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DEFINITION OF TERMS

Disclaimer

A disclaimer is when the auditor is unable to fully review an entity’s documentation
because there is a substantial amount of information that is missing. The absence of
information makes it hard and difficult 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 that 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. Oversight
institutions are concerned to recommend remedies to address such anomalies and
systems.

Qualified Opinion

This is as a result of the Auditor General finding some problems that are not widespread
or persistent with documentation and information supplied. The auditor received all the
information required for the 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.



PREFACE
Mr. Speaker Sir,

Committees are a creation of the Constitution through Article 124(1) of the Constitution
which empowers each House of Parliament to establish Committees and make Standing
Orders for the orderly conduct of its proceedings, including the proceedings of its
Committee.

The County Public Accounts Committee is established by the Senate pursuant to
Standing Order No. 193 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;
¢) To examine special reports, if any, of the Auditor-General on county
government funds;
d) To exercise oversight over county public accounts.

Committee Membership
Mr. Speaker Sir,

The membership of the Committee comprises of the following Senators-

1. Sen. Kajwang® Moses Otieno, CBS, MP - Chairperson

2. Sen. Cherarkey Samson Kiprotich, MP - Vice-Chairperson
3. Sen. Adan Dullo Fatuma, CBS, MP - Member

4. Sen. Onyonka Richard Momoima, MP - Member

5. Sen. Mwenda Gataya Mo Fire, MP - Member

6. Sen. Methu John Muhia, MP - Member

7. Sen. Okoiti Andrew Omtatah, MP - Member

8. Sen. Omar Mariam Sheikh, MP - Member

9. Sen. Sifuna Edwine Watenya, MP - Member

Committee Secretariat
The secretariat comprises of the following members of staff:

1) Mr Njenga Njuguna - Director, Governance and Accountability

2) Ms. Emmy Chepkwony - H.0.D, Department and Other Select Committees
3) Mr. George Otieno - Principal Clerk Assistant II

4) Mr. Boniface Kiambi - Clerk Assistant I

5) Mr. Crispus Tima - Clerk Assistant I

6) Mr. Kevin Kibet - Clerk Assistant II1

7) Ms. Caroline Cheruiyot - Senior Legal Counsel

8) Mr. Jackson Wekesa - Legal Counsel

9) Mr. Hussein Salat - Fiscal Analyst 11

10)Ms. Keziah Muthama - Fiscal Analyst I11

11)Ms. Sharon Rotino - Research Officer 11
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12)Mr. Peter Katana - Research Officer 111

13)Mr. Martin Mulandi - Research Officer 111
14)Ms. Lynette Aseke - Research Officer 111
15)Mr. Osman Hire - Research Officer 111
16)Mr. Ibrahim Oruko - Media Relations Officer
17)Mr William Zenton - Audio Officer

18)Ms. Lorraine Nabwire - Procurement Officer I11
19)Mr. Julius Maganga - Accountant I1I

20)Mr. James Ngusya - Serjeant-at-Arms

Mr. Speaker Sir,

The Senate Committee on County Public Accounts is the avenue through which the
Senate under the provisions of Article 96(3) of the Constitution carries out the post
scrutiny of County Governments Budgets.

The Committee was constituted at the commencement of the First Session in September,
2022 pursuant to Senate Standing Order 193(4) which requires the County Public
Accounts Committee to be constituted after a general election and shall serve for a
period of three sessions. Therefore, the Committee commenced its business in the
month of February, 2023.and held several meetings with the County Government
entities from the Month of February 2023 where it considered the reports of the Auditor-
General for various county entities.

The sittings were primarily investigatory and the Committee received evidence from
the Governors as the Chief Executive Officers of the County pursuant to Article 179 (4)
of the Constitution. 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 year 2019/2020.

Mr. Speaker Sir,

Article 201 of the Constitution outlines the principles of public finance management to
be observed at both levels of government. These include openness, accountability,
public participation, prudent and responsible financial management.

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

Mr. Speaker Sir,
This report contains fifteen (15) County Executive reports for the year 2019/2020, listed
as volume I that were considered and adopted by the Committee.



The Committee examined the reports of the Auditor-General on the financial statements
for Tharaka Nithi, Homa Bay, Kakamega, Kirinyaga, Makueni, Meru, Bomet,
Murang’a, Nandi, Nyamira, Nyeri, Siaya, Vihiga, Wajir and Samburu County
Executives for the financial year 2019/2020; and identified various fiduciary risks.

During the years under review, majority of the fifteen (15) County Executives
considered under this report had challenges with submission of documents to the
auditors for verification during the audit exercise. The Committee noted that County
Executives did not avail relevant supporting documents to the Auditor-General during
the audit exercise, with only some managing to provide them at a later date. The non-
provision of documents therefore, left the entities unable to support expenditures of
substantial amount of funds. Further, the county assemblies had weak record
management systems thus casting doubts on the suitability and qualifications of staff in
the county treasury and accounts departments,

Mr. Speaker Sir,

The reports also revealed that County Executives were not able to apply proper
accounting practices as stipulated by the Public Sector Accounting Standards Board.
Financial Statements presented for audit verification exhibited various weaknesses
including failure to do regular reconciliations, variances between financial statements
and IFMIS balances; payment details and trial balance among other inconsistencies.
This resulted in inadequate reporting and presented an inaccurate position of the
financial position of the county executives.

The reports further showed that a number of counties had weaknesses in executing their
budgets. The County entities did not adhere to their approved budget ceilings set for
programs, votes and sub-votes. Thus, there was over-utilization or under-utilization of
appropriated funds. The Committee noted that the main cause for under-utilization of
budgets was delay in exchequer releases from the National Treasury thereby hampering
program implementation and budget execution. In some instances, funds were re-
allocated to items that were not budgeted for without prior approval by the County
Assembly.

The findings of the considered audit reports revealed that the entities made payments
outside the Integrated Financial Management Information System (IFMIS) platform,
contrary to the Public Finance Management Act, 2012, The practice of processing
transactions outside the IFMIS platform could be an avenue to bypass financial controls
and can lead to misappropriation of funds,

The reports also revealed that the county entities abused the imprest process, from the
request, approval, surrender and recovery. Imprests remained outstanding after their due
dates of surrender, contrary to the provisions of Regulation 93 (5) of the Public Finance
Management (County Governments) Regulation, 2015 which requires temporary
imprest holders to account for or surrender imprests within seven days upon returning



to their duty stations. Further, Management breached Regulations 93(6) by failing to
recover the outstanding imprests from the salaries of the defaulters.

Mr. Speaker Sir,

During the years under review, the Committee noted that majority of the entities
interrogated had not properly updated their assets registers despite the Inter-
Governmental Technical Relations Committee (IGTRC) having handed over their
report, hence exposing county assets to risk of loss, waste and misuse. Further, a number
of county executives had not updated their valuation Roll as required under Section 3
of the Valuation for Rating Act CAP 266. Thus, counties were not collecting optimal
revenue based on the prevailing land market values.

The Committee further noted that the reports revealed that a number of counties had
weak internal control systems on own source revenue collection and accounting. This
was evidenced by utilization of revenue at source, failure to bank revenue collected on
time and failure to maintain separate financial statements for funds established by the
counties. This exposed the county executives to revenue leakages and contributed to
failure of most counties to meet own source revenue collection targets.

Regarding human resource issues, the Audit reports revealed the following:

i. that some County staff were earning less than a third of their basic pay;

i, Some County Executives were still processing salaries and other benefits
outside the Integrated Payroll and Personnel Database (IPPD); and

iii. A number of County Executives did not meet the threshold on ethnic
inclusivity stipulated under Section 65(1)(e) of the County Governments Act,
2012.

The Committee further observed that County Executives did not take action on the
issues raised in the report of the Auditor General for previous financial years. This
therefore implied that a number of recommendations proposed by the OAG were not
implemented thus some audit queries had recurred for several financial years and
remained outstanding.

Mr. Speaker Sir,

On internal controls, risk management and governance, the Committee noted that a
number of county entities had not established Audit Committees contrary to Paragraph
167 of the PFM (County Government) Regulations, 2015. Further, the entities did not
have Risk Management policies, Disaster Recovery Plan, ICT Policy and Business
Continuity Plan to help prevent and mitigate against risks. This is contrary to Section
158(1) of the Public Finance Management (County Government) Regulation 2015
which requires the County Government entities to develop risk management strategies
which include fraud prevention mechanisms and a system of risk management and
internal control that builds robust business operations.
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In addition to the general observations and recommendations on cross cutting issues
across the counties interrogated and captured in the report, this report details further
observations and recommendations for specific audit queries for the respective county
Executives.

GENERAL OBSERVATIONS AND RECOMMENDATIONS

The Committee observed that the reports of the Auditor General considered had
recurring audit issues across a number of county entities. Consequently, the Committee
identified the following general observations and recommendations -

I. Lack of an updated Fixed Assets Register

Committee Observations
The Committee observed that a number of the county entities:-

a) had not updated their Fixed Assets Register;

b) had not adopted the report of the Inter-Governmental Relations Technical
Committee on assets and liabilities inherited from the defunct local authorities.
This has affected the correct statement of the assets and liabilities of the entities.

Committee Recommendations
The Committee recommends that the-

a) County entities should update and present their Fixed Assets Register in the
format prescribed by the Public Sector Accounting Standards Board;

b) County entities should adopt and implement the report of the Inter-Governmental
Technical Relations Committee (IGTRC) on assets and liabilities from defunct
Local Authorities and provide a status update to the Office of the Auditor
General within 90 days of adoption of this Report; and

¢) Office of the Auditor General should progressively review and report on the
matter in the subsequent Financial Years.

2. Delays in updating Property Valuation Roll

Committee Observation

The Committee noted that a number of County Executives had not updated their
valuation roll as required under Section 3 of the Valuation for Rating Act CAP 266 thus
leading to under-collection of rent and rates.

