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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON COUNTY GOVERNMENT OF
MARSABIT FOR THE YEAR ENDED 30 JUNE 2015

REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of County Government of
Marsabit set out on pages 9 to 39, which comprise the statement of assets and
liabilites as at 30 June 2015, and the statement of receipts and payments,
statement of cash flows and summary statement of appropriation: recurrent and
development combined for the year then ended, and a summary of significant
accounting policies and other explanatory information, in accordance with the
provisions of Article 229 of the Constitution of Kenya and section 8 of the Public
Audit Act, 2003. | 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 4 of the Public
Audit Act, 2003.

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 9 (2) of the Public
Audit Act, 2003 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 (ISSAls). 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
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procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the County Government'’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. Accuracy of the Financial Statements

The statement of Receipts and Payments for the year ended 30 June 2015 reflected
total receipts of Kshs.4,646,790,215 and total payments of Kshs.4,847,130,318.
However, the respective ledger reflected total payments of Kshs.4,846,606,969
resulting to an unexplained variance of Kshs.523,349 which translated to an
overstatement of the financial statements by the same amount as shown below;

Payments Balances as e
per FS Ledger balances | Variation

Specialized materials and

services 120,891,686.00 120,691,686.00 | 200,000.00

Foreign travel 14,857,879.00 14.827,878.00 | 30,001.00

Purchase of certified seeds,

ez gl iy & 092 el 6,592,327.00 6,299,026.00 | 293,301.00

Construction of building 409,316,300.00 409,316,345.00 (45.00)

Rehabilitation & renovation of

plant machinery & equipment | 44 54965600 |  41,649,564.00 92.00

Total variance 593,307,848 592,784,499 | 523,349.00

Further, the combined summary statement of appropriation for the year ended 30
June 2015 reflect actual exchequer releases of Kshs.5,122,445,500 while the
statement of receipts and payments reflect releases of Kshs.4,527,792,200 for the
same period resulting to an unreconciled and unexplained variance of
Kshs.594,653,300. In addition, the comparative figures (opening balances) in the
financial statements for the year under review differs with the certified figures for the
year ended 30 June 2014 by Kshs.514,530,051 as follows;

| Item Bailance in| 2013/14 Balance BiF in | Difference |
2013/14 Certified 2014/15
A/Cs
Total
Receipts 4.111,195,378 3,853,930,352 257,265,026
Total
Payments 2,964,752,724 2,769,770,066 194,982,658
Surplus 1,146,442 654 1,084,160,287 62,282,367
Total 8,222,390,756 7,707,860,705 514,530,051
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This difference affected the accuracy of all other opening balances.

Further, although proceeds from domestic and foreign grants of Kshs.13,170,000
were included in the statement of receipts and payments, the amount was omitted in
the combined summary statement of appropriation.

In view of the foregoing, the accuracy of the financial statements as a whole as at 30
June 2015 could not be ascertained.

2. Budgetary Control and Performance

During the year under review, the County Government approved a budget of
Kshs.5,753,813,946.0 comprised of a recurrent expenditure estimate of
Kshs.2,742,614,073.00 (48%) and development expenditure estimate of
Kshs.3,011,199,873.00 (52%).

The County Government had 13 cost centers namely the County Executive services
(Office of the Governor), County Assembly, Financial management services,
Agriculture, Public service board, Education Youth affairs, Health Services,
Administration and ICT, Physical planning and Development, Public Works, Water
Services, Trade and Industry and Culture and Social services as summarized below;

Cost Center Absorption
Vote Approved Budget Actual Rate

Marsabit County

Executive Recurrent 2,335,611,545.76 | 2,111,155,543.00 90%

Marsabit County

Assembly Recurrent 407,002,527.00 404,951,499.11 99%

Total Recurrent 2,742,614,072.76 | 2,516,107,042.11 92%

Marsabit County

Executive Development| 2,930,199,873.24 | 2,514,403,400.00 86%

Marsabit County

Assembly Development 81,000,000.00 81,000,000.00 100%

Total Development 3,011,199,873.24 | 2,595,403,400.00 86%

Grand total 5,753,813,946.00 | 5,111,510,442.11 89%

(i) Expenditure

(a) Recurrent expenditure

The actual

expenditure

Kshs.2,516,107,042.00 against
represented an absorption rate of 92% as follows;

a budget

on recurrent

activities

amounted to
of Kshs.2,742,614,073.00 which

Sub Head

Approved Budget

Actual

Variance

Absorption
Rate

Executive Services

(Office of the Governor

288,480,000.00

276,352,516.00

12,127,484.00

96%

County Assembly

407,002,527.00

404,951,499.11

2,051,027.89

99%
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Finance Management

649,917,729.40

534,995,443.00

114,922,286.40

82%

Agriculture 126,757,582.00 | 120,187,738.00 6,569,844.00 95%
County Public Services 60,829,169.17 54,786,859.00 6,042,310.17 90%
Education Youth Affairs 71,477,561.90 69,244,454.00 2,233,107.90 97%
Health Services 632,413,940.20 | 613,945,402.00 | 18,468,538.20 97%
Administration and ICT 163,945,442.19 | 124,419,797.00 | 39,525,645.19 76%

