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UASIN GISHU COUNTY ASSEMBLY
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I. KEY ENTITY INFORMATION AND MANAGEMENT
(a) Background information

The County is constituted as per the constitution of Kenya isheaded by the Speaker of the
County Assembly, who is responsible for the general policy and strategic direction of the
Assembly. The County Assembly constitutes 47 Members of County Assembly (MCAs)
elected to represent members of the public from their respective wards. The MCAs are
responsible for making any laws for effective performance of the County Government,
approving plans and policies and playing the oversight role over the County Executive.

(b) Key Management

The Assemblyday-to-day management is under the following key organs:

County Assembly Service Board
House Business

Office of the Speaker

Office of the Clerk

(¢) Fiduciary Management

The key management personnel who held office during the quarter ended 30™ June 2017 and
who had direct fiduciary responsibility were:

No. Designation Name

1. Accounting Officer Richard.T.Chepkonga
Principal Finance

2. Officer Lazarus Kemboi

(d) FiduciaryOversight Arrangements

Assembly’s operations are over sighted by Internal Audit Department, KENAO, PAC/PIC of
both the Senate and County Assembly.

(e) EntityHeadquarters

P.O. Box 100-300
Assembly Hall,
Uganda Road,
Eldoret, KENYA
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(f) EntityContacts

Telephone: (254) 053-2062077
E-mail: info@ugcountyassembly.or.ke
Website: www.ugcountyassembly.or.ke

(g) EntityBankers

1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

2. Kenya Commercial Bank
Eldoret West Branch
P.OBOX 1597-30100
Eldoret, Kenya

(h) Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

(i) Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya
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FORWARD BY THE CLERK OF THE ASSEMBLY

During the financial year ending 30™ June 2017, the Assembly made a surplus of Kshs 1,
336,767 from its operation as indicated in the statement of Receipts and Payments. This is a
decrease from a surplus of Kshs 20,117,350 during the financial year 2015/2016. The
Assembly’s revenues increased from Kshs 499,631,660 in the previous financial year to Kshs.
502,800,419. However, the Assembly had budgeted for Kshs 516,001,559 out of which it
managed to receive Kshs. 494,130,449.00.This resulted to a difference of approximately Kshs
21,871,110 of which it affected the Assembly’s operations.

The Assembly spent Ksh 481,346,302 out of Kshs 502,800,419 available for use which
translated to 95% of Budget utilization. Kshs 21,454,117 that remained unspent at the close of
the year was returned back to the County Treasury as per the PFM Act, 2012.

Operational Performance

The County Assembly during the Financial Year ending 30" June, 2017 passed four
Bills namely:- Uasin Gishu County Public Participation Act, 2016;Uasin Gishu County Inua
Biashara Fund Act, 2017, Uasin Gishu County Enterprise Development Fund Act, 2016 and
Uasin Gishu County Enforcement Act, 2016.
Inua Biashara Act, 2016 and Enterprise development Act, 2016 both seek to avail cheap credit
facilities to SMEs while The Uasin Gishu County Public Participation Bill, 2016 has provided
public with forums to participate in key decision making activities.

The County Assembly approved the 2016/17 budget on 30" June, 2016 and later amend it on
28" F ebruary, 2017.

The Assembly has eighteen committees namely:-
Finance and Economic Planning

Land, physical planning and Housing

Health services

Trade, Tourism, Cooperatives and Wildlife
Environment, Water and Natural Resources
Agriculture, livestock and Fisheries

ICT and E-Government

Agriculture, Livestock and Fisheries

Early Childhood Education

10) Public Service management

The above named committees are tasked with over sighting the line Ministry, and scrutinise
line ministry policies and bills.

11) Implementation Committee

12) Committee on Delegated Legislation

13) Committee on Security

14) Committee on Sports and Youths

15) Committee on Children, Gender and Culture
16) Committee on Fire and Disaster Management
17) Committee on Budget and Appropriation

18) Public Investment and Accounts Committee
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Successes are as follows:-

» Committee on Trade, Tourism, Cooperatives and Wildlife midwived the approval of Inua
Biashara Bill, 2016 and Enterprise Act, 2016.

