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l. Kcy Entity Information and Managcmcnt

a) llackground information

Articlc 207 ol thc Constitution oIKcnya providcs for thc establishmenl of thc County I{cvenuc

Fund into which shall bc paid all moncy raiscd or rcceivcd by or on bchalf of thc County

(iovcrnmcnt.

b) Kcy Managcmcnt

'l'hc County Itcvcnuc liunds day-to-day managcmcnt is under the following key organs:

- CIiCM Financc and liconomic planning

- (l.O Irinancc and Ilconomic Planning

- I Icad of County 'l'rcasury (Accounting)

c) F'iduciaryManagcmcnt
'l'hc kcy managcmcnt pcrsonncl who hcld olllcc during thc financial ycar cndcd 30thJunc2022

and who had dircct liduciary rcsponsibility wcrc:

No I)csignation Namc

I

2

CIiCM liinancc and liconomic Planning - Allan Iisabwa Igambi

Accounting Olllccr in chargc ol'liinancc - Mohammcd Abdi Sahal

- Martha WambuguJ I Icad of County 'l'rcasury (Accounting)

d) F-iduciary Ovcrsight Arrangcmcnts
'l'hc Nairobi City County Asscmbly Iludgct and Appropriations Committcc and Public Accounts

Commitlcc providc ovcrsight on County Financial Managcmcnt. 'fhc lludgct and Appropriations

committcc ovcrsccs and monitors budgct prcparation and implcmcntation whilc the I'}ublic

Accounts Cornmittcc rcvicws all rcports of thc Auditor-gcncral in mattcrs rclatcd to thc

managcmcnt ol'linanccs. 'l'hc County has an cstablishcd audit committcc which strengthens thc

indcpcndcncc and thc proccsscs around intcrnal auditing.

'l'hc Controllcr ol budgct providcs ovcrsight in thc cxccution of budgct of thc county. 'l'his cnsurcs

compliancc with thc lcgal provisions and cnsuring financial disciplinc in thc cxccution of budgct.



I;inancial
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1'he county quarlcrly financial rcports that gavc thc status of budgct implcmcnlation on

quarterly basis.

Office of thc Gcneral continucs to olfcr oversight through conduct of annual audits

compnslng audit and I'inancial statcmcnts audit. 't'hc Auditor (icncral prcparcs rcport

includcs aimcd at improving compliancc with lcgal provision and cnsuring

service delivery

'l'he Scnatc to offcr ovcrsight on thc County. 'l'hc scnatc rcccivcs thc Auditcd Annual

of the county and through its Public Accounts committcc sccks cxplanation

on the issucs rai in thc rcport.

ii
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c) County Exccutivc Ilcadquartcrs

I'>.O. Ilox 30037 -01000,

City I Iall Iluilding,

Cily I lall Way,

NAIIIOBI, KI.I,NYA

f) County Exccutivc Contacts
'l'clcphonc: (254) 20 224281, (254) 20 2216151

I r-mai I : inlb(gr)nairobi. go.kc

Wcbsitc : www. nairobi. go.kc

g) County Exccutive Ilankcrs

1. Ccntral Ilank of Kcnya

IIailc Sclassic Avcnuc

I).O. Ilox 60000

City Scluarc 00200

NAII{OI]I, KIiNYA

2. Other Commcrcial llanks

(i) I:cluity Ilank,

I:quity Ccntrc Ilranch,

I'}.O llox 75104-00200,

NAIROIII, KI,I,NYA

(ii) National Ilank,

Kcnyatta Avcnuc Ilranch,

P.O Ilox 30645 -00100,

NAIIIOI}I, KI.]NYA.

(iii) Kcnya Commcrcial Ilank

Moi Avcnuc lJranch

l'.O llox 30081 - 00100

NAIt{Ot}I, KI,INYA
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2. Statcmcnt by thc CECM Finance and Economic l'lanning
'l'hc llnancial statcmcnts havc bccn prcparcd pursuant to scction 165 of thc PliMA, 2012, a
rcquircmcnt that thc county has consistcntly obligcd to sincc the onsct of dcvolution. 'l'he I{cports
and linancial Stalcmcnts {br thc ycar havc bccn prcpared in accordancc with IPSAS cash basis as

rccommcndcd by thc l)ublic Scctor Accounling Standards lloard. 'l'hcsc financial statemcnts arc lbr
thc 12 months' pcriod cndcd 30th Junc, 2022. Othcr than being a conformation to rcgulatory
rccluircmcnts, thcsc statcmcnts providc thc county an opportunity lor sclf-asscssmcnt in all financial
matlcrs, as a proccss ol'lcarning and continuous improvement in managcmcnt of public rcsourccs.

'l'hc Kenya Revenue Authority (KRA) under Gazette Notice no. l609.of February 25, was designated

as the principal agent for overall collection of revenue in Nairobi County. It was given full access to

county revenue processes, infbrmation, data and systems. This was meant to enhance increased own-

soLlrce revenue.

