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COUNTY ASSEMBLY OF NYAMIRA
Reports and Financial Statements
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1. ‘FORWARD BY THE CLERK OF THE ASSEMBLY

The County Assembly spent Kshs.428,737,274 during the year under review as recurrent

expendinires. Kshs. 71,604,337 allocated for Developiient expenditure was however not spent

and transferredto various County Departments during the Supplementary Budger estimates
on Mareh, 2016. A total of Kshs. 256million was spent-on Compensation aof employees while

| Kshs. 152.6million was utilized for the use of goods '

1o s and services. Provision of
d for payment of Gratuityand pension for the Members of

it

Hocation 0 Kshs.71, meant for Develc

ent

— opment expenditure (Construeti mofoffices |
and commiiftee rooms) was not undertaken during the financial year. The amoiint Was
oo i esglp oot prH or ks depariment for purpose of development

, ) apucil) i ey deplartmental finctions.

With current en?:anaen{mr;ﬁ?ffi?qﬁm;s:(?aunty Assembly departments such as Sergeant at

Arms, Hansard, Procyrement and Budget department, the County Assembly is ableio

undertake its finctions ¢ffectively. The County Assembly has also taken the staff members to

?atfiau's":rdiniag.;wg:dgﬁe@.-by Kenya School of Governient ahd Society-of Clerks at the Table
Soceat) nfn' afiseriveness in service deliverl

unty Assembly ¢urrently has i}wébpq@ 10 undertake key d

] -h

| The County. Assembly Is yet to finalize on its Stralegic Plan that will guide in underta , }

key strategic objectives, The County Assembly has also had =-chaﬁb};g¢$'-.-.bn sseeure offices.and
| commiittee rooms. The CASB has undertaken:to pyrsie construction of offices and commitiee

raoms during the financial year 2016/2017. Anallocation of Kshs.5 Smillion was approved in
the biidgertowards this construction. . _

Sign
Clerkof the County Assembly
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STATEMENT OF MANAGEMENT RESPONSIBILITIES

The Clerk of the County Assembly is responsible for the preparation and presentation of the County
Assembly's financial stateents, which give a true and fair view of the state of affairs of the County
Assembly for the year ended on 30" June, 2016. This responsibility includes:

(a) maintaining adequate financial management arrangements and ensuring that these continue to
 beeffective throughout the reporting period;

(b) maintaining proper accounting teeords, which disclose with reasonable accuracy al any ume
the financial position of the County Asgsembly;

(¢) designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the finuncial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud;

(d) safeguarding the assets of the County Assembly;

(e) selecting and:uppiyins-q:pmmmummtingpgliﬁes; and

() Making accounting estimates that are reason ble in the circumstances.

The Clerk accepts tesponsibility for the County Assembly's financial statements, which have been
prepared on the Cash Basis Method of Financial Reporfing, using appropriate accounting policies in
accordance with International Public Sector Accounting Standards (IPSAS). The Clerk is of the opinion
that the County Assembly’s financial statements give a true and fair view of the state of the County
Assembly's transactions for the year ended 30t June, 2016, and of its financial position as al that date.
The Clerk further confirms the completeness of the accounting records maintained for the County
Assembly which have been relied upon in the preparation of the its financial statements as well as the
adequacy of the systems of imternal financial control.

The Clerk confirms that the County Assembly has complied fully with spplicable Government
Regulations and the terms of external financing covenants (where applicable), and that the County
Assembly’s finds received during the year under audit were used for the eligible purposes for which
they were intended and were properly accounted for. Further the Clerk confirms that the County
Assembly’s financial statements have been prepared in a form that complies with relevant accounting
standards prescribed by the Public Sector Accounting Standards Board of Kenya.

Approval of the financial statements
The County ‘Government’s financial statements were approved and signed by the Clerk of the Counly

Assembly on G4 I ;o’ 2016.

