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PREFACE

Mandate and Functions of the Committee

Article 124 of the Constitution of Kenya, provides for the establishment of committees by

either House of Parliament. Committees are central to the workings, roles and functions of

Parliament as set out in Article 94 andmore specifically in Article 96 of the Constitution as

regards the Senate.

Parliamentary committees consider policy issues, scrutinize the workings and expenditure of

the national and county governments and examine proposals for legislation. The roles of

committees are twofold, investigative process and deliberative process. The end results of

these processes are reports to the House in plenary on inquiry of certain issues under the

mandate of a particular committee.

The Standing Committee on Finance and Budget is established pursuant to standing order

212(3) of the Senate Standing Order and is mandated -
a) To investigate, inquire into and report on all matters relating to coordination, control

and monttoring of the county budgets and to examine -
, the Budget Policy Statement presented to the Senate;

ii) report on the Budget allocated to Constitutional Commissions and

independent ffices,'

iit) the Division of Revenue Bill, County Allocation of Revenue Bill, and cash

dis bur s e ment s che dule for county gover nme nts.

b) To constder all matters related to resolutions and Bills for appropriations, share of

national reyenue amongst the counties and all matters concerning the National Budget,

including public finance and monetary policies and publtc debt, planning and

development policy and

c) To pursuant to Arttcle 228 (6) of the Constitution, to examine the report of the

Controller of Budget on the implementation of the budgets of county governments.

aJ Standing Committee on Finance and Budget Report on Stoppage of Transfer of Funds to County Governments
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Membership of the Committee

The Committee was constituted by the House on Thursday 14ft December, 2017 , during the

First Session of the Twelfth (12th) Parliament. The Committee as currently constituted,

comprises the following Members-

l. Sen. (Eng) Moharned M. Mahamud, CBS,MP Chairperson

Sen. (Dr.) Isaac Mwaura, CBS, MP - Vice Chairperson

Sen. Wetang'ula Moses Masika, EGH, MP Member

Sen. Aaron Cheruiyot, MP Member

Sen. Mutula Kilonzo Junior, MP Member

Sen. (Dr.) Ali Abdullahi Ibrahim, CBS, MP - Member

Sen. (Dr.) Rose Nyamunga, MP - Member

Sen. Boniface Mutinda Kabaka, MP - Mernber

Sen. CPA Farhiya Haji, MP - Member

2.

J.

4.

5.

6.

7.

8.

9.

{
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rD BACKGROUND AND EXECUTIVE SUMMARY

1. By a letter dated 25ft November, 2019, the National Treasury and Planning forwarded,

pursuant to section 97(2) of the Public Finance Management Act, National Treasury

Circular No.2012019 Ref: IGFR/Pending Billsl0llA(24) dated 19n November,2019,
to Parliament.

2. The Circular No. 2012019 Refi IGFR/Pending Bills/0ll{(24) from the Ag. Cabinet

Secretary for the National Treasury and Planning informed the Governors of the County

Governments about the Cabinet Secretary's decision to invoke section 97 of the Public
Finance Management Act, 2012, to stop the transfer of the equitable share of revenue

for the financial year 201912020 with effect from I't December,2019.

3. The determination to stop the transfer of funds to the county governments was informed
by the fact that the governments had made no effort to clear eligible pending bills
between 1't July, 2019 and end of October, 2019

4. The County Governments affected were fifteen (15) namely-

a) Narok, i) Bomet,

b) Machakos, j) Kirinyaga,
c) Nairobi City, k) Nandi,

d) Vihiga, l) Mombasa,

e) Isiolo, m) Kiambu,

0 Tana River, n) Garissa, and

g) Migori, o) Baringo.

h) Tharaka Nithi,

10. Upon receiving the communication, the Committee invited the Ag. Cabinet Secretary

to deliberate on the matter. The meeting was held on Tuesday, 26th November,Z}l9.
11. Further, noting the provisions of PFMA section 97(3),

Withinfourteen days after the decision to stop the transfer offunds under subsectton

(l), the Controller of Budget shall investigate the matter and submit a report to
Parliament in accordance with Article 225(7) of the Constitution,

the Committee requested for the report of the investigation and invited the Controller
of Budget for a meeting. The meeting was held on Tuesday, 3'd December ,2019.

l2.The fifteen (15) county governors of the affected counties were invited to a meeting

which was held on Wednesday, 4ft December,2019 to make submissions on the matter
13. The Committee made the following observations-

)
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a) That pursuant to Article 225(l) of the Constitution and section 96( 1) of the Public

Finance Management Act, 2012, the Cabinet Secretary was within his powers to

stop the transfer of funds to county governments where the Cabinet Secretary finds

a county government entity to be in serious or persistent material breach of its

obligations or financial commitments;

b) That the power to stop the transfer of funds to a county government was tempered

by several provisions in the Constitution and the PFM Act.

c) Some Counties experienced a huge discrepancy between the pending bills that were

received at the handing over, the report of the County Pending Bills Verification

Committee and the Audit verifications by the Office of the Auditor General.

d) That unrealistic own source revenue projections were a major cause of ineffective

county budget implementation. This resulted to counties incurring expenses without

corresponding revenues to settle expenditure obligations.

e) From the Submission received by the Committee, it was observed that most of the

Counties had made significant effort to clear the pending bills as at 30ft November,

20t9.

14. The Committee made the following recommendation, That, -

a) The County Governments having made substantial progress towards settling the

Pending Bills, the Committee recommends thatthe House does not approve the decision

of the Cabinet Secretary, National Treasury to stop the transfer of funds to the listed

fifteen (15) County Govemments.

b) The Controller of Budget and the National Treasury should submit to the Senate a report

detailing the status of payment of pending bills and reconciled amounts of pending bills

of all the Counties within by 5* March, 2019.

c) The National Treasury to review the IFMIS system to provide for ageing of creditors.

d) The Public Finance Management Act, 2012 be amended to provide for payment on a

First-In- First- Out (FIFO) basis. This will ensure compliance with various accounting

standards which treat debt repayment as a first charge on revenue.

(
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e) The National Treasury and County Governments to enhance technical capacity in

budgeting and accounting in the County Treasury to ensure adherence with the

principles of public finance and Standard Charts of Accounts.

0 The Public Finance Management Act, 2012 be amended to ensure payments are made

on time by introducing a prorrpt pay system where if a valid invoice is not paid within

certain time, it automatically attracts interest.

ACKNOWLEDGEMENTS

The Committee acknowledges and appreciates the cooperation shown by all stakeholders who

attended the meetings

In addition, the Committee thanks the Offices of the Speaker and Clerk of the Senate for the

support extended to the Committee in execution of its mandate. Appreciations to all Members

of the Committee for their patience, sacrifice and commitment to public service, which enabled

the Committee complete the assigned task within the stipulated time.

This report is hereby submitted to the Senate for its consideration and adoption pursuant to

standing order 213 of the Senate Standing Orders.

It is now my pleasant duty and privilege, on behalf of the Standing Committee on Finance and

Budget, to present to the Senate, the Report of the Committee on the stoppage of transfer of

funds to County Governments.

SIGNED:

sEN. (ENG) MOHAMED M. MAHAMUD, CBS, M.P.

(CHAIRPERSON, STANDING COMMITTEE ON FINANCE AND BUDGET)

S
DATE

v
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ADOPTION OF REPORT

pursuant to standing order zl3 (2) of the Senate Standing Orders the Finance and Budget

Committee considered the report on the stoppage of funds to County Governments and

adopted it as follows-

Sen. (Eng.) Mohamed M. Mahamud, CBS, MP - Chairperson

Sen. (Dr) Isaac Mwaura, CBS, MP - Vice Chairperson

Sen. Wetang'ula Moses Masika, EGH, MP - Member

Sen. Mutula Kilonzo Junior, MP - Member

Sen. Aaron CheruiYot, MP - Member

Sen. (Dr.) Ali Abdullahi Ibrahim, CBS, MP - Member

I

I

Il!

I

Sen. (Dr) Rose NYamunga, MP

Sen. CPA Farhiya Haji, MP

Sen. Boniface Mutinda Kabaka, MP

- Mem

- Mem

Member

x

^

)
)
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CHAPTER ONE

INTRODUCTION

1. The Ag. Cabinet Secretary, National Treasury and Planning submitted a letter to the

Senate dated 25ft November, 2019, forwarding National Treasury Circular No. 20/2019

Ref: IGFNPending Bills/01/A(24) dated 19th November,2019, pursuant to section 97(2)

of the Public Finance Management Act (PFMA), 2012.

2. The letter also requested for approval as envisioned by Article 225(5)(b) of the

Constitution.

3. The Circular No. 20/2019 Ref: IGFR/Pending Bills/}1/A(2a) by theAg. Cabinet Secretary

for the National Treasury and Planning informed the Governors of the County

Governments of Narok, Machakos, Nairobi, Vihiga, Isiolo, Tana River, Migori, Tharaka

Nithi, Bomet, Kirinyaga, Nandi, Mombasa, Kiambu, Garissa and Baringo of the Cabinet

Secretary's decision to invoke section 97 of the Public Finance Management Act, 2012,

to stop the transfer of the equitable share of revenue for the financial year 201912020 with

effect from l't December,2019,

4. The direction was based on the fact that no effort had been made by these county

governments to clear eligible pending bills between l't July,2019 and end of October

2019.

5. Article 219 of the Constitution provides that a county's share of revenue raised by the

national government shall be transferred to the county without undue delay and without

deduction, except when the transfer has been stopped under Article 225".

6. Article 225 of the Constitution provides for the stoppage of funds to county governments

as follows-

a. Parliament through a legislation may authorize the Cabinet Secretary

responsible for finance to stop the transfer of funds to a State organ or any other

public entity-
(a) only for a serious material breach or persistent material breaches of

the measures established under that legislation; and

(b) subject to the requirements of clauses (a) to (7).

a 9 Standing Committee on Finance and Budget Reporl on Stoppage of Transfer of Funds lo County Governments
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b. A decision to stop the transfer of funds may not stop the transfer of more than

fifty per cent of funds due to a county government.

c. A decision to stop the transfer of funds-

(i) shall not stop the transfer of funds for more than sixty days; and

(ii) may be enforced immediately, but will lapse retrospectively unless,

within thirty days after the date of the decision, Parliament approves it by

resolution passed by both Houses.

7. Public Finance Management Act,2012 provides for the framework for the stoppage of

transfer of funds to the County governments.

8. Section 93(3) of the PFMA provides that assessment of the need for intervention in

accordance with Article 225 of the Constitution shall apply in the case of a county

government or county government entity, if it-

(a) does not operate a financial management system that complies with the

requirements prescribed in this Act and the financial problem has met
conditions for intervention in terms of Article 190(3) of the Constitution; or

(b) is unable to meet its financial commitments as set out in the Constitution or
this Act,

9. Section 96 of the PFMA provides for stoppage of funds process in county government

while section 97 provides the procedure for stoppage of funds.

t

(

t

)
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CTIAPTER TWO

SUBMISSIONS FROM NATIONAL TREASURY AND PLANNING

The Ag. Cabinet Secretary to briefed the Comrnittee as follows-

1 . The National Treasury issued a circular No. 1 812019 Ref: IGFR/Pending Bills/0 I /A ( 1 8)

dated 22d October 2019 to all 47 County Governments giving a way forward in

settlement of County Government Pending Bills.

2. Controller of Budget (COB) report on the special audit by Office of the Auditor General

(OAG) indicated that out of a total Kshs. 88.98 billion pending bills presented for audit

to the AG, bills amounting to Kshs. 51.2 billion were reported as payable while Kshs.

37.7 blllion lacked sufficient documentations to support services rendered or work done

and therefore not recommended for payment.

3. During the meeting of Intergovernmental Budget and Economic Council (IBEC) on 18th

June 2019, it was resolved that The National Treasury would release at least Kshs. 65

billion to the Counties on or before 30eJune 2019 to enable settlement of the eligible

pending bills in the first instance and the balance if any for running their functions.

National Treasury henceforth released Kshs. 65 billion to all the Counties as agreed. Our

analysis shows that the following twelve (12). They are:

l. ElgeyoMarakwet 7. Laikipia

2. Homabay g. Makueni

3. Kajiado 9. Nyamira

4. Kericho l0.Nyandarua

5. Kilifi 1 l. Nyeri

6. Kwale 12. Uasin Gishu

In addition, the following twenty (20) Counties have demonstrated efforts to clear their

pending bills by paying between 51 percent and 99 percent;

1. Taita Taveta (51) 6. Nakuru (64)

2. Turkana (52) 7. Murang'a (69)

3. Kisumu (56) g. Mandera (69)

4. Meru (61) 9. Kisii (69)

5. Samburu (61) l0.Busia (71)

i ,, 
I
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1 1. Marsabit (73) 16. West Pokot (90)

l2.Bungoma(77) l7.Embu (93)

13. Siaya (79) 18. Kakamega (95)

14. Transzoia (80) 19. wajir (96)

l5.Kittli (89) 2O.Lamu (98)

However, the following 15 County Governments have not complied with the IBEC

resolution and have not made any effort to clear their pending Bills between I't of July

and end of October 2019;

1. Narok (9) 9. Tana River (22)

2. Machakos (16) 10. Migori (24)

3. Nairobi City (17) 11. Tharaka-Nithi (27)

4. Vihiga (18) 12. Bonnet (30)

5. Isiolo (20) 13. KirinYaga (31)

6. Mombasa (36) 14. Nandi (34)

7. Garissa (43) 15. Baringo (a )

8. Kiambu (41)

During the same meeting, it was agreed that each County Government should establish

an ineligible Pending Bills Resolution Committee to develop a framework for resolving

ineligible pending bills contained in the special report of the OAG. As at 28ft October

2019, COB reported that out of the 47 Counties, twenty-eight (28) had established the

Committees.

National Treasury Decision was based on Article 225 of the Constitution, which

mandates the National Treasury to intervene at the County level for purposes of

expenditure control in cases where Counties are involved in serious or persistent

material breach of the law relating to public finances. Such serious or persistent material

breach have been elaborated in the PFMA Section 94(1) (A)

In line with that, The National Treasury;

i) Invoked the powers under section 97 of the PFMA to immediately stop the transfer

of the FY 2019120 equitable share of revenue with effect from I'tDecember 2019

due to the 15 county governments that have not made any effort between 1't July and

the end of October20lg to clear the stock oftheir eligible pending bills in accordance

5

6

7
a

)
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with the law. These counties have persistently refused to pay the eligible pending

bills which as you know should fdrrn a first charge.

ii) To stop the transfers of Conditional Grants to these 15 Counties for this Financial

Year 201912020.

iii) to continue monitoring the stock of debt of pending bills which is estimated at Ksh

28 billion and take appropriate measures to ensure prompt payment.

iv) To monitor the process of establishment of ineligible pending bills committees by

the county government as directed by the IBEC as well as the verification of the

ineligible pending bills and status report of the ineligible bills submitted.

Section 97(2) of the PFMA 2012, states that not later than seven days after the date of

the decision to stop the transfer of funds, the Cabinet Secretary shall seek approval from

Parliarnent. The National Treasury had written a letter dated 25 6 November 2019

forwarding the Circular to Parliament seeking their approval.

Additionally, in respect to Section 97(IXa), National Treasury had written a letter to the

Controller of Budget (COB) informing of National Treasury's decision to invoke the

stoppage of transfer of equitable share of revenue for FY 2019120 to the l5 County

Governments with effect from I 'tDecember,2jl9.

Members of the Committee informed that the Cabinet Secretary that they supported the

move. They however cautioned that services that were crucial such as Health Services

should not be intemrpted. Additionally, members indicated that the process should be

done openly void of comrption and favoritism as has been the past. It was said that

pending bills that should be paid as bills that were received first, meaning First in and

first out.

Members also raised concern at some of the data presented by the Cabinet Secretary.

This is because some counties requested funds from the Controller of Budget, however

once the funds were released to pay service providers, counties used that money to do

something else.

The Committee was informed that critical services would not be affected by the stoppage

of funds. Additionally, the stoppage of transfer of funds would only affect the 50% of

the equitable share which is apportioned for development.

,l

9

10

11.

12.
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CHAPTER THREE

SUBMISSIONS FROM THE OFFICE OF CONTROLLER OF BUDGET

The Office of Controller of Budget submitted a report which showed as follows-

i. Baringo County

The Special Report on Pending Bills as at 30m June 2018 indicated that the total

pending bills were Kshs. 45,765,998 comprising of Kshs. 24,046,826 and Kshs.

21,719,172 as eligible and ineligible bills respectively.

i. The County submitted-

ii. the list of the pending bills for the suppliers in FY 2017118, and

iii. ttre status of payment for each bill.

From the list availed, eligible bills paid after 30th June 2018 was Kshs.

31,630,374.06. The county reported that all eligible pending bills as verified by

OAG had been settled as at 30ft November,2019

ii. Bomet County

The Special Report on Pending Bills as at 30ft June 2018 indicated that the total

pending bills was at Kshs. 1,253,551,1 8 1 . This comprised of Kshs. 1,190,167 ,817

and Kshs. 63,383,304 as eligible and ineligible bills respectively.

The County submitted-

i. the Pending Bills Ad hoc Committee Report, and

ii. a letter referenced CGB/GT N NTl4lgllll dated 256 November 2019 to the

Cabinet Secretary National Treasury and Planning

From the documents availed, eligible bills paid after 306 June 2018 was Kshs.

792,3t2,268. The outstanding eligible pending bills verified by OAG as at 3Oth

November, 2Ol9 were Kshs . 397 ,855,609 as at 30ft November, 2019. However,

the County reported a figure of Kshs. 143,238,937-35 as eligible bills. The

payment represents a 66.60/o of the eligible pending bills.

iii. Garissa County

,.

)
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The Special Report on Pending Bills as at 3Oth June, 2018 indicated that the total

pending bills were Kshs. 2,553,348,202 comprising of Kshs. 2,307,530,407 and

Kshs. 245,811,795 eligible and ineligible bills respectively

The County submiued-

i. Bank statements for the period June 2018 to 30ft November,2019,

ii. Internet Banking Reports as at 30th November,

iii.Approved Budget for FY 201912020;

iv. pending bills repayment plan; and

v. pending bills payment status.

From the documents availed, eligible bills paid after 30s June 2018 was Kshs.

1,354,476,068. The outstanding eligible pending bills balance as at 30th November,

2Ol9 were Kshs. 953,054,339 The payment represents 58.7% of the eligible

pending bills.

iv. Isiolo County

The Special Report on Pending Bills as at 30ft June 2018 indicated that the total

pending bills were Kshs. 1,336,274,795 comprising of Kshs.1,258,372,703 and

Kshs.77,902,092 as eligible and ineligible bills respectively.

The County submitted-

i. pending bills status letter, and

ii. repayment plan for the eligible bills,

iii. tist of paid pending bills as at29h November, 2019,

iv. list of ineligible pending bills,

v. letter to the Controller of Budget on payment of pending bills dated 19th

June,2019.

From the documents availed, eligible bills paid after 30m June 2018 was Kshs.257,

296,t60. The outstanding eligible pending bills verified by OAG as at 30n

November,2019 were Kshs. 1,001,076,543. The payment represents a 20.4% of

the eligible pending bills.

l5 Standing Committee on Finance and Budget Report on Stoppage of Transfer of Funds to County Governments



v. Kiambu County

The Special Report on Pending Bills as at 30s June 2018 indicated that the total

pending bills was at Kshs. 2,312,759,531 comprising of Kshs. 1,831,618,030 and

Kshs. 481,141,501 as eligible and ineligible bills respectively.

The County submitted-

i. Status Report on payment of pending bills;

ii. letter on pending bills Ref: KCG EEPl2l\glVOL V/30 dated 27ft November,

2019 addressed to the CS,

iii.Nf and copied to OCOB; and

iv. commitment letter on settlement of pending bills Ref:

KCG/ADI\4i6\42NOL.II /44 dated 29ft November, 2019 addressed to the

CS, NT and copied to OCOB.

From the document availed, eligible bills paid after 30th June 2018 were Kshs.

798,757,152. The outstanding eligible pending bills verified by OAG as at 30ft

November,2019 were Kshs. 1,032,860,872.The payment represents a34.5Yo of the

eligible pending bills

vi. Kirinyaga County

The Special Report on Pending Bills as at 30s June 2018 indicated that the total

pending bills were Kshs. 1,328,459,563 comprising of Kshs. 741,080,963 and

Kshs. 587,378,600 as eligible and ineligible bills respectively.

The County did not submit any documents on payments of outstanding eligible

bills. The eligible bills paid after 30ft June 2018 was Kshs. 227,245,701. The

outstanding eligible pending bills verified by OAG as at 30ft November, 2019 were

Kshs. 513,835,262.The payment represents a3l%o of the eligible pending bills.

vii. Machakos County

The Special Report on Pending Bills as at 30e June 2018 indicated that the total

pending bills were Kshs. 1,286,526,181 comprising of Kshs. 942,363,607 and

Kshs. 344,162,574 as eligible and ineligible bills respectively.

The County submitted-

+

t
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i. letter on status of Machakos county pending bills, and

ii. appeal against stoppage of releases dated 20th November 2019 Ref

MCG/CECM-FIN/CS-NT/ I 9 ;

iii. letter on status of Machakos county pending bills and appeal against

stoppage of releases dated 29th November 2019 Ref MCG/CECM-

FIN/OCOB/I1-19; and

iv. copies of bank statements in Excel sheet from January 2019 to 30s

November,2019.

From the documents availed, eligible bills paid after 306 June 2018 were Kshs.

236,916,704. The outstanding eligible pending bills verified by OAG as at 30ft

November,2Olg were Kshs .705,446,903. The repayment represents a25.l4o/o of

the eligible pending bills.

viii. Migori County

The Special Report on Pending Bills as at 30th June 2018 indicated that the total

pending bills were Kshs. 1275275208 comprising of Kshs. 1,007,373,410 and

Kshs267876798 as eligible and ineligible bills respectively.

The County submitted-

i. a schedule of payments towards pending bills as at 30ft November,2019.

From the submitted schedules, the eligible pending bills paid after 30th

November,2019 were Kshs .484, 154,811 while payments for ineligible pending

bills were Kshs. 106,672,043.10 The outstanding eligible pending bills verif,red

by OAG as at 30ft November, 2019 were Kshs. 523,218,599. The payment

represents a 48.1 % of the eligible pending bills.

ix. Mombasa County

The Special Report on Pending Bills as at 30ft June 2018 indicated that the total

pending bills were Kshs. 5,347 ,786,393 comprising of Kshs. 3,545,800,427 and

Kshs. 1,801,985,966 as eligible and ineligible bills respectively.

The County submitted-

t7 Standing Commitlee on Finance and Budget Report on Stoppage of Transfer of Funds to County Governments
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i. a letter Ref: CECMIF&EP/ADMl2llllllgl (l) dated 20th November,

2019,

ii. copies of bank statements (for payments to suppliers and/ contractors

onlY),

iii. hax general ledger report for the period covering November 2015 to

November 2019 and, RTGS transaction details report and Bank deposit

slips (for PAYE taxes).

From the documents availed, eligible pending bills paid after 30ft June 2018 were

Kshs.l.58 billion. The outstanding pending bills as verified by OAG as at 3Oth

November,2019 was Kshs. 1.97 billion. The repayment represents a 44-5o/o of

the eligible pending bills.

x. Nairobi City Counfy

The Special Report on pending bills as at 30ft June 2018 indicated that the total

pending bills were Kshs. 23,139,794,063 comprising of Kshs. 11,783,829,072

and Kshs. 11,355,964,991 as eligible and ineligible bills respectively.

The County submitted-

i. Auditor General Report on pending bills;

ii. bank statements;

iii. County approved budget for the financial year 201912020; and

iv. IFMIS payment records dated l't January 2019- 306 November 2019.

From the documents availed, eligible bills paid after 30ft June 2018 was Kshs.

3,631,491,266. The outstanding eligible pending bills verified by OAG as at 306

November,2019 were Kshs. 8,152,337,806. The payment represents a l7o/o of

the eligible pending bills.

The pending bills of Kshs. 3,631,491,266 includes Kshs.2 Billion paid to Kenya

Revenue Authority which was not originally reported by the Auditor General as

an eligible pending bill.

xi. Nandi County

3
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The Special Report on Pending Bills as at 30th June 2018 indicated that the total

pending bills were Kshs. 1,447,847,605 comprising of Kshs. 942,307,841 and

Kshs. 505,539,764 as eligible and ineligible bills respectively.

The County submitted-

i. copies of bank statements to the OCOB; and

ii. a letter dated 19th November, 2019 from the county government showing

the summary of pending bills.

From the documents availed, eligible bills paid after 30n June 2018 was Kshs.

