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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF KIRINYAGA
FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of County Executive of Kirinyaga
set out on pages 1 to 47, which comprise the statement of assets and liabilities as at
30 June, 2024 and the statement of receipts and payments, statement of cash flows and
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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, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of County Executive of Kirinyaga as at 30 June, 2024 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
County Government Act, 2012 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Variances Between Financial Statements Balances and Integrated
Financial Management Information System (IFMIS) Report

The financial statements for the year ended 30 June, 2024 reflects account balances that
are at variance with the corresponding account balances generated from IFMIS as
summarized below.

Description Amount as per
Amount as per IFMIS
Financial Report/Trial
Statement Balance Variances
(Kshs.) (Kshs.) (Kshs.)
Compensation of Employees 2,613,372,430 2,606,797,796 6,574,634
Use of Goods and Services 1,222,387,241 1,156,814 919 | 65,572,322
Acquisition of Assets 798,320,000 817,617,322 | (19,297,322)
Other Payments 109,110,255 173,686,255 | (64,576,000)

In the circumstances, the accuracy and completeness of the respective payments
amounts reflected in the statement of receipts and payments could not be confirmed.

2. Use of Goods and Services

The statement of receipts and payments reflects payments of Kshs.2,613,372,430 for use
of goods and services as disclosed in Note 4. Review of payment vouchers and related
documents revealed the following anomalies;

2.1 Irregular Payment of Revenue Collector’s Allowances

The financial statement reflects Kshs.61,192,117 in respect of domestic travel and
subsistence allowance amounting to as disclosed in Note 4. The balance includes
payments amounting to Kshs. 4,301,100 paid to revenue officers at various rates through
various payment platforms for breakfast allowances, allowances for officers working
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during weekend period, allowances for working non-official working hours and taxi
services payments. However, there is no approved Policy to guide on the basis of rate of
payment.

In the circumstances, the validity and accuracy of payments of allowances amount of
Kshs.4,301,100 could not be confirmed.

2.2 Anomalies in Training Expenses
The financial statement reflects Kshs.25,611,474 in respect of training expenses as

disclosed in Note 4, from which an expenditure amount of Kshs.3,778,000 had the
following anomalies:

S/No | Voucher No. Amounts | Anomalies
Date (Kshs.)
1 1200 21/11/2023 661,000 | Facilitation request memo done after the
interviews were conducted
2 1111 22/11/2023 600,000 | List of participants not provided
3 1113 16/11/2023 450,000 | Evidence of work done not provided
4 1112 22/11/2023 120,000 | List of participants not provided
5 3089 15/5/2024 750,000 | Evidence of 50 participants not provided
6 1136 15/11/2023 657,000 | Evidence of participants and facilitators not
provided
7 3090 15/5/2024 540,000 | Expected /results report not provided
Total 3,778,000

In the circumstances, the validity and regularity of Kshs 3,778,000 amount incurred for
training could not be confirmed.

3. Lack of Ageing Analysis for Payables.

The financial statements reflect Kshs.1,229,536,760 in respect of pending accounts
payable balance as disclosed in Note 20 and Annex 2 on other important disclosures.
Included in this amount is additions for the financial year amounting to Kshs. 587,410,045
due to suppliers for goods, works and services translating to an increase of 48% for the
year. In addition, the pending Accounts Payable was not supported by an ageing analysis.
Further, Annex 3 of the financial statements reflects other pending staff payables for
middle management amounting to Kshs.22,824,601 as staff payables. However, the
pending staff payables were not supported with an Ageing Analysis in the note to the
financial statements.

In the circumstances, the accuracy and completeness of the pending bills amount of
Kshs. 1,229,536,760 could not be confirmed.

4. Non-Disclosure of Bank Balances

The statement of assets and liabilities reflects Kshs.136,814,671 in respect of bank
balances as disclosed in Note 13A to the financial statement. However, the balance
excludes an amount of Kshs.62,500,000 held at a Commercial Bank (Ecobank) in the

Report of the Auditor-General on County Executive of Kirinyaga for the year ended 30 June, 2024

3



account name of Kirinyaga County Sagana Agro Industrial Park. Further, the authority to
open Ecobank account was not provided for audit.

