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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF BUNGOMA 
FOR THE YEAR ENDED 30 JUNE, 2020 

 
REPORT ON THE FINANCIAL STATEMENTS  
 

Qualified Opinion 
 

I have audited the accompanying financial statements of County Executive of Bungoma 
set out on pages 1 to 59, which comprise the statement of assets and liabilities as at           
30 June, 2020, and the statement of receipts and payments, statement of cash flows, 
summary statements 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, except for the effect of the matters 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 Executive of Bungoma 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 
 

Variances Between Financial Statements and IFMIS Records 

The following balances reflected in the financial statements were at variance with the 
balances reflected in the County Executive's Integrated Financial Management 
Information System (IFMIS) generated financial statements as detailed below:  
 

  

Amount as per 
Financial 

Statements 
(Kshs.) 

Amount as per 
IFMIS Records 

(Kshs.) 
Variance 

(Kshs.) 

Receipts 10,298,407,290 11,005,028,247 (706,620,957) 

Compensation of Employees 4,575,821,138 4,538,978,422 36,842,716 

Use of Goods and Services 2,435,568,065 2,149,490,157 286,077,908 

Transfers to Other 
Government Units 

1,022,394,769 1,346,181,217 (323,786,448) 

Other Grants and Transfers 1,405,248,658 170,000,000 1,235,248,658 

Acquisition of Assets 1,433,943,390 1,433,351,067 592,323 

Other Payments 298,106,780 285,956,485 12,150,295 

Assets 1,525,797,831 5,029,414,775 (3,503,616,944) 

Liabilities 245,929,312 4,512,137,396 (4,266,208,084) 

Fund Balance 1,279,868,520 4,559,328,099 (3,279,459,579) 

 

The Management has attributed the above variances to the non-operational cash 
management module, mis-posting of revenues captured in IFMIS to the ledger and use 
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of journal entries to record most of the use of goods and services expenditures relating 
to health facilities and dispensaries. 
 

Under the circumstances, the accuracy and completeness of the balances reflected in 
the financial statements 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 Executive of Bungoma 
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. 
 

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 are no 
key audit matters to communicate in my report. 
 
Other Matter 

1. Budgetary Control and Performance  

The summary statement of appropriation - recurrent and development combined reflects 
an approved revenue budget of Kshs.13,836,129,303 against actual receipts of 
Kshs.10,298,407,291, resulting in an overall net under collection of Kshs.3,537,722,013 
or 26%. Similarly, the statement reflects an approved expenditure budget of 
Kshs.13,836,129,303 against actual expenditure of Kshs.11,186,957,978, resulting to 
an overall under expenditure of Kshs.2,649,171,925 or 19%. The underfunding and 
underperformance constrained execution of planned activities and delivery of services 
to the residents of Bungoma County. 

2. Late Exchequer Releases  

During the year under review, the County Executive of Bungoma had budgeted for 
Exchequer releases of Kshs.10,846,450,004 but received a total of Kshs.9,184,320,428, 
out of which Exchequer releases totalling Kshs.2,351,512,079 were released in the 
month of June and July, 2020 as shown below: 
 
 

Date Received EFT No. 
 Amount  

(Kshs.) 

04 June, 2020 FT20156HR2YS          933,833,250  

24 June, 2020 FT20176TLKYR          800,428,500  

15 June, 2020 FT2016750P2W            13,359,375  

30 June, 2020 FT20182FZLV1              9,975,000  

04 June, 2020 FT20156KT84R            26,964,149  

04 June, 2020 FT20156X8TP6            32,837,307  

02 July, 2020 FT201848HS1B              8,800,000  

02 July, 2020 FT201844CBWR          215,270,498  
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04 June, 2020 FT20156G3KXH          213,714,000  

06 July, 2020 FT20188PB7Z8            66,330,000  

02 July, 2020 FT201840F18C            30,000,000  

Total         2,351,512,079  
 

As a result of the delayed receipt of funds, the County Executive did not have sufficient 
time to absorb its total budget for the year. 
 