625,819,A 1 8. The payment represents 66.7% of the eligible pending bills. The

outstanding eligible pending bills verified by OAG as at 3Oft November, 2019

were Kshs. 3 16,488,823.

xii. Narok County'

The Special Report on Pending Bills as at 30n June 2018 indicated that the total

pending bills were Kshs. 2,056,439,795 comprising of Kshs. 1,980,736,070 and

Kshs. 75,'703,725 as eligible and ineligible bills respectively.

The County submitted-

i. a schedule of status of pending bills as at November 2019 which indicates

the amount paid to date as Kshs. 1,043,871,048; and

ii. a trist of suppliers paid.

From the documents availed, eligible bills paid after 30m June 2018 was Kshs.

180,625,471. The outstanding pending bills as at 30ft November,20l9 were

Kshs. 936,865,022. The payment represents a 52.7Yo of the eligible pending

bills.

xiii. Tana River County

The Report as at 30th June, 2018 indicated that the total pending bills were Kshs.

1,202,679,386 comprising of Kshs. 507,082,631 and Kshs. 695,596,755 as

eligible and ineligible bills respectively.

The County submitted-

i. list of eligible Pending Bills as at 30ft June 2018;

ii. List of ineligible Pending Bills as at 3Oft June 2018;
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iii. List of eligible Pending Bills paid as at 30th June 2018;

iv. Central bank of Kenya statement of Account 1000170708 Tana River

County Development for the period 1st January 20192019 to 30th June

2019; and

v. Central bank of Kenya statement of Account 1000170708 Tana River

County Development for the period lst July 2019 to 2nd December 2019.

From the documents availed, eligible bills paid after 30th June, 2018 was Kshs.

198,972,194.15. The outstanding pending bills as at 306 November, 2019 were

Kshs. 308,110,436.85. The payment represents a39.2Yo of the eligible pending

bills.

xiv. Tharaka Nithi Counfy

' A special audit of pending bills of County Government of Tharaka Nithi

indicated that the total pending bills were Kshs. 1,112,652,892 comprising of

Kshs. 701,871,919 and Kshs. 410,780,973 as eligible and ineligible bills

respectively.

The County submitted-

i. Approved County Budget,

ii. tfre Supplementary Budget and Appropriation Bill, 2019, and

iii.tfre list of pending bills paid as at2}thNovember,2019.

From the documents availed, eligible bills paid after 30th June 2018 were Kshs.

486,007,948. The payment represents a44.1% of the eligible pending bills. The

outstanding pending bills as at 30th November , 2019 were Kshs . 215,863,97 l.

The County Government has included the outstanding eligible pending bills

amounting to Kshs 221,982,953 million in the supplementary budget of FY

201912020 which is currently before the County Assembly

xv. Vihiga County

The Report indicated that the total pending bills were Kshs. 2,037,052,291

comprising of Kshs. 1,151,148,522 and Kshs. 885,903,769 as eligible and

ineligible bills respectively.
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A report submitted to the Office of the Controller of Budget indicates that

eligible bills paid after 30th June 2018 amounted to Kshs. 191,915,284.18

representing 17% of the total eligible pending bills. The outstanding pending

bills as at 30th November,2019 are Kshs. 959,233,238. The relevant documents

to support the exercise were not provided.

A review of the Vihiga County FY 2019120 Approved Supplementary Budget I

reveals that the County has allocated Kshs. 100,000,000 towards payment of

eligible pending bills. The County has made a proposal to factor an additional

Kshs.350. 000,000 in the Supplementary Budget Il.

The Office of the Controller of Budget recommended that-

a) The 14 County Governments affected should develop a recovery plan in line with

Section 99 of the,Public Finance Management Act, 2012.

b) Review of the IFMIS system to provide for ageing of creditors.

c) Amendment of the Public Finance Management Act, 2012 to provide for payment on a

First-In- First- Out (FIFO) basis. This will ensure compliance with various accounting

standards which treat debt repayment as a first charge on revenue.

d) Enhancement of technical capacity in budgeting and accounting in the County Treasury

to ensure adherence with the principles of public finance and Standard Charts of

Accounts.

e) Review of the law to ensure payments are made on time by introducing a prompt pay

system where if a valid invoice is not paid within certain time, it automatically attracts

interest.
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CHAPTER FOUR

SUBMISSIONS FROM THE COUNTY GOVERNORS

1. Bomet County

On the status of Bomet County Government pending bills, the Governor of Bomet, Hon. Dr.

Hillary Barchok, submitted as follows-

a) The office of the Auditor General carried out an audit of pending bills as at 30th

June, 2018 and gave areport dated 28ft May, 20l9.In the report, OAG placed a

figure of Kshs.1, 190,167,887 as eligible pending bills and Kshs. 63,383,304 as

ineligible. The report went ahead to indicate that as at 15ft February, 2019 we

had paid Kshs. 505, 625, 519 leaving Kshs. 684,542,358 as outstanding.

b) The governor raised limitations to the OAG report noting the following-

i. That, the report came before the end of the Financial year therefore it failed

to recognizethe payments of pending bills and other payments made by the

end of the close of the Financial Year and,

ii. That, the audit team did not visit projects to do verification but rather carried

out a desktop verification.

c) On 19th June, 2019, the Council of Governors via a letter referenced

COB/COG1002 Nol.3(55), directed all counties to deal with pending bills. They

were advised to form a pending bills committee. The CECM Finance on 1lft,

2019 formed the committee and the names werc gazette on 19ft July, 2019 as per

the attached gazette notice.

d) The pending bills committee concluded the report. There was a very significant

drop to Kshs. 143,238,937.35 from the earlier figure reported by the OAG. The

period between I't July, 2019 and 31't October,20l9 have been a dry period. A

part from payment of salaries there was nothing much which happened. This is

because we were implementing a vote on account budget occasioned by the

impasse between Senate and National Assembly on revenue Allocation.

e) The Governor assured the Committee of his government commitment to pay

pending bills and indicated that efforts of the county towards the same as

follows-
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i. Pending bills committee was established and the report has been received

(copy attached).

ii. Over One Hundred Million Kenya Shillings towards payment of pending

bills were set aside (see Budget FY 201912020).

iii. fne county is in the middle of processing payments of over Fifty million

Kenya shillings starting last week when the budget was uploaded.

Schedule of Status on Bomet Pending Bills

Pending Bills as per the OAG Report 1,190,167,877.00

Pending Bills Disputed 133.613.475.00

1,056,554,402.00

Pending Bills Paid as at 306 June, 2019 851,99,460.00 8l%

Pending Bills processed awaiting the approval of the COB 110,000,000

f) In view of the above commitments and undertakings, he requested the Senate to

assist Bomet County Government to be de-listed from the list of County

Governmr:nts set out in the Treasury Circular No.20l2019, dated 19ft November,

2019.

2. Isiolo County

H.E Dr. Muhammed Kuti, the Governor County Government of Isiolo appeared before the

Committee and gave hisipresentation on the matter of the pending bills for Isiolo County.

He informed the Committee that:

a) The County inherited approximately Kshs. 914,064,969 as pending bills.

b) The County (iovernment of Isiolo has paid Kshs. 257,296,159.95 as pending bills

c) Eligible pending bills amount to Kshs. 596,814,522.81. The County will stagger the

amount over lhe next two financial years that is 2019120 and2020l2l.

d) The County plans to pay Kshs. 350,000,000 and Kshs. 246,814,522.84 in the FYs

2019120 and 2020121 respectively to clear the eligible pending bills of Kshs.

596,814,522.84.
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e) The County has budgeted Kshs. 150,000,000 in the first supplementary for FY

2019120. A figure of Kshs. 200,000,000 will be budgeted for the next financial year

2020t2t.

0 The County will further investigate the ineligible pending bills totaling to Kshs.

610,134,606.76 throughthe CountyPendingBills Committee and sharethe findings

with the Office of the Controller of Budget, the Office of the Auditor General and

the National Treasury.

Governor Dr. Kuti fuither informed the Committee that:

a) Under the circumstances, the County Government of Isiolo will strictly follow

these timelines to ensure that the issue of pending Bills is resolved and does not

recur.

b) In summary, the pending bills at 29th November,2019 are as follows:

o Eligible - Kshs. 596,814,522.84

. Ineligible - Kshs. 610,079,446.76

o Amount from defunct local authority - Kshs. 108,047,308

o Total - Kshs. 1,314,941,277.60

c) It was prudent to note the total amount of pending bills at the end of every term of

a governor before handing over.

3. Kirinyaga County,

H.E Anne Waiguru, the Govemor County Government of Kirinyaga appeared before the

Committee and gave her presentation on the matter of the pending bills for Kirinyaga County.

She informed the Committee that:

a) On assumption of Office August 2017, the County had pending bills amounting

to Kshs. 296.1 Million. The internal review report of the County indicates that

about 50 percent belong to a single individual. The person later died in a

rnysterious circumstances and the matter is with the Directorate of Criminal

Investigations.
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b) The governor later on requested the Office of the Auditor General to undertake a

Special Audit to authenticate the pending bill that amounted to Kshs. 296.1

Million as per what was the figure in August, 2017. At the time the County didn't

have the budget for such an audit. However, the Office of the Auditor General

agreed to rundertake the special audit at their own cost in Muy, 2018 which

commenced in July the same period.

c) The Draft Special Audit Report was tabled by the Office of the Auditor General

to County Government of Kirinyaga in January,2019 and indicated that pending

bills verified amounted to Kshs. 461 Million. The County Government expressed

dissatisfaction on the reported figures and requested further verification.

d) In June, 2019, the Office of the Auditor General further released a second draft of

the Special Audit Report on the pending bills that indicated the pending bills for

Kirinyaga County as at 30ft June 2018 as Kshs. 531 Million and later on Kshs.

T4lMillion,

e) After the trend in the discrepancies from August, 2017 to June 2019, in July, 2019,

the Office of the Controller of Budget sought clarification the pending bills of

Kirinyaga County in a letter that was copied to the Special Secretary,

Intergovernmental Budget and Economic Council highlighting the discrepancies

in the special audit reports vis a vis records held by the Counties.

The Governor further informed the Committee that:

i. It has not been clear on the true [position of the pending bills.

ii. The County has very minimal pending bills for the periods 2017l18-2018/19

FYs as most has been [paid off in the subsequent budgets.

iii. The County has already factored in Kshs. 100 Million in the supplementary

budget one of 201912020 FY to pay eligible pending bills upon verification.

iv. In summary:

. Eligible pending bills reported l't Audit - Kshs. 461,738,753
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. Eligible pending bills reported 2nd audit - Kshs. 741,080,963

o Contested Bills (Variance) - Kshs. 279,342,210

o Payment as per the CoB Report - Kshs. 227,245,101

o Outstanding eligible bills as per the initial report - Kshs. 461,738,7 53

o Less payments as afore-mentioned - Kshs.227,245,701

o Total Outstanding - Kshs. 234,493,052

The Governor concluded by stating that the amount of the total outstanding pending

bills as per her presentation included an amount of Kshs. 179,640,927 belonging to a

single individual whose case is under investigations by the DCI as earlier mentioned.

4. Machakos Counfy,

On the status of Machakos County Government of Machakos pending bills, the

Govemor of Machakos Hon. Alfred Mutua, EGH submitted as follows-

a) In compliance with the directive to settle pending bills, the following measures

have been initiated and implemented by the County-

b) On payment of pending bilts- the Audit Report came at the end of May, 2019

and the last two tranches of funds were released on 5ft July, 2}lg,which was a

few days to the closure of the Financial Year 201812019. This did not give

enough window to pay pending bills. The county has been able to pay atotal of
Kshs. 245 Million and a further amount of Kshs. 230 Million has been processed

to IB and Form A is at the office of the Controller of Budget. Once approval is

granted, this will bring the total amount paid to date to Kshs. 475 Million. This

is a significant reduction from the original balance of Kshs. 942 Million out of
which Kshs. 241 Million is going through the verification by the pending bills

verification team leaving an eligible pending bill amount of Kshs. 225 Million.

c) Schedule of a summary of the current status (Amount in Kshs)

Balance Per OAG (Kshs) 942,362,607.30

Less.

Paid per OCOB verification 245,062,965.00

Funds Requested at OCOB 229,959,991.00

Pending further Verification 241,652,617.55

a
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Balance being processed via IFMIS 225,687,033.75

d) On Compliance with the National Treasury and Office of the Controller of

Budget Circulars- Machakos County has established the Pending Bills

Committee in compliance with the directive contained in the Controller of

Budget letter COB/COG1002NO.3955 dated 19s June, 2019 and Controller of

Budget circulars No. 2312018 and No.2/2019. Ref: Gazetle Notice No. 8994

dated 20th September, 2019.

e) Further to ensure full compliance with the directive, the CECM - Finance and

Economic Planning also issued a circular dated 2nd July, 2019, bringing the

contents of the National Treasury and Office of the Controller of Budget

circulars to the attention of all the Accounting Officers.

0 On the Payment plan for the balance of the eligible and ineligible pending bills-

In view of the fact that there are limited resources and services to the people

must be delivered so as to avoid occasioning crisis, the county proposed to pay

the remaining eligible pending bills balance of Kshs .225 million within the next

three months although the Circular from the Office of the Controller of Budget

had given counties to clear the eligible pending bills by June, 2020.

g) The County further proposes to phase the payment of the balance of ineligible

bills pending verification, once cleared by the pending bills Committee by 30ft

June, 202.1.

h) In view of the submissions and the actions taken to manage the pending bills,

the Governor requested the Senate to intervene and ensure Machakos is removed

from the list of Counties which have not complied with the directive to pay

pending bills as it had demonstrated substantial compliance.

i) The Governor further requested that the equitable share and conditional grants

releases to the county continue unintemrpted.

5. Nairobi City County

H.E Mike Mbuvi, the Governor County Govemment of Nairobi City appeared before the

Committee and gave his presentation on the matter of the pending bills for Nairobi City

County.
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He informed the Committee that:

a) The Receivables to Nairobi County Government from Land Rate Defaulters by 30th

November,2019 were totaling to Kshs. 706,748,728,881 .27 out of which National

Government owes Kshs. 236,920,630,330 in lieu of land rates.

b) The debts/ payables for goods and services by Nairobi City County Government

totaling to Kshs. 23,139,794,063.

c) Payable Pending Bills by Nairobi City County Government as audited by the Office

of the Auditor General totaled to Kshs. 11,783,829,072.

d) The Nairobi City County Government payments to pending Bills as contained in the

Controller of Budget Report and KRA totaling to Kshs. 3.9 Billion are as follows:

o Payments to suppliers - Kshs. 2,102,087,898

o Payments to KRA - Kshs.2.0Billion

e) The National Government needs to pay the Nairobi City County totaling to Kshs

236920,630,330.

0 The County urgently requests the Senate to intervene for the payments to be made

by the National Government.

g) There was an agreement with the National Government that is the National Treasury

indicating that they will pay Kshs. 8.1 Billion in a proposed financing agreement

for the debt arrears.

Governor Sonko fuither informed the Committee that:

a) Nairobi City County Government should not be classified as not paying pending bills

because the Nairobi City County Government has paid over Kshs. 4 Billion. This

includes suppliers up to November 2019 at Kshs. 2,102,087,898 and KRA Kshs. 2

Billion.

b) Nairobi City County Government has budgeted Kshs. 3.2 Billion thus towards payment

of pending bills during FY 2019120. The County paid Kshs. 2.1 Biltion totaling to Kshs.

5.3 Billion.
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c) There should be immediate release of Kshs. 8 Billion by the National Treasury to pay

the balance of pending bills estimated at Kshs. 9 Billion.

d) The County will make arrangements to clear Kshs.225 Billion and ensure that some

money is left for improvement of service delivery.

6. Nandi County

H.E Governor Sang, the Governor County Government of Nandi appeared before the

Committee and gave his presentation on the matter of the pending bills for Nandi County.

He informed the Committee that:

a) Nandi County was enumerated as one of the 15 Counties that had not met the 50%o

threshold on the settlement of pending bills. Specifically, the report indicated that out

of the eligible pending bills of Kshs. 942,307,841, Nandi County had paid Kshs.

320,114,388 representing34o/o of the total payable amount. On the basis of this Nandi

County was listed among the 15 counties whose funds were to be stopped for

noncompliance.

b) However, on a rr:conciliation of records with the Controller of Budget and the National

Treasury, reflecl.ed a true position of Kshs. 625,819,018 being the actual amount paid

representing660/o payment ofthe outstanding amount. This in effect classifies as among

the counties that have made attempts to clear pending bills.

c) The Kshs.942,307,841 comprises both historical bills (FY20l3- 2016), of Kshs. 420

Million and the tralance being the bills for FY 201712018.

d) The above notwithstanding the county recognized that more efforts needs to be put

towards clearing pending bills. The County has undertaken the following efforts to clear

the pending bills-

i. The county has factored in its recently supplementary budget of Kshs. 252,000

for the payment of the historical pending bills. This will be paid by the end of
this financial year, the balance of 160 Million will be factored in the budget for

the FY 2020/2021 and shall take the first charge (First in, First out) as per the

National I'reasury advisory. The 201712018 bills were already factored in the

budget as work in progress.
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ii. The County has constituted the ineligible pending bills Committee which has

already began the process of resolving the issues around the ineligible bills

(Gazette notice attached)

iii. The Governor informed the Committee that the County Budgeting is realistic on

its own source revenue. This shall ensure that the county is able to make

commitments based on realistic revenue estimates.

a. The county submitted a copy of supplementary estimates budget indicating budgetary

provision settlement of pending bills.

b. In view of the above commitments and undertakings, the Governor appealed to the
Senate to intervene to expunge Nandi County Government from the list of County
Govemments set out in the Treasury Circular No.20l2019, dated l9s November,2019
as it had complied with the requirements set out and efforts have been made to clear
the pending bills.

7. Narok County

On the status of Narok County Government of Narok pending bills, the Governor

of Narok Hon. Samuel K. Tunai, EGH submitted as follows-

a) The Governor submitted that he had written to the Ag. Cabinet Secretary

National Treasury and Planning on 22'd November, 2019 and held a meeting

with him on 26ft November, 2019.. He informed the Committee of his

undertaking to utilize the funds released to Narok county for November,2019

for payment of salaries and apply the balance of which shall not be less than

Kshs. 500,000,000/- towards the pending bills, which as at 20th November,2019

stood at Kshs. 936,865,023.

b) The county further undertook to offset the balance of the pending bills by

committing Kshs. 200,000,000/- in the month of December,2019 and January,

2020. He assured the Committee that come February, 2020, Narok county shall

be free of pending bills.

c) In view of the above commitments and undertakings, the Governor appealed to

the Senate to intervene and assist Narok County Government to be de-list from
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the list of County Governments set out in the Treasury Circular No.20l2019,

dated 19s November, 2019.

8. Narok County

On the status of Narok County Government of Narok pending bills, the Governor

of Narok Hon. Samuel K. Tunai, EGH submitted as follows-

a) The Governor submitted that he had written to the Ag. Cabinet Secretary

National Treasury and Planning on 22nd November, 2019 and held a meeting

with him on 26h November, 2019. He informed the Committee of his

undertaking to utilize the funds released to Narok county for November,2019

for payment of salaries and apply the balance of which shall not be less than

Kshs. 500,000,000/- towards the pending bills, which as at 20m November,2019

stood at Kshs. 936,865,023.

b) The county fuither undertook to offset the balance of the pending bills by

committing Kshs. 200,000,000/- in the month of December,2019 and January,

2020. He assured the Committee that come February, 2020, Narok county shall

be free o{'pending bills.

c) In view of the above commitments and undertakings, the Governor appealed to

the Senate to intervene and assist Narok County Government to be de-list from

the list o1'County Governments set out in the Treasury Circular No.20l2019,

dated 19m November, 2019.

9. Tana River County

The representative of the Governor, CEC member for Finance and Planning informed the

Committee that-

a) On the status of County Government of Tana River pending bills, the county

government submitted its plans to settle the eligible pending bills amounting to

Kshs. 507,082,631 from the special report of the OAG.
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b) The county government as of 29n November, 2019 has progressively cleared

Ksh.235,276,887.55 as perthe report submittedto office of the controller of
Budget dated 29th November, 2019 referenced rRCG/FIN/3/3/3 I .

c) The county government committed to pay Ksh. 17 1 ,805, 7 44 by 3 I't December,

2019 as evidenced in the certified copy of the County Government FY

201912020 budget.

d) The outstanding amount of Ksh. 100,000,000 will be cleared in the first

supplementary budget which will be submitted to the County Assembly by 3l.t

January,2020.

e) In view of the above commitments the County Government appealed to the

Senate to remove Tana River County from the list of County Governments set

out in the Treasury Circular No.20l2019, dated lgth November,2019 as having

failed to demonstrate substantial effort to pay pending bills.

10. Tharaka Nithi County

The Governor informed the Committee that-

b) The report presented by Controller of Budget showed the correct amounts of
pending bills in the County.

c) The County had established Pending Bills Committee.

d) The outstanding bill was Kshs. 215,t63,971.

e) The outstanding bill had been factored in the county Supplementary

Appropriation Act, 2019.

0 The county is committed to settle the bill within the next 3 months

l1.Vihiga County

H.E Patrick Saisi, the Deputy Governor County Government of Vihiga appeared

before the Committee and gave his presentation on the matter of the pending bills for

Vihiga County.

He informed the Committee that:

a) The County Assembly of Vihiga in June 2017 commissioned a special audit of
all pending bill by the Office of the Auditor General.
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b) The total pending Bill for Vihiga County Government at the time was Kshs

2,491,399,292.40

c) In its preliminary report, the Auditor General observed that the figures frorn the

departments were prima facie faulty as the departments quoted the contract sums

as opposed to the value of the work done and payable amounts pending.

d) Thereafter,thefigurewasrevisedKshs. l,602,515.84.ThefigureofKshs. 1,602,

5151,507 was purely based on the certificates of works in the files. It does not

necessar.ily represent the pending bills as per the works done.

e) A scrutiny of the alleged pending bills by the Auditor General left the alleged

pending bills Kshs.826,259,130.04 for consideration by the County Executive.

0 The Off,rce of the Auditor General prepared its preliminary report and asked

departments to respond to several issues raised regarding the pending bills

amounting to Kshs. 826,259,130.04 for consideration by the County Executive.

The Auditor General further made recommendations and conditions for payment

on each of the alleged pending bills.

g) It is from this backdrop that H.E. Dr. Wilber K. Ottichilo constituted an Ad Hoc

Committee to look into and review the alleged pending bills with a view of

coming up with a clear way forward on each and every claim and pending bills

for communication to the contractors.

h) At the preliminary stage, Pending Bills worth Kshs. 190,216,347 had been

approved for payment. These Bills which had the legal documentations and

projects verifiable based on the documentations available at that stage.

i) Later on, the Office of the Auditor General came in carry out an independent

audit wherein it identified Legible and Ineligible Pending Bills and the Ad Hoc

Committee of the County disbanded.

The Deputy Governor fi.rrther informed the Committee that:

a) Some of the Pending Bills cleared as legible for payment by the Auditor General

do not in the opinion of the county meet the le threshold for procurement and
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payment. In one instance a contractor has actually disowned a pending bill

approved as eligible by the Auditor General.

b) The Auditor General recommended the formation of a Committee to check the

ineligible pending bills and went ahead and provided for its membership. There

is no provision for a legal person on the Committee.

c) In the last financial year 20l8ll9 Kshs. 100 million was set aside for Pending

Bills and Kshs. 57 Million was paid. The Kshs. 43 Million was not paid due to

KRA compliance issues on the part of the contractors. The money was re-

budgeted and is part of the Kshs. 450 Million.

d) The County has prepared and the Country Assembly approved a Supplementary

Budget with Kshs. 45OMillion for Pending Bills.

12.Mombasa County

The Governor for Mombasa submitted as follows on the status of eligible Pending Bill in
Mombasa County.

a) The county position on the special audit for the County Government of Mombasa as
0l April 2013 to 30 June 2018. Out of the Eligible Pending bills of 3,545,800,427
captured, The County Government of Mombasa has paid lcleared Ksh 1,577,364,259
as follows:

i. 1,310,292,709.00 being PAYE

ii. Ksh 105,317,863 being Withholding and VAT arrears

iii. Ksh 676,000 and2,307,350 being NSSF and NHIF payments respectively

iv. 84,679,516 and Ksh 38, 554,328 being Laptrust and Lapfund respectively as

per OAG report

v.35,476,493 being supplier payments. Ksh 23,353,517 & 12,122,976 being
Recurrent and Development respectively.

b) The County unpaid pending bills are:
i. Ksh 167,144,941 for supplier or recurrent and development

ii. Ksh 895, 932, 485 and 936,965,051 for Laptrust and Lapfund respectively.
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c) Below is the schedule summary of payment as per our records in comparison with
Auditor General special report.