Committee Recommendation

The Committee recommends that the County executives should expedite updating of
valuation roll in accordance with Section 3 of the Valuation for Rating Act CAP 266 so
as to reflect current market values for optimal revenue collection and comply with the
guidelines of the Public Sector Accounting Sector Boards of reporting in the FY
2023/2024,
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3. Payment to the Council of Governors(COG)

Committee Observation

The Committee noted that payments made to the Council of Governors from County
Revenue Funds were irregular and unlawful since the Intergovernmental Relations Act
specifies that funding for the COG shall be drawn from the Consolidated Fund.

Committee Recommendation

The Committee recommends that the irregular payments to the Council of Governors
(COG) be stopped and further recommends the surcharge of any Governor, in their
capacity as Chief Executive Officer, who continues to make the irregular contribution.

The EACC should oversee the recovery of all the public funds irregularly transferred to
the Council of Governors (COG) by the Governor. This is in line with the Resolution
of the Senate.

4. Delay and non-submission of documents

Committee Observation

The Committee noted that the County entities did not submit or made late submissions
of the relevant documents to the Auditor General during the audit exercise contrary to
section 62 of the Public Audit Act, 2015.

Committee Recommendation

The Committee recommends that the County Chief Executive Officer (CEO)
undertakes administrative action(s) against the responsible officer(s) who fails to
provide documents to the auditors in accordance with section 156 of the Public Finance
Management Act, 2012 and provide a status report to the Office of the Auditor General
within sixty (60) days from the adoption of this report. Where such failure has led to a
Disclaimer opinion, the Committee recommends the sanctions outline in Section 62(2)
of the Public Audit Act, 2015.

5. Pending bills

Committee Observations

The Committee observed that the county entities had pending bills that had been
outstanding for several years. Further, the entities continued to incur further bills
without prioritizing payment of verified pending bills as a first charge in the subsequent
financial year as required by law.

Committee Recommendations
The Committee therefore recommends that:

a) the County entities should prioritize payment of all verified pending bills as a
first charge in the subsequent financial year;

b) the National Treasury should ensure timely release of funds to county
governments in line with the cash disbursement schedules approved by the
Senate so as to enable county entities settle their obligations on time;
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¢) the county executives puts in place measures to enhance own generated revenue
in order to meet its revenue target and address revenue shortfalls that contribute
to the challenge of pending bills;

d) Pending bills deemed ineligible should be forwarded to the Directorate of
Criminal Investigation (DCI) to investigate proper legal action taken against
those filing false claims;

¢) County Executive to make a provision in its budget for contingency liability in
respect of legal fees pursuant to regulation 25(2)(e) of the Public Finance
Management (County Government) Regulations, 2015;

f) the National Treasury takes lead in a multi-agency approach to come up with
legislative an procedural measures to deal with accumulation of pending bills in
counties within 90 days of adoption of this Report;

g) County Governments to take note of judgement in a Kitale High Court
Constitutional Petition E003 of 2023 that declared formation of pending bills
verification committees unconstitutional and engage Office of the OAG and
strengthen the internal audit functions;

h) All valid pending bills that have been reviewed by the OAG be paid and a
payment plan be submitted to the county assemblies for approval and progress
report on implementation sent to the Senate and the Office of the Controller of
Budget; and

i) The Committee will seek to reintroduce the Prompt Payment Bill with
amendments aimed at ring-fencing a certain percentage of the equitable
shareable revenue for pending bills and retain money at source to pay pending
bills.

6. Noen-Compliance with the Law on Fiscal Responsibility - Wage Bill

Committee Observation

The Committee observed that the wage bill for a number of County entities was above
the threshold of 35% of total receipts contrary to Regulation 25 (1) (b) of the Public
Finance Management (County Governments) Regulations, 2015.

The Committee further noted that high wage bill is a threat to the objects of devolution
as provided for under Article 174(f) of the Constitution.

Committee Recommendations
The Committee recommends that-

a) the management should strictly adhere to the provision of paragraph 25(1)(b) of
the PFM (county government) regulations, 2015 which stipulates that the county
wage bill shall not exceed 35 per cent of the county total revenue;

b) the county executive puts in place measures to enhance own source revenue
collection in order to address high wage bill gap; and

¢) the management of the concerned entities should provide to the Auditor General
a status report of measures put in place to contain the high wage bill within sixty
(60) days of the adoption of this report.
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d) Senate should consider reintroducing the fiscal responsibility index in revenue
allocation to act as an incentive for counties that meet the PFM fiscal

responsibility targets.
7. Outstanding imprests

Committee Observations

The Committee noted that the County entities had substantial amounts of outstanding
imprest by the close of financial year contrary to Regulations 93(5) of the Public
Finance Management (County Government) Regulations, 2015 which requires a holder
of a temporary imprest to account for the imprest within seven days after returning to
duty station.

Committee Recommendation

The Committee recommends that the Accounting Officer(s) recover the outstanding
imprests with interest as per provisions Regulation 93 (6) of the Public Finance
Management (County Governments) Regulations, 2015.

The Committee further recommends sanction and surcharge of Accounting Officers
who fail to recover outstanding imprests in line with Regulation 93(7) of the PFM
(County Government) Regulations, 2015.

8. Budget Control and performance

Committee Observation
The Committee observed that-

1) the county entities did not receive exchequer releases from the National Treasury
on time.

2) the Committee noted that the county executives did not meet their own source
revenue collection targets. This challenge hampered budget implementation in the
affected county entities.

3) Most Counties fail to undertake public participation on supplementary budgets that
exceed 10% of the budget contrary to Section 135 (7) of the PFM Act, 2012 and
Regulation 39(9) of the PFM (County Government) Regulations, 2015.

Committee Recommendations
The Committee recommends that -

a) The National Treasury should ensure timely release of funds to county
governments in line with the cash disbursement schedules approved by the
Senate.

b) the County Executive puts in place measures to enhance its own generated
revenue in order to meet its revenue target and address revenue shortfalls.

¢) County Assemblies to exercise their powers as outlined in Article 201 of the
Constitution to ensure budgets are realistic and espouse people’s aspirations.

9. Lack of ethnic diversity in staff establishment

Committee Observations

13



The Committee observed that -

a) there was no ethnic diversity among employees of county executives as
employees were mainly drawn from the dominant community in the county; and,

b) due to the homogeneous ethnographic population in most counties, it may not
be feasible for them to attain the threshold provided under Section 7(2) of the
National Cohesion and Integration Act, 2008 which states that no public
establishment shall have more than one third of the staff from the same ethnic
COmmunity.

Committee Recommendations
The Committee recommends that-

a) the County Executives should work progressively towards attaining the
requirement of the provisions of Section 65(1)(e) of County Government Act on
ethnic inclusivity.

b) The Standing Committee on NCEORI to explore legal amendments to ensure
progressive compliance with section 65(1)(e) of County Government Act, 2012,

10. Non-compliance with the One Third Basic Salary Rule

Committee Observations

The Committee observed that some of the county staff were earning less than a third of
their basic pay contrary to Section 19 (3) of the Employment Act 2007.

Committee Recommendations
The Committee therefore recommends that -

a) The county entities should configure their IPPD system such that it is able to
lock out commitments beyond the accepted thresholds; and

b) The Auditor General should continue monitoring the issue in subsequent audit
cycles.

11. Prior Year Issues

Committee Observation

The Committee observed that most County entities did not take action on issues raised
in the Report of the Auditor General for previous financial years even where the reports
has been considered by the Committee and a report tabled and adopted by the Senate,

Committee Recommendation
The Committee recommends that-

1. the County entities should strictly comply with Section 53 of the Public Audit
Act, 2015 by taking action on the issues raised by the Auditor General.

2. The Institute of Certified Public Accountants of Kenya (ICPAK) takes action(s)
against professional accountants who prepare financial reports which do not

14



comply with the Public Sector Accounting Standards as it amounts to gross
negligence in the conduct of professional duties which constitutes a professional
misconduct pursuant to Section 8 (a) and 30 of the Accountants Act CAP 531.

12. Failure to establish an Audit Committee

Committee Observations

The Committee observed that in a number of the entities considered, management had
not established audit committees to provide oversight on the financial and other
operations of their financial affairs as required under Section 167(1) of Public Finance
Management (County Governments) Regulation, 2015.

Committee Recommendation
The Committee recommends that-

1. the county entities should expedite establishment of audit committees to enhance
oversight over public resources and provide a status report to the Auditor General
within sixty (60) days from the adoption of this report.

2. The Committee further recommends that the SRC should review the
compensation framework for Audit Committee members since the low sitting
allowances may not attract seasoned professionals to the county Audit
Committees.

13. Lack of a Risk Management Policy Framework
Committee Observations

The committee noted that a number of county entities did not have a risk management
policy framework in place. The committee further observed that lack of risk prevention
mechanism may expose the entities to various form of risks.

Commitiee Recommendations

The Committee recommends that the Accounting Officer for all county entities should
put in place a risk management policy and disaster recovery plan within sixty (60) days
from the adoption of this report and submit the same to the Auditor General. The
committee further recommends that the Auditor General to closely monitor the
development, documentation and communication of these policies within the county
entities in the subsequent audit cycles.

14. Payment of Salaries outside the IPPD

Committee Observation

The Committee noted that some Counties Executive were making payments of salaries
for some of its employees outside the Integrated Personnel and Payroll Database (IPPD)
System.

Committee Recommendations
The Committee recommends that;
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1) County Entities should engage the State Department of Public Service to fast-track
the issuance of personal numbers to enable Counties onboard all employees on the
Integrated Personnel and Payroll Database (IPPD) System: and

2) the Auditor General to monitor the matter in subsequent audit cycle.
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CHAPTER ONE

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE
ON THE REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF THARAKA NITHI COUNTY EXECUTIVE FOR THE

FINANCIAL YEAR 2019/2020

The Governor of Tharaka Nithi County, Hon. Muthomi Njuki, EGH, appeared before
the Committee on Tuesday, 7" March, 2023 to respond (under oath) to audit queries
raised in the Report of the Auditor General on Financial Statements for Tharaka Nithi
County Executive for the Financial Year 2019/2020.

