Kshs.29,015,554. Verification of documents revealed that forty-nine (49) features under
the ten (10) modules could not be captured and were not functioning. It was not clear
whether all the features were required by the institution.

In the circumstances, the County Executive may not have received value for money
from the payment for modules that were not developed and applied.

Management Responses

The Health Management Information Systems (HMIS) was the best to be procured by
County and the management reiterated its value for money. It is futuristic in its setup
and will allow the growth of the Health Sector in Nandi County. The following are the
factors that affect full utilization of the rich features this HMIS has;

e Existing Systems used by the County with external control: The following systems
by national Government affect full utilization of existing modules in HMIS: IPPD,
e-Procurement and IFMIS. For Payroll to be rolled out in HMIS

e Flow and availability of Consumables: For the hospital to get full benefits of the
system, their supplies of various consumables need to be available and to be
continuously captured and used in the system. Example is the availability of all
consumables needed by Nurses to do their job in the Nursing module like the Cadex,
if this is not available, the flow of information in the system will be hampered, and
it will appear as if the system is not complete.

e Network and Hardware availability in all the other sub-county hospitals and Health
Centres. A budget has been put in place to ensure Network and Hardware is provided
for all the other facilities to enjoy the benefits of the HMIS. The capability of HMIS
to run multiple hospitals have been demonstrated and tested and explained.

Committee Observation

The Committee observed that forty-nine (49) features under the ten (10) modules of the
Health Management Information Systems (HMIS) could not be captured and were not
functioning in the system.

Committee Recommendation

The Committee recommends that the County executive provides an
implementation status report to the Auditor General on Health Management
Information Systems (HMIS) within 60 days of adoption of this report.

7. Stalled Project on Construction of Nandi County Governor's Office

As reported in the previous year, the County Executive hired a contractor to build the
County Governor's Office at a cost of Kshs. 103,383,420. Thereafter, the contract was
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varied to accommodate an additional floor at a cost of Kshs. 21,191,200 equivalents to
20.5% of the original contract price.

Review of the progress on the project revealed that payments totalling Kshs.97,685,287
had been made to the contractor. However, the contractor was not on site and the project
had stalled. In addition, the County budget for the year 2019/2020 provided for an
allocation of Kshs.20,780,655 to the project towards its completion but the funds were
not utilized. In view of the delay, no value has been obtained on payments totalling to
Kshs.97,685,287 made to the contractor.

Management Responses

The contract for the construction of the governor’s office was entered in the financial
year 2013/2014 under contract NDCG/TA/12/2013/14 and the indicated payment of
Ksh. 97,685,287 had already been made by the time the new administration came in.
There was an active investigation relating to the said project at the EACC office. The
county had a number of engagements with the EACC office in a bid to obtain clearance
for works to continue at the site.

The office advised verbally that they would issue a letter of “No Objection” once their
investigation was complete. This letter of no objection was finally sent to the County
on 16™ March 2021, hence all other activities geared towards the completion of the
building began after the letter was received. The works were later awarded to Bowen
Construction Company and which was on site with the project expected to be completed
by May 2023.

Committee Observations
The Committee observed that;

1. The EACC was investigating the matter;

2. There was a contract variation of Kshs.21,191,200 equivalent to 20.5% of the
original contract price.

3. The project is not complete and the contractor was not on site as at 9" February,
2023.

Committee Recommendations
The Committee recommends that;-

1. The Ethics and Anti-Corruption Commission (EACC) expedites the
ongoing investigation on the project and provide a status update to the
Senate within 90 days of adoption of report;

2. OAG to monitor the issue in the subsequent audit cycles; and

3. The Controller of Budgets should not authorise further payments to this
project until the county obtains the approval of the Senate Finance
Committee to vary the ceilings on construction of Governors residences.

8. Leased Medical Equipment
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As reported in the previous year, the County Executive signed a Memorandum of
Understanding with the National Government for provision of medical equipment and
related services. The equipment was to be procured by the National Government and
thereafter supplied to the County in several lots as follows: Lot 1 -Theatre Equipment,
Lot 2 Theatre Sterilization Equipment, Lot 5- Renal Dialysis Equipment, Lot 6
Intensive Care Unit Equipment and Lot 7- Radiology Imaging Equipment. Records
presented for audit indicated that an amount of Kshs.131,914,894 was directly deducted
by the National Treasury from the equitable share of revenue or payment for the leased
equipment during the year under review, thereby bringing the total lease rental
payments made by the County Executive to Ksths.522 million as at 30 June, 2020.
Further, Lot 6 - Intensive Care Unit Equipment has not delivered. As a result, Nandi
County did not establish an Intensive Care Unit as expected.

However, the values of the equipment supplied were not reflected in the County's asset
records and the criteria used to charge the lease rentals could not be confirmed.
In view of these anomalies, the valuation of the assets obtained through the Scheme and
validity of the lease payments amounting to Kshs.131,914,894 for the year could not be
confirmed.

Management Response

All the leased equipment above, Lot1 — Lot 6, have been supplied to the County and all
of them are operational. The Intensive Care Unit has been established as well and it is
up and running. However, the value of the equipment supplied could not be reflected in
the County’s asset records since the deductions are effected at the source and no one
knows the actual cost of the leased equipment.

Committee Observations
The Committee observed that;

1. The county did not provide requisite documentation on the contract, equipment
and supplies and carrying values;

2. The equipment supplied were not reflected in the County’s asset records

3. the matter was interrogated by Senate ad-hoc committee on Medical Equipment
Services (MES).

Committee Recommendations
The Committee recommends that

1) The County CEO undertakes administrative action against the responsible
officer(s) who failed to provide the requisite documentation on the contract,
equipment supplied and carrying values 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;
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2) County Executive should ensure that all assets are presented in the format
prescribed by the National Treasury; and

3) the County executive provides a status report on the implementation of this
project within 60 days of the adoption of this report.