3. Pending Bills 
 

As disclosed in Note 7.9(1) and Annex 2 to the financial statements, the County 
Executive had pending bills totalling Kshs.322,771,151 which were due to suppliers of 
goods and services as at 30 June, 2020. The balance includes long outstanding 
payables of Kshs.47,584,498 dating from 15 September, 2012 to 31 December, 2019. 
Further, pending bills amounting to Kshs.7,817,181 settled during  the year under review 
were not in the lists of pending bills for 2017/2018 and 2018/2019 financial years. Failure 
to settle pending bills in the year to which they relate affects the budget for the following 
year and may attract penalties and interest in case of litigations. 
 

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. Projects Implementation Performance  
 

During the financial year under review, the County Executive was to implement a total 
of 437 projects or programmes with a total budget of Kshs.11,048,122,237 by different 
sectors. However, analysis of the projects implementation performance indicated that 
thirty-eight (38) or 9% of the projects had not started, two hundred and thirty-five (235) 
or 54% projects were on-going, eleven (11) or 3% projects had been halted, fifteen (15) 
or 3% of the projects, though complete, had defects, and one hundred and thirty-eight 
(138) or 32% of the projects had been completed.  
Under the circumstances, the County Executive may not have achieved its targets as 
approved by the County Assembly hence service delivery may not be fully realized by 
the residents of Bungoma County. 

2. Long Outstanding Imprests 

The statement of assets and liabilities reflects an accounts receivables – outstanding 
imprests balance of Kshs.67,189,354 as at 30 June, 2020. Review of the position on           
15 December, 2020 indicated that imprests totalling Kshs.8,936,000 had been 
accounted for, leaving a balance of Kshs.58,253,354 still outstanding. This is contrary 
to Regulation 93(5) of the Public Finance Management (County Governments) 
Regulations, 2015 which requires imprest holders to surrender or account for imprests 
within seven working days after returning to duty station. 
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In the circumstances, Management was in breach of the law.  

3. Non-Compliance with Public Finance Management Fiscal Responsibility 
Principles  

The statement of receipts and payments reflects total expenditure of 
Kshs.11,186,957,378 which comprised of recurrent and development expenditure of 
Kshs.8,602,595,740 and Kshs.2,584,361,638, respectively. However, development 
expenditure accounted for 23% of the total expenditure which is below the 30% 
threshold stipulated by Section 25(1)(g) of the Public Finance Management (County 
Governments) Regulations, 2015. 
 

Further, the statement reflects an expenditure of Kshs.4,575,821,138 under 
compensation of employees which is 44% of the actual total revenue for the year of 
Kshs.10,298,407,291. This is contrary to the maximum limit of 35% set under Section 
25(1)(b) of the Public Finance Management (County Governments) Regulations, 2015. 

The Management was, therefore, in breach of the law. 
 

4. Failure to Submit Revenue Statements for Audit 

Information available indicates that the receiver of revenue for the County Government 
of Bungoma did not prepare and submit the quarterly and annual revenue statements 
as required by Sections 158 and 165 of the Public Finance Management Act, 2012. The 
statements and information not availed included the following:  

a) Statement of receipts and disbursements  
 

b) Statement of arrears of revenue, classified by financial year; 
 

c) Reasons for material differences between approved estimates and the actual 
revenue collected.  

 

d) The actual revenue received by the receiver and transmitted to the county 
exchequer account; 

 

e) The actual revenue received by the receiver and not transmitted to the county 
exchequer account;   

 
f) A responsibility statement by the receiver of revenue on the revenue statement. 

Consequently, Management was in breach of the law. 

5. Compensation of Employees 
 

5.1 Non-Adherence to One Third Basic Salary Rule 

Analysis of the payrolls revealed that one hundred and seventeen (117) employees drew 
net salary that was below one third of their basic pay contrary to Section 19(3) of the 
Employment Act, 2007 which requires that the total amount of all deductions which may 
be made by an employer from the wages of his employee at any one time shall not 
exceed two-thirds of the basic pay. 
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In the circumstance, the Management is in breach of the law. 
 

