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1. KEY ENTITY INFORMATION AND MANAGEMENT

a) Background information

The County is constituted as per the constitution of Kenya 1s headed by the County Governor, who

is responsible for the general policy and strategic direction of the County.
b) Key Management

The County Executive of Homa Bay day-to-day management is under the following key organs:

- HL.E CYPRIAN OTIENO AWITI - GOVERNOR;
- H.E HAMILTON ORATA - DEPUTY GOVERNOR;
- HON.ISAIAH OGWE - COUNTY SECRETARY

¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30™ June 2019
and who had direct fiduciary responsibility were:

1. Accounting Officer -Hon. Nicholas Koriko
2 Chief Officer - Finance -Mr. Noah Otieno

3. Head of Accounts -Mr. Daniel Owuor

4. Deputy Head of Accounts -Mr. Samuel Mainda

d) Fiduciary Oversight Arrangements

o Audit and finance committee activities
-Strengthening systems and Internal Controls

o County Assembly Committee Activities
-Approval of Budgets
_Oversight of Development Projects
-Other Checks and Balances

¢) Entity Headquarters

P.O. Box 469-40300
Homa Bay
Homa Bay, KENYA

f) Entity Contacts

Tel. +254 (2038617565/55)
E-mail: governorsofﬁcehomabaycmmty.go.ke
Website: www.homabay.go.keWebsite: www.go.ke
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g) Entity Bankers

1.

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200
Nairobi, Kenya

Co-operative Bank Kenya Ltd
Co-operative House

Moi Avenue,

P.0. BOX 30084-00100,
Nairobi, Kenya

Equity Bank Kenya Ltd
P.O Box 75104-00200,
Equity Centre,

Nairobi, Kenya

Kenya Commercial Bank Ltd
Kencom House,

Moi Avenue,

P.O Box, 48400-00100,
Nairobi, Kenya.

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.0.Box 40112

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

It is my pleasure to present the County Executive of Homa Bay financial statements for the year
ended 30™ June 2019.The financial statements present the financial performance of the County
Government over the past year.

The promulgation of the Constitution of Kenya, 2010 under Chapter 11 ushered Kenya into a new
system of governance, replacing the centralized system with a devolved system of governance.
The devolved system of governance consists of the National Government and 47 County
Governments.

Financing of the County Governments

Article 202 of the Constitution of Kenya provides that revenue raised nationally shall be shared
equitably among the National Government and the County Governments. Each County Government's
equitable share of revenue raised nationally, is determined yearly through the County Allocation of
Revenue Act (CARA). The revenue sharing formula is developed by the Commission on Revenue
Allocation and approved by Parliament in accordance with Article 217 of the Constitution.

The County also finances its operations through own generated revenues. These are revenues
collected within the County. The key local revenue sources for Homa Bay County included
business permits, land rates, business plan approval, advertising fees, cesses and various other
administrative charges. ‘

The County continues to explore new and innovative ways of increasing its local revenue
collections. Some of the steps that the County has taken towards improving its revenue

collections include:

1) REVENUE COLLECTION
The County Government Revenue is now on Unstructured Automation System where by
all daily revenue collections are done online. We have distributed computers to all the Sub
Counties in preparation for the Structured System whereby the revenues which normally
fall due in quarterly, half yearly and yearly will be collected online. Our Ultimate
programme is to synchronize payments of revenue in one portal and introduce a cash less
system through Mpesa pay bill

T — )
CECJMEANCE, ECONOMIC PLANNING AND SERVICE DELIVERY
COUNTY EXECUTIVE OF HOMA BAY.
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3. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Qections 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.

The County Executive Committee (CEC) member for finance of the County Government 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, 2019. This responsibility includes: (i) 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 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, 2019, 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 Government’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 28§ 2019.

R

/‘7 V—
A T

/ —
County Fkutive Committee Member — Finance
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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF HOMA BAY
FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| have audited the accompanying financial statements of the County Executive of Homa
Bay set out on pages 6 to 38, which comprise of the statement of assets and liabilities
as at 30 June, 2019, statement of receipts and payments, statement of cash flows and
the 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 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 matter described in the Basis for Adverse
Opinion section of my report, the financial statements do not present fairly, the financial
position of the County Executive of Homa Bay as at 30 June, 2019 and of its financial
performance and its cash flows for the year then ended, in accordance with the
International Public Sector Accounting Standards (Cash Basis) and do not comply with
the County Governments Act, 2012 and the Public Finance Management Act, 2012.