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

During the year under review, the Nandi County Assembly had an approved budget of
Kshs.674,665,357, equivalent to 10% of the total revenues of the county government of
Kshs.6,671,704,894. The former exceeded the lower of seven per cent of the total
revenues of the county government of Kshs.6,671,704,894 or twice the personnel
emoluments of the County Assembly of Kshs.743,754,274, (which is lower). This is
contrary to Regulation 25 (1) (f) of the Public Finance Management (County
Governments) Regulations, 2015.

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

Management Response

The budget ceiling for recurrent expenditure for the County Assembly is set by the
Commission on Revenue Allocation. During the FY under review, the figure was set at
Ksh.649,760,252. Further, the assembly has been undertaking the construction of its
chambers which has been ongoing for the last 5 years. The contract value for the
chambers complex is Ksh.469 Million and a yearly provision has always been made
based on the estimated pace of works. In the FY 19/20, the budgeted amount was
Ksh.200,250,000. The CRA ceiling for assembly chambers is set at KSh.500 million,
hence the Ksh.469 Million is within the approved limits.

Committee Observations

The Committee noted that the County Executive was in breach of law contrary to
Regulation 25 (1) (f) of the Public Finance Management (County Governments)
Regulations, 2015.

Committee recommendation

The Committee therefore recommends that the Senate Standing Committee on
Finance and Budget to review ceilings allocated to County Assemblies in CARA to
ensure county compliance with the thresholds in the Public Finance Management
(County Governments) Regulations, 2015.

10. Delayed Completion of Projects

Physical verification of projects was conducted in the December, 2020 and January,
2021. A total of forty-six (46) projects with a total budget of Kshs.733,244,090 and total
payments of Kshs.411,189,931 were verified. Out of the forty six (46) projects verified,
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thirty-four (34) projects were complete. However, the twelve (12) projects with total
payments of Kshs.311,578,818 were found either not complete and put into use or
works were ongoing or the contractors were not on site.

Consequently, value for money has not been realized because of the inefficiencies in
the implementation of some of the projects.

Management Response

The County initiated a total of 1415 projects, out of which 917 projects are complete
and operational, 115 are complete and not operational, 181 are ongoing while 135 and
67 were yet to start and stalled respectively. The County Annual Progress Report
(CAPR) 2019/2020 was submitted for Committee’s verification.

Committee Observations
The Committee observed that;

1. twelve (12) projects with total payments of Kshs.311,578,818 were found either
not complete and put into use or works were ongoing or the contractors were not
on site;

2. contracts that require purchase of Letters of Credit are costly and result in
imprudent use of public resources; and,

3. delay in projects implementation was detrimental to the county residents and
negatively affected service delivery.

Committee Recommendations
The Committee therefore recommends that:

1. the County Government takes immediate action to complete and/or
operationalise the projects and provides a report to Auditor-General on
project status.

2. The County executive should undertake proper project conceptualization,
planning and execution to ensure timely completion of the projects as well
as realization of value for money.

3. Auditor General to follow up on this matter in its subsequent audit cycle.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS,
GOVERNANCE RISK MANAGEMENT

Basis for Conclusion
1. Fixed Assets Register

Annex 5 - summary of fixed assets register to the financial statements discloses the total
value of the County Executive's fixed assets as at 30 June, 2020 amounted to
Kshs.6,733,309,506. The balance excludes assets which had been taken over from
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defunct local authorities which includes land, buildings, motor vehicles, computers and
other office equipment. The fixed assets register was not provided for audit review.
In the circumstances, it has not been possible to ascertain the value of the assets owned
by the County Government of Nandi

Management Response

The Fixed Assets register was presented for audit review during the audit and was
resubmitted during the appearance for the committee’s verification.

Committee Observations
The Committee observed that:

1. The County Executive did not have an updated Fixed Assets Register;

2. The County Executive did not have the values of all the assets and liabilities
inherited from the defunct local authorities. This has affected the correct
position of the assets and liabilities of the county executive; and,

3 The management did not submit the relevant documents and information to
the Auditor General at the time of audit.

Committee Recommendations
The Committee recommends that the-

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

b) County Executive 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. Internal Audit Function and Audit Committee

During the year under review, the Internal Audit Unit was reporting both functionally
and administratively to the Accounting Officer while the Audit committee members had
also resigned after citing lack of goodwill from the management in discharging their
duties.

Whereas the Internal Audit Department is well staffed with twelve (12) officers, who
are duly qualified to discharge their mandate, the function had no budgetary provision
to support its activities. Consequently, internal audit function lacks operational
independence = and may not adequately  discharge its  mandate.
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Management Response

The Audit Committee resignation was majorly occasioned by mismatch in expectations.
The committee received the necessary induction training and was tasked with
streamlining the internal audit function as well as reviewing the annual financial
statements during audit. This was the first assignment. The team however could not
deliver and instead asked for benchmarking trips which the budget could not allow at
the time. The resignation paved way for appointment of a new team that was in office
and was executing its mandate as expected.

The internal audit function was adequately staffed with competent staff as indicated
here. Further the budget for the function is rightfully domiciled in finance department.
Trainings and capacity building for the internal audit function had been done using the
budget under finance department. All other requisitions for the unit were channeled
through the Chief Officer, Finance and the same were honored. This is evidenced by
the adequate furniture provided, computers/laptops and other accessories requested by
the internal audit function. External trainings requested have always been considered
on need basis as assessed by the Head of Internal Audit.

Committee Observations
The Committee observed that;

1. there was no Audit Committee in place as at the time of the audit;
2. Internal Audit unit had no budgetary provision to support its activities.

Committee Recommendation

The Committee recommends that the Cabinet Secretary for National Treasury
and Economic Planning amends the Public Finance Management (County
Government) Regulations, 2015 to mandate county governments to provide
sufficient budgetary allocations to the Audit Committee and the Internal Audit
Unit.