'l'hc county rcmains commiltcd, and continuously pursues thc lulfilment of thc fiscal rcsponsibility

principlcs as spccilicd in law. In mobilization of rcsourccs, thc county mct 71.19% (Ksh.28.21 l])
ol'thc approvcd rcvcnuc targct of Ksh. 39.63 I], constitutcd by cxchcqucr relcasc amounting to Ksh.

19.25 llillion, and Ksh. ti.96 Ilillion liom own sourcc rcvcnuc(OSR). OSR saw a 7.75% declinc

Iiom thc Ksh.9.7 I] collcctcd in thc prcvious linancial ycar20201202l, mccting 45.68% of thc sct

annual 1argc1.

lteven rre F l uctuat iotts 20 1 9 12020 to 202 1 1 2022

20,000,000,000

1s,000,000,000

10,000,000,000

5,000,000,000
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Exchequer releases County Own

Generated Receipts

t2,726,L36,963 8,8L9,040,246

19,500,070,51r 9,7rr,076,181,

19,249,677,4r4 8,958,551,070

Itevenuc Type

.20t912020 \2020/2021 N 2021-2022

Iixchcqucr rclcasc constitutcd thc largcr portion of total county rcvcnuc actualized al 68.24oh, whilc

own sourcc rcvcnuc accountcd for 3l.76Yo
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County Revenue Sources
Ixchequer

releases
68%

Ileturncd Cl{F
County Own

Generated
Rece ipts

32%

. Exchequer releases . County Own Generated Receipts " Returned CRF issues

'l'hc county transfcrrcd Kshs. 11,847 ,31 1,056 to Nairobi Mctropolitan Scrviccs (NMS) and Ksh

1,302,938,136 to Nairobi City County Asscmbly lrom County I{cvcnuc liund during thc Financi

year. 'l'he county rcmains committcd to cnsuring propcr accountability ol rcvcnuc both from

exchequer, own sourcc rcvenucs and othcr sourccs of rcvcnuc. 'l'hc county will continuc to

mobilizc Own sourcc revcnues to cnsurc thcy arc adcquatc rcsourccs to mcct county programs.

Charlcs K. Kerich

CECM - Financc and Economic Planning

I lSSueS

)0%
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3. Managcmcnt Discussion and Analysis
'l'hc cquitablc sharc lor thc financial ycar 2020-2021 grcw by Ksh 3.5I] aftcr thc rcvision of
litrmula on sharcablc rcvcnucs among thc county govcrnmcnts lrom Ksh 15.91] to Ksh 19.51].

Clounty Own Sourcc rcvcnucs havc bccn undcrpcrlbrming against thc budget ovcr thc last thrcc
ycars and thc County Govcrnmcnt is conccrned about this trend. Strategics to improvc on this
situation arc bcing implcmcntcd currcntly.

'l'hc tablc bclow shows thc budgcts and Actuals ol'l')xchcclucr rclcascs and Own sourcc rcvcnucs tn
thc past thrcc ycars

'l ransI'crs
Iiorn Othcr
( iovcrn mcnt
lint itics
I)rocccds
Iiom
I)omostic
and l"orcign
Grants
llcl u rnctl
('l{lr issucs
('ountl Orvn
( ie ncnrtcrl
Iiccc i pts
'l'otals 39.627.536.000

4. Statement of Managemcnt Ilcsponsibility

Articlc 207 ol'thc Constitution, Scctions 109 and 167 of thc I'ublic Financc Managcmcnl Acl,2012
rcquircs a County Itcvcnuc Fund cstablishcd by thc Constitution, an Act of Parliamcnt or county

lcgislation shall prcparc I-rnancial statcmonts for thc Fund lbr cach financial ycar in a lorm prcscribcd

by thc Public Scctor Accounting Standards lloard and submit to thc Auditor Gcncral and a copy to

thc Commission on Itcvcnuc Allocation and thc Controllcr of Iludgct.

'l'hc Accounting Olficcr ol thc County (iovcrnmcnt is rcsponsiblc fior the prcparation and

prcscnlation of thc County Rcvcnuc Irund llnancial statcmcnts, which give a truc and fair vicw of
thc statc of allairs o1- thc l;und as at thc cnd of thc financial ycar cndcd on Junc 30,2022.'l'his
rcsponsibility includcs: (i)Maintaining adcquatc Ilnancial managcmcnt arrangcmcnls and cnsuring

that thcsc continuc to bc cllbctivc throughout thc rcporting pcriod; (ii)Maintaining propcr accounling

rcc<lrds, which disclosc with rcasonable accuracy at any timc thc llnancial position of the County

