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REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF NANDI FOR 
THE YEAR ENDED 30 JUNE, 2020 

REPORT ON THE FINANCIAL STATEMENTS  

Qualified Opinion 

I have audited the accompanying financial statements of County Assembly  of Nandi set 
out on pages 22 to 65, which comprise the statement of financial assets and liabilities as 
at 30 June, 2020, and the statement of receipts and payments,  statement of cash flows 
and statement of comparison of budget and actual amounts - recurrent, development and 
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, except for the effects of the matter described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of the County Assembly of Nandi as at 30 June, 2020, 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 comply with  the 
Public Finance Management Act, 2012 and the County Governments Act, 2012. 
 

Basis for Qualified Opinion 

1. Inaccuracies in the in the Financial Statements 
 

The balances reflected in the financial statements for the year ended 30 June, 2020 differs 
with the IFMIS report as indicated below: - 
  
 
 
 
Item 
 

 Financial 
Statements 

Balances   
 (Kshs.)  

 
 IFMIS 

Balances   
 (Kshs.)  

  
 

Difference   
 (Kshs.)  

Transfers from the County 
Treasury/Exchequer Releases 

674,665,357  - 674,665,357  

Compensation of Employees 371,877,137  383,555,863  (11,678,726) 

Use of Goods and Services 234,156,592  225,542,409  8,614,183  

Social Security Benefits 11,728,102  20,031,521  (8,303,419) 

Acquisition of Assets 92,386,431  54,409,147  37,977,284  

Finance Costs 14,430  - 14,430  

Other Payments - 48,212,734  (48,212,734) 

Bank Balances 38,564,169  (59,499,229) 98,063,398  

Cash Balances - 2,652,073,136  (2,652,073,136) 

Accounts Receivable - 5,400,000  (5,400,000) 

Accounts Payables - Deposits 26,102,745  3,909,351,713  (3,883,248,968) 
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Item 
 

 Financial 
Statements 

Balances   
 (Kshs.)  

 
 IFMIS 

Balances   
 (Kshs.)  

  
 

Difference   
 (Kshs.)  

Fund Balance b/fwd   47,958,759  (579,626,131) 627,584,890  

Surplus/Deficit for the Year (35,497,335) (731,751,674) 696,254,339  

 
Consequently, the accuracy of the financial statements for the year ended 30 June, 2020 
could not be confirmed. 
 

2. Unsupported Expenditure - Use of Goods and Services 
 

As disclosed in Note 5 to the financial statements, the statement of receipts and payments 
for the year ended 30 June, 2020 reflects an expenditure of Kshs.234,156,592 under use 
of goods and services. Examination of records revealed the following unsatisfactory 
matters: - 
 

2.1 Domestic Travel and Subsistence Allowance 
 

The balance includes domestic travel and subsistence allowance 
totallingKshs.53,310,942. However, Management made two payments amounting to 
Kshs.2,041,200 to twenty-four (24) Members of the County Assembly (MCA) as daily 
subsistence allowance for three days during a retreat on adoption of budget estimates for 
the financial year 2019/2020. However, the Members were paid directly without being 
issued with imprest warrants. 
 

Further, payments totalling Kshs.3,937,500 were made to twenty-five (25) Members of 
the County Assembly and four (4) staff as daily subsistence allowance for 10 days while 
attend a workshop at a hotel in Kisumu from 19 to 29 January, 2020. However, the 
expenditure was directly charged without issuance of imprests to individual attendees and 
the nature of the activity was not clear.  
 

In the circumstances, the propriety, validity and completeness of the daily subsistence 
allowances amounting to Kshs.5,978,700 could not be ascertained.  
 

2.2 Foreign Travel and Subsistence Allowance 
  

The balance includes foreign travel and subsistence allowance balance of 
Kshs.9,943,542 which constitutes a payments of Kshs.8,541,021 made to Members of 
County Assembly and staff while on a training trip to Kampala in Uganda. However, the 
payment was not supported by invitations, training programme(s), clearance letter by the 
Ministry of Foreign Affairs, original air tickets, boarding passes and certificates if any. The 
payment voucher was also not supported by signed schedule by the payees 
acknowledging receipt of the money and imprests were not issued to the individual 
Members and staff, instead the payments were made directly to various banks for 
disbursement to the account holders. 
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Similarly, the balance includes a payment of Kshs.1,768,500 made to an officer while 
travelling to Singapore for training. The payment was not supported by boarding passes, 
original air tickets, Visa and stamped passport. No imprest was issued to the individual 
officer but the money was paid to a bank for disbursement to the account holder. 
 

