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KEY ENTIW INFORMATION AND MANAGEMENT

(a) Backgroundinformation
The Council of Governors was established under section t9 of the lntergovernmental Relations
Act (Zorz) with the mandate to provide a mechanism for consultation amongst county
govemments, share information on performance of the counties in execution of their functions,
facilitate capacity building for governors and consider reports from other intergovernmental
forurns on national and county interests amongst other functions
The Council of Governors has a governing body as provided for under Section r9 of the
lntelgovernmental Act consisting of the Chairman, Deputy Chairman, co-opted the position of
whip and Eighteen Committees

(b) PrlncipilActivities
The Colrncil provides a forum for;

a) i Consultation amongst County Governments;
b) , Sharing of information on the performance of the counties in the execution of their

I functions with the objective of learning and promotion of best practices and where
I necessary, initiating preventive or corrective action;

c) Considering matters of common interest to County Governmentsl
d), Oispute resolution between counties within the framework provided under this Act
e) I Facilitating capacity building for governors;
f) Receiving reports and monitoring the implementation of inter-county agreements on inter-

county projects; rz. Council of Governors Strategic Plan zotT-zozz t3. Council of Governors
i Strategic Plan zotT-zozz

g)i Consideration of matters referred to the Council by members of the public;
h) Consideration of reports from other intergovernmental forums on matters affecting

National and County interests or relating to the performance of counties; and

i) ' Performing any other function as may be conferred on it by this Act or any other Legislation
' or that it may consider necessary or appropriate.

Vlsion
Pfosperous and democratic Counties delivering services to every Kenyan.
IVfission
fb Ue a global benchmark of excellence in devolution that is non-partisan; providing a

si.rpporting pillar for County Governments as a ptatform for consultation, information sharing,
cppacity building, performance management and dispute resolution.

(c) Key tfilanagement
The intity's day-to-day management is under the Accounting officer who is the Chief Executive

Officer

(d) FidufiaryManagement
The key management personnel who held office during the financial year ended 3oth June zotS and
who had direct fiduciary responsibility were:

ii
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No. Designation Name
1 cEo Jacqueline J\4ogeni
2 Head of Finance David Kisabuli

3. Head of Procurement James Kamau

4 Head of Legal Rosemary N jaramba

5. Head of Human Resources Caroline Odandi
6 Head of Administration Festus Omariba

(lnclude all positions regarded as top management in your organisation)

(e) Fiduciary OversightArrangements

Audit ond finance committee activities
t) Financialstatements:

Review the Council's interim and annual financial statements.
z) Variances:

Obtain explanations from management for significant variances between comparative
reporting periods and question management regarding any significant financial reporting
issues raised during the fiscal period and the method of resolution.

3) lnternalControls:
lnquire as to the adequacy of the organisation's system of internal controls and review
periodic reports from management regarding internal controls, which should include an
assessment of risk with respect to financial reporting.

q Auditor:
Non-audit Services: Approve all audit and non-audit services to be provided to the Council
by the independent auditor. The Chair of the Committee may pre-approve such services on
behalf of the Committee provided that such approvals are presented at the Committee
meeting following such pre-approval. ln order to obtain pre-approval, management should
detail the work to be performed by the independent auditor and obtain the assurance from
the independent auditor that the proposed work will not impair their independence.
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TH E EXECUTIVE COMMITTEE

H.E. Josphat Koli Nanok

Chairman, Governor Turkana County

H. E. Anne Waiguru

Vice Chairman, Governor Kirinyaga County

H.E Mohamud M. Ali

Whip, Governor, MarsabitCounty
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TEAM

The Chief Executive Officer, who is also the
Accounting Officer

N ramba

Head of Legal

David

Head of Finance

Odandi

Head of Human Resources
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CHAIRMAN,S STATEMENT

I would also like to commend the county

governments for working so hard in translating

individual governors' visions, into workable plans

through the ClDPs. So far we have twenty (zo)

approved CIDPs out of the forty-seven (ql)

expected ClDPs. The remaining z7 counties are in

the last stages of approval by the County

The year zotT-zot8 has been a significant Arremblies.

year for the Council of Governors' lt has

been a transitional year and also marks

the first year of the second generation

County Governments. The Council of

Governors has relentlessly continued to pursue and fulfil its mandate since the year 2o13 as stated in the

rntergovernmentar Rerations Act (zorz). The councir has been abre to achieve this milestone through the

committees in the various sectors. However, it has not been a smooth iourney as expected' The national

government and other intergovernmental agencies and stakeholders have been very instrumental in

makinginclusiveandparticipatorygovernancearealitybetweenthetwolevelsofgovernmentthrough

the rntergovernmentar structures as stated in section 4 of the rGRA (zorz) Act. one of these forums is the

Joint Agriculture sector consultation Mechanism (JASCOM) for the Agriculture sector'

The year zo1Tlzo.rShas been a significant year for me as the chair of the council of Governors' lt was not

only a tough year for the councilfor losing one of their own in a tragic car accident; the late Dr' wahome

Gakuru, .overnor Nyeri county, but arso a year of many firsts for the country. For the first time in history

the country went through the general elections twice, in August and october' This was a blow to the

economy having been faced with one-hundred days (roo) hearth workers strike earrier in the year. Delays

were faced in implementing county functions in all sectors since transfer of funds from the national

government to counties was one of the maior drawbacks. I would like to take this opportunity to applaud

the poriticar truce between our two readers H. E president Uhuru Kenyatta and Rt. Hon. Raila odinga

which has heralded a new phase of harmonious working across the political divide'

Despite the chailenges that came with transition, the councir was abre to attain some significant

mirestone in furfiiling the promise of devolution. we herd a successfur rnduction for Governors and Deputy

Governors.

vll
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held the Fifth Annual Devolution Conference which was the first devolution conference

iectors which were aligned to the President's direction of the Big 4 Agenda. This was also

moment for the Council to lay the foundation for the second generation county

The presence of the leaders from both political divides was a show of good faith for the

prosperity e country and devolution at large. lt was also a great honour to have H.E William Samoei

Ruto launch lnaugural Speeches Book of the second generation of Governors 2017-2022: which is not

just any but an accountability tool for all the governors of the 47 counties

I would also like to commend the county governments for working so hard in translating individual

governors' ons, into workable plans through the ClDPs. Up to this moment, we have twenty (zo)

approved C out of the forty-seven (47) expected ClDPs. The remainingzT counties are in the last

stages of roval by the County Assemblies. We expect that all the remaining CIDPs will be approved

before the of the first quarter of the new financial year

As we ahead to the next year, my heart is full of expectation and filled with a lot of hope at the

same time.

milestones

ugh the beginning was faced with darkness, a ray of hope has been seen through the

in the previous year. To my peers, let's thrust ahead with passion, zeal and confidence to

ensure we iver up to the last statement of our promise to the people of Kenya in ensuring the success

ofd
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REPORT OF THE CHIEF EXECUTIVE OFFTCE

The secretariat continues to be the'oil in the engine, and

supporting the county governments in the running of the

day to day issues by providing platforms for counties to

consult, learn, compare experiences and explore new and

innovative ideas.

ln the year under review, Governors continue to speak in one collective voice in matters policy, continue
to share best practices and develop innovative solutions to the challenges that come with implementing
the devolution agenda. The secretariat continues to be the 'oil in the engine' and supporting the county
governments in the running of the day to day issues by providing platforms for counties to consult, learn,
compare experiences and explore new and innovative ideas.

This report highlights the financial activities and status relating to programs and activities that were
undertaken, successes attained and challenges faced while working towards attainment of the Councils
vision and mission and delivery of the second generation Council of Covernors strategic plan zotT-zozz.
Some of the achievements include induction for 47 Governors and 47 Deputy Covernors as well as all the
County Executive Committee Members. One of the challenges faced is underfunding of the Secretariat
and thus some of the planned activities were not implemented.

As we take time to reflect upon the past year and ponder the coming one let me take this opportunity to
thank every individual and institution and development partners with whom we worked closely including
United Nations Development (UNDP); AHADI; UN WOMEN; USAID- HTGDA and Symbiocity Kenya. Not
forgetting the National Government, lndependent Commissions, civil societies, media and private sector.
The various activities reported herein were made possible through their continued collaboration,
guidance, financing and intervention. We wish to let you know that your cooperation remains dear to us,
now and in the future.

Council of

Signed: L
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STATEMENT

the Legal Committee coordinated 6 Council meetings in the FY >ot7l>ot8- Of the 6

3 were held in zotT i.e. 3t'tAugust 2o'r7,7th and l5th December zotT while the other 3

i.e. z3'd January 2o18, 5th March, zOtS and 4th June, zot8. The meetings mainly focused

various issues that impact all 47 counties including electing Committee Chairs and the

x
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REPORT OF MANAGEMENT

The management submit their report together with the audited financial statements for the year ended
June 30, zorS which show the state of the entity,s affairs.

