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COUNTY GOVERNMENT OF SIAYA
Reports and Financial Statements
For the year ended 30 June 2016

I KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information
The County is constituted as per the constitution of Kenya is headed by the County Governor,
who is responsible for the general policy and strategic direction of the County.

(b) Key Management

The County Government of Siaya’s day-to-day management is under the following key
organs:

- The Governor
- Deputy Governor
- County Executive Committee

(¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30™ June
2014 and who had direct fiduciary responsibility were:

No. Designation Name
1. Chief Officer Mr. Daniel O Okoth
2. Director of Finance Mr. Joseph Warega
3. Ag .Heafi of Treasury- Mr. Denis Nyonje

Accounting

4. Head ofTreasury- Budget Ms. Jenipher Ayoo Ogolla
5. Head of Fiscal Planning Mr. Lawrence Nyamwaya
6. Ag.Head of Revenue Mr. john OtienoOusa

e
(d) Fiduciary Oversight Arrangements
The key fiduciary oversight arrangements include:
- County Audit and finance committee activities
- County Assembly Public Accounts and Investment committee activities

- The Senate Public Accounts and Investment Committee

(e) Entity Headquarters
Siaya County Headquarters

P.O. Box 803 - 40600

SIAYA, KENYA
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®

Entity Contacts
E-mail: info@siaya.go.ke
Website: www.siaya.go.ke

(2) EutityPankers

L. Central Bank of Kenya
_Haile Selassie Avenue
P.O. Box 60000
City Square 00200
./ . Nairobi, Kenya

-
e

2. Kenya Commercial Bank
P.o. Box 52-40600
SIAYA.

Co-operative Bank of Kenya
P.o Box 847-40600
SIAYA

(h) Independent Auditors

)

Auditor General,

Kenya National Audit Office,
Anniversary Towers, University Way
P.©. Box 30084

GOP 00100

Nairobi, Kenya

Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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IL.

FORWARD BY THE CEC

Total expenditure for 2015/16 amounted to Ksh 5,659,702,260 against a planned budget of Ksh

6,946,327,312 translating to an absorption rate of 78.1% of the total budget. In 2014-15 actual

expenditure for the period was Kshs. 4,658,286,250 against planned expenditure for the FY was
Kshs.5, 974,637,234. In 2013/14, Total expenditure for the period under review amounted to Ksh
2,376,946,022 which is approximately 56% of the total budget of Kshs. 4,263,898,013

Since the establishment of the county, several infrastructure and livelihood support projects have been

undertaken by the county government.

Highlights of these include;

>

TRANSPORT INFRASTRUCTURE DEVELOPMENT

opening, grading and gravelling of 700 km of roads which has improved access to public
facilities and agricultural production areas, installation of 162 solar street lights in various
centres and markets that has helped extend business hours

TRADE DEVELOPMENT AND PROMOTION

7 Market shades, 2 market hubs, 81 toilets and General improvement in 31 markets have been
undertaken leading to improvement of the business environment in the county

CROP MANAGEMENT

22 tractors, 7 harrows, 22 ploughs have been procured, 90.5 tonnes of assorted maize seeds,
700kgs of sorghum seed and 330 tonnes of fertilizer were distributed to farmers leading to
increased crop production,

LIVESTOCK MANAGEMENT

Dairy cows and 6,200 birds have been distributed to schools and community groups, 1.7
tonnes of fish feeds distributed to farmers and 11 fish bandas, one omena store and 10 chilling
rooms were constructed. These have improved livestock productivity as well as reduced post-
harvest loses by the fisher folk

CURATIVE, REHABILITATIVE AND REFERRAL SERVICE

22 new health facilities were constructed, Rehabilitation of 5 sub-county is hospitals is on-
going, 30 rural health facilities rehabilitated, an oxygen generation plant was completed and
2148 Community Health Volunteers have been recruited leading to improvement in the

provision of health care
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» ENVIRONMENTAL AND NATURAL RESOURCES CONSERVATION AND
MANAGEMENT
30 boreholes and 25 shallow wells were constructed, 12 water pans were rehabilitated and 30
km pipeline extension

» CHILDREN SUPPORT SERVICES
142 ECD centres constructed, 450 ECDE teachers and 34 instructors recruited, Kshs. 161
million disbursed to 24,000 students in secondary schools, colleges and universities:in form of
bursaries, 23 new workshops constructed in existing youth polytechnics and 117 assorted
soccer, netball and volleyball goal posts were erected in various playing fields and equipment

distributed across the county

Despite the progress registered, the following challenges were experienced

1.