Qualified Opinion

EXECUTIVE SUMMARY OF UN-RESOLVED AUDIT QUERIES

S/NO

AUDIT QUERY

COMMITTEE
RECOMMENDATIONS

ACTORS

TIMELINE

1. Own
Generated
Revenue

1.1
Mismanagement
of Revenue from
Veterinary
Services.
Daily, weekly and
monthly  revenue
reports, revenue
control sheets and
records  showing
number of animals
inspected were not
provided for audit
review.

The County CEO undertakes
administrative action against
the responsible officer(s)
who failed to provide the
documents to the auditors in
accordance with section 156
of the Public Finance
Management Act, 2012 and
provides a status report to the
Office of the Auditor General
within sixty (60) days from
the adoption of this report.

The County
Chief Executive
Officer

60 Days
from the
date of
adoption of
this report

1.2 Unauthorised
Collection of
Revenue

Meat inspection
fees collected from
the forty-three (43)
slaughter  houses
across the County
and revenue from
artificial
insemination
services were not

The Committee therefore
recommends that;-

1. The County CEO
undertakes
administrative action
against  responsible
officer(s), for-

a) failure to declare
revenue from
veterinary  services
and who did not give
approval of the

The County CEO

Within 60
Days from
the date of
adoption of
this report
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supported with
banking slips
showing revenue
banked in County
Revenue Fund
(CRF).

It was also noted
that meat inspection
fees was collected
by meat inspectors

revenue receiver to
collect revenue from
meat inspection
b) Undermining

established financial
procedures and
controls contrary to
Section 156(4) of the

Public Finance
Management  Act,
2012,

without any 2. The County CEO |The Auditor

authority from the provides a status | General

receiver of revenue. report to the Auditor-

Review of the General within sixty

budget revealed that (60) days from the

revenue from adoption of  this

veterinary services report.

was not included in

the approved

budget for the year

2019/2020 which

could lead to

concealment of

revenue.

1.4 Unrealistic | The Committee recommends | The County | Within 60
Receipts Budget - | that; Chief Executive | days from
Liquor Licenses  |a. the County Executive puts | Officer the date of
The balance in place measures to adoption of
includes a balance enhance its own generated this report

of Kshs.6,448,500
in respect  of
revenue from liguor
licenses. However,
the 2018/2019
financial statements
reflect
Kshs.15,704,110 in
respect of the same
item resulting to
Kshs.9.255.610 or
59% decline which
has not  been
explained

revenue in order to meet
its budgeted target and
address revenue shortfalls
such as setting up a liquor
licensing fund;

b. the County CEO
undertakes administrative
action against the
responsible officer(s) who
failed to provide the
documents to the auditors
in  accordance  with
section 156 of the Public
Finance Management
Act, 2012 and provides a
status report to the Office
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of the Auditor General
within sixty (60) days
from the adoption of this
report.;

provide a status report on
measures taken to
enhance revenue
collection to the Auditor-
General within sixty (60)

days after the adoption of
this report.

1.5 The Committee recommends | 1. The 60 days
Administrative | that- County  Chief | from  the
Fees and [1. The County CEO | Executive date of
Charges undertakes administrative | Officer adoption of

The balance also action against the | 2. The this report

includes an amount responsible officer(s) for | National

of Kshs.32,490,951 failure to  undertake | Treasury

in respect of| revenue reconciliation

administrative fees within  the stipulated

and charges against
an approved budget
of Kshs.5,600,000
resulting to revenue
over collection of
Kshs.26,850,951 or
480%.
The
summary
and
Financial
Management
Information
Services (IFMIS)
revenue report
reflects a balance of
Kshs.44,714,511
and
Kshs.32,882,177
respectively.

No explanation or
reconciliation was
provided for the
variance between
the three sets of
records.

revenue
reports
Integrated

timelines in accordance
with section 156 of the
Public Finance
Management Act, 2012
and submit a report to the
Office of the Auditor
General within 60 days of
adoption of this report;

The County Executive to
identify training needs of
its staff serving in the
Finance Department and
initiate capacity building
and training in
conjunction with the
National Treasury within
60 days of adoption of this

report.
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2.1. Domestic The Committee recommends | The County | Within 60
Travel and | that the Accounting Officer | Executive days from
Subsistence recovers the outstanding | Committee the date of
Work tickets/bus | imprest with interest at the | Member adoption of
tickets, approved | prevailing Central bank rates | (CECM), this report
requests, program | from the officers who failed | Finance.
of activities and |[to surrender the safari
back to office | imprest within 7 days of
reports were not | returning to duty station,
provided for audit | pursuant to Regulation 93(6)
review. of the PFM Act (County

Governments) Regulations,

2015.

The Committee further

recommends sanctions and

surcharge of Accounting

Officers who fail to recover

outstanding imprests in line

with Regulation 93(7) of the

PFM (County Government)

Regulations, 2015.
2.2 Other | The Committee recommends | 1. The County | 60 days
Operating that the Accounting Officer Executive from the
Expenses recovers the outstanding Committee | date of
Documents imprest with interest at the Member adoption of
showing how the | prevailing Central bank rates (CECM), this report
imprest was | from the officers who failed Finance and
surrendered  and | to  surrender the safari Economic
accounted for were | imprest within 7 days of Planning
not provided for | returning to duty station, | 1.
audit review pursuant to Regulation 93(6)

of the PFM Act (County

Governments) Regulations,

2015.

The Committee further

recommends sanction and

surcharge of Accounting

Officers who fail to recover

outstanding imprests in line

with Regulation 93(7) of the

PFM (County Government)

Regulations, 2015.
Printing, The Committee recommends | 1. The County | 60 days
Advertising and | that- Chief from the
Information 1. The County CEO Executive date of

) undertakes Officer
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Supplies and

Services

- Approved
requisitions and
Local Service
Orders (LSOs)
WwWere not

provided for
audit review.
Balance of
Kshs.2,100,000
was an amount
of
Kshs.1,114,760

which is
indicated as
relating to
expenditures
incurred during
2017/2018
financial year.
Review of
documents

revealed that the
same was not
included as
pending bills in
the financial
statements  for
the years
2017/2018 and
2018/2019.

The  propriety
and accuracy of
expenditure
amounting  to
Kshs.4,004,340
included under
use of goods and
services in the
statement of
receipts and
payments for the
year ended 30
June, 2020 could

administrative action
against the responsible
officers for failure to
undertake revenue
reconciliation within the
stipulated timelines in
accordance with Section
156 of the Public Finance
Management Act, 2012
and submit a report to the
Office of the Auditor
General within 60 days
of adoption of this report.

. The County Executive to

identify training needs of
its staff serving in the
Finance Department and
initiate capacity building
and training in
conjunction with the
National Treasury within
60 days of adoption of
this report.

2. The
National
Treasury

adoption of
this report
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not be
ascertained
Emphasis of | The Committee therefore | 1. The County | Continuous
Matter recommends that: Chief
Discharge of 1. the  National Executive
Pending Bills Treasury should Officer
Management paid ensure  timely
bills amounting to release of funds
Kshs.19,494 698 in to county

respect of governments in
construction  and line with the
civil works. cash
Examination of disbursement
records schedules
revealed that the approved by the
bills comprised of Senate so as to
bills which were enable county
incurred in the last entities  settle
four years but were their
not included as a obligations on
pending bills in the time; and
financial statements 2. the county
of the respective executive puts
years. in place
Review of the measures to
budget for the enhance own
financial year generated
2019/2020 revealed revenue in order
that the pending to meet its
bills revenue larget
had not been and address
included in the list revenue
of pending bills in shortfalls that
the approved contribute to the
budget for challenge  of
2019/2020. pending bills.
Failure to settle 3 Pending  bills
bills in the year to deemed
which they relate ineligible
will adversely should be
affect the forwarded to
implementation of the Directorate
the subsequent of Criminal
year’s budgeted Investigation
programs as the (DCI) for
investigation
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pending bills form a
first charge

and proper legal
action  taken

against  those
filing false
claims.
County

Government to
take note of
judgement in a

Kitale High
Court
Constitutional
Petition EQ03 of
2023 that
declared

formation  of
pending  bills
verification
committees
unconstitutional
and engage
Office of the
OAG and
strengthen the
internal  audit
functions.; and
All valid
pending  bills
that have been
reviewed by the
Office of the
Auditor
General be paid
and a payment
plan be
submitted to the
county
assembly  for
approval and
progress report
on
implementation
sent to the
Senate and the
Office of the

26




Controller of

Budget.

Other Matter The Committee therefore | 1. The National

1.6 Budgetary |recommends that: Treasury

Control and 1. The National | 2. The County
Performance Treasury should Chief

The statement of ensure timely release Executive

comparative budget of funds to county Officer

and actual amounts governments in line

reflects final with the cash

receipts disbursement

budget and actual schedules approved

on comparable by the Senate and

basis of comply with Article

Kshs.5,119,073,806 219 of the

and Constitution and

Kshs.4,479,989,745 Section 17(6) of the

respectively, Public Finance

resulting to an Management Act,

under-funding  of 2012.

Kshs.639,084,061 | 2. the County executive

or 12% of the|puts in place measures to

budget. Similarly, | enhance its own generated

the County | revenue in order to meet its

Executive revenue target and address

expended an | revenue shortfalls.

amount of

Kshs.4,247,239,658

against an approved

budget of

Kshs.5,119,073,806

resulting to

an under-

expenditure of

Kshs.871,834,148

or 17% of the

budget.

