
Report of the Auditor-General on County Executive of Kericho for the year ended 30 June, 2019 

 

REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF KERICHO 
FOR THE YEAR ENDED 30 JUNE, 2019 
 

 

REPORT ON THE FINANCIAL STATEMENTS  

Adverse Opinion 

I have audited the accompanying financial statements of  County Executive of Kericho 
set out on pages 1 to 67, which comprise of the statement of assets and liabilities as 
at 30 June, 2019, statement of receipts and payments, statement of cash flows and 
the summary statement of appropriation-recurrent and development combined for the 
year then ended, and a summary of significant accounting policies and other 
explanatory information in accordance with the provisions of Article 229 of the 
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all 
the information and explanations which, to the best of my knowledge and belief, were 
necessary for the purpose of the audit.  

In my opinion, because of the significance of the matters discussed in the Basis for 
Adverse Opinion section of my report, the financial statements do not present fairly,  
the financial position of the County Executive of Kericho as at 30 June, 2019, and of 
its financial performance and its cash flows for the year then ended, in accordance 
with International Public Sector Accounting Standards (Cash Basis) and do not comply 
with the County Governments Act, and the Public Finance Management Act, 2012.   

Basis for Adverse Opinion 

1.0 Unconfirmed Cash and Cash Equivalents Balance  

The statement of assets and liabilities reflects bank balances totalling 
Kshs.1,403,742,000, as further disclosed in Note 21A to the financial statements. 
However, the balance contains the following discrepancies: 
 
 

i) The bank reconciliation statement for the recurrent account bank account as at 
30 June, reflects  payments totalling  Kshs.205,405,216 indicated  to have been 
transferred to several County Executive Departments. Although the transfers 
were made on 30 June, 2019, no records were availed to indicate how the funds 
were spent by the Departments.  The transfers  were not included in the cash  
and cash equivalents balance totalling Kshs.1,404,188 also reflected in the 
statement of assets and liabilities as at 30 June, 2019. Similarly, the  
reconciliations contain imprest payments to staff totalling Kshs.10,197,028 paid 
on 30 June, 2019 which however, are not included in the outstanding imprests 
balance totalling Kshs.10,465,640  reflected in the statement of assets and 
liabilities as at 30 June, 2019. 
 

ii) Note 21 A to the financial statements reflects a bank balance for the Development 
Vote Bank Account amounting to Kshs.19,153,000 whereas the bank 
confirmation certificate issued by the Central Bank of Kenya indicates that the 
account’s balance totalled Kshs.809,425 as at 30 June, 2019. The difference 
amounting to Kshs.18,343,575 between the two sets of records has not been 
reconciled or explained.    

 
iii) The County collection account reflects a nil balance as at 30 June, 2019,  but the 

confirmation certificate from the respective bank indicates that the account held 
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a balance of Kshs.51,496,026 as at 30 June, 2019 resulting in an unexplained 
difference of Kshs.51,496,026 between the two records. 

 
iv) Bank records availed for audit indicated that, the Kericho County Executive 

operated 11 (eleven)  bank accounts with the Central Bank of Kenya during the 
year under review but only four (4) of these have been disclosed in the financial 
statements. Records availed for audit indicate that the seven accounts excluded 
from the financial statements held balances totalling Kshs.339,829,438 as at       
30 June, 2019. Management has not provided any reason for excluding the 
balances from the financial statements.  

 
v) Similarly, net overdraft balances totalling 11,781,087,00 held in ten (10) bank 

accounts operated in six commercial banks have not been reported in the 
financial statements.  

 

vi) In addition,  cash books, bank confirmation certificates and bank reconciliation 
statements as well as closing balances as at 30 June, 2019 for the four bank 
accounts have not been availed for audit. 

 

vii) The County Executive operates seven (7) Sub-County hospitals and one hundred 
and eleven (111) health centres and dispensaries, each of which has  its own 
bank account.  However, the closing balances as at 30 June, 2019  for the 118 
bank accounts have not been included in the financial statements. In addition, 
bank account reconciliations and bank confirmation certificates for the accounts 
have not been availed for audit.  

 

In view of these discrepancies , the completeness, accuracy and existence of the cash 
and cash equivalents balance totalling Kshs.1,403,742,000 reflected in the statement 
of assets and liabilities as at 30 June, 2019 was not confirmed. 
 

