REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENER AL

REPORT

OF

THE AUDITOR-GENERAL

ON

THE FINANCIAL STATEMENTS OF
COUNTY EXECUTIVE OF SAMBURU

FOR THE YEAR
ENDED 30 JUNE 2017




——

SAMBURU COUNTY GOVERN MENT

REPORTS AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED

JUNE 30, 2017

—_—

Prepared in accordance with the Cash Basis of Accounting Method under
Accounting Standards (IPSAS)

the International Public Sector



SAMBURU COUNTY GOVERNMENT
Reports and Financial Statements
For the year ended June 30, 2017

L]
Table of Contents
Page
[. KEY ENTITY INFORMATION AND MANAGEMENT .......oooorvooeeromrentecoeeesessssooe oo 2
ll. - FORWARD BY THE CEC...ccouttemmssmetmmssssonrssomsstssessooe 4
. STATEMENT OF MANAGEMENT RESPONSIBILITIES .....covcvovvvvevereereereeeeoeeeeees oo 6
IV." REPORT OF THE INDEPENDENT AUDITORS ON SAMBURU COUNTY EXECUTIVE.... . 7
I STATEMENT OF RECEIPTS AND PAYMENTS et 8
. STATEMENT OF ASSETS.....cotvionetnsimo st 9
.- STATEMENT OF CASH FLOWS.......coccmveosoeoeoooooooooo 10
V. SUMMARY STATEMENT OF APPROPRIATION: RECURRENT AND DEVELOPMENT
T —— 12
V. SUMMARY STATEMENT OF APPROPRIATION: RECURRENT ..o 14
Vi SUMMARY STATEMENT OF APPROPRIATION: DEVELOPMENT ... 15
VIl BUDGET EXECUTION BY PROGRAMMES AND SUB-PROGRAMMES .........co..ooomi 18
VIl SIGNIFICANT ACCOUNTING POLICIES .o 23
X. NOTES TO THE FINANCIAL STATEMENTS ... 27
X. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS ......oovoommrorooo 41
(This has been attached as a SEPArAE ANMEXUIE) .....ovve.cerrvceeesrmmeeeeeess oo 41



e i CT AVE NI I TN §

. Reports and Financial Statements
For the year ended June 30,2017

L KE¥ 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’s day-to-day management is under the following key organs:

- The Office of the Governor and Deputy Governor
- The County Assembly

- The Cabinet and

- The Accounting Officers

(¢) Fiduciary Management

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

June
2017 and who had direct fiduciary responsibility were:

No. Designation Name
Accounting . .

1, Officer Daniel Lenolkirna

2 CEC Member - Jonathan Leisen
Finance

3. Head of Treasury - Joseph Lekalkuli
Accounting

(d) Fiduciary Oversight Arrangements

Key fiduciary oversight arrangements in place include County Assembl

166/4(A) to be presented with quarterly financial reports not later than
each quarter.

y that is mandated by Section
one month after closure of

Under the same section, the Act consequently requires that copies of the same are presented to
Controller of Budgets, the National T

easury and the Commission for Revenue Allocation. The house
finance and audit committee activities also provides an important overs; ght role as it works closely

with the County Treasury in the budget preparations, engagement of public in budgeting processes,
reviews of finance bills, investigative roles and follow up on audit issues.

The Senate’s Public Accounts Committee is also presented with audit results and mandated to make
summons to the County Executives to appear before the committee as may deemed necessary.
Additionally, we have in place an internal audit department in line with provisions of PFM Act

Section 155 and this department has been instrumental in day to day strengthening of our internal
control systems and controls resulting to improved service delivery.
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(e) Entﬂy Headquarters

P.O. Box 3-20600,

Samburu County Headquarters,
Maralal-Nyahururu Road,
Maralal, KENYA

(f) Entity Contacts

Telephone: +254 065 62456, +254 65 62075
E-mail: info@samburu.go.ke
Website: www.samburu,go.ke

(g) Entity Bankers

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

2. Kenya Commercial Bank
P.0. BOX 260
Maralal

(h) Independent Auditors

Auditor General

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

GOP 00100

Nairobi, Kenya

(D) Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya
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I. FORWARD BY THE CEC

Preparation of annual financial reports is a key requirement of the PFM Act Section 163 which
stipulates that such report should be prepated in a format prescribed by Accounting Standards
Boards and shared with the relevant bodies such as The National Treasury, Controller of
Budget, The County Assembly, Commission on Revenue Allocation and the Auditor General
by 30" September of the subsequent financial year.

In the year 2016/17, Sambury County Government recorded major achievements key among them
included; Through its Agriculture department, the distribution of 250 camels that has helped in

areas., 40 tonnes of certified seeds were distributed throughout the county in order to boost food
security at household level. Additionally, a total of 420 bee hives and 15 harvesting kits were
distributed across the County. In livestock disease control, the County Government implemented an
average of two livestock vaccination sessions each quarter in order to safeguard community’s main

across the County in the year.