Principal activities

The principal activities of the Council are;

1. To implement the decisions of the Council and the committees;
2. To constantly share information with the Counties;
3. To process requests from counties and offer policy advise where necessary;
4. To convene, in every quarter, County Executive Committee Members so that they develop

positions on Iegislative and policy issues that affect county Governments;
5. To convene other officers such as Chief Officers, County Attorneys and Directors also for

deliberation of matters affecting County Governments;
6, To coordinate capacity building initiatives for Covernors, County Executive Committee Members,

chief officers, county Attorneys, Chiefs of Staff, County Secretaries and other County officials;
7. To rigorously protect the interests of Counties at policy level by for instance participating in inter-

agency meetings, committees and taskforces;
8. To ensure that County resources are safeguarded in all negotiations on upcoming projects;
9. To coordinate sectoral intergovernmental forums between the Counties and the National

Government;
1o. To receive and document best practice to promote learning between the Counties; and
11. To support and link with the office of the Deputy Governors.

Results

The results of the entity for the year ended June 30, zorg are set out on page r and z

The Executive Council

The members of the Executive Council who served during the year are shown on page iv.

xl
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STATEMENT OF COUNCIL'S' RESPONSIB!LITIES

Section gr of the public Finance Management Act, zotz and (section zz of the tntergovernmentol Relations

Act, - require the management to prepare financial statements in respect of that entity, which give a true

and fair view of the staie of affairs of the entity at the end of the financial year/period and the operating

results of the entity for that year/period. The management are also required to ensure that the entity

keeps proper accounting records which disclose with reasonable accuracy the financial position of the

entity.The management are also responsible for safeguarding the assets of the entity.

The management are responsible for the preparation and presentation of the entity's financial statements,

which girJ a gue and fair view of the state of affairs of the entity for and as at the end of the financial year

(perioJ) ended on June 3o, zor8 . This responsibility includes: (i) maintaining adequate financial

management arrangements and ensuring that these continue to be effective throughout the reporting

perioJ; (ii) mhintaining proper accounting records, which disclose with reasonable accuracy at any time

if," tin.niial position of the entity; (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

entity;(v) selecting and applying appropriate accounting policies; and (vi) making accounting estimates

that are reagonable in the circumstances.

The management accept responsibility for the entity's financial statements, which have been prepared

using appr-opriate accounting policies supported by reasonable and prudent judgements and estimates, in

confo.mity with tnternational public Sector Accounting standards (IPSAS), and in the manner required by

the pFM Act, 2o12 and (the state corporations Act) - entities should quote applicable legislation as indicated

under). The,management are of the opinion that the entity's financial statements give a true and fair view

of the state OI entiiy'stransactions during the financial year ended June 3o, zo'r7, and of the entity's financial

position as 0t that date. The management further confirm the completeness of the accounting records

maintained for the entity, which have been relied upon in the preparation of the entity's financial

statements as well as the adequacy of the systems of internal financial control.

Nothing ha$ come to the attention of the management to indicate that the entity will not remain a going

concern fOr,at least the next twelve months from the date of this statement.

Approval o( the financial statements

The entityr! financial statements were approved by the management on z8th September zot8 and signed

on its behalf by:

V
Chief Executive Officer Accountant

ICPAK Member Number t7785

xll
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REPORT OF THE INDEPENDENT AUDITORS ON THE COUNC IL OF GOVERNORS
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- Mail
Website: www.kenao.

OFFICE OF THE AUDITOR-GENERAL
REPORT
FOR THE

E AUDITOR.GENERAL ON GONCIL OF GOVERNORS SECRETARIAT
R ENDED 30 JUNE 2018

REPORT FINANCIAL STATEMENTS

Disclaime

I have the accompanying financial statements of set out on pages 1 to 28, which
compnse
financial

ent of financial position as at 30 June 2018, and the statement of
nce, Statement of changes in net assets, statement of cash flows and

statement mparison of budget and actual amounts for the year then ended, and a
summary nificant accounting policies and other explanatory information in accordance

ons of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act,

I do not an opinion on the accompanying financial statements. Because of the
sign the matters described in the Basis for Disclaimer of Opinion section of my

ot been able to obtain sufficient appropriate audit evidence to provide a basis
nion on thelse financial statements.

laimer of Opinion

report, I

1 lant and Equipment

and equipment figure of Kshs.54,931,849 as at 30 June 2018 as reported on
of financial position and note 17 of the financial statements includes additions
,677,357 whose composition and its reconciliation from the initially reported

Property,
the state
totaling

acquisition of assets totaling Kshs.1,668,116 were not provided for audit

of Kshs.

Further,

addition, the amount of Kshs.2 ,677,357 was different from the ledger balancg
317 resulting in an unexplained variance of Kshs.1,325,960.

ent documents availed for audit in support of purchase of computers
amou s.1 ,931 ,960 while the financial statement have a figure of Kshs.1,407 ,116
resulting reconciled and unexplained difference of Kshs.524,844. Additionally, the

Telephone:
x: +254-20-311482

with the

for an au

Basis for

balance
30 June
over the
balance

REPUBLIC OF KENYA

P.O. Box 30084-00100

NAIROBI

, plant and equipment has been introduced in the financial year ended
even though some of the assets included in the balance have been acquired

the secretariat has been in existence. No reconciliation of the opening
of property, plant and equipment to the annual acquisition of assets

expend rthe years of the secretariat's operations has been provided for audit review

30 Juntt 201

Promoting Accountability in the Public Sector

+254-20-342310

(Lt!1,(l oa! kcnya.g() kc

ioninion

expenditure
verification. I



a
Consequently, the accuracy of the property, plant and equipment balance of
Kshs.54,931,849 as at 30 June 2018 could not be ascertained.

2. Cash and Cash Equivalents

Cash and Cash Equivalent balances of Kshs.293,307,432 as at 30 June 2018 includes an
amount of Kshs.100,000,000 in respect of guarantee on staff mortgage that is being held by
Kenya Commercial Bank. The amount has not been confirmed by the bank and no
documents were availed to show existence of the amount.

Further, the Kshs.100,000,000 balance was to earn interest at a rate of 10% per annum but
the financial statements have not captured the expected interest of Kshs.10,000,000 in
respect of year 201712018 and Kshs.1 ,945,205 in respect of financial year 201612017.
Under the circumstances, the accuracy of the cash and cash equivalents balance of
Kshs.293,307,432 could not be confirmed.

3. Presentation and Disclosure of Financial Statements

3.1 Non Compliance with Public Sector Accounting Standards Board
Pronouncements and Guidelines

The Public Sector Accounting Standards Board (PSASB) under guidelines No 2 on
"Financial Reporting and internal Auditing Standards Pronouncement "under paragraph
2.2.2 approved that all the Semi-Autonomous National and County Government Agencies
shall apply lnternational Public Sector Accounting Standard (IPSAS) Accrual based
Standards. The Council of Governors presented financial statements based on cash basis
of accounting which was rewarded and an amended set presented to Auditor-General. On
examination of the revised Financial Statement of Council of Governors, it has been noted
that the financial statements were been revised and prepared using the IPSAS Accrual
based standards as perthe PSASB's pronouncement made via the Kenya Gazette No 18
of 2014 but the comparative information for the financial year 201612017 have not been
restated using accrualbasis in line with IPSAS 3, Accounting Polices, changes in Accounting
Estimates and Errors.

ln consequence, the Financial Statements'opening balances cannot be confirmed

3.2 Unexplained Adjustments and Errors

The reconciliation between the figures in the first set of financial statements (Cash basis of
Accounting) and the revised financialstatement (Accrual Basis of Agcounting) have,not been
fully explained for the following accounts.

Account Name

Property, Plant and Equipment
Communication
Training
Hospitality

Unexplained Amount
(Kshs.)
1,284,241
42,094
1,182,057
300,000

Keporu oJ tne Auatrcr-uenerat
30 June 2018

l;tqtements oJ Lounctl oJon Ine r
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Notes 8, 10, 11, 12, 13, 14, 16 and 18, to the financial statements does not agree with the
statement of financial performance as required. Further, Notes 16, 17 , 18, 19 and 20 to the
financial statements do not agree with the statement of financial position.

Consequently, the accuracy of the financial statements as at 30 June 2018 could not be
confirmed.

4. Use of Goods and Services

4.1 Rental Proceeds, Utilities and Services

The statement of financial performance under general expenses reflect a figure of
Kshs.457,884,882 .lncluded in this figure is Kshs.196,856,645 for rental proceeds and
services as shown under note 1 3 of the financial statements that is in respect of office space
on 2nd, sth, 6th, 7th, Bth, gth, 1Oth and 11th floor of the Delta House Building. The following
anomalies were however noted;

(i) The lease agreement for 11th floor was not availed for audit examination.

(ii) The procurement documents to show how the office space for all the eight floors was
identified and acquired were not availed for verification.

(iii) The valuation undertaken by Ministry of Lands, Housing and Urban Development
indicates that rental values of Kshs.100 per square feet but the rental charges to the
Council of Governors were at a rate of US$1.40 per square feet which was 40%
above the market price.