I{cvcnuc [und; (iii) I)csigning, implcmcnting and maintaining intcrnal controls rclcvant to thc

prcparation and lair prcscntation of thc lrinancial Statcmcnts, and cnsuring that they arc frcc from

19.610.744.671

F inal Ilutlgct

202t-21122

llxchcqucr
I{cleases

l9.250.000.000

Actuals Final Budget Actuals Final Iludget Actuals

2021-2022 2021t-21t2t 2020-2021 2019-21t2$ 2019-2020

t9,249,677.414 19.500.070.512 19.500,070.51 I 15.919.950.000 12.4t9.252.740

t.027.534.933 947.167.125 495,2',70.781

166.79t.329

600.000.000

t1t2.'730.217 74,527,819 2t7.697.898 227,460.972

1,442,555 7l 1.8{t8,103 r68,03 r,327 2.74t.050.231
I

2.580,279,980

8,958.55 t,070 16.459.51 l. 170

37,88 l,734,935

9.711.076.181 17.155.525.634 8,819,040,246

28,209,67 t,039 29,4s3,70s,838 36.9tt l.J90,tttttt 24,541,304,719
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material misstatemcnts, whethcr duc to crror or fraud; (iv)Safcguarding thc asscts ol'the County

Iixccutive; (v)Selecting and applying appropriatc accounting policics; and (iv)Making accounting

cstimatcs that arc rcasonable in thc circumstanccs.

'l'hc Accounting Officcr accepts rcsponsibility lbr thc County Itcvcnuc I;und's llnancial statcmcnts,

which have bccn prcparcd on thc Cash llasis Mcthod of lrnancial rcporting, using approprialc

accounting policics in accordancc with Intcrnational I'ublic Scctor Accounting Standards (ll'}Sn S).
'l-hc Accounting Ofliccr is of thc opinion thatthc County I{cvcnuc liund's financial statcmcnts givc

a truc and fair vicw of thc statc of thc County I{cvcnuc Iiund's transactions during thc llnancial ycar

cndcd Junc 30, 2022, and of its llnancial position as a1 that datc.

'l'hc Accounting Officcr furthcr confirms thc complctcncss of thc accounting rccords maintaincd lbr

thc County Itevcnuc liund which havc bccn rclicd upon in thc prcparation of its financial statcmcnts

as wcll as thc adcquacy of thc systcms ol'intcrnal financial control.'l'hc Accounting Olliccr conlirms

that thc Counly Rcvcnuc l.'und has complicd fully with applicablc (iovcrnmcnt l{cgulations and thc

tcrms o1'cxtcrnal linancing covcnant. liurthcr, Accclunting Officcr confirrns lhal thc County l{cvcnuc

Iiund's l;inancial Stalcmcnts have bccn prcparcd in a lbrm that complics with rclcvant Accounting

Standards prcscribed by thc Public Scctor Accounting Slandards Iloard ol- Kcnya.

Approval of the Financial Statements

'l'hc County Itcvcnuc liund's financial statcmcnts worc approvcd and signcd on 22"'t Decemher
2022.

Signaturc
Name: J, Murigi (iathiaka
Ag. Chicf Officcr - l'inancc and Economic I'lanning
County (iovcrnmcnt of Nairobi City.

vilt
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5. Ovcrvicw of the County ltcvcnuc F'und Opcrations

Ilackground

Articlc 207 of thc Constitution of Kcnya providcs lbr thc cstablishmcnt of a County Revenuc

Iiund into which shall bc paid all moncy raiscd or rcccived by or on bchalf of the County
(iovcrnmcnt. As outlincd undcr Scction 109 otthc I'ublic l;inancc Managcmcnt (l'ltM) Act,

2012 thc County 'l'rcasury is rcsponsible for administration of the County Rcvcnue Fund. 'l'hc

County l{cvcnuc liund is maintaincd as thc County Iixchcqucr Account at thc Ccntral Ilank of
Kcnya.

llcccipts into thc County Ilcvcnuc F'und

County (lovornmcnt rcvcnuc is rcccivcd through appointcd County Itcccivcr of Rcvenuc by

thc County I,lxccutivc Committcc Mcmbcr lbr financc to thc County 'l'rcasury pursuant to

Scction I 57 ( I ) of thc PFM Act 2012. Othcr rcccipt includcs Ilxchcqucr rclcascs, grants from

dcvclopmcnt partncrs, procccds liom domcstic and forcign borrowings, and othcr

misccllancous dcposits in thc County I{cvcnuc Irund Account.

