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REPORT OF THE AUDITOR.GENERAL ON THE FINANCIAL OPERATIONS OF
MACHAKOS COUNTY EXECUTIVE FOR THE PERIOD 1 JULY 2013 TO 30 JUNE
2014

EXECUTIVE SUMMARY

BACKGROU ND INFORMATION

The Constitution of Kenya, 2010 under Article 176, created the County Governments
which consist of the County Assembly and the County Executive. The County Executive
of Machakos consists of the County Governor, County Executive members as the top
management. The mandate of the County Executive is to exercise executive functions
in accordance with article 185 of the constitution.

INTRODUCTION

This audit covers the period 1 July 2013 to 30 June 2014. lt was undertaken to assess
the adequacy and reliability of the systems of management and financial controls
instituted by the management of the County Government in running lts affairs with
emphasis on the utilization of public resources.

TERMS OF REFERENCE

The Office of the Auditor-General is an independent office mandated by the Constitution
in Article 229 to audit the accounts of the National and County Governments. ln this
regard, the office planned an interim audit of the systems of management and financial
controls of the Machakos County Government for the period 1 July 2013 to 30 June
2014 with the following audit objectives:

. Assessment of controls over management of cash and bank accounts.

. Assessment of controls over management of assets under the control of the
County Government.

. Assessment of compliance with the procurement laws in process of acquisition of
goods or services.

. Assessment of compliance with Public Financial Management Act in the
utilization of public funds.

. Compliance with other relevant laws and regulations.

. To ascertain the integrity and reliability of financial and other information used by
management in the utilization of public funds.

. Compliance with other relevant laws and regulations.

. To ascertain the integrity and reliability of financial and other information used by
management in the utilization of public funds.

. To confirm that all necessary supporting documents, records and accounts have
been kept in respect of all transactions.
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AUDIT METHODOLOGY

The approach used in carrying out this audit included the following:

. lnterviews with key officers at the County Government offlces.

. Review of applicable legislation and regulations.

. Examination of payment vouchers, cashbooks, vote books, bank statements, and
bank slips, miscellaneous receipt books, procurement documents, stores
records, asset registers and other related records.

. Review of minutes of various meetings where there were resolutions regarding
utilization of public funds.

. Physical inspection and verifications.

. Observation of processes and activities.

. Review of documents used by management to monitor use of funds.

SCOPE DETERMINATION OF RESPONSIBILITIES

The audit was conducted in accordance with the lnternational Standards of Supreme
Audit lnstitutions (lSSAls). These standards require that the audit is planned and
performed so as to obtain reasonable assurance that, in all material respects,
expenditures incurred is fairly stated and fair recording is achieved in all financial
transactions.

The matters mentioned in this report are therefore those that were identified through
tests considered necessary for the purpose of the audit and it is possible that there
might be other matters and/or weaknesses that were not identified.

The maintenance of effective control measures and compliance with laws and
regulations are the responsibility of the management. Our responsibility is to report on
the weaknesses that were identified in the course of the audit.

Audit Findings

1.0 CURRENT ASSETS

1.1 Cash and Bank Balances

Examination of the main cash book revealed various weaknesses in the maintenance of
the cash book.

(i) The cash book was not r-rpdated on a regular basis. lt was observed that even
where the cash book was updated the balances were misstated and posted to
wrong dates, description etc. For instance, between the month of July and
September 2013, the total cash balance was misstated by Kshs.1 ,77O,157, while
cash at bank was overstated by Kshs.20,125,863.

(ii) lt was further observed that the cash book was not posted with payments

(iii) ln some initinCei, the cash book reflected negative cash baiances, which
implied overdraft.
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(iv) lt was further observed that there was rampant alterations of the cash book
entries, a clear indication that cash book was being tampered with to read certain
figures, which is fraudulent.

(v) There were no bank reconciliations the entire period audited. Consequent to the
observations made above, the County Executive's cash book cannot be relied
upon to describe all the transactions that are carried out by the County.

1.2 Un-surrendered lmprest and Other Related lssues

Examination of imprest records indicated that there was no proper recording of imprest
in some instances the imprests were not issued as per laid down guidelines of issuance
of imprest:

. The lmprest register was not updated.
o Rampant issue of multiple imprests without surrender of the previous imprest

held.
. lmprest issued without approval in some instances.
o lmprest amounting to Kshs.46,963,196 which was due for surrender remained

un-surrendered as at 1Sth August 2014.

2.O

2.1

NON.CURRENT ASSETS

Purchase of Assets

The County Government procured the above vehicles and machinery at a cost of
Kshs.21 9,415,091 . Review of records available revealed the following weaknesses.

(a) Motor vehicles procured

It was noted that during the period under review the County Government procured one
hundred and forty (140) units of Nissan Tiida, thirty four (34) units of Subaru Outback,
two (2) Land Cruisers and one (1) Prado all at a cost of Kshs.32,855,000. lt is not clear
how the need for the vehicles was identified and how the vehicles were to be utilised. lt
was indicated that that the supporting documents; which included procurement and
ownership documents had been taken away by the Ethics and Anti-Corruption
Commission. No copies were availed by the County Government. Consequently, the
integrity of the procurement process could not be ascertained.

(b) Ambulances

The County Government procured seventy (70) units of ambulances at a total cost of
Kshs. 145,348,000. The following was observed:

. The ambulances were second hand and the evaluators had indicated that they
were not competent enough to evaluate the value of the ambulances.
Consequently, although Kshs.145,348,000 was paid for the ambulances, their
actual value could not be ascertained.
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It was further noted that no needs assessment had been done before the
ambulances were procured. Consequently, it is not clear how the number of
seventy (70) ambulances had been determined.
No distribution schedules were provided. Consequently, it is not clear where the
ambulances are situated.
The log books were not produced for audit review. However, available
information indicated that the vehicles are in civilian number plates and are
registered in the name of Pharmatec Limited. lt is not clear how the ambulances,
which were meant to belong to the County Government, could be registered in
the name of a private company. lt is also not clear how much has been paid to
the private company and any pending bills in respect of the ambulances.