2.0Unresolved The Committee recommends | The County | 60 days
Prior Year Issues | that Chief Executive | from the
Several issues were [ 1) the County executive | Officer date of
raised under the | complies with section 53 of adoption of
Report on Financial | the Public Audit Act, 2015 | The Auditor | this report,
Statements, Report | by taking action on the issues | General

on Lawfulness and | raised by the Auditor General
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Effectiveness in
Use of Public
Resources, and
Report on
Effectiveness  of
Internal  Controls,
Risk Management
and Governance.
However, the
Management has
not resolved the
issues or given any
for failure to adhere
to the provisions of
the Public Sector
Accounting

Standards  Board
templates and the
National Treasury’s
Circular Ref: No.
AG.4/16/3 Vol.1(9)

and submits a report to the
Auditor General within 60
days of the adoption of this

report.

dated 24 June,
2020.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

10. |1. Non- | The Committee recommends | 1. The County

Compliance with | that- Chief
the Law on Fiscal | 1. the management Executive
Responsibility- should provide to the Auditor Officer adoption of
Wage Bill General and the Senate the | 2. The Auditor | this report
The statements of | measures it will put in place General.
receipts and | to contain the high wage bill

payments reflects
an expenditure of
Kshs.2,015,104,735
on compensation of
employees

representing 46% of
the total receipts of
Kshs.4,388,338,643
which is contrary to
the provisions of
Regulation  25(1)
(a) and (b) of the
Public Finance

within sixty (60) days of the
adoption of this report;

2. the management
should strictly adhere to the
provision of  paragraph
25(1)(b) of the PFM Act
(county government)
regulations, 2015 which
stipulate that the county
wage bill should not exceed
35 per cent of the county total
revenue; and

28




Management 3. the county executive

(County puts in place measures to

Governments) enhance own source revenue

Regulations, 2015 | collection in order to address
wage bill gap.

11. | 2. Non- | The Committee | The County | 60 days
Compliance with | Recommends that; Chief Executive | from the
Human Resource | |. the County Executive | Officer date of
Policies and | strictly adheres to the Human adoption of
Procedures Resource  Policies and | The County | this report
Manual for Procedures Manual and | Public Service
Public Service, | submit a status report of the | Board ( CPSB)

2016 adherence.

Ten (10) employees | 2. the County Executive | The Auditor
were employed on | should not employ, on | General

five (5)  year | permanent and pensionable

contract contrary to
Section B. 20(4) of
the Human
Resource Policies
and Procedures
Manual for Public
Service, 2016
which  stipulates
that contract
appointments  will
be limited to a
maximum period of
three (3) years,
renewable subject
to demonstrable
performance  and
other terms of the
contract.

A teacher who was
on a ftwo-year
contract from 1
March, 2018 to 28
February, 2020 had
already attained the
age of 60 years at
the time of expiry of
the contract. No
explanation  was
provided why the

terms, persons who are above
sixty (60) years and that the
County Executive submits a
status report to the Auditor-
General on implementation
of this recommendation
withinsixty (60) days of
adoption of this report.
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County Public
Service Board
renewed the

contract contrary to
Section D.21 of the
Human Resource
Policies and
Procedures Manual
for Public Service,
2016

12,

3 Non-
Compliance with
the Public
Procurement and
Assets  Disposal
Act, 2015

3.1 Splitting of
Tenders

During the year
under review,
Management paid
an amount of
Kshs.5,278,000 for
branding of
assorted items.
However, the

supply was split
into three (3) and
awarded to three (3)
different suppliers
at Kshs.1,972,000,
Kshs.1,821,200 and
Ksh.1,484,800
using request for
quotation method of
procurement
contrary to Section
54. (1) of the Public
Procurement and
Asset Disposal Act,
2015

The Committee recommends
that:

1) The County CEO
undertakes  administrative
action against the responsible
officers who failed to provide
explanation for unbundling
of the tender to the auditors
in accordance with section
156 of the Public Finance
Management Act, 2012 and
provides a status report to the
Office of the Auditor General
within sixty (60) days from
the adoption of this report;
and

2)the management should
strictly adhere to the
provisions of the Public
Procurement and  Asset
Disposal Act, 2015 and
Public Procurement and
Disposal (Regulations) 2020.

The
Executive
Officer

County
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13.

4. Non-
Compliance with
the Public Finance
Management
(County
Governments)
Regulations, 2015
i) Receipts of good
after LPO Validity
Period
Kshs.553,000 paid
to a supplier for

supply of
stationeries.

Review of
documents

provided for audit
revealed that, the
Local Purchase
Orders (LPO) were
issued on 6 March,
2020. However, the
stationeries  were
delivered on 11
July, 2020
approximately three
(3) months after the
LPO was issued
contrary to Section
52. (1)(2) of the
Public Finance
Management
(County
Governments)
Regulations, 2015.

The County CEO undertakes
administrative action against
the responsible officer(s)
who received goods beyond
the stipulated period of thirty
(30) days in accordance with
section 156 of the Public
Finance Management Act,
2012 and provides a status
report to the Office of the
Auditor General within sixty
(60) days from the adoption
of this report.

The County
Chief
Executive
Officer

60 days
from the
date of
adoption of
this report

31




ii) Delayed
Construction  of
Githioroka Bridge
A contractor was
awarded the tender
for the construction
of Githioroka
Bridge at a contract
sum of
Kshs.12,501,320.
An  amount of
Kshs.8,334,832 was
paid  but  only
Kshs.7,000,000 was
approved out of a
contract sum of
Kshs.12,501,320
resulting to over
expenditure of
Kshs.1,334,832 in
the year under
review without
approval.

The Committee recommends
that-

1. The County CEO
undertakes  administrative
action against responsible
officer(s) for incurring
additional expenditure
without approval and no
budget line in the subsequent
year which is contrary to
Section 116(2) of the Public
Financial Management
(County Government)
Regulations, 2015 and
provides a status report to the
Auditor General within 60
days of adoption of this
report;

2. The county executive
expedites the completion of
the project to ensure that
citizens get value for money;
and

3. the Auditor-General
to verify the implementation
of the above
recommendations.

. The County

Chief
Executive
Officer

. The Auditor

General

60 days
from the
date of
adoption of

this report
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14,

iii) Incomplete
Levelling and
Improvement of
Kairuni
Playground
Physical
verification carried
out in September,
2020 revealed that
the contractor was
not on site and work
appeared to have
stalled.

No explanation was
provided on how
the County
Executive intended
to complete the
project.

Further, although
the works had not
been completed, no
budgetary
allocation had been
provided for the
completion of the
project in
2019/2020 and
2020/2021 financial
years budgets.

The Committee recommends

1. The County CEO

undertakes
administrative action
against responsible
officer(s) for
incurring  additional
expenditure without
approval and no
budget line in the
subsequent year
which s contrary to
Section 116(2) of the
Public Financial
Management
(County
Government)
Regulations, 2015
and provides a status
report to the Auditor
General

. The county executive

expedites the
completion of the
project to ensure that
citizens get value for
money; and

. the Auditor-General

to verify the
implementation  of
the above
recommendations

1. The County

Chief
Executive

Officer

. The Auditor

General

60 days
from the
date of
adoption of

this report
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15. |iv) Construction of | 1) The County CEO | 1)The  County |60 days
Chiakariga Water undertakes administrative | Chief Executive | from  the
Project action against the | Officer date of
Physical responsible officers who adoption of
verification carried failed to provide the |2)The  Auditor | this report
out in September, documents to the auditors | General
2020 revealed that in  accordance  with
the pump house and section 156 of the Public
water tank were Finance =~ Management
constructed but Act, 2012 and provides a
were not in use status report to the Office
since the same were of the Auditor General
not connected to the within 60 days of
main water supply. adoption of this report.
seven (7) items in | 2) the County Government
the Bill of takes immediate action to
Quantities valued at operationalise the project
Kshs.303,850 had and provides a report to
been paid for but Auditor-General on
were not supported project status.
by relevant
documents
including approved
measurements  of
work done

16. |v) Failure to 1. The County CEO |The County | 60 days
adhere to the undertakes Chief Executive | from the
approved budget. administrative action | Officer date of
Kshs.17,580,000 against  responsible adoption of
spent by Health officer(s) for failing to this report.
Department on adhere to the
purchase of three procurement plans and
(3) double cab budgeted programs in
pickup. However, accordance with
review of approved section 156 of the
Health Department Public Finance
procurement  plan Management Act,
revealed that the 2012 and provides a
purchase of the status report to the
three (3) motor Office of the Auditor

vehicles was not
included in the
Health Department
approved

procurement plan.

General within sixty
(60) days from the
adoption of this report;
and
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Review of the
Health Departments
approved

procurement  plan
revealed that
Kshs.5,860,000 was
budgeted for

purchase of an
ambulance but the
same was spent on
purchase of Toyota

Double Cab. No
explanation  was
provided why the
departments
deviated from their
approved
procurement  plan

contrary to Section
50(2)(3) of Public
Finance

2. the County Executive
strictly adheres to the
procurement plans and
budget programs and if
reallocations are
required, they should
undertake due process
to ensure compliance
with the provisions of

the Public Finance
Management Act,
2012.

Management
(County
Governments)
Regulations, 2015

17. |S. Non- | The Committee recommends | 1. The County | 60 days
Compliance with | that; Chief from  the
the Public Finance | 1. the County CEO Executive date of
Management Act, | undertakes  administrative Officer adoption of
2015 action against responsible | 2. The Auditor | this report

Management made
payment of
Kshs.4,634,100
spent

on shipping cost
and associated fire
kits for two (2) fire
engines that were
donated to the
County Executive
by a donor from
United Kingdom.
However, review of
documents

officer(s) for incurming
unbudgeted expenditure
without approval and for
failure to give a written
authorization to pay for the
shipping and associated fire
kits costs in accordance with
section 156 of the Public
Finance Management Act,
2012 and provides a status
report to the Office of the
Auditor General within 60

days of adoption of this
report;

General.
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provided for audit
review  indicated
that County
Executive
Committee
Member (CECM)
for finance’s
authority to pay for
the shipping and
associated fire kits
costs was not given
contrary to Section
138(6)(b) of the
Public Finance
Management

Act, 2012 which
stipulates that if a
project that is being
financed by a grant
or donation

from a development
partner requires
county government
funding, the project
may only

be started when the
County Executive
Committee
Member for
Finance has given a
written
authorization  for
the project to begin.