'l'ransl'crs from thc County I{cvcnuc Fund

'l'hc withdrawal of lunds lrom thc County Rcvcnuc Fund is authorizcd by the County

Appropriation Act. 'l'hc County 'l'rcasury is rcquircd to scek thc Controllcr ol lludgct's

approval lbr withdrawal of funds liom thc County l{cvenuc Irund to thc County lixecutive and

County Asscmbly bank accounts. 'l'hcsc cntitics arc rcsponsible for the administration of thcir

rcspcctivc approvcd budgcts.

l'inancial llcporting rcquiremcnts

'l'hc Accounting Olficcr lor thc County Itcvcnuc lund is rcquircd to prcparc and submit thc

Ilnancial statcmcnts to thc Auditor-(icncral and a copy to thc Controllcr of lludgct, and thc

Commission on ltcvcnuc Allocation.

'l'his statcmcnt thcrclbre covcrs thc opcrations o[ thc County Iixchcquer Account for thc

financial ycar cndcd 30tl'Junc 2022.

Namc: OS cph Murigi Gathiaka
Ag. Chicf Officcr - F'inancc and Economic Planning

ix
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REPUBLIC OF KENYA

OFFlCE OF THE AUDITOR-GENERAL

Enhancing Accountabi lity

H

Anniversary
Monrovia

P.O. Box 3oo84-o
NAI

DIroR-GENERAL ON COUNTY REVENUE FUND (CRF) FOR
ERNMENT OF NAIRO BI CITY FOR THE YEAR ENDED

PREAMBLE

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

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have
(cRF)

Report ofthe A

audited the accompanying
forthe County Government of

financial statements of the County Revenue Fu
Nairobi City set out on pages 1 to 10, which co

year ended 30 lune] 2022
on County Revenue Fund (CRF) for the County Government of Nairobi City for



of the statement of receipts and payments for the year ended 30 June, 2022, the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial performance for the County Revenue Fund (CRF) for the County Government
of Nairobi City for the year ended 30 June, 2022, in accordance with lnternational Public
Sector Accounting Standards (Cash Basis) and do not comply with the Public Finance
Management Act, 2012.

Basis for Adverse Opinion

1. lnconsistencies in Revenue Collected

The statement of receipts and payments reflects total receipts of Kshs.28,209,671,039
while the Nairobi City County Revenue Fund bank statement reflects receipts totalling to
Kshs.28,022,892,566, resulting to an unreconciled variance of Kshs.186,778,473.
Further, the statements reflect own generated revenue amount of Kshs.8,958,551,070.
However, review of records provided by the Revenue Department of the County revealed
that the County collected own generated revenue amount of Kshs.8,972,609,800,
resulting to an unreconciled variance of Kshs.14,058,730.

ln the circumstances, the accuracy of the total receipts amount of Kshs.28,209,671,039
reflected in the statement of receipts and payments could not be ascertained.

2. Unremitted Revenue

The statement of receipts and payments and as disclosed in Note 4 to the financial
statements reflects own generated revenue total amount of Kshs.8,958,551,070.
Examination of records provided revealed that this amount excluded Kshs.265,864,886
(2021 - Kshs.501,849,628.73) collected by the Nairobi City County Alcoholic Drinks and
Licensing Board, contrary to Regulation 80 of the Public Finance Management (County
Governments) Regulations, 2015 which states that the receipts comprise revenue of the
County Government and ought to have been remitted to the County Revenue Fund (CRF)
and disclosed in the financial statements.

ln the circumstances, the accuracy and completeness of own generated revenue amount
of Kshs.8,958,551,070 could not be confirmed.

3. Unsupported Receipts

The statement of receipts and payments reflects own source revenue of
Kshs.8,958,551,070 which was a decline from previous year collection of
Kshs.9,711,076,181,resultingtounexplainedreductionofKshs.752,525,111. lnaddition,
the records provided for audit revealed that the own generated revenue is collected

Report of the Auditor-General on County Revenue Fund (CRF)for the County Government of Nairobi Cityfor the
year ended 30 June, 2022
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through three platforms which channel their collections to County Revenue Fund. These
platforms are not integrated. Two platforms, Nairobi Revenue Sure (NRS) and Local
Authorities lntegrated Financial Operations Management System (LAIFORMS) are
controlled by the Nairobi City County Executive while Kenya Revenue Sure is controlled
by Nairobi Metropolitan Services (NMS). lt was also noted that no reconciliation was
carried out for the revenue which was remitted by the institutions to the CRF account
against what was actually collected. ln addition, the revenue amount collected was not
confirmed by the Kenya Revenue Authority, National Bank of Kenya, Cooperative Bank
and Equity Bank.

Further, the statement reflects comparative total receipts amount of Kshs.29,553,905,838
which includes County own generated revenue amounting to Kshs.9,711,076,181 which
comprised of Kshs.7,469,415,819 collected through the Local Authorities lntegrated
Financial Operations Management System (LAIFOMS) and Kshs.2,241,660,362
collected through a revenue account held at the National Bank of Kenya. However,
schedules in support of the receipts collected through the National Bank were not
provided for audit review. Further, review of the National Bank of Kenya Bank statements
revealed that an amount of Kshs.3,814,038,549 in revenue was collected through the
bank resulting to a variance of Kshs.1,572,378,187 which was not reconciled. Similarly,
the comparative balance includes other grants amount of Kshs.74,527,819 which, as
disclosed in Note 3 to the financial statements included an amount of Kshs.16,009,894
from Youth Polytechnic Support grant which was not explained or supported.

ln the circumstances, the accuracy and completeness of the County own generated
receipts and other grants could not be confirmed.

