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I.  KEY ENTITY INFORMATION AND MANAGEMENT

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

(b) Key Management

The entity’s day-to-day management is under the following key organs:

- County Assembly Service Board (CASB)
- Management of the Committee

(¢) Fiduciary Management

The key management personnel who held office during the year ended 30™ June, 2016 and
who had direct fiduciary responsibility were:

No. Designation Name

1. Accounting Officer - John Ongwae Mosongo
=SLISHCoonLS - Julia Naliaka Lunani
Controller

(d) Fiduciary Oversight Arrangements

®  County Assembly Public Accounts Committee
The committee is responsible for examination of the accounts showing the appropriations of the
sum voted by the County Assembly to meet the public expenditure and of such other accounts
laid before the County Assembly.

*  County Assembly Budget & Appropriations Committee
Investigate, inquire into and report on all matters related to coordination, control and monitoring
of the of the budget estimates.

*  County Assembly Public Service Committee
Responsible for oversight of all matters related to public service such as labour related issues.

*  County Assembly Implementation Committee
The Committee shall scrutinize the resolutions of the County Assembly, including adopted
committee reports, petitions and the undertakings from the County Executive Committee.

(e) Entity Headquarters

P.O. BOX 1886 - 50200
BUNGOMA, KENYA
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(f) Entity Contacts

Telephone: (+254) 722 585582
E-mail: bungomacountyassembly@gmail.com or info@bungomaassembly.go.ke
Website: http://www.bungomaassembly.go.ke/

(g) Entity Bankers

1. Central Bank ot Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200

Nairobi, Kenya

2. Kenya Commercial Bank of Kenya
Bungoma Branch
P.O. Box 201-50200
Bungoma, Kenya

3. Co-operative Bank of Kenya
Bungoma Branch
P.O. Box 1964-50200
Bungoma, Kenya

(h) Independent Auditors
Auditor General
Kenya National Audit Office
Anniversary Towers University Way
P.O. Box 30084-00100
Nairobi, Kenya
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II. FORWARD BY THE CLERK OF THE ASSEMBLY

The County Assembly spent Kshs.476,451,810 during the year under review as recurrent
expenditures. Kshs.43,388,458 allocated for development expenditure was spent development of
intranet system, installation of fire fighting equipment among others. A total of Kshs.208 million was
spent on Compensation of employees while Kshs.209 million was utilized for the use of goods and
services.

The County Assembly currently has the capacity to undertake key departmental functions. With
current enhancement of various County Assembly departments such as Sergeant at Arms, Hansard,
Procurement and Budget department, the County Assembly is able to undertake its functions
effectively. The County Assembly has also undertaken its staff members to various trainings
conducted by Kenya School of Government, Centre for Parliamentary Studies (CPST) and Society of
Clerks at the Table (Soccat).

The County Assembly is yet to finalize on its Strategic Plan that will guide in undertaking the key
strategic objectives. The County Assembly has also had challenges on secure offices and committee
rooms. The CASB has undertaken to pursue construction of offices and committee rooms during the
financial year 2016/2017. An allocation of Kshs.49.5million was approved in the budget towards this
construction.

The major implementation challenges faced by the County Assembly and the during the financial year
2015/2016 were as follows; delay of disbursement of funds, IFMIS connectivity challenges, limited
budget resources vis a vis demand for the resources. Thus the County Assembly recommends for
timely disbursement of funds by The National treasury, the national treasury to address [FMIS
connectivity delay challenges and prioritising activities to utilise the limited budgeted resources.

Sign -

Clerk of the County Assembly
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STATEMENT OF MANAGEMENT RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the accounting officer for a county government entity shall prepare financial statements in
respect of that entity. Section 81 (3) requires the financial statements so prepared to be in a form that
complies with relevant accounting standards as prescribed the Public Sector Accounting Standards
Board of Kenya from time to time.

The Accounting Officer in charge of the County Assembly of Bungoma is responsible for the
preparation and presentation of the County Assembly tinancial statements, which give a true and fair
view of the state of affairs of the County Assembly for and as at the end of the financial year (period)
ended on June 30, 2016. This responsibilitly includes: (1) maintaining adequate inancial 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 entity; (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
Assembly; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Accounting Officer in charge of the County Assembly of Bungoma accepts responsibility for the
County Assembly 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 Accounting Officer is of the opinion that the County
Assembly financial statements give a true and fair view of the state of County Assembly transactions
during the financial year ended June 30, 2016, and of the County Assembly financial position as at that
date. The Accounting Officer in charge of the County Assembly of Bungoma further confirms the
completeness of the accounting records maintained for the Assembly which have been relied upon in
the preparation of the County Assembly financial statements as well as the adequacy of the systems of
internal financial control.