(c) Tractors

The County Government also procured thirty two (32) units of Mersey Ferguson tractors
to assist in farming at a cost of Kshs.41 ,212,091. However, the following weaknesses
were observed.

a

a

a

a

a

No baseline survey had been carried out before the procurement of the tractors.
Their need and usefulness to the County Government could not be determined
as no needs assessment had been carried out before procurement.
No details were provided on the procurement process of the tractors.
Consequently, their value and age could not be determined as supporting
documents were not availed.
No work tickets were availed for audit scrutiny to indicate how the tractors were
being utilized. Consequently, it was difficult to monitor the use of the tractors in
absence of work tickets.

a

(d) Police Vehicles

The County had planned to enter into Memorandum of Understanding (MoU) with
Kenya Police Service to provide them with 91 Nissan Tiida. The following has however
been observed:

. The MoU has not yet been signed between the County Government and the
Kenya Police Service.
Tt__ .__t:_^ a__t_ __ i__ _t aL_ _:_-a-_ -__ ,Aa\ lt:_-__ f::J_^. rne puilue ruuK pussesstull ut 11 te,linely one tY i, l\lssart iiioas.

o The vehicles do not have any work tickets.
. The vehicles can be fueled by either the County Government or the Police thus

creating a loophole for fraudulent activities where both parties can claim to have
fueled the vehicles.

2.2 County Residential Houses

The National Housing Corporation developed a Housing Scheme, Depot Housing
Scheme on Machakos Municipality Block 11197-214 on behalf of Masaku County
Council. lhformdtion-available filotr Nzli6nal Hdusing CorBoration indicdt€S that thO
Scheme was developed by loan to the Council which was fully paid. However, the entire
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25 units of houses were later taken over by the National Government under the Ministry
of Housing and Urban Development and allocated to Civil Servants who have in effect
been paying rent to the Ministry.

2.3 lmmovable Assets

As reported in the previous special audit report, an undetermined number of land
parcels and buildings belonging to the County valued at Kshs.961,451,472 did not have
title deeds and were prone to grabbing or encroachment by unscrupulous individuals
who might be privy to this fact.

Further, Records available show that 18 pieces of land of various sizes recognized by
the then Municipal Council of Mavoko as public utilities in Syokimau and Numerical area
of Mavoko Sub-County had been sub-divided and allocated to individuals and
institutions under unexplained circumstances, a physical check revealed that most of
the land had been developed privately and others fenced off while a few were vacant.

2.4 Work-in-progress

During the transition process there were several projects in various stages of progress
in each of the defunct Local Authorities whose completion was not budgeted for in the
County budget forthe period 201312014 totalling to Kshs.12,542,292. lt has not been
established whether the projects have been incorporated in the county budget and
development plan. There is the risk of these projects in various stages of completion not
being completed.

3.0 CURRENT LIABILITIES

3.1 Pending Bills

The county records showed that there were pending bills which were due for payment
but remained unpaid amounting to Kshs.712,863,900 as at 30 June,2014. lt is not
clear how the amounts will be financed considering that it amounts to over 10o/o of all
the disbursements from National Government of Kshs.6,014,475,357.00 in the year
under review.

4.0 BUDGETARY CONTROL AND PERFORMANCE

The County Government of Machakos prepared and approved a budget of
Ksh.8,015,566,492 which included Kshs.3,856,116,492 as recurrent expenditure and
Kshs.4, 1 59,450,000 as development expenditure through Machakos Appropriation Act,
2013. The appropriations included Kshs.77,450,000 for development expenditure and
Kshs.716,500,000 for recurrent expenditure for the County Assembly. However
expenditure details show that the County Executive received Kshs.6,014,475,357
whose breakdown has not been given on both recurrent and development. The
allocation was under funded by Kshs.2,001,091,135. Further, out of the amount
received the Executive had a total expenditure of Kshs.5,966,224,447 creating a surplus
of Kshs.48,250,990.
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5.0 EXPENDITURE

5.1 Procurement of Goods and Services

P rocu rement records revealed several a nom al ies :

(i) lrregular splitting of contracts in order to allow use of quotations,
(ii) ltem description on request for quotations did not give specific technical

requirements as required,
(iii) Further, there was use of quotations for procuring goods valued over the

Kshs. 3,000,000 th reshold,
(iv) No inspection and acceptance report to acknowledge receipt of goods was

received and,
(v) There was no non-current assets register to confirm that furniture bought is

included in the County's Executives assets register.

5.2 Funding of Rural Electrification Authority (REA) Projects in Machakos
County

The department of Lands, Energy, and Environment & Natural Resources made two
payments to the Kenya Rural Electrification Authority (REA) totalling to Kshs.30,000,000
for funding of REA projects in Machakos County without an appropriate work plan
indicating areas to be supplied with electricity. lt is therefore not clear what areas will
be connected to electricity. Further, Rural electrification is a function currently bestowed
upon National Government. The funding to REA may therefore be nugatory
expenditure.

5.3 Street Lighting Kyumbi Turnoff To Machakos Town

The street lighting project from Kyumbi turnoff to Machakos town was carried out by the
Machakos County Government under the Directorate of County lmage but the cost
analysis was not available to determine the total Cost of the Project.

5.4 Construction of the Governor's Office

The Ministry of Transport, Roads and public works and housing contracted a vendor to
supply 5000 tons of hardcore for construction of the Governor's Office vide letter from
Chief Officer dated 27 august 2013 and LPO number 2106257 dated 11-12-2013. An
additional 1000 tons of hardcore was supplied at a cost of Kshs.2,305,000 as per LPO
No 2106260. A visit to the project site established that the project had stalled. As at the
tirne this project stalled the Count), Executi,re had incurred a tota! expenditure of
Kshs.57,726,344.8o out of which Kshs.28,254,629.30 had been paid out. lt was
therefore not clear whether the project was properly planned and budgeted for.

5.5 Road Marking of Kamulu to Koma Hill

The department contracted and paid for road marking between Kamulu and Koma Hill
section at a total cost of Kshs.8,542,747 through a request for quotations instead of
open tencier.
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5.5 Tarmacking of Kithimani Makutano Ma Mwala Road (C100)

Examination of records on the tarmacking of Kithimani Makutano Ma Mwala Road
(C100) revealed the following:

(i) The road is 33 kilometres and construction was to be carried out by 11

contractors at a total cost of Kshs.568,700,009.04 as detailed below:
Contractor Contract Price

(Kshs.)