The County Government through its Works and Roads department achieved major milestones in its
development agenda. Up until close of Yr2016/1 7, the County Government successfully drilled and
equipped 71 boreholes across the County. This has seen increased number of residents and their

with floods.

Major achievements the County Government has realized in the year in environmental sector include
purchase of two trucks that has aided in garbage collection, development of two quarry sites to add
into community access to diversified livelihoods.

which are at their formative stage through purchase of vehicles, day to day operations, support e-
lodges, capacity building and trainings. This will go a long way in ensuring that they are linked to
external partners like the NRT and AWF that will be instrumental in their sustainability. This has also
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enhanced anti-poaching campaign in addition to enhanced security of the local communities
following intensified patrols by the rangers. There has been development of Tourism infrastructure in
Malaso and SNR headquarters. The County Government had also supported Women and Youth
through direct funding of a total of KES 15M in the year. A total of KES 9.8M was also repaid by the
groups which in turn was issued out as loans to new groups that qualified for the loans.

Samburu County Government in its quest to achieve its goals has also gone through its fair share of
challenges key among them include but not limited to rapid changes in IFMIS reengineering that has
delayed payment processes as learning curves have sometime been very steep. There have been delays
in cash flows from National Treasury especially in the first two quarters. There has been inadequate
number of technical staff and in their capacities too. Resource envelop has also been below
expectation mainly due to heavy reliance on Tourism as its major revenue earner which has been
negatively affected in the recent years due to cases of insecurities and prolonged drought situation.

ince and Economic Planning,
SAMBURU COUNTY GOVERNMENT
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III. ST%TEMENT 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 receipts and consolidated financial statements for all County
Government entities in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board.

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, 2017, 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.

Approval of the financial statements

The County Government’s financial statements were approved and signed by the CEC member for
finance on 2017.

County E ve Committee member — Finance
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF SAMBURU
FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| have audited the accompanying financial statements of County Executive of
Samburu set out on pages 8 to 64, which comprise the statement of financial assets
as at 30 June 2017, and the statement of receipts and payments, statement of cash
flows, summary statements of appropriation: recurrent, development and combined
and budget execution by programmes and sub-programmes 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 discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly,
the financial position of County Executive of Samburu as at 30 June 2017, and of its
financial performance and its cash flows for the year 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 Inaccurate Statement of Assets

The statement of assets for the year ended June 30, 2017 has not balanced. While
the reported total financial assets stands at Kshs.345,360,011.15, the corresponding
financial liabilities figure stands at Kshs.104,674,215 giving a net financial asset figure
of Kshs.240,685,797 which does not agree with net fund balance of
Kshs.264,365,526. This also differs with the cash and cash equivalents at the end of
the year of Kshs.202,918,767.

In the circumstances, the accuracy of the statement of assets as at 30 June 2017
could not confirmed.

Report of the Auditor-General on the Financial Statements of County Executive of Samburu for the vear ended
20 June 2017
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In addition, the amended financial statements headings at pages 12, 18, 23, 57, 61,
and 64 reads consolidated reports and financial statements and therefore lacks
consistency. No efforts have been made to correct the inconsistencies in the
headings.

2.0 Incorrect Cash Balance
2.1 Bank Reconciliation Statements

Examination of bank reconciliation statements presented for audit disclosed the
following anomalies:

a. Central Bank of Kenya Development Account No.10001707743
i. Unpresented Cheques (Outstanding Payments)

The bank reconciliation statement as at 30 June 2017 reflects unpresented cheques
amounting to Kshs.74,933,587.90. However, examination of the statement revealed
additional unpresented cheques of Kshs.11,613,867.90 bringing the total
unrepresented cheques to Kshs.86,547,855.80 as at 30 June, 2017. Several cheques
were outstanding for more than six months. It was further observed that cheque
numbers generated by IFMIS at cashbook level differed with the cheque numbers as
per bank statement and as a result the management relied on payment voucher

numbers in preparation of reconciliation statements.

The use of payment voucher numbers in reconciling the cashbook and bank balance
is irregular as a payment voucher may be used to pay several cheques and cannot
therefore be used as a reconciling reference since the bank statement reflects cheque
numbers only. It has not been explained on what circumstances cheque numbers
reflected in the cashbook differed with the numbers reflected on the bank statements.

Consequently, it has not been possible to confirm the accuracy of the reconciliation
statement.

i. Payments in the Bank Statements not Recorded in the Cash Book

The bank reconciliation statement reflected payments in bank statement not in cash
book totaling Kshs.54,270,091.45. Out of this amount, Kshs.11,708,616.30 of the
unbooked payments were reversed leaving a balance of Kshs.42,561,475.15.

