

have been applied. The 

school had received 108 

chairs from the county. 

However, they were not 

put into use because no 

tables had been provided. 

No project signage erected. 

5 

Construction of 

ICT Lab 

AtDzitsoni 

Youth 

Polytechnic 

                 

4,984,752.00  

               

4,979,037.00  

The project was practically 

completed but not in use. 

No wiring had been done 

to allow for electricity to 

be installed. The project 

was not officially handed 

over as at 15/01/2018. The 

windows and doors were 

all grilled as provided for 

in the bills of quantities. 

The welding department 

was currently used as the 

Computer lab and had been 

equipped by the ICT 

department. 

 HOSPITALS 

AND 
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DISPENSARI

ES 

6 
Construction of 

County 

Medical 

Warehouse 

            

33,517,301.00  

          

15,937,197.82  

The projected was started 

in 2013/2014 and has 

stalled. The contractor was 

not at site by time of audit 

visit in December 2017 

7 
Oxygen Plant- 

Kilifi Hospital 

            

45,000,000.00  

          

45,000,000.00  

Delivered but not in use. 

Electrical work not 

completed 

8 Construction of 

Oxygen plant 

Shed- Kilifi 

Hospital 

               

4,030,512.80  

             

2,662,212.00  

Sheds done but electrical 

work still not done. The 

plant not in use 

9 

Construction of 

Lutsanga/Panga

niMaereni 

Dispensary 

            

16,628,948.00  

             

4,760,164.00  

The dispensary was 

budgeted and awarded in 

financial year 2014/15.  

Letter of notification - 

25/6/2015, contract signed 

on 7/7/2015 but first 

certificate was issued on - 

2 Dec 2016 of 

kshs.4,760,164. This delay 

was said to be have caused 

by dispute over site of the 

facility and the dispensary 

has been given two 

different names; Lutsanga 

Dispensary and Pangani-

Maereni Dispensary. The 

site visited has no sign 

board. The building has 

been roofed but no further 

work is going on. project 

stalled 
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10 

Construction of 

Lutsanga Road 

               

5,501,184.00  

             

5,501,154.00  

The road was done to open 

site for construction of 

dispensary at Lutsanga. 

The road though certified 

as completed was observed 

not to have been gravelled 

in full as per the bill of 

quantities 

11 
Construction of 

UwanjaWaNde

ge Dispensary, 

soak pit and 

staff houses 

            

28,886,800.00  

          

25,885,696.85  

The three main projects are 

complete but the 

dispensary has not been 

equipped nor staffed and 

has been lying unutilized 

since January 2017 

12 

Construction of 

Kilifi Mortuary 

            

31,400,330.00  

          

14,751,668.96  

The projected was started 

in 2013/14 but stalled. The 

contractor has returned to 

the site and observed 

mechanical works and 

electrical were ongoing 

13 Construction of 

Bamba Sub-

County 

Hospital 

Maternity and 

theatre 

            

32,528,761.00  

          

22,978,566.27  

The project was started in 

2014/15 but has not been 

completed and mechanical 

work was still ongoing 

14 Bamba Sub-

County – 

Incinerator  

            

15,290,909.00  

          

15,290,909.00  

Installed but not tested and 

not in use as electrical 

work not done 

15 Bamba Sub-

County – 

Incinerator 

House 

               

2,717,250.00  

             

2,717,250.00  

Electrical work not 

completed though paid in 

full 

 EXECUTIVE 

PROJECTS 
   

16 Construction of 

Mtwapa Market 

          

134,499,111.00  

          

43,792,418.00  

The project was to be done 

in phases. Work has 
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slowed down due to delay 

in payments and contract 

period has expired but 

work done is at 70% 

according to project status 

17 Refurbishment 

of Department 

of Trade 

headquarters 

            

12,500,003.40  

             

6,031,959.40  

Work not completed but 

contract period has 

elapsed. Contractor still on 

site.  

18 Construction of 

a Tailoring 

Block at Buni 

               

5,000,000.00  

             

4,164,760.00  

Main works done with pit 

latrine not yet done. 

Project not fully completed 

19 Construction of 

Mariakani 

High-rise 

market 

            

41,044,688.00  

          

33,044,688.00  

Project awarded in 

financial year 2013/14.  

Project has stalled with no 

work going on 

20 
Construction of 

Kilifi North 

Sub-County 

Office 

            

30,320,611.49  

          

11,058,604.00  

Project awarded on 30 June 

2014. Visit to the site 

revealed the project had 

stalled and contractor was 

not in site. 

21 

Develop and 

implement the 

Kilifi County 

Performance 

Management 

System 

            

24,771,800.00  

          

14,367,644.00  

The contract was entered 

into on 10 April 2015. The 

project was to commence 

on 15th July 2015 and was 

to be completed by mid-

November 2015 (80 

working days). However, 

as at 30 June 2017, the 

project was yet to be 

completed. From 13 June 

2016, no further 

developments have been 

undertaken on the project. 

This therefore implied that 

the project had stalled. 

Dashboard had been 
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installed but displayed nil 

results, implying that it 

was not in use. 

 

ROADS 

   

22 Upgrading of  

Malindi 

Township 

Roads to 

Bitumen 

Standard( 

Ngala-Malindi 

High-Muyeye-

New Bus Park) 

(Contract 

no.KCG/RTPW

/002/2016/2017

) 

          

222,113,018.00  

          

70,133,615.08  

Project Stalled (start date 

as at the time of visit on 17 

November 2017. the 

project is late by 9 months   

and contractor was not on 

site. 

23 Upgrading to 

Bitumen 

Standard of BP 

petrol station-

Eden Rock 

Road. 

(KCG/RTPW/0

61/2016/2017) 

             

100,000,000.00  

             

73,369,448.00  

The project was to be done 

in phases. Work has 

slowed down due to delay 

in payments and contract 

period has expired but 

work done is at 70% 

according to project status 

24 Upgrading of 

Malindi 

Township 

Roads to  

Cabro Standard 

             

183,963,340.00  

             

47,763,912.00  

Project stalled as at the 

time of visit on 17 

November 2017. 

Contractor was upgrade the 

road of 3 km to cabro 



 
 

Page 634 of 700 
 

(Ngala-HGM-

Kisumu 

Ndogo-Kanu 

Office)  

status, only 0.9 kms had 

done. LSO  was not dated 

25 

Rehabilitation 

of Tezo 

                 

9,969,214.00  

               

9,955,908.47  

Signage board indicated as 

sokoni ward roads. 2.0 km 

gravelled and 0.2 km was 

graded. Lso was awarded 

5/1/2017 after work had 

commenced as minuted on 

26/12/2016 

26 Completion of 

Mtwapa Bus 

park (Contract 

no.KCG/RTPW

/192877/2015/2

016/4 

             

180,000,000.00  

             

91,441,935.00  

At the time of visit 18 

November 2017 we 

observed that the project 

had been abandoned. The 

project was to be 

completed in August 2016. 

27 Kilifi Mnarani 

Street lights 

               

36,000,000.00  

             

35,981,142.00  

The project is complete 

and in use 

 AGRICULTU

RE AND 

OTHER 

PROJECTS    

28 

PURCHASE 

OF 

TRACTORS 

               

55,900,000.00  

             

55,900,000.00  

Tractors were delivered 

22nd Dec 2016, they are 

still held at Mtwapa ATC. 

Registration numbers have 

not been fixed.   

29 proposed 

construction of 

ice flake plant 

room; Malindi 

fisheries  

                 

2,607,709.00  

               

1,174,036.00  

There was evidence of 

cracks in the veranda of the 

building  

30 Establishment 

of Burangi 

irrigation 

scheme  

               

20,252,614.00  

             

14,045,320.00  

Two contractors are 

implementing the irrigation 

projects in one locality 

making it impossible to 
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distinguish the specific 

lines fixed by each of the 

contractors. There was no 

signage to identify the 

projects.  

31 

Supply, 

delivery and 

installation of 

pipes and 

fittings for 

burangi 

irrigation 

project  

                 

9,548,089.92  

               

8,936,648.00  

Two contractors are 

implementing the irrigation 

projects in one locality 

making it impossible to 

distinguish the specific 

lines fixed by each of the 

contractors. There was no 

signage to identify the 

projects.  

32 

Establishment 

of Dagamra 

irrigation 

project  

               

13,968,027.00  

             

13,968,027.00  

Four (4) pumps delivered. 

Two (2) were in use the 

other two are idle, one was 

said to be having injector 

problems. Pipes are few 

thus supplying irrigation 

water to a small 

population. No signage 

33 

Fencing of 

cattle dip at 

Sabaki 

                 

1,576,266.00  

                  

611,958.00  

Not functional. The 

contractor was not on site. 

The project had stalled 

after fixation of concrete 

poles; wire mesh had not 

been fixed. It was evident 

that the cattle dip is not 

being used by the residents 

as the dip was bushy.  

34 Supplying and 

installation of 

network at 

ATC Mtwapa. 

                    

819,503.00  

                  

819,503.00  

Connection done though it 

was not functional for 

failure to pay subscription 

fee.  
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35 

erection and 

completion of 

slaughter house 

at Marafa ward 

in Magarini sub 

county  

               

14,006,744.80  

               

4,440,131.40  

No signage to identify the 

project and the 

implementing agency. 

Roofing had been done to 

the structure and iron 

sheets fixed although the 

contractor was not on site.  

36 

 Construction 

of a social hall 

at Mpirani - 

Magarini ward  

                 

9,616,284.00  

               

4,062,484.00  

There were no signage/ 

sign boards. The contractor 

was not on site. The social 

hall was constructed up to 

the roofing stage. 

Windows, doors and iron 

sheets had not been fixed.  

37 construction of 

social hall in 

Bomani in 

Magarini 

                 

11,952,988.00  

                 

2,077,235.00  

The contractor was not on 

site. Walls had been 

erected up to the window 

level  

38 Cost of 

construction of 

social hall in 

Malindi  

                   

9,140,660.00  

                 

3,647,631.60  

The project was complete 

but not handed-over. There 

was no signage to identify 

the project 

39 

Construction of 

Chonyi 

Amphitheatre.  

                 

23,054,478.00  

                 

4,924,067.75  

The contractor was not on 

site. Transparent window 

in the roof had not been 

fixed. There was no fence 

and gate  

40 Supply, 

delivery, 

installation of 

desktop 

computers, 1 

photocopier 

computer desk, 

chairs and 

installation of 

LAN for 

                 

2,999,760.00  

               

2,999,760.00  

The equipment were 

confirmed to have been 

delivered and installed at 

the welding department 

since the building to install 

the computers was not 

complete yet. Chairs were 

of poor quality.  
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Dzitsoniyouth 

polytechnic.  

41 

Drilling and 

equipping of 

Mwawesa 

borehole 

               

10,971,052.00  

               

6,582,631.20  

Drilling, casing, solar 

pumping, storage tank (one 

instead of two) done. 

Reverse osmosis plant 

worth 90,000 not done, 

control room under 

construction. Borehole in 

use at the time of the visit. 

42 

Kambicha-

Marereni water 

supply pipeline 

project 23,887,177.17 

               

16,721,031.70  

Project was not in use as a 

dispute had arose with an 

existing World Vision 

Community project where 

the solar powered pumps 

could not sustain the 

increased demand. The 

County Government 

bought a generator to 

supplement the pumping, 

no pump thus projects not 

in use 

43 Drilling and 

equipping of 

Ndigiria 

borehole 10,971,052.00  6,582,631.20  

Drilling had been done and 

the borehole collapsed, no 

casing, no tanks, no solar 

installation, no water 

44 

Mapawa-

Kolewa Phase 

II Water supply 

project 

                 

8,997,620.00  

               

8,997,620.00  

Physical verifications done 

revealed piping had been 

done and one out of the 2 

water kiosks required had 

been constructed. An old 

line which was supplying 

the village twice a week 

before this project was 

commissioned was 

uprooted thus the village 

now has no water. Project 
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had stalled and contractor 

had abandoned site 

 

45 

Drilling and 

equipping of 

Kabatheni 

borehole 

               

10,971,052.00  

               

6,582,631.20  

Work had not started at the 

project site. A pole dug 

into the earth was indicated 

as the site where the 

geologists recommended 

for the borehole. 

46 

Drilling and 

equipping of 

Makonjeni 

borehole. 

               

10,971,052.00  

               

6,582,631.20  

Drilling done and salty 

water found, casing, solar 

pumping, storage tank 

platform and control room 

done. A damaged tank on 

site (not on platform). No 

water for the community 

47 

Mtwapa 

Scheme/Mtomo

ndoni water 

supply project 

               

19,950,000.00  

                                  

-    

Project had not started 

despite the award to the 

company more than six 

months ago. The project file 

had no correspondence on 

the reasons for delay or any 

remedial action taken on 

the contractor for breach of 

contract. 

48 

Bamba - Ganze 

Rising Main 

Water Project  

             

170,000,000.00  

          

105,547,535.0

0  

Physical verification of the 

project on 16th January 

2018 revealed that the 

project was 

ongoing.However, the 

original contractor did the 

first phaseand left site and a 

partnership betweenRed 

Cross and 

theCountyGovernmentto 
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complete theproject. 

However, noproper 

documentation of project 

agreement and site 

takeovers. 

Also no bill of Quantities 

availed. 

49 

Mitsedzini- 

Mirihinini 

Water Project  

               

20,990,900.00  

                                  

2,650,000   

Project had stalled with the 

contractor only laying the 

pipes, three water kiosks 

and the storage water tanks 

not been constructed. 

However, the Contractor 

invoiced the County for an 

expenditure of Kshs 

2,725,000 for piping and 

for training the water 

stakeholders and 

management committee. 

The contractor was not in 

site as at the time of audit 

 
Total 1,684,017,504 864,325,409  

 

Consequently, the propriety and value for money for Kshs.864,325,409 spent on projects 

for the year ended 30 June 2017 could not be confirmed. 