Clerk of the Caunt}' Assembly
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF NYAMIRA
FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of the County Assembly of
Nyamira set out on pages 4 to 14, which comprise the statement of financial assets as
at 30 June 2016, and the statement of receipts and payments, statement of cash flows,
statement of comparison of budget and actual amounts: 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.

Management’s Responsibility for the Financial Statements

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 such 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.

The 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.

Auditor-General’s Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report 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.
The audit was conducted in accordance with International Standards of Supreme Audit
Institutions. Those standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Assembly’s internal control. An audit also includes evaluating
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the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the management, as well as evaluating the overall presentation of
the financial statements.

Because of the matters described in the Basis for Disclaimer of Opinion paragraph,
however, | am not able to obtain sufficient appropriate audit evidence to provide basis
for an audit opinion.

Basis for Disclaimer of Opinion
1. Inaccuracies of Financial Statements figures

During the year under review, the budget execution report extracted from Integrated
Financial Management Information System (IFMIS) did not agree with the summary
statement of comparison of budget and actual amount under the financial statements as
analysed below;

Amounts as

per Financial | Amounts as
Item Statements per IFMIS Difference

Kshs Kshs Kshs
Total Receipts 428,737,274 | 421,592,971 7,144,303
Total Payments 428,472,325 | 421,592,971 | 6,879,354
| Financial Assets 264,949 - . 264,949

Compensation of Employees 256,148,942 | 252,161,085 3,987,857
Domestic Travel and Subsistence 93,146,109 76,922,500 | 16,223,609

Further, the statement of comparison of development budget and actual amounts reflect
an original budget of Kshs.71,604,337 which was subsequently adjusted or cancelled by
similar amount. However, no explanation was provided for the adjustment.

These financial statements figures are therefore not supported by IFMIS which is the
principal reporting system for the County Assembly.

1.2. Unsupported Accounts Receivable

The statement of financial assets reflects accounts receivable of Kshs.242,458 which is
described as withholding tax under note 9. However, no schedule was availed to
support the figure in the financial statements. Further, according to Public Sector
Accounting Standards Board (PASB) reporting template, the cash basis reporting
requirement does not support the inclusion of accounts receivable in the statement of
financial assets. The management was in breach of the standards and regulations and
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therefore the accuracy and validity of accounts receivable balance of Kshs.242,458
could not be confirmed.

In view of the foregoing, the accuracy of the financial statements for the year ended 30
June 2016 could not be confirmed.

2. Cash and Cash Equivalents

The cash and cash equivalent balance of Kshs.22,491 as at 30 June 2016 had the
following unresolved anomalies;

i.  The car loan scheme funds had been excluded and the bank statements for the
loan scheme were also not provided for audit review. Further, the bank
reconciliation statements for the operation accounts held at KCB Nyamira had
unpresented cheques of Kshs.14,051,847 and bank charges of Kshs.27,695
treated as reconciliation items which were not supported by documentary
evidence or analysis.

ii. During the year under review, the mortgage and car loan scheme had received
seed capital totalling Kshs.148,000,000 yet this had not been captured in the
financial statements.

Consequently, the accuracy and validity of bank balances of Kshs.22,491 as at 30 June
2016 could not be confirmed.

3. Pending Bills

Note 10 to the financial statements reflects pending bills of nil balance. However,
documents provided for audit indicated accumulated pending bills totalling
Kshs.30,865,618. Further, the Assembly did not provide pending bills ledger, purchase
orders and invoices for audit review to ascertain correctness of Kshs.30,865,618.

Failure to pay bills in the year they relate distorts the financial statements for the year
and adversely affects the provisions for subsequent years they have to be charged.
Had these bills been paid, the statement of receipts and payment would have an
increased deficit of Kshs.30,600,669 instead of a surplus of Kshs.264,949 now shown.

Consequently, it has not been possible to ascertain why pending bills of
Kshs.30,856,618 were not captured in the financial statements for the year ended 30
June 2016.