In addition, an amount of Kshs.134,432,040 on account of FLOCCA was transferred from
County Revenue Fund to County executive. However, only Kshs. 133,689,625 was
reflected in the financial statement of the County Executive leaving unexplained
difference of Kshs.742,415. In addition, DANIDA funding amount of Kshs. 15,402,000
was transferred to County Executive from County Revenue Fund. However, only
Kshs.15,477,000 was reflected in the financial statement of County Executive leaving
Kshs.75,000 unexplained difference.

In the circumstances, the accuracy and completeness of bank balances totalling
Kshs.136,814,670 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIls). | am independent of the County Government of Kirinyaga
Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable 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 qualified opinion.

Emphasis of Matter

1.0 Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.6,481,998,272 and Kshs.5,356,680,031
respectively, resulting to budget shortfall of Kshs.1,125,393,241 or 17%% of the approved
budget.

The underfunding of the approved budget affects the planned activities and may have
negatively impacted service delivery to the public.

2.0 Long Outstanding Pending Bills

The list of pending bills reflects an amount of Kshs.1,229,5636,760, with some long
outstanding debt amounting to Kshs.827,767,929 which have remained un paid as a first
charge contrary to Regulation 41(2) of the Public Finance Management Regulations
(County Governments), 2015.

In addition, the debt increased by Kshs.587,410,045 in the current year compared with
the previous financial year. The pending bill status report at the time of audit was not
provided. Delay in payment of bills may lead to extra charges of interests and penalties
levied by suppliers.

In the circumstances, Management was in breach of the law.

My opinion is not modified in respect of these matters.
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Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion, | have determined that there are no other key audit
matters to communicate in my report.

Other Matter
Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of Internal Controls, Risk Management and
Governance. However, Management has not resolved the issues as at 30 June, 2024.

Other Information

The Management is responsible for the Other Information set out on page iv to xxxvii
which comprise of Key Entity Information and Management, Governance Statement,
forwarded by the CEC Finance and Economic Planning, Environmental and Sustainability
Reporting and Statement of Management Responsibilities. The Other Information does
not include the financial statements and my audit report thereon.

In connection with my audit on the County Executive’s financial statements, my
responsibility is to read the Other Information and in doing so, consider whether the other
information is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. If based on the work
| have performed, | conclude that there is a material misstatement of this Other
Information, | am required to report that fact. | have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1. Irregularities in Human Resource Management Practices
1.1 Non-Adherence to Fiscal Responsibility Principle

The statement of receipts and payments reflects Kshs.2,613,372,430 as payment for
compensation of employees as disclosed in Note 3 to the financial statements, which
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translates to 49% of the County Executive’s total receipts of Kshs.5,356,680,031. This is
contrary to Regulation 25(1)(b) of the Public Finance Management (County
Governments) Regulations, 2015, which states that the County Government expenditure
on wages and benefits for public officers should not exceed 35% of the County
Government total revenue.

In the circumstances, Management was in breach of the law.
1.2 Non-Compliance with the One Third of Basic Salary Rule

Review of payroll records revealed that two hundred and forty-nine (249) employees with
basic pay of Kshs.11,261,061 earned less than a third of basic salary contrary to Section
C.1 (3) of County HR Policies and Procedures and Section19(3) of Employment Act 2007
which stipulates that without prejudice to any right of recovery of any debt due, and
notwithstanding the provisions of any other written law, the total amount of all deductions
made by an employer from the wages of his employee at any one time shall not exceed
two-thirds of such wages.

In the circumstances, Management was in breach of the law.
1.3 Irregular Engagement of Casual Workers

During the year under review, the County Executive engaged casual workers on a
contract of service for a period of three months renewable as per sample of contract
letters provided.

However, their appointment letters, the list of all casuals engaged and their personal
records were not provided for audit. Further, the payment to the casuals was made to the
heads of departments monthly through payment vouchers. It was therefore not possible
to know and confirm the number of casual workers engaged and their approved rates of
payment. This is contrary to Section 66 to 68 of County Governments Act, 2012 that
requires authority from Public Service Board to hire casuals, and section 9(1)(a) of
Employment Act, 2007 that states that a contract of service for a period or a number of
working days which amount in the aggregate to the equivalent, of three months or more;
shall be in writing.