4. Unsupported Fund Balance

The statement of receipts and payments and Note 9 to the financial statements reflects 0
fund balance of Kshs.1,272,610,648 held at a local bank. This differs with the balance of
Kshs.1,926,115,791 reflected in the related bank statement, resulting to an unreconciled
variance of Kshs.653,505,143. Further, the bank certificates, bank reconciliatioh
statements, and cash books in support of the Fund balance were not provided for audit
review.

ln the circumstances, the accuracy of the fund balance of Kshs.1,272,610,648, could not
be ascertained.

5. Return to CRF lssues

The statement of receipts and payments and Note 5 to the financial statements reflects
return to CRF issues amount of Kshs.1,442,555 which includes an amount of
Kshs.1,174,252 received from the Development Account. However, examination rof

records provided revealed that the development bank account as at 1 July, 2022 had a
balance of Kshs.298,456,294 which is at variance with returned CRF issues of
Kshs.1,174,252, resulting to an unexplained and unreconciled variance of
Kshs.297,282,042.

Report of the Auditor-General on County Revenue Fund (CRF)for the County Government of Nairobi Cityfor the
year ended 30 June, 2022
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ln the circumstances, it was not possible to confirm the accuracy and completeness of
the Fund balance of Kshs.1 ,272,610,648, reflected in the financial statements.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the County Revenue Fund (CRF) forthe County
Government of Nairobi City Management in accordance with ISSAI 130 on Code of
Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audit of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my adverse opinion.

Key Audit Matters

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

Emphasis of Matter

Gaps in the Revenue Collection Platforms

The statement of receipts and payments reflects total receipts of Kshs.28,209,671,039
for the year under review. Examination of records provided for audit revealed that a deed
of transfer of functions between the National Government and the Nairobi City County
Government, was executed and signed between the two parties, as per the gazette notice
No.1609 of 25 February, 2020. According to the deed of transfer described above, the
responsibility for collecting and remitting all revenue accruing from the transferred
functions, was transferred to the National Government. The National Government
appointed the Kenya Revenue Authority (KRA) as the principal agent for overall revenue
collection. The KRA used its local bank account to collect the revenue in line with the
deed of transfer of the functions.

The Nairobi City County Executive has three platforms which remit the collections from
three banks as highlighted below;

i. Local Authorities lntegrated Financial Operations Management System
(LAIFORMS) which was developed by the defunct Nairobi City Council, which is
linked to Cooperative Bank and used for cash payments to banks in the Nairobi
City County offices.

ii. Revenue Sure Platform (RSP) which was developed by National Bank of Kenya.
This platform uses USSD Code "235# and is linked to the National Bank of Kenya
account.

iii. Nairobi Revenue Sure (NRS) developed by the KRA and which collects revenue
for functions transferred to Nairobi Metropolitan Services (NMS). The payment
platform uses USSD Code *647# which was linked to Equity Bank.
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However, although the three platforms channeled their collections to the County Revenue
Fund, the platforms were not integrated but run parallel. Two platforms, RSP and
LAIFORMS were controlled by the Nairobi City County Executive while NRS is controlled
by the NMS. ln addition, there was no reconciliation between the revenue which was
remitted by the Management to the County Revenue Fund (CRF) account and the amount
which was actually collected. Further, the Management did not have a legalframework to
guide the collection of revenue.

ln view of the gaps in revenue collection described above, it was not possible to confirm
the accuracy and completeness of the total revenue of Kshs.28,209,671,039 reflected in
the financial statements.

Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis totalling to Kshs.39,627,536,000 and
Kshs.28,209,671,039 respectively, resulting to an under-collection of
Kshs.11,417,864,961 or 29o/o of the budget. Further, included in the budgeted receipts
totalamount of Kshs.39,627,536,000 is Kshs.19,610,744,671in respect of own generated
revenue out of which only Kshs.8,958,551,070 was realized, resulting to a short fall of
Kshs.10,652,193,601 or 53o/o of the budgeted receipts.

The under collection affected planned activities and may have impacted negatively on
service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion section of my report, based on the
audit procedures performed, I confirm that public resources have not been applied
laMully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and approprialte
to provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion section of my report, based on
the audit procedures performed, I confirm that, internal controls, risk management and
overall governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and those Gharged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal controls as lvlanagement 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 controls, risk management and overall governance.