Unreliable release of funds from the exchequer

. Limited staff capacity
. Weak inter-governmental relations

2
3
4.
5
6

Weak decentralized structures

. Poor transition

. Non-adherence to section 9(2) of CGA 2012

Sign
—CEC

Siaya County Government
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ITL. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Sections 163,164 and 165 of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the County Treasury shall prepare financial statements of each County
Government entity, receiver of revenue and consolidated financial statements for all County
Government entities in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board.

The County Executive Committee (CEC) member for finance of the County Government is responsible
for the preparation and presentation of the County Government’s financial statements, which give a true
and fair view of the state of affairs of the County Government for and as at the end of the financial year
ended on June 30, 2016. This responsibility includes: (i) maintaining adequate financial management
arrangements and ensuring that these continue to be effective throughout the reporting period; (ii)
maintaining proper accounting records, which disclose with reasonable accuracy at any time the
financial position of the County Government; (iii) designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets
of.the County Government; (v) selecting and applying appropriate accounting policies; and (vi)
making accounting estimates that are reasonable in the circumstances.

The CEC member for finance accepts responsibility for the County Government’s financial statements,
which have been prepared on the Cash Basis Method of Financial Reporting, using appropriate
accounting policies in accordance with International Public Sector Accounting Standards (IPSAS). The
CEC member for finance is of the opinion that the County Government’s financial statements give a
true and fair view of the state of the County Government’s transactions during the financial year ended
June 30 2016, and of its financial position as at that date. The CEC member for finance further
confirms the completeness of the accounting records maintained for the County Government which
have been relied upon in the preparation of the its financial statements as well, as the adequacy of the
systems of internal financial control.

The CEC member for finance confirms that the County Government has complied fully with applicable
Government Regulations and the terms of external financing covenants (where applicable), and that the
County Government’s funds received during the year under audit were used for the eligible purposes for
which they were intended and were properly accounted for. Further the CEC member for finance
confirms that the County Government’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 CEC member for
finance on 2016.

i%m@-s—zf‘f»

County Executive Commit‘t@d member — Finance
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REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of County Executive of Siaya
set out on pages 7 to 87, which comprise the statement of assets as at 30 June
2016, and the statement of receipts and payments, statement of cash flows,
summary statement of appropriation; recurrent and development 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 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

Report of the Auditor-General on the Financial Statements of Siaya County Executive for the year ended 30
June 2016
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expressing an opinion on the effectiveness of the County Executive’s internal
control. An audit also includes evaluating 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 a
basis for an audit opinion.

Basis for Qualified Opinion

3
P
T

he Financial Statements

1.1. Differences between Financial Statement and IFMIS Figures
Several of the balances reflected in the financial statements and identical account

figures reflected in the Integrated Financial Management Information system (IFMIS)
do not tally as shown below:

Financial IFMIS Report Variance
Statement

Kshs. Kshs. Kshs.
Revenue 5,369,409,927 256,414 5,369,153,513
Payments 5,659,702,260 | 4,651,080,849 1,008,621,411
Cash and Bank 1,039,553,218 | 2,660,539,814 | (1,620,986,596)
Receivables 31,121,261 299,899,410 (268,778,149)
Payables (pending bills | 1,153,983,995 | 8,458,512,914 | (7,304,528,919)

and staff payables)

Management have not provided a plausible explanation for the discrepancies.

1.2. Variances in Budget and Summary Statement of Appropriation

Similarly, there are unexplained variances between the balances in the summary
statement of appropriation and the final budget balances as shown below:

Budget as per Statement
Approved Budget | of Appropriation Variance
Kshs. Kshs. | Kshs.
Recurrent 3,142,213,413 3.194,147,672 | 51,934,259
Development 3,148,190,122 3,752,779,640 | 604,589,518

In the circumstances, the accuracy and validity of the financial statements for the
year ended 30 June 2016 cannot be confirmed.