2.0 Unexplained Variances in Accounts Payables – Deposits and Retentions 
 

The statement of assets and liabilities as at 30 June, 2019 reflects accounts payables 
– deposits and retentions balance totalling Kshs.8,380,000, as further disclosed in   
Note 23 to the financial statements. However, the supporting schedule  for  the balance 
reflects payables totaling Kshs.7,136,086 resulting in an unexplained variance of  
Kshs.1,243,914 between the two sets of records. Similarly, the retention monies 
account No.1000239678 operated at the Central Bank of Kenya reflects a balance of 
Kshs.2,606,806 as at 30 June, 2019, against Kshs.5,773,194 reflected in the 
supporting schedules prepared by Management. No explanation has been provided 
for the anomaly.  
 

In view of these discrepancies, the accuracy and completeness of the accounts 
payables – deposits and retentions totalling Kshs.8,380,000 could not be confirmed. 
 

3.0 Inaccurate Statement of Cash Flows 
 

The statement of cash flows for the year ended 30 June, 2019 reflects a cash and 
cash equivalents balance totalling Kshs.1,401,936,000 as at 30 June, 2019, which 
however differs with the balance totalling Kshs.1,404,188,000 reflected in the 
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statement of assets and liabilities as at 30 June, 2019  by Kshs.2,252,000.  No 
explanation has been provided by Management for the difference between the two 
sets of records.  
 

In addition, summation of cash and cash equivalents balance at the beginning of the 
year on 1 July, 2018 amounting to Kshs.1,098,011,000 and the reported net increase 
in the balance during the year amounting to Kshs.295,423,000 yielded 
Kshs.1,393,434,000 which  amount  however, differs by Kshs.8,502,000 from the sum 
of Kshs.1,401,936,000 reflected in the statement of cash flow.  
 

Consequently, the accuracy of the statement of cash flow has not been confirmed. 
 
 

4.0 Unsupported Transfers from Other Government Entities 
 

The statement of receipts and payments reflects  transfers from other Government 
entities totalling Kshs.168,515,000 comprised of disbursements amounting to 
Kshs.150,466,000 from the Kenya Roads Board and conditional allocations for 
compensation for user fees foregone totalling Kshs.18,049,000, as further disclosed 
in Note 3 to the financial statements. However, Kshs.18,049,000 was not supported 
with schedules or other records and as a result, its accuracy and validity could not be 
confirmed.  
 

In view of the discrepancy, the accuracy and completeness of the transfers from other 
Government entities balance totalling Kshs.168,515,000 reflected in the statement of 
receipts and payments for the year ended 30 June, 2019 could not be confirmed.   
 
5.0 Variances in World Bank Grant Funds – Universal Health Care (UHC) 
 

The statement of receipts and payments reflects  transfers to other Government 
entities totalling Kshs.1,131,817,000 which in turn include grant disbursements 
totalling Kshs.41,782,000 received from the World Bank, as further disclosed in Note 
14 to the financial statements. However, the balance differs from the receipts totalling 
Kshs.33,281,008 reflected in the respective bank account during the year under 
review. Management has not provided an explanation for the variance amounting to 
Kshs.8,500,992 between the two sets of records. 
 
Consequently, the accuracy of the transfers to other Government entities balance   
totalling  Kshs.1,131,817,000  reflected in the statement of receipts and payments has 
not been confirmed. 
 

6.0 Unreconciled Other Grants and Transfers 
 

The statement of receipts and payments reflects other grants and transfers totalling 
Kshs.503,120,000 as further disclosed in Note 15 to the financial statements.     
Included in the balance is a sum of  Kshs.57,000,000 reportedly transferred to the 
County Staff Mortgage Fund. However, the financial statements of the Fund for the 
year under review indicate that sums totalling Kshs.114,989,180 were received from 
the County Executive during the year. No explanation has been provided by 
Management  for the difference amounting to Kshs.57,989,180 between the two sets 
of records.  
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In view of the anomaly, the accuracy and completeness of the other grants and 
transfers totalling Kshs.503,120,000 reflected in the statement of receipts and 
payments was not confirmed.     
 