(1.) PAY AS YOU EARII GAYE)

ESTIMATED (PAYII) BY KRESTON KM & CO (Auditor General)

d) The governor advised that the eligible pending bills of Ksh 3,545 ,800,427 captured

by the Office ofthe Auditor General included a figure of Ksh 1,310,292,709 as PAYE

arrears. However, the figure was captured erroneously as not having been paid. The

county is not in arrears on PAYE as payments are up-to-date as October 2019 as per

KRA. Analysis of payment shown below:

CURRENT IJTATUS OF COUNTY GOVERi\MENT OF MOMBASA PAYE

YEAR I PAYROLL PAID BALANCE

201312014 550,451,407.00 585,156,116.25 (34,704,709.25 )

20t4l20ts 716,372,590.00 538,211,875.65 178,160,714.35

20t512016 673,301,03 1.00 657,428,988.67 15,872,042.33

20r6120t7 734,859,936.00 770,993,265.00 ( 36,133,329.00)

2017 /2018 844,204,346.00 993,145,763.45 ( 148,941,417.45)

3 ,5 1 9, 1 89,3 1 0.00 3,544,936,009.02 (25,746,699.02)

(2.) ANALYSIS OF WITHHOLDING TAXES ASSESSED BY KRA

Tax Head Amount
report in
pendins bill

Amount assessed
and agreed with
KRA (Kshs)

Amount
considered
inelisible

withholding vAT
@6%

180,853,948.00 84,611,319.00 96,242,629.00

YEAR ESTIMATE PAID BALANCE
201312014 550,451,407.00 550,451,407 .00

20t412015 716,372,590.00 151,017,930.00 565,354,660.00
20t512016 673,301,031.00 504,599,058.00 168,701,913.00
20r6120r7 734,859,936.00 770,993,265.00 36,133,329.00
20t7 t20r8 844,204,346.00 782,286,348.00 61,917,998.00

3,519,189,3 10.00 2,208,896,601.00 1,310,292,709.00
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Withholding VAT
@,3% & 5%

165,055,949.00 24,636,729.00 140,419,219.00

TOTAL
345,909,896.00

109,248,048.00
236,661,849.00

e) Included in the Office of the Auditor General's report was a figure of Ksh

109,248,048 being 3o/o and 5% withholding and 60/o VAT. However we have attached

an analysis of our payments to KRA showing payments for your perusal and

confirmation. The County has balance of Kshs. 3,870,185.00 from the Pending bill

as at 30th June 2018.

DATE ITAX REFERENCE
TruMBER

AMOUNT KSHS

9lsl20t9 2020t9000 1 093540 11,369,909.00

9lsl20t9 2020 1 9000 t09407 4 3,833,997.00

rU4l20t9 2020190000834049 12,133,049.00

lU4/2019 20201900008346s9 2,984,991.00

913120t9 2020t90000546072 15,057,993.00

41212019 2020190000255235 24,923,240.00

412120t9 2020t90000255939 5,143,515.00

191t2/2018 2020180002s54141 14,895,616.00

t9lt2/20r8 2020180002ss5 1 85 599,965.00

19ltt/20t8 2020t80002322196 13,030,423.00

19lrU20t8 2020r80002322569 1,406,490.00

TOTAL 105,377,863.00

(3) ELIGIBLE SUPPLIERS PAYMENTS AS PER AUDITOR GENARAL SPECIAL
REPORT

YEAR
ELIGIBLE
PAYMENTS

PAID PENDING MONTHLY
PROPOSAL
TO PAY

Elieible 167,144,941 35,476,493 131,669,449 14,000,000
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0 Included in our eligible pending bills was a figure of Ksh 167,144,941 to suppliers

with Ksh 13'3,896,979 being development and Ksh 33,247,963 being recurrent

pending bills. The County proposes to pay the pending bills in installments starting

from this November 2019 at a rate of Ks l4Million every month for the next 12

months. The County has paid Ksh 23, 353, 517 for recurrent and Ksh 12, 122,97 6 for

Development in supplier payments. However, this would depend on the on the timely

disbursement of funds by the National Treasury.

(4) LAPTRUST AND LAPFUND

g) The Office of the Auditor General report contained outstanding eligible bills of Ksh

895,932,485 and 936,965,051 for Laptrust and Lapfund respectively. The county

currently has a payment plan with LAPTRUST remitting Ksh 25 million every month

towards settlement of the post devolution principal contribution debt (Attached

Letter).

(5) THE PENDING BILLS RESOLUTION COMMITTEE AND THE INELIGIBLE
BILLS OF 1,901,995,966.

h) The County Government of Mombasa has established a pending Resolution

Committee who are currently gathering information and documents that would unlock

and resolve the ineligible bills contained in the office of the Auditor General report.

Their report would be shared to National Treasury as soon as available.

13. Migori County

The Governor for Migori County submitted that the County has complied and paid 5O5million

out of the pending bills by end of November, 2019. The county has also requested 130 Million

waiting approval of the Controller of Budget to be paid before the end of December, 2019.

The county has also submitted a repayment plan for the balance of the amounts to be paid

within three (3) Months and have made a commitment with the office of the Controller of

Budget and the National Treasury.
{

37 Standing Committee on I'inance and Budget Report on Stoppage of Transfer of Funds lo County Governments



CHAPTER FIVE

COMMITTEE OBSERVATIONS AND RECOMMENDATIONS

Observations

The Committee made the following observations on the Bill-

1. That the Cabinet Secretary may, pursuant to Article 225(l) of the Constitution and

section 96(1) of the Public Finance Management Act, 2012, stop the transfer of funds

to county governments where the Cabinet Secretary finds a county government entity

to be in serious or persistent material breach of its obligations or financial

commitments;

2. That the power to stop the transfer of funds to a county government is limited within

the following safeguards under the Constitution and the Act-

(a) within seven days of the decision to stop the transfer of funds, the Cabinet

Secretary is required to seek the approval of Parliament. The decision to stop the

transfer of funds is contained in a National Treasury Circular dated lgth

November,2019. The Cabinet Secretary is therefore required under the law to

seek the approval of Parliament on or before 26th November, 2019;

(b) the Cabinet Secretary is also required to inform the Controller of Budget the date

from when the stoppage of transfer of funds takes effect and the nature of serious

material breaches or persistent material breaches committed by the State organ

or public entity;

(c) the Controller of Budget is then required to investigate the matter and submit a

report to Parliament in accordance with Article 225(7) of the Constitution within

fourteen days of the decision to stop the transfer. As the decision to stop the

transfer was made on 19ft November,2OIg, the Controller of Budget is required

to transmit the report to Parliament on or before 3'd December,2019;

)
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3. Some Counties experienced a huge discrepancy between the pending bills that were

received at the handing over, the report of the County Pending Bills Verification

Committee and the Audit verifications by the Office of the Auditor General.

4. There were unrealistic own source revenue projections which was a major cause of

ineffective county budgets and it led counties to incur expenses without corresponding

revenues hence pending Bills.

5. Delayed exchequer releases was also a major challenge it led to delayed payments for

services rendered and hence pending bills.

6. That Cess that was previously paid by companies to the county governments have been

put to hold due to court orders and this had affected some county own source revenue.

7. From the information supplied to the Committee further observed that-

a) Baringo County

Had cleared all eligible pending bills as at 30th November,2019

b) Bomet County

Had paid t56.6oh of the eligible pending bills. The County was committed to clear
the balance of the verified pending bills within the next 3 months.

c) Garissa County

Had paid 58.7% of the eligible pending bills

d) Isiolo County

Had paid 20.4% of the eligible pending bills. County was committed to pay Kshs

350 million in the Financial year 2019120 and the balance of the verified in FY
2020t2t.

e) Kiambu C)ounty

Had paid 34.5% of the eligible pending bills.

f) Kirinyaga County

The County raised issues with discrepancies on pending bills and was awaiting
fuither guidance from COB and OAG.
Had paid 3l%o of the eligible pending bills. The County was Committed to pay
Kshs 100 million through Supplementary budget.

g) Machakos County
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Had paid 25.14% of the eligible pending bills. The County was committed to
clear the bills by June 2020. A supplementary budget was to be done in January,
2020.

h) Migori County

Had paid 48.1% of the eligible pending bills.

i) Mombasa County

Had paid 44.5% of the eligible pending bills.

j) Nairobi City County

Had paid l7o/o of the eligible pending bills. The County had revised its budget
to pay Kshs 3.2 Billion of the pending bills.

k) Nandi County

Had paid 66.7% of the eligible pending bills. The County had revised its budget
in order to pay Kshs.250 million. The balance would be paid in FY 2020121.

l) Narok County

Had paid 52.7% of the eligible pending bills. The County was committed to clear
the verified pending bills by June 2020. Through audit would be required on the
ineligible pending bills.

m) Tana River County

Had paid 39.2% of the eligible pending bills. The County was committed to clear
the pending bills through supplementary budget.

n) Tharaka Nithi County

Had paid 44.1% of the eligible pending bills. The County was committed to clear
the pending bills in 3 three installments. Supplementary budget prepared to clear
Kshs 221 million.

o) Vihiga County,

Had paid 17% of the eligible pending bills. The county had prepared

Supplementary Budget with view of paying Kshs 450 million.
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Recommendations

The Committee made the following recommendation, That, -

a) the County Governments having made substantial progress towards settling the Pending

Bills, the Committee recommends that the House does not approve the decision of the

Cabinet Secretary, National Treasury to stop the transfer of funds to the listed fifteen

(1 5) County Governments.

b) the Controller of Budget and the National Treasury should submit to the Senate a report

detailing the status of payment of pending bills and reconciled amounts of pending bills

of all the Counties within by 5* March, 2019.

c) the National Treasury to review the IFMIS system to provide for ageing of creditors.

d) the Public Finance Management Act, 2012 be amended to provide for payment on a

First-In- First- Out (FIFO) basis. This will ensure compliance with various accounting

standards which treat debt repayment as a first charge on revenue.

e) the National Treasury and County Governments to enhance technical capacity in

budgeting and accounting in the County Treasury to ensure adherence with the

principles of putrlic finance and Standard Charts of Accounts.

f) the Public Finance Management Act, 2012 be amended to ensure payments are made

on time by introducing a prompt pay system where if a valid invoice is not paid within

certain time, it automatically attracts interest.
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Annex

1. Minutes of the Committee

2. Letter from the National Treasury

3. Report from the office of Controller of Budget

4. Submission from the County Governments
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MINUTES OF THE 12OTH MEETING OF THE SENATE STANDING CoMMITTEE oN
FIN^A.NCE AND BUDGET HELD ON TUESDAY, 26'h NOVEMBER, 2019 AT COUNTY
HALL, GROUND FLOOR BOARDROOM, PARLIAMENT BUILDINGS AT 11:00 AM.

PRESENT
l. Sen. (Eng) Mohamed M. Mahamud, CBS, MP
2. Sen. Moses Wetarrgula, EGH, MP
3. Sen. Aaron Cheruiyot, MP
4. Sen. (Dr) Ali Abdullahi Ibrahim, CBS, MP
5. Sen. CPA Farhiya Haji, MP

ABSENT WITH APOLOGY
1. Sen. (Dr) Isaac Mwaura, CBS, MP
2. Sen. Mutula Kilonzo Junior, MP
3. Sen. (Dr) Rose Nyamunga, MP
4. Sen. Boniface Mutinda Kabaka, MP

SECRETARIAT

1. Mr. Crispus Njogu
2. Ms. Lucy Radoli
3. Mr. Joash Kosiba
4. Mr. Stephen Nyakuti

Chairperson

Member

Member

Member

Member

- Vice Chairperson
- Member
- Member

- Member

- Clerk Assistant

- Legal Counsel
- Parliamentary Budget Office
- Audio Officer

- Ag. CS National Treasury and Planning
-CAS National Treasury and Planning
- Director General National Treasury and Planning
- Director General National Treasury and Planning
- Parliamentary Liasion Officer

IN ATTENDANCE _ OFFICE OF CONTROLLER OF BUDGET

Hon. (amb) Ukur Yattani
Hon. Nelson Gramchie
Mr. Albert Mwendil
Mr. Bemard Ndungu
Ms. Isabella Kogei
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MIN. NO. 585/1112019: PRELIMINARIES
The Chairperson called the meeting to order at 1I.22 am and followed a word of prayer.

IVIIN.NO. 586ll,l/20192 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted after it was proposed by Sen. Aaron Cheruiyot, MP and
seconded by Sen. (Dr) Ati Abdullahi Ibrahim, MP

MIN.NO. 587llll20l9: MEETING WITH CABINET SECRETARY NATIONAL TREASURY
AND PLANNING TO DELIBERATE ON THE STOPPAGE OF
TRANSFER OF FUNDSTO COUNTY GO\TERNMENTS WITH
PENDING BILLS.

The Chairperson welcorned the Cabinet Secretary and his team.

After introduction, the Chairperson welcomed the Cabinet Secretary to brief the Committee.

The Committee was informed as follows-
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The National Treasury issued a circular No. 1 812019 Ref: IGFR/Pending Bills/01/A (18) dated

22"d October 2019 to all 47 County Governments giving a way forward in settlement of County

Government Pending Bills.

Controller of Budget (COB) report on the special audit by Office of the Auditor General (OAG)

indicated that out of a total Kshs. 88.98 billion pending bills presented for audit to the AG, bills

amounting to Kshs. 51.2 billion were reported as payable while Kshs.37.7 billion lacked

sufficient documentations to support services rendered or work done and therefore not

recommended for payment.

During the meeting of Intergovernmental Budget and Economic Council (IBEC) on l8th June

2019, it was resolved that The National Treasury would release at least Kshs. 65 billion to the

Counties on or before 30th June 2019 to enable settlement of the eligible pending bills in the first

instance and the balance if any for running their functions. National Treasury henceforth released

Kshs. 65 billion to all the Counties as agreed. Our analysis shows that the following twelve (12).

They are:

J

1. Elgeyo Marakwet
2. Homabay
3. Kajiado
4. Kericho
5. Kilifi
6. Kwale
7. Laikipia

8. Makueni
9. Nyamira
10. Nyandarua
11. Nyeri
12. Uasin Gishu

4 In addition, the following twenty (20) Counties have demonstrated efforts to clear their pending

bills by paying between 5l percent and 99 percent;

1. Taita Taveta (51)
2. Turkana (52)

3. Kisumu (56)

4. Meru (61)
5. Samburu (61)
6. Nakuru (6a)
7. Murang'a(69)
8. Mandera (69)
9. Kisii (69)
10. Busia (71)

1 l. Marsabit (73)
12. Bungoma(77)
13. Siaya (79)

14. Transzoia (80)

1s. Kittli (89)
16. West Pokot (90)
17. Embu (93)
18. Kakamega (95)
19. wajir (96)
20. Lamu (98)

5 However, the following 15 County Governments have not complied with the IBEC resolution

and have not made any effort to clear their pending Bills between lst of July and end of October

2019;
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1. Narok (9) 9. Tana River (22)

2. Machakos (16) 10. Migori (24)

3. Nairobi City (17) 11. Tharaka-Nithi (27)
4. Vihiga (18) 12. Bonnet (30)

5. Isiolo (20) 13. Kirinyaga (31)
6. Mombasa (36) 14. Nandi (34)

7. Garissa (43) 15. Baringo (44)

8. Kiambu (41)

6. During the same meeting, it was agreed that each County Government should establish an

ineligible Pending Bills Resolution Committee to develop a framework for resolving ineligible

pending bills contained in the special report of the OAG. As at 28s October }OL9,COB reported

that out of the 47 Counties, twenty-eight (28) had established the Committees.

7. National Treasury Decision was based on Article 225 of the Constitution, which mandates the

National Treasury to intervene at the County level for purposes of expenditure control in cases

where Counties are involved in serious or persistent material breach of the law relating to public

finances. Such seriou.s or persistent material breach have been elaborated in the PFMA Section

e4(1) (A)

8. In line with that, The National Treasury;

D Invoked the powers under section 97 of the PFMA to immediately stop the transfer of the

FY 2019120 equitable share of revenue with effect from I'tDecember 2019 due to the 15

county governments that have not made any effort between ltt July and the end of October

2019 to clear the stock of their eligible pending bills in accordance with the law. These

counties have persistently refused to pay the eligible pending bills which as you know should

fdrm a first charge.

ii) To stop the transfers of Conditional Grants to these 15 Counties for this Financial Year

201912020.

iii) to continue monitoring the stock of debt of pending bills which is estimated at Ksh 28 billion

and take appropriate measures to ensure prompt payment.

iv) To monitor the process of establishment of ineligible pending bills committees by the county

government a.s directed by the IBEC as well as the verification of the ineligible pending bills

and status report of the ineligible bills submitted.

9.Section 97(2) of the PFMA 2012, states that not later than seven days after the date of the decision

to stop the transfer of funds, the Cabinet Secretary shall seek approval from Parliament. The

National Treasury had wriuen a letter dated 25 ft November 2019 forwarding the Circular to

Parliament seeking l.heir approval.
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10. Additionally, in respect to Section 97O(a), National Treasury had written a letter to the Controller

of Budget (COB) informing of National Treasury's decision to invoke the stoppage of transfer of
equitable share of revenue for FY 2019120 to the 15 County Governments with effect from I 't
December,2}lg.

11. Members of the Committee informed that the Cabinet Secretary that they supported the move.

They however cautioned that services that were crucial such as Health Services should not be

interrupted. Additionally members indicated that the process should be done openly void of
comrption and favoritism as has been the past. It was said that pending bills that should be paid as

bills that were received first, meaning First in and first out.

12. Members also raised concern at some of the data presented by the Cabinet Secretary. This is

because some counties requested funds from the Controller of Budget, however once the funds

were released to pay service providers, counties used that money to do something else.

13. The Committee was informed that critical services would not be affected by the stoppage of funds.

Additionally, the stoppage of transfer would apply to 50Yo of equitable share which is meant for

development purposes.

MIN.NO. 588/11/2019: ANY orHER BUSINESS AND ADJOURNMENT

There been no other business

Tuesday, 3th Decemb er, 2Ol
the Chairperson adjourned the meeting at 12:53 pm. Next meeting
1l am.

SIGNATURE.........
(CHAIRPERSON: SEN. (EN

i
DArE..... ......)-.

MAALIM MAIIAMUD))Mo

\,\ t5
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MINUTES OF THE I21ST MEETING OF THE SENATE STANDING CoMMITTEE
ON FINANCE AND BUDGET HELD ON TUESDAY, 3M DECEMBER, 2OT9 AT
COUNTY HALL, GROUND FLOOR BOARDROOM, PARLIAMENT BUILDINGS AT
11:00 AM.

PRESENT
1. Sen. (Eng) Mohamed M. Mahamud, CBS, MP
2. Sen. Mutula Kilonzo Junior, MP
3. Sen. Moses Wetangula, EGH, MP
4. Sen. (Dr) Rose Nyamunga, MP
5. Sen. Aaron Cheruiyot, MP
6. Sen. (Dr) Ali Abdullahi Ibrahim, CBS, MP
7. Sen. Boniface Mutinda Kabaka, MP

ABSENT WITH APOLOGY
l. Sen. (Dr) Isaac l\4waura, CBS, MP
2. Sen. CPA Farhiya Haji, MP

SECRETARIAT

l. Mr. Christopher Gitonga
2. Ms. Lucy Radoli
3. Mr. Stephen Nyakuti
4. Ms. Anne Murage
5. Ms. Emily Kadzo

- Clerk Assistant

-Legal Counsel

- Audio Officer
- Pupil
- Pupil

- Deputy Controller of Budget
- Director legal Affairs
- Manager Legal Affairs

- Chairperson
- Member
- Member
- Member
- Member
- Member
- Member

- Vice Chairperson
- Member

IN ATTENDAIICE _ OFFICE OF CONTROLLER OF BUDGET

1. Mr. Stephen Masha
2. Ms. Rhoda Rutto
3. Mr. W. Tuti
4. Mr. Mark Kipkoeoh

MIN. NO. 590/1212019: PRELIMINARIES
The Chairperson called the meeting to order at 1 1.18 am and followed a word of prayer.

MIN.NO. 591/l2l20l9z ADOPTION OF THE AGENDA

The agenda of the meeling was adopted after it was proposed by Sen. Mutula Kilonzo Junior,
MP and seconded by Sen. (Dr) AIi Abdullahi Ibrahim, MP

MIN.NO. 59211212019: MEETING WITH CONTROLLER OF BUDGET TO
DELTBERATE ON THE STOPPAGE OF TRANSFER OF FUNDS
TO COUNTY GO\TERNMENTS WITH PENDING BILLS.
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The Chairperson welcomed the representatives from the Office of Controller of Budget. He

also noted that sectio n 97 (3) of the PFM Act provides that within 1 4 days after the decision to

stop the transfer of funds is made; the Controller of Budget shall investigate the matter and

submit a report to Parliament.

After introduction, the Chairperson welcomed the representatives to brief the Committee on

their report.

The Committee was informed as follows-

1. The Ag. Cabinet Secretary, National Treasury vide a letter dated 25th November, 2019

informed the Controller of Budget on the decision to stop the transfer of funds to fifteen

(15) county governments as required by PFMA section 97(l).

2. The communication led the office of the Controller of Budget to undertake investigations

and report on the findings.

3. The Counties affected are analysed as follows

a) Baringo Counfy
The Special Report on Pending Bills as at 30s June 2018 indicated that the total
pending bills were Kshs. 45,765,998 comprising of Kshs. 24,046,826 and Kshs.
21,719,172 as eligible and ineligible bills respectively.

i. The County submitted-

ii. the list of the pending bills for the suppliers in FY 2Ol7/18, and

iii. ttre status of payment for each bill.
From the list availed, eligible bills paid after 30th June 2018 was Kshs.
31,630,374.06. The county reported that all eligible pending bills as verified by OAG
had been settled as at 306 November,2}lg

b) Bomet County
The Special Report on Pending Bills as at 306 June 2018 indicated that the total
pending bills was at Kshs. 1,253,551,181. This comprised of Kshs. 1,190,167,877
and Kshs. 63,383,304 as eligible and ineligible bills respectively.

The County submitted-

i. the Pending Bills Ad hoc Committee Report, and

ii. a letter referenced CGB/G\rl.IAITl4gllll dated 25ft November 2019 to the
Cabinet Secretary National Treasury and Planning

From the documents availed, eligible bills paid after 30e June 2018 was Kshs.
792,312,268. The outstanding eligible pending bills verified by OAG as at 3Oth

November , 2019 were Kshs . 397 ,855 ,609 as at 3 Oft November , 2019 . However, the
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County reported a figure of Kshs. 143,238,937-35 as eligible bills. The payment
represents a 66.6Yo of the eligible pending bills.

c) Garissa Counfy
The Special Report on Pending Bills as at 30th June, 2018 indicated that the total
pending bills were Kshs. 2,553,348,202 comprising of Kshs. 2,307,530,407 and
Kshs. 245,817,795 eligible and ineligible bills respectively

The County submitted-

i. Bank statements for the period June 2018 to 30ft November,20lg,
ii. Internet Banking Reports as at 30th November,
iii. Approved Budget for FY 201912020;
iv. pending bills repayment plan; and
v. pending bills payment status.

From the documents availed, eligible bills paid after 30m June 2018 was Kshs.
1,354,476,068. The outstanding eligible pending bills balance as at 30th November,
2019 were Kshs .953,054,339 The payment represents 58.7% of the eligible pending
bills.

d) Isiolo Counfy
The Special Report on Pending Bills as at 30n June 2018 indicated that the total
pending bills were Kshs. 1,336,274,795 comprising of Kshs.1,258,372,703 and
Kshs.77,902,092 as eligible and ineligible bills respectively.

The County submiued-

i. pendi.ng bills status letter, and

ii. repay;ment plan for the eligible bills,

iii.list of'paid pending bills as at29th November,2}lg,

iv. list of ineligible pending bills,

v. letter to the Controller of Budget on payment of pending bills dated 19th
June,2019.

From the dor:uments availed, eligible bills paid after 30m June 2018 was Kshs.257,
296,160. The outstanding eligible pending bills verified by OAG as at 30ft
November,2019 were Kshs. 1,001,076,543. The payment represents a20.4Yo of the
eligible pending bills.

e) Kiambu County
The Special Iteport on Pending Bills as at 30ft June 2018 indicated that the total
pending bills was at Kshs. 2,312,759,531 comprising of Kshs. 1,831,618,030 and
Kshs. 481,141,501 as eligible and ineligible bills respectively.
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i. Status Report on payment of pending bills;
ii. letter on pending bills Ref: KCG EEP12!O},A/OL V/30 dated 27ft November,

2019 addressed to the CS,

iii.Nf and copied to OCOB; and

iv. commitment letter on settlement of pending bills Ref:
KCG/ADI\'{/6|42NOL.II144 dated 29ft November,2019 addressed to rhe CS,
NT and copied to OCOB.