(iv)No explanation was provided for documentation of the contract in United States
Dollars (US$) and the use of higher rental charge compared to the government
advised market value.

Under the foregoing, the the accuracy and propriety of the Rental Proceeds, Utilities and
Services balance of Kshs.'196,856,645 for the year ended 30 June 2018 could not be
ascertained.

4.2 Domestlc Travel and Subsistence

The financial statements at note 13 reflects a figure of Kshs.15,354,184 in respect of
domestic travel and subsistence. A review of the payment showed that included in this figure,
are payments for charter services on behalf of Meru County and Kisii County Governments
totaling Kshs.7,168,855 and Kshs.661,440 respectively. No justification has been provided
why the Council of Governors orders and pays for charter services on behalf of County
Governments as this floats the procurement process at the Counties. The amount was not
an expenditure of the Council of Governors and therefore there is clear over statement of
this expenditure. Further, the amount was to be recovered from fVleru County Government
and should have been included under receivables. There was no documentary evidence
provided to show that this amount was paid back to the council. Further, the management

Keport oJ lhe

30.lune 2018

al StalementsA uditor-Generdl on lhe l'inanci

3
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should have reported an outstanding amount of Kshs.2,773,714 as owing from Meru County
which should be a receivable but has not been disclosed in the financial statements.

ln addition, the bills of Kshs.7,168,855 were incurred in the financial year 201612017 and
even though the procurement was presumably done by the Council of Governors, the
amount was not disclosed as pending bills in the financial year 201612017. No justification
has been provided for settling of these bills by Council of Governors Secretariat as there
were no pending bills disclosed in the 201612017 financial year.

ln view of the foregoing, the accuracy and propriety of the expenditure of Kshs.15,354,184
in respect of domestic travel and subsistence could not be ascertained.

5. Transfers from Government Entities

The Statement of financial performance reflects a figure of Kshs.220,545,600 being
transfers from Other Government Entities. The figure constitutes Kshs.45,599,492 for lnter-
Governmental Contributions, Kshs.84,946,107 for rentals on County Government Liaison
office and Kshs.gO,000,000 in respect of Devolution Conference Support from the forty
seven (47) County Governments.

The Council of Governors in a meeting held on 23 January 2018 agreed that each county was to
contribute Kshs.12,500,000 and Kshs.10,000,000 towards inter-governmental and devolution
conferences, respectively. However, out of the total expected revenue of Kshs.681,500,000, the
Secretariat received Kshs.290,212,315 only in respect of the two items from the counties in the
financial year ended 30 June 2018 resulting in a shortfall of Kshs.451,900,500 which has not
been recognized in the financial statements even though they have been prepared on accrual
basis of accounting. ln addition, the expected revenue declined from Kshs.681,500,000 in
201612017 to Kshs.587,500,000 in 201712018 while the revenue amount received declined from
Kshs.290,212,35 to Kshs.135,599,492 No evidence has been provided to show that the
amounts receivable from the county governments for the financial year 201612017 totaling
Kshs.391 ,287 ,685 was ever recovered from the respective counties during the current year.

As a result, the accuracy and completeness together with the outstanding contributions from the
County Governments cannot be confirmed.

6. Compensation of Employees

6.1 Gratuity

The statement of receipts and payments reflect a figure of Kshs.115,205,977 in respect of
compensation on employees. lncluded in this figure, is Kshs.25,242,161 disclosed under
note 3 of the financial statements as staff gratuity paid during the year under review.

The figure of Kshs.25,242,16'l includes payments totaling to Kshs.22,652,421 indicated as
gratuity for past years whose breakdown was not availed for audit verification.

Keport oJ tne Aucluor-uenerol
30 June 2018

ents oJ Council oJon F tnanctctl Statem
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Governors Secretariat for the year ended



Consequently, the validity and accuracy of the figure of Kshs.25,242,161 in respect to
gratuity could I not be ascertained since the previous year comparative information on
financial staternents has not been restated to accrual basis of accounting.

6.2 UnauthoriEed Expenditure

As reported in the previous year, the Council of Governors Secretariat management
recruited and promoted in various categories which resulted in an increase in amount of
salaries and wages to Kshs.89,963,816 in 201712018 from Kshs.60,227,174 in 201612017
an increase of Kshs.29,736,642 or about 49.4%. The Secretariat staff continued getting
salaries and allowances without advice from the salaries and Remunerations Commission
contrary to the provisions of Article 230 (4) of the constitution of Kenya 2010.

ln the circumsfance, the propriety of employees cost of Kshs.115,876,227 for the year ended
30 June 2018lcould not be confirmed.

7. Rent Receivable

The statement of financial position reflects an amount of Kshs.21,024,903 as rent receivable
being amount of rent due from various county governments in respect of liaison offices. The
Council of Governors Secretariat entered into lease agreement with Garden Properties Ltd in

2014 for office space at Delta Corner Tower. At the point of leasing the space all the 47 County
Governments were to take up and pay for some space to establish their liaison offices. The
County Governments have since established county liaison offices in the building and rent is
payable quarterly by the counties to the Secretariat who in turn remits it to the landlord. However,
some counties have not been remitting their quarterly rent obligations to the Secretariat and an
amount of Kshs.21 ,024,903 was outstanding as at 30 June, 2018. The basis of working out the
outstanding rents for each county was not provided.

ln the circumstances, the Secretariat being the tenant, faces possible eviction and possibility of
litigation and or penalties on rent receivables.

8. Council of Governors Secretariat Expenditure

The Council of Governors is a creation of section 19 of the lnter-Governmental Relation Act,
2012. However, the Act does not recognize the existence and function of Council of
Governors Secretariat. Section 17 of the lnter-Governmental Relation Act, 2012 stipulates
that the lnter-Governmental Technical Committee may employ officers and staff for its
secretariat as are necessary for proper discharge of the functions of the Committee, the
Council of Governors and the Summit. The Council of Governors Secretariat has over the
last three financial years entered to several contracts and paid a total of Kshs.2,044,741,170
whose appropriation may be inappropriate as detailed below:

Report of thi Aufitor-General on the F
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Year

2017t2018
2016t2017
2015t2016

Amount
(Kshs.)
624,625,524
685,983,151
734j32.495
2.044.741.170

ln view of the foregoing, the legality of Council of Governors Secretariat, the propriety and
legality of payments made by Council of Governors secretariat and the validity of the
contracts entered into by the Secretariat could not be confirmed.

9. Unresolved Prior Year

The following issues reported in the audit report for the financial year ended 30 June,2017
are yet to be resolved:

9.1 Bank Guarantee

lncluded in the statement of assets as at 30 June 2017 is a bank guarantee deposit of
Kshs.300,000 number TFBG/15/0090 which was issued on account of Council of Governors
by Cooperative Bank of Kenya to Toyota Kenya effective 10 February,2015 and expiring on
31 January,2016. Upon expiry of the guarantee, the deposit was not lifted or formally rolled
over. ln addition, no evidence of either renewal or cancellation of the guarantee has been
provided for audit review. This effectively means that the guarantee deposit has been held
by the bank for over three years but was not disclosed as an asset in the two preceding
financial years. ln the circumstances, I am unable to confirm the accuracy and validity of the
bank guarantee reported and the accuracy of the accounting records recognizing the
guarantee in the current year.

9.2Staff Loan Fund

9.2.1 The Council of Governors Secretariat entered into an agreement with KCB Bank Limited
on 20 April 2017 through which, the bank was appointed as a financier to the Secretariat
employees' special housing scheme. According to the terms and conditions of the
agreement, the Council of Governors Secretariat obligations included confirming to KCB
Bank in writing that any applicant seeking to use the facility is a permanent employee.
However, no document was provided for audit review to confirm prior approval of the
housing scheme and agreement by the Council of Governors. ln addition, the Council of
Governors Secretariat does not have permanent staff contrary to one of the conditions of
the agreement.

9.2.2 The statement of assets as at 30 June 2017 reflects staff loan fund balance of
Kshs.100,000,000 representing a deposit placed with the KCB Bank Limited to guarantee
the special staff housing scheme between the Secretariat and the Bank. The deposit
earns interest at a rate of 10% but only to the extent that there are no equivalent loans
advanced to the staff. An amount equivalent to loans advanced to staff is transferred from

l<eport oJ lhe Auditor-General on the l'inancial Slatemenls
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the interest bearing deposit account to a non-interest bearing in lien deposit account. The
following anomalies have noted regarding the loan fund:

(i) The commitment of the Kshs.100,000,000 was not factored in the approved budget for
201612017. Alternatively, approval if any for reallocation of the funds to the item was not
provided for audit verification.

(ii) There was no explanation on rationale for the bank not to pay interest on deposit
transferred to lien deposit account yet the staff were paying to the bank interest on loans
advanced to them.

) The process of appointment of KCB Bank as the scheme administrator was not
documented to enable verification of the legality and efficiency of the process.