Basis for Adverse Opinion
1. lrregular Use of Unbanked Receipts

As disclosed under Note 4 to the financial statements, the statement of receipts and
payments reflects County own generated receipts of Kshs.215,039,531. Included in the
figure is health sector revenue of Kshs.125,654,378. However, the hospitals did not bank
the money into the County Revenue Fund account contrary to section 109(2) of the Public
Finance Management Act, 2012. The money was instead directly spent at source after
collection using the Authority to Incur Expenditure without undergoing the relevant
approval process.

In the circumstances, the completeness and accuracy of county own generated receipts
of Kshs.215,039,531 reflected in the statement of receipts and payments for the year
ended 30 June, 2019 could not be ascertained.

Report of the Auditor-General on County Executive of Homa Bay for the yvear ended 30 June, 2019



2. Payments Made Outside Integrated Financial Management Information System
(IFMIS)

A review of the bank statements revealed transfer of funds to departmental operations
accounts amounting to Kshs.452,463,000. The funds were utilized in the payments at the
various departmental level. However, the transactions were made outside IFMIS and
vouchers were used to support those payments.

In the circumstances, the accuracy, completeness and validity of the payments made
outside the IFMIS of Kshs.452,463,000 for the year ending 30 June, 2019 could not be
confirmed.

3. Unsupported Expenditure

Examination of the statement of receipts and payments revealed the following
unsatisfactory matters: -

3.1. Unsupported Construction of Finance Office

As disclosed under Note 11 to the financial statements, the statement of receipts and
payments reflects an expenditure amounting to Kshs.1,048,074,713 in respect of
acquisition of assets which includes Kshs.44,257,616 for construction of a finance office
block. However, Management did not provide the tender documents including the
advertisement, opening minutes, technical evaluation report, letter of acceptance, bill of
quantities and contract agreement for audit review.

3.2. Unsupported Expenditure - Routine Maintenance of Motor Vehicles and Other
Transport Equipment

As disclosed under Note 7 to the financial statements, the statement of receipts and
payments reflects an expenditure amounting to Kshs.871,221,489 in respect of use of
goods and services. The figure includes routine maintenance of motor vehicles and other
transport equipment of Kshs.27,873,625 and Kenya Devolution Conference of
Kshs.12,000,000. However, the Management did not provide for relevant documents
including the payment vouchers, for audit review.

3.3. Unsupported Social Security and Benefits

As disclosed under Note 10 to the financial statements, the statement of receipts and
payments reflects social security benefits expenditure of Kshs.13,031,720. However, the

Management did not provide for audit reV|ew the general ledger and other relevant

documents to support the expenditure.™
Consequently, the occurrence, completeness and accuracy of the statement of receipts
and payments for the year ending 30 June, 2019 could not be confirmed.

[4. Unsupported Prior Year Adjustments

As disclosed under Note 16 to the financial statements, the statement of assets and
liabilities reflects a prior year adjustment of Kshs.16,451,778. Although the Management

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
2



explained that the prior year adjustments were in respect of administrative expenses that
were omitted in 2017/2018 financial year, journal entry vouchers and schedules in support
of the adjustments thereof were not provided for audit review.

Consequently, the validity and accuracy of adjustment of Kshs.9,600,138 and subsequent
effect in the financial statements could not be confirmed.

5. Incomplete Upgrading of Nyakwere Market

As disclosed under Note 11 to the financial statements, the statement of receipts and
payments reflects acquisition of assets of Kshs.1,048,074,713 which includes
Kshs.24,343,271 paid for upgrading of Nyakwere Market. The contact was awarded to a
contractor at Kshs.50,544,192 for a period of eight (8) months commencing in July, 2017.
The project is co-funded by the County Executive and UN-Habitat. The UN-Habitat was
to contribute US$250,000 equivalent to Kshs.25,000,000 while the County Executive was
to contribute Kshs.25,544,192.