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

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act,2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.
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Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in

accordance with the provisions of Section 7(1)(a) of the PubticAuditAct, 2015, and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in

which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
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a

a

fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
t am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to continue
to sustain its services.

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

a

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

a Perform such other procedures as I consider necessary in the circumstances.

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

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

31 January,2023
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County Government of Nairobi City.
County Revenue Fund
Revised Annual Report and Financial Statements for the financial year ended 30tl'June
2022

7. Statcment of llcccipts and Payments Statcmcnt for thc ycar cndcd 30th Junc 12022.

llccci

202y22 2020t21

Notcs Kshs. Kshs.

I:xchcqucr rclcascs I 19,249,677,414 19,500,070,51 I
'l'ransfcrs liom othcr govcrnmcnt agcncics 2 100,200,000

Othcr grants 3 74,527,819

Own Sourcc Itcvcnuc
Ilcturn to CI{li issucs

4 8,958,551,070 9,711,07 6,181

5 1,442,555 168,031,327
'I'otal Ileceipts 28,209,671,039 29,553,905,838

Paymcnts
'I'ranslcrs to County l]xecutive 6 13,787,855,816 77,953,721,122

l'ransfcrs to County Asscmbly 7 1,302,938,136 1,822,585,635
'l'ransfcrs to Nairobi Mctropolitan Scrviccs
(NMS)

,l_0ta!_Bymgqtl
Nct incrcase (decrcasc) * .u.1, fn.G"l"ut

tt ll,g47 ,31 1,056 10,080,865,859

26,938,105,008 29,857,172,616

1,271,566,031 (303,266,778)

Add Opcning fund balancc b/f 9 1,044,617 304,311,395

Closing I'und balance for thc pcriod 9 1,272,610,648 1,044,617

Namc: .Ioscph Murigi Gathiaka

Chicf Officcr - Financc

ICPAK Membcr No: 4503

Date: 22"'t l)ecemher, 2022

Namc: l'atrick Wanjohi Gitahi

I)ircctor Accounting Services

ICI'AK Member No: 7283

Date: 22"'t December, 2022
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8. Statement of Comparison of Budget Actual Amounts for the year ended 30th June, 2022.

Receipt/Payments Original Budget Adjustments Final Budget Actual on
Comparable

Basis

Budget
Realisation
Difference

oh of
Realisation

a b c=a*b d e=c-d f=dlc'/"
Receipts Kshs. Kshs Kshs Kshs. Kshs.

Exchequer
Releases

19,250,000,000 19,250,000,000 19,249,677,414 322,586 100%

WORLD BANK-
THS

87,492,017 87,492,077 87,492.017 0%

DANIDA-UHC 35,272,875 35,272,875 35,272,875 0%

ASDSPII 36,639,733 36,639,733 36,639,733 0%

LNFPA 7,386,704 7,386,704 7,386,704 0%

Returned CRF
lSSUCS

600,000,000 600,000,000 1,442,555 598,557,445 0%

County Own
Generated
Receipts

19,610,744,671 19,610,744,671 8,958,551,070 10,652,193,601 46%

TOTAL 39,627,536,000 39,627,536,000 28,209,,671,039 Lt,417,,864,961 7lo

Payments

Transfers to
County Executive

16,187,553,333 2,579,583,590 18,767 ,136,913 13,787,855,816 4,979,281.097 73%
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Transfers to
County Assembly

3,051.872.087 ( I .4s3.000.000) 1.598.872,087 1,302.938,136 295.933.951 81%

Transfers to
Nairobi
Metropolitan
Services (NMS)

20,138.110.580 ( 1,126,583.5 80) 19,01 I ,527 .000 11,84J,31 1,056 7.764,215.944 62%

Total Payments 39,377,536,000 39,377,536,000 26,938,105,008 12,439,430,992 68"

Balance 250,000,000 250,000,000 1,271,566,031 (1,021,566,031)
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9. Significant Accounting Policics

a) Statemcnt of compliance and basis of prcparation

'fhc financial statcmcnts havc bccn prcparcd in accordancc with Cash-basis IPSAS financial
reporting under thc Cash-llasis of accounting, as prcscribcd by thc I'}SASI) and Scction 167 ol
the PIiM r\ct2012.

'fhc Irinancial Statcmcnts are prcscntcd in Kcnya Shillings, which is thc functional and

rcporting currcncy of thc lrund, all valucs arc roundcd to thc ncarcst Kcnya Shilling. 'l'hc

accounting policics adoptcd havc bccn consistcntly applicd to all thc ycars prcscnlcd.

b) Reporting cntity

'l'his report rclates to financial opcrations of thc County Itcvcnuc lrund domicilcd at thc County
'l'rcasury and bank account maintaincd a1 Ccntral Ilank o1'Kcnya.

c) Rcceipts

I{cccipts include lunds deposited in thc County l{cvcnuc l;und pursuant to Articlc 207 ol'thc
Constitution of Kcnya and Scction 109 of thc PFM Act 2012.