Consequently, the propriety, validity and completeness of the foreign travel and 
subsistence allowance expenditure of Kshs.9,943,542 for the year ended 30 June, 2020 
could not be confirmed. 
 

2.3 Fuel, Oil and Lubricants 
 

The expenditure of Kshs.234,156,592 under use of goods and services also includes fuel, 
oil and lubricants balance of Kshs.8,149,319. However, an analysis of the fuel 
consumption indicates that two vehicles consumed of fuel valued at Kshs.757,397 over a 
period of 6 months between July and December, 2019 but the work tickets showed no 
fuel had been drawn. In some instances, the vehicles were fueled without detail orders. 
The detail orders did not show the litres to be drawn into the vehicles and the fuel 
statement from the petrol stations included vehicle repair and maintenance costs. No fuel 
register was provided for audit review.  
 

Consequently, the accuracy, validity and completeness of the fuel, oil and lubricants 
expenditure of Kshs.8,149,319 for the year ended 30 June, 2020 could not be confirmed. 
 

2.4 Insurance Costs 
 

The balance also constitutes an amount of Kshs.20,566,288 in respect of insurance costs 
which includes payments of Kshs.1,318,805 made to an insurance company for provision 
of motor vehicle insurance. However, the list of vehicles covered included one of the 
motor vehicles insured, a Toyota Prado which had been grounded for an undisclosed 
period and therefore had not been in use and no plans to repair. 
 

Consequently, the validity of insurance expenditure of Kshs.1,318,805 for the year ended 
30 June, 2020 could not be confirmed. 
 

2.5 Irregular Payment to County Assembly Forum 
 

In addition, the balance includes other operating expenses balance of Kshs.81,645,230. 
The latter further includes an amount of Kshs.5,900,000 paid to the County Assemblies’ 
Forum, CAF in respect of membership fees, dues and subscriptions paid to the County 
Assembly Forum. However, Management did not provide supporting evidence including 
legal backing for the Forum for audit review. The Forum is not anchored in the law and 
thus the expenditure incurred could not be confirmed as a proper charge to public funds. 
 

Consequently, the propriety on the expenditure amounting to Kshs.5,900,000 could not 
be confirmed. 
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3. Irregular Payment for an Authorised Allowance  
 

During the year under review, examination of expenditure records revealed that the 
County Assembly paid Kshs.8,453,398 to Nandi County Assembly Savings and Credit 
Co-operative Society Ltd, which was in turn paid to several Members of the County 
Assembly (MCAs) as temporary committee allowance. These funds were paid to Nandi 
County Assembly Savings and Credit Co-operative Society (SACCO) to which the MCAs 
make monthly share contributions and owed loans. Apparently, the SACCO Management 
had allowed the MCAs to take excessive loans from the Sacco which had resulted in 
salary deductions in excess of the two-thirds of salary limit. 
In the circumstances, the is irregular and unlawful use of public funds to pay off loans 
advanced to the MCAs and their share contributions under the guise of paying them 
unauthorized temporary committee allowance. 
 

4. Cash and Cash Equivalents 
 

4.1 Unsupported Bank Balances 
 

As disclosed in Note 13A to the financial statements, the statement of financial assets 
and liabilities reflects cash and cash equivalents balance of Kshs.38,564,169 as at            
30 June, 2020, comprising solely of the monies held in five (5) bank accounts operated 
and maintained by the County Assembly.  However, certificates of bank balances for the 
three bank accounts with a cumulative balance of Kshs.35,806,864.50 or approximately 
93% and maintained at the Central Bank of Kenya were not provided for audit verification. 
 

Further, IFMIS bank reconciliation statements for the five bank accounts were not 
attached as annexures to the financial statements. 
 

