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L KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

The County is constituted as

Governor, who is responsible

(b) Key Management

per the constitution of Kenya and is headed by the County
for the general policy and strategic direction of the County.

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

- The County Executive Committees;
- The County Assembly;

- The County treasury; and

- The Ministries/Departments

(¢) Fiduciary Management

Designation

1.

2
3.
4

S kA

7.
8

9.
10.
11.
12.

13.
14.

(d) Fiduciary Oversight Arrangements

The key management personnel who held
2016 and who had direct fi
Lenku Seki-County Secretary

2. Alexius Njue Stephen- chief officer , Finance

I

Govemor

. Deputy Governor

County Secretary

. CECM - Administration, Coordination, Decentralization &

Disaster Management
CECM - Tourism & Wildlife

CECM - Finance, Economic Pl

Government

CECM - Lands, Urban Development & Physical Planning
. CECM - Public Works, Roads & Transport

CECM - Education, Gender & Social Services

CECM - Health, Sanitation & Medical Services

CECM - Water, Environment & Natura] Resources
CECM - Agriculture, Livestock Development & Fisheries

CECM -Trade and Industry
Clerk — County Assembly

duciary responsibility were:

anning ICT & E-

The key management personnel who held office during the financial year ended 30t June

2016 and who had direct fi

Name
Hon. Samuel K. Tunai
Hon. Evalyn Aruasa’
Mr. Lenku Seki

Hon. Allan Twala
Hon. Lena Munge
Hon. Morgan Siloma

Hon Andrew Koisamon
Hon. Ezekiel Rono
Hon. John Marindany
Hon. Vivian Mpetti
Hon. Rebecca Nkouwa
Hon. Nelson Keshei
Hon. Richard Birir

Mr. Shedd Simotwo

office during the financial year ended 30™ June
duciary responsibility were:

3. Poire Kakui, Senior Assistant Accountant General/ Head of Treasury
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(e) Entity Headquarters

P.O. Box 898-20500

County Headquarters House
Narok-Nakuru (C57) Highway
Narok, KENYA

(f) Entity Contacts
Telephone: (254)

E-mail: info@narok.go.ke
Website: www.narok.go.ke

(g) Entity Bankers

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

2. Kenya Commercial Bank
Narok Branch,
P. O. box 406-20500
Narok

(h) Independent Auditors

Auditor General

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

GOP 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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II. FORWARD BY THE CEC

I hereby forward the Financial Statements for the county Government of Narok for the Year ended 30th
June 2016.

These financial statements are prepared in accordance with the provisions of the Public finance
Management act 2012 S163 and Modified cash basis accounting under the Public Sector Accounting
Standards (IPSAS).

The County government was incepted in March 2013, and these financial statements relate to the third
year of its operations.

The Approved budget was Ksh. 8,306,980,318, out of which Ksh 5,588,974,795 was recurrent and Ksh
2,718,005,523 was development budget. In FY 2015/16, the County Government of Narok budgeted for
total revenue of Ksh 8,306,980,318; own revenue amounting to Ksh 2,344,032,784 and Central
Government transfers of Ksh. 5,287,901,138. And conditional grants of Ksh 657,156,396.

In FY 2015/16 the County Government of Narok spent a total of Ksh 7,5 86,036,417. Out of this, Ksh
2,538,215,381 was personnel wages Ksh 2,164,264,487 related to acquisition of assets while Ksh
2,883,553,881 was spent on operations and maintenance for the county and its entities.

Total revenue collected was Ksh 7,206,655,284. This was Ksh 5,287,901,138 from central Government ,
Ksh 165,816,194 for conditional grants and Ksh 1,752,937,952 from local sources. In Comparing receipts
against payments under the strict cut off of the financial year, there is a resultant deficit of Ksh
379,378,465, which is covered by the fund balance at the beginning of FY 201 5/16.

The County Government of Narok progressed well in implementing its programmes, key of which were
rehabilitation of main roads to make them passable, Improve human and livestock health, water
infrastructure development and facilitation of the business community in ensuring conducive

environment for doing business.

In FY 2015/16, the County Government of Narok enhanced prudent financial management by ensuring
that proper procurement processes were followed and enhanced the use of IFMIS for accountability and

achievement of the value-for money in all our financial operations.