 

Management Response 

 

No. Project Name Observation 

 SCHOOLS  

1 Construction of 

ICT Lab at Gede 

Youth Polytechnic 

The project was practically completed but not in use. No wiring had 

been done to allow for electricity to be installed. The windows were 

all grilled as required but the door was not protected by any grills as 

provided for in the bills of quantities. No project signage erected. 
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Response 

All ICT labs were being implemented in phases. Phase one of the projects included construction 

works while electrical installation and operationalization of the labs was to be done in phase 

two. The department has completed construction of the ICT labs and has procured the services 

for the installation of Electrical works’ 

 

2 Renovation of 

Gede Polytechnic 

and two 

classrooms 

This project was completed and now is in use 

3 Construction of 

4no. Classrooms 

for Amoeba Pre-

School in 

Gongoni 

The project is complete and was handed over for utilization. 

4 Construction of 

4no. Classroom 

Block, 4 Cubicle 

Latrine and 2 No. 

Cubicle Latrine 

at Vipingo Pre-

School 

By the time of the audit exercise the department had supplied 108 

chairs and has completed the distribution of 12 tables this financial 

year. The height of the corridor is standard as shown in the 

attached photos. The contractor cannot be paid full amount 

because the project is incomplete pending electrical installations. 

5 Construction of 

ICT Lab At 

Dzitsoni Youth 

Polytechnic 

All ICT labs were to be implemented in phases. Phase one of the 

projects included construction works while electrical installation 

and operationalization of the labs was to be done in phase two. 

The department has completed construction of the ICT labs and 

has procured services for the installation of Electrical work. At the 

time of the audit, the furnishing of the ICT lab was not yet 

completed and hence the supplied ICT equipment was housed in 

the welding department to allow use by the students 

 HOSPITALS AND 

DISPENSARIES 

 

6 Construction of 

County Medical 

Warehouse 

The tender of the project was awarded to the main contractor 

while the electrical and mechanical works were to be undertaken 

by a subcontractor. The tender to identify a sub- contractor for 

electrical and mechanical works was done separately. The tender 
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was advertised thrice but the bidders were nonresponsive. The 

County was in the process of retendering it for the fourth time. 

7 Oxygen Plant- 

Kilifi Hospital 

The oxygen plant was complete and in use. 

 

8 Construction of 

Oxygen plant 

Shed- Kilifi 

Hospital 

The construction of oxygen plant shed was complete and in use. 

 

9 Construction of 

Lutsanga/Pangani

Maereni 

Dispensary 

The project had been stalled by the time the auditors visited the site 

because the project was awaiting the mechanical and electrical 

works that was tendered separately. Now the contractor was on site 

to undertake the works 

10 Construction of 

Lutsanga Road 

The work was completed as per the Bill of Quantities. 

11 Construction of 

UwanjaWaNdege 

Dispensary, soak 

pit and staff 

houses 

The facility was officially opened in FY 2017/2018 after the 

recruitment of medical staff. The facility is now equipped and 

offering services to the residents. 

 

12 Construction of 

Kilifi Mortuary 

Kilifi county hospital mortuary construction was in progress and 

at the finishing stages 

 

13 Construction of 

Bamba Sub-

County Hospital 

Maternity and 

theatre 

Construction of Bamba Sub-County Hospital Maternity and 

theatre has since been completed and equipping was ongoing in 

readiness for operationalization. 

 

14 Bamba Sub-

County – 

Incinerator  

The Bamba Sub County Hospital Incinerator has since been 

commissioned and in use. This has ensured effective medical 

waste management and hence health providers and patients safety 

15 Bamba Sub-

County – 

Incinerator House 

The electrical works for Bamba Sub County Hospital Incinerator 

house were complete, and the equipment in use. 

 EXECUTIVE 

PROJECTS 
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16 Construction of 

Mtwapa Market 

The project was 90% complete and has been projected for 

completion in the financial year 2017/18 

17 Refurbishment of 

Department of 

Trade 

headquarters 

The project was 95% complete and has been projected for 

completion in the FY 2018/2019. 

18 Construction of a 

Tailoring Block at 

Buni 

The pit latrine was complete and in use. 

 

19 Construction of 

Mariakani High-

rise market 

The project was complete and in use 

 

20 Construction of 

Kilifi North Sub-

County Office 

The department terminated the contract as the contractor had 

abandoned the project, and tender re-advertised.  

 

21 Develop and 

implement the 

Kilifi County 

Performance 

Management 

System 

The project was donor funded through support from UNDP. 

The contractor had not been paid by the donor for the works done 

by the time of audit. This made the contractor to abandon the 

project 

 ROADS   

22 Upgrading of  

Malindi Township 

Roads to Bitumen 

Standard( Ngala-

Malindi High-

Muyeye-New Bus 

Park) (Contract 

no.KCG/RTPW/00

2/2016/2017) 

The slow implementation was occasioned by cash flow problems 

that forced the contractor to scale down staff to the bare 

minimum. He did not entirely abandon the site though. Payment 

was done and the Contract was extended at no extract cost to the 

County and the Contractor returned back to site. The project was 

complete. 

 

23 Upgrading to 

Bitumen Standard 

of BP petrol 

station-Eden Rock 

Road. 

The slow project implementation was due to delayed payments by 

the County Government. The contract period has been extended at 

no extra cost to the County and the Contract is on site. The project 

is due for completion in the FY 2019/2020. 
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(KCG/RTPW/061/

2016/2017) 

24 Upgrading of 

Malindi Township 

Roads to  Cabro 

Standard (Ngala-

HGM-Kisumu 

Ndogo-Kanu 

Office)  

The slow implementation was occasioned by delayed payments to 

the contractor, where two payments certificates were not paid in 

time. 

However, the project completed and in use 

25 Rehabilitation of 

Tezo 

There was a confusion in erecting the Signage because the same 

contractor was doing both the Sokoni ward and Tezo wards roads. 

26 Completion of 

Mtwapa Bus park 

(Contract 

no.KCG/RTPW/19

2877/2015/2016/4 

The implementation of the project was slow and the contractor 

did not adhere to the work schedule/plan provided, citing 

financial constraints on her part and also delayed payments on the 

part of the County. 

By the time the company deserted the site certified and paid for 

work was at 91,441,935 being at 50% completion. 

The County terminated the tender after several warnings to the 

contractor were not honored. 

The contract was retendered and awarded to another Contractor, 

and the project is 80% complete. The works was scheduled for 

completion by the end of FY 2018/2019. 

 

27 Kilifi Mnarani 

Street lights 

The project completed and in use 

 

 AGRICULTURE AND OTHER PROJECTS 

28 PURCHASE OF 

TRACTORS 

The tractors delivered at ATC were awaiting registration 

numbers. The registration numbers have since been obtained and 

tractors were working in different sub counties. 

29 proposed 

construction of ice 

flake plant room; 

Malindi fisheries  

Ice Flake building cracks noted on the veranda in front of the ice 

flake building in the report were noted and reported to the clerk of 

works. This was at a time when the contractor had not claimed the 
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10% retention money. The contractor repaired the defects under 

the supervision of the public works officer.  

30 Establishment of 

Burangi irrigation 

scheme 

The project of irrigation implemented at Burangi was designed by 

NIB with a potential of over 1000 acres and the county was to 

initiate it. The project was divided into two phases of 200 acres 

and 400 acres, tendered separately and awarded to different 

contractors. This was necessary for purposes of cash flow 

management since the implementation was to take place in two 

different financial years as per budget allocations. In first phase 

the contractor was to install 4 pumps and other infrastructure lay 

out (pipes and fittings for water distribution) to cover 200 acres, 

while in the second phase the contractor was to install 8 pumps 

and infrastructure lay out to cover 400 acres. 

31 Supply, delivery 

and installation of 

pipes and fittings 

for burangi 

irrigation project  

32 Establishment of 

Dagamra 

irrigation project  

The four pumps supplied were each connected to an independent 

water supply line and are in good working condition. 

The pump with an injector problem – this was an issue an of 

maintenance which the farmers group was handling with the 

support of the department of the agriculture.  

33 Fencing of cattle 

dip at Sabaki 

The cattle dip at Sabaki stalled because there was need for some 

slight redesigning as the perimeter fence plan crosses over the 

cattle holding boma, this may need slight variation and funds 

budgeted for in the financial year 2019/2020. 

34 Supplying and 

installation of 

network at ATC 

Mtwapa. 

The subscription fee was paid for Internet connectivity at Atc 

Mtwapa and was working. 

35 erection and 

completion of 

slaughter house at 

Marafa ward in 

Magarini sub 

county  

Marafa slaughter house roof level has been done, waste 

management pits have been dug and reinforcement on the same 

was ongoing with funds allocated for the completion of the 

slaughter house in FY 2018/2019 budget. 

36  Construction of a 

social hall at 

Mpirani - Magarini 

ward  

The project was ongoing and the contractor doing the interior 

work finishes such as ceiling, plastering, plumbing and septic and 

soak pit work. 
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38 Cost of construction 

of social hall in 

Malindi  

The project was complete awaiting handing over from the 

contractor. 

 

39 Construction of 

Chonyi 

Amphitheatre.  

The project was ongoing with some fittings like roof window pen 

and lights to be completed 

40 Supply, delivery, 

installation of 

desktop computers, 

1 photocopier 

computer desk, 

chairs and 

installation of LAN 

for Dzitsoni youth 

polytechnic.  

 

The equipment were delivered and installed in the welding 

department for use by the students awaiting completion of the ICT 

lab. The ICT lab has been completed and the computers and 

equipment have been moved to the Lab. 

 

41 Drilling and 

equipping of 

Mwawesa borehole 

The reverse osmosis plant was installed to reduce the salinity of 

the water at the borehole and also the control room was 

completed 

42 Kambicha-Marereni 

water supply 

pipeline project 

Due to the insufficient capacity of the solar powered pumps that 

world vision had installed the county government   decided to boost 

the pumping ability by procuring a generator to supplement the 

solar powered pump. The county included the pump procurement 

in the 2017/18 budget and the contract has been advertised and 

awarded for the contractor to supply the pump so that the 

community can benefit from the project. The pump was installed, 

and the community benefiting from the project 

43 Drilling and 

equipping of 

Ndigiria borehole 

During the audit visit the contractor was engaging the department 

after the collapse of the borehole on the identified site the 

contractor then went back on site and completed the borehole as 

per the contract requirements. Now in use 

44 Mapawa-Kolewa 

Phase II Water 

supply project 

The contract was awarded and the contractor carried out the 

following activities, piping of the 4.2 km and construction of the 

water kiosks. The contractor was also requested to do a 

rehabilitation of the old line that had been supplying the village 

twice a week to also supplement the constructed pipeline. During 
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verification the contractor was offsite sourcing for materials for the 

rehabilitation. The project was ongoing. 

 

45 

 

 

 

Drilling and 

equipping of 

Kabatheni borehole 

The borehole at kabatheni was completed and operational. 

46 

 

 

 

 

 

 

 

 

Drilling and 

equipping of 

Makonjeni 

borehole. 

The borehole at makonjeni was operational and the tank was 

replaced by the contractor. 

 

47 Mtwapa 

Scheme/Mtomondo

ni water supply 

project 

The contractor was to undertake the project in Mtwapa and the 

project was to traverse through private land belonging to KALRO 

Mtwapa. The department wrote to the institution requesting for 

permission to allow the contractor to carry out the project. The 

institution delayed to respond hence the delay in the 

implementation of the project. The project was complete 

48 Bamba - Ganze 

Rising Main Water 

Project  

 

Response 

The Bamba-Ganze main rising pipeline phase one was initially contracted to a contractor 

by the County government who completed the first phase with phase two of the project 

costing K.shs125,000,000 being co-funded by the County government and the Red cross 

society of Kenya. An agreement was entered for red cross to fund the project with K.shs 

75 million while to County government was to fund K.shs 50 million to enable completion 
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of phase two of the project. The authorization to fund the K.shs50,000,000 was approved 

through a cabinet memo. 

 

49 

 

 

 

 

 

 

 

 

 

 

Mitsedzini- 

Mirihinini Water 

Project  

Project had stalled with the contractor only laying the pipes, three 

water kiosks and the storage water tanks not been constructed. 

However, the Contractor invoiced the County for an expenditure 

of Kshs 2,725,000 for piping and for training the water 

stakeholders and management committee. The contractor was not 

in site as at the time of audit. 

Response 

The contractor was paid a part payment for the works that had been completed pending 

construction of   the storage water tank and kiosks, the contractor had to repair the line 

that was to supply the main pipeline that was being constructed instead of constructing 

water kiosks and put water point for the communities to accesswater from the pipeline 

instead of the water kiosks. The contractor has now completed the water tank and is to 

request the remaining payment certificate. The project was to be managed by the 

community so there was need to train the community on matters relating to operation and 

management of the water pipeline 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Committee’s observation and recommendations 
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The committee noted the mitigation measures made by the county government, and 

agreed with the recommendations by the auditor general. The Committee 

recommends that the County Executive should put in place proper project 

monitoring systems to ensure projects are implemented as per specifications and 

within the set timelines. The Committee further recommends that the auditors to 

review the status and progress of all ongoing projects identified in this query in the 

subsequent Financial years. 
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5.3. FINANCIAL YEAR 2015/2016 

 

 

 

The Governor of Kilifi County, Hon. Jeffah A. Kingi appeared before the Committee on 

30th May, 2019 and 8th July, 2020 to respond (under oath) to audit queries raised in the 

Report of the Auditor General on Financial Statements for Kilifi County Government for 

the Financial Year 2015/2016.  

Disclaimer of Opinion 

1.0 Presentation of the Financial Statements 

The financial statements availed for audit review reflected the following anomalies: 

 

1.1. The annexes on outstanding imprests, pending bills and fixed assets register as 

prescribed by the Public Sector Accounting Standards Board (PSASB) were omitted 

from these financial statements. 

 

1.2. The table of content to the financial statements do not reflect the header. 

1.3.  Total payments of Kshs. 8,477,083,055 in the statement of receipts and payments 

differ with the summary statement of appropriation:  development and recurrent 

combined amount of Kshs. 8,451,644,581resulting in unexplained nor reconciled 

variance of Kshs. 25,438,474. 