5.2 Engagement of Temporary Workers  

During the year under review, the County Executive spent an amount of 
Kshs.242,671,993 on basic wages of temporary employees, an increase of 
Kshs.64,587,778 from the previous year’s expenditure of Kshs.178,084,215. However, 
scrutiny of employees records revealed that out of the expenditure of Kshs.242,671,993, 
an amount of Kshs.235,888,852 was not supported with the following documents: 
 

i) Evidence of how the temporary employees were hired, the work for which they 
were hired, and their terms and conditions of services.  
 

ii) Muster roll showing attendances of casual work.  
 

iii) Approval by the County Public Services Board, authorizing Departments to recruit 
casual employees.  

 

iv) Listing of all temporary workers engaged by various Departments. 

In the circumstance, the Management is in breach of the law. 
 
5.3 Over-Employment of People from the Dominant Ethnic Community 

Review of human resource records revealed 5,205 or 84% of all the County Executive’s 
employees were from the dominant local community in the County. This is contrary to 
the provisions of the National Cohesion and Integration Act, 2008 which stipulates that 
at least 30% of employees should be from communities other than the dominant one.   

Consequently, the Management is in breach of the law. 
 

6. Payment of Legal Dues/Fees 

Information available indicates that the Department of County Secretary paid five (5) 
legal firms legal dues/fees totaling Kshs.8,001,644 for representing the County 
Executive in various cases during year under review. However, the following anomalies 
were noted: 

a) Two (2) of the legal firms were not in the list of prequalified firms to provide legal 
services to the County Government. Management indicated that one of the legal 
firms was prequalified by the defunct County Council of Bungoma and Municipal 
Council of Bungoma, while the other was prequalified in the year 2014. 
 

b) Further, Management did not provide details of how the legal fees/dues totalling to 
Kshs.8,001,644 were arrived at and the current status of the cases involving the 
County Government. 

In the circumstances, the County Government may not have received value for money 
totalling Kshs.8,001,644 incurred on legal services. 
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7. Construction of Ward Offices 

During the year under review, the Department of Public Service Management and 
Administration implemented several Ward Offices construction projects which included 
three projects costing a total of Kshs.12,274,440. However, the following anomalies 
were noted;  

 

Project Name 
Cost  

(Kshs.) Findings 

Ward Administrators 
Offices in Soysambu, 
Tongaren and Ndalu 
Wards 

7,500,000 - Land had no title deed,  
- Fencing not done, 
- Offices not complete  
 

Management indicated, without providing 
documentary evidence, that the process of 
acquiring title deeds was ongoing and that the 
office at Tongaren was complete and in use. 

Ward Administrators 
Offices in Maraka, Ndivisi 
and Mihuu Wards 

3,887,248 - Land had no title deed  
- Project stalled 
 

Management indicated that the Maraka and 
Ndivisi offices were complete and in use, while 
Mihuu office was 90% complete, but did not 
provide documentary evidence to support the 
explanation. 

Ward Administrators 
Offices in Misikhu and 
Bokoli Wards 

887,192 - Land had no title deed  
- Project stalled  

 

Management explained without providing 
documentary evidence, that the project had 
been delayed by a court case and was 75% 
complete. 

Total 12,274,440  

  
In the circumstances, the County Executive may not have received value for money on 
the expenditure of Kshs.12,274,440.  

8. Supply and Installation of Networking Equipment and CCTVs 

During the financial year 2017/2018, the Department of Public Service Management and 
Administration awarded a tender for supply, delivery and installation of networking 
equipment and closed circuit televisions (CCTVs). The tender was awarded to a local 
firm at a contract sum of Kshs.10,832,178 and was fully paid as at 30 June, 2020. 
However, the audit of the contract, in October, 2020 revealed the following anomalies: 
 

a) The networking items were not tagged. 
 

b) The networking equipment installed in the Departments of Environment, Water and 
Tourism; and Agriculture, Livestock, Fisheries, and Cooperative Development 
were not working, due to a damaged router. 
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In view of the foregoing, the County Executive may not have obtained value for money 
on the expenditure of Kshs.10,832,178 and the purpose for which the equipment and 
CCTVs were procured may not be achieved. 