9.3 TransfurrB from Government Entities

The statement of receipts and payments reflects transfer from government entities totaling
Kshs.361 ,259,779 in respect of contributions from County Governments in the financial year
201612017.The contributions relate specifically to rent for liaison offices, inter-governmental
contribution and devolution conference support but only one county government honored its
obligation in full towards inter-governmental contribution while twenty counties did not give any
monies at all for the same. Eight county governments similarly did not contribute any monies at
all for the devolution conference support.

The failure to collect budgeted receipts from the County Governments while the planned activities
are undertakeyr would adversely affect the continued operation of the Council and financial
sustainability df the Secretariat.

9.4 Compengation of Employees

During the year under review, the Council of Governors Secretariat management recruited and
promoted staff in various categories. This resulted to an increase in the amount of compensation
paid to Kshs.60,227 ,174 in 201612017 from Kshs.29,422,841 paid the previous year, an increase
of 30,804,333 or about 105o/o.

As reported in the previous year, the staff of the Secretariat continued to be paid salaries and
allowances without advice of the Salaries and Remuneration Commission contrary to the
provisions of Article 230(4) b of the Constitution of Kenya 2010. Consequently, the validity of
compensation of employees' expenditure of Kshs.60,227,174 cannot be confirmed under the
circumstances.

9.5 Legal Expenses

The legal fees of Kshs.41,849,005 disclosed under Note 3 to the financial statements includes
an amount of Kshs.31 ,142,450 paid to one lawyer that was handling cases between the Council
and various arms of the National Government including Senate, National Assembly and, the

Statemenls
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lndependent Electoral and Boundaries Commission among others. No proper justification has
been provided for appointing the lawyer to handle all these cases.

9.6 Domestic Travel and Subsistence

Domestic travel and subsistence expenditure of Kshs.43,097,567 disclosed under Note 4 to the
financial statements includes payments amounting to Kshs.7,671,260 in respect of helicopter
and charter to a service provider during the year under review. However, documents in support
of procurement and sourcing of the service provider whose contract was signed on 15
September, 2016 were not provided for audit verification. Consequently, the propriety of this
expenditure cannot be ascertained.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

I do not express a conclusion on the lavufulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance of
the matters described in the Basis for Disclaimer of Opinion section of my report, I have not
been able to obtain sufficient appropriate audit evidence to provide a basis for my audit
conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

I do not express a conclusion on the effectiveness of internal controls, risk management and
governance as required by Section 7(1) (a) of the Public Audit Act, 2015. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a basis
for my audit 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 lnternational Public Sector Accounting Standards Accrual
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 

"ontroiirisk management and governance.

ln preparing the financial statements, management is responsible for assessing the ability
to sustain services, disclosing, as applicable, matters related to sustainability of services
and using the lnternational Public Sector Accounting Standards Accrual basis of accounting

Keport oJ the Audtlor-oeneral on lhe Ftnanctal
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unless the
realistic a

Management
Auditor-Gene
2015.

ment either intends to liquidate the or to cease operations, or have no
but to do so.

also responsible for the submission of the financial statements to the
I in accordance with the provisions of Section 47 of the Public Audit Act,

the responsibility for the preparation and presentation of the financial
bed above, management is also responsible for ensuring that the

al transactions and information reflected in the financial statements are in
the authorities which govern them, and that public resources are applied in

v

with governance are responsible for overseeing the financial reporting
ng the effectiveness of how the entity monitors compliance with relevant

rdes my opinion in accordance with the provisions of Section 48 of the Public
5 and submit the audit report in compliance with Article 229(7) of the

, because of the matters described in the Basis for Disclaimer of

activities, financial transactions and information reflected in the financial
, in compliance with the authorities that govern them, and that public
pplied in an effective way, in accordance with the provisions of Article 229(6)

ln addition
statements
activities, fina
compliance
an effective

legislative regulatory requirements, ensuring that effective processes and systems are
in place to dress key roles and responsibilities in relation to governance and risk
management, nd ensuring the adequacy and effectiveness of the control environment.

Auditor-Gen 's Responsibilities for the Audit

My respo ity is to conduct an audit of the financial statements in accordance with
ndards of Supreme Audit lnstitutions (lSSAls) and to issue an auditor's

report that i

Audit Act, 2
Constitution.
Opinion secti
to provide a b for an audit opinion on these financial statements.

ln addition, responsibility is to express a conclusion about whether, in all material

Those
process,

respects, the
statements a
resources a

and systems
management

of the Con tion and submit the audit report in compliance with Article 229(7) of the
Constit also consider internal control, risk management and governance processes

order to give an assurance on the effectiveness of internal controls, risk
governance in accordance with the provisions of Section 7(1) (a) of the

Public Audit 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution.
Lawfulness

, because of the matters described in the Basis for Conclusion on
Effectiveness in Use of Public Resources, and lnternal Controls, Risk

Management Governance sections of my report, I was not able to obtain sufficient
appropriate it evidence to provide a basis for an audit conclusion

I am inde
have fulfi

nt of Council of Governors in accordance with ISSAI 30 on Code of Ethics. I

led r ethical responsibilities in accordance with the ISSAI and in accordance
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with other ethical requirements applicable to performing audits of financial statements in

Kenya.

FCPA Edward R. O. Ouko, CBS
AUDlTOR.GENERAL

Nairobi

23 Augusl2019
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b STATEMENT FINANCIAL PERFORMANCE

FOR THE NDED JUNE 2o1E

The notes out on pages 6 to z8 form an integral part of these Financial Statementsset

non-exchange transactions

7 zzo,545,6oo 36',t,>59,779Transfer from Government Entities

78,549,7756 1O5,062,143Proceeds fro r Domestic and Foreign Grants
tot;93,6z48 IOT,OOOrOOOGrants from I 4inistry of Devolution

52,OO9,OOO25,OOO,OOO
Grants from It

Symbiocity Pr

4inistry of Devolution (Kenya
ogramme)

48,690,23) 7),427,547nd 't6Receipts in-ki
21 21,O24,9O3Rent Recelva rle

5z7r3zzr87g 666,439,725eTotal revenu

Expenses

5,492,1629 5,427'341Use of good and services
115,876,227 6o,227,t74sts 10Employee co

r8 't5,647,8o'rDepreciatior and amortization expense

9,957,55913 'to,65tr379Repairs and naintenance
5o2,528,71914 457,884,882General expr :nses
24,470,97515 51,77't,465Kenya Symb ocity Prograllme
73,427,547't6 48,69o,233Payments ln -kind

705,949,329 676rto4rB6Total expen tes

Remission tr > NationalTreasury

(9,664,4tt\
(rl816z6,4So)sNet Surplu for the year

I

zotGzotTNotes zorT-ror8
Kshs Kshs
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i

STATEMENT OF FINANClAL POSIT!ON
AS AT JUNE zol8

The Financial Statements set out on pages 6 to z8 were signed on behalf of the management by:

Chief Executive Officer Head of Finance
Name: David KisabuliName: Jacq eline Mogeni
ICPAK Member Number: 17785

L

Signed.

Date....*/.g.r./r, ?............

Si

Assets

current assets

Cash and cash equivalents 17 293,307,432 388,t9r,565
Rent Receivable 21 21,O24,9O3

Non-current assets

Property, plant and equipment r8 54,931,849 9,879,o15
Total assets 369,264r184 39E,o7o,58o
Liabilities
Current liabilities
Trade and other payables from exchange
transactions

19 6834t,937

Non-current liabil ities
Non-current employee benefit obligation 23,454'839
Total liabilities 9r,796,776
Net Assets 277,467,4o8 398,o7o,58o
Reserves 388,191,565 407,734,991
Adjustment; Fixed Assets 20 67,9o2,293
Accumulated surplus ('r78,626,45o) (9,664,4r\
Total net assets and liabilities 277,467,4o8 398,07o,580

2

\-.

Notes zorz-zor8 zot6-zot7
Kshs lGhs
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STATEMENT OF CHANGES IN NETASSETS
FOR THE YEAR ENDED 3o JUNE zorS

At July t, tot6 lG7,489,644 167,489,644
Total comprehensive income (t9,543,426) (t9,543,426)
AtJune ],or2otT 147

At July t,2otl r47
comprehensive incomeTotal

(t78,626,45o) (r87,r93,q5)
At June 30, 2olg

$o,68o,232) (39,247,2t7)

a
J
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earnlngs Total
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STATEMENT OF CASH FLOWS

FORTHE YEAR ENDED JUNE ZOIS

Cash flows from activities

)61 ,259,779zto,545,60o
EntitiesGovernmentfromnsferTra 78,549'7751O5,O62,14)

Proceeds from Domestic Grantsand F
1O1,1107,OOO,OOO

onDevolutiolMfromntsGra inistry
52,OO9,OOO25,ooo,ooo

)utionDevol Kenyarnt ofMfrom stry6rants 593rO12r178457,607,743
Total ReceiPts

5,492,'t6z5,427,341
oods and servicesUse of 6orzz7,l74tt5,876,227

costs 9,957,559to,65't,379
rs and maintenance

5O2,528,719457,884,882
General nses 24'47o,9755t,77't,466

SymbiocitY Programme
6o21676158964tr6ttrz95

Total PaYments
9,664,411r84,0o3,552)

Net cash flows from activities

ESactivitiinvestinfrom eflowsshCa (e, 879,ot52,677357)
ent and intangible

Purchase of equipm assets
(9'879,orz1677rr57)

Net cash flows used in activities

activitiesfrom financingflowsCash
69,34

lncrease rn
23, 454,8)9

GratuitY Fund

Net cash flows used in activities
t9,543,426)(94,884,

increase/( equivalentsandh cashcastndecreaseNet

4o7,734,991388,t9'r,565z8
ULY)at 1lentshcasand equivaCash 388,t9t29),ro7,4r2z8NEJUatcash 3oandCash

4
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED JUNE:oI8

Budget note
l, fran$et trol,I- coyernmert E *ities,

Most @unties did not hotout their aommitment of suwoft lo the couhcil during the yeor opdrt from the Devotution confetence wherc thecouncil redlized g6X of theexpected omounL
, Pro.eeds lfom Dotnestk @d F(retgncrants;

... Tlere wls drdnic:reducti@ of grontsfrom development partne.r> dunngthe peiod.lii cronb lrom Mlnistry ol Dotoluaionl
The dlbcotion of supplementory budlet of Kshs lr;,goo,ooo wds not dgbursed by end of the finoncidl petiod.