2 the County Executive
should strictly adhere to
Section 138 (6) (b) of the
Public Finance Management
Act, 2012 and the budget
process.
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18. | 6. Other Accounts | The Committee recommends | The Chief | 60 days
Receivables that the County CEO |Executive from  the
(Debtor) undertakes  administrative | Officer date of
Qutstanding  plot | action against responsible adoption of
rents totalling | officer(s) for failing to put in this report
Kshs.43,208,302 place measures to obtain
which has been | payment of any outstanding
outstanding for over | amounts including taking
one (1) year legal action where

appropriate in accordance
with section 156 of the
Public Finance Management
Act, 2012 and provides a
status report to the Office of
the Auditor General within
60 days of adoption of this
report.

19. | 7.Management of | The Committee recommends | The County | 60 days
Retentio that;- Chief Executive | from the
n Money n) the County CEO | Officer date of
Review of the bank | undertakes administrative adoption of
statements revealed | action against the this report

that
Kshs.36,945,209
was transferred
from the deposits
account on 29 July,
2019 to recurrent
account confrary to
Section 47(1) (e) of
the Public Finance
Management
(County
Government)
Regulations, 2015.
No explanation was
provided on how

responsible officer(s) for
illegal transfer of retention
money in contravention of
Section 47(1)(e) and 63 (4)
of the Public Finance
Management (County
Government) Regulations,
2015 and provides a status
report to the Office of the
Auditor General within 60
days of adoption of this
report; and

) The EACC to investigate
the transfer of
Kshs.36,945,209 from the

the management | deposits account on 29
intended to| July, 2019 to recurrent
replenish the | account contrary to Section
account and pay| 47(1) (e) of the Public
retention money to | Finance Management
suppliers when due. | (County Government)

Regulations, 2015 and

EACC
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recommend for the
prosecution of culpable
officer(s) if the diversion
of the funds resulted in loss
of public funds and provide
a status update to the OAG
and the Senate within 90
days of adoption of this

report.

20. | 8,Account The Committee recommends | The County | 60 days
Receivables that the Accounting | Chief Executive | from the
(Outstanding Officer(s) recover  the | Officer date of
Imprests) outstanding imprests with adoption of
The imprest had not | interest as per provisions this report

been surrendered or
accounted for at the
time of this audit in
September, 2020
which is between
five (5) and thirty-
four (34) months
since the imprests
were issued.
Explanation on
measures taken to
recover the long
outstanding
imprests was not
provided for audit
review

Regulation 93 (6) of the
Public Finance Management
(County Governments)
Regulations, 2015.

The Committee further
recommends sanction and
surcharge of Accounting
Officers who fail to recover
outstanding imprests in line
with Regulation 93(7) of the
PFM (County Government)
Regulations, 2015.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE
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1. Own Generated Revenue

1.1. Mismanagement of Revenue from Veterinary Services
The balance includes Kshs.24,250 (2019 Kshs.298,100) in respect of revenue from
veterinary services which relates to meat inspection fees and artificial insemination
services. However, daily, weekly and monthly revenue reports, revenue control sheets
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21. |20 Ineffective | The Committee recommends | 1. The County | Continuous
Management  of | that the- Chief
Fixed Asset ¢) County Executive Executive
Fixed assets register should update and Officer
provided for audit present their Fixed |2. Inter-
review reflects a list Assets Register in the Governmental
of assets acquired format prescribed by Relations
during the financial the Public Sector Technical
year ended 30 June, Accounting Standards Committee
2020 without Board; (IGTRC)
reflecting their | d) County Executive | 3. The Auditor
respective costs or should adopt and General.
historical  value, implement the report of
Further, the register the Inter-Governmental
did not include Technical  Relations
assets acquired in Committee (IGTRC)
the previous on assets and liabilities
financial years. from defunct Local
The above Authorities and provide
historical cost a status update to the
includes a balance Office of the Auditor
of Kshs.4,386,080 General within 90 days
in_ respect  of of adoption of this
purchase of a parcel Report; and
of land e) Office of the Auditor
respectively. General should
However, F]e:tails_ of progressively review
the land including d ot oo the
ownership o rw_n
documents were not mafiet i e
provided for audit subsequent Financial
review Years.

Qualified Opinion

As disclosed in Note 3 to the financial statements, the statement of receipts and
payments reflect an amount of Kshs.271,605,362 in respect of county own generated
revenue. However, review of records indicates the following unsatisfactory matters: -




and records showing number of animals inspected were not provided for audit review.

Management Response

The Management confirmed collection of Kshs. 24,250 from livestock meat inspection
and insemination during the year under review, a decline from Ksh. 298,100 in previous
financial year. The necessary record for revenue receipt was availed for audit review.

Committee Observations

The Committee noted that the County Executive did not submit relevant documents to
the Auditor General at the time of audit exercise contrary to the Section 62 of the Public
Audit Act, 2015.

Committee Recommendations

The County CEO undertakes administrative action against the responsible
officer(s) who failed to provide the documents to the auditors in accordance with
section 156 of the Public Finance Management Act, 2012 and provides a status
report to the Office of the Auditor General within sixty (60) days from the adoption
of this report.

1.2. Unauthorised Collection of Revenue

Examination of records revealed that meat inspection fees collected from the forty-three
(43) slaughter houses across the County and revenue from artificial insemination
services were not supported with banking slips showing revenue banked in County
Revenue Fund (CRF). It was also noted that meat inspection fees was collected by meat
inspectors without any authority from the receiver of revenue. Review of the budget
revealed that revenue from veterinary services was not included in the approved budget
for the year 2019/2020 which could lead to concealment of revenue.

Management Response

The Management confirmed engaging meat inspectors and veterinary officers to charge
and collect fees levied. This was done to create efficiency in process of revenue
collection by having one officer offer services and collect revenue.

Meat Inspectors and veterinary officers were issued with revenue collection books to
enable levy charges on meat inspection and A.l services respectively. The authority to
collect revenue has since been issued in accordance to PFM Act, 2012, Section 158,
The authority availed for audit review.

The omission of veterinary services fees on the budget was not in any way intended to
conceal revenue collection. The Management had in the subsequent years, ensured the
revenue stream was included in the budget.

Committee Observations
The Committee noted that;
1. Meat inspection fees were collected by meat inspectors without any authority
from the receiver of revenue.
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2. The revenue from veterinary services was not included in the approved budget
for the year 2019/2020 which could indicate concealment of revenue.

3. The matter was resolved in subsequent years as relevant supporting documents
had since been provided.

Committee Recommendations:
1. The County CEO undertakes administrative action against the
responsible officer(s) for- failure to declare revenue from veterinary
services and who did not give approval of the revenue receiver to collect
revenue from meat inspection Undermining established financial
procedures and controls contrary to Section 156(4) of the Public Finance
Management Act, 2012.
2. provide a status report to the Auditor-General within sixty (60) days
from the adoption of this report.

1.3. Unreconciled receipts - Technical Services (Building Plans Approval)

The county own generated revenue includes a balance of Kshs.6,342,768 in respect

of technical services (building plans approval). However, the revenue summary and
revenue performance reports provided reflect a balance of Kshs.3,639,412 and
Kshs.5,690,749 respectively, in respect of the same item. No explanation or
reconciliation was provided for the discrepancies between the three sets of records.
Management Response

During the year under review, the county generated Khs.6,342,768 in respect of
technical services fees. The revenue class comprised of two revenue streams namely
Building plan approval and physical planning fees;

Item | Revenue Stream Amount Ksh.

1 Building plans approval 3,639,412

2 Physical Planning fees 2,703,356
Total 6,342,768

The amount of Ksh. 3,639,412 related to receipts from building plans approval only as
stream of revenue and shown on revenue summary on one column while the physical
planning fees amounting to Ksh. 2,703,356 analysed the different column.

The reported amount of Ksh. 5,690,749 as reflected on unreconciled performance
reports was inaccurate. The actual and final figure was as reflected on IFMIS generated
report and hereby availed for audit review.

Committee Observations
The Committee noted that;
1. the County Executive did not submit relevant documents to the Auditor General
at the time of audit exercise contrary to the Section 62 of the Public Audit Act
of 2015.
2. the matter has since been addressed.

Committee Recommendation
The Committee recommends that the matter be marked as resolved.
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1.4. Unrealistic Receipts Budget - Liquor Licenses

The balance includes a balance of Kshs.6,448,500 in respect of revenue from liquor
licenses. However, the 2018/2019 financial statements reflect Kshs.15,704,110 in
respect of the same item resulting to Kshs.9,255,610 or 59% decline which has not been
explained. This may be a pointer to unaccounted revenue, revenue leakage or very low
set target by the management. In addition, daily, weekly and monthly revenue reports
and revenue control sheets were not provided for audit review.

Management Response

The County realised an amount of Ksh.6,448,500 in respect of revenue from liquor
licenses (Ksh.15,704,110 FY 2018/2019) reporting a decline by 59%. The shortfall is
attributed to impact of Covid-19 that led to closure of business from month of February
to May 2020, period which coincided with peak season for renewal of liquor licenses.
The collections from liquor licenses have since recorded significant recovery with
Ksh.10,995,586 and Ksh.13,374,511 realised in FY 2020/2021 and FY 2021/2022
respectively.

Committee Observations
The Committee noted;
1. the county has not setup a liquor licensing fund and thus the 59% decline in
revenue from liquor licences during the financial year under audit.
3. The management did not provide the relevant primary records of revenue and
any other information or explanations at the time of audit contrary to the Section
62 of the Public Audit Act, 2015,

Committee Recommendations
The Committee recommends that;

1. the County Executive puts in place measures to enhance its own generated
revenue in order to meet its budgeted target and address revenue shortfalls
such as setting up a liquor licensing fund;

2. The County CEO undertakes administrative action against the responsible
officer(s) who failed to provide the documents to the auditors in accordance
with section 156 of the Public Finance Management Act, 2012 and provides
a status report to the Office of the Auditor General within sixty (60) days
from the adoption of this report,

3. provide a status report on measures taken to enhance revenue collection to
the Auditor-General within sixty (60) days after the adoption of this report.