1. Lirona General ftlerchants 48,805,612.22

2. Welldan Contractors 49,941,397 .22

3. Zoar General Contractors 48,222,531-30

4. Mattan Construction Ltd 55,622,125.86

5. Salan Company 51,438,770.00

6. Wak Construction 49,978,223.23

7. Gragab Agencies 48,706,285.24

8. Sinoe Construction 56,360,124.36

9. Sivad Contractors 56,850,783.36

10. Ndaisi General Merchants 51,837,165.25

11. Katsran Contractors Ltd

Total

50,936,991.00

568.700.009.04

(ii) The following weaknesses were observed on the project:

Feasibility study and detailed engineering design on the road were not carried
out by the County Government, thus the decision to develop the road was not
based on any quantitative economic criteria.
The advertisement was made once in the Daily Nation of 14 January 2014, page

29 and in a monthly publication called The Anchor of January 2014 contrary to
Section 54 (10) of the Public Procurement and Disposal Act, 2005.
There was no procurement plan for the financial year 201312014 but the County
Government still invited bids from eligible construction companies for road works
for the upgrading of Makutano-Kithimani Road.
ln the contract documents there was a design typical cross section which was not
adhered to in many sections of the road especially at lot 10 steep sections on the
right hand side.
The County Government opted for in-house supervision of construction works
despite recommendations from the Director-General of KeNHA to procure the
services of a Consulting Engineer to undertake the designs and supervise the

7
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construction of the Makutano-Kithimani Road since KeNHA had not allocated
funds for such new projects.
There were no checkers stationed at the various construction sites on the project.
ldeally, the project would have required 99 checkers if every contractor had at
least 3 working groups/gangs on each kilometer per lot. ln the absence of the
supervision, the team cannot claim to have effectively supervised all the 11

contractors.
The County had not opened a separate bank account for an amount of
Kshs.16,575,134.78, which was withheld by the County Government as retention
money.
There were no prohibitory signs or alternate means to curb heavy trucks from
using the road which would lead to premature failure of the road. This would be a
heavy cost to the taxpayers.
By 14 October 2014, only four (4) contractors had substantially completed their
works to the satisfaction of the Resident Engineer, while the rest seven (7)
contractors had not completed the works and were still under the contractual
agreement. lt was indicated that some lots, whose number and value could not
be determined as at the time of audit were taken over by the County
Government. lt was not clear how the costs of the lots taken over by the
Government would be indemnified. lt was also not clear whether the contractors
whose lots had been taken over by the County Government would be paid the
full contract price.
The work was therefore not completed when the road was hurriedly
commissioned and opened to traffic on 26 June 2014. The County Government
should take remedial action promptly to address issues and concerns on safety,
or ralitv and rruorthiness of the Makutano Kithlmani ma Mwala R.oad.

5.7 Department of Decentralized Units Urban Areas

Purchase of Generatorsi)

The Department of Decentralized units procured and paid for one 17 KVA generator
and six I KVA generators for Kshs.10,400,000 and a Cummins Power Generator with
Automatic change over switch plus installation and commissioning at a cost of Kshs.
9,257,776 through quotations which was way above the threshold for quotations.

ii) irreguiariDoubtfui Procurement oi Goocis & Services

The Department of Decentralized units procured and paid for goods and services
amounting to Kshs.8,687,300 without following the laid down procurement rules and
regulations.

5.8 Department of Agriculture

(i) Purchase of Green houses

The County Government purqhased 40 units of greenhouses at a cost of
Kshs.42,500,000, however, no ciistribution list was provided for audit purposes to show

a

o

a
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the location and beneficiaries of the green houses and how the beneficiaries were
identified.

(ii) Purchase of seeds (KDV4/KDV1 Maize Seeds)

The County Government purchased maize seeds, (KDV4 and KDV1 maize seeds) at a
cost of Kshs.8,385,080 on 12 March, 2014. However, no list was provided to show the
distribution of the seeds to farmers. Further no evidence was provided to show the
resulting yields or harvests from the farmers and how the farmers benefitted.

Consequently the propriety of the above expenditure, all totalling Kshs.50,885,080
cannot be ascertained.

6.0 ICT INTERNAL CONTROL ENVIRONMENT

The County Executive has not developed a policy on lCT. Consequently, the Executive
is not able to monitor changes made to all financial information systems.

Edward R.O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

19 May 2015
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te
DETAILED AUDIT REPORT ON THE FINANCIAL OPERATIONS OF MACHAKOS
COUNTY EXECUTIVE FOR THE PERIOD 1 JULY 2O''3 TO 31 MARCH 2014

DETAILED AUDIT FlNDINGS

1.0 CURRENT ASSETS

1.1 Cash and Bank Balances

Examination of the main cash book revealed various weaknesses in the maintenance of
the cash book.

(i) The cash book was not updated on a regular basis. lt was observed that even
where the cash book was updated the balances were misstated and posted to
wrong dates, description etc. For instance, between the month of July and
September 2013, the total cash balance was misstated by Kshs.1 ,770,157, while
cash at bank was overstated by Kshs.2O,125,863.

(ii) lt was further observed that the cash book was not posted with payments

(iii) ln some instances, the cash book reflected negative cash balances, which
implied overdraft.

(iv) lt was further observed that there was rampant alterations of the cash book
entries, a clear indication that cash book was being tampered with to read certain
figures, which is fraudulent.

(v) There were no bank reconciliations the entire period audited. Consequent to the
observations made above, the County Executive's cash book cannot be relied
upon to describe all the transactions that are carried out by the County.

(See Appendix 5)

Recommendations

(i) Cash books should be maintained as required by the Government Financial
Regulations and Procedures. All transactions should be recorded promptly and
accurately.

(ii) Bank reconciliations should be done on a regular basis, preferably at the end of
every month. Reconciling items should be followed up and addressed
expeditiously. The bank reconciliations should be reviewed by senior officers,
who should append their signatures to confirm concurrence.

(iii) No alterations should be done to the cash book. lf any adjustments are deemed
necessary then, they should be recorded accordingly instead of altering recorded
transactions.

(iv) Management should institute an investigation to identify the reasons for the
alterations to the cash book. Any defalcations should be addressed in

accordance with the law.
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1.2 Un-surrendered lmprest and Other Related lssues

Examination of imprest records indicated that there was no proper recording of imprest.
ln some instances the imprests were not issued as per laid down guidelines of issuance
of imprest:

(i) The lmprest register was not updated
(ii) Rampant issue of multiple imprest without surrender of the previous imprest

held
(iii) lmprest issued without approval in some instances
(iv) lmprest amounting to Kshs.46,963,196.00 which was due for surrender

remained un-surrendered as at 15th August 2014 ( Appendix 1)

This is contrary to Article 201(d) of the constitution of Kenya which stipulates that public
money shall be used in a prudent and responsible way.