Consequently, the accuracy, existence and completeness of the cash and cash 
equivalents balance of Kshs.38,564,169 as at 30 June, 2020 could not be confirmed. 

 

5. Unsupported Expenditure - Acquisition of Assets 
 

As disclosed in Note 10 to the financial statements, the statement of receipts and 
payments for the year ended 30 June, 2020 reflects an expenditure of Kshs.92,386,431 
under acquisition of assets. Examination of records revealed that the balance constitutes 
payment amounting to Kshs.88,177,449 in respect of construction of buildings paid to a 
contractor for the construction of a modern County Assembly Chambers, offices, and 
auxiliary facilities. The contract was awarded at a sum of Kshs.469,469,934 for an 
agreement which was entered into on 30 December, 2016. During the year under review, 
an amount of Kshs.88,171,449 was paid towards the project out of which a balance of 
Kshs.36,291,213 was not supported by requisite certificates and details of the certified 
works. 
 

Consequently, the propriety and validity of the construction of buildings expenditure of 
Kshs.88,177,449 for the year ended 30 June, 2020 could not be confirmed. 
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6. Unsupported Withholding Tax Deductions and Payments 
 

During the year under review, the County Assembly paid Kshs.25,777,491 to Kenya 
revenue authority in respect of 6% and 3% withholding tax for various suppliers and 
contractors who provided goods and services to the County Assembly. However, no 
documentary evidence was provided for audit verification to show, the cost of the goods 
or services for which the withholding tax was deducted and how the tax was arrived at.  
 

In the circumstances, the validity, accuracy and completeness of the withholding tax of 
Kshs.25,777,491 paid for the year ended 30 June, 2020 could not be confirmed. 
 

The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs). I am independent of the County Assembly of Nandi 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 qualified 
opinion. 
 

Emphasis of Matter 
 

Undisclosed Clearance of Pending Bills Brought Forward 
 

As disclosed in Note 8.10 – Other Disclosures, the County Assembly has a pending 
accounts payables of Kshs.32,032,147 as at 30 June, 2020 and the brought forward 
amount from 2018/2019 financial year is shown as nil balance and no amounts is 
indicated as paid during the year. However, review of the audited financial statement for 
the previous year 2018/2019 revealed that the County Assembly had an amount of 
Kshs.267,393,549 which had been carried forward to the current financial year 
2019/2020.  
 

In absence of an elaborate schedule showing the movement and discharge of the pending 
bills during the year under review. 
 

My opinion is not modified based on the effects of the above matter. 

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. There are no key audit matters to 
report during the year under review. 
 

Other Matter 
 

Unresolved Prior Year Matters 
 

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

Conclusion 

As required by Article 229(6) of the Constitution, based on the audit procedures 
performed, except for the matters described in the Basis for Conclusion on Lawfulness 
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing 
else has come to my attention to cause me to believe that public resources have not been 
applied lawfully and in an effective way. 

  

Basis for Conclusion 
 

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

The statements of receipts and payments reflects an expenditure of Kshs.371,877,137 
on compensation of employees representing 55% of the total receipts of 
Kshs.674,665,357. This is contrary to the provisions of Regulation 25(1) (a) and (b) of the 
Public Finance Management (County Governments) Regulations, 2015 which limits the 
County Executive`s expenditure on wages and benefits to not more than 35% of the total 
revenue for the year. 
 

Consequently, Management is in breach of the law. 
 

2. Non-Compliance with the One Third of Basic Salary Rule 
 

Audit review of the County Assembly’s payrolls for the year ended 30 June, 2020 revealed 
that some employees of the County Assembly were receiving net salaries which were 
less than a third of their respective basic salaries contrary to Section C.1(3) of the Public 
Service Commission (PSC) Human Resource Policies, 2016 and Section 19(3) of the 
Employment Act, 2007 which requires that deductions made by an employer from the 
wages of an employee at any one time shall not exceed two thirds of such wages. 

Consequently, the County Assembly is in breach of the law. 
 