3. Information and Communication Technology

Review of the Information Technology internal controls revealed that the County
Executive did not have an approved ICT Policy, IT security policy, policy on physical
access to IT environment and IT continuity and disaster recovery plan to guide 1CT
operations. It did not have an approved IT Steering Committee which is important in
performing the oversight function and formulation of policies to ensure that IT
department functions properly.

No risk assessment was done during the year and no risk management policy was in
place. As a result, there is a likelihood that risks occurring in the normal course of
operations of the County Government may not be identified and corrected. In the
circumstances it has not been possible to establish whether the County Executive have
an effective ICT infrastructure to assist in the achievement of organizational objectives.

Management Responses
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The County Executive has an effective ICT infrastructure. There is a well formulated
ICT Policy that has been guiding the operations of the County over the years. The policy
has 23 Chapters attached and the County is implementing them gradually. The recent
application being the Chapter on Data security to operationalize the new Data Centre at
the Hospital.

Committee Observations
The Committee noted that;

1. The ICT policy and IT steering committee were not in place as at the time of
audit;

2. It was not possible to establish whether the County Executive had an effective
ICT infrastructure to assist in the achievement of organizational objectives; and,

Committee Recommendations

The Committee recommends that the County Executive expedites the
establishment of a working IT Steering Committee and formulation of an ICT
policy and submit evidence to the OAG within 60 days of the adoption of this
report.
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CHAPTER TEN

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE
ON THE REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF NYAMIRA COUNTY EXECUTIVE REPORT FOR THE
FINANCIAL YEAR 2019/2020

The Governor of Nyamira County Executive Hon. Amos Nyaribo appeared before the
Committee on Monday, 20" February, 2023 to respond (under oath) to audit queries
raised in the Report of the Auditor General on Financial Statements for Nyamira County
Executive for the Financial Year 2019/2020.

Qualified Opinion
EXECUTIVE SUMMARY OF THE UNRESOLVED ISSUES
QUERY COMMITTEE ACTORS | TIMEL
RECOMMENDATION INE
1 | 1.6 Insufficient Disclosure on | The Committee recommends | 1)County Continu
Fixed Assets that the- CEO ous

Fixed Assets Register did not
include dates the assets were
required and costs of some
assets. In addition, assets taken
over from the defunct local
authorities had not been
incorporated in the asset
register.

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

b) County Executive should 2)The

adopt and implement the Auditor
report of the Inter- General
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

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

Years.

Budgetary Control and | The Committee recommends | 1)The Immedi
Performance that: National ate

1. the National Treasury | Treasury
The summary statement of should ensure timely
appropriation: recurrent and release of funds to county
development combined for the governments in line with
year ended 30 June, 2020 the cash disbursement
reflects final receipts budget schedules approved by the
and actual on comparable basis Senate; and
of Kshs.7,001,976,762 and | 2. the County executive puts | 2)The
Kshs.6,074,876,690 in place measures to | Auditor
respectively resulting to a enhance its own generated | General
shortfall of revenue totalling revenue in order to meet its
Kshs.927,100,072 or 13% of revenue target and address
the budget. Similarly, the revenue shortfalls.
County  Executive  spent
Kshs.5,996,474,615 against an
approved budget of
Kshs.7,001,976,762 resulting
to an under-expenditure of
Kshs.1,005,502,147 or 14% of
the budget.
In addition, the County
Executive had budgeted to
collect Kshs.250,000,000 in
County own  -generated
revenue during the year under
review but collected
Kshs.187,324,098 resulting in
a shortfall of Kshs.62,675,902
or 25 % of the budget.
1. Unsatisfactory | The Committee recommends | The Auditor | within
Implementation of Projects |that the Auditor General | General 60 days
Ninety (90) projects valued at | undertakes further verification from the
Kshs.320,138,261 contracted | of the queried projects and adoption
for execution were not | submits a status report on level of this
implemented during the year | of completion and status of report

under review.

Forty (40) projects budgeted at
Kshs.378,299,813 and on
which actual expenditure of
Kshs.275,987,745 had been

utilization, to the Office of the
Auditor General within sixty
days of the adoption of this
report.
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incurred, had not been
completed at time of audit.
Eleven (11) projects
contracted in the previous year
at a cost of Kshs95,572,787
had stalled at time of audit.

1.1 Unapproved Variation of
Construction Works

There was no evidence of the
requisite approvals having
been granted before variations
were made that led to
additional expenditure
totalling Kshs 7,313,893.

The Committee recommends
that;-

1. the County Executive
should expedite the
process of handing over
of the project so that it
can be put to immediate
use for the residents of
Nyamira to realize value
for money.

2. the county government
should undertake proper
project
conceptualization,
planning, monitoring and
execution to ensure
timely completion of the
project as well as
realization of value for
money

3. contract agreements
should be developed
with clauses that have
liquidated damages for
non-completion or non-
execution of projects and
should be drafted by
County Attorneys

4. the Auditor General
keeps the matter in view
in the subsequent audit
cycle in line with this
recommendation.

i)The
County CEO

ii)The
Auditor
General

Continu
ous

1.2 Incomplete and
Abandoned Projects

No adequate explanation was
provided for the reason why
seven(7) projects that cost

Kshs 20,233,298 , were either

not complete, or had been

1. The Auditor General
undertakes a value for
money audit on the
projects and submits a
report to the Office of the
Auditor General within

1)The
Auditor
General

1)6
months
from the
adoption
of this
report.
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completed but not put to use or
had stalled after being
abandoned by contractors.

six months of adoption of
this report;

2. the county government
takes immediate action
to complete the
incomplete projects and
provide a report on
project status to the
office of the Auditor
General within sixty (60)
days from the adoption
of this report;

3. the county executive
should  operationalize
and facilitate its
Monitoring and
Evaluation department to
monitor and report the
status of county projects.

