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REPORT OF THE AUDITOR-GENERAL ON KERIO VALLEY DEVELOPMENT 
AUTHORITY FOR THE YEAR ENDED 30 JUNE, 2020 

 
REPORT ON THE FINANCIAL STATEMENTS  
 
Qualified Opinion 
 
I have audited the accompanying financial statements of Kerio Valley Development 
Authority set out on pages 1 to 22, which comprise the statement of financial position as 
at 30 June, 2020, and the statement of financial performance, statement of changes in 
net assets, statement of cash flows and statement of comparison of budget and actual 
amounts 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 Kerio Valley Development Authority 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 (Accrual Basis) and 
comply with the Public Finance Management Act, 2012. 
 
Basis for Qualified Opinion 
 
1.0   Presentation, Accuracy and Completeness of the Financial Statements 

 
1.1   Presentation and Accuracy of the Financial Statements 
 
The financial statements submitted for audit had the following anomalies: 
 

i. The statement of financial performance for the year ended 30 June, 2020 and 
statement of financial position as at 30 June, 2020 reflects restated balances for 
the year ended 30 June, 2019. However, the financial statements did not include 
explanatory notes to explain the restatements or the prior year adjustments. 

ii. The statement of financial performance for the year ended 30 June, 2021 reflects 
operation expenses balance of Kshs.195,870,797 which, as disclosed in Note 17 
to the financial statements, includes amounts of Kshs.9,835,680, Kshs.25,112,830 
and Kshs.25,248,246 in respect of Tot Mango Factory, Honey Production and 
Weiwei Phase iii- Seed Maize Processing Plant and Farming respectively, all 
totaling to Kshs.60,196,756. The total amount of Kshs.60,196,756 was classified 
under operation expenses contrary to Paragraph 9 of IPSAS 18-Segment 
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Reporting which requires separate reporting for a distinguishable activity or group 
of activities of an entity. 

1.2   Contingent Liability 

As disclosed in Note 33 to the financial statements, the Authority has a contingent liability 
of Kshs.875,996 being money deposited as required by a court order to enable the 
Authority to make an appeal in a court case No.96 of 2013. Information available indicates 
that the Authority had another court case No. 54 of 2019 between the Former Managing 
Director and the Authority filed on 31 October, 2019 of which a ruling was delivered on            
4 February, 2022 and the claimant was awarded a total of Kshs.23,405,000.  However, 
the Authority did not disclose or provide for any contingent liability in respect of this case 
in the financial statements. 

Under the circumstances, the accuracy and of the financial statements for the year ended 
30 June, 2020 could not be ascertained.  
 
2.0   Cash and Cash Equivalents 

 
The statement of financial position for the year ended 30 June, 2020 reflects cash and 
cash equivalents balance of Kshs.750,507,440. However, review of the bank account 
statements, cashbooks and bank reconciliation statements related to the balance 
revealed that the Authority operated several dormant bank accounts within the year under 
audit. The dormant bank accounts as detailed below reflected no transactions for the 
whole year except for bank charges.  
  

Account Name 
Account  
No. 

Balance as at         
30 June, 2020  

(Kshs) 

KVDA Depreciation Account 1169786111 275,906 

KIDDP Account 1169785166 353,384 

KVDA Lake Turkana Region Account 1150365099 5,000 

KVDA Lake Turkwel Region Account 1138684031 0.80 

KVDA Lake Baringo Region Account 1138684007 34,709.15 

KVDA Kerio Region Account 1138683884 (1,904.90) 

KVDA Samburu Region Account 1148701583 0.00 

KVDA Machinery Account 1131849132 1,862,371.90 

Economic Stimulus Project Account 11697854192 675,568 

 
No explanation was provided for not closing the unnecessary dormant bank accounts to 
save on bank charges and commissions. 
 
3.0   Long Outstanding Receivables from Exchange Transactions 

The statement of financial position reflects receivables from exchange transactions 
balance of Kshs.52,344,176 which, as disclosed in Note 21(a) to the financial 
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statements, includes an amount of Kshs.2,707,767 relating to staff salary advances. The 
latter balance has been outstanding since 1998 and most of the concerned staff members 
are no longer in service. However, the Management did not disclose measures put in 
place to recover the funds from respective staff members. Further, no provision for 
doubtful debts has been made in the financial statements against the unrecoverable 
debts. 
 