5

e u or7-zor8
Revenue Kshs Kshs Kshs Kshs Kshs
Transfer from Covernment Entities 215,722,750 215,722,750 215,722,750 zzo,545,6OO 4,822,85oProceeds from Domestic and
f, Grants

t69,53o,567 'to5,o6z,'t43 (64,468,424)

Grants from Min istry of Devolution 247,gOO,OOO

t69,53o,567

247,gOO,OOO

169,53o,567

247,gOo,ooo 1O7,OOO,OOO (rr5,9oo,ooo)
Grants from Ministry of Devolution

e
25,OOOTOOO

Totalincome 633,r53r3r7 633,r53,3r7 673,t53,3r7 457,607i43 (rti,s+s,stq)
Expenses

Use of s and services 5,4OO,0OO 5,4OO,OOO 5r4OO,OOO 5,+27,341 1Empl costs t25,827,3o8 lz5,8z73oB tz5,8z73oB 't't5,876,727
9,951,o81rs and maintenance r4,805,368 r4,8o5,368 t4,8o5368 'to,65't,379

3,6eneral 468,t49,642 468,t49,642 468,149,642 457,884,882 1O,264,760
Kenya Symbiocity programme (ref
to Pro Statements 5t,77t,466

Total expenditure 614rtBzSrB 614,r8zr3r8 614,t8>3r8 64tr6tt1795 24r34t,989
Surplus for the period r8,97rrooo rSrgTrrooo rSrgTrrooo (r84roo4ro5z (199,887,563)

Performance
difference

Originalbudget FinalbudgetAdiustments

basis
Actualon

zorT-zor8 zorT-zor8 zorT-zor8
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I

NOTES TO THE FINANCTAL STATEMENTS
I

2.

1. GENTRAL INFORMATTON

The council of Governors is established by and derives its authority and accountability from
tntergovernmental Relations Act (IGRA zorz). the entity is wholly owned by the Government of
Kenya and is domiciled in Kenya.

STAIIEMENT OF COMPLIANCE AND BASIS OF PREPARATION
The financial statements have been prepared on a historical cost basis except for themeasurement at re-valued amounts of certain items of property, plant and equipment,
markptable securities and financial instruments at fair value, impaired assets at their estimatedrecoverable amounts and actuarially determined liabilities at their present value. Thepreparation of financial statements in conformity with lnternational public Sector Accounting
Standards (lPSAS) allows the use of estimates and assumptions. lt also requires managementto exercise judgement in the process of applying the untity', accounting policies. The areas
involVing a higher degree of judgement or complexity, or where assumptions and estimates are
signi{icant to the financiar statements, are disciosed in Note 5
The financial statements have been prepared and presented in Kenya shillings, which is thefuncdional and reporting currency of ttre entity.

The financial statements have been prepared in accordance with the pFM Act, the Statecorporations Act (inc/ude any other applicable legislation), and tnternational public sector
Accounting standards (IPSAS). The accounting policl'es adopted have been consistently applied
to all the years presented.

3. ADOPTION OF NEWAND REVTSED STANDARDS
l' Relevant new standards and amendments to published standards effective for the

ended 3o June zor8
year

dard lmpact

39: Employee
Benefits The objective to issue rpsAs i9 was to create convergence to

changes in rAS 1g Employee benefits. The rpsASB needed to create
convergence of rpsAS 25 to the amendments done to rAs rg. The
main objective is to ensure accurate information relating to pension
liabllities arising from the defined benefit scheme by doing away with
the corridor approach

Applicable: r't January zotS

6
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For the year

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 ADOPTION OF NEW AND REVISED STANDARDS (Continued)

ii. New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2O17

iii. Early adoPtion of standards

The entity did not early - adopt any new or amended standards in year zotE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government 
_ 
entities are

measured at fair value and reiognized on obtaining control of the asset (cash, goods,

services and property) if the transfer is free from conditions and it is probable that the

economic benefits or service potential related to the asset will flow to the entity and

can be measured reliably. iecurrent grants are recognized in the statement of

comPrehensive income.

b) Budget information

The original budget for Fy 2017118 was approved by the Council. Subsequent revisions or

additional appropriations were made to the approved budget in accordance with specific

approvals from the appropriate authorities. The additional appropriations are added to the

original budget by the entity upon receiving the respective approvals in order to conclude

the final budget.

The entity,s budget is prepared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial

perf6rmance, whereas the budget is prepared on a cash basis. The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassified by

presentation to be on the same basis as the aPproved budget' A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then presented

in the statement of comparison of budget and actual amounts.

n

Standard
Applicable: t't JanuarY 2ot9:

The standard covers public sector combinations arising from

exchange transactions in which case they are treated similarly with

tFRS 3(applicable to acquisitions only) Business combinations and

combinations arising from non exchange transactions which are

covered purely under Public Sector

Effective date and imPact:

amalgamations.

combinations as

TPSAS 4o: Public

Sector

Combinations
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d) Leases

and Financial Statements
ended June 30,2018

n addition to the
also made for
presentation of

Basis difference, adiustments to amounts in the financial statements aredifferences in the formats and classification schemes adopted for thethe financial statements and the approved budget.

{ statement to reconcile the actual amounts on a comparable basis included in the{tatement of comparison-of orog.t ana actuat .;;il;d the actuars as per the
Ifi:ilil|:r 

rinanciar performancE r,ur't.un presented under page 5 of these financiar

i

froperty, plant and equipment

$ll property, plant and equipment are stated at cost less accumulated depreciation andlfnpairment losses' cost includet 
"rplnaiirre that is directly 

"*iuua"bl" to the acquisition{r*re items' when signifi."nt f"rtio}-p.op"*y, prant and equipment are required to berpRlaced at intervals, the entity iu.ogrirJr ruch parts as inairiJJaiassets with specific usefulfifves and depreciates trrem accorroirgiv. i*a*ise, when . ,.iorinrpection is performed, itscpst is recognized in the carrying.#;;;;the prant and equipment as a repracement if therfcognition criteria are satisfieJ. All other repair and mainienance costs are recognized insfrplus or deficit as incurred' where an asset is acquired in . non-"r.hange transaction forrttil or nominal consideration the asset is initially measured at its fair value.
l

,ll.'lt':' ,leases 
are leases that do not transfer substantially all the risks and benefitsirfcidental to ownership of the leased ia",n.ao the Entity. oplrating lease payments are

ffi""tm: 
as an operating expense in irrptu, or deficii on a siraigr,t-rine basis over the

e) dptangibte assets
lrftangible assets acquired separately are initially recognized at cost. The cost of intangible{sets acquired in a non-exchange transaction is their f-air value at the date of the exchange.F{llowing initial recognition, iniangible assets are carried at cost less any accumuratedaJnortization and accumulated impjrment losses.

#1e useful life of the intangible assets is assessed as either finite or indefinite.

Nlture and purpose of reserves
The Entity creates and maintains reserves in terms of specific requirement s. The councit didndt maintain reserve during the period.

CHanges in accounting poticies and estimates
The Entity recognizei the effects or .r,.ng", in accounting poricy retrospectivery. The
;ffit:Jl;:anges 

in accounting policv are 
"pptiua 

prorpu..iu8y"if ,.u.rorp"ctive apprication

Rqlated parties
TIF Entity regards a related party as a person or an entity with the ability to exert controlindividually or iointly, or to exercise significant influence over the Entity, or vice versa.