2)The
Governor,
Nyamira
County

2)60day
s from
the
adoption
of this
report

1.3 Delayed Completion of
Road Upgrading Project

Kshs.18,404,779 was paid to a
contractor for upgrading the
13.95 kilometres long BS
Borabu Inn-Golani Heights
Resort — Jua Kali — Nyamira
Boys — BS5 Nyabite Market
Road to bitumen standards.
However, audit inspection of
the works in October, 2020
indicated that even though the
contract period had expired,
the certified executed works
were equivalent to 50% of the
value of the contract.

No plausible explanation was
provided by Management for
the delay in completing the
project.

As a result of the delay, the
benefits expected from the
project were not realized.

The Committee recommends
that the Auditor General
reviews the matter in the
subsequent audit cycle to verify
whether the project has been
fully delivered and reports back
to the Office of the Auditor
General.

The Auditor
General

Continu
ous
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— 31

7 1.4 Unserviceable Street | The Committee recommends | The County | 60 days
Lights that the management should | CEO from the
i)eight (8) out of nineteen (19) | expedite implementation of the adoption
light towers installed were not | measures to secure the lights. of this
in use as the solar panels and report
batteries had been vandalized
ii)the Department of
Environment and Energy did
not keep records on the status
of the completed street
lights and had not drawn plans
for their security and
maintenance.

8. | 1.5 Unimplemented Covid- | The Committee recommends | The County | Within
19 Isolation Building Project | administrative action be taken | CEO 60 days
Management’s decision to | by the County CEO against the from the
restrict participation in the | responsible officer(s) who adoption
tender contravened contravened Section 91(1) of of this
Section 91(1) of Public | Public Procurement and Asset report
Procurement  and  Asset | Disposal  Act, 2015 in
Disposal Act, 2015 which | accordance with section 156 of
prescribes the Public Finance Management
open tendering as the preferred | Act, 2012 and provides a status
method for procurement of | report to the Office of the
goods, works and services Auditor General within sixty
by public entities. (60) days from the adoption of

this report.

9. |2.1 Failure to Update|The Committee recommends | The County | FY
Property Valuation Roll that the County executive | CEO 2023/20
Examination of Revenue | should expedite updating of 24
Department records indicated | valuation roll in accordance
that the land rates prescribed | with Section 3 of the Valuation
were set in the Valuation Roll | for Rating Act CAP 266 so as to
prepared in 2006 by the | reflect current market values for
defunct Local Authority. optimal revenue collection and

comply with the guidelines of
the Public Sector Accounting
Sector Boards of reporting in
the FY 2023/2024.

10 | 2.2 Long Outstanding Land | The Committee recommends | 1)The Within
Rent Arrears that;- County CEO | 60 days
The records reflected | The County Executive should from the
accumulated arrears totalling | provide evidence to the Office adoption
Kshs.44,444,313 comprised of | of the Auditor General of how of this
principal amount of | much outstanding arrears was report

Kshs.34,185,004and penalties

collected following the waivers
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totalling Kshs.10,259,309
which had been outstanding
from the year 2010.

and provides a status report to
the Office of the Auditor
General within sixty (60) days
from the adoption of this report.

2) the Inter-
Government
al Relations
Technical
Committee

§ 4

2.3 Incomplete Revenue
Automation System

Installation of the system was
yet to be completed even
though the project was fifteen
(15) months behind its set

completion date.

The Committee recommends
that the accounting officer
initiates  the  process of
debarring the project vendor,
Riverbank Solutions, due to
under-performance. The county
should urgently acquire a
competent alternative system to
ensure efficiency in revenue
collection.

The County
CEO

Immedi
ately

12.

3.0 Underfunding of Bursary
Fund

In the year under review, the
total County budget amounted
to Kshs.7,001,976,762 and
therefore the grants should
have amounted to
Kshs.175,049,419. Therefore,
amounts disbursed totalling
Kshs.126,520,000 fell short
of the legal threshold by
Kshs.48,529,419.

The Committee recommends
that the matter be addressed by
the Senate County Public
Investment and Special Funds
Committee.

The County
Public
Investment
and Special
Funds
Committee.

Immedi
ately

13.

4.0 Overpayment of Tax
Arrears to Kenya Revenue
Authority

No explanation was provided
by Management for the
overpayment of the tax bill by
Kshs.1,178,331.

The  Committee therefore
recommends that the National
Treasury and the Kenya
Revenue Authority should put a
moratorium on payments of
interests and penalties attributed
to delay in exchequer release.

1)The
National
Treasury

2)The
Kenya
Revenue
Authority

Immedi
ately

14.

5.1 Unsustainable Wage Bill

the County Executive’s wage
bill during the FY 2019/2020
stood at 45% of the its total
receipts which exceeds the
ratio of 35% set in regulation
25(1)(b)

1)That the County Executive to
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;

The County
CEO

60 days
from the
adoption
of this
report.
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2) all staff compensations be
processed through the IPPD
system for accountability.

3)That County Executive to
provide to the Auditor General
the measures put in place to
contain the county higher wage
bill within sixty (60) days from
the adoption of this report.

15. | 5.2 Salaries Paid Outside the | The Committee recommends | The County | 60 days
Integrated Payroll and | that; CEO from the
Personnel Database (IPPD) | 1) The County  Executive adoption
No explanation was should engage the State of this
provided by Management for Department of  Public report.
the use of the manual system Service to fast-track the
that is not only less efficient issuance  of  personal
but is more prone to error, numbers to enable them
misuse and fraud. 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.