It is also contrary to Paragraph 10a(1) of the Public Finance Management Act 2012,
which states that subject to the Constitution, a County Treasurer shall monitor evaluate
and oversee the management of public finances and economic affairs of the County
Government ensuring proper management and control and accounting for finances of
the county government and its entities in order to promote efficient and effective use of
the county's budgetary allocations.

Further, it also contravenes Public Finance Management Act, 2012 paragraph 147
provides for the role of the accounting officer as among other things promoting and
enforcing transparency effective management and accountability with regard to the use
of finances.

',.2.1 Machakos Level Five Hospital

Examination of the hospital imprest records showed an outstanding imprest amounting
to Kshs.5,769,800 which was due for surrender but had not been surrendered
(Appendix l!). This is contrary to Government Financial Regulations and Procedures
on imprests, which requires that the imprest is surrendered within 48 hours after
returning to duty station.

Recommendations

1i\ !t1!rnraaman{ clrarrlA laVa r.licainlinant o*iaa an f}ra affiaarc rrrha ara elill hnlr{ina
\1,, rvrqrrqYsrrrsrrL Jrrvurv (qr\g vrovrHrrrrOr, cavaiWra via aaie vaiivvi- rYia(j qiv -aiii iivi\iiiig

imprests that were issued to them and are due for but not surrendered.

(ii) All imprests should be accounted for and surrencjere0 witn the necessary
documentation and as it falls due. Failure to which the full amount should be
recovered from the imprest holder.

2.0 NON -CURRENT ASSETS

2.1 Purchase of Assets

The County Government procured the above vehicles and machinery at a cost of
Kshs.219,415,09'1. Review of records available revealed the following weaknesses.
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(a) Motor vehicles procured

It was noted that during the period under review the County Government procured one
hundred and forty (140) units of Nissan Tiida, thirty four (34) units of Subaru Outback,
two (2) Land Cruisers and one (1) Prado all at a cost of Kshs.32,855,000. lt is not clear
how the need for the vehicles was identified and how the vehicles were to be utilised. lt
was indicated that that the supporting documents; which included procurement and
ownership documents had been taken away by the Ethics and Anti-Corruption
Commission. No copies were availed by the County Government. Consequently, the
integrity of the procurement process could not be ascertained.

Recommendations

(i) The County Government should as a matter of urgency identify and take into
custody all vehicles due to it from both the defunct councils and the National
Government for the devolved functions.

(ii) The logbooks should also be transferred to the name of the County Government
where necessary.

(iii) Proper needs analysis should be carried out to determine the number of vehicles
required by the County. Unnecessary vehicles could be disposed of.

(iv) Proper records of motor vehicles should be maintained at all times.

(b) Ambulances

The County Government procured seventy (70) units of ambulances at a total cost of
Kshs. 145,348,000. The following was observed:

. The ambulances were second hand and the evaluators had indicated that they
were not competent enough to evaluate the value of the ambulances.
Consequently, although Kshs.145,348,000 was paid for the ambulances, their
actual value could not be ascertained.

. lt was further noted that no needs assessment had been done before the
ambulances were procured. Consequently, it is not clear how the number of
seventy (70) ambulances had been determined.

. No distribution schedules were provided. Consequently, it is not clear where the
ambulances are situated.

. The log books were not produced for audit review, available information indicated
that the vehicles are in civilian number plates and are registered in the name of
Pharmatec Limited. lt is not clear how the ambulances, which were meant to
belong to the County Government, could be registered in the name of a private
company. lt is also not clear how much has been paid to the private company
and any pending bills in respect of the ambulances.

Recommendations

(i) The ambulances should be located and allocated to specific health facilities. This
will avoid cases where ambulances are either idle or alternatively moving
aimlessly looking for an emergency.

13



(ii) Seventy (70) ambulances for Machakos County appear on the higher side. A
needs analysis should be carried out to determine their value vis a vis the inputs.

(iii) The County should have the ambulances registered in its name to avoid misuse
by third parties. These should also be registered in Governments official number
plates to avoid misuse.

(iv) Work tickets should be introduced immediately to avoid misuse and aid in
management of the ambulances.

(c) Tractors

The County Government also procured thirty two (32) units of Mersey Ferguson tractors
to assist in farming at a cost of Kshs.41 ,212,091. However, the following weaknesses
were observed:

No baseline survey had been carried out before the procurement of the tractors.
Their need and usefulness to the County Government could not be determined
as no needs assessment had been carried out before procurement.
No details were provided on the procurement process of the tractors.
Consequently, their value and age could not be determined as supporting
documents were not availed.
No work tickets were availed for audit scrutiny to indicate how the tractors were
being utilized. Consequently, it was difflcult to monitor the use of the tractors in
absence of work tickets.

Recommendations

/:\ n...-^-^L:^ J^-.,---r^ ^L^..11 L^ -^a^:-^J a^ ^^-r;-- -..,-^-^L:- ^r tL^ t-^^.^-^ L..(l/ \JWllslslllP uuuulllcllts srruuru L,e ltsi.aiileu tU CUillilali Owner-Sllip Ot (ng ifaciofs Dy
the County Government.

(ii) All documents on procurement of the tractors should be properly maintained for
future reference and review.

(iii) The usefulness of these tractors to the County Government should be reviewed
with a view to ensuring that their continued maintenance by the County is
economically viable and a value for money to the County.

(iv) ln case the tractors are found viable, then the use of work tickets and other fuel
and repairs and maintenance records should be kept for proper management of
the tractors.

(d) Police Vehicles

'f!--.. 
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Kenya Police Service to provide them with 91 Nissan Tiida. The following has however
been observed:

. The MoU has not yet been signed between the County Government and the
Kenya Police Service.

. The police took possession of the ninety one (91) Nissan Tiidas.

. The vehicles do not have anv work tickets.

a

a
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a The vehicles can be fueled by either the County Government or the Police thus
creating a loophole for fraudulent activities where both parties can claim to have
fueled the vehicles.

Recommendations

(i) The vehicles provided to the police should be monitored for control of usage and
maintenance.

(ii) Since the duty of security provision is primarily the National Government, the
purpose for which the ninety one (91) vehicles were provided to the police should
be clearly stated.