Cabh and cash equivalents
caph and cash equivalents comprise cash on hand and cash at bank, short-term deposits oncall and highly liquid investments with an original.maturity otiir"u months or ress, whichard readily convertible to known amounts oicash and aie rrliuo to insignificant risk of
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nt balances include imounts held at the various commercial

changes in vatue. Bank accou

banks including bank guarantees held at the end of the financial year

') ?il:::L"::?il:x:ir., Fy 2o17-2018 was approved bv th.e councir of Governors. Subsequent

revisions or additional appropriations *ere made io the approved budget in accordance

with specific approvals fiom the appropriate authorities' The additional appropriations are

added to the original budget by the entitv upon receiving the respective approvals in order

to conclude the final budget'

statements.

Theentity,sbudgetispreparedonadifferentbasistotheactualincomeandexpenditure
disclosed in the financilt siatements. The financial statements are prepared on accrual basis

using a classification based on the nature oi 
"*p"nr"s 

in the statement of financial

performance,whereasthebudgeti,p."pu.edonacashbasis.Theamountsinthefinancial
statements were recast from the ...rrrl trris to the cash basis and reclassified by

presentation to ue oi itre same basis as the approved budget. A comparison of budget and

actual amounts, pr"pui"a on a comparaure u]Jis to the apfroved budget, is then presented

inthestatementofcomparisonofbudgetandactualamounts.lnadditiontotheBasis
difference,adiustmentstoamountsinthefinancialstatementsarealsomadefor
differences in the formats and classification ,tht"' adopted for the presentation of the

financial statements and the approved budget'

Astatementtoreconciletheactualamountsonacomparablebasisincludedinthe
statementofcomparisonofbudgetandactualamountsandtheactualsasperthe
statement of financial performanc" r,u, u"un presented under page 5 of these financial

.) 
i:#::t"1xrt:il:;r..ative figures rorthe previous financiarvear have been amended or

reconfigured to conform to the iequired changes in presentation'

t) 
;il:::fl:;:1""'":':: events subsequent to the financiar year end with a signiricant impact on

the financial statements for the year ended June 30' 20t8'
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IFICANT JUDGMENTS AND SOURCES OF ESTTMATION UNCERTATNTY
preparation of the Ent'ty's financial statements in conform ity with TPSAS requires

nt to make judgments, estimates and assumptions that affect the reported amounts
ues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at theof the reporting period. However, uncertainty about these assumptions and estimatesresult in outcomes that require a material adjustment to the carrying amount of the assetor lity affected in future periods State all judgements, estim ates and assumptions made:

and assumptions
assumptions concerning the future and other key sources of estimation uncertainty atporting date, that have a significant risk of causi ng a material adiustment to the carryingnts of assets and liabilities within the next financial year, are described below. The Entityits assumptions and estimates on parameters available when the consolidated financialts were prepared. However, existing circumstances and ass umptions about future

opments may change due to market changes or circumstances arising beyond the control
Entity. Such changes are reflected in the assumptions when they occur. IpSAS r.r4o

! lives and residual values
useful lives and residual values of assets are assessed using the following indicators topotential future use and value from disposal

The condition of the asset based on the assessment of experts employed by the Entity
The nature of the asset, its susceptibility and adaptability to changes in technology and
processes

The nature of the processes in which the asset is deployed
Availability of funding to replace the asset
Changes in the market in relation to the asset

for Depreciation
epreciation rates used are as follows;

cl Rate
25%
'r2.5%

30%

3c%

vehicle

Equipment & Accessories
uters & Printers

e.g

l0

of

The

of

& Fitting

The
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6 PUBLIC CONTRIBUTIONS AND DONATIONS

Name of the Donor

Devolution Conference Registration and Others

UNICEF Kenya

HDI Marketers Ltd

Kenya Vision zo3o

Kenya Post Office

Osho Chemical lndustries Limited

Children lnvets

KIPPRA

Resolution lnsurance

Amref Kenya

lsuzu East Africa Limited

Cooperative Bank of KenYa

Kenya Commercial Bank

Ford Foundation

Deloitte Limited

EACC

Kenya Private Sector Alliance

Seven Seas TechnologY GrouP

Commission On Revenue Allocation

Water Services Trust Fund

UNDP

The Youth Agenda

County Pension Fund

2ot7-8

Kshs

zot6-7

Kshs

66,28't,'t'tg

2,OO0,Oo0

1,OOO,OOO

1,OOO,OOO

ITOOOrOOO

3TOOO,OOO

1,2OO,OOO

5,OOO,OOO

1,3OO,OOO

1,OOO,OOO

5,OOO,OOO

7r5OO,OOO

2,927,O24

25O,OOO

2,68o,ooo

1,OOO,OOO

lOO,OOO

5OO,OOO

1,5OO,OOO

5OOTOOO

134,OOO

190,OOO

74,248,475

4,o51,300

250,OOO

Most of the contribution and donations above relates to Devolution Conference and Governors

induction Program.

TOTAL to5ro6zrt43 78,549,775

ll
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THE F|NANC|AL STATEMENTS (Conttnued)

7 TRANSFERS FROM OTHER GOVERNMENTS

detailed matrix is included under appendix lV

8 TRANSFERS FROM MtNtsTRrES, DEPARTMENTS AND AGENCTES

The details of the reconciriation have been incruded under appendix ,r

USE OF GOODS AN D SERVICES

County
6overnments 22o,545,60o

220 6oo
22O,545,600 22O,545,600

Total
1J2,OOO,OOO

132rOOO,OOO ooo1
132,OOO,OOO

132rOOO,OOO 132,OOO,OOO

Eft

5,o29,532S€

462,630TO

ctricity

urity

good and services

4'7o4'914

5t427,.i'41

722,427

5r49zrt6z

t2

Amount
recoghisd

in capital
fund.

Totalgant
lncome

durlngt{re
year

rou-2Or8

KShs

lxameof the -
lrnUtysendtnlg
the grant

Amount
r€cognlzedto
Statementof

Comprehensive
lncome

lGhs

Amount
deferred

under
defened

income
KShs

KShs

_22O,545,600

rorT-rot8 zot6-zotl
1(Shs KShs

Name of the
Enttty sendihg
the grant

Amount
recognlzd to
statement of

Comprehenslve

lncome
t(Shs

Amount
deferred

und€r
deferred

income
KShs

Amount
recoghised

in capital
tund.

Total girant
income

during the
year

2OU-2Oi8

Ministry of
Devolution

KShs KShs l$hs
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10 EMPLOYEE COSTS

11 DEPRECIATION AND AMORTIZATTON EXPENSE

1Z REPAIRS AND MAINTENANCE

6o,zz7't7489,963,8t6
Salaries and S

25,242,16ttoutionscontribcos-satedrelEmployee
SidaImedicaandpensions

6orz>7rt74
costs

15,647,&otipmentPropertY , plant and
15,647rEOl

depreciation amortizationandTotal

7,'t4t,2268,33t,5t9.2t

91719rt83.65

1.381,664.44
Motor Vehicle

Furniture &

and maintenanceTotal

l3

zotT-2o|6 zo16-zot7

KShS KShs

1o4r2971977.4O

2ot6-20UzorT-zot8
Descriptlon

KShsKShs

2or5-1o17zotT-zot8
KShs

2,816,))3

KShS

9'957$59
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THE FINANCIAL STATEME NTS (Continued)

r3 ERAL EXPENSES

t4 AND CASH EqUtvALENTS

I

1

I nenti
Comn 1

Dome
184Foreil n 4.

2

Tra rences and workshops expenses

andUtilities services
su lies seand rvices

travel and subs istence
and subs istence

ing and information supplies &

and services

1O,O14,131 t9,oo8,479

t3z,z55,zg4
H

174,423,O94

6.t,332,442
lnsura

10,12Legal
11,607r39o

12Total 
1

882 5 ,719

account
a 1 2Hand

21 't6
100 ooo16uarantee

oo ooo ooocash and cash
1

l4

NOTES

Descr fptlon

lGhs KShs

services

KShs KShs

Ba
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r5 RECEIPTS/PAY MENTS IN.KIND

NATIO
ARTNERSPNTPMEEVELODFROMN5ADODN. NKI AMOUNTS

TSUPPORFoTYPEORGAN IZATION

34,922,231

ment indevel

isnutioDevolSutome pport
eTh Programntegrated tolutionDevoofnentatiolemthesto impupportdesi gned

cmrnocosocio-eandrnanceodrm goveieve goprovedach

UNDP

7,94o,787

A Program to facilitate capacity building for Counties to

advance the gender equality and women's empowerment

work.Thus,theworkunderthisprojectfocusedonthe
objectives outli ned below;

(a) Building the capacity of CECMs in charge of

Gender

Creating linkages with, and clarifying the role of

the National Government in relation to that of

County Governments in Gender matters and;

Facilitating the participation and involvement of

County Governments in international events

(b)

(c)