Physical Planning

Development 72,470,416.40 70,000,166.00 2,470,250.40 97%
Public Works 62,867,500.00 56,773,524.00 6,093,976.00 90%
Water Services 105,945,700.00 96,239,905.00 9,705,795.00 91%
Trade and Industry 54,749,108.20 52,071,016.00 2,678,092.20 95%
Culture and Social

Services 45,757,396.30 42,138,723.00 3,618,673.30 92%
Grand Total 2,742,614,072.76 | 2,516,107,042.11 | 226,507,030.65 92%

The County Assembly registered the highest budget utilization rate of 99%.

It was noted that the department of finance management services, health services
and the executive services (Office of the Governor) had an allocation amounting to
Kshs.1,570,811,669.60 which accounted for 57% of the entire allocation for the

County.

(b) Development Expenditure

The total expenditure on development activities amounted to Kshs.2,595,403,400.00
against a budget of Kshs.3,011,199,873.24 which represented an absorption rate of

86% as follows;

Budget

Approved utilization | Absorption
Sub Head Budget Kshs Actual Kshs | Difference Kshs Rate %
Executive Services 60,000,000.00 20,437,310.00 39,562,690.00 34%
Finance Management | 1 196,213,997.00 | 1,145,397,764.00 50,816,233.00 96%
Agriculture 122,010,798.24 89,540,055.00 32,470,743.24 73%
County Public Services 7,000,000.00 3,289,373.00 3,710,627.00 47%
Education Youth Affairs| 122 800,000.00 | 121,578,963.00 1,221,037.00 99%
Health Services 230,000,000.00 | 157,991,358.00 72,008,642.00 69%
Administration and ICT 93,000,000.00 91,225,189.00 1,774,811.00 98%
Physical Planning
Development 153,800,000.00 | 147,295,349.00 6,504,651.00 96%
Public Works 215,475,078.00 | 155,339,666.00 60,135,412.00 72%
Water Services 529,900,000.00 | 438,559,945.00 91,340,055.00 83%
Trade and Industry 118,000,000.00 78,835,318.00 39,164,682.00 67%
Culture and Social 82,000,000.00 64,913,110.00 17,086,890.00 79%
Services
County Assembly 81,000,000.00 81,000,000.00 - 100%
Grant Total 3,011,199,873.24 | 2,595,403,400.00 | 415,796,473.24
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The County Assembly registered the highest budget utilization rate of 100%.

The total under — expenditure for the recurrent and development votes was
Kshs.22,507,030.65 and Kshs.415,796,473.24 both totalling to Kshs.642,303,503.89
rendering the entire budget unrealistic.

In the circumstances, the residents of Marsabit did not get the expected and
promised services equivalent to the un utilized budget of Kshs.642,303,503.89.

(ii)

During the financial year under review, total revenue amounted to
Kshs.4,646,790,214.00 which comprised of local revenue of Kshs.105,828,015.00,
DANIDA grants of Kshs.13,170,000.00 and exchequer releases of
Kshs.4,527,792,199.00 as follows;

Revenue

Summary of Total Receipts

Amount Received
(Kshs)

4,527,792,199.00
105,828,015.00

13,170,000.00
4,646,790,214.00

Details
Exchequer releases

Amount Budgeted (Kshs)
5,685,565,194
48,628,610

13,170,000
5,747,903,804

Local Revenue
DANIDA grants
Total

The total local revenue collected of Kshs.105,828,015.00 registered an increase of
Kshs.57,199,405 (118%) compared to the previous financial year's collection of
Kshs.48,628,610.00 as follows;

Monthly Revenue Collection

2013/14 2014/15 Variance
July. 2014 5,683,515.00 6,679,295.00 1,095,780.00
Aug. 2014 2,305,980.00 15,517,409.00 13,211,429.00
Sept. 2014 3,269,735.00 7,370,841.00 4,101,106.00
Oct. 2014 2,019,760.00 7,794,453.00 5,774,693.00
Nov. 2014 4,047,870.00 5,375,373.00 1,327,503.00
Dec. 2014 2,481,098.00 6,217,045.00 3,735,947.00
Jan. 2015 3,238,943.00 7,173,803.00 3,934,860.00
Feb. 2015 3,776,128.00 8,184,875.00 4,408,747.00
Mar. 2015 4,684,742.00 12,566,713.00 7,881,971.00
Apr. 2015 4,129,993.00 9,966,232.00 5,836,239.00
May. 2015 6,519,051.00 8,326,074.00 1,807,023.00
Jun. 2015 6,571,795.00 10,655,902.00 4,084,107.00
Total 48,628,610.00 105,828,015.00 57,199,405.00
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