In addition, a provision for bad debts of 15% has been made on the previous year salary 
advances amount of Kshs.3,185,608 which was not supported by a Debt Management 
Policy or Board resolutions. It was therefore not possible to confirm how the provision for 
bad debts of 15% was arrived at.  
 
Consequently, the accuracy, completeness and recoverability of receivables from 
exchange transactions balance of kshs.52,344,176 as at 30 June, 2020 could not be 
confirmed. 
 
4.0    Unsupported Receivable from Non - Exchange Transactions 

 
As disclosed in in Note 23 to the financial statements and as previously reported, the 
statement of financial position reflects a balance of Kshs.7,778,151,688 in respect of 
advance payments multi-purpose projects. The advance payments were made to 
contractors towards construction of Arror and Kimwarer multipurpose dams and were to 
be recovered by the Authority from subsequent payments of certified works. Physical 
verification revealed that the contractor was not on site and the projects have stalled. 
However, the Management has not made any provision for doubtful debts in respect of 
advance payments of Kshs.7,778,151,688.  

Consequently, the accuracy and recoverability of receivables from non - exchange 
transactions balance of Kshs.7,778,151,688 as at 30 June, 2020 could not be confirmed. 
 
5.0   Valuation of Biological Assets 

The statement of financial position reflects biological assets amounting to 
Kshs.13,540,570 which, as disclosed in Note 24 to the financial statements, comprised 
amounts of Kshs.9,960,570, Kshs.780,000 and Kshs.2,800,000 in respect of seedlings, 
animal goats and animal Sahiwal cattle respectively.  However, valuation reports of the 
biological assets as at 30 June, 2020 were not provide for audit review. Further, the 
overall increase of Kshs.3,093,800 in carrying amount of biological assets from 
Kshs.10,446,770 as at 30 June, 2019 to Kshs.13,540,570 as at 30 June, 2020 was not 
supported by a reconciliation statement. The increase has also not been accounted for 
under the statement of financial performance in line with International Public Sector 
Accounting Standard No 27.  
 
Consequently, the accuracy of the biological assets balance of Kshs.13,540,570 as at     
30 June, 2020 could not be confirmed. 
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6.0   Valuation of Property, Plant and Equipment 
 
As disclosed in Note 35 to the financial statements, the statement of financial position 
reflects a balance of Kshs.5,494,551,289 under property plant and equipment as at 30 
June, 2020 with a historical cost of Kshs.8,737,648,616. However, the Authority’s assets 
have not been revalued in accordance Paragraph 44 of IPSAS 17- property plant and 
equipment which states that revaluations shall be made with sufficient regularity to ensure 
that the carrying amount does not differ materially from that which would be determined 
using fair value at the reporting date. 

Consequently, the accuracy and completeness of property plant and equipment balance 
of Kshs.5,494,551,289 as at 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 Kerio Valley Development Authority 
Management in accordance with ISSAI 30 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 judgement, are of most 
significance in the audit of the financial statements. There were no key audit matters to 
report in the year under review. 
 
Other Matter 
 
1.0    Budgetary Control and Performance 

 
The statement of comparison of budget and actual amounts reflects final revenue budget 
and actual on comparable basis of Kshs.534,794,184 and Kshs.474,637,752 respectively 
resulting to an under-funding of Kshs.60,156,432 or 11% of the budget. Similarly, the 
statement reflects final expenditure budget and actual on comparable basis of 
Kshs.712,769,267 and Kshs.666,493,777 respectively resulting to an under expenditure 
of Kshs.46,275,490 or 6% of the budget. The under-funding and under-expenditure 
affected the planned activities and impacted negatively on service delivery to the public. 