Functions at theGendertheofEffective mplementation
LevelCountY

touching on gender
UN Women

5,827,'t76

UNICEF

48169o,t94

Total

d !qPPgILtgY
co C€,nferen

mmitteeCoIth5rd eaHaofnSProvi io

atinrelmattersonrt dtSalrcTof PoupechnSProvi ion) nda aws.olP ESlclonucatiEdildchto Early
u'tyDepCovernorstortoflons sup poProvib)

onrs ductinoGovern
noutievolua DAnnethto 5thrtions ofProvi sup poc)

l5

I

I

and
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ILED ANALysts oF THE CASH AND CASH EquuALENTS

total

r6 DETA

Commercialbank
Commercial bank

account

18011
6

8or
r8 1

1

_ tgz,7gg,4go

Bank

a

total

total

o

ational Bank of

rcialComme bank

1212
Bank
Bank

olo0111

o11

o1

total

total
Cash

10 ooo ooo1

ooo

ooo

zr8 162

t

l6

Account number KShs !(5hs
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

1t PROPERW, PLANT AND EqUIPMENT

Summary of Flxed Asset Movements

Detalls

Cost

As at 1 JulY zotT

Additions

DisPosals

Adiustments

As at 30 June zotS

Net Book Value

As at I July zorT

Depreclatlon
Charge

Net Book Value

Office ComPuters

Furniture

Kshs Kshs

t9,1o1169o

7)),241

6,285,985

Motor
Vehlcles

Kshs

Total

Kshs

40,392,518 67,9O2,293

2,677.8:57

8

Office
Machines

Kshs

lrg2OrOOO

t,944,'t't6

3,864rr16 20,035,931

8
As at 30 June rolS ),864,'tt6 2o,o36,93t

2tio4t,616 1OrO98, 15,647r8or
l11

z17o4r88t ,5)2'8314 190

Council of Governors

17

1,g2o,ooo
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1 Golf Hotel Conference
2, oo

Conference
I oToucA fric na h Safa ris

Safari Park

Local Travel
I 8o
I oTours & Travel

Toursck a nd Travel Local Travel
Local Travel6 1 200Casael lnvestment Office trs oo7Premier Safaris Local Travel

I8 1 1Pride lnn Conference
I ooview HotelS orts Conference

10. oooConvent Hotel Conference
11. oo

Local Travel
12 oo1u lnn

travelrock tours and
M s

M/s

Conference
10 ooTravel ers Bea ch H otel Conference

I1 8 o00Premier Safa ris Local Travel
1Afri,ca Tn uco h Safaris Local Travelt6 8oo1

Local Travel
1

Premier Safa ns
Arsen Media Print

rB. I 8ooeTravel rs lJeac Hoth e Conference
I Premier Safaris Local Travel20. nSafa Pa rk H otel nda sCa nI o Conference

22 oo
21

Conference & Works22 11 oo

County Hotel-SawelaNaivasha

Nation M taed G Lim ited Advertisi Awareness) I The Standard Grou Advertis Awareness
I Media Services AwarenessAdvertisi

oo ooo2 To Limited otoM r Veh eicl M a ceintenan
1

ServicesCa
ooo1Rex Kiosk

ribu lnn

Subsc N az8 I 1uS risen To rsU dAn Safaris Travel Costs
2 2 7Afric Tona such risafa Travel Costso aCed rs Travel T& ourS Limited Travel Costs

65
2'l

I hc and naa nI dustri Se General Office S lies 10n lnternational Su res GeneralOffice Su res 2 outnox Solutions Lim dite Sanitation & Clean
I Touck rS Tr& Lravel td Travel Costs
I ')) oedarsc VCTra I & ouT, Limrs ited Travel Costs

6 1LTDTondwe Africa Crou Travel Costs 80,t8
I AfricaReal Travel Costs 8zoreenG Ba Travel iteLim d Travel costs

5Green B Travel Limited Travel costs
8 ooI Guest HouseS

,ooo1 Acacia Premier Hotel
omAcc odm natio and Meals

coAc datimmo no and eaM ls2. 1 tGrand R lSwiss Hotel omAcc m odation nda sMeal 8oo2

l8

--r'
s/No. sUPPLIER

I crnss AMOUT{T (Kshs)I

3.
I4.

5.

9.

1).
I

15.

't9

26.
27.

32.
33.

34.
3s.

36.
37.

38.

39.
40.



Sosa

51.

ofLaw

Hotel

ers

tdLiUSPIravelTtlverbirdSi

mitedLiKnitwear

ResortBeach5WhitesandrovaSa

Knight Frank Property Management

Pricewaterh ouse

on to Professional

General Office S es

sMealndaodm ationomAcc
ealsMonti anddammoAcco

Caterin Services
SMealndmom odationAcc

DPsclofermTi ReviewEnd

LimitedSca

aribu lnn

Ltd

Travel Costs

tesGeneral Office

Rent outstanding as at

.06.2018

Council
Annual
For the
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ended June 20lE

1g EMPLOYEE BENEFIT OBLIGATIONS

at the end of the Year is as follows:

20 CASH GENERATED FROM OPERATTONS

The entity operates a defined benefit scheme for allfull-time employees from July t' zot8' The

scheme is based on 31 percentage of satary of un 
"mployee 

at the time of retirement' The liability

I

10 00
o

o
1

oo

KShsKShsKShsKShs

onobefitbenCurrent
Non-current benefit

TotalemPloYee benefits
ob

for:
1

1,
lesblnlncrease paya

receivedNon-cash

t5activitiesNet cash flow from

19

Total

OtherPost-
DescriPtion

beneflt
medicalplan

employment Provisions

23,454,839

2a,454,839
24,4541839

before taxfor the
KShsKShs

)5,299805
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21 RE RECE IVABLE/PAYABLE

t
I

22 FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety of financial risks including credit and liquidity risksand +ffects of changes in foreign currency-The company,s w"ru-ri ,irr management programmefocu$es on unpredictability ofihrng", in the busine* unrir*rent and seeks to minimise thepotehtial adverse effect of such riski on its performance uy setting acceptabre revers of risk. Thecom$any does not hedge any risks ,nJ i", in place policiesio ensure that credit is only extendedto cUstomers with an established credit history.

The entity's financiar risk management objectives and poricies are detaired berow:

(i) dredit risk

[e entrtv !"; u1n9t"e to credit risk, which is the risk that a counterparty will be unable topay amounts in fullwhen due' credit risk arises from cash and cash equivalents, and depositsvfith banks' as well as trade anJ- o*,",. receivables ana available-for-sale financialinvestments.

lvlanagement assesses the credit quality of each customer, taking into account its financialptosition' past experience and otl.,", r..io.s. lndividual risk limits are set based on internal or€xternal assessment in accordan." *i1r,. limits set ir' ai" i""agement. The amountsp;esented in the statement of financial position are net of allowances for doubtful

20

Amount hs
1 Bomet Cou Covernment

6I

2 CovernmentB Cou
6I E-Marakwet Government

1lsiolo Count Government
1 6KisiiCou Government

8I 6 Kisumu Coun Government
Kitui Co Government

8 Lamu Co Government
1,

Marsabit Coun Government
28o Meru Co 6overnment

88
1'l

8o1

Mombasa Cou

Nakuru Government

Government

10 2N rra Covernment
1 t6

GovernmentCou

Samburu Co

r6 si 6overnment
11

Taita-Taveta Co Government
1 171

6overnmentTana River Cou

CovernmentTurkana Cou
88

Government
1

1 Co Government
88

Tota!
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by the comPanY's management based on prior exPerience and their
receivabl es, estimated

2)

TheCouncilhasnocreditriskexPosureasattheendofthefinancialperiod.

RELATED PARTY BALANCE

Nature of related party relationships

Entities and other parties related to the entity include those pa.rties who have ability to exercise

control or exercise significant influence ou"i itt operating and financial decisions'

Government of KenYa (Continued)

i) State DePartment of Devolution

ii) CountY Governments

iii) KeY management;

24 DIVIDENDS/SURPLUSREMISSION

The carrying amount of financial assets recorded in the financial statements representing

theentity,s,na,imu,.n-exPosuretocreditriskwithouttakingaccountofthevalueofany
collateraiobtained is made up as follows:

ln accordance with Section ztg (z) of the Public Financial Management Act regulations'

regulatory entities snaltiemit inio'consolidated Fund, ninety per centum of its surplus funds

reported in the audited financial statements after the end of each financial year' The entity did

notmakeanysurplusduringtheyear(FYzorT/8Nil)andhencenoremittancetothe

assessment of the current economic environment'

I

Bank balances

I
29)307'4)229),.307A32Total
388,t9t,565388,t9t,565_Bank balances
388,t9t,555Total

GovernmentthefromGrants

ooo
6overnmentonaNatifrom6rants

GovernmentGrants from ,|

GrantsoreitF&DomesticfromedsProce o
Donations in kind

52,OO9,OOO25,0oo,oooution (KenYa SYmbiocitYof DevolGrants from Ministry

Total

Consolidated Fund.

2t

297,307,432 293307A32

Kshs
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ncil does not generate its own source revenue, hence did not remit income tax during

AFTER THE REPORTING PERIOD
no materiar adjusting and non- adjusting events after the reporting period.

lstatements are presented in Kenya Shillings (Kshs).