» Committee on Finance and Economic Planning steered the approval of Annual Development
Plan, 2016 and Debt management strategy Paper, 2016

» Committee on Public Service Management led the approval of both Public Participation Act,
2016 and Enforcement Act, 2016

Performance of key development projects

During the year under review, (2016/2017) the assembly managed to Purchase ICT
Equipments, Software’s and other ICT Assets. This has helped much to ease Assembly
Communication and expand its network.

Challenges and recommended way forward

The County Assembly experienced some challenges during the year under review, some of
which included funds being released late which could not allow the county to implement its
operations & development/projects as planned.

The National treasury should try to disburse funds early enough for implementation.

Sign
Fa‘; @TZ@Z “

ichard T. Chepkonga
Clerk of the County Assembly
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III. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Sections 164 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Accounting Officer of a County Government Entity to prepare financial statements in
accordance with the standards and formats prescribed by the Public Sector Accounting Standards
Board

The Clerk of the County Assembly is responsible for the preparation and presentation of the County
Assembly’s financial statements, which give a true and fair view of the state of affairs of the County
Assembly for the year ended on 30" June 2017. 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 Assembly; (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 Assembly; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Clerk accepts responsibility for the County Assembly’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 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 30™ June 2017, and of its financial position as at
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 internal financial control.

The Clerk confirms that the County Assembly has complied fully with applicable Government
Regulations and the terms of external financing covenants (where applicable), and that the County
Assembly’s funds received during the quarter 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 County
Assembly on 28" September 2017.

re (=5

Richard T. Chepkonga
Clerk of the County Assembly
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REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF UASIN
GISHU FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| have audited the accompanying financial statements of County Assembly of Uasin
Gishu set out on pages 1 to 38, which comprise the statement of financial assets and
liabilities at 30 June 2017, and the statement of receipts and payments, 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. | 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, because of the significance of the matters described in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly,
the financial position of County Assembly of Uasin Gishu as at 30 June 2017, 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 do not comply
with the Public Finance Management Act, 2012.

In addition, as required by Article 229(6) of the Constitution, based on the procedures
performed, | confirm that public money has not been applied lawfully and in an
effective way.

Basis for Adverse Opinion
1.0 Training Expenses

The use of goods and services figure of Kshs.154,955,363 for the year ended 30
June 2017 as disclosed in Note 5 to the financial statements, include training
expenses figure of Kshs.13,660,208 in respect of training of Members of the County
Assembly and staff. However, the County Assembly did not have training committee
within the human resource department to conduct a training needs assessment, plan,
organize, coordinate, and recommend appropriate trainings as per Section | of the
County Public Service Human Resource Manual of 2013. Consequently, the propriety
of the expenditure of Kshs.13,660,208 incurred on training for the year ended 30
June 2017could not be confirmed.

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gishu for the year ended
30 June 2017
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2.0 Compensation of Employee Costs

The statement of receipts and payments for the year ended 30 June 2017 reflects
compensation of employees figure of Kshs.298,805,224 which is at variance with the
supporting schedules and the payroll summaries provided for audit verification figure
of Kshs.288,955,288 resulting in unexplained variance of Kshs.9,849,936. Further, the
compensation of employee figure of Kshs.298,805,224 reflected in the statement of
receipts and payments is at variance with the IFMIS payments report figure of
Kshs.291,658,015 again resulting in unexplained variance of Kshs.7,147,209.
Although the management explained that the differences occurred are as a result of
some payments having been made outside the IFMIS, the details of these payments
made outside the IFMIS system has not been provided.

Consequently, the accuracy and completeness of the compensation of employee
figure of Kshs.298,805,224 for the year ended 30 June 2017could not be confirmed.