Examination of the records and implementation agreement revealed that the
Management made payments directly through the operations account outside the
Integrated Financial Management Information System (IFMIS). The project was
incomplete at the time of the audit and the total contribution received from the Donor had
not been disclosed.

Consequently, the validity, accuracy and completeness of the Kshs.24,343,271 paid for
the year ending 30 June, 2019 could not be confirmed.

6. Pending Accounts Payables (Bills)

Annex 2 to the financial statements reflects pending accounts payables (bills) of
Kshs.314,867,512 which were not settled during the year under review but were carried
forward to the 2019/2020 financial year. However, included in the pending bills is
Kshs.297,903,741 which constitutes bills that were not supported by authentic and
verifiable source documents and schedules clearly indicating type of supply, contracted
amount, amount paid during the year and the outstanding balances at the year end.

Whereas pending bills constitute a first charge during the subsequent budget, the validity,
completeness and accuracy of the pending accounts payables(bills) of Kshs.314,867,512
under Annex 2 could not be ascertained.

7. Non-Accounting of Liquor Fees

The Management had budgeted liquor licensing fees of Kshs.2,689,383. However, the
Management did not prepare and submit for audit the financial statements of the Alcoholic
Drinks Control Fund. Further, supporting documents by way of total revenue collected,
bank statements, liquor outlets and licensing books were not provided for audit review.
This is contrary to the requirements of Homa Bay County Alcoholic Drinks Control Act,
2015.

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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Under the circumstances, the accuracy, completeness and validity of the liquor licensing
fees could not be ascertained.

8. Irregular Termination and Re-award of Contract

Included in the acquisition of assets expenditure of Kshs.1,048,074,713 is an amount of
Kshs.7,989,989 paid for construction of the proposed animal feeds factory and a Godown
at Arujo Area. The contract was awarded to a contractor at a sum of Kshs.45,160,064
and the commencement date was 28 April, 2015 for a period of eight (8) months. The
tender was however terminated on 11 April, 2018.

During the year under review, the contractor was paid Kshs.7,989,989 bringing the total
payments to date to Kshs.37,701,989 as at 30 June, 2019. It was however, not explained
how the tender was re-awarded to the same contractor. A physical verification of the
project on 19 September, 2019 revealed that the project was incomplete.

Further, minutes of the meeting held on 2 November, 2018 indicated that the cost of the
project had been varied from Kshs.45,160,064 to Kshs.66,715,364 leading to a cost
variation of Kshs.21,555,300 or 48%. The total contract price was, therefore, varied by
more than 25% contrary to section 139(4)(e) of the Public Procurement and Assets
Disposal Act, 2015.

In addition, the Management had also entered into a contract with an engineering services
firm to supply, install and commission a 9 ton-per-hour animal feeds equipment at the
animal feeds factory at a cost of Kshs.42,245,280 on 12 June, 2014. The Management
made an advance payment of Kshs.38,730,861 to the supplier. According to the contract,
manufacturing was to start by August, 2014 but the equipment had not been delivered by
the time of audit. )

Consequently, the regularity and value for money of the expenditure of Kshs.38,730,861
incurred so far on the project could not be confirmed.

The audit was conducted in accordance with the International Standards of Supreme
Audit Institutions (ISSAls). | am independent of County Executive of Homa Bay
Management in accordance with ISSAI 130 on 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 adverse opinion.}

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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Other Matter
1. Budget Control and Performance

The summary statement of appropriation - recurrent and development combined reflects
approved receipts budget and actual on comparable basis of Kshs.8,467,339,450 and
Kshs.7,007,495,034 respectively resulting to a shortfall of Kshs.1,459,844.,416 or 1.7% of
the approved budget. Similarly, the statement reflects an approved expenditure budget
and actual on comparative basis of Kshs.8,467,339,450 and Kshs.6,062,300,218
respectively resulting to an overall under expenditure of Kshs.2,405,039,232 or 2.8% of
the budget.