16. | 5.3.1 Lack of Disclosures on | The Committee, recommends | The County | 60 days
Recruitment Process that the County CEO undertakes | CEO from the

administrative actions against adoption
Examination of the county |the officers who failed to of this
payroll for the month of June, | provide the documents to the report

2020 indicated that forty (40)
officers were, in the financial
year under review, recruited
and paid personal

emoluments totalling
Kshs.3,538,835 per month.

However, it was not possible
to confirm that the
appointments were

made in a fair and transparent
way as required of public
appointments and prescribed

auditors in accordance with
section 156 of the Public
Finance Management Act and
provides a status report to the
Office of the Auditor General
within 60 days from the
adoption of this report.
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in Section 65(2) of County
Governments Act, 2012. In
addition, it was not possible to
confirm that the new
employees possessed the skills
and competencies required for
their respective posts.

The supporting documents
were later provided to the
Auditors.

17.

5.3.2 Filled Positions not in
Approved Establishment

the County Executive had four
thousand eight hundred and
five (4805) employees out of
whom eight hundred and sixty-
two (862) held posts that were
not in the approved staff
establishment

1. The County Executive to
strictly adhere to the
provision of the PFM Act,
2012 on the fiscal
responsibilities on county
government expenditure on
wages and benefits.

2. The Auditor General to
closely monitor the
enforcement of the fiscal
responsibility’s  principles
by the County Treasury in
managing county
government finances.

1)The
County CEO

2)The
Auditor
General

Continu
ous

18.

5.3.3 Irregular Recruitment
of Members of the County
Public Service Board

Four (4) members lacked Tax
Compliance Certificates,
Certificates of Good Conduct
and Ethics and Anti-
Corruption Commission
Clearance Certificates, all of
which had been prescribed as
mandatory in the
advertisements for the posts.

These documents were later
provided to the Auditors.

The Committee recommends
that the County CEO undertakes
administrative actions against
the officers who failed to
provide the documents to the
auditors in accordance with
section 156 of the Public
Finance Management Act and
provides a status report to the
Office of the Auditor General
within 60 days from the
adoption of this report.

The County
CEO

60 days
from the
adoption
of this
report

19.

5.4 Lack of Training Needs
Assessment

The Committee recommends
that the County Public Service
Board should fully comply with
the provision of Human

The County
CEO

Continu
ous
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Needs assessments were not
conducted to guide the Human
Resource Management
Advisory  Committee  in
nominating officers for the
training courses.

Resource Policies and
Procedures Manual.

20.

5.5 Lack of Ethnic Diversity
in Staff Establishment
Personnel records presented
for audit indicated that the
employees of the County

The county executive should
work progressively towards
attaining the requirement of the
provisions of Section 65(1)(e)
of County Government Act on

1)The
Senate

Executive numbered 4,805 as | ethnic inclusivity.
at 30 June, 2020 out of whom
4,532 or 94% were

members of the ethnic
community dominant in the
County

2)The
County CEO

Immedi
ate

Qualified Opinion

1. Unconfirmed Balances

1.1 Errors in the Financial Statements
The financial statements contain the following casting errors and inaccuracies:

i) The statement of budget execution by programmes and sub-programmes
reflects actual comparable expenditure totalling Kshs.5,996,474,615, but a recast
of the respective payments schedules reflects payments totalling
Kshs.6,032,819,189 resulting to an unexplained difference of Kshs.36,344,574.
ii) Note 12A to the financial statements reflects cash and cash equivalents
balance of Kshs.721,334,351 and prior-year balance of Kshs.1,428,139,359.
However, a recast of the accounts in the prior year balance yields
Kshs.1,314,059,059 resulting to an unexplained difference of Kshs.114,080,300.

In view of these discrepancies, the accuracy and completeness of the aggregate
expenditure and cash and cash equivalents balances reflected in the financial statements
for the year ended 30 June, 2020 has not been confirmed.

Management Response
The management submitted that they had undertaken the following actions;

1. Provision of an explanation that Kshs. 36,344,574 being temporary imprest
schedules which were presented together with payment details to the office
of the Auditor General.

These were imprests issued to officers to undertake various official
assignments that were captured in the IFMIS system as provision for
encumbrances and once surrendered, they were to be removed from the
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encumbrances register. The surrenders were included in payment details
(register) and inclusion of the imprest as part of payments will lead to a
double count hence their exclusion. Casting of the payment schedules
excluding the imprest would amount to Kshs. 5, 996, 474, 615 as reflected
in the financial statements.

ii. Provision of an explanation that a recast of note 12 A of the financial
statements gave a discrepancy of Kshs. 114,080,300 due to an error of
omission to bank name Kenya Urban Support Program (KUSP) A/C
number 1000394374 held at the central of bank with a reconciled bank
balance of Kshs. 114,080,300 as at 30th June 2020.

Committee Observation
The Committee noted that the matter has since been addressed.

Committee Recommendation
The Committee recommends that the matter be marked as resolved.

1.2. Variance between Financial Statements and Cashbook Balances

The statement of assets and liabilities reflects cash and cash equivalents balance
totalling Kshs.721,334,351 as at 30 June, 2020, as further disclosed in Note 12A to the
financial statements. The balance includes cash totalling Kshs.151,929,500 held in six
(6) bank accounts as at 30 June, 2020. However, the reconciled cashbook balances for
the accounts reflected an aggregate balance of Kshs.116,473,116 on the said date. The
variance amounting to Kshs.35,456,384 between the two sets of records was not
satisfactorily explained.

In addition, note 12A to the financial statements reflects bank balances for various
health centres totalling Kshs.25,601,141 as at 30 June, 2020. However, Annexure 6
reflects inter-entity transfers made during the year under review that do not, however,
include remittances to any health facility. In addition, Management did not provide bank
reconciliation statements and bank certificates for the accounts.

Consequently, the accuracy of the bank balances totalling Kshs.721,334,351 reflected
in the financial statements as at 30 June, 2020 was not confirmed.