9. Delayed Completion of High Altitude Training Centre in Mt. Elgon Sub-County 

A local contractor was awarded a tender for proposed completion of the High Altitude 
Training Center in Mt. Elgon Sub-County at a contract sum of Kshs.37,068,629. The 
contract commenced on 11 April, 2016 and was expected to be completed on                          
12 December, 2016. As at the time of audit in October, 2020, the contractor had been 
paid Kshs.14,606,224. However, audit inspection revealed that the project was not 
complete, despite several extensions of the contract period. Further, ownership 
documents for the parcel of land on which the Training Centre stands were not provided 
for audit review. 
 

In the circumstances, the County Executive may not have received value for money on 
the expenditure of Kshs.14,606,224 and the Training Centre may not be completed to 
benefit the residents of Bungoma County.  

10. Delayed Completion of Market Stalls 

On 2 May, 2020, the Department of Trade, Energy and Industrialization engaged a local 
Technical Training Institute to supply and fabricate 50 modern market stalls in Bungoma 
Town at a total cost of Kshs.9,500,400. The stalls were to be made from ten (10) 
containers, with each container accommodating five (5) stalls. The work was to 
commence on 2 May, 2020 and end on 30 September, 2020, a period of five months. 
However, the following was noted; 

(i) As at the time of audit on 16 October, 2020, the Department had paid a total of 
Kshs.5,700,240 to the Institute. However, physical verification carried out on                   
16 October, 2020 revealed that no single-stall had been erected. Management 
attributed the delay in constructing the stalls to inability by the Institute to transport 
containers from Mombasa during the lock-down period brought about by the Covid-
19 pandemic and delay in receiving funds from the Exchequer.  

(ii) An audit inspection of the project on 26 January, 2021 revealed that out of the ten 
containers (fifty stalls), eight containers (forty stalls) had been supplied and partly 
fabricated, while two containers (ten stalls) had not been supplied.  

(iii) Further, out of the forty stalls supplied, thirty had been installed at two sites, one 
site with four containers (twenty stalls) and the other site with two containers (ten 
stalls). However, the latter ten stalls had been occupied by homeless boys. 

(iv) The remaining two containers (ten stalls) had not been installed and were lying idle. 
Management explained that the site where these ten stalls and the ten not yet 
delivered were to be installed had dispute and therefore, the Department was 
looking for an alternative site. 

In the circumstances, the County Executive may not receive value for money on the 
expenditure Kshs.5,700,240 and the targeted traders may not benefit from the project. 
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11. Non-Operational Market Sheds 

During the year under review, the County Executive, through the Department of Trade, 
Energy and Industrialization, awarded a local company contracts to construct two (2) 
Mama Mboga Sheds at Bukembe Market at a cost of Kshs.1,116,312 and three (3) 
Mama Mboga Sheds at Malakisi Market at a cost of Kshs.1,430,423.  The contract 
periods were 60 days and 90 days respectively and the total contract sum of 
Kshs.2,546,735 was paid to the contractor. During field verification exercise, it was 
observed that although the Mama Mboga Sheds existed, they were not being used by 
the intended beneficiaries because they did not have walls as well as merchandise 
worktops. Instead, the traders were using their own makeshift stalls at the roadside. 
Management indicated that the walls and merchandise worktops were not part of the 
work procured but did not clarify why they were excluded. 
 
In the circumstances, the purpose for which the sheds were constructed may not have 
been achieved and the expenditure of Kshs.2,546,735 may have been a waste of public 
resources. 

12. Non-Operational Water Projects 

During the year under review, the County Government awarded contracts for drilling of 
three boreholes to three contractors at a total cost of Kshs.8,481,061 as detailed below:  

 

Project Name 
Payment 
Voucher No. 

Amount 
(Kshs.) 

Mwibale, Sikalame and Mwikhupo 280 3,662,018 

Bukembe market borehole 245 3,176,970 

Sangalo market borehole 248 1,642,072 

Total  8,481,060 

  
Review of water analysis report and physical verification of the boreholes conducted on 
15 October, 2020, revealed that although the boreholes had been sunk and the hand 
pumps installed, the water that was flowing therefrom was contaminated and was, 
therefore, not fit for human consumption. Management indicated that the County 
Executive had engaged chemists from Nzoia Water and Sanitation Company Limited to 
purify the water. 