7.0 Variance in Own-Generated Revenue  
 
The statement of receipts and payments reflects County own-generated receipts 
totalling Kshs.495,848,000,  as further disclosed in Note 9 to the financial statements.  
However, the supporting monthly revenue summaries presented for audit reflected a 
sum of Kshs.473,694,018 resulting in an unexplained variance of Kshs.22,153,982. 
Consequently, the accuracy and completeness of the County own-generated receipts 
totalling Kshs.495,848,000 could not be confirmed. 
 
 

8.0 Unexplained Variance in Returned County Revenue Fund (CRF) Issues 
 

The statement of receipts and payments reflects  returned County Revenue Fund 
(CRF) issues totalling Kshs.1,129,009,000 as further disclosed in Note 10 to the 
financial statements. However, the balance differs by Kshs.30,998,000 with the closing 
bank balance totalling Kshs.1,098,011,000 reflected in the statement of assets and 
liabilities as at 30 June, 2018.  
 
In view of the discrepancy, the accuracy of the returned CRF issues totalling  
Kshs.1,129,009,000 reflected in the financial statements could not be confirmed.   
 
 

9.0 Unconfirmed Pending Bills Balance 
 

Notes 26, 27 and 28 to the financial statements indicate that pending bills as at               
30 June, 2019 totalled Kshs.711,592,000. However, the schedules availed for audit 
reflected bills totalling Kshs.594,859,048 resulting in an unexplained variance of 
Kshs.116,732,952. In addition, examination of the schedules availed to support the 
balance revealed the following anomalies: 
 

i) A sum of Kshs.1,643,127 was shown as a pending bill incurred  on construction 
of pit latrines at Itoik Dispensary. However, a visit to the named project site  
revealed that work on the project had not started and therefore no bill was 
payable to the contractor as at 30 June, 2019.  

 

ii) Review of expenditure records indicated that paid invoices valued at 
Kshs.1,697,000 incurred on servicing of cold chain equipment in the previous 
financial year ended 30 June, 2018 had not been included among pending bills 
totalling Kshs.1,120, 457,000 reflected in the financial statements for the year.  

 
[ 
 

iii) Similarly, Management during the year under review paid bills totalling 
Kshs.96,906,344 owed by the Department of Roads and Public Works as at         
30 June, 2018. However, the bills were not among those disclosed in the certified 
financial statements for the year ended 30 June, 2018. 

 

In view of these anomalies, the accuracy and validity of the pending bills balance 
totalling Kshs.711,591,000 could not be confirmed.  
 
 

10.0 Unconfirmed  Acquisition of Fixed Assets Balance 
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Annex 5 to the financial statements indicates that the total historical cost of assets as 
at 30 June, 2019 was Kshs.7,631,051,000. However, the fixed assets register availed 
for audit did not disclose or include assets taken over by the County from the defunct 
local authorities. Consequently, the completeness, accuracy and security of the assets 
owned by the County Executive could not be confirmed. 
 

11.0 Unconfirmed Valuation of Works Done on Monire – Lelach Primary – 
Chepbeny Road  
 

Management awarded a tender for the construction of Monire – Lelach Primary – 
Chepbeny Road during the year under review at a contract sum of Kshs.1,648,297. 
However, records showing how the contractor was appointed, and the Bills of 
Quantities showing the nature of works contracted for, were not availed for audit. As 
a result, the value of work done by the contractor could not be confirmed.  
 

Consequently, the validity and value for money on payments totalling Kshs.1,648,297 
could not be confirmed. 
 
 

12.0 Unconfirmed  Insurance Costs 
 

The statement of receipts and payments reflects use of goods and services payments 
totalling Kshs.1,213,044,000 out of which Kshs.94,514,000 are costs of insurance 
services. Examination of records on the payments indicated that during the 2017/18 
financial year Management awarded an insurance broker a contract to provide general 
insurance brokerage services at a cost of Kshs.22,975,631. However, the contract 
signed with the broker had the following anomalies: 
 

i. The performance bond for the respective tender had expired on 4  March, 2018 
yet the insurance contract against which the bond was issued was set to end in 
December, 2018. 
 

ii. Details on the respective insurance covers, related properties, policy 
documents and amounts insured were not availed for audit.  

 

In addition, analysis of the integrated Financial Management System (IFMIS) records 
indicated that a further Kshs.48,446,081 was paid to the broker for services provided 
under other covers. However, the nature and values of properties insured could not 
be confirmed as the respective records were not availed for audit.  
 