22
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APPENDIXT:PROGRESSONFOLLOWUPOFAUDITORRECOMMENDATIONS

The following is the summary of issues.raised by the externa.l auditor' and management comments

that were provided to the uuditor. We have nominated focal persons to resolve the various issues as

shown below with the associated time frame within which we expect the issues to be resolved'

Bank
Guarantee

The bank guarantee

number TFBG/r 5/oo9o was

issued on account Council

of Covernors bY

Cooperative Bank of

Kenya to Toyota KenYa

effective from loth

February zot5 and exPiry

on 31tt January 2016'

However, the Council has

The Council did aPProve

the creation of staff loan

fund through a Council of

Governors resolution'
ltao attached

minutes).This was a

mandate to imProve the

welfare of
they could not access the

Government negotiated

loan. The Council

secretariat had negotiated

with the lending Bank for

the staff since Manageme

Manageme
nt

Resolved

since renewed the

guarantee since it has

been receiving the

services and will continue

to receive services from
Toyota KenYa on credit'
(See attached renewal

contract agreement)

2,
Staff Loan

Fund
nt

the rePaYment Period of
the mortgage to be based

on the emPloYee
rs of service

I

I

I

l
remalnl

Z)

1.

Reference
No. on the
extemal

audh RePort

lssue /
Observation
s from
Auditor

Focal Point
person to

resolve the
lssue

Status:
(Ruolvedl

Not
Resotued)

(Put a date
whenyou
expect the
issue to be

Management comments
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3.

4

see clause 10 of the
agreement between CoG
and KCB bank.

Transfer
from
Government
Entities

Compensati
on of
Employees

Legal
Expenses

Manageme
nt

We acknowledge that
some Counties have not
been remitting their
quarterly rent obligation
to the Secretariat.
However, the Council is
consistently making effort
to following up with the
respective Counties who

The lntergovernmental
Relations Act 2012 at
section 20 (b) provides
that the Council is a forum
lor 'sharing of information
on the performance of the
counties in the execution
of their functions with the
objective of learning and
promotion of best practice,
and where necessary
initiating preventive or
corrective action'. The
Council institutes courts
matters or defends court
cases in line with this
mandate and to ensure
that the principles and the
objects of devolution as
enshrined in the i

have outstanding arears.

that the I I fees aid in

The Council
of
Governors,
Manageme
nt

Manageme
nt

The structure of the
Secretariat was approved
by the Council. Further,
the Council sort advice
from Salaries and
Remuneration.

Constitution are
protected. Please note

I

5

24

Referencf
rxo. on thf
externall

audlt RepJrt

lssue /
Observatlon
s from
Audttor

FocalPoint
person to

resolve the
issue

Status:
(Raolved/

ilot
Resolvd)

Tlmeframe:
(Put a date
whenyou
expectthe
issue to be

Management comments
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The council did Procure
the services of helicoPter
and charter through
competitive bidding as

per the provisions in the
Public procurement Asset
and sal Act.

Manageme
nt

the financial year under
review are for ongoing
cases contracted in the
previous financial Years.

Domestic
Travel &
Subsistence

6.

l

I

I

25

Reference lssue/
No. on ttre Observatlon
external sfrom

audlt Report Auditor

Focal Polnt
person to

resolve the
issue

Status:
(Rulved I

Not
Rerclved)

fimeframe:
(Puta date
wlenyou
expect the
issue to be

Management comments
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IMPLEMENTED BY THE ENTITY

by the State Corporation/ SACA Funded by development partners

completion

status of project completion at the end of each quarter, ie total costs incurred, stage
is etc)

INTER.ENTIry TRANSFERS

Head of Accounting Unit
State Department of Devolution

r Kenya
Symbiocity
Programmr

5111O060 Sida 4 Years 378,7So,ooo Yes Yes

2

1

biocity
378,5o,ooo 70,328,tO8 1g% 378,5O,OOO 7o3z8,to8 SidaKe

Sy

Pr,

txI

{Tt'E Y NAME:
I rea down of Transfers from the State Department of Devolution

r8

a rent 6rants
I Bank Statement

Date
Amount (rshs) lndicate the FY_to which

the-amountrelate
ttloglzol7 z6,75orooo zotllS
'rolt'rlzotT z6,75o,ooo zor7l8

I zglo'tlzol1 z6,75o,ooo zot718
I tglo4lzol8 z6,750,ooo 201718

I 07lo5l2o18 25,OOO,OOO 201718

I Total l32rOOOrOOO

Sign

entity

26

Sign--------

Council of

Status of

(Summarise

Finance
Councilof

Donor Separatedonor
commltment t repoldng

: requhedssper
the donor

i agrecmeflt

Consolldated
ln ttrese
flnandal
statements
(ves/tto)

Prolect title Donor

(Yes/No)

Proiect
Number

Period/
duratlon

To:al
project
Co:st

Pr{iect Total
expended
to date

Completlon
Z todate

Budget Actual Sources
of funds

F{ 17

Recur
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co
DE COUNTY

INTERGONERN
MENTAL

CONTRIBUTIO
N

LIAISON

OFFICE

RENT

DEVOLUTION
CONFERENCE

SUPPORT

ol
Mombasa County Covernment

4,t22.,966 2TOOOTOOO

o2
Kwale County Government

2,OOO,OOO

ol Kilifi County Covernment 2TOOOTOOO

o4
Tana River County Government

2,291,3O4 2,OOOTOOO

o5
Lamu County Covernment t,t45,652

o6
Taita-Taveta County Government

z,z4o,55B 2,OOO,OOO

o7 Garissa County Covernment 2,OOO,OOO

o8
Waiir County 6overnment

3,125,OOO.OO 5,21O,924 2TOOO,OOO

o9
Mandera County 6overnment

1,JOO,OOO,OO 2,767,8l8 2TOOOTOOO

10
Marsabit County Covernment

2,589,845.75 2,64o,95o 2,OOOTOOO

11 lsiolo Count Covernment 2,75O,OOO.OO o.oo 2,OOO,OOO

12 Meru County 6overnment 3'527,422 2,OOO,OOO

13 Tharaka Nithi County Government 2,291,3O4 2,OOO,OOO

14 Embu County Government 2,OOOTOOO

15 Kltul County Government ,,125,OOO.OO 2TOOOTOOO

t6 Machakos County Covernment 2TOOOTOOO

17 Makueni County Government 5,0oo,ooo.oo 1,145,652 2,OOO,OOO 8,i45,652

r8 Nyandarua County Covernment 3,'l25,OOO.0O o.oo 2,OOO,OOO

19 Nyeri Ciounty 6overnment 3,611,218 2,OOO,OOO

20 Kirinyaga County Government 7,929,021 2,OOO,OOO

21 Murangra County Covernment 2,OOOTOOO

22 Kiambu County Government 2,OOO,OOO

27 Turkana County Government 3,923,943.OO 5,7t4,846 2,OOO,OOO (J

24 West Pokot County Government 5,OOO,OOO.OO o.oo 2,OOO,OOO

25 Samburu County 6overnment >,645,55o 2,OOO,OOO

z6 Trans-Nzoia County Covernment 2,Ooo,ooo UUU

)1 Uasin Cishu County 6overnment 2TOOOTOOO

z8
Elgeyo Marakwet County
Government 1,693,1o5

29 Nandi County Covernment 2)91,304 2,000,000

3o Baringo County Covernment 2,89o,771 2,000,000 o9U,/ t

]1 Laikipia County Government o.oo 2TOOO,OOO uuuruL

32 Nakuru County Covernment 3,t64,7't9 2TOOOTOOO

)) Narok County Covernment 2,687,576 2TOOO,OOO

APPENDIX IV: RECORDINC OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

CONTRIBUTIONS FROM COUNTY GOVERNMENTS

TOTAL I
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(r34 Kajiado rnty Covernment 2,OOOTOOO 2TOOO,OOO
35 Kericho unty Government 8,ooo,ooo.oo 3,4't't,583 2rOOO,0OO 1 B
t6 Bomet nty 6overnment 5,655,O79 2,OOO,OOO
37 Kakame lsqnty Government 5,625,OOO.OO o.oo 2,OOOTOOO 7,625,ooot8 Vihiga C Government 2,877,467.oo 1,745,119 2,OOO,OOO 6,622,586

39
Bungoma unty Government

1,7't8,478 2,OOO,OOO 3,7t8,478
un'

1o
Busia Cc Covernment

2,OOO,OOO 2,0oo,ooo

41
Siaya Coun 6overnment

1,7 45,119 2,OOOTOOO 3,745,119

42
Ki:;umu Cor nty Government

2,317,945 2,OOO,OOO

43
Homa-Bay ounty Government

2,OOO,OOO 2rOOO,0OO

44
MigoriCou ty Government

2'317,945 2,OOO,OOO 17

45
Kisii County Government

3,4873',t2 2TOOOTOOO

,ot
46

Nyamira r rnty Covernment
't,693,'to5 2TOOO,OOO 3,693,to5

47 NairobiC Iv 2,OOOTOOO 2,OOOTOOO
TOTALS 45,599.492.75 84,946,1o2 9OTOOOTOOO zzo154516oo
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