The Accounting Officer in charge of the County Assembly of Bungoma confirms that the entity has
complied fully with applicable Government Regulations and the terms of external financing covenants
(where applicable), and that the entity’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 Accounting
Officer confirms that the County Assembly 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 Assembly financial statements were authorised for issue by JOHN ONGWAE MOSONGO
the Accounting Offiger on 18" October 2016

Clerk of the Cow y'Assembly
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FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of the County Assembly of
Bungoma set out on pages 4 to 26, which comprise the statement of financial assets
as at 30 June, 2016, and the statement of receipts and payments, statement of cash
flows and summary statement of appropriation: recurrent and development combined
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.

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
Report of the Auditor-General on the Financial Statements of County Assembly of Bungoma for the year ended
30 Jurne 2016
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opinion on the effectiveness of the County Assembly’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.

| believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my adverse audit opinion.

Basis for Adverse Opinion

1.0 Presentation, Accuracy and Completeness of the Financial Statements

(i) The financial statements reflect employee costs amounting to Kshs.208,420,153
for the months of October 2015 to June 2016. However, the balance differs from
the balance of Kshs.212,487,517 reflected in the Integrated Payroll and
Personnel Database. The variance of Kshs.4,067,364 has not been explained or
reconciled.

(i) The International Public Sector Accounting Standards (Cash Basis) financial
statements presentation format prescribed by the National Treasury requires the
management to prepare Budget Execution Programmes and Sub-programmes.
However, these were not included in the financial statements for the year under
review.

(i)  The financial statements for the Assembly for the financial year 2015/2016 were
prepared and submitted to the Auditor-General on 24 October 2016 which was
past the deadline of 30 September 2016 prescribed in law. Therefore, the
County Assembly breached the law.

In the circumstances, the presentation of the financial statements does not conform to
(IPSAS - Cash Basis) prescribed by the National Treasury and International Public
Sector Accounting Standards and the Public Finance Management Act, 2012.

2.0 Un-vouched Expenditure

Eleven Payment vouchers for various expenditure items totaling Kshs.16,677,430 in
value were not made available for audit verification. The payments were made
between 10 August 2015 and 14 November 2015 as multiple imprests to one staff
member — Kshs.10,500,000; sitting allowances — Kshs.1,700,000; conference services
- Kshs.3,017,880 and daily subsistence allowances — Kshs.1,459,550. Management
has not provided any explanation for their failure to provide for audit review the
documents to support these expenditure.

Consequently, the propriety of the expenditure totaling Kshs.16,677,430 incurred
during the year under review cannot be ascertained.

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

2



3.0 Unsupported Expenditure

The County Assembly incurred, during the year under review, expenditure totaling to
Kshs.6,453,590 on air travel, catering and conference services but management did
not present documents to support the expenditures.

. Amount
No Categories Kshs
1 Air travel 3,675,350
2 Catering and conference facilities 2,778,240
Total 6,453,590

Consequently, the propriety of the unsupported payments of Kshs.6,453,590 cannot be
confirmed.

4.0 Pending Bills

The County Assembly had pending bills totaling to Kshs.37,215,364 as at 30 June
2016 made up of recurrent vote Kshs.31,501,163 and development vote
Kshs.5,714,201. However, the cash and cash equivalents balance carried forward was
Kshs.96,618. It is not clear how the County Assembly committed expenditures in
excess of available funds. Further, contracts and other supporting documents related
to the pending bills were not presented for audit review. In the circumstance, the
accuracy, propriety and value-for-money for the expenditure of Kshs.37,215,364 could
not be ascertained.

5.0 Irregularities in Procurement of Goods and Services

5.1 Procurement of Legal Services

During, the year under review, the Assembly management engaged a legal firm to
provide legal services at a cost of Kshs.2,000,000.00 and which sum was paid to the
firm during the year. However, the related procurement records were not provided for
audit review. As a result, it has not been possible to confirm the propriety of the
expenditure.

5.2 Renovation Works on Main Building Roof

A contractor was awarded the tender for renovation works on the County Assembly
building’s roof at a contract sum of Kshs.2,156,946 which sum was eventually paid in
whole. However, the works were not supervised by the Ministry of Public Works as
required. Consequently, it has not been possible to confirm the quality and scope of
work done relative to the bills of quantity, and whether the County Assembly obtained
value-for-money on the contract.