 
In the circumstances, the County Executive may not obtain value for money in the 
expenditure of Kshs.8,481,060 and the intended purpose of the boreholes may not be 
achieved. 

13. Chebukwabi-Kibingei Water Project 
 

The County Executive through the Department of Environment, Water and Tourism 
signed three interlinked contracts with a local company to construct intake, pipeline, and 
two water tanks (100m3) at Kamuneru and Sambocho and Kamuneru Sacho community 
water project at a total cost of Kshs.50,589,665 as detailed below: 
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Details Tender No. 
Amount 
(Kshs.) 

Construction of intake pipeline and 
tanks at Chebukwabi-Kibingei water 
project 

BGM/CNTY/OT/WTR/96/
2017-2018 

38,390,917 

Construction of Sambocho water 
project 

BGM/CNTY/WTR/DT/291
/2018-2019 

4,964,000 

Kamuneru Sacho Community water 
project 

BGM/CNTY/WTR/127/20
17-2018 

7,243,748 

Total  50,598,665 

 
As at the time of audit inspection on 15 October, 2020, the contractor had been paid a 
total of Kshs.48,890,169.  It was also observed that the intake was complete with the 
pipeline running up to the tank at Kamuneru and another one up to the tank at 
Sambocho. However, the water was not flowing and Management attributed lack of flow 
of water to vandalism of pipeline, control valves and air valves said to be perpetrated by 
the neighbouring communities of Sambocho and Kamuneru.  
 

In view of the foregoing, the County Executive may not obtain value for money on the 
expenditure of Kshs.48,890,169 and the residents of Kamuneru and Sambocho may not 
get the expected water. 

14. Land Procured Without Ownership Documents 

The summary of fixed assets register, at Annex 5 to the financial statements, indicates 
that the County Executive had land costing Kshs.11,724,035,015 as at 30 June, 2020, 
which includes land valued at Kshs.40,910,000 acquired during the year under review. 
However, the following audit issues were noted: 

14.1 Purchase of 12 Parcels of Land   

The Department  of Lands, Urban Physical Planning and Housing purchased twelve (12) 
parcels of land during the year ended 30 June, 2020 at a total cost of Kshs.20,550,000. 
However, information provided indicates that the Department did not have ownership 
documents for all the parcels of land. Further, the Department did not budget for 
administrative costs which would have been used to cover valuation fees, survey fees, 
stamp duty, registration fees, laying of beacons, and fencing/securing charges. 
Management indicated that the process of acquiring title deeds for the parcels of land 
was on-going while administrative costs of Kshs.7,460,000 were factored in the 
2020/2021 budget. 
 

14.2 Purchase of 3 Acres of Land  

The Department of Environment, Water and Tourism purchased three (3) acres of land 
at Chepyuk Phase I Settlement Scheme/1262, under Korea International Cooperation 
Agency (KOICA) project at a cost of Kshs.1,800,000. Management explained that the 
land was acquired from beneficiaries of the Settlement Scheme who did not have title 
deeds but were issued with allotment letters. However, copies of the allotment letter in 
respect of the 3 acres of land purchased was not provided for audit verification. 
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In the absence of the title deed and allotment letter, the ownership of land costing 
Kshs.22,350,000 could not be confirmed. 

15. Upgrading of Misikhu-Naitiri-Brigadier Road 

The Department of Roads, Infrastructure and Public Works awarded a contract for the 
upgrading of forty (40) km Misikhu-Naitiri-Brigadie Road to a construction company at a 
contract sum of Kshs.1,115,939,198. Available documents indicated that out of the 
contract sum of Kshs.1,115,939,198, the National Government was to contribute 
Kshs.700,000,000, while the balance of Kshs.415,939,198 was to be met by the County 
Government of Bungoma. The scope of work entailed site clearance and demolition, 
earth works, excavation and filling for structures, culverts and drainage works, passage 
of traffic, natural material base and sub-base, bituminous surface treatment and 
surfaces dressing, concrete works and road furniture repair and maintenances. The 
contract period was twenty-four months, from 19 December, 2016 to 19 December, 
2018. The completion date was later extended by eleven (11) months twice to November 
2020. As at 30 June, 2020, payments on contract amounted to Kshs.617,538,270, 
representing 55% of contract sum. However, the audit of the project revealed the 
following unsatisfactory matters:  