 

2.0   Projects Implementation Status  
  
Verification of projects implementation status carried out in March, 2020 revealed that out 
of ten (10) projects with a total expenditure of Kshs.7,995,515,241, seven (7) projects 
with a total expenditure of Kshs.152,960,248 were complete while two (2) projects with a 
total expenditure of Kshs.64,403,305 were ongoing.  The other one (1) project in respect 
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of Kimwarer and Arror Multi-Purpose Dams with an expenditure of Kshs.7,778,151,688 
had stalled as detailed in Appendix I. 

3.0   Irrigation Projects 

Available information indicates that the Authority has developed and irrigated a total of 
4,345 acres of land out of 304,000 hectares available for irrigation. However, the 
Management has not put in place measures to ensure sustainability and maintenance of 
the irrigated land to ensure there is no wastage of public funds resulting from poor 
management of the irrigation schemes.  
 
4.0   Unresolved Prior Year Matters 

Various prior year audit issues remained unresolved as at 30 June, 2020. Management 
has not provided reasons for the delay in resolving the prior year audit issues. Further, 
the unresolved prior year issues are not disclosed under the progress on follow up of 
auditor’s recommendations section of the financial statements as required by the Public 
Sector Accounting Standards Board. 

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 
 
1.0   Personal Emoluments- Employee Costs 
 
The statement of financial performance reflects personal emoluments - employee costs 
balance of Kshs.106,702,741 for the year ended 30 June, 2020. The following 
unsatisfactory issues were observed: 
 
 
 
1.1   Non-Adherence to the National Cohesion and Integration Act, 2008 
 
During the year under review, the Authority had sixteen (16) Board Members and one 
hundred and thirty-nine (139) members of staff. However, eighty-eight (88) or 68% of 
permanent staff were from the dominant community, while five (5) or 50% of the senior 
management were from the dominant community. Further, six (6) or 38% out of the 
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sixteen (16) appointed Board Members were from the dominant community. This is 
contrary to Section 7 of the National Cohesion and Integration Act, 2008 which requires 
that all public establishments should seek to represent the diversity of the people of Kenya 
in the employment of staff and that no public establishment shall have more than one 
third of staff from the same ethnic community. 
 
Consequently, Management was in breach of the law. 
 
1.2   Lack of Policy on Engagement of Casuals 
 
Included in personal emoluments - employee costs balance of Kshs.106,702,741 is an 
amount of Kshs.1,462,454 paid to casual employees mainly engaged in management of 
seedlings and environmental conservation programmes. During the year under review, 
the Authority employed casuals for various projects but Management did not provide a 
management policy on engagement of casuals.  The Authority is therefore likely to lose 
funds through irregular hiring of casual employees. 
 
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 
 
1.0   Internal Audit Function – Staff Inadequacy 

 
During the year under review, the Authority had an Internal Audit Function in place with 
only two (2) officers compared to the approved staff establishment of seven (7) officers in 
various cadres resulting in shortfall of five (5) officers. This is contrary to Regulation 
155(2)(a) of the Public Finance Management (County Governments) Regulations, 2015, 
which requires an Accounting Officer to ensure that the organizational structure of the 
Internal Audit Unit facilitates the entity to accomplish its internal audit responsibilities.  



 
 
 
 

Report of the Auditor-General on Kerio Valley Development Authority for the year ended 30 June, 2020 

7 
 

 
The Management was in breach of regulations and the Internal Audit Department may 
not effectively carry out its mandate. 
 
2.0   Lack of an Inventory Management Policy 

The statement of financial position reflects inventory balance of Kshs.19,429,004 which, 
as disclosed in Note 22 to the financial statements, comprise of processed honey, crude 
and semi proceeded honey, building and plumbing, spare parts, bee hives and honey 
equipment, tools and equipment, farm inputs, stationery, Agro-vet (livestock), farm 
products and general stores. However, the Authority does not have an Inventory 
Management Policy to provide formal guidance on the management of inventory. 
 
Consequently, the Authority is likely to lose its inventory through wastages and poor 
accountability of the inventory. 
 