In view of these anomalies, the occurrence and validity of insurance costs totalling 
Kshs.71,421,712 included in the payments for goods and services balance totalling 
Kshs.1,213,044,000 reflected in the statement of receipts and payments was not  
confirmed. 
 

13.0 Unconfirmed Costs of Youth Empowerment Training 
 

The use of goods and services payments balance totalling Kshs.1,213,044,000 
reflected in the statement of receipts and payments also includes payments totalling    
Kshs.13,576,843.60 spent on training of youth at Chebwagan Youth Empowerment 
Centre, as detailed in Appendix I to this report.  
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However, stores records examined did not reflect receipt of the following items paid 
for at Kshs.4,439,371:   
 

  
Item Name  

             Value Cost  
(Kshs.) 

1. 250 Litres of Soap 430,000 

2. Catering Services  689,040 

3. Electrical Materials  1,220,331 

4. Curtains  2,100,000 

Total  4,439,371 
 

In addition, painting of executive toilets paid for at Kshs.1,190,972 was not done. 
 

In the absence of relevant evidence, the occurrence and validity of expenditure 
totalling Kshs.13,576,844 reported to have been incurred on youth training during the 
year under review was not confirmed. 
 
The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs). I am independent of the County Executive of Kericho 
Management  in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other 
ethical responsibilities in accordance with the ISSAI and in accordance with other 
ethical requirements applicable to performing audits of financial statements in Kenya. 
I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my adverse opinion. 
 
 

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

Other Matter 
 

Budgetary Control and Performance 
 

The statement of comparative budget and actual amounts reflects final receipts budget 
and actual on comparable basis of Kshs.8,417,967,000 and Kshs.7,899,000,000 
respectively resulting to a revenue shortfall of  Kshs.541,121,000 or 6% of the budget. 
Similarly, the County Executive spent Kshs.6,474,568,000 against an approved 
budget of Kshs.8,417,967,000 resulting to an under-expenditure of   
Kshs.1,943,384,000 or 23% of the budget. The underfunding constrained the 
execution of planned activities and delivery of services to the residents of Kericho 
County. 
 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 
 

Conclusion 
 

As required by Article 229(6) of the Constitution, because of the significance of the 
matters discussed in the Basis for Adverse Opinion section of my report, based on the 
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audit procedures performed, I confirm that public resources have not been applied 
lawfully and in an effective way. 
 

Basis for Conclusion 
 
 

1.0 Un-Satisfactory Implementation of Projects  
 

Physical verification of the following projects revealed several unsatisfactory issues in 
respect to the works carried out: 
 

(i) Kericho Stadium Perimeter Wall  
 

Procurement records indicated that a sum of Kshs.2,293,693 was paid to a contractor 
to build a wall around Kericho Stadium. However, audit inspection of the work done 
confirmed that the wall collapsed soon after it was completed.   
 

Consequently, no value for money was obtained from the sum of Kshs.2,293,693 
spent on the project.   
 

(ii) Other Projects  
 

Audit verification of the following projects revealed several unsatisfactory issues in 
spite of payments totalling Kshs.5,503,492 having been made to the respective 
contractors:         
 

 
Project  Name  

Cost  
(Kshs.) 

 
Issues Noted 

Chepsion Youth Polytechnic 1,300,000 Electrical and  painting works were pending.  
The quality of workmanship was low. The 
contractor was not on site and there was no 
indication that the pending works would be 
completed.   

Lelechwet Dispensary   904,800 The wall paint had peeled off and the floors 
were cracked or  had caved in. The 
contractor was not on site. Further, some 
incomplete facilities had been put to use.  

 Leldet Youth Polytechnic 3,298,692 The timber workshop built was not  put to 
use. In addition, painting work was not done.    

Total  5,503,492  
  

 

In the circumstances, taxpayers did not obtain value for money on the sum of 
Kshs.5,503,494 spent on the  three projects. 
 