4. Use of Goods and Services

4.1. Unsupported Expenditure

Included in use of goods and services of Kshs.152,643,843 are payments totalling
Kshs.13,902,032 that have not been supported with relevant documentary evidence
such as payment vouchers, invoices and local purchase orders.
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4.2. Domestic Travel and Subsistence Allowance

Included in the use of goods and services of Kshs.152,643,843 is domestic travel and
subsistence figure of Kshs.93,146,109 which was supported to the tune of
Kshs.72,449,351 thereby resulting in an unreconciled difference of Kshs.20,696,758.

4.3. Committees Meetings Expenditure

Included under use of goods and services figure of Kshs.152,643,843 is an amount of
Kshs.6,016,910 relating to Assembly’s meetings, travel and accommodation held
outside the jurisdiction of the Assembly. The meetings were for Finance and Planning
Committee, Youth, Sports, Gender and Culture Committee, Public Administration,
Lands Committee, Public Investment and Accounts Committee and Justice and Legal
Affairs Committee all held in Kisumu, Mombasa, Nairobi, Meru and Itibo respectively
contrary to the Standing Order 163 of Nyamira County Assembly that require that the
Speaker of the Assembly must approve for such meetings held outside the Assembly
jurisdiction. However, no evidence of such approval by the clerk was made available for
audit review.

In addition, an officer was paid to attend the public administration committee meeting
between 17 November and December 2015 although his name was not in the approved
list by the clerk hence an overpayment of Kshs.61,000. Further, out of a total of
Kshs.6,016,910 withdrawn by cheque No.535 for purpose of committees meetings only
a total of Kshs.3,498,760 was accounted for leaving Kshs.2,518,150 as unsurrendered.

4.4, Implementation Committee Transport Allowance

Included in the use of goods and services of Kshs.152,643,843 is domestic travel cost
of Kshs.93,146,109 which in turn includes transport payment to members of the
Assembly’s Implementation Committee dated 8 June 2016 of Kshs.3,667,400 for the
meeting of 25 April 2016 held in Mombasa. However, necessary documents such as
minutes signed by the clerk, details on the meeting venue, approval from the speaker to
conduct meetings out of the Assembly’s jurisdiction and signed attendance register by
all participants of the meeting were not provided for audit review.

4.5. Irregular Transport Costs

Included under use of goods and services of Kshs.152,643,843 is domestic travel and
subsistence figure of Kshs.93,146,109 which in turn includes an amount totalling
Kshs.302,000 paid to sixteen (16) MCAs and assembly staff as gross transport
allowances to attend water and environment committee on 21 January 2016 and 11
March 2016 held in Kisumu, contrary to Salaries and Remuneration Commission
circular No.SRC/TS/RECM&E/3/68 which require that the County Assembly should not
fuel private vehicles of Members of County Assembly or staff. Further, out of total
sixteen (16) MCAs, six are not members of the committee and are not captured in the
minutes of attendance. It was not clear how the Kshs.80,000 was paid to eight (8) non-
members without invitation or nomination.
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4.6. lIrregular Extra-Mileage Claim

Included under use of goods and services of Kshs.152,643,843 is an amount of
Kshs.93,143,109 for domestic travel and subsistence which in turn include
Kshs.4,525,680 paid to five Members of County Assembly as extra- mileage claims.
However, the claims were in excess of the approved rate by Salaries & Remuneration
Commission Circular SRC/TS/ dated 27 January 2015 which states that, the extra-
mileage claims are limited to one claim per week to facilitate members to undertake
their ward representation functions. The amount to be paid as per the circular should
have been Kshs.898,520 and as such leading to an overpayment of Kshs.3,692,920.

4.7. Unsupported Hotel Catering, Accommodation and Conference Costs

Included in use of goods and services of Kshs.152,643,843 is hospitality supplies and
services of Kshs.17,457.157 which in turn includes an amount totalling Kshs.2,719,645
in respect to catering services, transport, accommodations and conference facilities.
However, attendance registers for attending members, reports produced, authority of
travelling, purpose for holding such meetings, targeted participants were not produced
for audit review.