 

Consequently, the financial statements for the year ended 30 June 2016 do not comply with 

International Public Sector Accounting Standards (IPSAS) No. 1 on presentation as 

prescribed by the Public Sector Accounting Standards Board (PSASB). 

 

Management Response  

The management informed the Committee that-  

1. The annexes on outstanding Imprests, pending bills and fixed assets register were 

omitted in the submitted financial statements but were later attached to the amended 

financial statements. 

The County provided a copy of the outstanding imprests and pending bills amounting to 

Kshs 82,280,923 and Kshs 1,103,199,669respectively for verification by the Committee 

2. the Transition authority and later the Inter-Governmental Relations Technical 

Committee (IGRTC) undertook an exercise to identify the assets and liabilities of 

the defunct local authorities. A report was submitted to the Intergovernmental 
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Budget and Economic Council (IBEC) to provide guidance on the valuation policy 

and procedures for the assets and further validation of the liabilities. 

3. The County Government has also engaged a consultant who identified and tagged 

the county assets and developed an asset register but the assets identified were not 

valued.  

4. The error in the table of contents was noted and had been rectified in the subsequent 

financial statements. 

5. The figures stated in the audit report were from the submitted financial statements 

but were corrected in the amended financial statements attached to the audit report. 

Committee’s observations and Recommendations  

 The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 The Public Sector Accounting Standards Board (PSASB) should carry out 

advocacy and capacity building programmes to County Treasuries on 

International Public Sector Accounting Standards (IPSAS) guidelines. 

2.0 Erroneous Posting of Budgeted Expenses 

 

The financial statements presented for audit for the year ended 30 June 2016 had expenses 

posted in the wrong classes of budget items (votes) amounting to Kshs.263,192,221 as 

detailed below: 

 

Vote Amount erroneously 

Postedin 

this vote 

Kshs. 

Utility supplies and services 12,033,108.30 

Communication Supplies and services 3,389,407.25 

Printing advertising and information 2,141,144.00 
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Training expenses 7,354,882 

Specialized Material Services 57,486,999.00 

Office and General supplies 17,410,015.00 

Routine Maintenance - other assets 2,565,835.00 

Routine Maintenance - Motor vehicles 2,737,409.00 

Construction of Buildings 97,706,307.4 

Purchase of Certified seeds 5,771,215.00 

Acquisition of Land 54,595,899.00 

Total 263,192,221.00 

Consequently, the accuracy and completeness of the County Executive's financial 

statements for the year ended 30 June 2016 could not be confirmed. 

 

Management Response 

The management stated that misclassification amounting of Kshs 263,192,221was 

corrected through journal vouchers as listed below; 

 

Expenditure item Amount 

misclassified 

Correcting Journal Vouchers 

Utility supplies and services 12,033,108.30 5, 9, 10 and 14 of 2015/2016 

Communication Supplies and 

services 

3,389,407.25 10, 11, 14, 17, 24 and 25 of 

2015/2016 

Printing advertising and 

information 

2,141,144.00 5, 11, 14, 19 and 25 of 

2015/2016 

Training expenses 7,354,882.00 17, 25, 27 and 31 of 2015/2016 

Specialized Material Services 57,486,999.00 5, 10, 11, 18, 19, 25 and 26 of 

2015/2016 

Office and General supplies 17,410,015.00 5, 10, 11, 14, 24 and 25 of 

2015/2016 

Routine Maintenance – other 

assets 

2,565,835.00 5, 10, 15 and 20 of 2015/2016 

Routine Maintenance – Motor 

vehicles 

2,737,409.00 5, 10, 20 and 5 of 2015/2016 

Construction of Buildings 97,706,307.40 5, 15, 16, 18, 26, 28 and 30 of 

2015/2016 

Purchase of Certified seeds 5,771,215.00 18 and 30 of 2015/2016 

Acquisition of Land 54,595,899.00 6, 7 and 8 of 2015/2016 
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Total 263,192,221.00  

 

Committee’s Observations and Recommendations 

 

The Committee noted that there was poor record keeping in the procurement and 

accounting departments. The Committee recommends that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance and the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to paragraph 90 of the Public Finance Management (County 

Governments) Regulations. 

 The Public Sector Accounting Standards Board (PSASB) should carry out 

advocacy and capacity building programmes to County Treasuries on 

International Public Sector Accounting Standards (IPSAS) guidelines 

 

 

3.0 Variance between Financial Statements and IFMIS 

Examination of the bank reconciliation statements for the month of June 2016 revealed that 

the County Executive paid for expenses amounting to Kshs.1,729,048,786 through the 

County Development Bank account no.1000170198 at Central Bank of Kenya. However, 

examination of the IFMIS cash book revealed that these payments were made outside of 

the IFMIS system as evidenced by lack of corresponding entries posted in the IFMIS 

cashbook. 

As a consequence, the accuracy and completeness of these financial statements for the year 

ended 30 June 2016 could not be ascertained. 

Management Response 

The County acknowledged that payments worth Kshs. 1,729,048,786 were paid through 

the Kilifi Development bank account no. 1000170198 and that payments were actually 

processed through IFMIS. All payments being made through the Internet Banking (IB) 

system of the Central Bank can only originate from the IFMIS system and there was no 

any other interface to the IB system other than IFMIS. However, the County Government 

has been experiencing challenges with the IFMIS system where some transactions paid do 

not reflect in the IFMIS Cashbook.  

Committee’s Observations and Recommendations 
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The Committee noted that the accuracy of the financial statements and the IFMIS is 

a prime responsibility of the county government. The committee further observed 

that the variances do occur in the system, however it’s the user’s responsibility to 

clear outstanding effects in IFMIS systems through auto-reconciliations regularly. 

The committee therefore, recommends that the County CEO must ensure that the 

IFMIS reports produced are the true records. The committee further recommends 

that the counties should constantly train the staff and have staff commitment to 

regularly interrogating the system.    

 

4.0 Cash and Cash Equivalents 

4.1. Bank Balances 

The statement of assets as at 30 June 2016 reflects bank balances amounting to 

Kshs.1,883,171,971. However, the cash book balance reflected an amount of 

Kshs.610,464,375 resulting in unexplained nor reconciled variance of Kshs1,272,707,596. 

In addition, included in the bank balance figure of Kshs.1,883,171,971 is an amount of 

Kshs.924,811,410 for the County Assembly of Kilifi contrary to Section 164 of Public 

Finance Management Act, 2012 which states that, accounting officer of every county 

government entity shall prepare financial statement in respect of the entity. 

Consequently, the propriety, accuracy and completeness of the bank balance of Kshs.  

1,883,171,971 as at 30 June 2016 could not be ascertained. 

Management Response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements 

which later were corrected in the amended financial statements attached in this report 

and the bank balance for County assembly was excluded in compliance with Section 

164 of the PFM Act, 2012.  

2. The correct bank balance as per the statement of assets was Kshs 688,360,562 which 

agreed with the cashbook balances of Kshs 688,360,562 in the amended financial 

statements in the audit report. 

Committee’s Observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

4.2. Undisclosed Bank Accounts 
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Note 10A to the financial statements discloses bank balances of Kshs.1,883,171,971. 

Records available for audit revealed that the County operated a total of twenty nine(29) 

Bank accounts.  However, two (2) bank accounts at Kenya Commercial Bank and National 

Bank of Kenya with bank balances as at 30 June 2016 of Kshs.9,079,348 and 

Kshs.35,096,734 respectively, all totaling Kshs.44,176,082 were not disclosed in the 

financial statements. Further, out of the twenty nine (29) bank accounts operated by the 

County Executive, only five (5) bank reconciliation statements were availed for audit 

review. 

In the circumstances, the propriety and completeness of the bank balances of Kshs 

1,883,171,971 as at 30 June 2016 could not be confirmed. 

 

Management Response 

 

The management responded as follows- 

1. The two bank accounts stated in the audit report were not disclosed in the submitted 

financial statements and it was an error of omission. 

2. The two accounts were Kilifi County Gratuity account no. 01001019119800 at NBK 

Kilifi branch and Kilifi County Executive salary account no. 1147302626 at KCB 

Kilifi branch. 

3. The total amount of Kshs 44,176,082 with respect to these bank accounts was 

included as a prior year adjustment in FY 2016/2017 financial statements. 

4. The two (2) bank accounts referred to in the query have been corrected in the 

subsequent financial statements FY 2016/2017. 

5. The 24 bank reconciliation statements were not availed for audit review because the 

bank reconciliation statements and cashbooks had not been fully updated during the 

time of the audit.  However, the 24 bank reconciliation statements were later updated 

and availed for audit review. 

 

Committee’s Observation and Recommendations 

 

The committee noted that the response given by the management and the mitigation 

measures undertaken. The Committee further noted that there was poor record 

keeping in the procurement and accounting departments. The Committee 

recommends that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 
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 The CECM–Finance, the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to PFM (County Governments) Regulations paragraph, reg. 90 

 the Public Sector Accounting Standards Board (PSASB) should carry out 

advocacy and capacity building programmes to County Treasuries on 

International Public Sector Accounting Standards (IPSAS) guidelines 

 

 

4.3. Cash in Hand 

The statement of financial assets as at 30 June 2016 reflects cash in hand balance of 

Kshs.825,093. However, records availed for audit indicated that cash in hand totaled to 

Kshs.18,519,782 resulting in unexplained nor reconciled variance ofKshs.17,694,689 

Further, cash survey certificates were not availed for audit review. 

Consequently, the accuracy and completeness of the cash in hand balance ofKshs,825,093 

as at 30 June 2015 could not be ascertained. 

 

Management Response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements but 

later corrected in the amended financial statements attached in this report. 

2. As per the amended financial statements submitted to the Office of the Auditor General, 

cash in hand as reflected in the statement of financial assets was Kshs 18,519,782. 

3. The cash in hand was as reflected in the cashbook cash balance carried forward but the 

actual cash was not available for verification because of under banking by the Malindi 

Town Treasurer, Mr. Dan Obura of Kshs 17,513,662.40. 

4. The matter was reported to the relevant investigating agencies but the officer passed 

away in the cause of administration of disciplinary action. 

Committee’s Observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

4.4. Irregular Payment of Retention Money 

Note 10A to the financial statements discloses bank balances of Kshs.1,883,171,971 which 

includes Kshs.179,325,802 from retention account. Examination of the cash books and 

bank statements revealed that the County Executive of Kilifi transferred a total of 
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Kshs.216,981,745.20 from the retention bank account to other banks for expenditures other 

than repayment of the retentions. 

 

Consequently, the propriety of Kshs.216,981,745.20 spent from retention money for the 

year ended 30 June 2016 could not be ascertained. 

 

Management Response 

1. The County submitted that Pursuant to Sec 83 (1) of the PFM Regulations 2015 

“The County Treasury shall be responsible for establishing sound cash management 

systems, procedures and processes, to ensure efficient and effective banking and 

cash management practices”.  (2. (c) “avoiding accumulation of idle balances; (c) 

using short term borrowing only when it is necessary”. For this reason the County 

Executive of Kilifi spent a total of Kshs216,981,745.15 in the financial year 

2015/2016 from the Retention account to pay salaries and other obligations which 

had fallen due.  

2. That the borrowing from the retention account was caused by delay in release of 

funds from the national treasury which led to a cash flow crisis that necessitated 

urgent interventions.  

3. Kshs 155,810,065.15 had been repaid to the retention account and the balance of 

Kshs 61,171,680 was to be refunded 2018-2019   

Committee’s observation and recommendation 

The committee noted the County borrowed the money from the Retention Account 

instead borrowing expensive Commercial Bank loans which would accrue interest 

costs and the money was refunded to the Retention Account in September, 2018 and 

therefore the query stands cleared.  

4.5. Defunct Local Authority Bank Accounts 

Included in the bank balance of Kshs.1,883,171,971 as at 30 June 2016 is an amount of 

Kshs.123,340 (2014/2015 - Kshs.770 ,898) being a bank balance of the defunct Local 

Authority. This is an indication that the County Executive has continued to use this account 

contrary to National Treasury Circular No. 14 which directed all the accounting officers of 

the County Government to close all bank accounts from the defunct Local Authorities. 

As a consequence, the County Executive is in breach of the Law. 

 

Management Response 
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The Governor informed the Committee that as at 30th June 2014 all bank accounts of the 

defunct local authorities had been closed except for four (4) which held Kshs 770,898 

despite letters instructing the banks to close them and transfer the balances to the County 

revenue collection account. The reason for the delay of closure of the accounts cited by the 

bank was that, in spite of the fact that these accounts were held by the local authorities, 

their operations were jointly done with the then Ministry of Local Government.   

He further stated that all the four accounts had been closed in compliance with the National 

Treasury circular. 

The County submitted for verification a copy of the letter of instructions to the bank to 

close the accounts, final bank statements and letters from the bank confirming the closure 

of the accounts. 

 

Committee’s observations and Recommendations 

 

The Committee noted the efforts and the mitigation by the County Government to 

close the accounts identified by the auditors and recommends the Senate to clear the 

query. 

 

5.0 Outstanding Imprest 

The statement of financial assets as at 30 June 2016 reflects outstanding imprests of 

Kshs.82,280,923. However, perusal of imprest register revealed that imprests amounting 

to Kshs.56,366,939 were outstanding for more than 6months contrary to Section 92 (5) of 

the Public Finance Management Act Regulations, 2015 which requires imprests to be 

surrendered within 7 working days. In addition four officers were issued with more than 

one imprest totaling Kshs.339,750 contrary to Section93(4)of the Public Finance 

Management Act Regulations,2015 which states that the applicant to an imprest must 

ensure that there is non outstanding imprest and that the accounting officer or AIE holder 

shall ensure that no second imprest is issued to any officer before the first imprest is 

surrendered or recovered in full. 

Consequently, the management was in breach of the law and the accuracy and propriety of 

the imprests balance of Kshs.82,280,923 as at 30 June 2016 could not be confirmed. 

 

Management Response 

The management responded as follows- 
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1. That the Part of the Kshs 56,366,939 that had been outstanding for more than six 

months was Imprests totaling to Kshs 43,449,335 issued to county assembly as a 

standing imprest. This imprest was meant to cater for the Assemblies operations 

during a period when payments for the assembly were made centrally at the County 

Treasury.  