I'he rcccipts collcctcd include lixchcqucr rclcascs, own sourcc rcvcnuc, grants lrom
dcvclopment partncrs, procccds from domcstic and foreign borrowings, and othcr
misccllancous deposits in thc County Iixchcqucr Account.

'l'ransfers from thc cxchcqucr arc rccognizcd in thc books ol'accounts whcn cash is rcccivcd.
Cash is considercd as rcccivcd whcn payment instruction is issucd to thc bank and notificd to
thc rcceiving cntity.

County own sourcc rcvenuc is rccognizcd as rcccipts whcn thc lunds arc rcccivcd in thc County
Iixchcquer Account.

d) Paymcnts

Paymcnls arc bascd on thc County (iovcrnmcnt Appropriation Act. 'l'hc cxchcqucr rcqucsts
are rcccivcd by County 'frcasury, which rationalizcs thc rcqucsts bascd on thc availablc
balancc, consolidatcs thc rcqucsts and lbrwards thcm to Controllcr of lludgct (COI)) lbr
approval. Oncc thc approval of COI] is obtaincd, thc funds arc rcloascd to thc County
Asscmbly and County Ilxecutivc opcrational accounts appropriatcly.
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Significant Accounting l'}olicics (Continued)

c) l'und llalanccs
Fund balanccs comprisc bank balanccs in County Iixchcqucr Account hcld at Ccntral Ilank o1'

Kcnya.

0 llcstriction on Cash
Itcslrictcd cash rcprcscnts amounts that arc limitcd/rcstricted from bcing uscd to scttlc a

liability lbr at lcast twclvc months aftcr thc reporting pcriod. 'l'his cash is limitcd for direct usc

as rcquircd by stipulation. 'l'hcrc wcrc no othcr rcstrictions on cash during thc ycar.
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10. Notcs to the F'inancial Statcmcnts

l. Exchequer rcleascs
'l'he following is an analysis by revenuc typc of thc rcccipts collcctcd in thc County Ilcvenuc liund:

2. Transfcrs from othcr government agcncies**

2021-20 2020-2021

** I.hese include other governmenl granls thal do not pass lhrough the lixchequer.

3. C)thcr grants**

** T'hese are funds receivedfrom development pqrtners directly lhrough CRl"

4. Own Source llevenuc

202U22 21120t21

Kshs. Kshs.

Ilquitable Sharc (a) 19,249,677,414 19,420,647,260

I-cvcl 5 hospitals (b) 79,423,251

Total (e=a+b) 19,249,,677,414 19,500,070,51I

Kshs Kshs
'f ransfers from Ccntral governmcnt
cntitics
Nairobi Mctropolitan Scrviccs 100,200,000

Total 100,200,000

202u22 202012t

Kshs Kshs.

Youth Poly4cchnic support grant 16,009,894

Kcnya Dcvolution Support Programmc 45,000,000

World Ilank-AI)SPII 13,517 ,925
Total 74,527,819

202r-2022 2020-2021

Kshs Kshs

IIECEII'TS
Ilusincss Pcrmits 1,617 ,207 ,201 1,753,053,837
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C'css 318,747,577 345,522,616

I'oll Ilatcs 2,566,184,705 2,781,746,174

I)lot Itcnts 97,789,488 106,003,879

Othcr Local Lcvics 115,383,672 125,075,988

Administrativc Scrviccs liccs 59,282,837 64,262,640

Various Iiccs

Council's Natural I{csourccs I')xploitation

482,874,998 523,436,866

10,098,051 10,946,295

Lcasc / I{cntal Of Council's Infrastructurc
Asscls

16,981,233 18,407,669

Othcr Misccllancous I{cccipts 220,999,750 239,563,897

Insurancc Claims Ilccovcry
Long'l'crm Loans (Ovcr 3 ycar
Itcpaymcnt)

4 994! J 56 5,413,886

Markct/'l'radc Ccntrc licc 344,101 ,060 373,005,81 1

Vchiclc I'arking Fccs 1,433,515,763 1,553,932,178

I Iousing 61 7,014,580 668,844,274

Social Prcmiscs lJsc Chargcs 2,040,958 2,212,400

School [ccs
Othcr I :ducation-l{clatcd Fccs 18,450 20,000

Othcr Irducation I{cccipts 2,934,131 3,072,200

[)r"rblic I Icalth Scrviccs 166,717,126 180,721,492

I'}ublic I Icalth Iracilitics Opcrations 34,944,946 37,880,349

Iinvironmcnt & Conscrvancy
Adminislration

1,309,040 1,419,000

Othcr I Icalth & Sanitati<ln l{cvcnucs 24,555,096 26,617,743

l'cchnical Scrviccs Fccs 714,998,148 775,058,537

Ilxtcrnal Scrviccs liccs 105,951,906 I 14,858,451

'I'otal 8,958,551,070 9,711,076,181
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Notcs to the Finan Statemcnts (Continucd)