(iii) The arrangement where both the police and the County Government can refuel
the vehicles should be reviewed to ensure that the County is getting value for its
money. The terms of engagement should be very clear to avoid misuse of the
vehicles and misuse of public funds by unscrupulous county staff or police
officers.

(iv) The County Government should maintain work tickets for all vehicles indicated to
belong to it.

2.2 County Residential Houses

As previously reported in the SpecialAudit Report for the period ended 30 June 2013, in
1974 the National Housing Corporation developed a Housing Scheme, Depot Housing
Scheme on Machakos Municipality Block 11197-214 on behalf of Masaku County
Council. lnformation available from the National Housing Corporation indicates that the
Scheme was developed by loan to the Council which was subsequently paid for in full.
However, the entire 25 units of houses were later taken over by the National
Government under the Ministry of Housing and Urban Development and allocated to
Civil Servants who have in effect been paying rent to the Ministry.

Recommendation

The County Government should engage the National Government to resolve the
ownership dispute of the Depot Housing Scheme between the two levels of Government
to ensure harmony between the current occupants of the house and the County
Government.

2.3 lmmovable Assets

As reported in the previous special audit report, an undetermined number of land
parcels and buildings belonging to the County valued at Kshs.961,451,472 did not have
title deeds and were prone to grabbing or encroachment by unscrupulous individuals
who might be privy to this fact.
Further, Records available show that 18 pieces of land of various sizes recognized by
the then tr/unicipal Council of Mavoko as public utilities in Syokimau and Numerical area
of Mavoko Sub County had been sub-divided and allocated to individuals and
institutions under unexplained circumstances, a physical check revealed that most of
the land had been developed privately and others fenced off while a few were vacant.
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Recommendation

The County should follow up on title deeds to secure ownership of these properties and
avail documents for the sub-division of the 18 parcels of land allocated to the
individuals/private developers if any, and also repossess the same since these parcels
had been irregularly allocated.

2.4 Work in progress

During the transition process there were several projects in various stages of progress
in each of the defunct Local Authorities whose completion was not budgeted for in the
County budget for the period 2013-2014 totalling to Kshs.12,542,292. lt has not been
established whether the projects have been incorporated in the county budget and
development plan. There is the risk of these projects in various stages of completion not
being completed.

Recommendation

The County Government should make budgetary provision for the completion of the
projects. Further, the County Executive should establish the funding of projects and how
the funds were utilized prior to transition and handover of the projects.

3.0 CURRENT LIABILITIES

3.1 Pending Bills

Examination of the county recorcjs showeci that there were penciing biiis amounting to
Kshs.712,863,900 as at 30 June, 2O14 relating to the following departments:-

Department
Transport
Water
ICT

Health

Education
Decentra!ized Units
Trade
Lands

Total

This is contrary to prudent financial management as the County could easily find itself in
a precarious situation if these pending bills are not paid within the time required.

Recommendations

(i) The Couhty GbVeinmL'nt should establish the origin cf these bills and make
arrangements to settle the same.

16

Amount Kshs.
385,715,812
234,598,667

23,016,706
25,700,153
13,488,562
.1{ nnn nnn

4,343,000
15,000,000

712.862.900
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(ii) Expenditure should be incurred prudently to avoid situations where the County
could get entangled in pending bills, which may be difficult to settle.

4.0 BUDGETARY CONTROL AND PERFORMANCE

The County Government prepared and approved a budget of Kshs.4,159,450,000 which
included Kshs.793,950,000 for the county assembly through Machakos County
Appropriation Act 2013.The appropriations included kshs.77,450,000 for development
expenditure and Kshs.716, 500,000 for recurrent expenditure. However expenditure
details show that the county assembly received ksh.745,785,095.70 whose breakdown
has not been given on both recurrent and development. The allocation was under
funded by Kshs.48, 1 64,904.30.

Evidence available show that the Assembly spent an amount of Kshs.753,102,788.68,
which led to a deficit of Kshs.7,317,692,98, whose some was not established.

Recommendations

(i) Accounting records between the County Government and the County Assembly
should be enhanced.

(ii) Proper monitoring of budget and expenditure between the two arms of County
Government should be streamlined.

5.0 EXPENDITURE

5.1 Procurement of Goods and services

Examination of procurement records revealed the following anomalies:

(i) There was irregular splitting of contracts to allow use of Quotations during the
year.

(a) Procurement of Equipment

Department Amount (Kshs)

Public Service, Labour and ICT 19,120,230

Office of the Governor and Deputy Governor 5,987,100

Finance and Economic Planning 1.554.200

Total 26.561.530

(See Appendix lll)
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(b) Procurement of Furniture

Department

Office of the Governor and Deputy Governor

Public Service, Labour and ICT

Total

Amount (Kshs)

9,493,100

6.493.100

16.348.647

(See Appendix iv)

(ii) ltem description on request for quotations did not give specific technical
requirements as required by Section 34 of the Public Procurement and Disposal
Act, 2005 (eg two tables, sofa set, etc).

Some of the items are as follows;

Item Quantity Supplier

(a)

(b)

(b)

(d)

HP Pro Desktop

HP Laptops

Smart Phones

HP Laptops

4

4

3

lntegrated Solutions Ltd

lntegrated Solutions Ltd

lntegrated Solutions Ltd

Santel Computer Link
Services

Quotation
Amount
(Kshs.)

356,000

420,000

285,000

1,975,00025

The following were also noted.-

(a) There was no inspection and acceptance reports to acknowledge receipt of
goods received.

(b) There was no clear policy on who was to get goods procured such as the lap
tops and smart phones

(c) There was no non-current assets register to confirm that furniture bought is
recorded as County's assets.

This is contrary to the Public Procurement and Disposals Act, 2005 and its Regulations of
2006, which states that the thresholds matrix for services which is subject to open tender
as not exceeding an expenditure of Kshs.3 million. Further, the Act stipulates that Public
entities should source goods and services competitively and Section 30 (1) of the Public
Procurement and Disposal Act, 2005, provides that, no procuring entity may structure
procurement as two or more procurements for the purpose of avoiding the use of a
procu rement procedure.
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Recommendation

The County management should adhere to the Public Procurement and Disposal Act,
2005 and regulations which govern procedures for procurement in public entities.