In the circumstances, Management was in breach of the law.
1.4 Non-Compliance with the Law on Staff Ethnic Diversity

Review of human resource records revealed that as at 30 June, 2024 the County
Executive had two thousand three hundred and fifty-seven (2,357) members of staff, out
of which two thousand two hundred and sixty-seven (2,267) or 92% of the members of
staff are from the dominant ethnic community in the County contrary to the provisions of
Section7(2)(2) of the National Cohesion and Integration Act, which requires that no public
establishment shall have more than two thirds of its staff from the same ethnic community.

In the circumstances, Management was in breach of the law.
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2. Ineffective Management of Contracts

21 Construction of a Three Storey Medical Complex in Kianyaga Sub County
Hospital

Review of the implementation of the construction contract during the year ended 30 June,
2024 revealed the following anomalies:

I.  The contract for the construction of a three (3) storey medical complex at Kianyaga
Sub County Hospital was awarded to local contractor at a sum of Kshs.288,867,930
with project commencement date of 12 October, 2021 and a completion date of 28
August, 2023, a contract period of 98 weeks. However, the contract was extended
for 61 weeks from 29 August, 2023 to 29 November, 2024. As at the time of audit in
the month of September, 2024, payments of Kshs.216,723,995 had been made,
translating to 75% of the contract sum. However, according to implementation status
report the completion status was at 70% implying that the project is behind schedule
and payment may have made for works not executed.

ii. It was also noted that the contractor vide letter dated 24 April, 2024 wrote to the
project implementation committee on stoppage of works due to non-payment. The
Management attributed the nonpayment to underfunding of the approved budget.

i. It was also observed that during the year under review, on 14 August, 2023,
subcontracts valued at Kshs. 137,508,864 were awarded to the contractor for the
main works through direct procurement as detailed below;

Contract Value
Description/Activity of Project (Kshs.)
1 | Proposed upgrading of Kianyaga Sub County Hospital 17,300,000
(CCTV & access control)
2 | Proposed upgrading of Kianyaga Sub County hospital 29,801,005
(generator installation works)
3 | Installation of medical gases system at Kianyaga Sub 34,772,570
County Hospital
4 | Installation of [.P.P.B.X Telephone instruments & 19,139,729
structured cabling works at Kianyaga sub-county
hospital
9 | Installation of solar water heating system Kianyaga 36,495,560
Sub County hospital (CCTV & access control)
137,508,864

There was no evidence of negotiation with the Supplier as required by Regulation
90(1)(d) of the Public Procurement and Asset Disposal Regulations, 2020. At the
time of audit, in September 2024 the contracts had not been implemented.
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In the circumstances, the County may not get value for money for the itemized projects
on implementation.

2.2 Construction of Three Storey Medical Complex at Kimbimbi Sub County
Hospital

Review of the contract for the construction of a three-storey medical complex at Kimbimbi
Sub County Hospital revealed the following:

i.  Alocal contractor was awarded the construction of a three- storey medical complex
at Kimbimbi Sub County Hospital at contract sum of Kshs.288,867,930 with project
commencement date of 12 October, 2021 and completion date of 28 August, 2023,
a contract period of 98 weeks. The contract was extended for 61 weeks from 29
August, 2023 to 29 November, 2024. As at the time of audit, payments amounting
to Kshs. 202,050,708 had been made translating to 70% of the contract sum.
However, according to implementation status report the completion status was at
70% implying that the project is behind schedule and payment may have made for
works not executed.

ii. The contractor vide letter dated 24th April, 2024 wrote to the project implementation
committee on stoppage of works due to non-payment. The Management attributed
the nonpayment to underfunding of the approved budget.

iii. Procurement contracts for the subcontracts estimated at Kshs.137,508,864 were
awarded to the contractor for the main works on 14 August, 2023 through direct
procurement as detailed below:

Contract Value
Description/Activity of Project (Kshs.)
1 Proposed upgrading of Kimbimbi Sub County 17,300,000
Hospital (CCTV & access control)
2 Installation of solar water heating system 36,495,560
Kimbimbi Sub County hospital (CCTV & access
control)
3 Installation of medical gases system at Kimbimbi 34,772,570
Sub County hospital
4 Installation of [.P.P.B.X Telephone instruments & 19,139,729
structured cabling works at Kimbimbi Sub-County
Hospital
5 Installation of solar water heating system 29,801,005
Kimbimbi Sub County Hospital (CCTV & access
control)
137,508,864

At the time of audit, September 2024 the contract had not been implemented.
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