2. These imprests remained long outstanding since they were issued and meant to be 

surrender at the end of the financial year by the County Assembly but the said 

imprests were fully surrendered and accounted for.  

3. The four officers issued with more than one imprests were for both Standing (Office 

running imprest) and Temporary (safari) imprests. The county government has been 

ensuring that the imprests were issued and surrendered as per the PFM Act,2012.  

Committee’s observations and recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

6.0 Revenue 

6.1 Other Receipts 

Note 4 to the financial statements for the year ended 30 June 2016 reflects other receipts 

amount of Kshs.666,719,377. However, analysis of the total collections revealed that an 

amount of Kshs.604,252,021.04 was collected, resulting in unexplained nor reconciled 

variance of Kshs.62,467,355.96. Further, included in other receipts amount of Kshs. 

666,719,377 are receipts from locally generated revenue amounting to 

Kshs.456,596,543.74 whose support was based on revenue banked to each revenue bank 

account rather than on summaries of daily collections. Further, the schedule in support of 

the interest received of Kshs.392,758 and which is included in other receipts was not 

availed for audit review. 

In the circumstances, the accuracy and completeness of other receipts amount of 

Kshs.666,719,377 for the year ended 30 June 2016 could not be confirmed. 

Management Response 

The management responded as follows- 
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1. The figure of Kshs 666,719,377 was from the submitted financial statements which was 

later reconciled to Kshs 684,414,066 as listed below as per the amended financial 

statements attached to the Audit report. 

Source Amount 

Receipts from administrative fees and charges 456,203,786 

Facility Improvement Fund 227,814,522 

Interest Receipts from bank accounts 392,758 

Total 684,411,066 

1. That Kshs 456,596,543.74 was based on banking to the respective bank accounts. This 

was as a control measure to ensure money was banked by the payee and receipts issued 

to the respective payees after submission of banking slips. Therefore the receipts in the 

cashbook would correspond to the banking in the bank statement. These transactions 

were correctly reported in the revenue collection cashbooks as receipts directly banked 

in the bank accounts. 

2. Kshs 392,758 was interest receipt in the Kilifi County Retention Bank Account held 

at the Diamond Trust Bank.  

3. The variances reported by the Auditor general were addressed in the amended 

financial statements that were submitted to the Auditor General as attached in the 

report. 

 

Committee’s observation and Recommendations 

 

The committee observed that the matter now stands resolved, however, there was 

poor record keeping in the procurement and accounting departments. The 

Committee recommends that- 

 The registry, procurement and accounting departments be staffed with qualified 

personnel who are members of the respective professional bodies. 

 The CECM–Finance, the Accounting Officer (Chief Officer-Finance) should 

ensure adherence to PFM (County Governments) Regulations paragraph, reg. 90 

 

6.2. Revenue Collections by Contracted Service Provider 

Perusal of the contract document availed for audit between the County Executive and the 

revenue collection service provider revealed that the County Executive was entitled to 70% 

while the revenue collective service provider was entitled to 30 % of the revenue collected 

annually. The agreement further indicated that the total revenue collection should not fall 

below Kshs.123 million annually. It was noted that the revenue collection service provider 
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printed their own receipts books, deposited money in their private bank accounts instead 

of direct deposit into the escrow account without supervision of revenue collection by the 

County Executive.  Further, the County Executive prepared cash books from the deposits 

made in the bank by the service provider without independent verification of the figures. 

Examination of escrow bank statements availed for audit revealed that there was an 

opening balance of Kshs.85,514,785.76 and total banking  during the year was 

Kshs.86,884,856.10 resulting in total balance of Kshs.172,399,641.86. The County 

Executive was expected to receive Kshs.120,679,749 or 70% but they only 

receivedKshs.33,326,154.65 or 19% resulting in a loss of Kshs.87,353,595. The service 

provider received Kshs.72,925,119.41 or 42%. 

Consequently, the revenue collection service provider was in breach of the contract and the 

County Executive as a result of this breach, lost revenue amounting to Kshs.87,353,595 for 

the year ended 30 June 2016. 

 

Management Response 

The management responded as follows- 

1. The contract with the service provider was terminated in February, 2015 on account 

of, amongst other reasons, failing to meet the revenue targets as specified in the 

contract. It was provided under the contract the company was to collect 123Million 

annually and where the shortfall is not achieved Raindrop Limited was to reimburse 

the county government the amount equivalent to 70% of the 123 Million out of its 

commission.  

2. Another reason for termination was that Raindrops Limited failed to provide an 

infrastructure development plan as obligated under the contract. This plan also was 

to provide for rolling out of an automated system of collection of cess and parking 

fees.  

3. At the time of termination, Raindrops Limited had taken over collection (in clear 

violation of the provisions of the contract) and was doing so manually (hence the 

printing of their own receipts). 

4. As a result of the termination notice, Raindrops Limited filed an injunction to stop 

the termination in HCCC No. 9 of 2015, Malindi and the court agreed to stay our 

decision to terminate pending arbitration. 

5.  Subsequently thereto Raindrops Limited made a number of applications for 

purposes of payment which the court granted totaling to Kshs 72,925,119.  

6. The County Government has challenged all the awards and in essence has moved 

the court with an application of taking of accounts to determine whether the 
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company should have been paid in the first instance. This matter was yet to be 

determined and was pending before the High Court. 

Committee’s observations and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The Committee recommend that the CEO of the County 

should ensure the County was not disadvantaged in the court case. 

6.3. Swiping of Revenue Collected to County Revenue Fund Account 

Review of revenue cash books and bank statements availed for audit revealed unbanked 

revenue at the end of the year as shown below: 

Failure to bank revenue received into County revenue fund account is contrary to Article 

207(1) of Constitution of Kenya which requires all money raised and received to be 

deposited in the County Revenue Fund (CRF) account. 

The management was therefore in breach of the law. 

Management Response 

The Management responded as follows- 

1. The Kshs 57,405,715 reported as unbanked revenue was actually a variance 

resulting from erroneous double receipting of revenue. Apart from the revenue 

being recognized in the 3 accounts tabulated below, it was also erroneously 

recognised in the KCG main revenue account.  

  KCG 

AGRICULTURE 

REVENUE 

COLECTION A/C-

01141466268700 

KCB CESS 

A/C -KCB 

ACCOUNT 

No.  

1175862053 – 

Bamburi 

Cement 

Payments 

KCB 

PARKING 

A/C - KCB 

ACCOUNT 

No 

1175862436 

TOTAL 

MONTH MONTHLY 

DEPOSITS 

      

Jul-16  16,800      16,800.00  

Aug-16  14,150      14,150.00  

Sep-16  79,800      79,800.00  

Oct-16  10,650      10,650.00  

Nov-16  54,000    161,380  215,380.00  
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Dec-16  16,400    199,890  216,290.00  

Jan-17  20,750  36,581,813     36,602,562.80  

Feb-17  10,350    483,510  493,860.00  

Mar-17  76,770  6,073,379    6,150,149.00  

Apr-17 1,077,245  3,833,441    4,910,686.00  

May-17  938,195  3,580,261    4,518,456.00  

Jun-17  723,190  3,453,741    4,176,931.00  

  3,038,300  53,522,635  844,780   57,405,714.80  

 

2.  that all revenue collected was swept to the County Revenue Fund as required by 

law. 

Committee’s observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

6.4. Report of Waivers and Exemptions 

Review of High Court rulings on claim for payment by the revenue collection service 

provider revealed that the Company was awarded Kshs. 98,174,772.54 based on 30% of 

cess fees waived to the three (3) cement companies mining in Kilifi County as the 

companies were being given discount of cess fees payable. However, no reports on waiver 

were availed for audit review contrary to Section 165(5) of the Public Finance Management 

Act, 2012. 

 

The County Government may be waiving charges and fees irregularly. 

 

Management Response 

The management responded as follows- 

1. The County Government has never granted any waiver on cess fees for Cement 

companies mining in Kilifi County and that the revenue service provider moved to 

court to request for payment of commission on receipts of cess fees received directly 

to the County Government collection account which the court granted. 

2. The County Government has since challenged all the awards and in essence has 

moved the court with an application of taking of accounts to determine whether the 
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company should have been paid in the first instance. This matter was yet to be 

determined and is pending before the High Court. 

Committee’s observations and Recommendations 

The Committee noted that matter was pending in court and recommends that the 

CEO of the County to ensure the matter was expedited and the County was not 

disadvantaged. 

 

7.0 Compensation of Employees 

7.1. Variances 

The statement of receipts and payments for the financial year ended 30 June 2016 reflects 

compensation of employees' amount of Kshs.2,442,854,446. However, records availed for 

audit indicated an amount of Kshs.2,169,779,059 resulting in unexplained nor reconciled 

variance of Kshs.273,075,387.  

Further, included in the compensation of employees is an amount of Kshs.10,506,241.30 

for County Assembly. 

Consequently, the propriety, accuracy and completeness of the compensation of employee 

amount of Kshs.2,442,854,446forthe year ended 30 June 2016 could not be confirmed. 

 

Management Response 

The County stated that-  

1. The variances reported by the Auditor general were addressed in the amended financial 

statements that were submitted to the Auditor General report.  

2. The payment of Kshs 10,506,241.30 had been erroneously coded and reported in the 

county assembly department but was corrected in the amended financial statements and 

reported as salaries for County Executive. 

Committee’s observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

7.2. Salaries outside Integrated Payroll and Personnel Database (IPPD) 
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Review of payment register availed for audit revealed that a total of Kshs.11,631,115.60 

was paid as net salaries to County Public officers outside the IPPD payroll system. No 

payment voucher was availed for audit review in support of these payments. Further, 

review of the County payrolls revealed an amount totaling Kshs.177,361,011.75 was paid 

as salary arrears to various members of staff. These arrears were not captured in the IPPD 

payroll system. The management did not explain the basis for the payment of these arrears. 

In the circumstances, the propriety, accuracy and validity of the salary payment of 

Kshs.188,992,127.40 for the year ended 30 June 2016 could not be confirmed. 

 

Management Response 

The management responded as follows- 

1. The payments in question were with respect to salary arrears amounting to Kshs 

173,003,497.75 and not Kshs 177,361,011.75 as reported in the audit query. 

2.  That the salary arrears were processed through the IPPD payroll system under the 

appropriate code. These arrears were for salaries paid to staff who were reinstated 

in the payroll after the staff audit as well as arrears arising from staff promotions. 

The county provided to the Committee a copy of the IPPD payroll arrears printout, list of 

reinstated officers and list of promoted officers. 

Committee’s observations and recommendations 

The Committee noted the observation of the auditor and recommends that the CEO 

of the County ensures all the employees are in the IPPD to avoid getting into a similar 

scenario going forward.  

 

8.0 Use of Goods 

8.1 Variance between Financial Statement and Support Schedules 

The statement of receipts and payments reflect payments totaling Kshs.2,103,201,440 in 

respect to use of goods and services. Included in the above figure is an expenditure totaling 

Kshs.1,760,101,513 while the supporting schedules availed for audit indicated a total of 

Kshs.1,308,673,477 resulting in unexplained or reconciled variance of Kshs.451,428,036 

as summarized below: 

 

Item No 

Item Name Amount in Financial 

Statement (Kshs) 

Supporting 

Schedules 

Variance 
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(Kshs) (Kshs) 

1 Utilities, Supplies and Services 66,834,011 89,596,837 (22,762,826) 

2 

Communication, 

Supplies and Services 

 

19,966,471 

 

10,578,655 

 

9,387,816 

3 

Domestic ravel and 

Subsistence 

385,658.111 185,050,941.8

5 

200,607,169.20 

4 

Foreign Travel and 

Subsistence 

  3,680,840 33,616,833.50 (29,935,993.50

) 

5 

Printing, Advertising and 

Information Supplies & 

Services 

178,890,026 115,291,604.8

0 

63,598,421.20 

6 

Rental of Produced 

Assets 

21,049,629 20.476,012 573,617 

7 Training Expenses 49,193,649 28,341,032 20,852,617 

8 

Hospitality, Supplies and 

Services 

69,581,247 83,166,430 (13,585,183) 

9 Insurance Costs 97,146,761 100,880,884 (3,734,123) 

10 

Specialized Materials

 and Services 

615,247,159 485,558,707.5

0 

129,688,451.50 

11 

Office General Supplies and 

Service 

153,727,898.25 53,938,463 99,789,435.30 

12 

Routine Maintenance-Other 

Assets 

40,978,886 55,316,284 (14,337,398) 

13 

Routine Maintenance– Motor 

Vehicles 

58,146,825 46,860,792.20 11,286,032.80 

Total  1,760,101,513 1,308,673,477 451,428,036 

 

Consequently, the accuracy, validity and completeness of the use of goods and services 

balance of Kshs.2,103,201,440 for the year ended 30June2016 could not be ascertained. 

 

Management Response 

The Management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements were 

corrected in the amended financial statements and their support schedules submitted for 

review. 
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2. The figures for the use of goods items listed above were adjusted as per the audited 

amended financial statement to K.shs. 2,110,446,944.96 which agreed with the 

submitted support schedules. 

Committee’s observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

8.2 Unsupported Expenditure 

Included in the use of goods and services amount of Kshs. 2,103,201,440 are payments 

totaling Kshs. 657,087,018 for various items and which no payment vouchers were availed 

for audit review as detailed below: 

Item Unsupported Amount 

Kshs 

Communication supplies and services 7,949,576.10 

Printing, Advertisement & information services 60,777,441.20 

Rental of produced assets 4,464,998.00 

Hospitality Supplies and services 6,161,884.00 

Specialized Materials and services 203,575,779.00 

Routine Maintenance – other Assets 6,908,975.90 

Routine Maintenance – Motor Vehicles 8,706,333.15 

Foreign travel and subsistence 5,038,167 

Insurance 1,319,907 

Fuel, Oil and Lubricants 2,938,094 

Specialized Materials and Services 103,790,000 

Construction of roads 193,867,957.30 

Purchase of Office Furniture 8,257,655 

Office and General Supplies 31,580,251 

Other Operating Expenses 11,750,000 

Total 657,087,018 

 

Consequently, the accuracy, validity and completeness of use of goods and services amount 

of Kshs. 2,103,201,440 for the year ended 30 June 2016 could not be ascertained. 