2.0 Unutilized Assets  
 

Examination of records on acquisition of assets indicated that following assets 
acquired at an aggregate cost of Kshs.8,100,887 were not put to use:   
 

(i) Coffee Pulping Machines  
 
The Department of Trade, Industrialization, Co-operative Management, Tourism and 
Wildlife purchased  eight (8) coffee pulping machines at a total cost of Kshs.2,312,400 
for use by various coffee co-operatives in the County. However, only one of the 
machines had been put to use.    
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(ii) Office Block for Mosop Farmers’ Co-operative Society  
 

The County Executive, through the Department of Trade, Industrialization, 
Cooperative Management, Tourism and Wildlife,  hired a contractor to build an office 
for Mosop Farmers’ Co-operative Society at a cost of Kshs.1,277,068. The building 
was completed in April, 2019, inspected and paid for but was not put to use. No 
plausible explanation was provided by Management for the anomaly.  
 
(iii) Sanitary Facilities at Sondu Market not Utilized 
 
The Department of Trade, Industrialization, Co-operative Management, Tourism and 
Wildlife built sanitary facilities at Sondu Market at a cost of Kshs.1,372,403, Brooke 
Market at Kshs.1,650,044 and Kapsuser Market at Kshs.1,488,972. However, at the 
time of the audit in September, 2019, the facilities had not been put to use, more than 
five months, after they were completed. No adequate explanation was provided by 
Management for the anomaly. 
 

(iv) Early Childhood Development (ECD) Classrooms  
 

Procurement records examined during the audit indicated that the Department of 
Education, Youth Affairs, Culture and Social Services hired a contractor to build Early 
Childhood Education (ECD) classrooms at Kapkondo and Kotetni at a cost of 
Kshs.938,440 and Kshs.1,499,699 respectively. The classrooms were, however, not 
put to use upon their completion.  
 

As a result of the failure by Management to use the assets, no benefits were derived 
from the expenditure totalling Kshs.8,100,887 spent in acquiring these assets.  
  
3.0 Grounded Motor Vehicles  
 

Audit inspections at  health facilities across the County revealed that fourteen vehicles  
owned by the National Government but under the Management of the County 
Government were grounded due to various mechanical defects. The vehicles, are 
listed in Appendix II.  
 

The vehicles were not providing services during the period they were grounded and 
were losing value.  
 
 

4.0 Payment for Undelivered Motor Cycles  
 
Payment records examined indicated that during the year under review, the County 
Executive paid Kshs.1,740,000 to a vendor to supply 10 (ten) motor cycles.  At the 
time of audit in November, 2019, the motor cycles had not been delivered. Further, 
there were no records to confirm whether Management observed the requirements of 
the Public Procurement and Asset Disposal Act, 2015 when procuring the motor 
cycles.   
 
In the circumstance, Management breached procurement regulations by paying for 
the motor cycles before they were supplied. As a result, no value has been obtained 
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from the expenditure totalling Kshs.1,740,000 incurred on their purchase and the funds 
are at risk of loss.  
  
5.0 Incomplete but Paid for Fencing of Moi Gardens  

 
Records availed for audit indicated that construction of a fence costing Kshs.9,963,559  
at Moi Gardens in Kericho Town was paid for in July, 2018. However, an audit 
inspection in December, 2019 revealed the following anomalies.  
 

i. The works were not completed and the contractor was not on site. Among the 
works not done was installation of a gate included in the Bills of Quantities. 
Records availed for audit indicated that the Inspection and Acceptance 
Committee  however, certified the works as complete after which Management 
made payments due the contractor. 

 

ii. The Bills of Quantities and contract price included a section of the perimeter wall 
built by an adjacent hotel.  

  
In the circumstances, the residents of Kericho County did not obtain value for money 
from the sum of Kshs.9,963,559 paid for the incomplete fence. In addition, the validity 
of the payments could not be confirmed. 
 

6.0 Revenue Arrears  
 

Revenue records examined indicated that own-source revenues totalling 
Kshs.20,166,702 due from house rent fees and land and property rates were 
outstanding as at 30 June, 2019:   
 

Item Cost  
(Kshs.) 

House Rent Fees 12,025,805 

Land and Property Rates 8,140,897 

Total 20,166,702 
i.  

ii. 

iii.Management has not explained the reasons for the failure to collect the revenues.  

iv.  

v.  

 

7.0 Unimplemented Projects 
 

vi.  

vii.Further, analysis of project implementation status reports as at 30 June, 2019 revealed 
that the County Executive did not implement road projects valued at 
Kshs.193,977,537. 

viii.  

ix.  