2. Acquisition of Assets

2.1. Proposed Barack Obama University

Included in the acquisition of assets balance of Kshs.1,701,858,354 is expenditure
amounting to Kshs.19,300,000 paid for acquisition of land for the proposed Barack

Report of the Auditor-General on the Financial Statements of Siaya County Executive for the year ended 30
June 2016
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Obama University without consulting the Ministry of Education, Science and
Technology. The Executive advertised for purchase of land without buildings but
went on to purchase land with developments thereon. The buildings and other
developments are not habitable and will require repairs and refurbishments before
they can be put to use. In addition, the management did not assess the structural
suitability of the buildings.

Consequently, the propriety and validity of the expenditure of Kshs.19,300,000
incurred on purchase of the proposed university’'s land during the year under
review cannot be confirmed to have been a proper charge on public funds.

2.2 Roads Expenditure not Supported by Requisitions

Included in the acquisition of assets balance of Kshs.1,701,858,354 is
Kshs.715,195,463 under construction of roads. Review of available records
indicated that the total exchequer requisitions for the roads sector amounted to
Kshs.365,541,761. It is not clear how the excess expenditure totalling
Kshs.349,653,702 was funded in the absence of official requisitions. Consequently,
the management breached the Public Finance Management Regulations, 2015.

23 Revenue Management System

Included in the acquisition of assets balance of Kshs.1,701,858,354 is a payment of
Kshs.51,358,241 for purchase of Information Communication Technology (ICT)
equipment which in turn includes Kshs.22,072,800 incurred procurement of a
revenue management system at a contract sum of Kshs.24,545600. Audit
verification of the project status in November 2016 revealed that the project had not
been commissioned inspite of 90% of the contract sum having been paid to the
vendor. Further, the management did not avail for audit review reports on revenue
generated by Point of Sale (PoS) machines put into use during the project piloting
stage.

Consequently, the propriety of the expenditure of Kshs.22,072,800 incurred on
purchase of the revenue management system during the year under review cannot
be confirmed.

3. Cash and Cash Equivalents

Note 22A to the financial statements reflects a bank balance of Kshs.1,039,553,218
as analyzed below:

Account Name Account No. Bank Reported
Bank Balance-
Kshs.
1 | Siaya County Revenue 1000171464 CBK 953,187,242
Fund
2 | Siaya County Recurrent 1000170816 CBK 844,953
Account

Report of the Auditor-General on the Financial Statements of Siaya County Executive for the year ended 30

June 2016
3




3 | Siaya County 01141257285300 CBK 1,284,559
Development Account

4 | Ministry of Health - Health 32,110,124
Funds

5 | Siaya County Imprest 1141257073300 Cooperative 48,922,510
Account

6 | County Public Service Cooperative 693
Board

7 | Various Health 3,203,137
Institutions

However, the following anomalies were noted:

(1) A transfer of Kshs.15,000,000 was made from the Central Bank of Kenya
CBK personnel expenditure recurrent account to imprest account at
Cooperative Bank to cater for expenditures during the upcoming 2016/2017
financial year. The transfer was in breach of the law since re-allocation of
funds from wages to non-wages expenditure is contrary to Section 154(1c) of
Public Finance Management Act, 2012. Further the budget for the 2016/2017
financial year had not yet been approved by the County Assembly.

(i) The statement of assets reflects nil cash-in-hand balance as at 30 June 2016.
However, a Board of Survey certificate availed for audit review reflected a
balance of Kshs.555,130 as cash-in -hand as at 30 June 2016.

Consequently, the validity and accuracy of the bank balance of Kshs.1,039,553,218
as at 30 June 2016 cannot be ascertained.