Management Response
The management had undertaken the following actions;

i. A clarification that when draft financial statements were presented reported bank
balance was as per unreconciled cashbook balances. As per the guidelines issued
by International Public Sector Accounting Standards Board (IPSASB) which is
an entity that regulates public financial reporting by County Governments, the
amendment on the reported bank balances in the final report of the financial
statement was based on the reconciled cash book balances on the six bank
accounts as tabulated below;

BALANCE AS | FINANCIAL
PER DRAFT | STATEMENT
REPORT(UN | BALANCE
BANK VARIANCE
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RECONCILE | (RECONCILE
D) D BANK
BALANCE)
CBK RMLF 21,183,904.00 | 20,579,326.00 | (604,578.00)
CBK VILLAGE
POLYTHECHINIC | 67,422,399.00 | 66,627,399.00 | (795,000.00)
CBK THS 4,364,650.00  |2,150,928.00 | (2,213,722.00)
CBK UIG 12,960,019.00 | 12,860,019.00 | (100,000.00)
KCB SALARY
ACCOUNT 2,253,145.00 |- (2,253,145.00)
TVETS 8,288,999.00 | 49,711,828.00 | (41,422,829.00)
TOTAL 116,473,116 | 151,929,500.00 | 35,456,384.00

The variance of Kshs. 35,456, 384.00, was thus as a result of change in reporting from
actual bank balance to reconciled cash book balance which was adopted by the
International Public Sector Accounting Standards Board (IPSASB).

An explanation that annexure 6 erroneously excluded an inter entity transfer of Kshs.
91,126,922 relating to transfer of health facilities. The reporting of this transactions was
done under other grants and payments (note 9) of the financial statements. Further, bank
reconciliation statements and bank certificates for the health facilities accounts had been
forwarded to the office of the auditor general.

Committee Observations

The Committee noted that the County Executive had submitted the bank reconciliation
statements and bank certificates for the six (6) bank accounts in question after the audit
cycle.

The Committee further noted that the matter has since been addressed.

Committee Recommendations
The Committee recommends that the matter be marked as resolved.

1.3. Unreconciled Retention and Deposits Bank Balance

The cash and cash equivalents balance totalling Kshs.721,334,351 as at 30 June, 2020
further includes a retention bank balance of Kshs.85,424,928. However, Central Bank
of Kenya records reflected retentions totalling Kshs.71,119,347 on 30 June, 2020. The
difference amounting to Kshs.14,305,581 between the two sets of records was not
satisfactorily explained.

In view of these anomalies, the validity, accuracy and the completeness of the bank
balance totalling Kshs.721,334,351 reflected in the statement of assets and liabilities as
at 30 June, 2020 could not be confirmed.
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Management Response

The Controller of Budget and the National Treasury allowed counties to clear payments
related to various supply of goods and services processed in the IFMIS as at 30" June
2020 in the month of July. The management took note of the auditor’s observation that
as at 30" June 2020, the reconciled bank balance of the retention account was Kshs. 71,
119,347, however a number of payments were cleared in early July relating to financial
year 2019/2020 which were allowed as explained above. As such the reconciled bank
balance of the retention account was presented as Kshs. 85,424,928 as opposed to Kshs.
71,119,347.

Committee Observation
The Committee noted that the County Executive had not submitted an updated
statement of assets and liabilities at the time of audit.

Committee Recommendations
The Committee recommends that the matter be marked as resolved.

1.4 Unreconciled Exchequer Releases

Note 1 to the financial statements reflects Exchequer releases totalling
Kshs.5,598,420,838 comprised of equitable share of Kshs.5,160,719,200 and donor
funds totalling Kshs.437,701,638. However, analysis of the Integrated Financial
Management Information System (IFMIS) records indicated that the equitable share of
receipts to the County Government during the year under review totalled
Kshs.4,104,493,204. The variance amounting to Kshs.1,056,225,996 between the two
sets of records had not been reconciled.

Consequently, the accuracy, validity and completeness of the Exchequer releases
balance totalling Kshs.5,160,719,200 for the year ended 30 June, 2020 could not be
confirmed.

Management Response

The management submitted that a reconciliation of the same variance had been done
and exchequer releases amounting to Kshs. 1,056,225,996 had been captured and
processed through the IFMIS system in the miscellaneous receipts register.

Committee Observation
The Committee noted that the County Executive had submitted updated financial
statements on exchequer releases.

Committee Recommendations
The Committee further recommends that the matter be marked as resolved.

1.5 Unsupported Procurement of Goods and Services

Note 7 to the financial statements reflects use of goods and services payments totalling
Kshs.1,153,551,732 which in turn include office and general supplies and services
totalling Kshs.59,505,653. Included in the latter balance is Kshs.17,290,850 and
Kshs.11,575,380 spent on purchase of stationeries and cleaning materials, and
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disinfectants and detergents respectively. However, the purchases were not supported
with Requests for Quotations as prescribed in Section 106 (2)(b) of Public Procurement
and Asset Disposal Act, 2015 which requires as many persons as necessary be invited
to bid for supply of contracts to ensure effective use of public funds.

Further, acceptance and inspection reports as well as receipts of stationeries and
cleaning materials, disinfectants and detergents purchased at Kshs.22,720.410 and
Kshs.11,575,380 respectively were not recorded in stores ledgers. In the absence of
appropriate evidence, it was not possible to confirm whether the items were inspected
before they were received into the stores as required in Section 48 (3)(b) of the Public
Procurement and Asset Disposal Act, 2015. In addition, requisitions for their issue from
the stores or the identities of the persons they were issued to were not provided for audit.
As a result of these omissions, value for money, receipt and proper use of the purchases
worth Kshs.40,011,260 in aggregate has not been confirmed.