Further, the Assembly did not adhere to procurement procedures in procurement of
conference services as it did not get the benefit of competitive bidding, contrary to
Public Procurement Regulations 2013 section 2(a) that require procuring entity to invite
tenders from only the persons who have been pre-qualified.

4.8. Unsupported and Over Expenditure on Security Operations

Included under use of goods and services figure of Kshs.152,643,843 is other operating
expenses of Kshs.9,139,883 which in turn includes security operations expenditure of
Kshs.1,538,298 which was not supported by the documentary evidence, such as muster
and payment schedules indicating the number of days and months that the officers
actually worked.

4.9. Irregular Procurement of Insurance Covers

Included under use of goods and services figure of Kshs.152,643,843 is insurance cost
of Kshs.6,380,000 which in turn includes, medical and motor vehicle covers of
Kshs.5,314,583 from APA Insurance and AMACO Insurance companies. However, it
was noted that the local service orders were written to respective service providers even
before the tender evaluation and tender awarding were done contrary to Public
Procurement Regulations 2013 section 3(d) as analysed below:
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Details Payee Date of LSO | Date of Date of Amount
Award Payment
Minutes Kshs.
Payment for Medical | APA 22 December | 5 February 29 October | 5,000,000
Cover for Members Insurance | 2014 2015 2015
and Hon Speaker
Insurance cover for AMACO 23 October 29 October 19 May 314,583
Toyota Land cruiser | Insurance | 2015 2015 2016
(46 CGOOO1A)
Total 5,314,583

Further, opening tender minutes and insurance policy document for medical insurance
contract were not availed for audit verification.

4.10. Procurement of Training Services and Related Facilities

The use of goods and services figure of Kshs.152,643,843 includes training expenses
of Kshs.3,891,723 which was supported by payment vouchers of Kshs.4,509,992. In
addition, there were other payment vouchers of Kshs.936,000 which were not provided
for audit review to support training expenses resuiting in an unexplained difference of
Kshs.1,5654,270. Further, the Assembly directly procured training services, contrary to
Public Procurement Regulations 2013 under section 2(a).

411. Refined Fuel and Lubricants

Included in the use of goods and services figure of Kshs.152,643,843 is fuel and
lubricants amounting to Kshs.630,500. However, the payment vouchers provided for
audit review amounted to Kshs.1,360,881 which leads to understatement on this item by
Kshs.730,381 or 130% of the expenditure.

4.12. Unvouched Expenditure Research Allowance

Included in the use of goods and services figure of Kshs.152,643,843 is printing,
advertising and information supplies and services expenditure of Kshs.4,046,149 which
further includes research allowance totalling Kshs.589,300. However, payment
vouchers to support this expenditure were not availed for audit verification contrary to
Section 21(1) of the Public Audit Act, 2015.

In view of the many anomalies and non-compliances with the law cited above, the
propriety of Kshs.152,643,843 in respect of use of goods and services could not be
confirmed.

Report of the Auditor-General on the Financial Statements of County Assembly of Nyamira for the year ended 30
June 2016
6



5. Fixed Assets Register and Handover of Assets

The financial statements excludes the fixed assets register annexure and the
management did not make any disclosure as regards the fixed assets inherited from
the defunct County Council of Nyamira. Further, from the documents provided for audit
review, it was apparent that the Assembly acquired fixed assets worth Kshs.2,516,863
which were also not reflected in the financial statements.

Consequently, due to the exclusion of fixed assets worth Kshs.2,516,813 from the
financial statements, the validity of the financial statements for the year ended 30 June
2016 could not be confirmed.

6. Compensation of Employees

6.1. Unreconciled Payroll Figures

The statement of receipts and payments reflects compensation to employees of
Kshs.256,148,942 which however was not supported with payroll summary of
Kshs.179,135,985 resulting in an unexplained and unreconciled difference of
Kshs.77,012,957.