a) The Kshs.700,000,000 expected from the National Government had not been 
received as at 30 June, 2020, which adversely affected implementation of the 
project. Management indicated that the National Government had factored 
Kshs.200,000,000 in the budget of the Kenya Rural Roads Authority. It was also 
explained that the contract for the section of the road that had not been undertaken 
was to be terminated and re-advertised by KeRRA. 
 

b) Physical inspection of the road on 11 October, 2020 revealed the following: 

 

i) Only 18.65Km of the road had been tarmacked.  
 

ii) The contractor had partially done earthwork on 2.2Km of the untarmacked section 
which was impassable due to heavy rains. 

 

iii) The contactor was not on site and no material or workers were seen at the site, an 
indication of no work in progress. Management explained that this was due to 
ongoing discussions between the National Government and County Government 
on completion of the remaining section of the road. 

 

iv) There were no road signage. According to Management, the road signage had 
been installed but were later vandalized. 
 

v) The culvert and drainage work had not been done beyond the first 10km of the 
road because the quantities provided in the Bills of Quantities were exhausted.  

 

vi) Some sections of road had started developing potholes as result of use of the road 
by heavier trucks than intended in the design of the road. 

 

vii) Stone pitching indicated in the Bills of Quantities was poorly done on a section of 
the road, while it had not been done on other sections due to exhaustion of 
quantities provided in the Bills of Quantities. 
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In view of the foregoing, it may take a long period of time for the residents of Bungoma 
County to fully benefit from the road and the County Executive may not achieve value 
for money from the expenditure of Kshs.617,538,270.  

16. Non-Operational Generators  

The Department of Health and Sanitation procured 7 generators consisting of five (5) 
11KV generators for Sinoko Hospital, Kimilili Hospital, Mechimeru Health Centre, 
Bumula Sub-County Hospital and Sirisia Sub-County Hospital and two (2) 20KV 
generators for Kapsokwony and Chwele Sub-County Hospitals. The contract for supply 
of the generators was awarded to a local company which was paid Kshs.9,460,690 on 
16 June, 2020. Physical inspection carried out in October, 2020 revealed that the 
generators were not operational, which Management attributed to failure by the health 
facilities to install 3-phase power supply since the generators were to be on standby in 
case of power outage.  
 

In the circumstances, the Department may not have received value for money for the 
expenditure of Kshs.9,460,690 and the people of Bungoma County may not obtain 
services efficiently from the hospitals as intended due to lack of reliable electric power. 

17. Un-Procedural Borrowings - Department of Health and Sanitation 
 

a) The County Executive, through the Department of Health and Sanitation, 
borrowed Kshs.51,068,602 from Bungoma County Referral Hospital over a 
period stretching from 3 June, 2015 to 24 March, 2020. The borrowed funds were 
in form of temporary imprests issued to the staff of the County Executive for 
various reasons, including Covid-19 pandemic awareness campaign. However, 
it was not clarified why the borrowed amount was not first received in the County 
Treasury accounts before being paid out as imprests. Further, available records 
indicated that as at 30 June, 2020, only Kshs.15,208,719 had been refunded to 
the Hospital, while the balance of Kshs.35,859,883 had not been refunded. 
Management indicated, that out the outstanding amount of Kshs.35,859,883, 
Kshs.28,000,000  was refunded through purchase of specialized materials for the 
hospital. In addition, the imprest warrants and supporting documents for 
Kshs.51,068,602 were not provided for audit verification.  

 

b) The County Executive, through the Department of Health and Sanitation, 
borrowed Kshs.6,598,100 from Webuye Sub-County Hospital through temporary 
imprests issued to several officers of the County Executive to facilitate County 
activities, despite the County Executive having its own budget lines and 
Exchequer funding. Further, it was not clarified why the borrowed amount was 
not first received in the County Treasury accounts before being paid out as 
imprests. In addition, the imprest warrants and surrender vouchers for 
Kshs.6,598,100 were not provided for audit verification and although a sum of 
Kshs.2,744,880 had been refunded to the Hospital as at 30 June, 2020, the 
balance of Kshs.3,853,220 was still outstanding.  