Although the under collection and under expenditure are minimal, a review of the
individual vote and components revealed that the County Executive utilized
Kshs.3,136,349,023 on Compensation of employees against the approved budget of
Kshs.2,972,262,653 thereby occasioning an unauthorized expenditure amounting to
Kshs.164,086,370. Further, under acquisition of assets, the County Executive expended
an amount of Kshs.1,048,074,713 against the approved budget of Kshs.3,010,026,009
resulting to significant under-expenditure of Kshs.1,961,951,296 or 65%. The under
expenditure is indicative that some planned activities and programs for the year may not
have been undertaken.

Consequently, under expenditure on development budget may impact negatively on
service delivery to the residents of Homa Bay County.

2. Outstanding Imprests

The statement of assets and liabilities reflects accounts receivables - outstanding
imprests of Kshs.11,117,900 which were not surrendered within seven (7) days after the
imprest holders had returned to their duty station. This represent a substantial amount of
cash in the hands of the county employees which could lead to liquidity shortage.

The Management has not put in place mechanism to ensure that imprests are
surrendered within 7 days after end of the assignment including recovery with interest at
the Central Bank of Kenya exchange rate.

3. Prior Year Unresolved Issues

In the audit report of the previous year, several paragraphs 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, although the Management has indicated that some issues have
been responded to while others are awaiting feedback, the matters have remained
unresolved as the Senate has yet to deliberate on the same.

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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REPORT ON LAWFULNESS AND EFFECTIVENESS
RESOURCES

IN USE OF PUBLIC

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in 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. Stalled and Incomplete Projects

As disclosed under Note 11 to the financial statements, the statement of receipts and
payments reflects acquisition of assets of Kshs.1,048,074,713. A review of records
indicated that the Management entered into contract to undertake several projects across
the County. However, physical verification in September, 2019 revealed the following

unsatisfactory observations: -

Projects Verification

Contract Amounts
Contract price Paid
Project Name Duration (Kshs.) (Kshs.) | Project status
Miyuga- Four (4) Months 4,263,572 3,932,795 | Not implemented
Mawego Road from 27 March,
2018
Kogwe- Twenty-seven 5,860,000 5,860,000 | Not implemented
Randung- (27) Weeks from
Sinema Road 23 March, 2018
Nyangwethe — Fifteen (15) 4,287,360 4,287,360 | Not constructed.
Sindo Road weeks, from 4
April, 2018 ,
Rapedhi — Riat | Twenty-Seven 5,860,000 | 5,860,000. | Not implemented
Road weeks (27) from
23 March, 2018
Kadongo- Twelve (12) 687,270,373 | 481,403,416 | Road furniture
Gendia Road months from works worth
| October, 2015 . | Kshs.23,900,000 |
was outstanding
Construction of 2,508,620 2,508,620 | Spillway was
Kobondo Water washed away by
Pan Spillway water
Construction of | One (1) year from | 28,228,308 | 18,548,551 | Project was less
A Perimeter 10 June, 2016 than 60%
Wall

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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Contract Amounts
Contract price Paid
Project Name Duration (Kshs.) (Kshs.) | Project status
complete & with
NEMA Caveat
Construction of | Five (5) months 19,816,800 5,078,915 | Work was not
Qutpatient and | from 24 April, complete and
Casualty Block | 2012 the contractor
at Rachuonyo was not on site.
District Hospital
Construction of | Twelve (12) 0 650,000 | Stalled and the
Apuoche ECDE | Weeks from 13 contractor was
Classrooms October, 2018 not on site
Sixteen (16) 99,917,204. | 51,373,856 | Projects were
Water Projects not complete
and not in use
and had not
received
WARMA
approval.
Construction of | Six (6) months 0| 12,940,392 | Construction had
Maize July, 2015 stopped at
Processing window level and
Plant at Kigoto- the contractor
Suba was nhot on site.
Construction of | Forty-two (42) 23,139,180 9,860,396 | Construction
Post — Harvest | weeks from June, © | was at
Grain Handling | 2016 substructure
Facility at Kigoto level and the
contractor was
not on site
Total 881,151,417 | 602,304,301

Management paid for works that were not complete or had not been started. In the
circumstances, it is not possible to confirm whether the citizens of Homa Bay County have
received value for money on projects.