Management Response

The management clarified that request for quotations were not used given that
procurement was done through framework agreement as per section 114 (7) of the
PPADA 2015 whereby unbundling of procurement was done as per sec 154 (2) of the
PPADA 2015 in order for the County Government to meet the threshold for preference
and reservation groups (AGPO) in reference to treasury circular in relation to 30%
preference achievement.

Further, all the goods received and issued from the stores were fully authorized by the
person delegated by the accounting officer. Most goods were issued during the Covid-
19 pandemic when Fumigations was done frequently.

Committee Observation
The Committee noted that the matter has since been addressed.

Committee Recommendation
The Committee recommends that the matter be marked as resolved.

1.6 Insufficient Disclosure on Fixed Assets

Annex 5 to the financial statements reflects Kshs.4,915,394,131 in respect of historical
cost of assets as at 30 June, 2020. However, the fixed asset register was not up-dated
and did not include important information on the assets on record. The missing
information included the dates the assets were acquired and the costs of some assets.

As a result, the assets register did not provide adequate disclosure on the assets as
required in Regulation 136(1) of the Public Finance Management (County
Governments) Regulations, 2015. In addition, assets taken over from the defunct local
authorities had not been incorporated in the asset register.

In the circumstances, the existence and valuation of the assets and the accuracy and
completeness of the historical cost balance of Kshs.4,915,394,131 as at 30 June, 2020
could not be confirmed.

Management Response
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The management agreed with the auditor’s observation that the fixed asset register
provided in the financial year 2019/2020 did not have adequate information. The
County Government of Nyamira controlled two kinds of assets; Assets inherited from
former Local Authority and assets acquired since devolution time. The process of
transferring assets inherited from local authority was still ongoing. Assets acquired
during the devolution period were initially recorded in the asset schedules as the county
government was in the process of acquiring an automated fixed assets management
system. The process of acquiring an automated asset fixed management system had
been concluded and the county government of Nyamira was in the process of
transferring information from the fixed assets schedule to the system.

Committee Observation

The Committee observed that the delay in completion of the exercise of valuation of
assets and liabilities from the defunct local authorities had affected the correct statement
of assets and liabilities that county governments inherited.

Committee Recommendations
The Committee recommends that the-

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

b) County Executive 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.

1.7 Unsupported Pending Bills

Notes 6.8(1) and 6.8(3) of other disclosures to the financial statements reflect pending
accounts payables and other pending payables respectively. However, the disclosures
provided contain the following anomalies.

1.7.1 Lack of Control Ledger Accounts on Pending Accounts Payable

Note 6.8(1) to the financial statements — other important disclosures, reflects pending
accounts payable totalling Kshs.285,421,626 as at 30 June, 2020. However, the
respective control ledger account was not provided for audit. As a result, the accuracy,
validity and completeness of the pending accounts payables balance totalling
Kshs.285,421,626 as at 30 June, 2020 could not be confirmed.

Management Response
The management submitted that the details of the pending bills and supporting

documents had been forwarded to the Office of the Auditor General.

Committee Observation
The Committee noted that the matter has since been addressed.
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Committee Recommendation
The Committee recommends that the matter be marked as resolved.

1.7.2 Other Pending Payables

Note 6.8(3) to the financial statements reflects other important disclosures-other
pending payables totalling Kshs.337,384,522 as at 30 June, 2020. The balance includes
debts owed to County Government entities and third parties totalling Kshs.51,962,896
and Kshs.285,421,626 respectively. However, contract documents, invoices and ledgers
related to the balance were not provided for audit.

Consequently, the accuracy, validity and completeness of the pending bills balance
totalling Kshs.337,384,522 as at 30 June, 2020 could not be confirmed.

Management Response

The management acknowledged the auditors’ observation that pending bills for the
County Government of Nyamira totalling to kshs.337, 384,522 related to recurrent and
development for the County Executive totalling to Kshs. 285,421,626 and the un
disbursed amount to the County Assembly of Ksh. 51, 962,896 respectively. Invoices
and other related documents amounting to Kshs. 285,421,626 had been forwarded to
the office of the Auditor General.

Pending bills amounting Ksh. 51, 962,896 related to undisbursed County Assembly
ceiling which expired at the expiry of 2019/2020 Nyamira appropriation Act and it
ought not to have been included in the pending bills report.

Committee Observation
The Committee noted that the matter has since been addressed.

Committee Recommendation
The Committee recommends that the matter be marked as resolved.

1.8 Misreported Bank Balance

The statement of assets and liabilities reflects cash and cash equivalents balance
totalling Kshs.721,334,351 as at 30 June, 2020, as further disclosed in Note 12A to the
financial statements. The balance includes Kshs.123,630,746 for Nyamira County
Education Support Fund. However, the financial and other affairs of the Fund are
managed and reported on separately from those of the County Executive.
Consequently, the bank balance totalling Kshs.721,334,351 was inflated by
Kshs.123,630,746 and therefore, misrepresented the financial position of the County
Executive as at 30 June, 2020.

Management Response

The management noted the auditor’s observation that Ksh. 123,630,746 relating to
Nyamira County Education fund ought to have been excluded from the financial
statements of County Executive as per the Public Finance Management Act section 167
that guides on the reporting of funds created by the County Executive Committee
Member for Finance. These funds were reported and audited independently. The
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County Government of Nyamira prepared financial statements for Nyamira County
Bursary Fund for the financial year ending 30™ June 2020 and presented them to the
office of the Auditor General.

Committee Observation
The Committee noted that the matter has since been addressed.

Committee Recommendation
The Committee recommends that the matter be marked as resolved.

2.0 Unreturned Exchequer Issues

The statement of receipts and payments for the year ended 30 June, 2020 reflects
returned County Revenue Fund issues totalling Kshs.29,608,480. However, the
statement of financial assets and liabilities reflects prior year cash and cash equivalents
totalling Kshs.1,428,211,479. Therefore, bank and cash balances amounting to
Kshs.1,398,602,999 were not transferred to the County Revenue Fund Account at the
end of the financial year on 30 June, 2020.