From the document availed, eligible bills paid after 30th June 2018 were Kshs.
798,757,152. The outstanding eligible pending bills verified by OAG as at 30il,
November,2019 were Kshs. 1,032,860,872.The payment represents a34.5Yo of the
eligible pending bills

0 Kirinyaga County
The Special Report on Pending Bills as at 30th June 2018 indicated that the total
pending bills were Kshs. 1,328,459,563 comprising of Kshs.741,080,963 and Kshs.
587,378,600 as eligible and ineligible bills respectively.

The County did not submit any documents on payments of outstanding eligible bills.
The eligible bills paid after 30s June 2018 was Kshs. 227,245,701. The outstanding
eligible pending bills verified by OAG as at 30th November, 2019 were Kshs.
513,835,262.The payment represents a3lYo of the eligible pending bills.

g) Machakos County
The Special Report on Pending Bills as at 30ft June 2018 indicated that the total
pending bills were Kshs. 1,286,526,181 comprising of Kshs. 942,363,607 and
Kshs. 344,162,574 as eligible and ineligible bills respectively.

The County submitted-

i. letter on status of Machakos county pending bills, and

ii. appeal against stoppage of relcases dated 20th November 2019 Ref
MCG/CECM-FIN/CS-NT/ 1 9;

iii. letter on status of Machakos county pending bills and appeal against
stoppage of releases dated 29th November 2019 Ref MCG/CECM-
FIN/OCOBi l1-19; and

iv. copies of bank statements in Excel sheet from January 2019 to 30ft
November,2019.

From the documents availed, eligible bills paid after 30ft June 2018 were Kshs.
236,916,704. The outstanding eligible pending bills verified by OAG as at 30ft
November,2019 were Kshs . 705,446,903. The repayment represents a 25.14% of
the eligible pending bills.

h) Migori County

4



The Special Report on Pending Bills as at 30th June 2018 indicated that the total

pending bills were Kshs. 1275275208 comprising of Kshs. 1,007,373,410 and

Kshs267876798 as eligible and ineligible bills respectively.

The County submitted-

i. a schedule of payments towards pending bills as at 30s November,2}lg.
From the submitted schedules, the eligible pending bills paid after 30n November,
2019 were Kshs.484, 154,811 while payments for ineligible pending bills were
Kshs. 106,672,043.10 The outstanding eligible pending bills verified by OAG as

at 30m November , 2Ol9 were Kshs . 523,218,599. The payment represents a 48.1
%o of the eligible pending bills.

D Mombasa County
The Special Report on Pending Bills as at 3Oth June 2018 indicated that the total
pending bills were Kshs. 5,347,786,393 comprising of Kshs. 3,545,800,427 and
Kshs. 1,801,985,966 as eligible and ineligible bills respectively.

The County submitted

i. a letter ref:CECM/F &EP I ADM/201 ll I 19 I (1) dated 20th November, 2019,

ii. copies of bank statements (for payments to suppliers and/ contractors
only),

iii. itax general ledger report for the period covering November 2015 to
November 2019 and, RTGS transaction details report and Bank deposit
slips (for PAYE taxes).

From the documents availed, eligible pending bills paid after 30s June 2018 were
Kshs.1.58 billion. The outstandingpending bills as verified by OAG as at 3Oth

November.2019 was Kshs. 1.97 billion. The repayment represents a 44-5% of the

eligible pending bills.

j) Nairobi Cify Counfy
The Special Report on pending bills as at 30n June 2018 indicated that the total
pending bills were Kshs. 23,139,794,063 comprising of Kshs. 11,783,829,072
and Kshs. 11,355,964,991 as eligible and ineligible bills respectively.

The County submitted-

i. Auditor General Report on pending bills;
ii. bark statements;

iii. County approved budget for the financial year 201912020; and

iv. IFMIS payment records dated I't January 2019- 30n November 2019.
From the documents availed, eligible bills paid after 30ft June 2018 was Kshs.
3,631,491,266.The outstanding eligible pending bills verified by OAG as at 30ft
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November,2019 were Kshs. 8,152,337,806. The payment represents a lToh of
the eligible pending bills.

The pending bills of Kshs. 3,631,491,266 includes Kshs.2 Billion paid to Kenya
Revenue Authority which was not originally reported by the Auditor General as

an eligible pending bill.

k) Nandi County
The Special Report on Pending Bills as at 30m June 2018 indicated that the total
pending bills were Kshs. 1,447,847,605 comprising of Kshs. 942,307,841 and

Kshs. 505,539,764 as eligible and ineligible bills respectively.

The County submitted-

i. copies of bank statements to the OCOB; and

ii. a letter dated 19th November, 2019 from the county government showing the
summary of pending bills.

From the documents availed, eligible bills paid after 30th June 2018 was Kshs.
625,819,018. The payment represents 66.7% of the eligible pending bills. The
outstanding eligible pending bills verified by OAG as at 30m November, 20lg
were Kshs. 3 16,488,823.

l) Narok County
The Special Report on Pending Bills as at 306 June 2018 indicated that the total
pending bills were Kshs. 2,056,439,795 comprising of Kshs. 1,980,736,070 and
Kshs. 75,703,725 as eligible and ineligible bills respectively.

The County submitted-

i. a schedule of status of pending bills as at November 2019 which indicates
the amount paid to date as Kshs. 1,043,871,048; and

ii. a list of suppliers paid.
From the documents availed, eligible bills paid after 30ft June 2018 was Kshs.
180,625,471. The outstanding pending bills as at 306 November, 2019 were
Kshs. 936,865,022. The payment represents a 52.7Y0 of the eligible pending
bills.

m) Tana River County
The Report as at 3Oft June, 2018 indicated that the total pending bills were Kshs.
1,202,679,386 comprising of Kshs. 507,082,631 and Kshs. 695,596,755 as

eligible and ineligible bills respectively.

The County submitted-

i. list of eligible Pending Bills as at 30s June 2018;
ii. List of ineligible Pending Bills as at 30n June 2018;
iii.I.ist of eligible Pending Bills paid as at 30ft June 2018;
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iv. Central bank of Kenya statement of Account 1000170708 Tana River
County Development for the period lst January 20192019 to 30th June
201 9; and

v. Central bank of Kenya statement of Account 1000170708 Tana River
County Development for the period lst July 2019 to 2nd Decernber 2019.

From the documents availed, eligible bills paid after 30ft June, 2018 was Kshs.

198,972,194.15. The outstanding pending bills as at 30ft November, 2019 were

Kshs. 308,110,436.85. The payment represents a 39.2% of the eligible pending

bills.

n) Tharaka Nithi County
A special audit of pending bills of County Government of Tharaka Nithi indicated
that the total pending bills were Kshs. 1,112,652,892 comprising of Kshs.

701,871,919 and Kshs. 410,780,973 as eligible and ineligible bills respectively.

The County submitted-

i. Approved County Budget,

ii. ttre Supplementary Budget and Appropriation Bill, 2019, and

iii.the list ofpending bills paid as at2}thNovember,2019.
From the documents availed, eligible bills paid after 30th June 2018 were Kshs.

486,007 ,9,{8. The payment represents a 44.1 % of the eligible pending bills. The

outstanding pending bills as at 3 Oth November , 2019 were Kshs . 215 ,863 ,97 I .

The County Government has included the outstanding eligible pending bills
amounting; to Kshs 221,982,953 million in the supplementary budget of FY
201912020 which is currently before the County Assembly

o) Vihiga County
The Report indicated that the total pending bills were Kshs. 2,037,052,291

comprising of Kshs. 1,151,148,522 and Kshs. 885,903,769 as eligible and

ineligible bills respectively.

A report strbmitted to the Office of the Controller of Budget indicates that eligible
bills paid after 3Oth June 2018 amounted to Kshs. 191,915,284.18 representing

l7o/o of the total eligible pending bills. The outstanding pending bills as at 30th

November,2019 are Kshs. 959,233,238. The relevant documents to support the

exercise were not provided.

A review of the Vihiga County FY 2019120 Approved Supplementary Budget I
reveals that the County has allocated Kshs. 100,000,000 towards payment of
eligible pending bills. The County has made a proposal to factor an additional
Kshs.350, 000,000 in the Supplementary Budget Il.
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a) Failure by the county governments to effectively align their procurement plans to
the cash flow plans and approved plans

b) Delayed tendering and procurement processes affect completion rates and
processing of payments

c) Failure of the National Treasury to release funds on timely basis to the county
governments in accordance with the approved disbursement schedule.

d) Underperfornance of own source revenue collection leading to budget deficits
and unfunded commitments

e) Operational delays caused by IFMIS downtimes thus affecting clearance of
payments in the system

0 Project cost variation leading to higher cost than the budget allocations
g) Failure by accounting officers to adhere to set budget resulting to commitments

higher than the budgetary allocation.

5. During the exchequer requisition process, the county treasury requests for grant of funds

from the COB. The requisition indicates specific votes to be funded and amounts to be

withdrawn from exchequer account.

6. After verification of documents, if satisfied, the COB approves the withdrawal and CBK

transfers the funds from County Revenue Fund to county operations accounts. This

account is managed by the respective accounting officers. These accounting officers have

a voiding rights, thus they may stop payments for which authorization was sought.

However, the funds are never transferred back to the CRF. A system had been to automate

the process and ensure in case, voiding rights are exercised, the funds revert back to CRF.

7 . The representatives recommended that-

a) Review the law to ensure creditors are paid within a specified time. Failure
to which the credit should attract an interest.

b) A recovery plan should be developed in line rvith Section 99 of the Public
Finance Management Act, 2012.

c) The 14 county Governments affected should develop a recovery plan in
line with Section 99 of the Public Finance Management Act, 2012.

d) Review of the IFMIS system to provide for ageing of creditors.
e) Amendment of the Public Finance Management Act, 2012 to provide for

payment on a First-In- First- Out (FIFO) basis. This will ensure compliance
with various accounting standards which treat debt repayment as a first
charge on revenue.

0 Enhancement of technical capacity in budgeting and accounting in the
County Treasury to ensure adherence with the principles of public finance
and Standard Charts of Accounts.

g) Review of the law to ensure payments are made on time by introducing a

prompt pay system where if a valid invoice is not paid within certain time,
it automatically attracts interest.
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.No. 593/12/20192 CONSIDERATION oF pRoposED TIMELINES

Committee considered and approved the proposed timelines for the process of approval

stoppage of transl.er of funds to 15 counties. The report would be tabled on Thursday, 51h

20t9.

.No. 594/1212019: ANY orHER BUsrNEss AND ADJOURNMENT

been no other business the Chairperson adjourned the meetin gat 12:53 pm. Next meeting
4th December,2019 at 11 am.
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MINUTES OF THE I22ND MEETING OF THE SENATE STANDING COMMITTEE
ON FINANCE AND BUDGET HELD ON WEDNESDAY, 4TH DECEMBER, 2019 IN
SHIMBA HILLS HALL, FIRST FLOOR, KICC BUILDING AT 11:OO AM.

PRESENT
1. Sen. (Eng) Mohamed M. Mahamud, CBS, MP
2. Sen. Moses Wetangula, EGH, MP
3. Sen. (Dr) Rose Nyamunga, MP
4. Sen. Aaron Cheruiyot, MP
5. Sen. (Dr) Ali Abdullahi Ibrahim, CBS, MP

6. Sen. Boniface Mr:tinda Kabaka, MP

ABSENT WITH APO]LOGY
l. Sen. (Dr) Isaac IVlwaura, CBS, MP
2. Sen. Mutula Kilonzo Junior, MP
3. Sen. CPA Farhiya Haji, MP

SECRETARIAT

1. Ms. Emmy Chepkrvony

2. Mr. Christopher Gitonga

3. Ms. Lucy Radoli
4. Mr. Stephen Nyaktrti
5. Ms. Anne Murage

- Chairperson

- Member
- Member

- Member

- Member

- Member

- Vice Chairperson
- Member

- Member

- Principal Clerk Assistant

- Clerk Assistant
- Legal Counsel

- Audio Officer
- Pupil
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IN ATTENDANCE
See attach,;d list

MIN. NO. 595/12120192 PRELIMINARIES
The Chairperson called the meeting to order at I 1.1 1 am and followed a word of prayer.

MIN.NO. 59611212019: ADOPTION OF THE AGENDA

The agenda of the meeting was adopted after it was proposed by Sen. Boniface Mutinda
Kabaka, MP and seconded by Sen. Moses Wetangula, EGH, MP

MIN.NO. s97/1212019: MEETING WITH COUNTY GOVERNORS TO
DELIBERATE ON THE STOPPAGE OF TRANSFER OF FUNDS
TO COUNTY GOYERNMENTS WITH PENDING BILLS.

After introductions, the Chairperson made remarks on the purpose of the meeting. He noted

that only the 15 county govemors affected by the decision on stoppage of transfer of funds to

county governments who had been invited.
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The County Governments made presentation as follows-

1. Bomet County
On the status of Bomet County Government pending bills, the Governor of Bomet Hon. Dr.

Hillary Barchok, submitted as follows-

a) The office of the Auditor General carried out an audit of pending bills as at 3Oth

June, 2018 and gave a report dated 28ft May, 2019.In the report, OAG placed a

figure of Kshs.l, L90,167,887 as eligible pending bills and Kshs. 63,383,304 as

ineligible. The report went ahead to indicate that as at 156 February,2019 we had

paid Kshs. 505, 625,519leaving Kshs. 684,542,358 as outstanding.

b) The governor raised limitations to the OAG report noting the following-

i. That, the report came before the end of the Financial year therefore it failed

to recognize the payments of pending bitls and other payments made by the

end of the close of the Financial year and,

ii. That, the audit team did not visit projects to do verification but rather carried

out a desktop verification.

c) On 19th June, 2019, the Council of Governors via a letter referenced

COB/COG1002 lYol.3(55), directed all counties to deal with pending bills. They

were advised to form a pending bills committee. The CECM Finance on 11ft,

2019 formed the committee and the names were gazette on 19th July, 2019 as per

the attached gazette notice.

d) The pending bills committee concluded the report. There was a very significant

drop to Kshs. 143,238,937.35 from the earlier figure reported by the OAG. The

period between l't July, 2019 and 3l't October,20l9 have been a dry period. A
part from payment of salaries there was nothing much which happened. This is

because we were implementing a vote on account budget occasioned by the

impasse between Senate and National Assembly on revenue Allocation.

e) The Governor assured the Committee of his government commitment to pay

pending bills and indicated that efforts of the county towards the same as follows-

i. Pending bills committee was established and the report has been received

(copy attached).

t
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ii. Over One Hundred Million Kenya Shillings towards payment of pending

bills were set aside (see Budget FY 201912020).

iii. fne county is in the middle of processing payments of over Fifty million

Kenya shillings starting last week when the budget was uploaded.

0 In view of the above commitments and undertakings, he requested the Senate to

assist Bomet County Government to be de-listed from the list of County

Govemnrents set out in the Treasury Circular No.20l2019, dated 19n November,

2019.

2. Garissa County
The Governor for Isiolo conveyed the apologies of the Governor for Garissa

County.

3. Isiolo County
H.E Dr. Muhammed Kuti, the Governor County Government of Isiolo appeared before

the Committee and gave his presentation on the matter of the pending bills for Isiolo

County.

He informed the Committee that:

a) The County inherited approximately Kshs.914,064,969 as pending bills.

b) The County Government of Isiolo has paid Kshs. 257,296,159.95 as pending bills.

c) Eligible pending bills amount to Kshs. 596,814,522.81. The County will stagger the

amount over the next two financial years that is 2019120 and 2020121.

d) The County plans to pay Kshs. 350,000,000 and Kshs. 246,814,522.84 in the FYs

2019120 and 2020121 respectively to clear the eligible pending bills of Kshs.

596,814,522.84.

e) The County has budgeted Kshs. 150,000,000 in the first supplementary for FY

2019120. A figure of Kshs. 200,000,000 will be budgeted for the next financial year

202012t.

0 The County will further investigate the ineligible pending bills totaling to Kshs.

610,134,606.76 through the County Pending Bills Committee and share the findings

1
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with the Office of the Controller of Budget, the Office of the Auditor General and

the National Treasury.

Governor Dr. Kuti further informed the Committee that:

a) Under the circumstances, the County Government of Isiolo will strictly follow

these timelines to ensure that the issue of pending Bills is resolved and does not

recur.

b) In summary, the pending bills at29th November,2org are as follows:

. Eligible - Kshs. 596,g 14,522.94

. Ineligible - Kshs. 610,079,446.76

o Amount from defunct local authority - Kshs. 109,047,309

o Total - Kshs. 1,314,941,277.60

c) It was prudent to note the total amount of pending bills at the end of every term of
a governor before handing over.

4. Kirinyaga County
H.E Anne Waiguru, the Governor County Government of Kirinyaga appeared before

the Committee and gave her presentation on the matter of the pending bills for

Kirinyaga County.

She informed the Committee that:

a) On assumption of Office August 2017, the County had pending bills amounting to

Kshs. 296.1Million. The internal review report of the County indicates that about

50 percent belong to a single individual. The person later died in a mysterious

circumstances and the matter is with the Directorate of Criminal Investigations.

b) The governor later on requested the Office of the Auditor General to undertake a

Special Audit to authenticate the pending bill that amounted to Kshs. 296.LMillion

as per what was the figure in August, 2017. At the time the County didn't have the

budget for such an audit. However, the Office of the Auditor General agreed to

undertake the special audit at their own cost in May, 2018 which commenced in

July the same period.

?
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c) The Draft Special Audit Report was tabled by the Office of the Auditor General to

County Government of Kirinyaga in January, 2019 and indicated that pending bills

verified amounted to Kshs. 461 Million. The County Government expressed

dissatisfaction on the reported figures and requested further verification.

d) In June, 2A19, the Office of the Auditor General further released a second draft of

the Special Audit Report on the pending bills that indicated the pending bills for

Kirinyaga County as at 30ft June 2018 as Kshs. 531 Million and later on Kshs.

74l Million.

e) After the trend in the discrepancies from August, 2017 to June 2019, in July, 2019,

the Office of the Controller of Budget sought clarification the pending bills of
Kirinyaga County in a letter that was copied to the Special Secretary,

Intergovemmental Budget and Economic Council highlighting the discrepancies in

the special audit reports vis a vis records held by the Counties.

The Governor firrther informed the Committee that:

i. It has not been clear on the true [position of the pending bills.

ii. The County has very minimal pending bills for the periods 2017l18-2018119

FYs as most has been [paid off in the subsequent budgets.

iii. The County has already factored in Kshs. 100 Million in the supplementary

budget one of 201912020 FY to pay eligible pending bills upon verification.

iv. In summary

. Eligible pending bills reported I't Audit - Kshs. 461,738,753

. Eligible pending bills reported2d audit - Kshs.741,080,963

o Contested Bills (Variance) - Kshs. 279,342,210

. Payment as per the CoB Report - Kshs. 227,245,701

. Outstanding eligible bills as per the initial report -Kshs. 461,738,753

o Less payments as afore-mentioned - Kshs.227 ,245,701

o Total Outstanding - Kshs. 234,493,052
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The Governor concluded by stating that the amount of the total outstanding pending bills

as per her presentation included an amount of Kshs. 179,640,927 belonging to a single

individual whose case is under investigations by the DCI as earlier mentioned.

5. Machakos County
On the status of Machakos County Government of Machakos pending bills, the

Governor of Machakos Hon. Alfred Mutua, EGH submitted as follows-

a) In compliance with the directive to settle pending bills, the following measures

have been initiated and implemented by the County-

b) On payrnent of pending bills- The Audit Report came at the end of May,2019

and the last two tranches of funds were released on 5ft July, 2019, which was a

few days to the closure of the Financial Year20l8l20l9. This did not give enough

window to pay pending bills. The county has been able to pay a total of Kshs.

245 Million and a further amount of Kshs. 230 Million has been processed to IB

and Form A is at the office of the Controller of Budget. Once approval is granted

this will bring the total amount paid to date to Kshs. 475 Million. This is a

significant reduction from the original balance of Kshs. g42Million out of which

Kshs. 241 Million is going through the verification by the pending bills

verification team leaving an eligible pending bill amount of Kshs. 225 Million.

c) Schedule of a summary of the current status (Amount in Kshs)

Balance Per OAG (Kshs) 942,362,607.30

Less.

Paid per OCOB verification 245,062,965.00

Funds Requested at OCOB 229,959,991.00

Pending fuither Verification 241,652,617.55

Balance being processed via IFMIS 225,697,033.75

d) On Compliance with the National Treasury and Office of the Controller of Budget

Circulars- Machakos County has established the Pending Bills Committee in

compliance with the directive contained in the Controller of Budget letter

COB/COG1002NO.3955 dated 19th June, 2019 and Controller of Budget

circulars No. 2312018 and No.2/2019. Ref: Gazette Notice No. 8994 dated 20th

September,2019.

t
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e) Further to ensure full compliance with the directive, the CECM - Finance and

Economic Planning also issued a circular dated 2nd July, 2019, bringing the

contents of the National Treasury and Office of the Controller of Budget circulars

to the attention of all the Accounting Officers.

0 On the Payment plan for the balance of the eligible and ineligible pending bills-

In view of the fact that there are limited resources and services to the people must

be delivered so as to avoid occasioning crisis, the county proposed to pay the

remaining eligible pending bills balance of Kshs. 225 million within the next

three months although the Circular from the Office of the Controller of Budget

had given counties to clear the eligible pending bills by June, 2020.

g) The County fuither proposes to phase the payment of the balance of ineligible

bills pending verification, once cleared by the pending bills Committee by 30th

June,202l.

h) In view of the submissions and the actions taken to manage the pending bills, the

Governor requested the Senate to intervene and ensure Machakos is removed

from the list of Counties which have not complied with the directive to pay

pending trills as it had demonstrated substantial compliance.

i) The Govr:rnor further requested that the equitable share and conditional grants

releases to the county continue unintemrpted.

6. Nairobi City County
H.E Mike Mbuvi, the Governor County Government of Nairobi City appeared before

the Committee and gave his presentation on the matter of the pending bills for Nairobi

City County.

He informed the Committee that:

a) The Receivables to Nairobi County Government from Land Rate Defaulters by 30s

November, 2019 were totaling to Kshs. 706,748,728,881 .27 olt of which National

Government owes Kshs. 236,920,630,330 in lieu of land rates.

b) The debts/ payables for goods and services by Nairobi City County Government

totaling to Kshs. 23,139,794,063.

!
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c) Payable Pending Bills by Nairobi City County Government as audited by the Office

of the Auditor General totaled to Kshs. 11,193,g29,072.

d) The Nairobi City County Government payments to pending Bills as contained in the

Controller of Budget Report and KRA totaling to Kshs. 3.9 Billion are as follows:

o Payments to suppliers - Kshs. 2,102,087,898

o Payments to KRA - Kshs. 2.0Billion

e) The National Government needs to pay the NAIROBI City County totaling to Kshs

236,920,630,330.

0 The County urgently requests the Senate to intervene for the payments to be made

by the National Government.

g) There was an agreement with the National Government that is the National Treasury

indicating that they will pay Kshs. 8.1 Billion in a proposed financing agreement for

the debt affears.

Governor Sonko further informed the Committee that:

a) Nairobi City County Government should not be classified as not paying pending bills

because the Nairobi City County Government has paid over Kshs. 4 Billion. This

includes suppliers up to November 2019 at Kshs. 2,102,087,898 and KRA Kshs. 2

Billion.

b) Nairobi City County Government has budgeted Kshs. 3.2 Billion thus towards payment

of pending bills during FY 2019120. The County paid Kshs. 2.1 Billion totaling to Kshs.

5.3 Billion.

c) There should be immediate release of Kshs. 8 Billion by the National Treasury to pay

the balance of pending bills estimated at Kshs. 9 Billion.

d) The County will make alrangements to clear Kshs. 225 Billion and ensure that some

money is left for improvement of service delivery.

7. Nandi County
The Governor, Hon. Stephen Sang informed the Commiuee that-
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a) The 15 cotrnties that were flagged had repayment rate of pending bills less than

50%. The County government had had by 30ft November paid about 66% of the

pending bills.

b) The county had paid 625million and there was a supplementary budget which had

proposed to pay Kshs. 252 million.

c) The balance of the pending bills would be cleared in the next financial year

2020/21.

d) Requested the County to be expunged from the list of non-compliant counties.