 

8.0 Unsatisfactory Management of Coffee Farm  
 

Records availed for audit indicated the County Government owned Kipkelion Coffee 
Farm estimated to measure 42 acres. Audit review of the Farm’s operations, however, 
revealed the following unsatisfactory matters:  
 

i. No revenue was reported on the operations of the coffee farm during the year 
under review.  
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ii. A section of the land estimated at 15 acres was occupied by informal settlers. 
There was no evidence of Management having taken any action to recover the 
land.  

iii. 18 acres put under coffee lacked proper maintenance and farm inputs, including 
fertilizers and labour. No reason was provided by Management for failure to 
facilitate the farm to improve productivity.  

 

iv. The Farm’s coffee pulping machine was in a state of disrepair having broken 
down a year earlier, with no evidence of attempts to repair it.  

 

v. The Farm had no Manager and further, there were no controls established to 
ensure compliance with financial and other County policies, or to safeguard the 
Farm’s assets.  

 

vi. The title for the land was not availed for audit and therefore legal ownership of 
the land by the County Government could not be confirmed.  

 

No plausible explanation was provided by Management for these anomalies.  
 

In the circumstances, the farm is not managed in an effective way.  
 

9.0 Failure to Observe Diversity in Employment  
 

Examination of the staff payroll for the month of July, 2018 revealed that 1801 or 86% 
of the County Executive’s 2071 employees were from the dominant community in the 
County. Section 7(1) of the National Cohesion and Integration Commission Act, 2008 
requires that all public establishments seek to represent the diversity of the people of 
Kenya in the employment of staff and that no public establishment should have more 
than one third (33%) of its staff from the same ethnic community.  
 

Management, therefore, is in breach of the law on ethnic diversity in public 
organizations.   
 

10.0 Unpaid National Health Insurance Fund Claims 
 

Records availed for audit indicated that, National Hospital Insurance Fund (NHIF) 
rebate claims totalling Kshs.62,909,549 payable to the County Executive were 
outstanding as at 30 June, 2019. The delay in receipt of the claims constrained 
Management’s capacity to provide health services to the residents of Kericho County.   

11.0 Unclear Garbage Collection Contracts  
 

Examination of records on garbage collection and market cleaning services contracted 
between the County Executive and various firms indicated that payments to the firms 
were determined by weight (tonnage) of garbage collected. However, the means used 
to measure the weight of actual garbage collected was not specified. As a result, it 
was not possible to confirm that value for money was obtained on the expenditure 
incurred on garbage collection during the year under review.  
 

The audit was conducted in accordance with ISSAI 4000. The standard requires that 
I comply with ethical requirements and plan and perform the audit to obtain assurance 
about whether the activities, financial transactions and information reflected in the 
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financial statements are in compliance, in all material respects, with the authorities 
that govern them. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my conclusion. 
 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS,   RISK MANAGEMENT 
AND GOVERNANCE 
 
Conclusion 
 

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the 
significance of the matters discussed in the Basis for Adverse Opinion section of my 
report, based on the audit procedures performed, I confirm that internal controls, risk 
management and governance were not effective. 
 

Basis for Conclusion 
 

1.0 Weaknesses in Revenue and Stock Management Systems at Sub-County 
Hospitals    
 

Audit review of processes and controls for management of revenue and medical stores 
at Sub-county hospitals revealed the following weaknesses:   
 

(i) Use of Incomplete and Varying Hospital Revenue Collection Systems  
 
Audit review of the systems used to collect and account for revenue in Sub-County 
hospitals indicated that the systems were not standardized and did not provide for 
monitoring and reconciliation of revenue balances. As a result, the risk of errors and 
omissions in revenue records was high. 
 

(ii) Weaknesses in Stores Management System  

Audit review of the electronic system used by the Sub-County hospitals to manage 
their medical stores revealed the following weaknesses:  
 

•  Manual stores balances did not tally with those reflected in the electronic 
system.  

 

• The electronic system lacked a stores management utility and as a result, 
receipt and issue of drugs and non-pharmaceutical products as well as expired 
drugs was done manually. Consequently, real time information on stock levels 
in the health facilities was not available to Management for use in decision 
making.  

 

• There was insufficient internal check as duties for ordering, receiving and 
recording of receipts and issues of drugs and other stores were not segregated.  