5.2 Lands, Energy, Environment & Natural Resources Projects

(a) Funding of REA Projects in Machakos County

The department of Lands, Energy, and Environment & Natural Resources made two
payments to the Kenya Rural Electriflcation Authority (REA) totalling Kshs.30,000,000
for funding of REA projects in Machakos County, however the following anomalies were
noted:-

(i) There was no list or breakdown of areas or places that were to be connected with
electricity.

(ii) lt was also apparent that there were no work plans for funds paid to REA

(iii)Rural electrification programme is a National Government funded project to
connect electricity to schools and market centers. lt was therefore not clear
without a proper laid out work plan/programme to determine what potion was
being funded by the County Government.

Recommendation

The County government should confine itself to roles that are defined and leave
activities meant for the National Government.

(b) Supply of 400 watts floodlights

The County Government through the department of lands energy and environment
Contracted Gallops Products Ltd of P.O. Box 3163-00200 Nairobi to Supply (13,000)
400 watts flood lights at a unit price of Kshs.1 3,800 which translates to
Kshs.179,4OO,O00 on 6 June 2014. The supplier invoiced for 2000 flood lights delivered
on 10 June 2014 vide LPO No.2205106 dated on 6 June 2014 totalling
Kshs.27,600,000. As at the time of audit, the supplier had not been paid. lt was
therefore not clear whether the department had enough funds to commit such a huge
project.

Recommendation

There should be clear budget allocation and resultant expenditure and payments made
in time.

5.3 Kyumbi turn-off to Machakos Town Street Lighting

The street lighting project from Kyumbi turnoff to Machakos town was carried out by the
ft/lachakos County Government under the Directorate of County lmage. However, the
cost analysis was not available to determine the total amount incurred on this contract
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from inception to the end. lt was also not clear how the following materials were
supplied:

The only available information was a direct purchase 10 poles from M/s Ekalakala
Construction Co. of Kshs.200,000 invoiced on 16-9-2013 vide LPO number 2024799
issued on 17-9-2013. The direct purchase was in itself contrary to Procurement
procedures. Consequently, it was therefore not possible to ascertain the total cost
incurred on the project.

Recommendations

Documentation on projects should be maintained at all times for posterity

5.4 Construction of the Governor's Office

The Ministry of Transport, Roads and Public Works and Housing contracted Kamwele
Timber and General Suppliers to supply 5000 tons of hardcore at Kshs.7.4 millions for
construction of the Governor's Office vide letter from Chief Officer dated 27 August
2013 and LPO number 2106257 dated 11-12-2013. An additional 1000 tons of hardcore
was supplied by Koma Hill Traders at a cost of Kshs.2,305,000 as per LPO No
2106260. A visit to the project site established that the project had stalled and
Val.a tra -l1A aAi QO harl haan cnanl arrl af rrrhinh llehc lfl )E,A e1O 2A horl lraan nair{r\ottJ.vt rrLvr9--.9v rrav vggrr JygrrL vu( vr Yvlrrvlr r\grrQ.AvrLlarvLs.sv rrqv vvgrr yqrv

out. lt was therefore not clear whether the project was properly planned and budgeted
for.

Recommendation

The management should explain why this project stalled after having used the public
funds. Further, the management should have budgetary plans before starting any
projects and also be able to monitor the progress.

5.5 Road Marking of Kamulu to Koma Hill

The department contracted and paid Magic General Contractors for road marking
between Kamulu and Koma Hill section at a total cost of Kshs.8,542,747 using a
request for quotations insteacj oi open tender as requireo by the Pubiic Procurement
and Disposal Act as this project was above the threshold matrix for quotations. No
explanation was given as to why the department opted to use this method.

This is contrary to the Public Procurement and Disposals Act, 2005 and its Regulations of
2006 which stipulates that the procurement method to be used in procurement of
services. Further Section 54 (2) of the Act, states the thresholds matrix for services which
is subject to open tender for a minimum expenditure of Kshs.3 million. Eurther, the Act
also states that a procuring public entity should source goods and services competitively.
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Recommendation

The management should adhere to the Public Procurement and Disposal Act and other
laws.

5.6 Tarmacking of Kithimani Makutano Ma Mwala Road (Cl00)

Examination of records on the tarmacking of Kithimani Makutano Ma Mwala Road
(C100) revealed the following:

The road is 33 kilometers and construction was to be carried out by 11 contractors at a
total cost of Kshs.568,700,009.04 as detailed below:

Contractor Gontract Price
(Kshs.)

1. Lirona General [\Ierchants 48,805,612.22

2. Welldan Contractors 49,941,397.22

3. Zoar General Contractors 48,222,531.30

4. Mattan Construction Ltd 55,622,125.86

5. Salan Company 51,438,770.00

6. Wak Construction 49,978,223.23

7. Gragab Agencies 48,706,285.24

8. Sinoe Construction 56,360,124.36

9. Sivad Contractors 56,850,783.36

10. Ndaisi General Merchants 51 ,837 ,165.25

11. Katsran Contractors Ltd 50,936,991.00

Total 568,700,009.04

The following weaknesses were observed on the project:

Feasibility study and detailed engineering design on the road were not carried
out by the County Government, thus the decision to develop the road was not
based on any quantitative economic criteria.
The advertisement was made once in the Daily Nation of 14 January 2014, page
29 and in a monthly publication called The Anchor of January 2014 contrary to
Section 54 (10) of the Public Procurement and Disposal Act, 2005.
There was no procurement plan for the financial year 201312014 but the County
Government still invited bids from eligible construction companies for road works
for the upgrading of Makutano-Kithimani Road.

a
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ln the contract documents there was a design typical cross section which was not
adhered to in manysections of the road especiallyat lot 10 steep sections on the
right hand side.
The County Government opted for in-house supervision of construction works
despite recommendations from the Director-General of KeNHA to procure the
services of a Consulting Engineer to undertake the designs and supervise the
construction of the Makutano-Kithimani Road since KeNHA had not allocated
funds for such new projects.
There were no checkers stationed at the various construction sites on the project.
ldeally, the project would have required 99 checkers if every contractor had at
least 3 working groups/gangs on each kilometer per lot. ln the absence of the
supervision, the team cannot claim to have effectively supervised all the 11

contractors.
The County had not opened a separate bank account for an amount of
Kshs.16,575,134.78, which was withheld by the County Government as retention
money.
There were no prohibitory signs or alternate means to curb heavy trucks from
using the road which would lead to premature failure of the road. This would be a
heavy cost to the taxpayers.
By 14 October 2014, only four (4) contractors had substantially completed their
works to the satisfaction of the Resident Engineer, while the rest seven (7)
contractors had not completed the works and were still under the contractual
agreement. lt was indicated that some lots, whose number and value could not
be determined as at the time of audit were taken over by the County
Government. lt was not clear how the costs of the lots taken over by the
Government would be indemnified. lt was also not clear whether the contractors
whose lots had been taken over by the County Government would be paid the
full contract price.
The work was therefore not completed when the road was hurriedly
commissioned and opened to traffic on 26 June 2014. The County Government
should take remedial action promptly to address issues and concerns on safety,
quality and worthiness of the Makutano Kithimani ma Mwala Road.