3.0 Unconfirmed Pending Bills

Note 18.1 to the financial statements discloses pending bills totalling Ksh.3,607,838 as
at 30 June 2017 out of which pending bills amounting to Kshs.1,483,056 were not
supported by local purchase orders, delivery notes, invoices and inspection and
acceptance reports. Consequently, the validity, completeness and accuracy of the
pending bills figure of Kshs.1,483,056 as at 30 June 2017 could not be confirmed

4.0 Variances between Financiai Statement Balances and iFMIS Payment
Figures

The statement of receipts and payments for the year ended 30 June 2017 reflects total
payments amount of Kshs.501,463,652, which is at variance with the IFMIS total
payments balance of Kshs.391,434,217 resulting in a variance of Kshs.110,029,435.
Although the management states that the variance is due to payments that were made
to suppliers and honourable members of the county assembly and staff who had not
been defined in the IFMIS, the details of the payments have not been provided for
audit review. Consequently, the accuracy and validity of the total payments amounting
to Kshs.501,463,652 for the year ended 30 June 2017 could not be confirmed and the
County Assembly is in breach of the law.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of County Assembly of Uasin Gishu in
accordance with ISSAl 30 on Code of Ethics. | have fulfiled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements anplicable to performing audits of financial statements in Kenya |
believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my adverse opinion.

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gistu for the year ended
30 June 2017
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Key Audit Matters

Key audit matters are those matters that, in my professional judgement, were of most
significance to the audit of the financial statements. | have determined that there were
no key audit matters to communicate in my report.

Other Matter

1.0 Budgetary Control and Performance

1.1 Approved Development and Recurrent Budget

During the year under review, the County Assembly of Uasin Gishu had a total budget
of Kshs.536,118,909 comprising recurrent budget of Kshs.520,211,104 and

development budget of Kshs.15,907,805 respectively. Further, the budget reflected
overall under absorption of Kshs.34,655,257 or 6% as summarized below:

Item Budgeted Actual Under
Allocation Expenditure for Absorption | Under
2016/2017 (Kshs) | 2016/2017 (Kshs) (Kshs) | Absorption %
Recurrent Budget 520,211,104 490,302,622 29,908,482 | 6
Development 15,907,805 11,161,030 4,746,775 | 30
Budget
Total 536,118,909 501,463,652 34,655,257 | 6

The under absorption of the approved budget is an indication of activities and projects
in the annual work plan not implemented by the County Assembly which is likely to
have negative effect on delivery of goods and service by the County Assembly. There
is therefore need for the management to re-look at its budgetary mechanism with a
view to focusing on priority areas which enhance service delivery to the citizens of
Uasin Gishu County.

1.2 Development Budget

During the year under review, County Assembly of Uasin Gishu allocated
Kshs.15,907,805 towards development projects and spent a total of Kshs.11,161,030
on purchase of ICT equipment and infrastructure resulting in under expenditure of
Kshs.4,746,775 or 30% of the budget.

It is therefore clear that the County Assembly did not utilize Kshs.4,746,775 (30%) of
the allocated funds and hence the intended objectives may not have been achieved
which may hamper service delivery to the people of Uasin Gishu County due to lack
of prerequisite infrastructure.

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gishu for the year ended
30 June 2017
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2.0 Governance Framework
2.1 Lack of Internal Audit Charter

As reported in the previous year, the County Assembly of Uasin Gishu has established
an internal audit unit to oversee the governance mechanism and promote
transparency and accountability in the management of the County Assembly’s
resources. The unit, however, reports administratively to the Clerk of the County
Assembly and functionally to the Speaker of the County Assembly instead of the Audit
Committee contrary to Regulation 155(1) of the Public Finance Management (County
Government) Regulations 2015, which states that the head of Internal Audit unit in a
County Government Entity shall enjoy operational independence through the reporting
structure by reporting administratively to the Accounting Officer and functionally to the
audit committee.

Further, the internal audit function operated without an internal audit charter detailing
the scope, responsibilities and purpose of internal audit function. Consequently, the
unit lacks operational independence and guiding tool to execute its mandate and
which is against the law.

2.2 Failure to Establish Audit Committee

As reported in the previous year, the County Assembly of Uasin Gishu has not
established an audit committee contrary to Section 167(1) of the Public Finance
Management (County Government) Regulations, 2015 which require each county
government entity to establish an audit committee. Although the management
attributes the absence of the audit committee to lack of budgetary provision for the
function and that the same has been factored in the budget for financial year
2017/2018, no documentary evidence has been provided to show that the committee
will be in place any time soon. Consequently, the management is in breach of the law.