8. Narok County
On the status of Narok County Government of Narok pending bills, the Governor

of Narok Hon. Samuel K. Tunai, EGH submitted as follows-

a. The Governor submitted that he had written to the Ag. Cabinet Secretary National

Treasury and Planning on 22nd November, 2019 and held a meeting with him on

26s November, 2019. He informed the Committee of his undertaking to utilize

the funds released to Narok county for November,2019 for payment of salaries

and apply the balance of which shall not be less than Kshs. 500,000,000/- towards

the pending bills, which as at 20m November,2}lg stood at Kshs. 936,865,023.

b. The county further undertook to offset the balance of the pending bills by

committing Kshs. 200,000,000/- in the month of December, 2019 and January,

2020. He assured the Committee that come February, 2020, Narok county shall

be free of pending bills.

c. In view of the above commitments and undertakings, the Governor appealed to

the Senate to intervene and assist Narok County Government to be de-list from

the list oI'County Governments set out in the Treasury Circular No.20l2019,

dated I 9ft November, 2019.

9. Tana River County
The representative of the Governor, CEC member for Finance and Planning informed

the Committee that-

9
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a. On the status of County Government of Tana River pending bills, the county

government submitted its plans to settle the eligible pending bills amounting

to Kshs. 507 ,082,631 from the special report of the OAG.

b. The county government as of 29h November,2}lg has progressively cleared

Ksh. 235, 276,887.55 as per the report submitted to office of the controller of

Budget dated 29ft November, 2079 referenced TRCG/FIN/3i3I3 1.

c. The county government committed to pay Ksh. 171,805, 744 by 31't

December,2019 as evidenced in the certified copy of the County Government

FY 201912020 budget.

d. The outstanding amount of Ksh. 100,000,000 will be cleared in the first

supplementary budget which will be submitted to the County Assembly by 3l.t

January,2020,

e. In view of the above commitments the County Government appealed to the

Senate to remove Tana fuver County from the list of County Governments set

out in the Treasury Circular No.20l2019, dated 19n November,2}l9 as having

failed to demonstrate substantial effort to pay pending bills.

10. Tharaka Nithi County
The Governor informed the Committee that-

i. The report presented by Controller of Budget showed the correct amounts

of pending bills in the County.

ii. fne County had established Pending Bills Committee.

iii. The outstanding bill was Kshs. 215,863,971.

iv. The outstanding bill had been factored in the county Supplementary

Appropriation Act, 2019.

v. The county is committed to settle the bill within the next 3 months

11. Vihiga County
H.E Patrick Saisi, the Deputy Governor County Government of Vihiga appeared

before the Committee and gave his presentation on the matter of the pending bills for

Vihiga County.

I

He informed the Committee that:
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a) The County Assembly of Vihiga in June 2017 commissioned a special audit of

all pencling bill by the Office of the Auditor General.

b) The tota.l pending Bill for Vihiga County Government at the time was Kshs.

2,481,399,292.40

c) In its preliminary report, the Auditor General observed that the figures from the

departments were prima facie faulty as the departments quoted the contract sums

as opposed to the value of the work done and payable amounts pending.

d) Thereafter, the figure was revised Kshs. 1,602,515.84. The figure of Kshs. 1,602,

5151,50i'was purely based on the certificates of works in the files. It does not

necessarily represent the pending bills as per the works done.

e) A scrutiny of the alleged pending bills by the Auditor General left the alleged

pending bills Kshs.826,259,130.04 for consideration by the County Executive.

f) The Office of the Auditor General prepared its preliminary report and asked

departments to respond to several issues raised regarding the pending bills

amounting to Kshs. 826,259,130.04 for consideration by the County Executive.

The Auditor General further made recommendations and conditions for payment

on each of the alleged pending bills.

g) It is from this backdrop that H.E. Dr. Wilber K. Ottichilo constituted an Ad Hoc

Committee to look into and review the alleged pending bills with a view of

coming up with a clear way forward on each and every claim and pending bills

for communication to the contractors.

h) At the preliminary stage, Pending Bills worth Kshs. 190,216,347 had been

approved for payment. These Bills which had the legal documentations and

projects vrlrifiable based on the documentations available atthat stage.

i) Later on, the Office of the Auditor General came in carry out an independent

audit wher:ein it identified Legible and Ineligible Pending Bills and the Ad Hoc

Committee of the County disbanded.

The Deputy Governor filrther informed the Committee that:

l1



a) Some of the Pending Bills cleared as legible for payment by the Auditor General

do not in the opinion of the county meet the legal threshold for procurement and

payment. In one instance a contractor has actually disowned a pending bill
approved as eligible by the Auditor General.

b) The Auditor General recommended the formation of a Committee to check the

ineligible pending bills and went ahead and provided for its membership. There is

no provision for a legal person on the Committee.

c) In the last financial year 20l8l19 Kshs. 100 miltion was set aside for Pending Bills

and Kshs. 57 Million was paid. The Kshs. 43 Million was not paid due to KRA

compliance issues on the part of the contractors. The money was re-budgeted and

is part of the Kshs. 450 Million.

d) The County has prepared and the Country Assembly approved a Supplementary

Budget with Kshs. 450Million for Pending Bills.

MIN.NO. 598ll2l20L9z ANY orHER BUSINESS AND ADJOURNMENT

There been no other business the Chairperson adjourned the meeting at213 pm. Next meeting
Thursday, 5s December, 201

SIGNATURE..
(CHAIRPERSON: SEN. (ENG) OHAMED MAALIM MAHAMUD )

DATE \ 11" lri
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List of In Attendance

Governor Mike Sonko

Governor Anne Waiguru
Governor Alfred Mutua
Governor Sarnuel Ole Tunai
Governor Mtrthomi Njuki
Governor Hillary Barchok
Governor Stephen Sang

Governor Kuti Abdi
Hon Patrick l-umumba
Ms. Lydiah Kwamboka
Mr. Alfred Ideche

Mr. Geoffrey Sore

Mr. Peter Mugo
Mr. Alphonce Mutindi
Mr. Muriuki Mugo
Mr. Paul Musyimi
Mr. Joe Kanunda

Mr. William Kiputich
Ms. Milcah Rono

Mr. Andrew Sigei
Ms. Prisca Muigei
Mr. Samuel Ngila
Mr. Michael Musyoki
Mr. James Kathili
Mr. James Maina
Ms. Veska Kangogo
Mr. Zephania Kioko
Mr. Maina Miani
Mr. Job Gakuya
Mr. Walter Chanua

Mr. Peter Ngechu

Mr. Abdinasil Ali
DR. Sarite salad

Ms. Grace Murnguti

Ms. Jennitah Musula
Ms. Catherine Ngwachu
Mr. Alfred Langat
Mr. Meshack Malakwen
Mr. Eric Murimi
Ms. Lucy Mbiuki

-Nairobi County

- Kirinyaga County
-Machakos County

- Narok County

-Tharaka Nithi County
-Bomet County
-Nandi County

- Isiolo County
-Deputy Governor Vihiga County
- County Attorney Nairobi
- CECM Vihiga
-Legal Advisor Vihiga
-CoS Narok County

-Governors Advisor Nairobi
-Governor Press Kirinyaga
- Nairobi County
-Nairobi County
-Bomet Chief of Staff
- Chief Officer Finance Bomet County
-CECM Bomet County
- Head Budget Nandi county
-Accountant

-Assistant Director Machakos County
-CO Legal Machakos County
- COG Finance

-CECM
-CDF/DAS
-CECM Kirinyaga
-Senior Accountant
-Assistant Director Finance Nairobi County
-CCO Finance

-CFO

- Head of Procurement
-CS

- CO Machakos

-CO Machakos
-CEC Nandi

- CO Finance Nandi County
- Legal Advisor- Tharaka Nithi County
-Liaison Officer Tharaka Nithi County
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MINUTES OF THT] 123RD MEETING OF THE SENATE STANDING COMMITTEE
ON FINANCE AND BUDGET HELD ON THURSDAY, 5'TII DECEMBER, 2019 IN
COUNTY HALL, GROUND FLOOR BOARDROOM, PARLIAMENT BUILDINGS AT
10:00 AM.

PRESENT
1. Sen. (Eng) Mohamed M. Mahamud, CBS, MP
2. Sen. (Dr) Isaac,Mwaura, CBS, MP
3. Sen. Moses Wetangula, EGH, MP
4. Sen. (Dr) Rose Nyamunga, MP

5. Sen. (Dr) Ali Abdullahi Ibrahim, CBS, MP

6. Sen. Boniface.Mutinda Kabaka, MP

7. Sen. CPA Farhiya Haji, MP

ABSENT WITH APOLOGY
1. Sen. Mutula Kilonzo Junior, MP
2. Sen. Aaron Cheruiyot, MP

SECRETARIAT

1. Ms. Emm! Chep,kvvsny

2. Mr. Christopher Gitonga

3. Ms. Lucy Radoli

4. Mr. Stephen Nyakuti

- Chairperson
- Vice Chairperson

- Member
- Member
- Member
- Member
- Member

- Member

- Member

- Principal Clerk Assistant

- Clerk Assistant

- Legal Counsel

- Audio Officer

r

MIN. NO. 599/1212019: PRELIMINARIES
The Chairperson called the meeting to order at 11.11 am and followed a word of prayer

MIN.NO. 60011212019: ADOPTION OF THE AGENDA

The agenda of the meeting was adopted after it was proposed by Sen. Moses Wetangula, EGH,

MP and seconded by lien. (Dr) Rose Nyamunga, MP

MIN.NO. 60111212019: CONFIRMATION OF MINUTES OF PREVIOUS SITTINGS

a) The minutes ol the 120ft meeting held on Tuesday,26'fr November,2019 at I l:00 am

were confirmed as a true record of the proceedings of the Committee having been

proposed by Sen. Moses Wetangula, EGH, MP and seconded by Sen. (Dr) Ali Abdullahi
Ibrahim, MP.

b) The minutes of the 121't meeting held on Tuesday, 3'd December, 2019 at I 1 :00 am were

confirmed as a true record of the proceedings of the Committee having been proposed

by Sen. Moses Wetangula, EGH, MP and seconded by Sen. (Dr) Rose Nyamunga, MP.

1



c) The minutes of the l22d meeting held on Wednesday, 4n December ,21lg at 1 1:00 am
were confirmed as a true record of the proceedings of the Committee having been
proposed by Sen. Moses Wetangula, EGH, MP and seconded by Sen. (Dr) Rose
Nyamunga, MP.

MIN.NO. 60211212019: CONSIDERATION AND ADOPTIoN oF THE REPoRT oN
THE STOPPAGE OF TRANSFER OF FUNDS TO COUNTY
GOVERI\MENTS.

The Committee considered the report on the stoppage of transfer of funds to county

governments and made the following recommendations-

a) the County Governments having made substantial progress towards settling the pending

Bills, the Committee recommends that the House does not approve the decision of the

Cabinet Secretary, National Treasury to stop the transfer of funds to the listed fifteen
(1 5) County Governments.

b) the Controller of Budget and the National Treasury should submit to the Senate a report

detailing the status of payment of pending bills and reconciled amounts of pending bills
of all the Counties within by 5* March, Z0lg.

c) the National Treasury to review the IFMIS system to provide for ageing of creditors.

d) the Public Finance Management Act, 2012 be amended to provide for payment on a
First-In- First- Out (FIFO) basis. This will ensure compliance with various accounting

standards which treat debt repayment as a first charge on revenue.

e) the National Treasury and County Governments to enhance technical capacity in
budgeting and accounting in the County Treasury to ensure adherence with the principles

of public finance and Standard Charts of Accounts.

0 the Public Finance Management Act, 20l2be amended to ensure payments are made on

time by introducing a prompt pay system where if a valid invoice is not paid within
certain time, it automatically attracts interest.

The Committee unanimously adopted its Report on the stoppage of transfer of funds to county

governments having been proposed by Sen. Moses Wetangula, EGH, MP and seconded by Sen.

(Dr) Rose Nyamunga, MP.

2
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.NO. 603/12/2019: ANY OTHER BUSINESS

Committee noted that though the House was set to go on recess on 5ft December,2OIg,

was a pending meeting with stakeholders to deliberate on the Formulae for sharing

among county governments. The Committee resolved that the rneeting be held on

w , 11th December, 2019.

.No. 604/1212019z ANY orHER BUSINESS AND ADJOURNMENT

been no other business the Chairperson adjourned the meetin g at ll :13 am. Next meeting
l lth December, 2019.

SI

: SITN. (ENG) MOHAMED MAALIM MAHAMUD)

s1 1::1D
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REITTUC OFKENYATHE,NATT.NAL r*easinilum PLAAINING
Address: 22921

-Nairobi

2252299

Please euote

mnHP.il:,,*

tr9th F{overnber Z0l9

No.3

When

TO:

REF' o IGFR./Fending Biils / ot / A (24)

Y cmcux.,AR No. 20/201.9

Goveraor, Courty Government of Narok
Governor, Counly Goverrunent of Machakos
Goyemor, Counfy GoVernrnent of Nairobi,City
Governor, County Government of Vihiga
Governor, County Governrnent of Isiolo
Governor, County Govemrnent of Tana River
Governor, Counfy Goverrunent of Migori
Goverr:or, County Government of Tharaka_Nithi
Governoq County Government of Bornet
Governor, County Government of Ku.inyaga
Governor, Countl, Governrnent of Nancli
Governor, Counly Government of Mornbasa
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Governor, Counry Government of Kiambu

Governor, Cor-rnry Government of Gartssa

Governor' CountY Gov

STOPPAGE OF T'RANSFERS

*oi""*, To PAY PENDTNG

emment of Baringo

TO COUNTY GOVtrRNMENTS' DTIE TO

BILLS

Reference is nracre to tlre National rreasu'y ci'cr-rrarNo' l8/2019 Ref: IGFR/Pending Bilts/'1/A

(1g) clatecl22ud october 20r.g to a* 47 county Goverrrnrents p,oviding gr-rida'rce on the settlement

l

of County Governnrents' Pending Bills'

As you may recari, at a nreeting of trre Intergover'mentar Buclget and Economic counc, (IBEC)'

helci o* 18tl'June 2019, it r'vas resolved that atl County Govenrnrents would pay eligible pending

bilrs on a priority basis as a first charge on tr-reir cor-rnty Revenue Funds by end of FY 2ol9l20'll

was fur.trrer resorved trrat the Natio*ar Treasury r,vould rerease at least l(shs' 65 billion to the

counties on 01 berore 30" r*ne 201e to **:":":]'-":',l5l'fl::ff:,1fi.oiff.HiTl

'ffiTj::il,i-I;i,'"" #"::H:": i." :;;;"s 80 3e1 billi'n as a'i

1Stl,Novenrber,20i9toal,Itlre47Cout.ittes.

you county Governnre.t, lrowever, has not cornpiiecl wittr the resorution of IBEC a'rd tl're

Trezrs.iy circurar. on trre settrenre't of cou*rty Goverru,ents' pendir-rg bilis si*ce yor-* county

Qgvellll]lenllrasrrotmaclesignificantefforttoclearl,gurpenciingbills.Reportsfromtlre

Corrtroller.ofBr"rdgetirrdicatetlratyouiravenotrr.radeanypayrrrentofpenctingbillsbetweenl'.

JtrlY ancl 3lst October 2019'

As indicated in otu earlier Circular, tlre National Treastrt.y is nrandated to inter.rene at the County

lever for pul.poses of expe,cliture co*tror i* cases r'vrrere cor'r*ty Goverrunent are in'olved in

serior,rs or per.siste*t material breach of tlre larv rerating to public fi'ances' Sucir seriOus materiai

breaclrlrasbeenelaboratedirrSectiong4oftlrePrMA,Pleasenotetlratfailuretonral<epayrrr.ents

when they are clue is a material breach of Pt?N4A'

I

I
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In light of the above' I hereby invoke section 97 ofifte pFMA to stop transfer of equritabre share
of revenue for the financial yeat 2019/20 to your County Government with effect frorn 1rtffiH l,': ::,l,::T Ji 

" 
H ":;: ;:T.T,"ff": 

c, ea, the sto ck o f eri gi b,e p end ing bi r r s

sovernment to pav the eligible pending b,rs has "*r,rr11l"Hri:Tffi':f,::"T;;
;*ilt;;:."r't 

on businesses' including smail and micro enterprises (SMEs) as werr as
with disabiiity. 

ry vulnerable.segment 
of the population incruding wo.men, youtrr and persons

In addition, no Conditional Grants will be

, 
,.u. 2019/2020 iurtil and trnless amicable settlement of this matter is arrived at.

released to yotir Courty Goverament for this financial

Ivloreover , it has.been noterl that some of the Counf Govemrnents havePending Bills Resolutiora Committees fur accordance with the

not established Ineligible
Governments that have not established ar.e urged to ur.gently estab

decisiont of IBEC. County
a status report to the Cabinet Secretary, the National Treas

iish the commiftees and submit
Conti.oller of Budget aud the Office of flre Auditor General.

ury and pla:rning with a copy to the

UIftIR YATANI

Copy to:

1 Dr. Joseph Kinyua, EGII
Head of the public Service
PO Box 40530_00i 00
NAIROBI

2. .l11tice (RTD.) paut Kihara Kariutd, C.B.S.Attorney General
PO Box 40112
NAIROBI

3. 
fi;f,r*] wycrifre A. oparanya, Ecrtr, cGJ

I [uu]

t



Council of Govenrors

NAIROBI

4. IIon. Eugene Wamalwa' EGH

Cabinet SecretarY

*t,r", of Devoiution and ASAL

NAIROBI

5. Dr. Patrick Omutia' CBS

ifi:i$ff ffitfiI"' B uc1 get a*d E cono mic c or'rnc il(IBE c)

NAIROBI

6. CPA StePhen Masha

Ag' Controllei of Burdget

",Binra House

N4JRoBI

7 ' 
ffi*iTill::i};';ii, crlaree orcountv Pendi*g Biirs Audit

Om"e' of the Auclitot General : I

Na.rnonr

8. Dr. Jane W' Kiringai i

ChairPersou

Comnrission on Revenue Allocatton

NAIROBI

g. County Executive Committee Members for Finance

(Govenrme"t' o'**ok' Machakos' Nairobi City' Vihiga' lsiolo'

Tana River, Migoli' Thaaka-Nithi' Bomet' i(irinyaga' Nandi'

Monrbasa, Kiambu' Garissa ancl Baringo)
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REPUBTIC OF KENYA
THE NATIONAT TREASURY AND PLANMNG

T elegr aphic Addr es s: 22 I 2 I
Finance - Nairobi
NO.310853
Telephone: 2252299

TREASURYBUII^DING
P O BOX 30007 -00100 IAx
NAIROBI

When Replyirg Please Quote

REF No: IGFR/Pending Bilts/OLlA (1S) 22d OCTOBER 2079

TRtrASIIRY CIRCULT\R NO. 18/2019

TO AIL GOVERNORS

AI-L COUNTY EXECUTf\TE COMMITTEE MEMBERS IN
CI{ARGE OF F'INANCE

SETTI.,EMENT OF COTINTY GO\TERNME}{TS' PENDING BILLS

Introduction

i. Reports by the Office of the Auditor General (OAG) and that of the Controller of
Budget(OCOB) have jndicated that Counties have accumulated pending bills since the

advent of devolution i:r 2013. As at June 2018 these bills were reported at IGhs. 10g.4

billion.

2. The report on the spec.ial audit by OAG indicated that out of a total Kshs. gg.9g billion
pending bills presented for audit to the OAG, bills amounting to Kshs. 51.2g billion were

reported as payable while IGhs. 37.70 billion lacked suf,Ecient documentation to support

services rendered or work done and therefore not recommended for payment.
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3. The National Treasury is in receipt of requests from various institutions for Treasury's

intervention on setllement of pending bitls' Among the requests received include the

foliowing: -

i. Service Providers

a. Kenya Power and Lighting Company (KPLC)

b. National Social Security FundQ'{SSF)

ii. KenYa Revenue AuthoritY

iii. Kenya Medical Supplies Authority (KEMSA)

iv. Ministry of Heaith for payment of Medical Equipment

4. There are also requests from organized associations of County contractors and suppliers

for intervention on payments owed to contractors and suppiiers by counties

Role of The National Treasury in the control of county Governments' Pending Bills

5. The National Treasury has issued regular guidelines to County Governments on

managementofpublicfinancesincludingmanagementofpendiagbillsandcornmitment

control, pursuant to Section 12(1Xe) and 46 of the PFMA'

Factors leading to Accumulation of Pending Bills

6. Reports of oAG and those of ocoB have highlighted notable capacrty weaknesses as weli

as lapses in the management of county fi:rances that may explain the accumulation of

pending bills by County Governments' These include: -

' Preparation of budgets which reflect unrealistic own Source revenue targets;

o Unrealistic costing of the development projects which lead to under estimation and

ultimatelY budget overuns;

. Failure to adhere to procurement regulations; ard

. Failure to adhere to the approved budget e'g' projects which were nevel budgeted and

approved are introduced midstream and executed due to political expediency'

2



8

7 ' To address these challenges, The National Treasury, in accordance with section r2(r)(l)
of the PFMA has organized numerous training sessions for county officials since the rollout of devolution' 'the National Treasury has also secured finding from the world Bankunder the Kenya Devolution Support Program which is intended to build capacity ofCounty Governments to better manage their finances.

' Going forward and to further assist counties ia ensuring improved management of countyfinances, the National Treasury undertakes to: _

have continuous capacity building for counties on issues of public finance. This willenable counties to prepare balanced budgets and set rearistic revenue targets to avoidhidden budget deficits, align their procurement prans to cash flow projections andapproved budgets.

a

a assist counties to improve revenue collection byproviding support on implementationof Integrated county Revenue Management system and also imprementation ofNationar Policy t. srrpport enhancement of county Govenrments, own sourceRevenue.

continuousiy improve IFMIS and buitd capacity of counties in the use of IFMIS toensure that aII co*nty financial foansactions, includingprocurement are done in IFMIS.

a

Settlement of pending Bills
9' During ameeting of Intergovernmental Budget and Economic council(lBEc) held on 1gtrJ,ne 2019' and in line with Presidential directive during 56s Madaraka Day cerebrations,tle council resolved that all unpaid eligible bills as per the oAG special report should bepaid before the end of fi-,:ancial year 2ol8/19 andthat each county sho,id establish anineligible Pending Bilk 'Resolution committee to among others, develop a frameworkfor resolving ineiigible pearling bills contained in the special report of the oAG.

10' Reports reaching us from the oAG indicate that either the committees were not fonned insome counties or suppliersi were not informed of their existence.

3



ll.WhnlereleasingthedisbursementsforJuneZllg,thet\ationalTreasurydidrequest

counties to prioritize payment of eligibie pending bil1s as per the report of the oAG' The

oCoBhasreportedthat,asat30thJrrne20lg,Countieshavesincepaidatotalof

Ifths. z3.z6billion of the eligibre pending bilrs, Ieaving a balance of Kshs'28'04 billion

of the eligible Pending bil1s'

Way forward in Settlement of County Governments' Pending Bills

12. Given the negative effect pending bills have on the growth of the economy, there is need

for urgent action to ensure there is no further acc,mulation of pending bills and those

verified and reported as legitimate are settled without further d-elay. The National Treasury

thereforewishestoinformallGovemorsandCountyExecutiveCommitteeMembersin

ChargeofFinance(CECMs-F)ofthefollowingrequirements:-

(1)PublicserviceAccountingStandardsBoard(PSASB)shallamendthefinancial

reportingtemplatetoprovideforreportingonpendingbillswhichshallbesubject

toauditbytheoffrceoftheAuditorGeneral.A]ICountiessha]lberequiredto
.regrrlarlyreportonpendingbillsinaccordancewiththetemplatepreparedbythe

(rD T:tJ;oB sharl provide regurar updates on the progress made on settlement of

eligiblependingbillsandagreedwayforwardbyCountiesonineligiblepending.

biiis as shail be rePorted bY OAG'

(i,,)AllCorrntiesshailberequiredtoprovidealepaymentplantosettlealleligible

unpaidbillsinaccordancewiththePresidentialdirectiveandalsoensurethe

necessarycornmitteesareforrnedasperiBECresolution.Therepaymentplan

should include criteria to settle pending bills on a 
.First-in, First out, basis.

(iv)TheNationaiTreasrrryshallanalyzelheproposedrepaymentplanandupon

satisfaction that the plan is realistic shall forward the agreed plan to the offrce of the'

ControllerofBudgetformonitoringandreportingonprogress.officeofCoBshall.

confirmadherencetotherepaymentplanbeforeauthorizingfirrtherreleaseoffunds

to the respective County Government'

4



(v) co,nty Governments are advised to require the county Intemal Audit ciepartments
to verify stoctr: ofpending bills and report to the CECM-F on progress made towards
payment of the bilrs in line with the repayment plan stated above.

(vi) I(enya Revenue Authority has been mandated to apply agency notice to attach thecor:nfy Government's operational accounts of those counties which fail to pay
statutory deductions as and when they fall due.

(vii) Release of conditional grants to counties shall be upon payment of a1l eligible
pending bills as shall be reported by the office of the Auditor Genera-..