1.5. Administrative Fees and Charges

The balance also includes an amount of Kshs.32,490,951 in respect of administrative
fees and charges against an approved budget of Kshs.5,600,000 resulting to revenue
over collection of Kshs.26,850,951 or 480%. This is an indicator of very low set targets
or poor budget making process. However, the revenue summary reports and Integrated
Financial Management Information Services (IFMIS) revenue report reflects a balance
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of Kshs.44,714,511 and Kshs.32,882,177 respectively. No explanation or reconciliation
was provided for the variance between the three sets of records.

In the circumstances, the completeness and accuracy of the Kshs.271,605,362 in respect
of county own generated revenue for the year ended 30 June, 2020 could not be
confirmed.

Management Response

The amount of revenue realised from Administrative Fees and Charges during the year
under review amount to Ksh. 32,490,951 (Ksh. 37,699,762 FY 2018/19).

The revenue stream records any revenue realised that was not under ordinary revenue
sources or receipts that were not expressly identified to specific revenue stream.

To enhance clear reporting, the County had ensured that, revenue was recognised under
specific revenue stream and hence no substantial amount was estimated for when setting
the target and hence the reported over collection.

Committee Observations
The Committee observed that the executive is experiencing revenue reconciliation
challenges due to late and inaccurate reconciliation as they did not provide the revenue

summary reports.

Committee Recommendations
The Committee recommends that-

1. The County CEO undertakes administrative action against the responsible
officer(s) for failure to undertake revenue reconciliation within the
stipulated timelines and submit a report to the Office of the Auditor General
within 60 days of adoption of this report;

2. The County Executive in liaison with the National Treasury undertakes
capacity building for the responsible officer(s).

2. Unsupported Expenditure - Use of Goods and Services

As disclosed in Note 7 to the financial statements, the statement of receipts and
payments reflect an amount of Kshs.560,753,619 in respect of use of goods and
services. However, review of records indicates that several balances have not been
supported with adequate verifiable documents as indicated below: -

2.1. Domestic Travel and Subsistence

The balance constitutes an amount of Kshs.65,907,613 in respect of domestic travel and
subsistence which further includes Kshs.240,000 was paid as allowances to County
executive officers. However, work tickets/bus tickets, approved requests, program of
activities and back to office reports were not provided for audit review.

Management Response

The Management took note of the Audit finding and the necessary support documents
relating to; Domestic Travel expenditure during the year under review and which
weren’t provided for audit purpose were availed for audit review.
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Voucher No | Imprest holder Date Paid Amount (Ksh)
24536 John Kariuki Kithaka 26/03/2020 200,000
24761 Nicholas Kimathi Thiora 09/04/2020 40,000

Total 240,000

Committee observations
The Committee noted;

1. The failure of the County Executive to submit relevant documents on time to the
Auditor General during the audit exercise contrary to Section 62 of the Public
Audit Act,2015;

2. The County Executive misled the Committee by filing the wrong documents to
support the expenditure. The County Executive was therefore unable to support
the expenditure.

Committee Recommendations

The Committee recommends that the Accounting Officer recovers the outstanding
imprest with interest at the prevailing Central bank rates from the officers who
failed to surrender the safari imprest within 7 days of returning to duty station,
pursuant to Regulation 93(6) of the PFM Act (County Governments) Regulations,
2015.

2.2. Other Operating Expenses

Further, the balance includes a balance of Kshs.82,503,786 in respect of other operating
expenses out of which an amount of Kshs.1,236,300 paid as imprest to County
Executive officers. However, documents showing how the imprest was surrendered and
accounted for were not provided for audit review.

Management Response

The Management took note of the Audit finding and the necessary supporting
documents relating to; Other Operating Expenses expenditure during the year under
review, and which were not provided for audit purpose were availed for audit review.

Voucher No | Imprest holder Date Paid Amount (Ksh)
26266 Elijah Kiarie Nduati 29/06/2020 489,000
24997 James Mwiti Kiria 12/03/2020 485,100
22491 George M Chege 19/12/2019 152,200
22383 Anjelina Karema 19/12/2019 110,000
1,236,300 _J

Committee Observations
The Committee noted that:
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1. the failure of the County Executive to submit relevant documents on time to the
Auditor General during the audit exercise contrary to Section 62 of the Public
Audit Act, 2015.

2. the safari imprest was not surrendered within 7 days of returning to duty station
in violation of Section 93(5) of the PFM Act (County Governments) Regulations,
2015 and stated that the responsible officers should be surcharged with an
interest at the prevailing Central bank rates.

Committee Recommendations

The Committee recommends that the Accounting Officer recovers the outstanding
imprest with interest at the prevailing Central bank rates from the officers who
failed to surrender the safari imprest within 7 days of returning to duty station,
pursuant to Regulation 93(6) of the PFM Act (County Governments) Regulations,
2015.

2.3. Printing, Advertising and Information Supplies and Services

In addition, the balance also includes payments amounting to Kshs.24,668,150 in
respect of printing, advertising and information supplies and services which constitutes
an amount of Kshs.2,100,000 and Kshs.428,040 paid to a firm for advertising. However,
approved requisitions and Local Service Orders (LSOs) were not provided for audit
review. Further, included in the above balance of Kshs.2,100,000 was an amount of
Kshs.1,114,760 which is indicated as relating to expenditures incurred during
2017/2018 financial year. Review of documents revealed that the same was not included
as pending bills in the financial statements for the years 2017/2018 and 2018/2019.

In the circumstances, the propriety and accuracy of expenditure amounting to
Kshs.4,004,340 included under use of goods and services in the statement of receipts
and payments for the year ended 30 June, 2020 could not be ascertained.

Management Response

The Management took note of the Audit finding and the necessary supporting
documents relating to, Printing, Advertising and Information Supplies and Services
expenditure during the year under review, that were not provided for audit purpose were
now availed for audit review.

Sub item Payment
Voucher | Description Payee Date Amount | Date Paid
Advertising, NATION
Awareness and | MEDIA
Publicity GROUP
26648 | Campaigns LIMITED 24-Jun-20 | 2,100,000 | 08/07/2020
Advertising, NATION
Awareness and | MEDIA
Publicity GROUP
21779 | Campaigns LIMITED 07-Oct-19 | 142,680 |17/10/2019

45



Advertising, NATION
Awareness and | MEDIA
Publicity GROUP

21780 | Campaigns LIMITED 07-Oct-19 | 142,680 | 17/10/2019
Advertising, NATION .
Awareness and | MEDIA
Publicity GROUP

24853 Campaigns LIMITED 03-Mar-20 | 142,680 | 19/03/2020

Committee Observations

The Committee noted the failure of the County Executive to submit relevant documents
such as Local Service Orders (LSOs) and approved requisition on time to the Auditor
General during the audit exercise contrary to Section 62 of the Public Audit Act, 2015.

Committee Recommendations
The Committee recommends that-

1. The County CEO undertakes administrative action against the responsible
officers for failure to undertake revenue reconciliation within the stipulated
timelines and submit a report to the Office of the Auditor General within 60
days of adoption of this report; and

2. The County Executive in liaison with the National Treasury undertakes
capacity building for the responsible officer(s).

Emphasis of Matter

Discharge of Pending Bills

I draw your attention to Disclosure 1 - Other important disclosures to the financial
statements which reflects an amount of Ksh.439,321,218 (2019: Ksh.493,228,840) in
respect of outstanding pending bills as at 30 June, 2020. Examination of records
revealed that bills amounting to Ksh.18,238,781 were not supported while the creditors’
ledgers were not provided to ascertain the creditors’ movement during the year.
Further, during the year under review, Management paid bills amounting to
Ksh.19,494 698 in respect of construction and civil works. Examination of records
revealed that the bills comprised of bills which were incurred in the last four years but
were not included as a pending bills in the financial statements of the respective years.
Review of the budget for the financial year 2019/2020 revealed that the pending bills
had not been included in the list of pending bills in the approved budget for 2019/2020.
Failure to settle bills in the year to which they relate will adversely affect the
implementation of the subsequent year’s budgeted programs as the pending bills form
a first charge.

My opinion is however not qualified in respect of the above matter

Management Response
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The Management confirmed holding outstanding pending bills amounting to Kshs.
439,321,218 as at 30 June, 2020. The Creditors Ledger for the Pending Bills was availed

for audit review.

Further, all the necessary support documents relating to, Outstanding Pending Bills for
the year under review amounting to Kshs. 18,238,781 and which the supporting
documents had not been provided for audit purpose were later availed for audit review.

Supplier Name Invoice Date | Description of Works Amount Ksh.
Cray Enterprises Rehabilitation of tea buying
1 | Limited 26/06/2020 centres - Maara sub- county 3,472,565
Supply and delivery of UPVC
Sykam  Kenya pipes to Ndagani KK irrigation
2 | Traders 19/06/2020 project. 1,999,500
Construction works for
Jomvick Improvement of Mwonge water
3 | enterprises Ltd 31/05/2019 project 3,600,000
Jaytton Enterprise Construction of Mokothima
4 | Limited 02/04/2020 Bridge 4,881,700
Supp Merchant Rehabilitation of Turima Tweru
5 | Lid 26/06/2020 Irrigation Project 2,183,000
Locque
Consolidated Co Rehabilitation  works  for
6 | Ltd 08/09/2017 Kamutiria water intake 1,614,500
Installation of Solar panels at
Ecosard  Group Kiamurukima and connection at
7 | Ltd 05/06/2020 nkodi water project 487,300

The pending bills amounting to Ksh. 19,494,698 were honoured following a thorough
verification process and its legibility ascertained. The omission from previous years’
financial statements was due to pending verification process.
In accordance to PFM Regulations 2015, Section 41 (2) which states the county debt
shall form first charge to County Revenue Fund, hence the pending bills were paid from
the approved budget analysed as follows;
The County had set aside Ksh. 17,750,000 under department of Water and Irrigation for
payment of pending bills from which Ksh. 7,765,210 was paid.