5.3 Design and Development of the County Assembly Website

A web design firm, M/S BCH Logic Studios, was awarded the tender to design and
develop the County Assembly website at a contract sum of Kshs.1,800,000. However,
examination of tender documents and physical verification revealed that in spite of the

Report of the Auditor-General on the Financial Statements of County Assembly of Bungoma for the year ended
30 June 2016
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respective payments having been made to the firm, a number of components valued at
Kshs.785,000 were not installed, as indicated below:

No Description of work not done but paid for Contract \:(asl::
1 Mail hosting & staff training & articulation . 265, 000 |
2 Maintenance SCO, hosting & social media 300.000
3 Documentation 145,000
4 Project Launch & deployment 75,000
Total 785,000

In the circumstance, the County Assembly did not obtain value-for-money on the
contract and propriety of expenditure totaling to Kshs.785,000 cannot be confirmed.

54 Electrical Works and Server Room Installation

A contract was awarded to M/s Lyss Enterprise Ltd for electrical works and server-
room installation at a sum of Kshs.4,250,000 and the company paid Kshs.2,625,391.
However, the procurement was done through quotations as opposed to open tender.

Further, the contractor supplied a power meter and four batteries 20 lumps instead of a
KVA UPS (Item D — 10 of the contract) without authority from tender committee to vary
the contracted supplies.

As a result, it has not been possible to confirm whether the County Assembly got value
for its money in the transaction.

5.5 Asset Tagging and Register Preparation

M/S Tritek Consultant Ltd was awarded a contract to tag assets owned by the County
Assembly and prepare an asset register at a contract sum of Kshs.5,500,000. The
contract was awarded through a quotation although the value of the services was much
higher than maximum threshold for quotations and should therefore have been
procured through expression of interest. Therefore, the County Assembly management
breached public procurement regulations, as well as assets disposal laws and
regulations.

5.6 Renovation Works at County Assembly Library

M/S Lecandx Company and Namamuka Agency were awarded tenders at a contract
sum of Kshs.2,484,836 and Kshs.1,648,254 respectively for renovation works on the
County Assembly Library. However, the tender was split and awarded to M/S Lecandx
Co. and M/S Namamuka Agency at Kshs.2,484,836 and Kshs.1,648,254 respectively,
or Kshs.4,133,090 in aggregate which sum was much higher than the amounts quoted
by the two firms when bidding for the full contract as shown below;

Amount
Contractor (Kshs.)
M/S Namamuka Agencies 3,632,255
M/S Lecandx Company 4,053,005
M/S Bustani Enterprises 3,300,000

Report of the Auditor-General on the Financial Statements of County Assembly of Bungoma for the year ended
30 June 2016
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The Assembly would have saved Kshs.833,090 had the contract been awarded to the
lowest bidder.

Further, physical verification of the project revealed that the library was not in use
almost two years after it was completed.

5.7 Procurement of Insurance Services

The Public Procurement and Disposal Act 2005 requires public entities, in each new
financial year, prequalify potential suppliers that are to be invited to bid for contracts
when supply needs arise. However, during the year under review, the County
Assembly management renewed an insurance services contract valued at
Kshs.294,439,898 for three years without subjecting the contractor M/S Johncele
Insurance Brokers to a competitive process. The tender evaluation Minutes do not
show details of other bidders.

Under the circumstance, it was not possible to confirm whether the Assembly obtained
value-for-money on the contract valued at Kshs.294,439,898.

As a result, the propriety and value-for-money of the expenditure totaling
Kshs.311,640,325 incurred on insurance services during the year under review cannot
be confirmed.

6.0 Irregular MCA Allowances during Presidential Visit

During the year under review, MCAs were paid two-day allowances totaling
Kshs.1,100,400 to facilitate them attend a presidential function held in the County.
There was no justification for the payment to the MCAs. Further, there was no
budgetary allocation for the activity alleged to have taken place on 14 November 2015.

Consequently, the County Assembly breached regulations governing payment of
allowances.

7.0 Public Participation Expenditure

During the year under review, a total of Kshs.5,880,800 was irregularly paid out as
allowances paid to members of the public, MCA’s and staff for participating in public
functions contrary to Salaries and Remuneration Commission regulations that prohibit
such payments.