(viii) once confirmed that the bills are authentic and payable, county Governments shalr
promptly pay the bills and any fail,re to pay shall athact intervention in terms ofarticle 225 of the Constitution.

(ix) county GoYemraents are encouraged to seftie pending bills on time as specified incontract agreements to avoid further accumulation of arrears.

fnvoking Article 225 ofthe Constifution
1 3 ' Pnrsuant to Article 225 of theconstitution, the National Treasury is mandated to intervene

at the county level forpurposes of expenditure dontror in cases where county Government
are involved in serious or persistent material breach of the law relating to pubiic finances.
such serious or persistent material breach have been elaborated in the PFMA section g4
which states as follows:

"(i) The following factors, r;ingly or in combination, may further indicate that a state organor Pubiic Entity is in serious material breach or persistent material breach of the measuresestablished under this Act_
a) the State organ or public entity_

(i) has failed to make anypayments as and when due;
(ir) has defaulted on linanciar obrigations for financiar reasons;

b) the state organ or public entity has failed to make any other payment as and when due,which individuatiy or in the aggregate is more than an amount as may be prescribed or, ifnone is prescribed, more flran two percent of the State organ,s orpubric entity,s budgetedoperating expenditure;

5
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(c)theControllerofBudgethasraisedmaterialissuesintheirquarleriyreport;

(d) the Auditor_Generar has withheld an opinion or issued a discraimer due to inadequacies in

the financial statements or records of the State organ or pubric entrty or has issued an opinion

which identifies a serious financiar probrem in the State organ or pubric entity; or (e) recurring

or continuous failure by a State organ or public entity to meet its financial commitments which

substantiarly impairsthe State organ,s orpubric entity's abiiity to procure goods' services or

credit on usual commercial terms"'

14. The National rreasury intervention as contemplated under Articie 225 of the constitution

is intended to be the last resort after an the other measrues provided for under the PFMA

have failed'

15. In this regard, iII case of non-compliance on the agreed financial plan and as a last tesort,

thecabi:retSecretarysharlexercisehispowersillinewitharticlezz5oftheconstitution

andstoptransferoffundstothatCountyGovernment.Leordertoensrrrethereisno

disruption in service delivery, the stoppage of transfer of flrnds shalr be on ail non-essential'

seirricesandwithinthelimitsandprovisionsoftheConstitutionandPFMA.

l6.EachCorrntyGovemmentwhichissubjecttostoppageoftransferoffundsshallpreparea.

financiai recovery plan indicati:cg measures to ensure compliance'

17. The controner of Budget will ensure authorization for withdrawals of funds only for those

expenditures included in the agreed financial recovery plan and for expenditures on salaries

and deductions and other essential services'

of the Constitution and PFMA'

Conclusion

19'Thestockofpendingbillshasbeenincreasi:egatsuchanalarmingrateandifnotwell

addressedmayaffectthegrowthoftheEconomyasawhole.Astheofficechargedwith

6

1g. National Treasury w,r monitor and ensure compriance on imprementation of the financial

recovery pran after which the withheld f,nds sharl be released in line with the provisions



to:

ibility of maragement of County finances you are required to ensure payments are

as and when they fall due and that all legitimate pending claims are cleared within a

timeframe.
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EXECUTIVE SUMI\/IARY

This is a Special Report prepared pursuant to Article zzS(il of the Constitution and

Section g7G) of the Pgblic Finance Management Act (zorz). The section requires the

Controller of Budget to investigate and submit to Parliament a report after the Cabinet

Secretary, National Treasury decision to stop the transfer of funds to a state organ or

public entity.

Chapter one contains the background of the issue under consideration. It analyses the

mandate of the OCOB as espoused in the Constitution and the attendant laws. It also gives

the background and the basis upon which of the Ag. Cabinet Secretary, National Treasury

and planning, Hon. Ukur Yatani, issued Circular No.zo/zorg dated the rgtt' November,

2ot9 on stoppage of transfer of funds to county governments due to failure to pay pending

bills. The circular is addressed to the following 15 counties: Narok, Machakos, Nairobi

city, vihiga Isiolo, Tana River, Migori, Tharaka Nithi, Bomet, Kirinyaga, Nandi,

Mombasa, Kiambu, Ga:risa and Baringo.

In addition, the chapter gives the status update of the pending bills as reported by the

OCOB from the FY 2ot;f 16, zor6lrT and zor7lr8. The report indicates an upward

trajectory with the pending bills increasing each financial year. Also discussed is the Office

of the Auditor General special report on status of the pending bills as at 36th June, zor8.

Chapter two lays down the legal framework supporting the stoppage of funds. It gives an

overview of what'material breach' entails.

Chapter three is on the basis for undertaking the investigations. It sets out the objective

of the investigation namely; whether by failing to settle the pending bills the concerned

counties were in serious material breach or persistent material breach; whether the

County Government has mad.e any significant effort to clear the pending bills; whether

sufficient measures have been put in place to mitigate the issue of pending bills. It also

lays out the investigation plan, the documents reviewed and referred to as well as the

methodology adoPted.

Chapter four describes the detailed steps in budgeting, procurement and requisition of

funds in relation to pend.ing bills. It defines what a pending bill is and identifies some of

the causes and effects of pending bills.
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Chapter five captures the investigation findings and observations. Some of the key
observations made are that the County Governments are yet to settle eligible pending
bills.

Chapter six contains appropriate recommendations to Parliament on the findings of the
investigation and recommendations of the oCoB. The recommendations were made after
consideration and review of the documents submissions received from the Counties
during the inquiry. Among the key recommendations made are the preparation of a
Recovery Plan in line with Section 99 of the PFMA; review of the IFMIS system to provide
for ageing of creditors; legislative amendments to the Public Finance Management Act,
zotz to provide for payment on first-In- First- out (FIFO) basis.
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1. INTRODUCTION

The office of the contr.ller of Budget (ocoB) is an independent office established under

Article zzt. of the Constitution of Kenya (CoK), zoro and operationalized by the

Controller of Budget Act, zo16.

r.r Mandate of OCOB

The mandate of the ocoB is d.erived from the constitution and includes overseeing and

reporting on the implementation of budgets of both the National and county

Governments and report on implementation of the budgets every four months' This

mandate has been further amprified by the controiler of Budget Act and public Finance

Management Act (zor:r) as follows

r) C)versig6t Rgle: the Office oversees the implementation of thebudgets of both

national and county governments (Articl ezz} (+). This role involves monitoring

the use of public funds in-year and reporting to the Parliament on the utilization

offunds.Thispromotesaccountabilityintheuseofpublicfinancialresources.

z) controlling R.ole: The office authorizes the withdrawals from public funds

including the Cgnsolidated Fund (Article 2o6),County Revenue Fund (Article zo7)

and (Equalization Fund Article zo4).. Before authorizing any withdrawal the

Controller of Budget must be satisfied that the withdrawal is permitted by law as

stipulated under Article zz8 (s) of the constitution.

3) Reporting lLole: The Office prepares statutory reports (quarterly, annual and

special reports) to the Executive and Legislature on Budget implementation of

National and Clounty governments (Articl e 228 (6). Through these reports' the

ocoB ensure continuous monitoring of usage of public funds'

$ Ad.visory Role: The office provides advice to Parliament on financial matters

and where a czrbinet Secretary has stopped transfer of funds to a State organ or

public entity. I-Inder Article zzs (il of the constitution the suspension of funds

cannot be liftecl or sustained before the Controller of Budget presents a report to

Parliament Article 225 0)'
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5) rnvestigation Role: The office conducts investigations on its own initiative or
following a complaint made by a member of the public on budget implementation
matters, Article zSz (r) (a) of the Constitution.

()\ Dispute Resolution Role: The office undertakes alternative dispute resolution
namely; reconciliation, mediation and negotiation to resolve .conflicts and issues
relating to budget implementation between the national and the county
government, or between county governments.

t) Public sensitization Role: The of{ice disseminates information to the public
on budget implementation at both levels of Government (section 39(g) of the
Public Finance Management Act, zorz).This is in line with the provision of Article
35 of the constitution which provides for the right of access to information held by
the state' Further, this ensures that the public is well informed on budget
implementation so as to actively and effectively participate in the budget process.

8) Enforce[rent of Budget ceilings: section s(d) of the controller of BudgetAct,
zot6 mandates the controller of Budget to enforce budgetary ceilings set by
Parliament.

r'z Background information on pe.ding rrilrs in county Government
In line with Article zz8 (6) of the constitution and Section 9 of the controller of Budget,
zot6' the office of the controller of Budget prepares euarterly county Budget
Implementation Review Report (BIRRS). These Reports present the progress made by the
county Governments in implementing their budgets by providing information on
approved budgets, own source revenue generated by the counties, disbursements of
equitable share of revenue from the National Treasury, and conditional grants received
from the National Government and Development partners.

The BIRR also contains information on actual expenditure and other financial and non-
financial performance entails including a schedule of pending bills accrued. This
information is derived from the quarterly financial statements prepared by Accounting
officers and Administrators of the county Funds and submitted to the ocoB in line with
section 166 and 168 of the public Finance Management Act, 2ot2.
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Being true to its mandate, the OCOB has keenly and regularly prepared these Reports as

is required by law. In preparing the reports the Office observed a trend where pending

bills owed by County Governments was on an upward trajectory increasing in each

financial year. It was noted that pending bills increased from Kshs 3736 billion in the FY

zot;lL6to Kshs.ro8.+r billion in the FY zotTlrS'

The table below provides pending bills for the FY zo:,'5l:16 to the FY zotTltg-

63,6oo,ooo9r,48o,ooor32,o3o,357Baringo
t,t55,473,480269,o86,g68r6r,338,ro8Bomet

32639t,974888,Zs6,zgtq6,658,266Bungoma
993,6oo,ooo8z6,o9s,zoz388,832,2o3Busia
t36,75o,o39785,o5r,4338r4,S47,t9tElgeyo Marakwet

t,278,735,54886o,46r,725798,244,t56Embu
98o,o59,238qq6,8z8,sqZ

31O,5OO,OOOGarissa
746,48o,ooo53z,18o,ooot,7to,7t2,986Homa Bay
ror33o,o98219,45O,51O3o6,r63,563Isiolo
769,8o5,9oo394,o50,Lr7t,t29,68t,947Kajiado
684,742,6o3556,947,40945r,977,404Kakamega

t,255,284,4t3996,766,689559,7rL,O24Kericho
785,758,7o292o,26t,674e88,g6q,z+8Kiambu

t,224,7o6,t97819,833,882r,546,368,883KiIifi
z5o,o9z,56z2t9,5r4,82598,28o,68rKirinyaga
865,o75,58o909,776,5t4836,879,3o4Kisii

2,047,603,o22r,792,846,r89g,z56,5zg,ot4Kisumu
t,t67,o92,734

Kitui
r,83o,rzr,o75989,89t,V4L,447,54L,oLrKwale

76o,6rr,9288s4,s74,8s2t,t26,8t4,676l,aikipia
t79,49o,878t,634,ot3r88,992,782Lamu
975,46t,2o3Machakos

99,57r,164r83,485,39rMakueni
ro7,s8o,oSo14O,OOO,OOOMandera
799,t53,8t4799,r53,8r486t,9ot,732Marsabit

2,OOO,925,O93832,o85,866Meru
29o,942,34o86s,qsg,z66947,936,402Migori

3,705,503,7653,945,943,55687s,43s,926Mombasa
q69,qBS,6zgt,347,65t,t62g6z,6Z8,S+8Murang'a

64,8o2,987,77r5,o4o,o87,3ooNairobi
2,979,8t5,7o9z,7gS,8oz,5o39,675,o89,789Nakuru
t,Sg4,zz8,98S86,5o9,5r6Nandi
L,725,444,405r,653,245,7535oz,z66,tz7Narok
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Nyamira r22,396,482 327,666,458 r,349,587,238
Nyandarua 6zz,gt6,ot7 73L,O7O,640 9o6,9zr,t5z
Nyeri 1O8,119,739 712,gt',ooL L,4t1,372,489
Samburu 956,7o8,762 7o4,83o,ooo 792,663,564
Siaya Sg6,gSr,68Z 277,596,934 614,5o7,285
Taita Taveta 709,29r,224 281,381,3oo 239,653,6o2
Tana River 684,772,o42 946,o29,55o 946,o29,55o
Tharaka Nithi 75o,284,845 275,r42,6o4 26o,V6,492
Trans Nzoia 615,747,3r4 7oz,13o,85r 78r,572,4ro
Turkana

2,9OO,OOO,OOO 633,66o,494
Uasin Gishu r25,756,57o 263,927,t46 3L9,347,197
Vihiga r,t76,4o7,964 r,r84,8ro,ooo r,r84,8ro,ooo
Wajir

4o9,37r,634 2,6t9,575,o6r
West Pokot 267,653,85t 113,o54,4o9 113,O54,4O9
Total 373633oo,977 35,84r,7r7,468 ro8,4rr,436,836

As shown in the table above, in FY 2otslL6 four County Governments, namely; Kitui,
Machakos, Turkana, and Wajir did not provide the OCOB with information on pending
bills while in FY 2o16f L7, Kitui, Machakos, Mandera and Nairobi City Counties did not
submit the report on pending bills. Further, in FY 2ol7f t},the reported pending bills for
Nairobi City accounted for 59 per cent of the total penrding bills. Our review indicated that
the disclosed amount included long term loans, which were erroneously classified as
pending bills.

The issue of escalating Pending Biiis raised. great concern in government. This led to the
issue of pending bils being a topic of extensive deliberations during the roth ordinary
Session of the Intergovernmental Budget and Economic Council (IBEC) meeting held on
6th February 2018. The meeting resolved that;

(i) That, all counties should verify the existing pending bills through internal
committees and verified bills be provided byApril, zor8 to allow Counties settle
the pending bills before end of the financial year.

(ii) Where there is insufficient budget provision, Counties should pass appropriate
supplementary budgets to re-vote the bills in the Fy zor3/r9 Budgets.
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, the Auclitor General another Independent Office upon the resolution of

I undertook a special audit on pending bills. The Auditor General Report on the

Audit on pending bills as at 3oth June, 2o1B noted an increase in eligible and

pending bills.

OAG Special Report is summarised in the table below

45,765,99821,779,17224,o46,826Baringo
r,253,55r,r8r63,383,3o4t,tgo,t67,877
6or,4Br,5o7225,442,7t4576,o98,793Bungoma

r,o13,493,r634o,5g7,z8'o972,895,883Busia
9o8,679,275683,462,88o225,2t6395Elgeyo/Marakwet

t,962,958,792927,84436o435,1r4,432Embu
2,553,348,2o2245,8t7,7952,307,53O,4O7Garissa
t,669,245,6tot,622,798,59o40,447,O2OHoma Bay
t;334,674,795763oz,o9zt,z5B37z,7o3
366,353,65oz78,t6z,o4tBB,r9r,6o9

599,950,376to,856,924583,o93,452
L,O94,47O,9756o4,286,23249o,t84,743
2,3t2,759,53L48r,t4r,5orr,83t,6r8,o3oKiambu
t,377,OL2,O3126o,968,473r,rr6,o43,558Kilifi
r,328,459,563587,378,6oo74t,o8o,963Kirinyaga
t,4t4,to4,629213,53O,71Ot,2OO,573,9L9Kisii
2,475,722,125683,5zz,o4B1,792,2OO,O77Kisumu
t,44g,ott,64tB7o,g7B,zzz572,O33,4t9Kitui
2,sot,63t,9o6t,69t,897,5t38o9,734'393Kwale

989,444,9r7911,9O5,2O977,599,7o8
r43,663,52458,6t2,62585,o5o,899

t,286,526,r8t944;62,574942,963,6o7Machakos
34,902,732r,884,53o33,ot8,zoz

55Z,tg7,o6z2O2,7O3,749349,433,313
776,4tt,ttt48,r5t,28o728,259,83t

2,265,tt2,69t4r9,567,5t3t,845,545,t78
t,275,25O,2O8267,876,798t,oU^7,373,41OMigori
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Mombasa 3,545,8oo,427 r,8ot,985,966 5,347,786;393
Murang'a t,53t,778,oo8 5o6,z69,gto z,o38,o47,gt9
Nairobi City tt,7Bg,Bz9,o7z 'tr,355,964,99r 23,t39,794,O63
Nakuru 42o,t64,6o4 z,oB4,g97,got 2,5o4,56t,9o5
Nandi 942,3o7,84r 505,539,764 t,447,847,605
Narok t,98o,796,o7o 75,703,725 2,o56,499,799
Nyamira z75,698,tz7 r59,63o,866 435,328,993
Nyandarua 297,o78,779 84r,o8o,349 r,138,r5g,rz8
Nyeri t52,196,769 zoB,33B,Bzr 36o,535,59o
Samburu 762,579,t74 83,9r3,62r 846,492,795
Siaya 637,3to,697 72,459,54t 7O9,VO,Zg8
Taita/Taveta 39o,z69,ttz 6t,or3,t5z 45t,282,264
Tana River 5o7,o9z,6gt 69s,sg6,7sS t,zoz,679,986
Tharaka -Nithi 7ot,87t,9tg 4to,78o,979 t,1t2,652,892
Trans Nzoia 666,o47,614 4t3,936,298 t,o79,98g,gtz
Turkana r,8r6,4oo,453 3,843,895,3o4 5,66o,295,757
Uasin Gishu 76,566,29t 289,8r8,363 366,984,594
Vihiga 1,t5t,t48,522 885,9o3,769 2,037,O52,291
Wajir 2,o39,742,t67 3t7,4Zg,tg9 2,357,t7t365
West Pokot 483,o53,26r t,242,486,979 1,725,540,24O
Total 5r,284,83o,r25 37r7otrtoor375 88,985,93o,5oo

The list presented to the oAG for verification amounted to Kshs.gg.99 billion, out of
which Kshs'5r.z8 billion (sz.6per cent) was noted to be eligible while pending bills worth
Kshs.37.7o billion (+2.+per cent) was found to be ineligible.

Cognisant of the challenge of Pending Bills, several interventions have been initiated.
These interventions include;

1) oCoB issued Circular No. CoB/ClL/oozl vol r dated r6th February, 2o1g
requiring counties to settle pending bills by the end of Fy 2or7/rg and where
there was no sufficient budgetary provision the pending bills were to be budgeted
in the subsequent financial year,s budget (Fy zor8/r9).
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z) The OCOB issued Circular No. z3/zor8 dated z5th October, zotS requesting

counties to submit a schedule of pending bills as of 3oth June zor8' On 3oth

December, 2O1B the schedule of pending bills were forwarded to the office of the

Auditor General (OAG) for verification'

g) The Auditor General issued a Special Audit Report in May, zo:rg'The OAG special

reports shows that out of the total list of pending bills provided for verification of

Kshs.88,985,9:Jo,5oo, a total of Kshs'5r,284,83o't25 (58 per cent) was eligible

for payment while pending bills worth Kshs.37,7oL,Loo,375 (42 per cent) was

found to be ineligible.

+) on 1st June, 2org, a Presidential directive was issued' It required county

governments to settle all their verified Pending Bills by 3oth June ' 2oL9'

S) During the rzth Ordinary Session of the Intergovernmental Budget and

Economic council (IBEC) meeting held on r8th June zo:,g,the ocoB was tasked

to track and report on the status of payment of pending bills by County

Governments.

6) The Controller of Budget issued Circular No.z/zorg on 4th June, zorg advising

county Governments to settle all genuine pending bills before 3oth June 2oL9'

Further, Coulties were advised that in the event they are unable to settle all

genuine pending bills, they should. d.evelop and share with the OCOB' a plan on

how the pending bills were to be paid in FY zorglzo'

7) During the IBEC meeting held. on the trth November, 2o1g ocoB reported an

outstand'ingeligiblependingbillsofKshs.zS,ozo,Tgs,4L9whichrepresented55

per cent of the total eligible pending bills of Kshs.5r,z84,B3o,rz5.

8) The National Treasury issued Circular Ref No'IGFR/Pending Bills/ot/A (tB)

dated zznd.October, zorg which provided guidelines on settlement of pending

bills to County Governments. It also made reference to the mandate of the

National Treasury under Article zz5 of.the Constitution and Section 94 of the

PFMA.
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q) The National Treasury issued circular Ref No.IGFR/pending Bills/o r/A (za)
dated the rgth November ' 2olg where the Ag.cabinet Secretary, National
Treasury invoked section 97 ofthe PFMA on stoppage of funds with effect from
tst December, zotg' The circular stated that the identified County Governments
were in material breach of section 94 of the PFMA in that they had not made any
significant effort to clear pending bills between rst July and october, zor9. The
15 counties are Baringo, Bomet, Garissa,Isioro,Kiambu,Kirinyaga,
Machakos,Migori, Mombasa, Nairobi city,Nandi, Narok,Tana River, Tharaka
Nithi, andVihiga

ro)on zznd November, 2otg the ocoB vr,rote to the affected 15 county
Governments informing them of its mandate, under Articre 22s o) (a) of the
constitution and section gz G) of the PFMA, to investigate and to report to
Parliament within 14 days of the decision to stop transfer of funds by the cabinet
Secretary in charge of National Treasury.

rr) on z5th November, 2otg, the Ag. cabinet Secretary, Nationar Treasury vide a
letter Ref' No' IGFR/Pending Bills /orlA (29) informed the Ag. controller of
Budget of the decision to involve section 97 ofthe pFMA to stop the transfer of
equitable share of revenue for FY zorg lzoto the fifteen (r5) county governments
with effect from rst December, zolg.
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2.LEGALFRAMEVyORKF0RSTOPPAGEoFFUNDS

This chapter provides the legal framework underpinning stoppage of transfer of funds

and the basis for the stoPPage.

Article zz5 ofthe Constitution provides:

2z'.(r) An Act of parliament shall provide for the establishment,

firnctions and responsibilities of the national Treasury'

(z) Parliament shalt enact legislation to ensure both expenditure

control and transparency in all governments and establish

mechanisms to ensure their implementation'

(s)Legislationunderclause(z)mayauthorisetheCabinet
Secretary responsible for finance to stop the transfer of funds to

a State organ or any other public entity-
(a) only for a serious material breach or persistent material

breachr:s of the Ineasures established under that legislationl and

(b) subject to the requirements of clauses (4) to (il'

(+) A d.ecision to stop the transfer of funds under clause (g) may

not stop the transfer of more than fifty per cent of funds due to a

countY government.

(s) A decision to stop the transfer of funds as contemplated in

clause (g)-
(a) shall not stop the transfer of funds for more than sixry days;

and
(b) may be enforced. immed.iately, but will lapse retrospectively

unless, within thirty days after the date of the decision,

parliament approves it by resolution passed by both Houses.

(6) Parliament may renew a decision to stop the transfer of

firnds but for no more than sixty days at a time'

Page r5 of 57



(z) Parliament may not approve or renew a decision to stop the
transfer of funds unless-
(a) the controller of Budget has presented a report on the matter
to Parliament; and
(b) the public entity has been grven an opportunity to answer the
allegations against it, and to state its case, before the relevant
parliamentary committee.

Section 97 of the PFMA provides

gz'G) Where the Cabinet Secretary makes a d.ecision to stop the
transfer of funds to a State organ or public entity in accordance
withArticle 225(3) of the Constitution and provisions ofthisAct,
the cabinet secretary shall stop the payment and inform the

effect: and

entitv. (emphasis added)

(z) Not later than seven days after the date of the decision to stop
the transfer of funds, the cabinet secretary shar seek approvar
from Parliament.

(3) within fourteen days after the decision to stop the transfer of
funds under subsection (r), the controller of Budget shall
investigate the matter and submit a report to parliament in
accordance with Article 225 (7) of the constitution.
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(+)Parli.amentshall,withinthirtydaysofthedecisionbythe
cabinet secretaryto stop the transfer of funds, approve or renew

the decision of the Cabinet Secretaryto stop the

transfer of fi.rnds and the cabinet Secretary shall abide by the

decision of Parliament'

(s)TheCabinetSecretaryrnaynotstopthetransferofmorethan

fifty percent of funds due to a county government'

(6)Anypersonmayexercisehisorherrighttopetition
ParliamentintermsofArticlerrgoftheConstitutioninrespect
of the action taken to stop the transfer of funds'

z.r Analysis of the legal framework

Article 2z5(S)of the Constitution provides for stoppage of funds to a government entity

on grounds of serious or persistent material breaches of measures established under

legislation. Thus the E,ublic Finance Management Act, zor-z (PFMA) was established to

and made provision to guide in determining instances of alreged serious or persistent

material breaches.

The question to be answered is what constitutes a serious material breach' In accounting

parlance,thematerirrlityconceptreferstoasituationwherethefinancialinformation

of an entity is consid.ered to be material from the point of view of the preparation of the

financial statements if it has the potential to alter the view or opinion of a reasonable

person.