 

Management Response 



 
 

Page 667 of 700 
 

The Governor informed the Committee that the payment vouchers queried above were not 

availed for audit review since they were held in different departments and took quite some 

time to locate them. 

However, the payment vouchers were now availed for audit review. 

 

Committee’s observation and recommendation 

 

The Committee noted that the County Executive did not comply with the provisions 

of Sec 31(4) of the Public Audit Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 

 They County should adhere to Sec 31(4) of Public Audit Act, 2015 

 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit. 

8.3 Foreign Travel and Subsistence 

Note 6 to the financial statements for the year ended 30 June 2016 reflects foreign travel 

and subsistence amount of Kshs.3,680,840. However, perusal of vote book availed for audit 

review indicated that the amount for foreign travel and subsistence was 

Kshs.33,616,833.50, resulting in unexplained nor reconciled variance of 

Kshs.29,935,993.50. Further, the payments were not supported by boarding passes, 

invitation letters and authorization for the journeys. 

Consequently, the propriety, accuracy and validity of the foreign travel and subsistence 

amount of Kshs.3,680,840 for the year ended 30 June 2016 could not be ascertained. 

Management response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements 

which were corrected in the amended financial statements attached to this report. 

2. The figure for foreign travel as per the amended financial statements was Kshs 

28,198,329.20 which was reconciled to the vote book and supporting schedules. 

Committee’s observation and Recommendations 

The Committee noted that the County Executive did not comply with the provisions 

of Sec 31(4) of the Public Audit Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 

 They County should adhere to Sec 31(4) of Public Audit Act, 2015 
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 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit. 

8.4 Insurance Costs 

Note 6 to the financial statements for the year ended 30 June 2016 reflects insurance cost 

of Kshs.97,146,761. However, the vote book availed for audit indicated an amount of 

Kshs.100,880,884, resulting in an unexplained nor reconciled variance of Kshs.3,734,123. 

It was also noted that the County Executive had contracted an insurance broker to provide 

insurance services from various underwriters to 276 vehicles and motor cycles owned by 

the County Executive. However, the policy documents were not availed for audit purposes. 

Also not availed for audit review were valuation reports for the various vehicles insured, 

tender documents and the contract agreement in support of the premium charged. 

Consequently, the accuracy, validity and completeness of insurance costs of 

Kshs.97,146,761 for the year ended 30 June 2016 could not be ascertained. 

Managemnt Response 

The management responded as follows- 

1. The figures stated in the audit report are from the submitted financial statements but 

were corrected in the amended financial statements attached in this report. 

2. The correct figure of the insurance cost as per the amended financial statements was 

Kshs.97,159,276.20 which agreed with the reconciled figure of the vote book. 

3. The county Government engaged an insurance broker to provide insurance to the 

county owned vehicles and motor cycles in the financial year 2014-2015 and continued 

with the same insurer in the financial year under review after engaging AA Kenya who 

carried out inspection and valuation of the vehicles.  

The County submitted to the Committee the copies of the insurance policy documents and 

Pre – Insurance Inspection reports and contract agreement for verification. 

Committee’s observation and recommendation 

The Committee noted that the County Executive did not comply with the provisions 

of Sec 31(4) of the Public Audit Act, 2015 after receiving the draft management letter. 

The Committee recommends that- 

 They County should adhere to Sec 31(4) of Public Audit Act, 2015 

 Administrative Action should be taken upon the officers that failed to submit 

relevant documentation at the time of audit. 

8.5 Advertisement and Publicity Services 
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Note 6 to the financial statement for the year ended 30 June 2016 reflects printing, 

advertising and information supplies payments of Kshs. 178,890,026, out of which 

payments amounting to Kshs. 10,242,100 were paid to various suppliers and contractors for 

printing and supply of publicity and advertisement materials. However, perusal of the 

quotations attached to payment vouchers revealed that they were not signed by the 

quotation opening officers and the date of returning the quotations were also not indicated 

in the quotations document. 

Consequently, the accuracy, validity and completeness of payment of Kshs. 10,242,100 for 

printing, advertising and information services for the year ended 30 June 2016 could not 

be confirmed. 

 

Management Response 

The management Responded as follows- 

1. There was an oversight on part of the procurement officer handling the procurement 

2. That administrative action was taken on the officer and the county provided a copy 

of the warning letter. 

3. The County embraced E-Procurement where all procurements were done 

electronically through IFMIS. 

Committee’s observation and recommendation 

The Committee the mitigation by the Governor and actions taken against the 

concerned officer. The Committee recommends the query be cleared by the Senate. 

8.6 Motor Vehicle Repairs 

Note 6 to the financial statements for the year ended 30 June 2016 reflects routine 

maintenance vehicles ofKshs.58,146,825. Perusal of motor vehicle records indicated 

that the County Executive paid Kshs.1,253,472 for repair of motor vehicle, KBY 967C, for 

the repair of a gear box after being involved in an accident: The vehicle was insured. This 

expenditure was therefore supposed to have been paid by the insurance company. 

Consequently, the propriety and validity of the expenditure of Kshs.1,253,472 for the year 

ended 30 June 2016 could not be ascertained. 

 

Management response 

The management responded as follows- 
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1. That the cost to the replacement of the faulty gearbox of motor vehicle Reg: KBY 967C 

involved in a road accident was met by the county government of Kilifi despite the 

vehicle being insured.  

2. However, upon engaging the insurer and the car dealer, it was discovered that the faulty 

gear box was not as a result of the accident but occasioned by other motoring factors 

and so the cost could not be borne by the insurer. 

The County submitted to the Committee the copies of correspondences between the 

insurance broker, the County Government and the Car dealer for verification. 

 

Committee’s observations and recommendations 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

8.7 Fuel, Oil and Lubricants 

Note 6 to the financial statements for the year ended 30 June 2016 reflects fuel, oil and 

lubricants of Kshs.85,622,503. Perusal of documents availed for audit indicated that the 

vote book cumulative expenditure for fuel, oil and lubricants amounted to 

Kshs.102,686,764 resulting in unexplained nor reconciled variance  of Kshs.17,064,261. 

Further, detail orders, list of motor vehicles drawing the fuel, work tickets indicating the 

dates and amounts of fuel drawn were not availed for audit. 

Consequently, the accuracy, validity and completeness of fuel, oil and lubricants amount 

of Kshs.85,622,503 for the year ended 30 June 2016 could not be ascertained. 

 

Management response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements and 

that these were corrected in the amended financial statements attached to the audit 

report. 

2. The correct figure for fuel, oil and lubricants was Kshs 89,507,582 as per the audited 

amended financial statement and figure agreed with the attached financial schedules 

 

Committee’s observation and recommendation 
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The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

9.0. Emergency Relief and Refugee Assistance 

Note 7 to the financial statements for the year ended 30 June 2016 reflects a payment of 

Kshs. 28,121,403 for emergency relief and refugee assistance.  This was an expenditure 

under the department of finance contrary to Section 111(2) of the Public Finance and 

Management Act, 2012 which requires the counties to establish and maintain separate Fund 

accounts for emergency. Further, the payment vouchers in support of these expenditures 

were not availed for audit review. As a consequence, the propriety and validity of the 

emergency relief and refuge assistance expenditure of Kshs. 28,121,403 for the year ended 

30 June 2016 could not be confirmed. 

Management Response 

The Management responded as follows- 

1. The County Government had not yet established legislation for the emergency fund. 

Due to the emergencies that had occurred during the period under review, the 

County Government made payments to facilitate relief and assistance to residents 

affected by the calamities.  

2. That all the funds were correctly budgeted for and expensed through the recurrent 

bank account and there was no loss of funds.  

3. The payment vouchers were availed for review.  

 

Committee’s observation and recommendation 

 

The committee observed that the county government failure to operationalize the 

Emergency Fund leading to this illegality. The committee also observed that funds 

were collected and spent at source.   

The committee recommends that- 

 the CEO should take administrative actions against the accounting officer and 

any other officers responsible for committing the irregularities.  

 the County Executive and County Assembly to immediately appropriate 

measures the enactment of the Fund Act to ensure service delivery within the 

confines of the law. 
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 the CECM for Finance should ensure the appointment of the administrator of 

the Fund, the Financial Statements for the Fund are prepared and submitted 

for auditing in line with the requirements of PFM Act. 

 

10.0 Acquisition ofAssets 

10.1 Unsupported Payments 

Included in the acquisition of assets figure of Kshs. 3,471,237,317 for the year ended 30 

June 2016 are payments totaling Kshs. 1,462,632,985 against supporting schedules of 

Kshs. 1,668,373,605 resulting in unexplained or reconciled variance of Kshs. 205,740,620 

as summarized below: 

 

Item 

No. 

Item Name Financial 

Statement Amount 

(Kshs) 

Supporting 

Schedule Amount 

(Kshs) 

Variance (Kshs) 

1 Construction of 

Buildings 

729,136,581 768,917,088 39,780,507 

2 Refurbishment of 

Buildings 

19,519,586 22,688,137 3,168,551 

3 Construction of Civil 

Works 

395,444,166 399,338,154 3,893,988 

4 Purchase of Office 

Furniture and General 

equipment 

235,904,311 240,233,024 4,328,713 

5 Purchase of Certified 

Seeds, Breeding Stock 

and Live 

Animals 

82,628,341 116,060,983 33,432,642 

6 Registration of Land 0 121,136,220 121,136,220 

Total  1,462,632,985 1,668,373,605 205,740,620 

 

Consequently, the accuracy and completeness of the acquisition of assets amount of Kshs. 

3,471,237,314 for the year ended 30 June 2016 could not be ascertained. 

 

Management Response 
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The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements but 

were later corrected in the amended financial statements which was availed to the 

auditors for verification. 

2. The figure for the acquisition of assets as per the amended audited financial statements 

was kshs 3,453,890,196 as indicated below; 

Item 

No. 

Item Name Financial 

Statement 

Amount 

(Kshs) 

Supporting 

Schedule 

Amount 

(Kshs) 

Variance 

(Kshs) 

1 Construction of Buildings 613,777,477 613,777,477 0 

2 Refurbishment of Buildings 21,049,904 21,049,904 0 

3 Construction of Civil Works 394,258,492 394,258,492 0 

4 Purchase of Office Furniture 

and General equipment 

230,733,873 230,733,873 0 

5 Purchase of Certified Seeds, 

Breeding Stock and Live 

Animals 

92,088,438 92,088,438 0 

6 Registration of land 84,376,849 84,376,849 0 

Total 1,436,285,033 1,436,285,033 0 

 

Committee’s observations and recommendation 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

10.2 Construction of Roads 

Included in the acquisition of assets figure of Kshs. 3,471,237,317 for the year ended 30 

June 2016 is construction of roads amount of Kshs. 1,455,754,739. The balance includes 

payments amounting to Kshs. 462,477,268.35 and which were processed through the bank 

but were not posted in the cash book. Management has not explained why transactions 

which were processed through the Central Bank were not posted in the cash book. 

As a consequence, the validity and completeness of the construction of roads payments 

amounting to Kshs. 462,477,268.35 for the year ended 30 June 2016 could not be 

confirmed.  
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Management Response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements but 

were later corrected in the amended financial statements. 

2. The total amount for construction of roads as per the audited amended financial 

statements was Kshs 1,536,424,694. 

3.  that payments worth Kshs. 462,477,268.35 for construction of roads were paid through 

the Kilifi Development bank account no. 1000170198 and that these payments were  

processed through IFMIS.  

4. All payments being made through the Internet Banking (IB) system of the Central Bank 

can only originate from the IFMIS system and there was no any other interface to the 

IB system that can introduce payments and be paid. 

The County provided a copy of the IFMIS payment details extract for verification. 

Committee’s Observation and Recommendations 

The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 

10.3 Water and Other Infrastructure 

Included in the acquisition of assets figure of Kshs. 3,471,237,314 is construction and civil 

works amount of Kshs.395,444,166. However, documents availed for audit review 

indicated that the payments made during the year amounted to Kshs. 50,711,855.50 

resulting in unexplained nor reconciled variance of Kshs. 344,132,210.50 

Ln the circumstances, the accuracy ,validity and completeness of the construction and civil 

works amount of Kshs.395,444,166 for the year ended 30 June 2016 could not be 

ascertained. 

 

Management Response 

The Management responded- 

1. The figures stated in the audit report were from the submitted financial statements but 

were corrected in the amended financial statements. 

2. The total amount for construction and civil works as per the audited amended financial 

statements was Kshs 394,258,492 which agreed with the support schedules. 
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Committee’s Observations and Recommendations 

The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 

 

10.4 Acquisition of Land 

Included in the acquisition of assets figure of Kshs. 3,471,237,314 is acquisition of land 

amounting to Kshs. 54,595,899. However, scrutiny of documents availed for audit review 

from the department of land, housing and physical planning revealed only an amount of 

Kshs. 1,199,000 was paid in respect of the acquisition of land, resulting in unexplained nor 

reconciled variance of Kshs. 53,396,899. Further, excluded from acquisition of land is an 

amount of Kshs.121,136,220 recorded in the ledgers as registration of land and whose 

supporting documents were  not availed for audit verification. 

As a result the accuracy, validity and completeness the acquisition of lands amount of Kshs. 

54,595,899 for the year ended 30 June 2016 could not be confirmed. 

Management response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements but 

were later corrected in the amended financial statements. 

2. The figure for the acquisition of assets is Kshs. 3,453,890,196 as per the audited 

amended financial statements. 

3. The figures for the acquisition of land and registration of land were 29,484,120 and 

84,376,849 respectively as per audited amended financial statements. 