2. Compliance with the Public Finance Management Regulations, 2015 - Fiscal
Discipline :

The statements of receipts and payments reflects compensation of employees’ of
Kshs.3,136,349,023 which accounted for fifty percent (50%) of the total receipts of
Kshs.6,273,065,867. The expenditure is above the thirty-five percent (35%) limit provided
for under regulation 25(b) of the Public Finance Management (County Governments)
Regulations, 2015.

Report of the Auditor-General on County Executive of Homa Bay Jor the year ended 30 June, 2019
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Consequently, the Management is in breach of the regulations.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion
1. Summary of Assets Register

Disclosed in Annex 7 to the financial statements is a summary of assets register indicating
additions in 2018/2019 of Kshs.56,165,738 and the balance brought forward from
2017/218 of Kshs.1,347,545,717 all totalling Kshs.1,403,711,455 as at 30 June, 2019.
However, a review of the assets’ register and other records revealed that various assets
inherited from the defunct local authorities and County Councils have not been disclosed
or valued.

In the circumstances, the valuation and completeness of the assets recorded in the assets
register cannot be confirmed.

2. Lack of Risk Management Policy Framework

The Management did not avail supporting evidence of the existence of a Risk
Management Policy Framework that ensured all operations were performed within the
approved risk tolerance levels for audit review. There was no documented Disaster
Recovery Plan to deal with loss of data or information in case of systems failures or to
_protect the IT infrastructure in the event of disaster.

In the circumstances, | am unable to confirm existence of effective risk management
measures.

3. Lack of Approved Staff Establishment

The Management did not avail supporting evidence, for audit review, of existence of a
- Human Resource Management Policy Framework or an approved staff establishment to

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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guide in determining optimal staffing levels, filling of vacancies, recruitment and
placement of staff. As a result, the available and filled positions were not properly
identified and defined in the organizational structure.

In the circumstances, effective management of human resources could not be confirmed.
4. Integrated Payroll and Personnel Database

Data analysis of the Integrated Personnel Payroll Database (IPPD) system revealed that
two (2) staff members did not have Personal Identification Numbers (PIN) in the payroll,
three (3) staff members had unusual PIN and a member of staff was removed from the
payroll system in December, 2018 without any explanation in the personnel file yet the
member was an employee during the year.

In the circumstances, the adequacy of the controls which are built to ensure the integrity
of the data in the payroll system could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether processes
and systems of internal control, risk management and overall governance were operating
effectively, in all material respects. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the International Public Sector Accounting Standards
(Cash Basis) and for maintaining effective 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 and for its assessment of the effectiveness
of internal control, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
County Executive’s ability to continue to sustain its services, disclosing, as applicable,
matters related to sustainability of services and using the applicable basis of accounting
unless Management is aware of intention to dissolve the County Executive or cease
operations.

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.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the County Executive monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion 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. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
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inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management’s use of the application basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the County
Executive’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the County
Executive to cease to continue to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the County Executive to express an opinion on the financial
statements.

Perform such other procedures as | consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

Report of the Auditor-General on County Executive of Homa Bay for the year ended 30 June, 2019
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| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

\

AUDITOR-GENERAL

Nairobi
22 December, 2020
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COUNTY EXECUTIVE OF HOMA BAY

Reports and Financial Statements
For the year ended June 30,2019

FINANCIAL STATEMENTS

2019.

RECEIPTS

2018/2019

3.1. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 30 JUNE

2017/2018

Exchequer releases

’f 1 5,618,088,000 6,523,200,000

Conditional Grants from National Government 5 189,495,832 315,664,060
Conditional Grants from Development Partners 3 250,442,504 148,875,353
County Own Generated Receipts 4 215,039,531 101,919,410
TOTAL RECEIPTS _ 6,273,065,867 7,089,658,823
PAYMENTS
Compensation of Employees 6 3.13 6,349,023 2,437,524,927
Use of goods and services 7 871,221,489 ‘ 1,405,813,058
Transfers to Other Government Units(County
Assembly) 8 890,623,273 1,080,000,000
Other grants and transfers-Bursary Fund 9 103,000,000 165,546,000
Social Security Benefits 10 13,031,720 64,480,491
Acquisition of Assets 11 1,048,074,713 #1,420,848,134
TOTAL PAYMENTS 6,062,300,218 6,574,212,610

\iURPLUS/DEFICIT 210,765,649 %515,446,213

NOTE:

*The figures from 2017/2018 have been re-

Asset position.