Further, the wage bill compared to the total receipts of Kshs.428,737,274 constitutes
60% contrary to Public Finance Management County Governments Regulations 2015
under section 25(c ) that recommend a maximum of 35%.

6.2. Sitting Allowance paid during Recess to Members of the County Assembly

Included under compensation of employees of Kshs.256,148,942 is sitting allowances
totalling Kshs.45,596,700 out of which Kshs.23,698,200 was paid to Members of County
Assembly (MCAs) for their meetings for the period July to December 2015, which
further includes Kshs.2,762,000 being sitting allowance paid to members while on
December 2015 recess. However, minutes of meeting and attendance register were not
availed for audit verification and hence making it difficult to ascertain whether or not the
meetings actually took place.

6.3. Mortgage and Car Loans Facility to Members of the County Assembly

Included in compensation of employees of Kshs.256,148,942 is personal allowances
paid as part of salary of Kshs.150,363,186 which in turn includes amount totalling
Kshs.26,000,000 which relates to a funds transfer to MCA’s car loans and mortgages
fund which was disbursed during the year under review. However, loans and
mortgages Board has not yet been established for the purpose of managing the Fund.
Separate Fund financial statements were however not prepared and submitted for audit
to Auditor-General as required by Section 199(2) of Public Finance Management
County Government Regulations 2015 and Section 84(3) Public Finance Management
Act, 2012.

Further, the Assembly did not calculate the interest per annum and loaded to the
principal amount on mortgage and car loans disbursed to Members of the County
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Assembly contrary to Income Tax Act under fringe benefits tax Section 12 B which is to
be paid by the employer in respect of interest rates benefits.

6.4. Non Taxation of Air Time Allowance to Assembly Members

Included under compensation of employees figure of Kshs.256,148,942 is an amount of
Kshs.3,745,000 in respect of personal allowances paid as reimbursements of which in
turn includes Kshs.2,232,000 paid to Members of County Assembly, County Assembly
Service Board and Staff of the Assembly being air time at the rate of Kshs.5,000 per
month as per schedule availed for audit review. However, the amounts were not taxed
and as such the management was in breach of the tax authorities law.

Consequently, the propriety of Kshs.126,711,157 under compensation of employees for
year ended 30 June 2016 could not be confirmed.

7. Inaccuracies in Social Security Benefits

7.1. Unreconciled Social Security Benefits

The social security benefits totaling Kshs.19,451,916 disclosed under note 6 to the
financial statements is supported by payment documents of Kshs.17,451,420 and
therefore resulting in an unreconciled difference of Kshs.2,000,496.

7.2. Incorrect Provision of Gratuity Services

The social security benefits figure of Kshs.19,451,916 for the year ended 30 June 2016
includes Kshs.10,905,316 paid to Local Authority Provident Fund (LAPFUND) being
gratuity services to Members of County Assembly (MCAs) for the vyear
2015/16. The contractual agreement between the Nyamira County Assembly Service
Board and LAP Fund Board was signed by the House Speaker, MCA for Kemera Ward
and the CEO of LAP Fund in their capacity as individuals as there were no official seals
imprinted on the document to show that the individuals acted as representatives of
Nyamira County Assembly.

Consequently, the management was in breach of the regulations and the propriety of
the payment of Kshs.12,905,812 in respect of social security benefits for the year
ended 30 June 2016 could not be confirmed.

8. Unsupported Corporate Social Responsibility

The corporate social responsibility figure of Kshs.200,000 as reflected under note 4 to
the financial statements is not supported with necessary documentation. In the
circumstances, it was not possible to confirm the validity and propriety of corporate
social responsibility figure of Kshs.200,000 for the year ended 30 June 2016.

9. Budgetary Performance Analysis

During the year under review, the approved final budget for County Assembly of
Nyamira was Kshs.428,737,274. A review of the recurrent budget is as shown below:

Report of the Auditor-General on the Financial Statements of County Assembly of Nyamira for the year ended 30
June 2016
8