4. Payment vouchers on the same were availed for review. 

 

Committee’s observations and Recommendations 

 

The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 
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10.5 Purchase of Vehicles and Other Transport Equipment 

10.5.1 Unsupported Purchase of Motor Vehicles 

Note 9 to the financial statements for the year ended 30 June 2016 reflects purchase of 

vehicles and other transport equipment of Kshs.169,785,720.  However, examination of 

motor vehicle records revealed that the management paid Kshs.12,457,278 for the purchase 

of a Nissan X-Trail and Toyota Corona and whose invoices supporting the payment were 

not dated and the delivery notes did not indicate the motor vehicles registration numbers. 

Further, the management did not avail the respective logbooks for audit review to confirm 

the ownership of these vehicles. In the circumstances, the accuracy, validity and 

completeness of the purchase of the vehicles and other transport equipment of 

Kshs.12,457,278 for the year ended 30 June 2016 could not be ascertained. 

Management Response 

The management responded as follows- 

1. The figures stated in the audit report are from the submitted financial statements but 

were later corrected in the amended financial statements attached. 

2. The figure for the purchase of vehicles and other transport equipments was Kshs. 

172,497,354 as per the audited amended financial statements. 

3. That the County Government purchased Nissan X-Trail registration KCA 256F and 

Toyota Corola registration number KBZ 400D for Kshs 5,700,000 and Kshs 

2,903,971.00 respectively assigned to the Office of the Governor and County Public 

Service Board.  

4. The invoices supporting the payments were dated with the delivery notes indicating 

the vehicles registration numbers, log books for the vehicle confirming the 

ownership of the vehicles were also availed. 

Committee’s observations and recommendations. 

The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 

 

10.5.2 Purchase of Tractors 

Included in the purchase of vehicles and other transport equipment figure of Kshs. 

169,785,720 is a purchase of ten (10) tractors amounting to Kshs. 49,980,000 and whose 

log books were not availed for audit review. Since the delivery of the tractors in April 2016, 
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they were still held at Mtwapa ATC yard and during the inspection in the month of October 

2016, it was confirmed that the registration numbers had not yet been fixed on these tractors 

and were not in use. 

A review of fixed assets register indicated that the thirteen (13) other tractors acquired in 

the previous year (2014/2015) and valued at Kshs. 54,470,000 were also grounded thus not 

rendering services tothe farmers. 

Consequently, the propriety and validity of the expenditure of Kshs. 49,980,000 in the 

acquisition of the tractors for the year ended 30 June 2016 could not be ascertained. 

 

Management response 

The management responded that- 

1. The ten (10) tractors amounting to Kshs 49,980,000 and the tractors were working in 

different sub counties of Kilifi County government as detailed below. 

S/No. REG. NO. LOG BOOK 

NUMBER 

MODEL/MAKE STATION WORK 

STATUS 

1 03CG054A 2018050300503 MF4708 2WD MAGARINI WORKING 

2 03CG055A 2018050300505 MF4708 2WD MAGARINI WORKING 

3 03CG056A 2018050300507 MF4708 2WD MAGARINI WORKING 

4 03CG057A 2018050300511 MF4708 2WD MAGARINI WORKING 

5 03CG058A 2018050300513 MF4708 2WD MAGARINI WORKING 

6 03CG059A 2018050300516 MF4708 2WD MAGARINI WORKING 

7 03CG060A 2018050300518 MF4708 2WD MAGARINI WORKING 

8 03CG061A 2018050300519 MF4708 2WD MAGARINI WORKING 

9 03CG062A 2018050300520 MF4708 2WD KILIFI 

SOUTH 

WORKING 

10 03CG063A 2018050300521 MF4708 2WD KILIFI 

SOUTH 

WORKING 

2. All tractors including those that were grounded were repaired and deployed to various 

stations as detailed below.  

S/No. REG. NO. MODEL/MAKE STATION WORK 

STATUS 

1 KCD907G MASSEFERGUSON4708 AMS 

MARIAKANI 

WORKING 

2 KCD915G MASSEFERGUSON4708 AMS 

MARIAKANI 

WORKING 
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3 KCD916G MASSEFERGUSON4708 AMS 

MARIAKANI 

WORKING 

4 KCD911G MASSEFERGUSON4708 AMS 

MARIAKANI 

WORKING 

5 KCD906G MASSEFERGUSON4807 GANZE WORKING 

6 KCD908G MASSEFERGUSON4807 RABAI WORKING 

7 KCD913G MASSEFERGUSON4807 KALOLENI WORKING 

8 KCD905G MASSEFERGUSON4807 K/SOUTH WORKING 

9 KCD912G MASSEFERGUSON4807 K/SOUTH WORKING 

10 KCD914G MASSEFERGUSON4807 K/NORTH WORKING 

11 KCD909G MASSEFERGUSON4807 MALINDI WORKING 

12 KCD928G MASSEFERGUSON4807 GONGONI WORKING 

13 KCD910G MASSEFERGUSON4807 MAGARINI WORKING 

 

Committee’s observation and recommendations 

 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter now 

stands resolved. 

 

10.5.3 Procurement of Ambulances 

Included in the purchase of vehicles and other transport equipment figure of Kshs. 

169,785,720 is a purchase of ten (10) ambulances at a cost of Kshs.88,000,000 during the 

year under review. It was however, observed that the management did not advertise for the 

tender as required under Section 96 of the Public Procurement and Asset Disposal Act, 

2015. In addition, the management spent Kshs. 4,180,000 on the branding of the 

ambulances. However, the branding was not described in any contractual agreement 

document. The sourcing of the branding firm was observed to have been done through 

restricted tendering although there were no pre-qualified suppliers for that category in the 

pre-qualified list availed for audit. 

In the circumstances, the propriety and validity of the expenditure of Kshs. 92,180,000 for 

the procurement and branding of the ambulances for the year ended 30 June 2016 could 

not be confirmed. 
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Management response 

The management responded that- 

1. The purchase of 10 (Ten) ambulances at a cost of Kshs 88,000,000 was done through 

an open tender.  The county provided a copy of the advertisement  

2. The branding of the ambulances at a cost of Kshs 4,180,000 was not part of the 

original contract for the purchase of the ambulances and the contract for branding 

of the ambulances was awarded to M/s Mats Massive Markets who was among the 

approved prequalified suppliers in the category KC/43/2015/2017: Provision of 

printing and publishing services approved by the tender committee meeting held on 

15th May 2015. 

The County submitted the list of the approved prequalified suppliers in the category of 

printing and advertising and tender minutes for verification by the Committee. 

Committee’s observation and recommendations 

The Committee noted the failure of the County Government entity to submit 

documents on time to the Auditor General. The committee recommends that the 

management should adhere to Section 31 (4) of the Public Audit Act, 2015 after 

receiving the draft management letter. 

10.6 Rehabilitation of Pedestrian Walkway in Kilifi Township 

Included in the overhaul and refurbishment of construction and civil works figure of 

Kshs.137,896,450 is rehabilitation of pedestrian walkway in the Kilifi Township for 

Kshs.16,103,120 and a further extra works of Kshs.3,871,384 awarded to the same 

company (2014/2015 Kshs.21,538,880). The works in the two years was similar but 

awarded separately to two different companies. The management could have awarded a 

comprehensive contract instead of splitting into two. This is contrary to Public Procurement 

and Assets Disposal Act, 2015, Section 54(1) which states that no procuring entity may 

structure procurement as two or more procurements for the purpose of avoiding the use of 

a procurement procedure except where prescribed. 

The total cost of the whole project to the County Executive amounted to Kshs.41,513,384. 

Physical verification of the project revealed that the project has not been completed 

although the whole contact sum had been paid to both contractors. 

The rehabilitation of pedestrian walkway was not in the procurement plan and neither was 

it budgeted for the financial year 2015/2016. 
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Consequently, the propriety and validity of the expenditure of the rehabilitation of the 

walkway of Kshs.19,974,504 for the year ended 30 June 2016 could not be confirmed. 

Management Response 

The management responded as follows- 

1. The Kilifi town walkway; Contract sum of Kshs 21,538,880 was terminated on 

September2015 due to default of the contractor.  

2. At the time of termination, the project status was at 87% and the contractor was paid 

for the actual work certified less 10% retention of the contract sum.  

3. The county Government still had 13% of the contract sum plus the retention money 

which was enough to complete outstanding works and remedy defects on the 

project. 

4.  Some of the cabro which had fallen off the walkway was due to excavation to install 

fiber optic cables by other firms who had reinstated the same.  

5. As a procedure of supervision, the contractor was issued with notice to improve on 

workmanship on some sections of the works but failed to honour which later 

prompted the initiation of a process to terminate the contract.  

6. After the closure of the contract, the department came up with a new design to 

amend and accomplish the pending works which entailed the use of cabro tiles and 

kerb stones instead of concrete and paving blocks as was in the first terminated 

contract, creating a parking zone in the area next to the roads department offices and 

also increasing the coverage of the walkaway up to Barclays Bank. 

7. The new tender document was designed and advertised as an independent tender on 

the month of December 2015 and closed on the month of January 2016. 

8. During implementation of the contract KCG/RTPW/196479 (contract sum 

16,103,120 Kshs), it was found necessary to increase parking zones at deputy 

governor’s office and at the cooperative bank, and the area next to Concorde Garage. 

9. The department floated quotations for these Extra works 

(KCG/QTN/RTPW/197/2015/2016), which were awarded at a contract sum Kshs. 

3,871,384. The works were done concurrently, hence the confusion that they look 

like one project. 

10. The contracts were- 

a) Terminated Contract no: KCG/366/2013-2014 -         21,538,880.00 

b) New contact no. KCG/RTPW/196479/2015-2016  16,103,120.00 

c) Quotation for extra works no:KCG/QTN/RTPW/197/2015/2016 3,871,384.00 

Total                    41,513,384.00 
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The County provided for verification copies of minutes approving the termination of the 

first contract, the termination letter, tender advertisement, and the Contract agreement for 

the second contract. 

Committee’s observation and recommendations 

The committee recommends that in circumstances where there is delay in 

implementation of the projects, the respective stakeholders should be brought on 

board to ensure that the challenges are addressed and projects are implemented. In 

the event that a contractor is awarded a project and is not able to execute the works 

within the stipulated time, the tender should be cancelled and another contractor 

procured. 

10.7 Construction of Buildings 

Included in the acquisition of assets amount of Kshs. 3,471,237,314 is construction of 

buildings amount of Kshs. 726,136,581. However, the vote book reflect an expenditure of 

Kshs. 768,917,088, resulting in unexplained nor reconciled variance of Kshs. 42,780,507.  

Further analysis revealed that included in the support schedule was a lump sum figure of 

Kshs. 161,254,053.40 said to be payments that were voided in the cashbook when the 

payment had already been processed through the bank. 

In the circumstances, the accuracy, validity and completeness of construction of buildings 

amount of Kshs. 726,136,581 for the year ended 30 June 2016 could not be ascertained. 

 

Management response 

The management responded as follows- 

1. The figures stated in the audit report are from the submitted financial statements and 

were corrected in the amended financial statements. 

2. The correct figure for construction of building as per the audited amended financial 

statements was Kshs 613,777,477 which agreed with the supporting financial 

statements schedules. 

3. The payments were as a result of unaccounted for transactions in the IFMIS 

cashbook which had already been paid in the IB and the bank account. However, 

the transactions were later posted in the IFMIS Cashbook and correctly reported in 

the audited financial statements.  

Committee’s Observation and Recommendations 
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The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

10.8 Refurbishment of Buildings 

Note 9 to the financial statements for the year ended 30 June 2016 reflects refurbishment 

of buildings of Kshs.19,519,586. However, examination of documents availed for audit 

revealed that there were variances between amounts recorded in payment register and vote 

book as detailed below: 

 

Item Financial Statements 

Amount (Kshs) 

Payment Register 

Amount (Kshs) 

Vote book Amount 

(Kshs) 

Refurbishment of 

Buildings 

19,519,586 14,936,937.55 22,688,136.90 

In the circumstances, the accuracy, validity and completeness of the refurbishment of 

buildings cost of Kshs.19,519,586 for the year ended 30 June 2016 could not be confirmed. 

 

Management response 

The management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statements 

which were corrected in the amended financial. 

2. The correct figure for refurbishment of buildings as per the audited amended 

financial statements was Kshs21,049,904.10. 

3. The vote book and financial statement supporting schedules figure of Kshs 

21,049,904.10 corresponded to the amended audited financial statements. 

Committee’s Observation and Recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

10.9 Stalled Projects 

Included in the construction of buildings amount of Kshs.726,136,581 is 

Kshs.11,992,825.20 for the construction of a hostel at Mtwapa Agricultural Training 
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Centre (year 2014/2015: Kshs. 22,972,297.80). Records availed for audit indicate that the 

contractor was paid Kshs. 10,982,472.60, being works certified but he has failed to resume 

work after receiving the payment. Further, records reveal that projects worth 

Kshs.60,352,945.56 being construction of a mortuary at Kilifi District Hospital, 

refurbishment of Malindi District Hospital Mortuary, construction of a dispensary at 

UwanjawaNdege (Rabai Ward) and construction of a health Centre at Mudzongoni, all 

initiated in 2013/2014 have stalled with no financing allocated in 2015/2016 financial year. 

A visit to ECD centres indicated that ECD classrooms costing Kshs. 15,236,644.60 

initiated in 2013/2014 have stalled with no allocation in the financial year 2015/2016. 

In consequence, it has not been possible to ascertain if the County Executive obtained value 

for money on the construction of projects totaling Kshs. 98,561,878 for the year ended 30 

June 2016 and on the previous years stalled projects. 

 

Management Response 

1. Mtwapa Agricultural Training Centre Hostels 

The construction of hostel at Mtwapa Agricultural Training Centre project was abandoned 

by the contractor as at the time of the visit by the auditors. The department terminated the 

contract and retendered it where a new contractor was identified who has so far finished 

the project using local supply order (LSO) number 1556068 he was paid after finishing 

construction.  

2. The department of Health initiated the following projects in the financial years 

2013/2014 and 2015/2016. 