The accounting policies and explanatory notes to these financial statements
the financial statements. The entity financi

signed by:

o it

B \‘Lh
Chief Officer
Natire-¥r. Noah Otieno
ICPAK Member Number: 16596

al statements were approved on _.

stated to reflect a true and fair view of the Net Financial

form an integral part of

2019 and

Head of Treasury Accounts
Name: Mr. Daniel Owuor






COUNTY EXECUTIVE OF HOMA BAY
Reports and Financial Statements
For the year ended June 30,2019

32. STATEMENT OF ASSETS AND LIABILITIES FOR THE YEAR ENDED 30 JUNE 2019

2018/2019 2017/2018
FINANCIAL ASSETS Note Kshs Kshs

Cash and Cash E uivalents

Bank Balances 12A %945,839,821 734,407,255
Cash Balances 12B - 21,912
Total Cash and cash e uivalents 945,339,821 734,429,167
Accounts receivables — Outstanding Imprests 13 11,117,900 2,892,011
TOTAL FINANCIAL ASSETS 956,957,721 737,321,178
FINANCTAL LIABILITIES

Accounts Pa

-ables — Deposits and retentions 14 5,417,762 12,998,646

NET FINANCIAL ASSETS 951,539,959 %724,322,532
REPRESENTED BY

Fund balance b/fwd 15 #724,322,532 ‘ %241,022,881

Prior year adjustments 16 *16,451,778 *(32,146,562)

Surplus/Deficit for the year 210,765,647 * 515,446,213
‘ NET FINANCIAL POSITION 951,539,959 724,322,532
NOTE: .

*The figures from 7017/2018 have been re-stated to reflect a true and fair view of the Net Financial
Asset Position.

The accounting policies and explanatory notes to these financial statements form an integral part of
the financial statements. The entity financial statements were approved on < 2019 and

donod by

o < /
Chief fficer Head of Treasury Accounts
Name: Mr. Noah Otieno Name: Mr. Daniel Owuor
ICPAK Member Number: 16596

30 DEC 2018

WG H \ABAY







COUNTY EXECUTIVE OF HOMA BAY
Reports and Financial Statements
For the year ended June 30,2019

3.3. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2019

2
“STATEMENT OF CASH FLOWS ___
-
A _E_-E_
 ASH FLOW FROM OPERATING ACTIVITIES -_—
Receipts from operating income -—_
_mhe uer releases - 6,523,200,000
Proceeds from Domestic and Foreign Grants 2
Transfers from Other Government Entities
-Coun"Own Generated Receipts -m
_
Payments for operating expenses -_—
Use of goods and services
~Transfers to Other Government Units n
-_ grants and transfers “
nm
_m Payments -
-_m for: ___
-!- (4,251,000)
Changes in payables m (12,998,646
- 17,249,646
Net cash flows from operating activities 1,919,044,701
CASHFLOW FROL.I INVESTING ACTIVITIES _
Acquisition of Assets 11 *1 420,848,134
Net cash flows from investing activities 1,420,848,134
_ASHFLOW FROM FINANCING ACTIVITIES -_
”’roc%ds from Domestic Borrowings _— -
“Net cash flow from financing activities -_

____/:
NET INCREASE IN CASH AND CASH EQ UIVALENT | 211,410,654 * 498,196,567

Cash and cash equivalent at BEGINNING of the year 12 «734.429,167 * 236,242,600

Cash and cash equivalent at the END of the year ] 945,839,821 734,429,167
NOTE:
*The figures from 2017/2018 have been re-stated to reflect a true and fair view of the Net Financial
Asset Position.
The accounting policies and explanatory notes to these financial statements fo /aﬁﬁtegral part of
tt}e fmancigl/statenxe‘ nrgjf'v@*en’ei"ey‘f nancial statements were approv 2 §2 ’j‘ 2019 and
signed by: T S
Chief Officer Head of Treasury Accounts

Name: Mr. Noéﬁh@ |  BAMB BT RO
[CPAK Member Number: 16596 -850 4fe <03 o

< 30 DEC 201

Name: Mr. Daniel Owuor
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