The concept of materiality is subjective, relative to size and importance' Financial

informationmightbeofmaterialimportancetooneentitybutstandimmaterialto
another

Sectiongs(r)asrearltogetherwithSec.gs(s)ofthePFMAprovidesthataserious
material breach is r,r'here a county Sovernment entity is unable to meet its financial

obligations.Sec.gq(t)furtherenumeratesonwhatconstitutesaseriousmaterialbreach

or persistent material breach'

I
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Section 94 provides:

g+' (t) The forlouing factors, singtg or in cornbinatiort, rnag furtherindicate that a state organ or public entity is in serious rnateriar
breach or persistent tnaterio.r breach of the nteo.sures establi shed.
under thisAct-

a. the Sto.te organ or public entity_
i' hasfaited to rno.ke o.na p,,at,.ents as and when due;
ii. has defaurted on financi,,r obrigations for financiar

reasonsr.

iii' had- an operating deficit in excess o/ a percetttage of
reuettue in the tnost recent financiar year for u:hich
financial infor,no.tiort is ,,u,,il.,bre as prescribed. in
regulations; or

iu. is rnore than sixty d.ays rate in submitting its antnual
financial staternents to the Auclitor- Genero.l in accord.antce
tr:iththis Act or anA other legislation;

b. the state organt or public entitg h,.s failed to rnake anta other
paatnent as and when due, which indiuiduorty or fn the
aggregate is rnore than an annount as t,.,,a be prescribed or, if
ttotte fs prescnbed, rnore than ttao percent of the state organ,s
or public entitg's budgeted operating expenditure;

c. the controuer of Bud.get h,,s raised mqterioJ issucs in their
quarterly report;

d. the Auditor-General hcs uithherd. ,.tt opinion or issued a
disclairner due to inadequacies in the fin..ncial staternents or
records of the state organ or public entity or h.,s issued an
opinion u:hich identifie.s a seriou sfinancio,r probrern in the state
organt or public entitg; or

e. recurring or continuousfailure by a state organ or public entity
to rneet itsfin,,ncio,r cornrnitrnents whichsubstcnti .,ily impairs
the state org,,n's or public entity,s abilitg to procure good.s,
seruices or eredit on usual corntnerciotl terrns.
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therefore connotes the concept of significance' In public finance, material

is not mere divergence with the laid down principles or practice but a breach of

significance or severely impact so as destroy the fabric of the public finance

framework. Consequently, the breach envisioned under Art. zz5 should be

that is of a high magnitude.

any of the scenarios contemplated under Section 94 of the PFMA constitutes a

material breach and are sufficient grounds for the stoppage of funds by the

Secretary responsible for Finance under Article 225(3) of the Constitution and

gZG) of the PFMA.
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3. BASIS FOR TNDERTAKING THE II{VESTIGATION

The cabinet secretary responsible for the National Treasury in exercising his powers as
set out under Article zz5 ofthe constitution as read together with section 93, 96 and 97of the PFMA issued a Circular Ref No. IGFR/Pending Bills /orlA (24) dated r9tr,
November, 2otg on stoppage of transfers to county government' due to failure to pay
pending bills. .

The circular was addressed to fifteen (r5) county Governments namely;

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

County Government of

1.

2.

3.

4.

5.

6.

7.

B.

9.

10.

11.

L2.

13.

L4.

15.

Baringo

Bomet

Garissa

Isiolo

Kiambu

Kirinyaga

Machakos

Migori

Mombasa

Nairobi

Nandi

Narok

Tana River

Tharaka -Nithi

Vihiga
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The Circular conveyed the Cabinet Secretary's decision to invoke Section 97 of the PFMA

to stop the transfer of the equitable share of revenue for the FY zotglzo with effect from

tst December, 2019.

The Circular is premised on the grounds that; the specific counties have not made any

effort to clear the stock of eligible bills between 1st July zorg and end of October zorg and

that there has been perrsistent failure by the county to pay the eligible pending bills. In

addition, the Circular conveyed the decision to stop the release of conditional Grants for

F\ zorglzo until the issue of pend.ing bills is resolved. Upon the issuance of the above

circular and in line with the provision of Section g7O) of the PFMA, the Ag' Cabinet

Governments.

Consequently, as a res;ult of the above acts, the provision of Article 2250) (a) of the

Constitution, as read together with Section g7e) of the Public Finance and Management

Act crystalized. This required the office of the controller of Budget to undertake

investigations and repclrt on the findings of the material breach'

3.r Scope of The Investigation

The investigation focused on the County Governments pending bills as at 3oth June zor8'

These were the pendin;3 bills verified and reported by the Office of the Auditor General in

the County specific Special Report of the Aud.itor General issued fourth 14ttr ) Quarter of

FY zorS/r9.

8.2 Objectives of the Investigation

The investigation intended. to provide an independent report/opinion on findings of the

serious material breach or persistent material breaches in such a manner as to allow

parliament to make a decision within thirty days on whether or not to approve the

decision by the Cabinet Secretary to stop the transfer of funds'

The investigation sought to determine;

t. Whether by faiting to settle the pending bills the concerned counties were in

serious material. breach or persistent material breach;
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2' Whether the County government has made any significant effort to clear the
pending bills;

3' Whether sufficient measures have been put in place to mitigate the issue of
Pending Bills; and

4' Make appropriate recommendations to Parliament on the findings of the
investigation.
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4. INVESTIGATION PROCEDURE

on the z5th November, zorg the office of the controller of Budget constituted special

teams to investigate on the counties failure to pay pending bills. The teams were guided

by the objectives as set out herein above. The investigating team constituted of the county

Budget Coord.inator and Officers from Head Office'

4.r Investigation Process

The investigation procr3ss included the following:

4.2 Investigation Plan

The investigation tearn conducted a desk review and examined the legal and policy

documents that guidecl the Counties in the budget process and pending bills settlement'

These documents included Approved Budgets, Supplementary budgets, pending bills

repayment plans, special Report on pending Bills from oAG submitted in the fourth (+th)

Quarter of FY zot9ltg.

The investigation also entailed carrying out interviews.

a. Interviews
Interviews were held with County Government Officers who included;

i. The Governors,

ii. CountY Chief Financial Officers,

iii. County Executive Committee Member, Finance and

iv. Other relevant Olficers

b. Documents reviewed and referred to/Criteria'

The following laws and d.ocuments were considered and reviewed;

i. The Constitution of KenYa, 2o1o

ii. The Public Finance Management Act, zotz

iii. The County Governments Act zorz

iv. CountyAppropriation Act, zor9l 19 and zotgf zo

v. Approved Budget for the financial year 2orgf 20

vi.oAGspecialreportonpendingbillsasat3othJune,zor8

vii. SuPPlementarybudgets

viii. County specific pending bills verification reports
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ix. Pending bills repayment plans

x' Intergovernmental Budget and Economic council (IBEC) resolution on pending bills
dated r8thJune ,zo:g

xi. IFMIS records/ledger January,2o..,gto 3oth November ,2otg
xii. cBK Bank statements June 2019 to 3oth November, 2org
xiii. Disbursement schedules as contained in CARA
xiv. Other Correspondences

a.3 Methodology
i' Review of the oCoB Annual Budget Implementation Report for Fy zorT/zory
ii. Review of the OAG Special Reports on pending bills
iii. Establish the IFMIS pending bills payments
iv. Ascertain payment of the pending bills from the bank statements
v. Ascertain budgeted amount for pending bills in the Fy zorg/zozo
vi. Establish whether there is a pending bill repayment plan in place

g

I
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5. SITUATIONAL ANALYSIS

s.1 Introdtrction

The basis for the stoppage is pending bills revolves around budgeting and expenditure'

Therefore there is neetl to examine our budgeting process so as to be able to identify the

nexus between the various identified causes of pending bill vis a vis the budgeting process.

Therefore this chapter will look at the various steps in budgeting and budget

implementation and thereafter discuss some of the leading causes and effects of pending

bills.

The budget process for both the national government and county governments is

governed by the Constitution, Public Finance Management Act and County Government

Act.

Since the stoppage of funds affects only county governments, we shall look at the budget

process and the exchequer requisition process of county governments'

s.z The Budget CYcle/Process

Section rz5(r) of the public Finance Management Act, zorz provides that the budget

process for county governments in any financial year shall consist of the following stages:

a. integrated deve)opment planning process which shall include both long term and

medium term P).anning;

b. planning and. establishing financial and economic priorities for the county over the

medium term;

c. making an overall estimation of the county government's revenues and

expenditures;

d. adoption of County Fiscal Strategy Paper;

e. preparing budget estimates for the county government and submitting estimates

to the CountY dssemblY;

f. approving of the estimates by the County Assembly;

E. enacting an appropriation law and any other laws required to implement the

countY government's budget;

h. implementing the county Sovernment's budget; and
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i' accounting for, and evaluating, the county government's budgeted revenues and
expenditures;

Article zor(a) of the Constitution of Kenya, 2o1o and Section rz5(z) of the pFMA, 2ot2,
zorz provide that the County Executive Committee member for finance shall ensure that
there is public participation in the budget process.

5.3 Budget Circular
On 3gtt' August of each year, the County Executive Committee member for finance issues
a budget circular to all county entities (Section rz8 of the PFMA, zot2).The circular should
contain key dates in the budget cycle; limits of each sector as recommended and key policy
areas and issues to be taken into consideration when preparing the budgets.

5.4 Annual Development plan

on 1't September of each year, the County Executive Member for planning submits an
Annual Development Plan to County Assembly for approval, with a copy to the CRA and
National Treasury (Section rz6(g) of the PFMA, zorz).

The ADP contains strategic priorities for the medium term that reflect the county
government's priorities and plans; a description of how the county government is
responding to changes in the financial and economic environment; programmes to be
delivered with details for each programme. This details include the strategic priorities to
which the programme will contribute; the services or goods to be provided; measurable
indicators of performance where feasible; and the budget allocated to the programme.

The ADP also contains details on payments to be made on behaif of the county government;
a description of significant capital developments; a detailed description of proposals with
respect to the development of physical, intellectual, human and other resources of the
county, including measurable indicators where those are feasible; a summary budget in
the format required by regulations; and such other matters as may be required by the
Constitution of Kenya, 2o1o or the PFMA, 2or2.

v
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s.s County Budget R.eview and Outlook Paper (CBROP)

On 3sth September, County Executive Member for Finance prepares and submits the

County Bud"get Review- and Outlook Paper to the County Executive Committee (Sec. rr8

pFMA, zorz). The CBROP specifies the details of the actual fiscal performance in the

previous year compared to the budget appropriation for that year; the updated economic

and financial forecasts with sufficient information to show changes from the forecasts in

the most recent County.Fiscal Strategy Paper; information on any changes in the forecasts

compared with the Cotrnty Fiscal Strategy Paper; or how actual financial performance for

the previous financial year may have affected compliance with the fiscal responsibility

principles, or the financial objectives in the County Fiscal Strategy Paper for thatfinancial

year; and reasons for any deviation from the financial objectives in the County Fiscal

Strategy paper together with proposals to address the deviation and the time estimated

for doing so.

Upon submission by the CEC/F the County Executive Committee shall consider the

CBROp with a view to approving it, with or without amendments, within fourteen days

after its submission. Not later than seven days after the County Budget Review and

Outlook paper is approved by the County Executive Committee, the County Treasury shall

arrange for the paper to be laid before the County Assembly; and as soon as practicable

after having done so, publish and publicise the Paper. (Sec. rr8(3) t (+) PFMA, zorz)

5.6 County Fiscal Strategy Paper (CFSP)

The County Treasury shall prepare and submit to the County Executive Committee the

County Fiscal Strategl, Paper for approval and the County Treasury shall submit the

approved Fiscal Strategy Paper to the County Assembly, by the zSs February of each year.

In preparing the CFSP, the County Treasury shall ensure that the CFSP is aligned with the

national objectives in the Budget Policy Statement. (Sec. rr7 PFMA, zorz)

In preparing the County Fiscal Strategy Paper, the County Treasury shall specify the broad

strategic priorities and policy goals that will gurde the county government in preparing its

budget for the coming financial year and over the medium term. The County Treasury

shall include in its CFSp the financial outlook with respect to county government

revenues, expenditures and borrowing for the coming financial year and over the medium
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term' Further, in preparing the County Fiscal Strategy Paper, the County Treasury shall
seek and take into account the views of the Commission on Revenue Allocation; the
public; any interested persons or groups; and any other forum that is established by
legislation.

Not later than fourteen days after submitring the CFSP to the County Assembly, the
County Assembly shall consider and may adopt it with or without amendments. The
County Treasury must consider any recommendations made by the County Assembly
when finalising the budget proposal for the financial year concerned.

The County Treasury shall publish and publicise the County Fiscal Strategy paper within
seven days after it has been submitted to the countyAssembly.

Further, Section ro8(r) PFMA, zorz provides that "A countlz government may, with the
approval of its County Assembly, deviate from the financial objectives in the relevant
County Fiscal Strategy Paper, but only on a temporary basis and only if the deviation is
required because of a major natural disaster or some other significant unforeseen event.,,

It is thus clear that the CEC/F is bound by the provisions of the approved CFSp in
preparation of the budget estimates. The CEC/F may deviate from the CFSp only with
approval of the County Assembly.

5.7 Debt Management Strategy paper (DMSp)
On or before the z8th February in each year, the County Treasury shall submit to the
County Assembly a statement setting out the debt management strategy of the

county government over the medium term with regard to its actual liability and potential
liability in respect of loans and its plans for dealing with those liabilities. (Section rz3
PFMA, zotz)

The County Treasury shall include the following information in the statement: the total
stock of debt as at the date of the statement; the sources of loans made to the county
government; the principal risks associated with those loans; the assumptions underlying
the debt management strategy; and an analysis of the sustainability of the amount of debt,
both actual and potential.
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As soon as is practicable after the statement has been submitted to the County Assembly

under this section, the county Executive committee member for finance shall publish and

publicise the statement and submit a copyto the Commission on Revenue Allocation and

the Intergovernmental Budget and Economic Council'

s.s Cash Flow Projection (Section 127 PFMA, zoLz)

Not later than the 15th ,Iune of each financial year, every county government shall prepare

an annual cash flow projection for the county for the next financial year, and submit the

cash flow projection trr the Controller of Budget with copies to the Intergovernmental

Budget and Economic council and the National Treasury.

s.g Budget Estimates (Sec. rz9 PFMAr 2ot2)

A County Executive Committee member for finance shall submit to the County Executive

committee for its approval: the budget estimates and other documents supporting the

budget of the county government, excluding the County Assembly; and the draft Bills at

county level required to implement the county government budget' in sufficient time to

meet the deadlines prescribed by this section'

Following approval by the county Executive committee, the county Executive committee

member for finance shall by the 36ttr April submit to the County Assembly the budget

estimates, supporting rlocuments, and any other Bills required implementing the budget,

except the Finance Bill. The cEc/F shall ensure that the estimates submitted are in

accordance with the resolutions adopted by County Assembly on the County Fiscal

StrategY PaPer.

Each county Assembll' clerk shall prepare and submit to the county Assembly the budget

estimates for the county Assembly and a copy shall be submitted to the county Executive

Committee member for finance. (Sec. p9(3) PFMA, zotz) The County Executive

Committee member fcrr finance shall prepare and present his comments on the budget

estimates presented b)'the County Assembly clerk'

The cEC/F shau within reasonabre time after submission publish and publicise the

budget estimates.
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upon approval of the budget estimates by the county Assembly, the county Executive
committee member for finance shall prepare and submit a county Appropriation Bill to
the CountyAssembly of the approved estimates.

The countyAssembly shall consider the county government budget estimates with a view
to approving them, with or without amendments, in time for the relevant appropriation
law and any other laws required to implement the budget to be passed by the 3oth June
in each year. (Sec. r3r pFMA, zotz)

Before the county Assembly considers the budget estimates the relevant committee of
the county Assembly shall discuss and review the estimates and make recommendations
to the county Assembly, and in finalising the recommendations to county Assembly, the
committee shall take into account the views of the county Executive committee member
for finance and the pubric on the proposed recommendations.

An amendment to the budget estimates may be made by the county Assembly only if it is
in accordance with the resolutions ad.opted regarding the county Fiscal strategy
Paper and if;

a' any increase in expenditure in a proposed appropriation, is balanced by a
reduction in expenditure in another proposed appropriation; and

b' any proposed reduction in expenditure is used to reduce the deficit.
where a Bill originating from a member of a county Assembly proposes amendments
after the passing of budget estimates and the Appropriations Bill by the county Assembly,
the county Assembly may proceed in accordance with the resolutions acloptecl regarding
the County Fiscal Strategy paper and ensure:

a' an increase in expenditure in a proposed appropriation is balanced by a reduction
in expenditure in another proposed appropriation; or

b. a proposed reduction in expenditure is used to reduce the deficit.

within twenty-one days after the county Assembly has approved the budget estimates,
the county Treasury shall consolidate the estimates and publish and publicise them.
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s.10 AppropriationsAct

The law requires that a County Assembly shall pass their Appropriations Bill and the same

is assented to by the Grtvernor by 3oth June of each year. (Sec. r3r PFMA, zotz)

Upon approval of the budget estimates by the County Assembly, the County Executive

Committee member for finance shall prepare and submit a County Appropriation Bill to

the County Assembly of the approved estimates. (Sec. rz9(7) PFMA, zotz)

In preparing the annual Appropriation Bill to putbefore the CountyAssembly, the County

Executive Committee member for finance shall ensure that the expenditure

appropriations in the Bill are in a form that is accurate, precise, informative and pertinent

to budget issues; and which clearly identifies the appropriations byVote and programme.

(Sec. r3o(z) PFMA, 2c^12)

It is clear from the above quoted provisions of the law that the procedure to be followed

is; the County Assembly passes the budget estimates with or without amendments; the

CEC/F then prepares an Appropriations Bill based on the approved estimates; where after

the County Assembly is required to pass the Appropriations Bill submitted and the

Governor should assent to it before 3oth June of each year'

s.11 The Procurernent Process

The procurement process is governed by the Public Procurement and Asset Disposal Act

(zorS) (ppADA) and its attendant regulations. It places the responsibility to procure

goods and services to the county government and provides for the general procurement

processes and principles/rules. It covers for all procurement of goods, works, and services

und.ertaken by use of public funds. It provides for a strong legal framework to guide

procurement process. This begins with the identification of the requirement,

procurement planning, determination of source, evaluation and selection of vendor;

contract award, contract implementation and payment for goods and services. It also

provides for a detailed complaint handling structure and requires that bills incurred are

paid within the contract Period.
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s.12 The Exchequer Requisition process

The County Revenue Fund is established underArticle zo7 of the Constitution of Kenya,
2o1o' Section ro9 of the PFMA provides that the CRF receives all monies on behalf of the
County Government. These monies are banked in the County Exchequer Account at the
Central Bank of Kenya (CBK) as provided for under Section 109(4) (a) of the pFMA.

The PFMA underscores the role of OCOB in approving all the withdrawals of public funds.
Section tog(6) of the PFMA states that the County Treasury shall obtain the writLen
approval of the Controller of Budget before e withdrawing monies from the CRF.

The mandate of OCOB to approve withdrawal of funds is anchored in Article zzg(4) and
2o7(il of the Constitution. Article 2o7})ofthe Constitution as readtogetherwith Section
rog(6) of the PFMA provides the basis upon which the OCOB can authorize withdrawal
of funds. Consequently, withdrawal of funds can only be on the basis of an Appropriation
Act, a Vote on Account, a SupplementaryAppropriation Act or by an Act of parliament.

The withdrawal process starts at the County Treasury when it receives withdrawal
requests from the County Departments. The withdrawal requests are first assessed bythe
National Treasury and once permitted; the County Treasury consolidates the County
departments' requests and makes a requisition for Grant of funds to the Controller of
Budget. This requisition show specific votes to be funded and amounts to be withdrawn
from Exchequer Account to fund each department.

On receipt of the requisition, the Controller of Budget does the following:

a. checks that the withdrawal from the County Revenue Fund is authorized under
the Constitution and an Act of Parliament or an Act of the County Assembly;

b. verifies that the requested votes against which the requisition has been
submitted have sufficient fund;

c. checks the revenue availability in the Exchequer Account and

d. either approves the withdrawal requisition or returns the requisition to the
County Treasury for any clarification.

Page gz of 57



s.1s Pending Bills

A pending bill is an unsettled financial obligation that accrues at the end of a financial

year after an entity fails to remit statutory and other deductions due or fails to settle

invoiced amounts for goods and services properly procured, delivered or rendered during

the financial year.

s.t4 Causes of Pending Bills

Pending bills accrue as results of numerous causes which include:

a. Failure by the County Governments to effectively align their procurement plans to the

cash flow plans and approved budgets.

b. Delayed tendering and procurement processes have had adverse effects on projects

completion rates and processing of payments'

c. Delay by the National Treasury to disburse funds on a timely basis to the County

Governments in accordance with the Approved Disbursement Schedule.

d. Under-performance of own source revenue collection leading to budget deficits and

unfunded commitments.

e. Non-tax compliance by vendors resulting to delayed tax remittance, hence barring

subsequent PaYments to vendors.

f. Delay in approval of supplementary budget estimates which are supposed to adopt

prior year pending bills in the current budget'

g. Operational delays caused by IFMIS downtimes thus affecting clearance of payments

in the system.

h. project cost variation leading to higher cost than the budget allocations.

i. Failure by Accounting Officers to adhere to set budget resulting to commitments over

and above budgetary allocation.
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s.1s Effects of Pending Bills
a' Pending bills have adverse effects on businesses especially the Small and Medium

Enterprises (SMEs) which depend on borrowed funds to finance their operations.
b' Erosion of investor confidence where business community lose confidence in doing

business with government as pending bills increase debt burdens through interest and
penalties.

c' Costly litigation where parties are forced to go through rigorous court processes in
order to secure their payments.

s.r6 Pending Bills in the public Finance Manageme,t Framework
The process flow for expenditure under the public finance management framework in
Kenya is as follows:

Budgeting (Planning) Payment Process Sequisition of funds)

Section to4 of the County Governments Act, 2012 requires that all expenditure must
be appropriated. Budgeting planning ensures that for an activity to be undertaken
ought to have been factored in the budget. Project implementation involves the actual
implementation of the budget. This will entail procuring for the various goods or
services so as to actualise the planned activities. The last stage is the payment process.
This involves the requisition of funds to settle the incurred bilts. The law advocates for
prudent use of financial resources, thus the need to ensure that payments are made
within the contract period. These processes overlap and feed into each other thus as
earlier indicated, pending bilts will arise where there is a failure in the proper
slmchronization of and integration of one process to the other. For example failure to
link procurement plans to the budget or delays in disbursements will definitely affect
payments.

It is therefore paramount that County Governments should endeavour to adhere to
the laid down processes and stipulated timeiines in the public finance management
framework. This will greatly reduce incidences of pending Bills.