Item Description Contractor Amount (Kshs) 

Proposed construction of Mortuary Kilifi 

District Hospital 

Casuarina Enterprises 

Ltd 

          

31,400,330.00  

Proposed Refurbishment of Mortuary - 

Malindi District Hospital 

Thunder Plumbing 

Construction 

          

20,568,228.96  

Proposed Construction Dispensary at 

UwanjaWaNdege, Rabai Ward 

Amanye General 

Supplies Ltd 

            

4,149,389.60  

Proposed Construction of Health Centre of 

Mudzongoloni 

Disney Ltd             

4,234,997.00  

Total       

60,352,945.56  
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The projects were funded in phases and with budget allocations FY 2015/2016. Below was 

the projects 2015/2016 budgetary allocation and current project status;  

Item Description Budgetary 

Allocation 

FY 

2015/2016 

Current Status 

Proposed construction of Mortuary 

Kilifi District Hospital 

10,500,000 Kilifi county hospital mortuary 

construction has continued and is at 

the final stages 

Proposed Refurbishment of Mortuary 

- Malindi District Hospital 

10,000,000 Malindi Sub County Hospital 

mortuary was retendered after the 

first contractor deserted the site. The 

project has since been completed. 

Proposed Construction Dispensary at 

UwanjaWaNdege, Rabai Ward 

10,820,661 Uwanja wa ndege dispensary has 

since been completed and is 

operational. The community is 

benefitting from the healthcare 

service delivered at the facility. 

Proposed Construction of Health 

Centre of Mudzongoloni 

4,000,000 Project was terminated due to 

abandonment by the contractor at 

ring beam level and the project has 

been rendered. Evaluation  

 

3. Construction of Mdzongoloni 

Construction of Mdzongoloni dispensary tender number  KCG/433/2013-2014 

commenced in the FY 2013/2014 with a budget allocation of Kshs.4,300,000. A tender 

sum amount Kshs. 10,465,971.00 was awarded To DISNEY LTD. The contractor 

absconded from the site after payment of certificate no.1  Kshs 6,329,864.80. The project 

has since been terminated and re-advertised awaiting award for completion.  

 

4. Status of projects queried as stalled. 

a) Construction of 4 No. ECD classroom and 2 No. Cubicle Pit latrine at Kazameni Pre-
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primary in Mwawesa Ward. By the time of the audit exercise this project was at roofing 

stage, the project completed and in use. 

b) Construction of 2 No ECD classrooms – Midzimitsano in Ganze Ward 

The project was awarded to the 1st Contractor whose contract was terminated after 

deserting the side.  The job was retendered and awarded to another contractor who 

completed the project in August 2018. 

 

c) Construction of 1 No ECD classrooms - Mapotea pre-schoolGanze Ward 

The contractor who was 1st awarded the contract abandoned the project and the contract 

was terminated. The project was retendered and awarded another contractor vide award 

letter reference number KCG/ED/CT/VOL1/044. This project was ongoing and 70% 

complete.  

 

Committee’s observations and Recommendations 

The committee noted the mitigation measures made by the county government, and 

agreed with the recommendations by the auditor general. The Committee 

recommends that the County Executive should put in place proper project 

monitoring systems to ensure projects are implemented as per specifications and 

within the set timelines. 

10.10 Purchase of Certified Seeds, Breeding Stock and Live Animals 

Note9 to the financial statements for the year ended 30 June 2016 reflects purchase of 

certified seeds, breeding stock and live animals of Kshs. 82,628,341. However, review of 

documents availed for audit indicated the amount reflected in the financial statements differ 

with both the vote book and payment vouchers as detailed below: 

Financial Statement 

Amount (Kshs) 

Vote Book Amount 

(Kshs) 

Payment Vouchers 

Amount (Kshs) 

82,628,341 116,060,982.75 104,414,064.20 

 

Further, scrutiny of records availed for audit indicated that the County procured vaccines 

and semen worth Kshs.  11,499,000 for which the inspection and acceptance committee 

issued a certificate of acceptance. However, physical inspection of the stores and bin cards 

revealed that no goods were received. An agreement was signed between director of 
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veterinary services and director of the supplying firm on 27June 2016 indicating that the 

items would be supplied after two (2)weeks as there was no space to store the vaccines and 

semen. By the time of auditing October2016, the vaccines had not been delivered yet S13 

and inspection and acceptance certificate had been issued. 

Consequently, the accuracy and propriety of the  purchase  of  certified  seeds, breeding 

livestock and live animals expenditure of  Kshs.82,628,341  for  the  year ended 30 June 

2016 could not be ascertained.  

Management response 

Management responded as follows- 

1. The figures stated in the audit report were from the submitted financial statement 

were corrected in the amended financial. 

2. The amount for purchase of certified seeds, breeding stock and live animals as per 

the audited amended financial statements was Kshs 92,088,438 which corresponds 

to the vote book and schedules to the financial statements. 

3. Goods were delivered and accepted through S13 number 8287463, 8287462 dated 

24th June 2016 and 8287498 and 8287499 dated 4th October 2016 the date which the 

second inspection and acceptance certificate of receipt of goods delivered for that 

had been returned is corroborated.  

4. The goods returned due to lack of storage were recorded on goods returned note. 

Director of veterinary and the Director of supplying firm agreed and signed an 

agreement on the delivery to be done upon the availability of space. 

5.  The vaccines and semen were all received and have been captured in the relevant 

documents within the central stores.  

The County submitted for verification the delivery notes, new S13, bin card and extract of 

the Vote book. 

Committee’s observation and recommendation 

The Committee noted that the noncompliance of the law may have resulted in loss of 

public funds and recommends that the EACC should investigate the violation of the 

process with the view to prosecute those responsible.  

 

10.11 Reallocation of Votes 
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During the year under review, examination of records availed for audit revealed that there 

were re-allocations within votes which exceeded the 10% threshold allowed by Section 

154 of the Public Finance Management Act, 2012. 

Expenditure 

code 

Description Approved 

estimates 

Reallocation 

I Transfer 

%age of 

reallocation 

Expenditure Expenditure/ 

approved 

estimates 

3111399- Purchase. of 25,000,000 6,855,053 27% 31,119,496 124% 

00001001- Certified 

Seeds - 

     

0701019999- Exchequer 

(G0K ) 

     

3114000101 Default-

Agriculture 

     

 Headquarters      

3111301- Purchase of 5,086,029 4,278,937 84% 8,851,630 174% 

00001001- Certified 

Crop 

     

0701019999 Seeds 

Exchequer ( 

     

3114000201 GOK)-

Default- 

     

 Livestock      

 Development      

 Headquarters      

 Total 30,086,029 11,133,990  39,971,126  

The table below analyses the details of re-allocation effected by the County Executive 

during the year under review: 

 

The County is in breach of the law. 

Management Response 

According to Section 154 (2) of the Public Finance Management Act, 2012; “An 

accounting officer for a county government entity may reallocate funds between programs, 

or between SubVotes, in the budget for a financial year”. The reallocations that was done 

by the county government was programme based and therefore made within the Law as 

they did not exceed the percentage threshold prescribed in the law. 
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COUNTY GOVERNMENT OF KILIFI 

DEPARTMENT OF AGRICULTURE, LIVESTOCK DEVELOPMENT AND 

FISHERIES 

Programme Sub Programme Approved 

estimates 

Transfer 

Reallocation %age 

of 

reallocation 

Agriculture P 2: Crop 

Development and 

Management 

 

126,784,724.00 

 

6,855,053.00 

 

5% 

Livestock 

Development 

p 5: Livestock 

Resources 

Management and 

Development 

 

71,076,033.00 

 

4,278,937.00 

 

6% 

 

 

Committee’s observation and recommendation 

 

The committee noted that the reallocations arose as a result of expenditures being 

incurred without adherence to Sec. 154 of the PFMA an indication of possible 

misappropriation of funds. The committee also noted the usage of money without 

regard to budget ceilings set for programs, votes and sub-votes. The committee 

further noted that the explanation by the county did not address the audit issues.  

The committee recommends that-  

 the EACC should investigate the transaction of this seeds to ascertain whether 

there were supplied; and    

 the accounting officer must adhere to sec. 154 of the PFM Act.   

 

 

11.0 Un-recorded Expenditure 

Review of documents availed for audit indicated payments amounting to Kshs.203,237,242 

were made without being processed through the Integrated Financial Management 

Information System (IFMIS).This is as detailed below: 

Item No Item Name Amount (Kshs) 

1 Purchase of Certified Seeds, Breeding Stock and live 

Animals 

27,930,835 

2 Office and General Supplies 25,633,401 
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3 Construction of Roads 51,905,621 

4 Civil and Other Construction 79,428,962 

5 Water and Other Works 12,515,220 

6 Hospitality and other Services 5,823,203 

Total 203,237,242 

Therefore, the probity of these transactions amounting to Kshs. 203,237,242 for the year 

ended 30 June 2016 could not be ascertained. 

Management Response 

The County stated that payments worth Kshs. 203,237,242 were paid through the Kilifi 

county bank accounts held at the central bank of Kenya and that these payments were 

processed through IFMIS. All payments being made through the Internet Banking (IB) 

system of the Central Bank can only originate from the IFMIS system and there was no 

any other interface to the IB system other than IFMIS. 

 

Committee’s observation and recommendation 

The committee noted that the response given by the management was satisfactory and 

recommends that the auditor to ascertain this response by management in order to 

resolve this matter within 60 days.  

 

12.0 Budgetary Control and Performance 

12.1 Budgetary Utilization 

The County Executive of Kilifi had a total budget of Kshs.11,520,188,328comprising 

development budget of Kshs.5,947,850,606 and recurrent budget of Kshs.5,572,337,722. 

The total actual expenditure for the year under review was Kshs. 8,477,083,055, 

comprising of development expenditure of Kshs. 3,471,237,314 and the current 

expenditure of Kshs. 5,005,845,741, and thus resulting in an overall under absorption of 

Kshs. 3,043,105,272 or26%. This is as summarized below: 

 

Item 

Approved 

Budgetfor 

2015/2016 

(Kshs.) 

Actual 

Expenditure for 

2015/2016 

(Kshs.) 

Under 

Absorption 

 

(Kshs.) 

Under 

Absorption 

 

(%) 

Development Vote 5,947,850,606 3,471,237,314 2,476,613,292 42 
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Recurrent Vote 5,572,337,722 5,005,845,741 566,491,981 10 

Total 11,520,188,328 8,477,083,055 3,043,105,272  

 

Underutilization of budgeted resources is an indication that the County may have not 

received goods and services as envisaged in the development goals. 

Management Response 

The under-utilization of Kshs 3,043,105,272 or 26% of the budget was mainly attributed 

to the delayed release of funds from the national treasury. The last disbursement was 

received towards the end of the financial year hence could not be utilized.  

Committee’s observation and Recommendation 

The committee observed that the National Treasury has delayed to disburse funds to 

counties contrary to approved schedules set out by CARA, in contravention of Article 

219 of the Constitution. This breach has led to late release of substantial cash 

disbursement towards the last weeks to closure of financial years portraying counties 

as entities have no capacity to absorb monies disbursed to them. This has also led to 

accumulation of huge pending bills and portrays the incorrect position of surplus in 

the Financial Statements.  The committee recommends that the Cabinet Secretary for 

National Treasury should strictly adhere to release of funds to county Government 

entities as per the approved cash disbursement schedule as approved by the Senate. 

 

12.2 Development Budget 

 

During the year under review, County Executive allocated Kshs.5,947,850,606 for 

development projects and spent Kshs.3,471,237,314, resulting in under expenditure of 

Kshs.2,476,613,291 or 42% of budget as detailed below: 

 

 

 

Department 

Approved 

Budgetfor 

2015/2016 

(Kshs) 

Actual 

Expenditure for 

2015/2016 

(Kshs) 

Under 

Absorption 

(Kshs) 

 

Over 

Absorption 

(Kshs.) 

 

 

% 

Construction 

of Buildings 

 

2,007,450,882.0

0 

 

726,136,581.00 

 

1,281,314,301.0

0 

  

63.8% 
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Refurbishment 

of buildings 

 

72,095,031.00 

 

19,519,586.00 

 

52,575,445.00 

  

72.9% 

Construction 

of Roads 

 

1,323,149,389.0

0 

 

1,455,754,739.0

0 

  

132,605,350.0

0 

 

10.0% 

Construction 

and Civil 

Works 

 

 

820,961,577.00 

 

 

395,444,166.00 

 

 

425,517,411.00 

  

 

51.8% 

Acquisition of 

Lands 

 

16,700,000.00 

 

54,595,899.00 

  

37,895 ,899.00 

 

226.9

% 

Purchase of 

Vehicles and 

Other 

Transport 

Equipment 

 

 

 

 

140,589,437.00 

 

 

 

 

169 785,720.00 

  

 

 

 

29,196,283.00 

 

 

 

 

20.8% 

Other 

Developmenta

l Expenditure 

 

 

1,566,904,290 

 

 

650,000,623.00 

 

 

916,903,667 

  

 

56% 

 

Total 

 

5,947,850,606.0

0 

 

3,471,237,314.0

0 

 

2,676,310,824 

 

199,697,532.0

0 

 

 

From the above table, it is clear that the County Executive did not utilize significant 

resources amounting to Kshs.2,476,613 or 42% meant to develop and improve service 

delivery to the residents of the Kilifi County. There is need, therefore for the County 

Executive to re-think on budget formulation in order to make it as realistic and inclusive 

as possible and focus on priority areas to achieve its development agenda. 

Management response 

The underutilization was as a result of the following reasons: 

1. Late disbursement of funds by the National Treasury leading to slow 

implementation of projects. 

2. Contractors abandoning projects necessitating termination of contracts and 

retendering of projects. 
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Committee’s observation and Recommendation 

 

The committee observed that the National Treasury delayed to disburse funds to 

counties contrary to approved schedules set out by CARA, in contravention of Article 

219 of the Constitution. This breach has led to late release of substantial cash 

disbursement towards the last weeks to closure of financial years portraying counties 

as entities have no capacity to absorb monies disbursed to them. This has also led to 

accumulation of huge pending bills and portrays the incorrect position of surplus in 

the Financial Statements. 