3.0   Trade and Other Payables from Exchange Transactions  

The statement of financial position reflects trade and other payables from exchange 
transactions balance of Kshs.37,394,646 which, as disclosed in Note 22 to the financial 
statements, includes an amount of Kshs.11,669,655 in respect of creditors (Recurrent 
account). The latter balance includes an amount of Kshs.11,182,135 due from two 
creditors which has been outstanding for over 120 days. Delay in settlement of liabilities 
may expose the authority to litigations by creditors. 
 
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 Board of Directors  
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Public Sector Accounting Standards (Accrual 
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 
Authority’s ability to continue to sustain services, disclosing, as applicable, matters related 
to sustainability of services and using applicable basis of accounting unless Management 
is aware of the intention to terminate the Authority 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. 
 
The Board of Directors is responsible for overseeing the financial reporting process, 
reviewing the effectiveness of how the Authority 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  
 
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 
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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.  
 

 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 Authority’s ability to continue as 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 Authority 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 Authority 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 
 
15 June, 2022 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Appendix I- Projects Implementation Status 

No. Project Name Budgeted Amount 

Actual 
Expenditure to-

Date Verification Remarks 

   Kshs. Kshs.  

1. Napuu Centre Pivot 
Irrigation Project-
Installation of Solar 
panels power 

71,428,000 57,465,720 The solar panels have 
been installed and the 
attendant electrical units 
installed   and power 
produced is already in use 
for pumping water. 

2. Lomut Irrigation 
Project 

70,000,000 49,668,857 The project is based in 
West Pokot County and 
involves delivering water 
by gravity to farmers 
downfield for Farming-
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Appendix I- Projects Implementation Status 

No. Project Name Budgeted Amount 

Actual 
Expenditure to-

Date Verification Remarks 

   Kshs. Kshs.  

Construction of the intake 
on-going, laying of pipes 
complete and construction 
of coagulation tanks 
complete. The project is 
about 70% complete 

3. Wei Wei Irrigation 
Project Phase 3 

45,000,000 25,248,246 The project is based in 
west Pokot county and 
involves delivering water 
by gravity to farmers for 
farming purposes. This 
expenditure was for 
fencing round the farming 
area with a chain link and 
metal bars and by the time 
of verification in the month 
of May 2021, the fencing 
had been done and 
completed. 

4. Mango Value Chain 
Project 

16,000,000 9,835,680 This project is based in Tot 
in Elgeyo Marakwet County 
and involved installation of 
additional components into 
an existing factory that 
processes mangoes into 
packed juice. We verified 
that the factory was 
functional and the juice 
products were already in 
shops. 

5. Chepkum Irrigation 
Project 

27,475,083 14,734,448 This project is based at 
Chepkum, east Pokot, 
Baringo County and 
involves delivering water 
by gravity from higher 
sources to lower grounds 
for farmers to irrigate their 
crops and by the time of 
audit, pipes had been laid 
but other works on-going 

6. Lower Turkwel 
Project 

5,000,000 6,836,795 This project involved an 
overhaul of electrical 
installations at the Turkwel 
Multipurpose Dam which 
had been vandalized. We 
verified that the works had 
been completed. 

7 Honey Value Chain 
project 

27,000,000 25,112,830 This project entailed 
installation of machineries 
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Appendix I- Projects Implementation Status 

No. Project Name Budgeted Amount 

Actual 
Expenditure to-

Date Verification Remarks 

   Kshs. Kshs.  

involved with honey 
processing in Baringo 
County and the factory was 
found to be completed and 
in use. 

8. Pasture 
Development Project 

8,000,000 7,568,221 This project involved 
development and 
production of pasture seed 
at Marigat, Baringo County 
to help the Authority with its 
livestock at Chemeron, 
Baringo County and 
livestock farmers. The 
project is complete and in 
use. 

9. KVDA Plaza Lift 
Replacements 

30,000,000 20,892,756 The lifts have been 
delivered, installed and in 
use 

10. Kimwarer and Arror 
Multi-Purpose Dams 

51,854,344,692 7,778,151,688 As reported in the previous 
year, the project is still 
stalled and nothing 
changed in the current 
year. 

Total 
 52,154,247,775 7,995,515,241  

 
 
 