5.7 Department of Decentralized Units Urban Areas

(a) Purehase of Generators

Examination of payment vouchers revealed that the Department of Decentralized units
-r -.--r ---:-r a-- aa ta\rA -----^^-- --J -;.- n ta\rA -^-^--8^-- A--plo(iuleu allu palu lul uile I I r\V/1 gcilcralur dilu ur^ v r\vr-\ gcilclcil,urD rrJr

Kshs.10,400,000 through quotations which was way above the threshold for quotations
vide LPO number 2126014 from Gallops Products. Even though the tender committee
issued a letter to the user department to use restrictive tendering in procuring the items
there were no reasons given as to why restrictive tendering was to be used.

The Machakos County Government also procured a Cummins Power Generator with
Automatic change over switch plus installation and commissioning at a cost of
Kshs.9,257,776 which was also above the required threshold for quotations from Mac
Motors vide LPO No 2128663.
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No reason or explanation was given why the management decided not to comply with
the law.

Recommendation

(i) The management should adhere to existing laws on procurement.

(ii) Management should also ensure that the county gets value for money.

(b) lrregular/Doubtful Procurement of Goods & Services

Examination of payments indicated that the Department of Decentralized units procured
and paid for several goods and services amounting to Kshs.8,687,300 without
maintaining requisite documents like:- requisitions, prequalification register, Quotation
registers, Quotations, tender documents, signed contracts, inspection and acceptance
reports, proper opening of Quotation and market surveys.

(i) An amount of Kshs.1,293,000 was paid to a Company for cabling of Mwala
Sub-County on 14 February 2014, no evidence was provided to show when the
works were started and no inspection and acceptance reports were availed to
ascertain completion of the works.

(ii) An amount of Kshs.4,554,000 was paid to a Company for supply of furniture
There was no evidence to show that the goods were received.

(iii) An amount of Kshs.2,840,300 was paid to a Company for supply of office
equipment, there was no evidence that the goods were received.

Recommendation

(i) Management should maintain complete records on procurement.

(ii) Management should also understand that adherence to existing laws on
procurement and financial management is not optional but a requirement of both
the Constitution of Kenya and other legislation eg the Public Finance Management
Act,2012.

5.8 Agriculture

i) Purchase of Green houses

The County purchased 40 units of greenhouses. However, no distribution list was
provided for audit purposes to indicate the location and beneflciaries of the green
houses and how the beneficiaries were identified. Further, it was not established nor
documented whether a baseline survey had been carried out to show the nature of
crops to be planted and the nature of benefits to accrue from the project.

A contract dated 26 March 2014 for Kshs.42,500,000 had no technical evaluation.
Further, no progress reports were available. There was also no indication of follow up to
show whether the objectives of the projects were being met or not.
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ii) Purchase of seeds (KDV4/KDV1 Maize Seeds)

The County Government of Machakos purchased maize seeds, (KDV4 and KDV1
maize seeds) from Dryland Seed Ltd at a cost of Kshs.8,385,080 on 12 March, 2014.
However, it was observed that there was no list provided to show the distribution of the
seeds to farmers. Further, no evidence was provided to show the resulting yields or
harvests from the farmers and how the farmers benefitted.

Consequently the propriety of the above expenditure, all totalling Kshs.50,885,080
cannot be ascertained.

Recommendation

(i) Management should maintain proper books of accounts as envisaged by the
Public Finance Management Act, 2012 and the Government Financial
Regulations and Procedures.

(ii) Compliance with existing laws is not optional but a requirement

5.0 ICT INTERNAL CONTROL ENVIRONMENT

Delivering stakeholder value requires good governance and management of information
and technology (lT) assets which enhance reliable, timely and secure information
processing. However, the County Executive has not formulated a formally documented
and approved process to manage system upgrades or changes made to all financial
information systems

Recommenciation
Management should institute proper IT controls to address the identified weaknesses

Edward R.O. Ouko, CBS
AUDITOR.GENERAL

rl-:-^L:lrqtt vvr

19 May 2015
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APPEDI{ I LINSURENDERED IMPRESTS JLINE 2014

NAME AMOUNT
AGNES SANGA 50,000

ALPHONE KIOKO 308,568

AMALLA GIDEON OTIENO 315,636

AUGUSTINE KYALO 1,694,514

AUGUSTiNE MUTISO 14i,000

BEATRICE CHRISTINE MAKA\A 308,568

BERNAND WAMBUA KIMEU 293,500

CHARLES MULI 42,000

CHEPKEITANY JOSEPH KIPTO( 315,636

DIANA TARICHIA 286,600

DR.SI.JNIL DHALL 383,730

EMMA NJAGI 75,700

ENG.TOM OMAI 250,000

ESTHER MUASA 30,000

FREDzuCK OTIENO OKINYI 315,636

GILBERT KIPTANUI 930,878

GREGORY MUTUI(U 820,370

HELLEN KIILU 230,174

HELLEN MUENI NDETI 303,568

HILLARY MULI 108,000

IGNATIUS NDUKU 4,696,932

JACKLINE MWKALI 894,910

JACKSON KALLA 683,438

JEREMAH LEMI 3,108,290

JOE KIETI FRANCIS 44,660

JOHN KYOLE 41,000

JOSEPH NZAMU 106,280

JOSHUA KILONZI MUSYOKA 920,900

JOSHUA SITIENEI 328,000

ruDITH MUTUKU 100,000

ruLIUS MUSEMBI 20,000

KENNEDY AUMA 2,488,383

KENNETH MUTHIANI WATHOI 320,368

KENTICE TIKOLO I 50,1 65

MAGDALENE MUTHIKE NDA\A 45,000

MARGARET DALANA 230,000

MESHAK MUSYOKI 50,000

MORzuS ALUANGA 4,877,368

MUMO MAKLINDI 330,000'