Failure to return all unspent funds to the County Revenue Fund Contravened Section
136 (2) of the Public Finance Management Act, 2012. The provision requires
appropriated money withdrawn from the County Exchequer Account but not spent by
the end of the respective financial year, to be repaid to the County Exchequer Account.

Management Response
The management took note of the auditors’ observation that returns to CRF was Kshs.
29,608,480 as opposed to Kshs. 1,428,211,479 as reflected in the statement of assets
and liabilities for the following reasons;
e Kshs. 1, 017,220,344 was held at the County Revenue Fund Account (CRF) at
Central Bank of Kenya hence there was no need for refund.
e Grants amount held in various Special Purpose Accounts were not to be returned
to the CRF account as per the Controller of Budget guidelines and these included:
1) Kenya Road maintenance Levy fund Kshs. 69,308,787
2) KUSP Kshs. 114,080,300
3) ASDSP Kshs. 7,218,777
4) Village polytechnics Kshs. 37,594,951 5) THS UC (SPA) 7,890,537
6) NAGRIP Kshs. 70,796,390
7) Cooperative Bank NARIG Ksh. 394,295
8) KCB NAGRIP Kshs. 1,751
9) KCB-ASDSP Kshs.7,396
e Amount held in the retention account amounting to Kshs. 65,853,231 was held
in suspense for third parties and was not returned to the CRF at the end of the
financial year.

Committee Observation
The Committee noted that the matter has since been addressed.

Committee Recommendation
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)

(Contract [Amount
Sum Paid
Project Name (Kshs.) (Kshs.) iProject Status

1.

Rigoma Markets Shades

Construction of Monoremes and/7,037,752

7,037,752

Completed but not put]
to use

2. |Construction of Nyabite Market|4,515,300 [2,715,165 |[Stalled. The
3. [Construction of Classrooms and[3,600,000 [3,275,200 [respective contractors
Pit Latrine at Matiero Primary were not on project
ECDE sites at the time of the
4. Construction of Classrooms at2,729,130 1,105,886 l|audit.

Gesore Primary ECDE
5. |Construction of Classrooms at2,220,600 (1,722,592
Bigege Vocational Training
Centre

6. |Construction of Twin House at3,934,509 |1,674,483
Kiendege Talent Academy
7.  |Construction of Classrooms and2702220
Toilets at Raitigo
Youth

Polytechnic

2,702,220 [Incomplete Project

Management Response

1. Construction of Moturumesi Market Shade

The management concurred with the auditor’s observation that the project was complete
but not in use at the time of audit. However, the market was now in use and the County
were collecting revenue.

Construction of Rigoma Market Shade

The management concurred with the auditor’s observation that the project was complete
but not in use at the time of audit due to various challenges that the county was facing.
However, the County had taken steps to ensure the market would be in use.

2. Construction of Nyabite Market

The management concurred with the auditor’s observation that the project was
abandoned by the contractor and was not on site during the time of the audit. However,
the process of termination was ongoing and would be completed in due course.

3. Matierio Primary ECDE

The management clarified that the contract was awarded at a contract sum of Ksh.
3,600,000. At the time of audit review, payment amounting to Kshs. 3,275,200 had been
made. The inspection and acceptance report were available. The class was complete and
in use and posting of an ECD teacher had been done.

4. Gesore Primary ECDE
The management stated that the contract was awarded at a contract sum of Ksh.

2,729,130. A payment Ksh.1, 105,886 had been paid to the contractor as part payment
for 40% of works completed. The contractor was unable to complete remaining works
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and the contract had since been terminated in accordance with section 153 of the PPAD
Act 2015 read together with Section 141(5) of the Public Procurement and Asset
Disposal Regulations 2020 in readiness for re- tendering.

5. Bigege Vocational Training Centre

The management clarified that the contract was awarded at a contract sum of Ksh.2,
220,600, at the time of audit a sum of Kshs. 1,722,592 had been paid to the contractor.
The contract was terminated and re-tendering done and as at 2021 the project was
completed and put into use.

6. Construction of Twin House at Kiendege Talent Academy

The management concurred with auditor’s observation that the twin house had stalled
during the time of review and this was as a result of the COVID 19 pandemic effects,
however since then the project was complete and in use.

7. Raitigo Vocational Training Centre

The management clarified that the contract was awarded at a contract sum of Ksh.2,
702,220 at the time of audit the classroom was complete while the toilet was incomplete.
The contractor requested for Contract extension which was granted. The project was
now complete and ready for equipping.

Committee Observations

The Committee noted that Nyabite market and Matierio Primary ECDE projects were
not complete. With respect to Nyabite market, the Committee noted that the County
Government took inordinately long to take action from the time the contractor
abandoned the site to issuance of warning and default notices.

Committee Recommendations
The Committee recommends that:

1. the Auditor General undertakes a value for money audit on the projects
and submits a report to the Office of the Auditor General within six months
of adoption of this report;

2. the county government takes immediate action to complete the incomplete
projects and provide information on project status to the OAG within sixty
(60) days of adoption of this report;

3. the county executive should operationalize and facilitate its Monitoring and
Evaluation department to monitor and report the status of county projects.

1.3 Delayed Completion of Road Upgrading Project

As disclosed in Note 11 to the financial statements, the County Executive spent
Kshs.274,526,007 on construction of roads during the year under review. Included in
the payments were Kshs.18,404,779 paid to a contractor for upgrading the 13.95
kilometres long B5 Borabu Inn-Golani Heights Resort — Jua Kali — Nyamira Boys — BS
Nyabite Market Road to bitumen standards. The project was funded under the Kenya
Urban Support Programme.
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