 

In the circumstances, the County Executive may not have obtained value for money on 
the expenditure of Kshs.57,666,702 and the outstanding amounts of Kshs.39,713,103 
may not be refunded to the hospitals, which may adversely affect service delivery by the 
two hospitals.  
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18. Stalled and Non-Operational Projects 
 

Physical audit verification of a sample of eight (8) projects with a budget of 
Kshs.94,535,078 and actual expenditure of Kshs.75,147,848 under the Department of 
Health and Sanitation revealed the following unsatisfactory implementation status: 
 

Project Name 
Location of 
the Project 

Budget 
(Kshs.) 

Expenditure 
(Kshs.) 

Absorption   
(%) 

Status as at 
10/12/2020 Comments 

Construction of 
Maternal/Child Ward 
Block at Bungoma 
County Referral 
Hospital 

BCRH 25,045,531 25,045,531 100 48% 
Complete 

Stalled 
(contractor 
not on site) 
despite full 
payment 

Construction of 
Maternal/Child Ward 
Block at Sirisia 
Hospital 

Sirisia Hospital 35,000,000 24,678,258 71 45% 
Complete 

Stalled 
(contractor 
not on site) 

Supply of seven 
generators to seven 
health facilities 

Bumula, 
kimilili, sinoko 
mechimeru, 
Kapsokwony 
Sirisia Chwele 

9,870,200 9,460,691 96 100% 
Complete 

Not 
operational. 
Power 
supply to be 
upgraded to 
3 -phase. 

Construction of 
Makunga dispensary 

Makunga 
dispensary 

3,939,580 1,898,069 48 70% 
Complete 

Complete 
but not 
operational 
due to lack 
of personnel 
and 
equipment. 
No 
ownership 
documents 
for land. 

Erection and 
completion of 
dispensary and 2 
door pit latrine 

Mukuyuni 
dispensary 

3,216,773 3,216,773 100 100%   
Complete 

Not 
operational 
because of 
lack of 
personnel 
and toilets 

Construction of 
Kabula market 
modern tilets 

Kabula 2,295,849 1,606,507 70 Taslim 
Global 
Ventures Ltd 

Stalled 
project 
because the 
contractor 
has not 
been paid 
2nd 
certificate. 

Construction of 
Mechimeru maternity 
wing 

Mechimeru 2,157,145 2,151,080 100 100% 
Complete 

Non-
operational 
with defects 
such as 
hanging 
doors and 
poor 
painting and 
no drainage 

Purchase of medical 
equipment for 
casualty wing at 
BCRH 

Bungoma 13,010,000 7,090,940 55 50% 
Complete 

Complete 
but not 
operational 
due to lack 
of 
equipment. 

Total  94,535,078 75,147,848 79   
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In the circumstances, the County Executive may not have received value for money on 
the expenditure of Kshs.75,147,848 and residents of Bungoma County may not benefit 
from these projects. 

19. Sub-Standard Works at Kamasielo and Kamuneru Primary Schools 

The Department of Education and Vocational Training contracted two local companies 
to construct Early Childhood Development (ECD) classrooms at Kamasielo Primary 
School (Kimaeti) and Kamuneru Primary School (Mt. Elgon) at costs of Kshs.2,373,810 
and Kshs.1,673,340 respectively, for each classroom both totaling Kshs.4,047,150. As 
at 30 June, 2020, the two contractors had been paid Kshs.631,005 and Kshs.1,670,851 
respectively, both amounting to Kshs.2,301,856. Physical inspection of the projects 
carried out in October, 2020 revealed the following; 

(i) Flooring of the classrooms was poorly done and did not conform to the 
specifications in the Bills of Quantities.  
 

(ii) Further, the high cement sand screed skirting with rounded junction, wall 
finishing and coved junction had started chipping and cracking. Management 
indicated that the contractor would not be paid the remaining amount until they 
completed work. 