3.0 Information Communication Technology (ICT)

Audit review of the Information and Communication Technology (ICT) of County
Assembly of Uasin Gishu revealed that the Assembly did not have an IT Policy, Data
Recovery Plan (DRP) and IT security policy which are vital in effective and efficient
management of the entity’s IT resources. Further, the County Assembly did not have
an IT steering committee which is important in performing the oversight function and
formulation of policies to ensure that IT department functions are properly in place to
assist in the achievement of organizational objectives in an efficient, economic and
effective manner. In addition, the County Assembly did not have periodic IT reports
which are supposed o assess the staius of impiementation of iT systems and suggest
corrective measures Consequently, IT assets of the County Assembly may not be
efficiently utilized and the operations of the assembly may be hampered in the event of
a disaster.

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gishu for the year ended
30 June 2017
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4.0 Failure to Observe One Third Rule in Staff Establishment and Recruitment

Audit review of the payroll for the month of June 2017, revealed that County Assembly
of Uasin Gishu had a staff establishment of 94 (ninety four) employees, out of whom
80 (eighty) or 85 % were from the same dominant ethnicity leaving 14 (fourteen) or
15% from other ethnicities. Further, review of records indicated that the County
Assembly of Uasin Gishu Service Board during the year under review recruited
11(eleven) new officers at various cadres out of whom only one (1) officer or nine (9)
% was from the non-dominant ethnicity while ten (10) or 91% were from the dominant
ethnicity against the recommended threshold of 30% as required by Section B.7 of the
County Public Services Human Resource Manual, 2013 and Section 65(1)(e) of the
County Governments Act, 2012 which requires that in selecting candidates for
appointment, the County Public Service Board shall consider the need to ensure that
at least thirty (30) percent of the vacant posts at entry level are filled by candidates
who are not from the dominant ethnic community in the county. Consequently, the
management is in breach of the law.

Responsibilities of Management and Those Charged with Governance 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.

In preparing the financial statements, management is responsible for assessing the
Assembly’s ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the going concern basis of accounting unless the
management either intends to liquidate the County Assembly’s or to cease operations,
or have no realistic alternative but to do so.

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.

Those charged with governance are responsible for overseeing the County
Assembly’s financial reporting process.

Auditor-General’s Responsibilities for the Audit of the Financial Statements

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
ISSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gishu for the year ended
30 June 2017
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or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional scepticism throughout the audit. | also:

L ]

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.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the County Assembly’s 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 going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the County Assembly’s ability to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the County Assembly to cease to 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 Assembly to express an opinion on the financial
statements.

Perform such other procedures as | consider necessary in the circumstances.

| communicate with the management regarding, among other matters, the planned
scope and timing of the audil and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gishu for the year ended
30 June 2017
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| also provide management with a statement that | 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.

L{;{UD«A‘

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

16 July 2018

Report of the Auditor-General on the Financial Statements of County Assembly of Uasin Gishu for the year ended
30 June 2017
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" IV. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 30™

JUNE, 2017

RECEIPTS

Transfers from the County Treasury/Exchequer

Releases
Proceeds from Sale of Assets
Other Receipts

TOTAL RECEIPTS

PAYMENTS

Compensation of Employees

Use of goods and services

Subsidies

Transfers to Other Government Entities
Other grants and transfers

Social Security Benefits

Acquisition of Assets

Finance Costs

Other Payments

TOTAL PAYMENTS

SURPLUS/DEFICIT

Note

2016/17 2015/16
Kshs Kshs
494,130,449 495,745,236
8,669,970 3,886,424
502,800,419 499,631,660
298,805,224 292,508,531
154,955,363 174,180,057
35,217,350
12,466,270 12,805,782
19,445 19,940
501,463,652 479,514,310
1,336,767 20,117,350

The explanatory notes to these financial statements form an integral part of the financial statements. The

financial statements were approved on 28" September 2017 and signed by:

J @LX%

Clerk of the Assembly
Name: Richard T. Chepkonga

Chief Finance Office — County Assembly
Name: Lazarus Kemboi
ICPAK Member Number:7993