The county government of Narok was however faced with various challenges in the process of actualizing

its activities. Some of them included:-

e The floods that affected Narok town and claimed lives and caused damage to property for the residents
thus affecting the economy which in turn adversely affected revenue.

e Prolonged drought which affected crop production in sections of Narok county.

The county government of Narok is set to manage the challenges through public participation, Civic
education, expansion of drains in Narok town and participatory leadership.

Sign

CEC
Narok County Government

&
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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 statememts 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 Governiment 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: (1) 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 opinjon 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 Govermnment’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.

S

County Executive Committee member — Finance
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REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of County Executive of Narok
set out on pages 6 to 35, which comprise the statement of 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 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.

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 misstatements,
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 judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessment, 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 Executive of Narok for the year ended
30 June 2016
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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.

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

Basis for Qualified Opinion
1.0 Maasai Mara Community Support Fund

The statement of receipts and payments reflects transfer to other government units
balance of Kshs.780,252,940. Included in the balance is a sum of Kshs.196,495,936
that was remitted to the Maasai Mara Community Support Fund (MMCSF). The Fund
was created through the Maasai Mara Community Support Fund Act, 2014. The
objective of the Fund was to establish a framework for resource allocation to the local
community, finance socio-economic development projects and improve health
standards by allocating 19% of the entry fees collected from Maasai Mara game
reserve to the Fund. However, the financial statements of the Fund were not prepared
and presented for audit review as required by Section 116(7) of the Public Finance
Management Act, 2012.

In the circumstances, the propriety of the expenditure amounting to Kshs.196,495,936
could not be confirmed.

2.0 Payment of Subsistence Allowances to County Public Service Board (CPSB)
Members

The County Public Service Board incurred an expenditure of Kshs.2,749,800 in respect
of subsistence allowance to various staff while on assignments away from their working
station. However, there was no documentary evidence such as programme of work,
attendance register, training programme and booking of conference facility, to justify
payment of the allowances. The propriety of the expenditure was therefore in doubt.

3.0 Motor Vehicle Repairs and Maintenance

The statement of receipts and payments under use of goods and services included
payments to various merchants were paid a total of Kshs.6,893,692 in respect of
repairing and maintaining motor vehicles. However, inspections reports from the
mechanical department requisition for repairs by the users and the conditions before
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of the repairs costs could not be confirmed.
4.0 Fixed Assets

Annex 4 to the financial statements shows that the fixed asset balance increased from
Kshs.32,377,594,479 as at 30 June 2015 to Kshs.34,021,688,145 as at 30 June 2016,
being an addition of Kshs.1,644,093,666. However, the statement of receipts and
payments reflects an expenditure of Kshs.2,174,760,423 which differs with the
increase in fixed assets of Kshs.1,644,093,666 at Annex 4 by Kshs.530,666,757.
Further, and as reported previously, the County Government did not maintain a fixed
assets register. In addition, the details of the assets and liabilities inherited from the

Report of the Auditor-General on the Financial Statements of County Executive of Narok for the year ended
30 June 2016
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defunct local authorities under the jurisdiction of Narok County have not been formally
determined and taken over by the County Government. Therefore, the completeness,
accuracy and existence of the balance of fixed assets of Kshs.34,021,688,145 as at
30 June 2016 could not be confirmed.

5.0 Cash and Cash Equivalents
5.1. Lack of Bank Reconciliations

The statement of assets reflected cash and cash equivalents balance of
Kshs.125,709,547 whose breakdown was reflected under explanatory note 22A to the
financial statements. However, the bank confirmation certificates, bank reconciliation
statements and cashbook extracts for the 23 bank accounts under the explanatory note
were not presented for audit confirmation.

5.2 Recurrent and Development Accounts at Central Bank of Kenya

The recurrent bank account No.1000171348 held at Central Bank of Kenya (CBK) had
a balance of Kshs.1,215,722 as shown under note 22A to the financial statements.
According to the bank certificate, the balance for the account was Kshs.141,371,519 as
at 30 June 2016. Similarly, the financial statements reflects a cash balance of
Kshs.4,046,248 in respect of the CBK Development A/c No. 1000 171 324, while the
bank certificate reflects Kshs.81,179,048 as at 30 June 2016. However, no bank
reconciliation statements were prepared in respect of the two accounts to authenticate
the balances reported in the financial statements.