 

In view of these weaknesses, medical supplies were not managed in an effective way.  
 

 

1.1 Officers Without Payroll Numbers and KRA Pin Numbers 
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Examination of the payroll revealed that, the County Executive recruited new 
employees during the year under review. However, salary payment schedules and a 
sample of personnel records indicated that two of the officers were not issued with 
personal numbers. Further, the records indicated that Kenya Revenue Authority PIN 
numbers issued to seven employees of the County were invalid even though Pay-as-
You-Earn taxes were deducted from their salaries.   

These anomalies raised doubt on the accuracy and completeness of employee 
records maintained by Management.   

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330.  The 
standards require that I plan and perform the audit to obtain assurance about whether 
effective processes and systems of internal control, risk management and governance 
were operating effectively, in all material respects. I believe that the audit evidence I 
have obtained is sufficient and appropriate to provide a basis for my conclusion. 
 
Responsibilities of Management and those Charged with Governance 
  
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Public Sector Accounting Standards 
(Cash Basis) and for maintaining effective internal control as Management determines 
is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error and for its assessment of the 
effectiveness of internal control, risk management and overall governance. 
 

In preparing the financial statements, Management is responsible for assessing the  
County Executive’s ability to continue to sustain services, disclosing, as applicable, 
matters related to sustainability of services and using the applicable basis of 
accounting unless the Management is aware of the intention to dissolve the County 
Executive. Management is also responsible for the submission of the financial 
statements to the Auditor-General in accordance with the provisions of Section 47 of 
the Public Audit Act, 2015. 
 

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

Those charged with governance are responsible for overseeing the  financial reporting 
process, reviewing the effectiveness of how the entity monitors compliance with 
relevant legislative and regulatory requirements, ensuring that effective processes and 
systems are in place to address key roles and responsibilities in relation to overall 
governance and risk management, and ensuring the adequacy and effectiveness of 
the control environment. 

 

 

 
Auditor-General’s Responsibilities for the Audit  
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The audit objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes my opinion in accordance with the 
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in 
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISSAIs will always detect a material misstatement and weakness when it exists.  
 

Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
 

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

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

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

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

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

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

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

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

• Perform such other procedures as I consider necessary in the circumstances. 
 

I communicate with the Management regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that are identified during the audit.  
 

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

 

 

 

Nancy Gathungu  
AUDITOR-GENERAL 
 

Nairobi 
 
10 May, 2021 
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APPENDICES  
 

Appendix I: Unaccounted for Youth Training Costs 
  

Activity Contract Sum  
(Kshs.) 

Construction of Dormitory  3,985,000.00 

Supply and Delivery of Soap 250ltrs 430,000.00 

Supply and Delivery of Plastic Chairs 920,000.00 

Provision of Catering Services 689,040.00 

Supply and Installation of Electrical 
Materials 

1,220,331.60 

Installation of Gutters 2,100,000.00 

Construction of Executive Toilets 1,190,972.00 

Supply and Delivery of Meat 1,950,000.00 

Delivery of Fresh Milk 1,091,500.00 

  13,576,843.60 
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Appendix II: Grounded Motor Vehicles  
 

 
 

 

 

 

 

 

 

  Vehicle  Fuel 
 

 

 
Reg. No. Make  Type Status/Conditions  Location 

1 GKA466N Nissan Diesel Grounded Kapkatet 

2 GKA193A Nissan Diesel Grounded County Referral  

3 GICA041E Toyota  Diesel Grounded County Referral  

4 GKA878D Nissan Diesel Grounded County Referral  

5 GICA950T Canter Diesel Grounded Education Department.  

6 GKA815G Nissan Diesel Grounded Safari Motors 

7 GKA039 Mitsubishi Diesel Grounded Kipkelion 

8 GKA844D Nissan  Diesel Grounded Kapkatet 

9 GKA983 Landover Petrol Grounded Londiani  

10 GK171 Chevrolet Petrol Grounded Londiani 

11 GK05T Mitsubishi Diesel Grounded County Referral Hospital 

12 GKA174M Toyota Diesel Grounded County Referral Hospital  

13 GK573 Mitsubishi Diesel Grounded James Garage 

14 GK810 Toyota Petrol Grounded Nakuru General Hospital  