3. Non-Compliance with Law on Ethnic Composition 
 

During the year under review, the total number of employees of County Assembly was 
eighty-three (83) employees excluding Members of County Assembly, all or 100% of 
whom are from the same ethnic community in the county. This is contrary to Section 7(1) 
and (2) of the National Cohesion and Integration Act, 2008 which states that, “all public 
offices shall seek to represent the diversity of the people of Kenya in employment of staff 
and that no public institution shall have more than one third of its staff establishment from 
the same ethnic community”. 
 

Consequently, the County Assembly is in breach of the law. 
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4. Non-Adherence to Regulations on Issuance of Temporary Imprests 
 

Disclosed in Note 5 to the financial statements under use of goods and services are 
domestic travel subsistence, foreign travel and subsistence, and training expenditure 
amounting to Kshs.53,310,942, Kshs.9,943,542 and Kshs.19,660,700, respectively.  
Examination of expenditure records indicated that in place of temporary imprests, 
Management issued cash to several officers of the County Assembly assigned to carry 
out various duties and activities away from their duty stations. The cash advances, were 
expensed directly without sufficient supporting documents contrary to regulation 91 of 
Public Finance Management (County Governments) Regulations, 2015 which requires 
such expenditures to be funded through temporary imprests.  

 

No plausible explanation was provided by Management for disregarding regulations on 
use of public funds.  
 

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 
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, based on the audit 
procedures performed, except for the matters described in the Basis for Conclusion on 
Effectiveness of Internal Controls, Risk Management and Governance section of my 
report,  I confirm that, nothing else has come to my attention to cause me to believe that 
internal controls, risk management and overall governance were not effective. 

Basis for Conclusion 
 

1. Lack of ICT Steering Committee and Other Internal Controls 
 

Review of the Information and Communication Technology (ICT) system deployed by the 
County Assembly indicated that Management had not formulated an ICT Policy and 
framework to promote and guide effective and efficient use of the County Assembly’s ICT 
resources.  Further, the County Assembly did not have an ICT Steering Committee to 
provide oversight on the activities of the ICT Department as well as leadership in 
formulating relevant policies. Further, system security plans including means to recover 
data in the event of unfavorable events were not documented.  
 

Consequently, it has not been possible to confirm the existence of an efficient and 
effective system to offer guidance and oversight on the ICT infrastructure and operation 
in the County. 
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2. Weakness in Internal Controls and Risk Management Strategy 
 

During the year under review, examination of records revealed that there was no 
approved budget for internal audit for to enhance organizational independence. No 
documentary evidence was provided to confirm that the internal audit workplan for 
2019/2020 was risk based. There were no internal audit reviews and no audit committee 
assurance on the integrity of the County Assembly’s financial information, its system of 
governance, risk and internal controls, as well as legal and ethical conduct by 
Management as well as the employees.  
 

Further, there was no documented independent review of the financial statements to 
confirm the integrity and transparency of the financial reporting process. 
 

In addition, and as previously reported, the County Assembly did not have a risk 
management policy and disaster recovery plan. As a result, the operational and other 
risks that the County Assembly may face are unlikely to be managed in an effective way. 
 

In the circumstances, the existence of an effective internal control cannot be ascertained. 
 
3. Committees Sitting Allowances 

An inspection of attendance registers and minutes of meetings of committees revealed 
cases where some committees had no attendance registers to show members who 
attended the committee meetings. In some cases, minutes of the meetings provided in 
support of the meetings were not signed. 

In view of these omissions, internal control and governance in the County Assembly is 
not effective. 
 
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 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 governance. 
 

In preparing the financial statements, Management is responsible for assessing the 
County Assembly’s ability to continue to sustain its services, disclosing, as applicable, 
matters related to sustainability of services and using the applicable basis of accounting 
unless Management is aware of the intention to dissolve the County Assembly or to cease 
operations. 
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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 County Assembly 
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 governance and risk management, and ensuring the adequacy and effectiveness of 
the control environment. 
 

Auditor-General’s Responsibilities for the Audit  
 

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 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 
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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 
County Assembly 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.  
 

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

 

CPA Nancy Gathungu, CBS 
AUDITOR-GENERAL 
 
Nairobi 
 
08 December, 2021 
 