5.3 Outstanding Imprests

The statement of assets reflected outstanding imprests balance of Kshs.4,041,530
whose breakdown is provided under note 23 to the financial statements. However, the
list of the imprest holders did not specify the warrant numbers and the date when the
imprest were taken. Therefore, it was not possible to verify the age of imprest and
whether or not the imprests had been utilised for the intended purpose and
accounted for.

6.0 Foreign Travel

Included in the balance under use of goods and services is cost on foreign travel
amounting to Kshs.37,068,419. Out of this amount an expenditure of Kshs.15,769,534,
was incurred to pay for air tickets for various foreign destinations. However, the
expenditure was not supported by relevant documents such as copies of invitation
letters, programmes, boarding passes and copies of passports as a justification of the
amount incurred. In the circumstance, the expenditure of Kshs.15,769,534 on foreign
trips could not be confirmed to be a proper charge to public funds.

7.0 Pending Bills

Annex | to the financial statements shows that as at 30 June 2016, the County
government of Narok had pending bills of Kshs.502,260,000, out of which
Kshs.370,060,000 was for supply of goods and services while Kshs.132,200,000 was
for development expenditure. However, the pending bills of Kshs.502,260,000 was not
supported with a schedule of individual creditors, contract agreements, LPOs and

Report of the Auditor-General on the Financial Statements of County Executive of Narok for the year ended
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LSOs. In addition, a status report for road works, indicated that the amount owed to
road contractors alone was Kshs.1,939,090,627 which differs significantly to what is
reported as pending bills. Therefore, the completeness, accuracy and existence of the
balance of pending bills of Kshs.502,260,000 at Annex | may be grossly understated as
at 30 June 2016.

Qualified Opinion

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of County Executive of Narok as at 30 June 2016, 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 comply with the
Public Finance Management Act, 2012.

Other Matter

1.0 Revenue Anaysis
1.1 Budgetary Performance — Revenue

The statement of receipts and payments for the year ended 30 June 2016 reflected
receipts of Kshs.7,206,655,284, which was made up of exchequer release of
Kshs.5,287,901,138. Transfers from other Government Entities of Kshs.165,816,194
and local revenue of Kshs.1,752,937,952. This was an increase of Kshs.938,190,529
(or 15%) over the total receipts in the previous financial year 2014/2015. While
exchequer releases increased by 14% from Kshs.4,629,250,045 to
Kshs.5,287,901,138, local revenue increased by 7% from Kshs.1,639,214,710 in the
financial year 2014/2015 to kshs.1,752,937,952 in the financial year 2015/2016 as
summarized below:

Receipts Budget Actual Variance %
Kshs. Kshs. Kshs.

Exchequer 5,305,791,138 | 5,287,901,138 17,890,000 100%

Transfer from other 657,156,396 | 165,816,194 | 491,340,202 25%

government Entities

Local 2.344,032,784 | 1,752,937,952 | 591,094,832 75%

Total 8,306,980,318 | 7,206,655,284 | 1,100,325,034 87%

Therefore, the County needs to increase its performance by ensuring local revenues
are realized at the fullest.

1.2 Review of Local Revenue Collection

The statement of receipts and payments shows that the County Executive of Narok
collected local revenue amounting to Kshs.1,752,937,932 as detailed under note |I,
comprising various revenue sources as shown in the table below:

Report of the Auditor-General on the Financial Statements of County Executive of Narok for the year ended
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Revenue Stream Budget Actual | Actual 2014/2015 | (%)
2015/16 2015/2016 (Kshs)
(Kshs) (Kshs)
SINg'e BUSINGSSIF Shmifs 32,500,000 17,121,396 21,472,633 | 53
&8ss Revene 77,000,000 81,606,866 29,113,872 | 106
Markets & slaughter fees 65,400,000 9,032,073 9,380,220 | 14
Fiousel Bents 18,000,000 420,950 1655695 | 2
Conservancy & Solid Waste 24 500 000 4.757.985 0 19
Vehicle Parking fees 40,000,000 2,776,930 6.887.024 | 7
Agricultural Produce Cess 24 500,000 19,335 516 4,344,968 | 79
Plot Rates 163,900,000 48,406,435 13,732,696 | 30
Miscellaneous income 252,704 596 150 147 542 8784364 | 63
Mara Game Reserve 1,645,528,188 1,544,667,775 1,543,843238 | 94
Total 2,344,032,748 1,752,937,952 1,639,214,710 | 75