MUTINDA FRANCISCA 315,636

MUTUA ANN MBANDI 315,636

MV/ALA SUB-COLTNTY 40,000

NAOIVII IVruTIE 1 18,320
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NIMROD MBAI 2,291,183
NIMROD VIBAI 2,850,000

PATzuCK MUSAU 970,247

PATRICK NDLINDA 315,636

PETER KIMEU 1,928,750

PETER MLINYWOKi MUTIE 320,568

RUTH NDUKU MUTUA 496,900

SAMMY MUTHOKA MBOVA 308,568

SHEILA MUKI.INYA 3 96,1 00

SYLVESTER MUTUNE 339,750

URBANUS MUSYOKA 2,561,997

VINCENT MUSILI 4,854,133

VINCENT MUSILI 1,960,000

YATTA SIIB-COLINTY 40,000

TOTAL 45,963.196
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APPENDIX II

MACHAKOS LEVEL FIVE HOSPITAL

UNSURRENDERED IMPREST

Date Name Warrant No. Amount Purpose

70172/2073 Daniel K. Nzina \824511, 29,250.00 telephone expenses -incharge
20112/L3 Daniel K. Nzina 1824709 26,2s0.00 telephone expenses - incharge
30ho/13 Daniel K. Nzina 1545684 73,500.00 purchase of air time
30/1.0/L3 Daniel K. Nzina 1645686 65,000.00 preventive maintenance
17/7u2073 Daniel K. Nzina 1824502 49,450.00 Purchase of telephone accessories

28/8/t2 Denis Mutune 1,419694 10,000.00 network switch
30/70/73 Denis Mutune 1545686 16,990.00 broadband internet card

t7/Lu2073 Denis Mutune 1824503 57,s00.00 Purchase of ICT materials
4/rz/2073 Dr. Hellen Nzuki 1824102 200,000.00 standing imprest
22/7/13 Dr. Martin Chabi 1,645669 200,000.00 standing imprest for 2013-14
22/s/72 Dr. Mutungi 1527403 s0,000.00 purchase of drugs
24/7/73 Dr. Okinyi Otieno Fredrick 1,645676 40,000.00 Attending a course in anthropogy
t0/12/2013 F. N. Kimeu L824510 23,350.00 P.H.O

30170/13 Felistas Thenya 1645688 61-,000.00 liquid soap ingredients
30/70/73 James N Mwangangi 7645682 442,192.00 casual wages Oct 2013

2s/L0/1,3 James N Mwangangi 1,645694 42,000.00 Diabetes awareness
24/7 /t3 James N Mwangangi 7645672 451,340.00 casual salaries
4/7212013 James N Mwangangi 7824703 459,378.00 casual wages
23/1.2173 James N Mwangangi 1824512 303,000.00 Maintenance services

28/8/72 Josepjine Kaliki ]-527407 17,718.00 training at GTI Msa
24/7/1.3 Juliana K David 1,645675 25,000.00 Physiotheraphy materials
24/7/13 Julius Mbulu Wathige !645677 50,000.00 purchase of othopaedic materials
24/7/13 Martin Musyoka L645674 700,000.00 Lunches and nightouts for nurses and drivers
24/7 /L3 Miriam Nzisa Nzioka L645673 23,360.00 Handing over ceremony
28/8/72 Modest Mbura 1527408 77,778.00 training at GTI Msa
24/7/13 Nickson Keli 1645677 200,824.0O Refu nds

2719/12 Odera Onyiego 1527253 200,000.00 perimeter wall fence
7t/11/2073 Peter Mutinda 182450L 21,000.00 disposal of unclaimed bodies
t6l12h3 Rose Mukulu Mwau 1824706 56,230.00 tailoring
27 /e/1.2 Ruth Muthuko 1419693 54,000.00 training nurses
24/7/73 Stephen Mwendo Katua 1_645670 25,000.00 Purchase of cooupational theraphy materials
24/7/13 Symon K. Mbakah not indicated 110.000.00 Landscapping for hospital entrance
9/12/2073 Symon K. Mbakah 1824704 172,200.oo purchase of fused isolator switch
11/1.2/73 Symon K. Mbakah 1824707 427,550.O0 Maintenance services
27/s/72 Symon K. Mbakah 1527252 481,000.00 purchase of drugs
30/10/73 Symon K. Mbakah 1645683 304,000.00 Maintenance services
71./11,/2013 Symon K. Mbakah 1824505 180,000.00 hospital maintenance
18/t2/13 Teresia Mutunga 1824708 s0,000.00 administration expenses
2e/70h3 Theresia Mutunga 164558 50,000.00 board meeting items

red imprest 5,769,800.00
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APPENDIX III

PROCUREMENT OF OFFICE EQUIPMENT

IRREGULAR PROCUREMENT OF OFFICE EQUIPMENTTHROUGH SPLITTING OF CONTRACTS AND USE OF QUOTATIONS

)

Department Supplier Amount

Public service, labour and ICT Samtel computer Link services 4,901,800.00

Fort Springs lnvestments 3,340,000.00

Koala supplies 3,039,800.00

Capitol supplies ltd 1,305,000.00

Blue two solutions 5,773,680.0O

Pro Ultimate Solutions 759,9s0.00

Total t9,]',2o,23O.OO

OFFICE OF THE GOVERNOR AND DEPUTY GOVERNOR Blue Two Solutions 4,187,100.00

lntegrated Solutions Ltd 1,800,000.00

Total 5,987,100.00

Finance and Economic planning Janjos Services and Supplies L,206,200.00

lmage connections Ltd 348,000.00

Total 1,554,200.00

GRAND TOTAL 26,651,530.00
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APPENDIX IV

PROCUREMENT OF FURNITURE

IRREGULAR PROCUREMENT OF FURNITURE THROUGH USE OF QUOTATIONS ANS SPLIT OF PROCUREMENT

Department Supplier Amount

OFFICE OF THE GOVERNOR AND DEPUW GOVERNOR Epton enterprises 3,890,843.00

Designwear Limited 5,379,252.17

Odds & Ends Limited 2s9,200.00

Henry West Furniture Ltd 326,252.04

Total 9,855,547.17

PUBLIC SERVICE, LABOUR AND ICT DEPARTMENT Koala Supplies 6,493,100.00

GRAND TOTAL 16,348,647.77
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