Approved Actual

Name of Supplier | Description of Works Budget Ksh Amount Ksh
Gikingo Civil | Construction of water tank,

Engineering & | pumping house and main line

Contractors Itd at Chiakariga market-2016/17 | 17,750,000 3,771,630
Auto Garage | Supply of pipes for Gantaraki

concepts Itd water project- 2017/18 3,993,580
Total 17,750,000 7,765,210
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The County allocated Ksh. 4,000,000 for construction of terraces and ablution block for
Nyangumi Stadium (Marimanti Stadium) with Ksh. 3,807,468 spent on settling the
pending bills. Further, an amount of Ksh. 6,000,000 was budgeted for Kairuni Stadium
which Ksh. 4,597,451 was also utilised to pay the pending bills.

Name of Approved Actual

Supplier Description of Works Budget Ksh | Amount Ksh
Provision of watering system &

Janton landscaping at Nyangumi stadium

Investments Itd | -2018/2019 4,000,000 3,807,468
Proposed leveling & Improvement

Janton works at Kairuni playground-

Investments Itd | 2018/2019 6,000,000 4,597 451
Total 10,000,000 | 8,404,919

With regard to payment for pending bill relating to improvement of access roads, the
County had set aside an amount of Ksh. 50,000,000 during the financial year 2019/2020,
from which the amount was partly utilised to settle the amount owed from previous
financial years of Ksh, 3,324 .560.

Name of Approved Actual
Supplier Description of Works Budget Ksh | Amount Ksh
Recksars Grading & spot Improvement of

General Igambangombe  ward  roads-

suppliers 2015/2016 50,000,000 | 3,324,560

The County had been settling the pending bills gradually over the years with 90% of
pending bills outstanding as at 30 June, 2020 paid as at time of County Executive
appearance. The remaining balance was budgeted for payment this current financial
year.

Committee Observations
The Committee observed that;
1. the County Executive had not settled all its pending bills at the time of the audit;
2. the County Executive did not provide a status report of all its pending bills as
prescribed by the Public Sector Accounting Standards Board. This could lead to
inadequate disclosures of the pending bills; and
3. there was poor record keeping of pending bills that could lead to ineligible bills
and litigations.

Committee Recommendations
The Committee therefore recommends that:

1) the National Treasury should ensure timely release of funds to county
governments in line with the cash disbursement schedules approved by the
Senate so as to enable county entities settle their obligations on time; and



2) the county executive puts in place measures to enhance own generated
revenue in order to meet its revenue target and address revenue shortfalls
that contribute to the challenge of pending bills.

3) Pending bills deemed ineligible should be forwarded to the Directorate of
Criminal Investigation (DCI) for investigation proper legal action taken
against those filing false claims.

4) County Government to take note of judgement in a Kitale High Court
Constitutional Petition E003 of 2023 that declared formation of pending
bills verification committees unconstitutional and engage Office of the OAG
and strengthen the internal audit functions.; and

5) All valid pending bills that have been reviewed by the Office of the Auditor
General be paid and a payment plan be submitted to the county assembly
for approval and progress report on implementation sent to the Senate and
the Office of the Controller of Budget.

Other Matter

1.0 Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.5,119,073,806 and Kshs.4,479,989,745
respectively, resulting to an under-funding of Kshs.639,084,061 or 12% of the budget.
Similarly, the County Executive expended an amount of Kshs.4,247,239,658 against an
approved budget of Kshs.5,119,073,806 resulting to an under-expenditure of
Kshs.871,834,148 or 17% of the budget.

Management has attributed the low performance to late disbursement of the Exchequer
from the National Treasury where out of the Kshs.4,116,647,949 in respect of actual
exchequer releases, Kshs.765,297,000 or 19% was received by the County Government
between 4 June 2020 and 24 June 2020 giving little time to execute the budget.

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

Management Response

The Management noted the Audit finding in respect to under realization of budgeted
receipt by an amount of Ksh. 639,084,061. The revenue short fall was attributed to the
following matters;

e Under disbursement of Equitable Share of Revenue amounting to Ksh.
337,515,600 or 9% of budget amount. The amount was however disbursed in
August 2020,

In addition, several Grants as provided through CARA were not disbursed or were
partly released, such as KSCAP Grant deficit of Ksh. 23,202,049, KUSP — UDG with
deficit of Ksh. 32,287,906 while County allocation for Construction of County
headquarter and Lease of Medical Equipment of Ksh. 1,152,184 and Ksh. 131,914,894
respectively was utilized by National Government Ministries.

The County Own Sources of Revenue realized Ksh. 271 Million against budgeted
amount of Ksh. 350M. The shortfall was attributed to harsh economic condition as result
of Covid 19 pandemic that led to lock down for over four months
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The under absorption of the expenditure budget was attributed to revenue short fall as
analysed above as well as late disbursement of exchequer funds with Ksh.
1,058,708,149 representing 21% of the approved budget received in June 2020,

Committee Observations
The Committee observed that;
1. there was under-utilization of appropriated funds by the county executive as a
result of delay in exchequer releases by the National Treasury; and
2. the county did not meet its own-source revenue targets.

Committee Recommendation
The Committee therefore recommends that:

1. the National Treasury should ensure timely release of funds to county
governments in line with the cash disbursement schedules approved by the
Senate and comply with Article 219 of the Constitution and Section 17(6) of
the Public Finance Management Act, 2012.

2. The County executive puts in place measures to enhance its own generated
revenue in order to meet its revenue target and address revenue shortfalls.

2.0 Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of Internal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any for
failure to adhere to the provisions of the Public Sector Accounting Standards Board
templates and the National Treasury’s Circular Ref: No. AG.4/16/3 Vol.1(9) dated 24
June, 2020.

Management Response

The Management had addressed the issues as contained in the Auditor General report
for the year ended 30 June 2019 with matters satisfactorily responded to and discussed
with Senate Public Accounts Committee.

Committee Observation
The Committee observed that the report of the Auditor-General for the financial year
2018/2019 for the County Executive of Tharaka Nithi was adopted by the Senate.

Committee Recommendations

The Committee recommends that;
1. the County Executive should implement the Senate recommendations in the
report on the Auditor General’s report for the Financial Year 2018/2019
adopted by the Senate.



2. the County executive complies with section 53 of the Public Audit Act, 2015
by taking action on the issues raised by the Auditor General and submits a
report to the Auditor General within 60 days of the adoption of this report.

3. the County Executive engages with the Auditor General to resolve any
outstanding matters.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Basis for Conclusion

1. Non-Compliance with the Law on Fiscal Responsibility - Wage Bill

The statements of receipts and payments reflects an expenditure of Kshs.2,015,104,735
on compensation of employees representing 46% of the total receipts of
Kshs.4,388,338,643. This is contrary to the provisions of Regulation 25(1) (a) and (b)
of the Public Finance Management (County Governments) Regulations, 2015 which
stipulates that county government's expenditure on wages and benefits for its public
officers, shall not exceed thirty-five (35) percent of the county government’s total
revenue for the year.

Consequently, Management is in breach of the law.

Management Response

The Management took note of the Audit finding with regard to non-compliance with
Fiscal Responsibility Principles on personnel expenditure, with reported personnel
expenditure during the year under review reported at 46% of county revenue exceeding
the 35% as set on PFM Regulations, 2015.

The high reported ratio on personnel expenditure at 46% was as result of revenue under
realization in particular the unreleased equitable share of national revenue and short fall
on own sources of revenue.

Further, the County was still burdened by huge wage bill from employees that were
absorbed by the County from defunct local authorities and employees devolved from
central government.

The process of harmonization of employees to required capacity was not realised in the
short run, but its gradual process till the county had optimal work force.

Committee Observations
The Committee observed that;
1. the County Executive's wage bill during the FY 2019/2020 stood at 46% of its
total receipts which was above the threshold of 35%;
2. the county inherited employees from the defunct local governments and there is
a need to engage relevant bodies to develop policies to address wage bill issues
in counties which is a threat to the objects of devolution as provided for under
Article 174(f) of the Constitution.

Committee Recommendations
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The Committee recommends that; -

1. the management should provide to the Auditor General and the Senate the
measures it will put in place to contain the high wage bill within sixty (60)
days of the adoption of this report;

2. the management should strictly adhere to the provision of paragraph
25(1)(b) of the PFM Act (county government) regulations, 2015 which
stipulate that the county wage bill should not exceed 35 per cent of the
county total revenue; and

3. the county executive puts in place measures to enhance own source revenue
collection in order to address wage bill gap.

2. Non-Compliance with Human Resource Policies and Procedures Manual for
Public Service, 2016

Note 6 to the financial statements reflects Kshs.2,015,104,735 in respect of
compensation of employees. However, review of the personal files provided for audit
revealed that ten (10) employees were employed on five (5) year contract contrary to
Section B.20(4) of the Human Resource Policies and Procedures Manual for Public
Service, 2016 which stipulates that contract appointments will be limited to a maximum
period of three (3) years, renewable subject to demonstrable performance and other
terms of the contract.

Further, the County Public Service Board renewed a contract for an Early Childhood
Development Education (ECDE) teacher for a period of one year from 1 March, 2020
to 28 February, 2021. However, a review of documents and payroll revealed that, the
teacher who was on a two-year contract from 1 March, 2018 to 28 February, 2020 had
already attained the age of 60 years at the time of expiry of the contract. No explanation
was provided why the County Public Service Board renewed the contract contrary to
Section D.21 of the Human Resource Policies and Procedures Manual for Public
Service, 2016 which stipulates that all officers shall retire from the service on attaining
the mandatory retirement age of 60 years.

In the circumstances, Management is in breach of the manual.

Management Response

The Management confirmed having hired a number of employees on five-year contract.
The category included the CECMs, Chief Officers and Governor Advisors. The contract
was made in tandem with the constitutional term of office of the Governor.

The ECDE care givers offers specialized services to the children which required well
trained and experienced personnel, This was in addition to the proper attachment with
the children especially those with special needs.

The two ECDE care givers aged 62 and 61 years respectively fell in the above category
having trained children with special needs for a long period at Ikuu School for the
Special Children were awarded lyear contract for a smooth transition. They were
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allocated other ECDE teachers to work under them in that period as a succession
management for mentorship. This was why they were awarded only lyear contract to
facilitate the transition.