4. Outstanding Imprests

Note 23 to the financial statements reflects staff imprest balance of
Kshs.31,121,261 as at 30 June 2016 advanced to staff for various purposes.
However, names and position of the imprest holders, and the dates the imprests
were issued were not on record as required by the Public Finance Management Act,
2012 and Regulations 2015. Further, seventeen (17) officers held more than one
imprest at a time, contrary to regulations governing issuance of imprests.

Consequently, the accuracy and completeness of outstanding imprests balance of
Kshs.31,121,261 as at 30 June 2016 cannot be confirmed.

5. Under-collection and Under Banking of Receipts

The total revenue balance of Kshs.5,369,409,927 reflected in the statement of
receipts and payments includes Kshs.135,409,824 being local receipts for the year
under review. The balance depicts fall in collections by Kshs.7,993,616 or 5.6% in
comparison with the previous year's local receipts of Kshs.143,403,440.

Further, out of the aggregate revenue of Kshs.135,409,824, only Kshs.128,110,717
was banked resulting to unexplained under-banking of Kshs.7,299,107. Therefore,

Report of the Auditor-General on the Financial Statements of Siaya County Executive for the year ended 30
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the Executive contravened provisions of the Public Finance Management Act, 2012
by failing to bank the revenue receipts.

6. Compensation to Employees
6.1 Allowances Paid to Members of County Assembly

Included in the compensation of employees expenditure of Kshs.1,708,842,146 are
sitting allowance payments totalling Kshs.10,963,600 made to forty nine (49)
members of the County Assembly in the months of July and August 2015. However,
details of the payments and the dates of the committee sessions were not provided
for audit review by the management. In addition, the payments were reported in the
County Assembly’s payroll hence resulting to double payment of the allowances.
Further, the total balance of Kshs.1,708,842,196 includes gross monthly pay of
Kshs.68,469,183 from July 2015 to June 2016 which was not supported with
payment schedules.

Consequently, the propriety of the Kshs.79,432,783 expenditure for the year ended
30 June 2016 cannot be confirmed.

6.2 County Executive Committee (CEC) Members Sitting Allowances

Included in the compensation to employee’s balance of Kshs.1,708,842,146 is
Kshs.1,908,000 paid as sitting allowances to CEC Members. However, the
payments not explained in Notes to the financial statements as required by Section
122 of the Public Finance Management (County Government) Regulations, 2015.
Further, the allowances were not approved by the County’s Public Service Board
and the Salaries and Remuneration Commission, thus depicting breach of laws and
regulations by the Executive.

6.3 Engagement of Revenue Collectors

Included in the compensation of employees balance of Kshs.1,708,842,146 was the
sum of Kshs.13,610,524 paid to casual revenue collectors in the year under review.
The casuals were engaged at a monthly salary of Kshs.7,000 per month as
opposed to Kshs.15,425 minimum wage-rate recommended by the Ministry of
Labour. Therefore the casuals were underpaid by Kshs.13,800,411 in aggregate.
Consequently, the management breached labour laws on employment of casuals.

7. Use of Goods and Services
7.1 Furniture for Early Childhood Development Centres

Included in the balance for use of goods and services of Kshs.1,389,528,735 is
Kshs.44,142,640 incurred on procurement of furniture for Early Childhood
Development (ECD) Centers. The furniture was purchased through direct
procurement contrary to the provisions of the Public Procurement and Assets
Disposal Act, 2015. Consequently, the management breached the Public
Procurement and Asset Disposal Act, 2015 and Public Procurement and Disposal
(Preference and Reservation) Regulations, 2011.

Report of the Auditor-General on the Financial Statements of Siaya County Executive for the year ended 30
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7.2 Procurement of Air Travel Services

Included in the balance of Kshs.1,389,528,735 for use of goods and services is
Kshs.3,414,250 for provision of air travel services which were however single
sourced.

7.3 Procurement of Special Sewing Machines

Included in the balance for use of goods and services of Kshs.1,389,528,735 is
Kshs.5,770,560 for purchase of special sewing machines. However, the County
Executive awarded a company to supply sewing machines through requests for
Reguléiiéri's-,v 2613 which prescribes Kshs.2,000,000 as the maximum level of
expenditure under this method.