8.0 Car Loan and Mortgage Funds

During the year under review, the County Assembly diverted a total of Kshs.63,855,500
out of the members Car and Mortgage Fund to finance operational activities of the
County Assembly. Even though, management has explained that the funds, which
were reportedly used to finance the Assembly’s operations, were short-term
borrowings that would be refunded later, it is not clear under what authority such
arrangements were allowed. Further, the balance of Kshs.10,586,100 of the car and
mortgage fund used under similar arrangement in the year 2014/2015 has not been
refunded, and therefore the cumulative balance of irregular transfers from the fund was
Kshs.74,441,600 as at 30 June 2016.

Report of the Auditor-General on the Financial Statements of County Assembly of Bungoma for the year ended
30 June 2016
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In addition, loans management committee members were paid a total of
Kshs.4,130,000 in respect of general administration expenses without relevant
supporting documents.

The County Assembly has also not prepared separate financial statements for each of
the funds as required.

Further, the committee did not recover loans as expected and as a resuit, loan arrears
totaled Kshs.22,569,697 as at 30 June 2016. Therefore, it is not certain that County
Assembly member Ioans would be recovered before the end of their term.

In the circumstances, it has not been possible to confirm that the car and mortgage
funds were applied lawfully and accounted for as prescribed in Public Financial
Regulations.

9.0 Irregular Operation of Standing Imprest

A total of Kshs.80,023,044 and Kshs.42,485,924 were withdrawn by two County
Assembly staff respectively which sums were way above the required limit of
Kshs.700,000. Further, in the previous year, the Assembly paid standing imprest funds
through the personal accounts of the two staff members instead of operating an
imprest bank account as required by Public Financial Management Regulations.

As a result, the County Assembly breached regulations governing administration of
standing imprest and therefore, the propriety of imprest payments totaling
Kshs.122,508,968 as at 30 June 2016 cannot be confirmed.

10.0 Employees Costs

10.1 Irregular Salary Advances

Staff were paid Kshs.645,000 as advances from standing imprest instead of through
the Integrated Payroll and Personnel Database (IPPD) as required. However, there
was no evidence showing that the advances were recovered.

10.2 Non-compliance with One-third of Basic Salary Rule

Members of the County Assembly were awarded loans and their deductions have not
complied with the one-third rule since net pay for most of the members was way below
one-third (1/3) of their respective basic pay.

As a result, the County Assembly management breached regulations governing
administration of employee compensation.

Adverse Opinion

In my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion paragraph, the financial statements do not present fairly, in all
material respects, the financial position of County Assembly of Bungoma as at 30
June, 2016, and of its financial performance and its cash flows for the year then ended,

Report of the Auditor-General on the Financial Statements of County Assembly of Bungoma for the year ended
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in accordance with International Public Sector Accounting Standards (Cash Basis) and
do not comply with the Public Finance Management Act, 2012.

Other Matter

1.0 Budgetary Control and Performance

11 Budgetary Analysis

Some of the expenditures incurred by the County Assembly during the year under
review were not in accordance with approved line/item allocations as funds were re-
allocated to expenditure items which had no budget provision. As in the previous year,
the Assembly failed to meet its expenditure targets and incurred over or under
expenditures of more than 10% as shown in the appendix to this report.

Consequently, the Assembly did not operate within the approved budget and
performance objectives.

1.2 Budgetary Re-allocation of Tax Arrears

A payment of Kshs.30,261,826 was made to Kenya Revenue Authority (KRA) in
respect of tax arrears. The funds were paid from amounts re-allocated from the budget
of committees, boards and conferences. However, the payment had not been
budgeted for in the financial year under review and authority to re-allocate funds to
taxes was not sought from the County Assembly.

2.0 Internal Control Environment
2.1 Fuel Control and Usage

a) The County Assembly did not maintain updated stores records during the year
under review. The current ledger was opened on 12 November, 2015. However,
transactions were not recorded as and when they occurred. In some instances,
transactions were recorded days or weeks after they occurred.

b) Proforma invoices presented for audit indicated that the Assembly paid for fuel in
advance but there were no detailed orders showing fuel consumed.

c) Fuel records indicated that total fuel consumed between 12 November, 2015 and
30 June, 2016 totaled 7,433 litres while total fuel purchased was 6,507 litres thus
implying that the fuel register was not reconciled periodically. The discrepancy of
926 litres of fuel consumed but not bought has not been explained.

2.2 Audit Committee not Instituted

The management had as at 30 June 2016 not established an audit committee as
required by Section 167 of the County Public Financial Management Regulations of
March 2015. Further, the management had not developed and implemented a risk
management framework and policy to guide the achievement of the County Assembly’s
strategic goals and objectives.

Report of the Auditor-General on the Financial Statements of County Assembly of Bungoma for the year ended
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