Committee Observations
The Committee noted that;

1. The County Executive employed ten (10) employees on a five (5) years contract
basis contrary to the Section B. 20(4) of the Human Resource Policies and
Procedures Manual for Public Service, 2016.

2. The County Executive had in their employment, recruited persons who were
beyond 60 years old which is set at the maximum retirement age.

Committee Recommendations
The Committee Recommends that;
1. the County Executive strictly adheres to the Human Resource Policies and
Procedures Manual and submit a status report of the adherence within sixty
(60) days from the adoption of this report; and
2. the County Executive should not employ, on permanent and pensionable
terms, persons who are above sixty (60) years and that the County Executive
submits a status report to the Auditor-General on implementation of this
recommendation within sixty (60) days of adoption of this report.

3. Non-Compliance with the Public Procurement and Assets Disposal Act, 2015

3.1 Splitting of Tenders

During the year under review, Management paid an amount of Kshs.5,278,000 for
branding of assorted items. However, the supply was split into three (3) and awarded to
three (3) different suppliers at Kshs.1,972,000, Kshs.1,821,200 and Ksh.1,484,800
using request for quotation method of procurement contrary to Section 54. (1) of the
Public Procurement and Asset Disposal Act, 2015 and first schedule to legal notice
number 106 of the Public Procurement and Disposal (Amendment) Regulations, 2013
which stipulates that no procuring entity may structure procurement as two or more
procurements for the purpose of avoiding the use of a procurement procedure. The
maximum level of expenditure on use of request for quotation of goods is
Kshs.2,000,000.

Management Response

The Management confirmed having procured various items during the year as follows;
branded umbrellas and T-shirts from Kendee Enterprises at cost of Ksh. 1,972,000, Wall
calendar, notebooks and desk calendar from Flexnet Networks at cost of Ksh. 1,821,200
and branded thermos, bottles, pens carrier bags from Confiance Communication at cost
of Ksh. 1,484,800,

The County in line with access to government procurement opportunities unbundled the
tender to make it favourable to targeted category, reserved for youth, women and people
with disabilities in accordance to Public Procurement and Disposal Regulations 2020,
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Section 154 (1). The registration under AGPO for awarded suppliers was provided for
audit review.

Committee Observations
The Committee observed that;

1. the County Executive unbundled the tender to aid access to government
procurement opportunities so as to make it favourable to targeted category,
reserved for youth, women and people with disabilities in accordance to Public
Procurement and Disposal (Regulations) 2020, Section 154 (1).

2. the County Executive failed to give the explanation for unbundling of the tender
at the time of audit.

3. that the county executive unbundled the tender in a bid to defeat competition.

4. the head of procurement should have offered professional opinion on unbundling
of the procurement of the branding services.

Committee Recommendations
The Committee recommends that;

1. The County CEO undertakes administrative action against the responsible
officers who failed to provide explanation for unbundling of the tender to
the auditors in accordance with section 156 of the Public Finance
Management Act, 2012 and provides a status report to the Office of the
Auditor General within sixty (60) days from the adoption of this report; and

2. the management should strictly adhere to the provisions of the Public
Procurement and Asset Disposal Act, 2015 and Public Procurement and
Disposal (Regulations) 2020.

3.2 Use of Suppliers not prequalified

Further, Management paid an amount of Kshs.160,000 to a supplier for provision of
air ticket. However, the supplier was not in the updated list of registered suppliers
provided for audit review contrary Section 95(3) of Public Procurement and Asset
Disposal Act, 2015 which stipulates that a procuring entity shall invite tenders from
only the approved persons who have been pre-qualified.

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

Management Response

The Management acknowledged incurring expenditure amounting to Ksh. 160,000
towards cost of flight by one of county staff. However, the services were not procured
by the County but were incurred by the officer and made claim for refund upon return
from foreign trip. The claim for refund voucher was provided.

Committee Observations

The Committee was informed by the Auditor General that the matter had since been
addressed.
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Committee Recommendations
The Committee recommends that the matter be marked as resolved.

4. Non-Compliance with the Public Finance Management (County Governments)
Regulations, 2015

During the year under review, Management paid for various projects and procured
goods and services for the County. However, review of the records revealed several
instances of non-compliance with the law of outlined below:

i) Receipts of good after LPO Validity Period

Management paid an amount of Kshs.24,668,150 in respect of printing, advertising and
information supplies and services which further includes Kshs.553,000 paid to a
supplier for supply of stationeries.

Review of documents provided for audit revealed that, the Local Purchase Orders (LPO)
were issued on 6 March, 2020. However, the stationeries were delivered on 11 July,
2020 approximately three (3) months after the LPO was issued contrary to Section 52.
(1)(2) of the Public Finance Management (County Governments) Regulations, 2015
which stipulates that local purchase order or local service order shall be valid for a
period of thirty days from the date of issue and any public officer who receives goods
or services beyond the stipulated period specified commits an offence.

Management Response

The Management confirmed procuring printing services during the year under review
at cost of Ksh.553,000. The items ordered involved printing of hospital accountable
records. The supplier Nechal Enterprises delivered first batch and requested for
extension of time to deliver the remaining quantities.

Considering the documents were to be used over a period of time, the request was
granted for further 60 days within which the full order was supplied.

Committee Observation
The Committee observed that there was violation of Paragraph 52 (1) and (2) of the
Public Finance Management (County Governments) Regulations, 2015.

Committee Recommendations

The County CEO undertakes administrative action against the responsible
officer(s) who received goods beyond the stipulated period of thirty (30) days in
accordance with section 156 of the Public Finance Management Act, 2012 and
provides a status report to the Office of the Auditor General within sixty (60) days
from the adoption of this report.

ii) Delayed Construction of Githioroka Bridge

During the year under review, a contractor was awarded the tender for the construction
of Githioroka Bridge at a contract sum of Kshs.12,501,320. An amount of
Kshs.8,334,832 was paid but only Kshs.7,000,000 was approved out of a contract sum
of Kshs.12,501,320 resulting to over expenditure of Kshs.1,334,832 in the year under
review without approval. However, the funds required for completion of the project
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Kshs.4,166,488 was not included in the County Executive budget for 2020/2021
contrary to Section 116(2) of the Public Financial Management (County Government)
Regulations, 2015 which stipulates that an accounting officer shall ensure that the funds
are re-voted for the project in the following financial year in order to continue the
implementation of the project. No explanation was provided for the anomaly and it was
not clear how the project will be completed.

In addition, physical verification carried out in September, 2020 revealed that
construction of the bridge is not completed and the contractor was not on site as the
project appeared to have stalled.

Management Response

The Management confirmed procuring for construction of Kithioroka at a contract sum
of Ksh.12,501,320 being a multi-year project. During the year under review an amount
of Ksh.8,334,832 was paid under interim certificate number one.

Although the amount provided in the approved budget FY 20219/2020 was Ksh.
7,000,000. The County however, from savings from other budgeted projects during the
year, was able to pay additional amount of Ksh.1,334,832.

The County did allocate more funds in the current financial year 2022/2023 after the
contractor successfully completed the project with second and final certificate of Ksh.
4,166,372 paid in October 2022. The completion certificate, inspections report,
payment voucher and site images were availed for audit review,

Committee Observations
The Committee noted that;

1. The County Executive incurred additional expenditure on the project which had
not been planned for in the budget for the period under review and without prior
approval of the County Assembly or a subsequent approval pursuant to Section
135 of Public Finance Management Act, 2012;

2. There was an overpayment of Kshs. 1,334,832 against works done by the
contractor without any approval; and

3. The Contractor was not on site and the project appeared to have stalled.

Committee Recommendations
The Committee recommends that-

1. The County CEO undertakes administrative action against responsible
officer(s) for incurring additional expenditure without approval and no
budget line in the subsequent year which is contrary to Section 116(2) of
the Public Financial Management (County Government) Regulations, 2015
and provides a status report to the Office of the Auditor General within
sixty (60) days from the adoption of this report.

2. The county executive expedites the completion of the project to ensure that
citizens get value for money; and

3. the Auditor-General to verify the completion of the construction of the
Gathioroka bridge in the next audit cycle.
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iii) Incomplete Levelling and Improvement of Kairuni Playground

On 22 February, 2019, Management paid an amount of Kshs.4,597,451 for levelling
and improvement at Kairuni playground as part payment for a contract cost of
Kshs.12,993,654. Review of Bills of Quantities revealed that the contractor was
supposed to construct a project manager’s office, store, install water and electricity at
cost of Kshs.305,000 which has already been paid for. However, physical verification
carried out in September, 2020 revealed that the contractor was not on site and work
appeared to have stalled.

No explanation was provided on how the County Executive intended to complete the
project. Further, although the works had not been completed, no budgetary allocation
had been provided for the completion of the project in 2019/2020 and 2020/2021
financial years budgets contrary to Section 116 (2) of the Public Financial Management
(County Government) Regulations, 2015 which stipulates that an accounting officer
shall ensure that the funds are re-voted for the project in the following financial year in
order to continue the implementation of the project.

Management Response

The Management confirmed paying an amount of Ksh.4,597,451 towards levelling and
improvement at Kairuni playground during the year under review.

Included in the bills of quantities general preliminaries as follows:

Item Description Amount Ksh

] Storage of materials 100,000

2 Project Manager Office 100,000

3 Electricity Cost 50,000

4 Provision of Water and Sanitation 55,000
Total 305,000

The Management confirmed the contractor did install the water and electricity. The
project manager office and storage facility was constructed, but had since been
demolished upon completion of the project. The payment voucher, certificate of works
done and measurement for works provided for audit review.

Committee Observations
The Committee noted that;

1. The County Executive incurred additional expenditure on the project which had
not been planned for in the budget for the period under review and without prior
approval of the County Assembly or a subsequent approval pursuant to Section
135 of Public Finance Management Act, 2012; and

2. The Contractor was not on site and the project appeared to have stalled as at
September, 2020.

Committee Recommendations
The Committee recommends that-

1. The County CEO undertakes administrative action against the responsible
officer(s) for incurring additional expenditure without approval and no
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