The local revenue collected increased by Kshs.113,723,242 from Kshs.1,639,214,710
in the previous financial year 2014/15 to Kshs.1,752,937,952 in 2015/16. This is a 6%
change. However, although the actual revenue for the year increased by 6% over the
previous year, it was 25% below the budgeted target of Kshs.2,344,032,784. The
biggest shortfall was in the following items: collection of house rent with a deficit of
98%, vehicle parking fees deficit of 93% and Markets & Slaughter fees deficit of 86%.
This is not satisfactory. Therefore, the County Government needs to improve in several
revenue streams to achieve optimal revenue collection levels.

1.3. Single Business Permits (SPB)

A review of the summary of the business register shows that the County Government
of Narok had profiled 78 categories of businesses from which the expected annual
revenue was Kshs.28,578,435. However, the County government had a budget of
Kshs.32,500,000 from the SBP but collected only Kshs.17,121,396, implying that the
revenue fell short by Kshs.11,707,389 (or 41%) of the expected amount. However,
primary documents to support the actual amount collected were not provided for audit
review.

In the circumstance, the accuracy and validity of the revenue of Kshs.17,121,396 from
SBP could not be confirmed.

1.4 Revenue from Cess

Other receipts as detailed under note Il includes Kshs.81,606,866 in respect of
revenue from Cess which exceeds the budgeted amount of Kshs.77,000,000 by
Kshs.4,606, 866 (or 6%). Although, the fifth schedule of County Finance Bill for the
year outlined the chargeable cess rates, the accuracy and validity of the revenue of
Kshs.81,606,866 could not be confirmed since primary data like the number of barriers,
receipt books, machines and collection at each barrier were not provided for audit
review.

1.5 Market and Slaughter Fees

Report of the Auditor-General on the Financial Statements of County Executive of Narok for the year ended
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Other receipts also include actual markets and slaughter fees of Kshs.9,032,073
against budget of Kshs.65,400,000 implying a performance of 14%. However, there
was no list of the barter markets and slaughterhouses, which serve as a basis of the
budgeted revenue. The accuracy and validity of the revenue balance of
Kshs.9,032,073 could not be confirmed.

1.6. Rental Income

The housing register of Narok County Government shows that it owns 465 residential
housing units. The bedsitters include one-bedroom of 103 units, two-bedroom of 46
units and three-bedroom of 46 units. A computation of the chargeable market rent
shows that the revenue receivable from these houses is Kshs.930,240 per month or
Kshs.11,162,880 per annum. However, according to the budget, the rent receivable
was Kshs.1,000,000. In addition, the actual rent collected in the year was an
insignificant Kshs.19,400, giving a shortfall of Kshs.11,143,480 below the potential
revenue.

1.7 Plot Rates

During the year, the County Executive review of the plot rates register shows that there
are 10,729 plots in 49 trading centres from which the County Executive of Narok
collects rates. At an average annual rate of Kshs.1,500 per plot, the revenue
collectable is estimated to be Kshs.14,777,500. It was further noted that as at 30 June
2016, the plot rate arrears stood at Kshs.119,168,237. There is no evidence that Narok
County Executive has taken effective measures to enforce the collection of plot rates.
Evidently, the County Executive is losing a lot of revenue on rates and every effort
should be made to improve the situation.

1.8 Maasai Mara Game Reserve

The statement of receipts and payment under note Il shows that a sum of
Kshs.1,544,667,775 was collected from Maasai Mara game reserve during the year/
constituting 88% of the total local revenue collection. The amount was collected from
various streams as tabulated below:

Particulars Budgeted Actual Prior Year | Performance:
2015/2016 2014/2015 Actual /

Budget

(%)

Kshs Kshs Kshs %

Lodge Tarrifs 100,000,000 97,975,912 62,349,911 o8
Park Entry fees 1,365,055,410 | 1,382,088,983 | 1,450,889,281 101
Filming fes 11,000,000 30,000 2,111,841 0.2
Camping fees 30,000,000 11,419,596 1,048,897.00 38
Serena Levies 69,480,000 18,054,775 17,408,458 26
Balloon landing fees 69,992,778 35,098,509 10,034,850 50
Totals 1,645,628,188 | 1,544,667,775 | 1,543,843,238 94
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