5. Rcturn to CRF

6. I'ransfcrs to C ty Exccutivc

and Financial Statements for the financial year ended 30th June

202U22 2020t21

Kshs.Kshs.
1,017,210Itccurrcnt Acco

IJxccutive)
unt (County 211,224

.ccount (County 1,174,252 5,471 ,933Developmcnt A
Executive)

(County
Asscmbly)
Itccurrcnt 28

57,051 149,104,81 3Devclopmcnt.r
Asscmbly)

\ccount (Counly

anks (County 12,437 ,371Commcrcial l]
Iixcculive)

168,1131,,3271'otal 1,442,555

202U22 2020t21

KshsKshs.

rt 12,750,439,894 16,558,978,373ILccurrcnl Accour
1,037,415,922 1,394,742,749Dcvclopmcnt Ac )ount

13,7ti7,855,816 17,953,721,122Total
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Notcs to thc F'inancial Statcmcnts (Continucd)

7. 'l'ransfcrs to County Asscmbly

tl. Othcr'['ransfcrs-Nairobi Mctropolitan Scrvices(NMS)

9. l'und balancc

202U22 2020tzr
Kshs Kshs.

I{ccurrcnl Account 1,302,938,136 1,805,301,492

I)cvclopmcnt Account 17,284,143

Spccial purposc accounts

Othcrs (Spccify)
'I'otal I,302,938,136 1,822,585,635

2112U22 2020/21

Kshs. Kshs.

I{ccurrcnt Account 9,860,012,1 99 5,863,662,865

I)cvclopmcnt Accounl 1,987 ,298,857 4,217,202,994
'I'otal 11,847,311,056 10,080,865,859

202U22 2020t21 2019t2020

Kshs. Kshs. Kshs

Ccntral Ilank of Kcnya-l{cvcnuc
A/C No: 1000171t163

1,272,610,648 1,044,617 304,31 1,395

'I'otal 1,,272,610,648 1,,044,617 304,311,395
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l l.Annexes

Annex l: on follow up of Auditor's Ilccommcndations

'l'hc lbllowing is

comments that

Audit lleport for

Othcr matters.

Iludgctary Con and l'erformancc

Namc: J ()athiaka

summary of issucs raiscd by thc cxtcrnal auditor, and managcmcnt
provided to thc auditor;

Ycar 2019-2020

Ag. Chief
Planning
ICPAK Mem No:4503

Finance and Economic

Status:
(Resolved

/ Not
Resolved)

'l'imclramc:
(I'ut o date
when you
expecl the
issue to he
resolved)

Issuc /
)bscrvations

from
Auditor

Managemcnt commcnts

Ilcfcrcncc
No. on thc
cxtcrnal

audit Report

(

'l'hc dclay was occasioncd by

rcduccd tax rcvcnuc collcctions by

the National Governmcnt. Covid-

l9 was declared a hcalth conccrn

in March 2020 and mcasurcs put

in placc to combat thc virus

affectcd thc performancc of thc

cconomy hcncc rcduccd rcvcnucs.

1.2

)claycd
ixchcqucr
lcccipts

,l-

l)ate: 22"'t 2022
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Annex 2. Analysis of Receipts from the National Treasury Exchequer Releases

Quarter 3 Quarter 4 Total

19,249,617,414

Annex 3: Analysis of Transfers from the County Revenue Fund

Period (2021122) Quarter I Quarter 2

(Kshs.) (Kshs.) (Kshs.) (Kshs.) (Kshs.)

Equitable Share 3,176,196,713 4,812,419,353 1.539,974,193 9,721,087 ,095

Total 3,176,196,773 4,812,419,353 1,539,974,193 9,721,087,095 19,249,677,414

Period (2021122\ Quarter I Quarter 2 Quarter 3 Quarter 4 Total
(Kshs.) (Kshs.) (Kshs.) (Kshs.) (Kshs.)

County Executive -Rec 1,461,567,529 3,419,135,208 3,187,934,154 4,691,803,004 12,750,439,894

County Executive -Dev 136,626,593 76,000,000 824,789,329 7,037 ,415,922

County Assembly -Rec 762,175,263 566,642,296 157,01 6,920 417,103,657 1,302,938,136

County Assembly -Dev

Nairobi Metropolitan Services (NMS)- Rec 923,654,424 3,381,998,101 1,882,927,267 3,671,432,401 9,860,072,799

Nairobi Metropolitan Services (IIMS)- Dev 634,882.544 317,739,715 1,034,676,598 1,987,298,857

Total 2,547,397,216 8,139,284,742 5,621,618,056 10,629,804,994 26,938,105,008
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