The committee recommends that the Cabinet Secretary for National Treasury should 

strictly adhere to release of funds to county Government entities as per the approved 

cash disbursement schedule as approved by the Senate 

 

12.3 Recurrent Budget 

During the year under review Kilifi County Executive allocated Kshs.5,572,337,722 for 

recurrent expenditure   and   spent Kshs 5,005,845,741 resulting in under expenditure of 

Kshs.566,491,981 or 10% of budget as shown in table below: 

 

Item 

Approved 

Budget-for 

2015/2016 

(Kshs) 

Actual 

Expenditurefor 

2015/2016 

(Kshs) 

Under 

Absorption 

(Kshs) 

Over 

Absorption 

(Kshs) 

 

 

Absorption 

Rate 

Compensation of 

Employees 

 

2,769,235,165 

 

2,442,854,446 

 

326,380,719 

  

11.8% 

Use of Goods 

and Services 

 

2,113,453,523 

 

2,103,201,440 

 

10,252,083 

  

0.5% 

Other Grants 

andTransfers 

 

370,418,321 

 

434,351,381 

  

63,933,060 

 

17.3% 

Social Security 

Benefits 

 

59,889,993 

 

25,438,474 

 

34,451,519 

  

57.5% 

Acquisition of 

Assets 

 

259,340,720 
- 

 

259,340,720 

  

100.0% 

 

Total 

 

5,572,337,722 

 

5,005,845,741 

 

630,425,041 

 

63,933,060 
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The management has not provided satisfactory explanation for excess expenditure of 

Kshs.63,933,060 and the failure to utilize all approved budgetary provisions amounting to 

Kshs.630,425,041 as indicated above.  Underutilization of budget results in non-

implementation of planned development projects negatively affecting service delivery to 

the public. 

Management Response 

The Governor stated that the County Government did not utilize 10% of the recurrent 

budget due to the following reasons: 

1. Late disbursement of funds by the National Treasury 

2. High IFMIS downtime which led to delays in processing of payments. 

 

Committee’s observation and Recommendation 

4. The committee observed that the National Treasury delayed to disburse funds 

to counties contrary to approved schedules set out by CARA, in contravention 

of Article 219 of the Constitution. This breach has led to late release of 

substantial cash disbursement towards the last weeks to closure of financial 

years portraying counties as entities have no capacity to absorb monies 

disbursed to them. This has also led to accumulation of huge pending bills and 

portrays the incorrect position of surplus in the Financial Statements. 

5. The committee noted that the county entity faced challenges in 

operationalization of IFMIS due to inactive modules, instability of the system 

or wrong coding and recommends  

6. The committee recommends that;  

 The Cabinet Secretary for National Treasury should strictly adhere to 

release of funds to county Government entities as per the approved cash 

disbursement schedule as approved by the Senate 

 National Treasury to undertake a thorough capacity building on 

operationalization of all modules of IFMIS to staff at the County 

Government entity. 

 National Treasury to provide a stable system for operation of IFMIS which 

is the sole source of verification of revenue and expenditure of any 

government entity.  
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 The National Treasury develops an IFMIS System that is relevant to county 

government operations that is separate from the one used by the National 

Government.  

 

13.4 Revenue Budget 

Revenue reports availed for audit indicated decline in revenue collection in the financial 

year 2015/16 as compared to previous financial year (2014/15) by Kshs. 92,705,543.90 or 

16.8%. 

Further, the County Executive only managed to collect 32.6% of total budgeted local 

revenue during the year as analysed below. 

 

 

Financial 

year 

 

 

Budgeted 

Revenue Kshs 

 

 

Actual collection 

Kshs 

 

Actual v/s 

budgeted 

(%) 

Revenue  

Growth from 

preceding year 

(Kshs) 

Revenue 

Growth from 

proceeding 

year 

(%) 

2013/14 1,898,376,271.00 414.460,582.70 21.8% 0.00  

2014/15 1,000.000,000.00 550,816,702.95 55.1% 136,356,120.25 32.9% 

2015/16 1,407,318.463.00 458.111,159.05 32.6% (92,705,543.90) -16.8% 

Total 4,305,694,734.00 1,423,388,444.70 33.1%   

  

Further, review of revenue streams indicated that 56 streams including collection by 

outsourced service providers declined by more than 50%. Revenue collected by private 

contractor recorded highest decline in real terms, Kshs. 118,626,012.45, a decline of 64%. 

In the circumstances, the accuracy, validity and completeness of other receipts amount of 

Kshs.666,719,377 for the year ended 30 June 2016 could not be ascertained. 

 

Management response  

Management responded as follows- 

1. The county started experiencing revenue decline immediately after the contract with 

the revenue collection service provider was terminated.  

2. The other factors which also contributed to the decline include the following: 
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i. Delayed automation of the revenue collection systems by the revenue collection 

service provider. 

ii. Expired valuation rolls which made it difficult to enforce collections from land 

rates defaulters. 

iii. Delayed enactment of Revenue Administration Act. 

3. The County Government undertook measures  below to address the challenges: - 

 (i) Procuring an automated revenue collection system for the other revenue streams which 

is at its final stages of implementations. 

(ii) The county has enacted various legislations relating to revenue collection including the 

Revenue Administration Act, Kilifi County Tax Waiver Administration Act and the Trade 

Licencing act. 

Committee’s observations and recommendations 

The committee noted that the response given by the management was satisfactory and 

mitigation measures noted. The committee therefore observed that the matter stands 

resolved. 

 

13.5 Revenue under Collection 

The County Executive of Kilifi had a local revenue budget of Kshs. 1,407,318,463 for the 

year under review and managed to collect a total Kshs. 458, 111,159, resulting in under-

collection of Kshs. 740,599,086, or 53%. Under collection of revenue impacts negatively 

on expenditure budget leading to non-delivery or delivery of poor quality of goods and 

services to the residents of the County. It is also a pointer to ineffective or inadequate 

revenue collection controls by management. 

 

Management Response 

Management responded as follows- 

1. The county started experiencing revenue decline immediately after the contract with 

the revenue collection service provider was terminated.  

2. The other factors which also contributed to the decline include the following: 

i. Delayed automation of the revenue collection systems by the revenue collection 

service provider.  
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ii. Expired valuation rolls which made it difficult to enforce collections from land 

rates defaulters. 

iii. Delayed enactment of Revenue Administration Act. 

3. The County Government measures detailed below: - 

 i) Procuring an automated revenue collection system for the other revenue streams which 

was at its final stages of implementations. 

(ii) The county has enacted various legislations relating to revenue collection including the 

Revenue Administration Act, Kilifi County Tax Waiver Administration Act and the Trade 

Licensing act. 

Committee’s observations and recommendations 

The Committee observed that there was under collection of revenue during the 

financial year. The Committee further observed that the County Executive ought to 

have factored the revenue collection challenges that usually affect their revenue 

potential targets, especially during similar periods. The Committee recommends the 

County Executive to-  

 Map out all revenue collection streams in order to optimize revenue collection; 

 Update the Valuation Roll to enhance collection of property rates; 

 Automate Revenue Collection;  

 Ensure strengthening the revenue forecasting model to enhance realism in their 

own source revenue budget; and 

 Appoint/designate receivers of revenue pursuant to Section 157 of the PFM Act 

and provide information on the same within 60 days from the adoption of this 

report. 

 

13.6 Governor's Budget 

The Office of the Governor (referred as County Executive Department) was not allocated 

any amount for development during the year under review. The County Executive budgeted 

Kshs.411,188,126 for the Governor’s recurrent expenditure for the year 2015/2016, of 

which Kshs.401,301,722 (98%) was spent. 

Management response 
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The office of the governor does not implement any projects and so no allocation of 

development fund was made. 

Committee’s Observation and Recommendation 

The committee noted that the response given by the management was satisfactory. 

The committee therefore observed that the matter now stands resolved. 

14.0 Project Status 

Physical verifications of projects amounting to Kshs. 89,224,027 in the month of October 

2016 revealed the following: 

Item 

No. 

Project Name Contract 

Amount 

Amount 

Paid 

Observation 

1 Mwarakya- 

Kizingo 

Pipeline 

21,000,000 13,183,000 Invoice issued before Local Service 

Order (LSO).Physical verification 

revealed only 1 tank out of 2 had been 

constructed and there was land dispute 

where the tanks were to be 

Constructed 

2 Pangani-

Mbwaka Water 

Project 

12,458,655 12,458,655 Contract paid before work started. 

Contract sum included insurance of 

Kshs.1,050,000 without details on the 

need for insurance payment. Physical 

verification revealed poor workman if) 

and the project was not in use 

 

3 Kibaokiche- 

Kaloleni 

pipeline 

13,536,00 

 

 

2,931,249 

11,083,000 Contractor paid Kshs.11,083,000  but 

project 

not completed and not in use. Pump 

house not fenced and no signage was 

erected. 

4 Goshi- 

Chemchem 

Pipeline 

 2,931,249 Contract paid before commencement of 

the work. 

5 Extension of. 

Mkenge II 

Water Supplv 

i 2,0.00,.000 11,500,000 The contractor was paid KShS. 

11,500,000 
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Being 90% of the contract sum despite 

the 

work being only 30% complete. 

6 Laboratory at 

MtwapaATC 

11,062,653 11,062,653 Aquaculture laboratory completed but 

not handed over by the contractor for 

more than 6months. 

7 Kwa Jiwa 

Market 

27,023,470 27,023,470 A site visit on 25 October 2016 revealed 

the 

work done does not reflect the bill of 

quantities used to tender for the work. 

Boundary wall was billed at 

Kshs.1,621,260 was not done, Fish 

market tiles at Kshs.838,000 and at fruit 

market at Kshs.504,000 were not done. 

Included in the fruit markets certificate 

number 7 is ablution block at 

Kshs.1,022,440 which was not included 

in BO. While the BO showed works on 

fruit markets which was basically 

renovation amounting to 

Kshs.2,311,060, certificate 07 indicates 

works done on fruit market was valued 

at Kshs.4,505,125. Dry fish market was 

to cost Kshs.11,121,180 while 

certificate number 7 indicated works 

done was valued at Kshs.15,485, 800. 

External works as per BO was tendered 

at Kshs.11, 121,230 while payment 

certificate 07 indicated work done was 

valued at Kshs.3,706,790. The work 

done does not match work procured. 

Phase 2 of the market has already been 

awarded and work started. The variance 

was explained to have been caused by 

poorly done bill of quantities which was 

not implementable. 

 Total 100,012,021 89,224,027  
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 Management Response 

The management responded as follows- 

1. Mwarakaya - Kizingo pipeline 

The contractor went to site after being awarded the contract on 6th may 2016 pending the 

processing of the other documents such as the contract which was signed on 3rd of June 

2016 and the LSO.  After the project was completed the contractor picked the LSO on 9th 

of June 2016, the contractor issued an invoice on the 14th of June 2016 and was issued 

with a completion certificate on the same date. A team from the department visited and 

verified the works done to enable further processing of the payment. 

2. Pangani -Mbwaka Water Project 

The contractor went to the site after being awarded the contract on 6th may 2016 pending 

the processing of the other documents such as the contract which was signed on the 3rd 

June 2016 and the LSO. After the project was completed the contractor picked the LSO on 

9th of June 2016. The contractor issued an invoice on 14th June 2016 and was issued with 

a completion certificate on the same date. A team from the department visited and verified 

the completion of the project on 17th June 2016 after which the payment was processed. 

The department engaged with the contractor on areas that compromised quality of 

workmanship and all areas that needed attention were rectified.  

The item of insurance amounting to 1,050,000 was meant to cater for the uncertainty of 

events such as accidents injury to workers at site. 

 

3. Kibaokiche -Kaloleni Pipeline 

The signage was erected and placed at the beginning of the project at Tsongoni stage a few 

metres to Kanyumbuni and nearly 2Km to Kitsaumbi stage where we have the rehabilitated 

tank, a water kiosk and the rehabilitated pump house. NB. The auditors went to Kitsaumbi 

which was basically the end of the pipeline stretch and that is why they did not see the 

signage. However, the pump house has now been fenced and the project completed fully 

and in use. 

4. Goshi- Chemchem Pipeline 

The supplier was awarded the contract and immediately went to the site pending the further 

processing of their documents such as the LSO. The supplier completed the works as per 

the BQ and submitted his request for payment as he collected the LSO. The supplier was 

not financed to undertake the project. 
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5. Extension of Mkenge II Water Supply Pipeline 

Part payment had been done and the project was substantially complete pending installation 

of indicator marker posts. By the time the auditors visited site, the contractor was 

fabricating the marker posts off site. The project is now complete and now in use. 

 

6. Laboratory at Mtwapa ATC 

The Laboratory at ATC Mtwapa which had been completed was awaiting final payment 

that was due to the contractor. This payment was made, and the project handed over to the 

department and was operational. 

7. Kwa Jiwa Market 

The stall operators of the market opposed the renovation of the market vide HCCC No. 18 

of 2014, Malindi (Mohammed Haroon T/A Wonderful Butchery) & others v. County 

Government of Kilifi) where they sought for guarantee of allocation of market stalls on the 

basis of where they were then presently situated. In effect and as can be studied from the 

pleadings, they sought to vary the structure and the format of the market.  

In its response in Court, the County declined to make design changes since the tender had 

already been awarded and we only committed to the current operators being given first 

priority. In the Ruling of 25th June, 2015, the Court agreed with the plaintiffs (the stall 

operators) by obligating the County Government to undertake the renovations in 

accordance with the current allocations of the occupants. This necessitated changes in the 

BQs as the original BQ wasn’t workable as at the time of implementation of the project. A 

review of measurements of the project’s BQ to facilitate easy implementation and to factor 

in priorities and scope that arose during the works planning and supervision.   

The review of measurements didn’t alter the cost of the project but actually used the 

available resources that were allocated for the project. The works done and paid for in the 

Certificate number 7 reflect what is stated in the reviewed BQs. 

Committee’s observation and recommendations 

The Committee noted that incomplete projects indicate a disregard of project 

completion timelines. The committee recommends that in circumstances where there 

is delay in implementation of the projects, the respective stakeholders should be 

brought on board to ensure that the challenges are addressed and projects are 

implemented. In the event that a contractor is awarded a project and is not able to 

execute the works within the stipulated time, the tender should be cancelled and 

another contractor procured. 