Consequently, the management breached the law and as a result the propriety of
b 2 oY =¥ a0 T P L . f\f\46 .....

the expenditure of Kshs.5,770,560 for the year ended 30 June 2016 cannot be
confirmed.

7.4 Extra Duty Allowances

Included in use of goods and services balance of Kshs.1,389,528,735 are payments
of extra duty allowance totalling Kshs.400,000 paid to employees under the
Department of Public Service. However, the employees were attending to their
normal duties within their respective duty station and therefore the allowance
payments were not valid.

Consequently, the propriety the expenditure of Kshs.400,000 paid as extra-duty
allowances cannot be confirmed.

7.5 Accreditation Fees for Establishment of a University

Included in the use of goods and services balance of Kshs.1,389,528,735 is a
balance of Kshs.5,000,000 paid to Maseno University to facilitate the establishment
of Barack Obama University in Siaya County. However, the Commission of
University Education has not issued the County Executive with the letter of interim
authority to establish the University as required by the Universities Act, 2012.

Consequently, the propriety of the expenditure of Kshs.5,000,000 reportediy incurred
during the year under review on planning of the establishment of the University
cannot be confirmed.

7.6 Unexplained Expenditure

Included in the use of goods and services balance of Kshs.1,389,628,735 is
expenditure of Kshs.46,696,355 for the Department of Governance reflected as
provision for encumbrance and return to drawer cheques. The return to drawer
cheques ought to have been reversed in the cash book. Consequently, the propriety
of the expenditure of Kshs.46,696,355 cannot be ascertained.
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7.7 Expenditure on Monitoring and Evaluation

Included in use of goods and services balance of Kshs.1,389,528,735 is an amount
of Kshs.5,750,000 paid to Hawk Finance Consultants to monitor and evaluate the
County Executives’ projects. The management outsourced monitoring and
evaluation services even though it had its own Monitoring and Evaluation
Department. Further, there was no monitoring and evaluation report availed for audit
review to ascertain the services rendered.

Consequently, the propriety of the expenditure of Kshs.5,750,000 incurred on
monitoring and evaluation for the year ended 30 June 2016 cannot be confirmed.

7.8 Unsupported Expenditure on Hire of Motor Vehicles

Included in the use of goods and services balance of Kshs.1,389,528,735 is an
amount of Kshs.2,362,500 paid to a local company for hire of five (5) four-wheel-
drive vehicles for a period of forty five (45) days. The payment for the services was
not properly supported by schedules and the itinerary. Consequently, the propriety of
the expenditure of Kshs.2,362,500 incurred on hire of vehicles for the year ended 30
June 2016 cannot be confirmed.

7.9 Emergency Relief Expenditure

Included in use of goods and services balance of Kshs.1,389,528,735 is an amount
of Kshs.2,303,317 incurred on insurance of motor vehicles drawn from the
emergency relief vote. However, the expenditure did not meet the criteria set in the
Public Finance Management Act, 2012 and Regulations 2015 regarding the use of
emergency funds and therefore did not qualify as an emergency. Consequently, the
management breached the law and regulations governing emergency expenditures.

In view of these anomalies, it has not been possible to confirm the propriety of use of
goods and services expenditure of Kshs.2,303,317 incurred during the year under
review.

8. Acquisition of Assets
8.1 Un-explained Differences

The statement of receipts and payments reflects a balance of Kshs.1,701,858,354
incurred on acquisition of assets. However, expenditure schedules provided for audit
review amounted to Kshs.1,627,747,399 resulting to an unexplained and
unreconciled difference of Kshs.74,110,955. Further, an amount of
Kshs.1,701,858,354 is reflected under acquisition of assets during the year under
review, while in the previous year, assets acquired amounted to Kshs.1,506,047,442
resulting in a cumulative expenditure balance of Kshs.3,207,905,796. However,
Annexure 3 on summary of fixed assets register reflects a balance of
Kshs.142,616,630 instead of Kshs.3,207,905,796 resulting to an unexplained and
unreconciled difference of Kshs.3,065,289,166 as at 30 June 2016. The asset
balance of Kshs.142,616,630 also excludes assets that were taken over from the
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