Consequently, the County Executive may not have received value for money on the 
expenditure of Kshs.2,301,856. 

20. Incomplete Works on Construction of Classrooms 

In the year 2018/2019, the Department of Education and Vocational Training awarded 
a contract for construction of one classroom each in Toroso and Kimambole 
Polytechnics to a local contractor at a contract sum of Kshs.5,819,220. Site visits done 
in October, 2020 revealed that the two classrooms were not complete and the contractor 
had left the sites without providing explanation, after being paid Kshs.2,750,383. 

Consequently, the County Executive may not have received value for money on the 
expenditure of Kshs.2,750,383 and the students of Toroso and Kimambole polytechnics 
may not enjoy decent learning environment as planned. 

21. Stalled and Non-Operational Projects 

a) During the year 2018/2019, the Department of Agriculture, Livestock, Fisheries and 
Cooperative Development awarded a tender for the proposed construction of a 
chicken production unit at Mabanga Agricultural Training College (ATC) to a local 
company at a contract sum of Kshs.2,556,375.   A payment of Kshs.1,063,888 was 
made to the Contractor on 2 June, 2020. However, physical audit inspection of the 
project in October, 2020 revealed that the project, though complete, was not 
operational. Management indicated that the project was not operational because 
the Department had not yet purchased the chickens. 
 

b) The Department also awarded a tender for the proposed erection and completion 
of a zero grazing unit at Mabanga ATC to a local company at a contract sum of 
Kshs.2,112,307. A payment of Kshs.1,142,971 was made to the Contractor on 19 
March, 2020. However, physical audit inspection of the project in October, 2020 
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revealed that the project had stalled due to existence of gaps in the Bills of 
Quantities prepared by the Department of Works.  

 

Consequently, the County Executive may not receive value for money from the 
payments Kshs.2,206,859 and residents of Bungoma County may not receive benefits 
from the two projects as planned. 

22. Purchase and Distribution of Maize Seeds to County Wards 
 

Information available indicates that the Department of Agriculture, Livestock, Fisheries 
and Co-operative Development purchased 7,274 bags of maize seeds - Western Seed 
Varieties (WS) Hybrids at unit price of Kshs.2,500 for Kshs.18,185,000 which was paid 
on 16 June, 2020. The seeds were delivered to all the 45 wards of Bungoma County. 
However, the supplier was identified through direct method of procurement and no 
convincing reasons were provided to satisfy the conditions specified in Section 103(2) 
of the Public Procurement and Asset Disposal Act, 2015 for using this procurement 
method. 

In the circumstances, the County Executive was in breach of law. 

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 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 matter 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 

Internal Control Weakness in Health Facilities 

During the year under review, the County Executive, through the Department of Health 
and Sanitation, spent an amount of Kshs.269,705,782 on specialized materials and 
supplies which included medical drugs, lab reagents, equipment, dressing and other 
non-pharmaceutical items. During audit inspection of health facilities in the County, the 
following internal control weaknesses were noted: 

a) Bungoma County Referrals Hospital (BCRH) had a very small store and supplies 
procured by the Department and the Hospital were crammed there in such a way 
that it was very difficult to trace an item. Management indicated that construction 
of a commodity store had been initiated. 
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b) BCRH procured a Health Management Information System to facilitate the smooth 
running of the Hospital. However, the store module was not fully operational. 

 
c) In the Sirisia Sub-County Hospital, the store’s records were not properly kept and 

the balances in the ledgers were not matching the actual balances in the stores. 
For instance, the bin cards for catheters and urine bags and Canular gauges had 
balances of 615 and 1820, while the actual balances in the store were 21 and 24 
respectively.  

 

d) Bumula Sub-County Hospital did not have a fuel register. 
 

The weaknesses noted may lead to irregularities and losses in the Department, which 
may lead to loss of public funds. 

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 overall 
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 Executive’s ability to sustain 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 Executive or to cease 
operations. 
 

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 Executive 
of Bungoma 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. 
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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 based on 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 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 Executive 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 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 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 
 

28 October, 2021 

 