No documents in support of these payments were produced for audit and it was
therefore not possible to establish for what purposes the expenditure was incurred.

b. Central Bank of Kenya Recurrent Account No. 1000170808
i. Unpresented cheques (Outstanding Payments)

The bank reconciliation statement as at 30 June 2017 reflected unpresented cheques
of Kshs.119,013,729.85. However, examination of the bank reconciliation statement
revealed additional unpresented cheques of Kshs.45,814,415.70 bringing the total to
Kshs.164,828,145.55. It was further observed that cheque numbers generated by
IFMIS at cashbook level differed with the cheque numbers as per bank statement and

Report of the Auditor-General on the Financial Statements of County Executive of Samburu for the year ended
30 June 2017
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as a result the management relied on payment voucher numbers in preparation of
reconciliation statements. The use of payment voucher numbers in reconciling the
cashbook and bank balance is irregular as a payment voucher may be used to pay
several cheques and cannot therefore be used as a reconciling reference since the
bank statement reflects cheque numbers only. it has not been explained on what
circumstances cheque numbers reflected in the cashbook differed with the numbers
reflected on the bank statements.

Consequently, it has not been possible to confirm the accuracy of the reconciliation
statement.

ii. Payments in the Bank Statements not in the Cashbook

The bank reconciliation statement reflected payments in bank statements not in the
cash book totaling Kshs.3,152,414.10. However, examination of the bank
reconciliation  statement revealed additional unbooked payments of
Kshs.57,161,461.45. Documents against which the payments were made were not
presented for audit verification and it was therefore not possible to establish for what
purposes the expenditure was incurred.

c. Deposit Account No. 1000201948
Payments in the Bank not Recorded in the Cash Book

The bank reconciliation statement as at 30 June 2017 reflected payments of
Kshs.30,954,243.10 arising from payments drawn from the bank in favour of various
payees but were not posted in the cashbook . The payments were irregular
withdrawals from the deposit account to cater for both recurrent and development
activities. However, the withdrawals were not authorized as no evidence was
produced for audit verifications.

Although Kshs.23,693,139.65 has since been refunded, leaving a balance of
Kshs.6,703,827.60 outstanding, no explanation has been given for the irregular
withdrawal or why the amount has not been booked in the cashbook.

In the circumstances, the accuracy of the balance of Kshs.104,674,215 reflected in
the statement of assets could not be confirmed.

2.2 Undisclosed Bank Accounts

The following six (6) bank accounts with a total balance of Kshs.9,606,132.50 were
not disclosed in the financial statements for the year ended 30 June 2017. No
explanation has been given for failure to disclose the bank accounts and their
balances as at 30 June 2017.

Bank Name Account Name Account Number Balance

(Kshs)
Kenya Commercial | Samburu County 1144505623 702,870
Bank Government

Report of the Auditor-General on the Financial Statements of County Executive of Samburu for the year ended
30 June 2017
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Kenya Commercial | Samburu County 1147720185 4,088
Bank Government
Kenya Commercial | Samburu County 1162918217 |8,139,995.50
Bank Government
Kenya Commercial | Samburu County 1180998030 754,061
Bank Government
Kenya Commercial | Samburu County 1116674564 5,118
Bank Government
Equity Bank Samburu County Maralal - | 1100261379532 0
Limited International Camel Derby

Total 9,606,132.50

In the circumstances, the accuracy of the statement of assets could not be confirmed.

3.0 Understated Outstanding Imprest

The statement of asset for the year ended 30, June 2017 reflected outstanding imprest
- Government Imprest of Kshs.45,546,602 as detailed under note 22 to the financial
statements. However, the figure differs with imprest register figure of Kshs.65,113,698
as shown below:

Year | Amount (Kshs)
2013/2014 B 21,183,472.00
| 2014/2015 | 10,775,658.00
2015/2016 28,757,740.00
2016/2017 - 4,396,828.00
 Total N 65,113,698.00

The reported balance of outstanding imprest was therefore understated by
Kshs.19,567,096. Although it has been explained that recoveries of the outstanding
amount has been effected, no evidence of recovery from the payroll has been
produced for audit verifications.

In the circumstances, the accuracy and completeness of the statement of assets could
not be confirmed.

4.0 Receivable from County Assembly

Included in the statement of assets is accounts receivable of Kshs.61,446,759.90 out
of which Ksihs.15,527,402.35 represents payiments made by the County Executive on
behalf of the County Assembly during the financial year 2015/2016. However,
payment vouchers in support of the figure were not presented for audit or explained
why it has not been possible to recover that amount from the County Assembly.

In the absence of the payment details, the validity of the expenditure could not be
confirmed.

Report of the Auditor-General on the Finuncial Statements of County Executive of Samburu for the year ended
30 June 2017
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