Budget Implementation (procurement)
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6. FINDINGS AND ANALYSIS

6.r Synopsis of the Pending Bills fbr the Fifteen Coun$ Governrnents

At the close of Fy 2ot7f lg,the t5 Counties presented to the oCoB a list of pending bills

amounting to Kshs.T8.6z billion. In the eourse of FY zoLgf rg, County Governments

conducted an internal verification exercise of the pending bills and presented a revised

list to the Office of the Auditor General for Audit (OAG) a revised list amounting to

Kshs.+Z.Zg billion. The OAG was to undertake auditing and verification of the pending

bills. Upon undertaking the audit on the presented pending list, oAG reported that bills

amounting to Kshs.2g.g2billion (62.2 per cent) were eligible while Kshs.rT.Bz billion

(32.3 per cent) were ineligible for payment. The ineligible pending bills did not have

adequate supporting documents to support their payment. The 15 County Governments

have reported settling a total of Kshs.rr.BZ billion which represented 4o per cent of the

eligible pending bills as of 3otl, November ,2oLg.Therefore, the outstanding pending bills

amount to Kshs.r8.os billion. The table below shows the slmopsis of the pending bills for

the 15 counties.
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summary of the status of pending bills as at 3sth November,2o7g

Baringo 63,600,000 45,765,999 24,046,926 21,7lg,l72 24,046,926 7,593,549 31,630,374
Bomet 1,155,473,490 1,253,551,191 1,190,167 ,977 63,383,304 792,312,269 792,312,269 397,855,609
Garissa 980,059,238 2,553,349,202 2,307,530,407 245,917,795 1,354,476,069 67,704,165 1,422,190,233 953,054,339
Isiolo 101,330,099 1,334,674,795 1,259,372,703 77,902,092 257,296,160 251,296,160 1,001,076,543
Kiambu 785,758,702 2,312,759,531 I ,83 I ,61 9,030 481,141,501 798,757,152 798,757,152 1,032,860,979
Kirinyaga 250,092,562 1,329,459,563 141,090,963 587,379,600 227,245,701 227,245,701 5t3,835,262
Machakos 97 5,461,203 1,286,526,191 942,363,607 344,162,5',74 236,916,704 236,916,704 705,446,903
Migori 290,942,340 1,275,250,209 1,007 ,373,410 267,976,799 484,154,811 106,672,043 590,826,954 523,219,599
Mombasa 3,705,503,765 5,347,796,393 3,545,900,427 1,801,995,966 I,515,1 14,tgg 1,515,1 l4,lgg 2,030,696,229
Nairobi City 64,902,997,71I 23,139,794,063 11,783,929,072 11,355,964,991 3,631,491,266 3 ,631 ,491,266 8,152,337,906
Nandi 1,394,229,995 1,447,947,605 942,307,84t 505,539,764 625,819,019 625,919,019 316,499,923
Narok 1,725,444,405 2,056,439,795 1,980,736,070 7 5,703,725 1,043,971,049 1,043,971,049 936,865,022
Tana River 946,029,5s0 1,202,679,396 507,092,631 695,596,755 198,972,194 198,972,194 308,110,437
Tharaka

Nithi 260,776,492 1,112,652,992 701,971,919 410,790,973 486,007,949 486,007,949 215,963,971
Vihiga 1,184,810,000 2,037,052,291 1,151,149,522 885,903,769 191,915,294 191,915,294 959,233,239
Total 78,622,499,591 47,734,599,094 29,915,330,305 17,820,857,779 11,868,396,647 181,959,756 12,050,356,403 18,046,933,659
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0.0031,630,374.06**7,583,548.06**21,719,172 24,046,826:24,046,826,600,000 45,765,998

20

6.2 and Analysis for the specific County Governments

In section, we look at the status of the Pending Bills for each County Government.

County Government of Baringo6

The of the Auditor General conducted a special audit of pending bills for County

of Baringo and issued a Special Audit Report on 28th May, zorg'

The Report on Pending Bills as at 3oth June zor8 indicated that the total pending

were Kshs.4;,76!;,g98 comprising of Kshs.z4,o46,8z6 and Kshs.2r,7tg,t72 as

and ineligible bills respectively.

The submitted the list of the pending bills for the suppliers in F-{ zorTltB and the

of payment for gach bill. From the list availed, eligible bills paid after 3oth June

was Kshs. gt, 636.,g74.616.The county reported that all eligible pending bills as

by OAG had been settled as at 3oth November,2org.

table provides the status of payment of the eligible pendingbills as at 3oth November

: The as per lDOS 24.o the listfrom
shou-rs that a .6 million utas the FYzotT/t8. The ertra amount has been

as ineligible pe:nding bills Paid.

the list of paymr:nt provided by the County Government to OCOB, all the pending

have been settled. However, the payments have not been verified because the bank

supporting pa)rynents were not availed.

Page 97 of 57

County
treated

Outstanding
Eligible

: Pending
Bills (Kshs.)

Total Pcnding
Bills Paid As at
30th November,

2019

lncligible
Pending Bills

Paid As at 30th

November,
..2019

, l,ist
Presented

to OAG By
. Counties
for Special

Audit' (Kshs)

Eligible
Pending
.Bills as

per the
OAC

Specia I

Audit
(Kshs)

l,ist
Presented
to OCOB

By

H=C-E



6.2., Couner Government of Bomet

The Office of the Auditor General conducted a special aud.it of pending bills of County
Government of Bomet and issued a special Audit Report on 28th Muy, 2o:rg.

The Special Report on Pending Bills as at 3oth June zor8 indicated that the total pending
bills was at Kshs.r, z53,55r,r8r. This comprised of Kshs.r,rgo,t67,g77 and
Kshs.63,383,g04 as eligible and ineligible bills respectively.

The County has submitted the Pending Bills Ad hoc Committee Report and a letter
referenced CGB/G\rNNl/+gltlr dated z5th November 2019 to the Cabinet Secretary
National Treasury and Planning. From the documents availed, eligible bills paid after
3oth June zor8 was Kshs. 79z,grz,z68. The outstanding eligible pending bills verified by
oAG as at 3oth November, zoLg were Kshs .3gz,Bss,6o9 as at 3oth November , zorg.
However, the county reported a figure of Kshs. t4g,zgg,gg7.Bs as eligible bills. The
payment represents a 66.6% of the eligible pending bills.

The table provides the status of payment of the eligible pending bills as at 3oth November
201

The offi.ce has not uerifi'ed the payment of pending bills prouided and,there are no bank statements tosupport the same.

In the letter reference number CGB/GVN /Nll+g/t/r dated z5th November zorg to the
Cabinet Secretary National Treasury and Planning, the County states that they had
budgeted to seftlement the pending bill of up to Kshs.loo,ooo,ooo in Fv 2o1g/2o2o.
However, a review of the approved budget for the FYzotglzo does not show such
provision in the budget.

Flowing from the above the Controller of Budget recommends the development of
comprehensive and realistic pending bills repa)ffnent plan in line with the Recovery plan

a

t

I , I 55,473,480 I ,253,55 1, I 8 I t,190,167,877 63,383,304 792,3t2,268 792,312,268 397,855,609
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953,054,33967,704,r6s
r,422,180,23

3
245,817,79

5

1,354,476,06
8

2,307,530,40
7

98C ,0s9,23
8

2,553,348,20
2

and

that

6.

The

bills

plated under Se,:tion gg ofthe PFMA. The Repayment Plan should be discussed

on between the National Treasury, and the relevant county officials to ensure

pending bills are paid as per the agreed on plan.

County Goverrrrnent of Garissa

The of the Auditor General conducted a special audit of pending bills of the County

of Garisser. The audit commenced on the rTth December, zOrB and was

on l5th February, 2otg.The Special Audit Report was submitted to the Governor

on May, zotg

Report on Pending Bills as at 3oth June, zor8 indicated that the total pending

were Kshs.2,553,348,2o2 comprising of Kshs.z,go7,53o,4o7 and Kshs.245,8L7,795

AS and ineligible bills respectively.

The submitted the following documents to the OCOB, bank statements for the

June zorS to 36th November ,2org; Internet Banking Reports as at 3oth November;

Budget for IY 2otgf 2o2o; pending biils repayment plan; and pending bills

status

the documents availed, eligible bills paid after 3oth June 2o1B was Kshs.t,

,068. The outstanding eligible pending bills balance as at 3oth November, zotg

Kshs. 953,054,3317 The payment represents SB.Z% of the eligible pending bills.

The provides the status of payment of the eligible pending bills as at 3oth
20L

Government of Garissa has included the outstanding eligible pending bills

to Kshs.3otl million in the approved budget of FY 2o79f 2o2o'
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In the repayment plan submitted to the Controller of the Budget, the County has
committed to prepare a Supplementary Budget r for FYzotglzo once the report of
pending bill verification committee is presented to County Executive by z.,a January zo1g.

Flowing from the above the Controller of Budget recommends the development of
comprehensive and realistic pending bills repayment plan in line with the Recovery plan

contemplated under Section gg of the PFMA. The Repayment Plan should be discussed
and agreed on between the National Treasury, and the relevant county officials to ensure
that all pending bills are paid as per the agreed on plan.

6.2.4 Count5r Government of Isiolo
The Office of the Auditor General conducted a special audit of pending bills for County
Government of Isiolo. The audit exercise commenced on the rlh December, zo16 and
the Report on Pending Bills was submitted on z8rh May, zotg.

The Special Report on Pending Bills as at 3oth June zor8 indicated that the total pending
bills were Kshs.r,336 ,274,7gs comprising of Kshs.r ,z5B,g7z,7o3 and Kshs.77,9o 2,og2 as

eligible and ineligible bills respectively.

The County submitted the following documents to the OCOB: pending bills status letter
and repayment plan for the eligible bills, list of paid pending bills as at zgth November,
2olg,list of ineligible pending bills, letter to the Controller of Budget on payment of
pending bills dated rgth June,2otg. From the documents availed, eligible bills paid after

3oth June zor8 was Kshs.z57, z96,r6o.The outstanding eligible pending bills verified by
OAG as at 3oth Novernber,zolg lvere Kshs. 1,oo1,o76,543. The payment represents a

2o.4% of the eligible pending bills.

The table provides the status of payment of the eligible pending bills as at 3oth November
20t9 tl

1,
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l0l,330,098 |,334,67 4,795

It should be noted that the County disputed the OAG Special report on pending bills and

reported that the pending bills stood at Kshs.r, zo6,899,97o. This comprised of Kshs.596,

Br4,5zg and Kshs.6to. o7g,447 as eligible pending bills and ineligible pending bills

respectively.

The County Government of Isiolo has included the outstanding eligible pending bills

amounting to Kshs.r5o million in the supplementarybudget I of FY 2olgf 2o2o. In a letter

submitted to the Controller of the Budget, the county has committed to budget for

Kshs.zoo million on Supplementary Budget II for FYzotglzo and the balance of

Kshs.z46, 824,523 in the FY zozof zt.

Flowing from the above the Controller of Budget recommends the development of

comprehensive and realistic pending bills repayment plan in line with the Recovery Plan

contemplated under Section 99 of the PFMA, 2c12. The Repayment Plan should be

discussed and agreed on between the National Treasury, and the relevant county officials

to ensure that all pending bills are paid as per the agreed on plan.

6.2.5 County Governrnent of Kiarnbu

The OAG conducted a special audit of pending bills of County Government of Kiambu.

The audit commenced on the 8th January, zorg and the Special Audit Report was

submitted on zSth May, zor9.

The Special Report on llending Bills as at 3oth June zor8 indicated that the total pending

bills was at Kshs.z, St2,7Sg,S3r comprising of Kshs.r,83r,618,o3o and Kshs.48t,t4t,5or

as eligible and ineligible bills respectively.

The County submitted the following documents to the OCOB: Status Report on payment

of pending bills; letter on pending bills Ref: KCGlFEPlzloglYOLVlSo dated zTth

November , 2otg addressed to the CS, NT and copied to OCOB; and commitment letter on

settlement of pending bills Ref: KCG/ ADMI6/ +zlYOLJl I 44 dated zgth November, zotg

addressed to the CS, N'T and copied to OCOB. From the document availed, eligible bills

paid after 3oth June zor8 were Kshs.798, 757,L52. The outstanding eligible pending bills

t,258,372,703 't7,902,092 2s7,296,160 0 257,296,t60 1,001,076,543

t
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verified by oAG as at 3oth November,2019 were Kshs.r,o3z,B6o,B7z. The payment

represents a S45% of the eligible pending bills.

The table provides the status of payment of the eligible pending bills as at 3oth November

20Lg

The pending bills were factored in the approved F{ zorglzo budget estimates under
various expenditure items under which the respective pending bill falls as per the

Standard Chart of Accounts.

Flowing from the above, the Controller of Budget recommends the development of a
comprehensive and realistic pending bill repayment plan in line with the Recovery plan

contemplated under Section gg of the PFMA. The Repayment Plan should be discussed

and agreed on between the National Treasury, and the relevant county officials to ensure

that all pending bills are paid as per the agreed on plan.

6.2.6 County Government of IGrinyaga

The Office of the Auclitor General conducted a special audit of pending bills of County

Government of Kirinyaga. The Special Audit Report was submitted on roth June , 2olg.

The Special Report on Pending Bills as at 3oth June zor8 indicated that the total pending

bills were Kshs.r,3z8 ,4s9,s63 comprising of IGhs.741,o8o,963 and Kshs.587,378,6oo as

eligible and ineligible bills respectively.

The County did not submit any documents on payments of outstanding eligible bills. The

eligible bills paid after 3oth June 2o1B was Kshs.zz7,z4;,7or. The outstanding eligible

pending bills verified by oAG as at 3oth November, 2otg were Kshs.s13,B3s,26z. The

payment represents a 3r%o of the eligible pending bills.

t

2,645,936,07
7

2,312,759,53
I

r ,83 I ,6 r 8,03
0

48 r,141,50
I

798,7s7,15
2

798,757,1s
2

1,032,860,87
2
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573,835,262227,245,701227,245,7O7587,378,600741,080,9631,328,459,563903,843

The provides the status of payment of the eligible pendingbills as at 3oth November

20L

6

the

county Government has made a commitment to include Kshs.roo million in

tary budget of FY zotgf 2o2o to defray part of the outstanding eligible

bills.

from the above, the controller of Budget recommends the development of

and' realistic pend'ing bills repalrrnent plan in line with the Recovery Plan

under section gg ofthe PFMA. The Repayment Plan should be discussed

agreed upon between the National Treasury, the Controller of Budget and the

county government to ensure that all eligible pending bills are settled as per the

plan.

/ County Government of Machakos

Office of the Auditor General conducted an audit of pending bills of County

of Machakos. The audit commenced on the r4th December, 2o1B and the

Audit Report',nras submitted on r7th May, 2019'

Special Report on pending Billq as at 3oth June zorS indicated that the total pending

were Kshs .r,z86,5z6,18r comprising of IGhs.942363,607 and Kshs.344,162,574 as

and ineligible bills respectively.

county submitted the following doeuments to the ocoB: letter on status of Machakos

ty pending bills and appeal against stoppage of releases dated zoth November zorg

MCG/CECM-FIN/CS-NT/1g; letter on status of Machakos county pending bills and

against stoppage of releases d.ated zgth November 2019 Ref MCG/CECM-

locoBl..-rg; and copies of bankstatements in Excel sheetfrom January 2otgto 36tt'

I

t

tl

a
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November, 2org. From the documents availed, eligible bills paid after 3oth June zor3
were Kshs ' 296,916,7o4. The outstanding eligible pending bills verified by oAG as at 3oth
November' 2otg were Kshs.7os,446,9o3. The repaFnent represents a 25.14% of the
eligible pending bills. The county Government of Machakos has disputed the findings
contained in the Special Audit Report.

The table provides the status ofpayment of the eligible pending bills as atNovernber 2o1

The County Government of Machakos reported that they included the pending bills in the
FY zorglzo supplementary budget estimates. However, the Supplementary Budget
estimates, was not availed.

The county has committed to settle the eligible pending bills vide a letter dated zoth
November, 2org addressed to the National Treasury.

Flowing from the above the Controller of Budget recommends the development of
comprehensive and realistic pending bills repayrnent plan in 1ine with the Recoyery plan
contemplated under section 99 of the PFMA. The Repayment plan should be to be
discussed and agreed on between the National Treasury, and the relevant county officials
to ensure that all pending bills are paid as per the agreed on plan.

6.2.8 County Government of Migori
The office of the Auditor General conducted an audit of pending bills of Migori County
Government. The special Audit Report was submitted on r3th June ,2otg.
The Special Report on Pending Bills as at 3oth June zor8 indicated that the total pending
bills were Kshs.r,z75 ,z75,zo} comprising of IGhs. L,oo7,s7g,4ro and Kshs.z67,B 76,798
as eligible and ineligible bills respectively.

a

t

,

97s,461.203 I,286,s26,181 942,363,607 344,t62,574 236,916,704 236,916,704 705,446,903
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590,826,854. I 0 s23,2t8,599484,154,81 I 106,672,043.10i,007,373,410 267,876,798t42,340 t,275,250,208

20t

submitted il schedule of payments towards pending bills as at 3oth November,

From the submitted schedules, the eligible pending bills paid after 3oth November,

were Kshs.4B4,154,81L while payments for ineligible pending bills were

ro6,672,o41.to lthe outstanding eligible pending bills verified by OAG as at 3sth

,2olg were Kshs.523,218,599. The payment represents a 48.1 % of the eligible

bills.

provides the status of payment of the eligible pending bills as at 3oth
N ber zorg

The County Government of Migori did not include the eligible pending bills in the FY

/zo Approved Budget Estimates. The County has reported that the pending bills

been factored in the FY zotglzo Supplementary Budget which is before the County

20

6.2

The

from the above the Controller of Budget recommends the development of a

and realistic pending bill repayrnent plan in line with the Recovery Plan

plated under Section gg ofthe PFMA. The Repayment Plan should be discussed

and on between the National Treasury, and the relevant county officials to ensure

all pending bills are paid as per the agreed on plan.

County Government of Mornbasa

of the Audit6r General conducted an audit of pending bills of Mombasa County

The audit commenced on the r8th January, zorg and the Special Audit

was submitted on z8th May 2or9.

)

i
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The Special Report on Pending Bills as at 3oth June zor8 indicated that the total pending
bills were Kshs.5,347,786sgscomprising of IGhs.3,545,Boo,4 z7 and.Kshs.r,gor ,9g5,966
as eligible and ineligible bills respectively.

The County submitted the following documents to the ocoB- a letter
ref:cECM/F&EP/ADMlzo/rt/rgl (0 dated zoth November, 2otg, copies of bank
statements (for payments to suppliers and/ contractors only), itax general ledger report
for the period covering November zor5 to November zorg and, RTGS transaction details
report and Bank deposit slips (for PAYE taxes). From the documents availed, eligible
pending bills paid after 3oth June zorS were Kshs.r.58 biilion. The outstanding pending bills
as verified by OAG as at 3oth November, 2019 was Kshs.r.97 billion. The repayment
represents a 44.5% of the eligible pending bills.

The table provides the status of payment of the eligible pending bills as at 3oth November
2079

Mombasa Cottnq' Government has included the outstanding pending bills amountilg to
Kshs.33r,483,5zr in the Approved budget estimates for Fy zorg/zozo.

Flowing from the above the Controller of Budget recommends the development of
comprehensive and realistic pending bitls repayrnent plan in line with the Recovery plan

contemplated under Section gg of the PFMA. The Repayment Plan should be to be
discussed and agreed on between the National Treasury, and the relevant county officials
to ensure that all pending bills are paid as per the agreed on plan.

(

)

3,705,503,7 6s s,347,786,393 3,s4s,800,427 l ,80 r ,985,966 t,57 5,t 14,199 1,575,1 14,199 t,970,686,227
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a

6. 10 County Government of Nairobi City

Office of the Auditor General conducted a special audit of pending bills of County

of Nairobi City. The audit exercise commenced on the r8th January, 2or9

Special Audit Report was submitted on z8th May, 2oL9.

Report on pending bills as at 3oth June zor8 indicated that the total pending

and

The

bill

were Kshs.z3,r3 g,794,063 comprising of Kshs.rr,78g,8z9,o7z and

r,555,964,991 as eligible and ineligible bills respectively.

The submitted the following documents to the OCOB: Auditor General Report on

bills; bank statements; County approved budget for the financial year 2ot9l2o2o

IFMIS payment records dated rst January 2o19-3oth November zo]9. From the

ts availed, eligible bills paid after 3oth June zor8 was Kshs.3,63r,4gt,z66.The

eligible pt:nding bills verified by OAG as at 3oth November, 2019 were

,L52,337,8O6. The payment represents aLTyo of the eligible pending bills

The bills of Kshs.3, 6gr,49r,266 include Kshs.z Billion paid to Kenya Revenue

which was not originally reported by the Auditor General as an eligible pending

The provides the status of payment of the eligible pending bills as at 3oth November

20L

The County government's budget of Financial Year zorg f zo conlains an amount of

(2.6 biltion Recurrent and 5$3million Development) for an item termed

AS creditors', which the County reported that it was meant for the pending bills

from the above the Controller of Budget recommends the development of

and realistic pending bills repayment plan in line with the Recovery Plan

plated under Section gg of the PFMA. The Repayment Plan should be to be

3,631,491,26
6

8,152,337,80
6

3.63t,49r,26
6

l l,783,829,07
)

I1,355,964,99
I

,987,17
I

23,139,794,06
3
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discussed and agreed on between the National Treasury, and the relevant county officials
to ensure that all pending bills are paid as per the agreed on plan.

6.z.rrCounty Government of Nandi

The Office of the Auditor General conducted an audit of pending bills of Nandi County
Government. The audit commenced on the r8th January, zorg and the Special Audit
Report was submitted on z8th May, 2olg.

The Special Report on Pending Bills as at 3oth June zorS indicated that the total pending

biils were Kshs.r,447 ,847,6o5 comprising of IGhs.g 42,3o7,84r and IGhs. sos,ssg,764 as

eiigible and ineligible bills respectively.

The County submitted copies of bank statements to the OCOB and a letter dated rgth

November, 2org from the county government showing the summary of pending bills.
From the documents availed, eligible bills paid after 3oth June zorg was

Kshs.6z5,Br9,or8. The payment represents 66.7% of the eligible pending bills. The
outstanding eligible pending bills verified by OAG as at 3sth November, 2019 were
Kshs.3r6,488,Bz3.

The table provides the status of payment of the eligible pending bills as at 3oth
November zorg

The County Government of Nandi reported that the outstanding eligible pending bills
amounting to Kshs.r48 million have been factored in the FY zotgf zozo supplementary
budget which is currently before the CountyAssembly.

Flowing from the above, the Controller of Budget recommends the development of a

comprehensive and realistic pending bill repayrnent plan in line with the Recovery plan

I

)

1,394,228,98s t,447,847,605 942,307,84r s05,539,764 62s,819,018 625,8 r 9,018 3 I 6,488,823
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I

a

l.043,87 1,048 936,865,02275,703,725 1,043,871,0481,980,736,0702,056,439,795I 25,M4,405

tha

6.

plated under Section gg ofthe PFMA. The Repayment Plan should be discussed

agreed on between the National Treasury and the relevant county officials to ensure

all pending bills are paid as per the agreed on plan.

,tz CountY Government of Narok

Office of the Auditrtr General conducted a special audit of pending bills of the County

t of Narok. The audit commenced on the rSth January, zorg and the Special

Report was subrnitted on 3rst May, 2019.

Report on Pending Bills as at 3oth June zor8 indicated that the total pending

were Kshs .2,o56,4gg,7g5 comprising of Kshs.r,9Bo,796,o7o and Kshs.75,7O3,725 as

and ineligible bills respectively.

County submitted the following documents to the OCOB: a schedule of status of

bills as at November 2019 which indicates the amount paid to date as Kshs.r,

o48; and a list of suppliers paid. From the documents availed, eligible bills paid

3oth June zorS rvas Kshs.r8o, 625,47t. The outstanding pending bills as at 3oth

,, 2otgwere Kshs.936,865,o zz.Thepayment represents a 52.7% of the eligible

bills

The table provides the ;status of payment of the eligible pending bills as at 3oth
N 201

Government of Narok has not included the outstanding eligible pending bills

Fy zotglzozo budget. The county has however committed to settle the eligible

bills vide a ]etter dated z6th November, zotg addressed to the National Treasury.

from the abo.ve the Controller of Budget recommends the development of a

and realistic pending bill repayment plan in line with the Recovery Plan

N

ln
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contemplated under Section gg of the PFMA. The Repayment plan should be to be
discussed and agreed on between the National Treasury and the relevant county officials
to ensure that all pending bills are paid as per the agreed on plan.

6.2.t3 Couner Government of Tana River

The Office of the Auditor General conducted a special audit of pending bills of the County
Government of Tana River. The Special Audit Report was submitted on z4th May, zo1g.

The Report as at 3oth June, zor8 indicated that the total pending bills were
Kshs.r,zoz,679,986 comprising of Kshs .so7,c,82,63r and Kshs.695, sg6,7ss as eligible
and ineligible bills respectively.

The County submitted the following documents to the ocoB: List of eligible pending Bills
as at 3oth June 2o1B; List of inetigible Pending Bills as at 3oth June zor3; List of eligible
Pending Bills paid as at 3oth June zor8; Central bank of Kenya statement of Account
LoooLToToB Tana River County Development for the period rst January 20192019 to
3oth June 2o1g; and Central bank of Kenya statement ofAccount 1ooo17o7og Tana River
county Development for the period rst July zorg to znd December zor9.

From the documents availed, eligible bills paid after 3oth June, zorg was
Kshs.198,972,rg4.15. The outstanding pending bills as at 3oth November, 2019 were
Kshs.3o8,rro,436.B5' The payment represents a gg.2% of the eligible pending bills.

a
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308,1 10,436.85198,972,194.15695,s96,755 t98,972,194.15507,082,63 l029,550 t,202,679,386

The provides the status of payment of the eligibte pending bills as at 3oth

2019

from the above the Controller of Budget recommends the development of

and realistic pending bills repayment plan in line with the Recovery Plan

under Section gg of the PFMA. The Repayment Plan should be to be

and agreed on between the National Treasury and Tana River County to ensure

all pending bills are paid as per the agreed on plan.

County Governrnent of Tharaka Nithi

The Office of the Auditor General conducted a special audit of pending bills County

of Tharaka Nithi. The special audit report indicated that the total pending

were Kshs . r;114654892 comprising of IGhs. 7oL,B7L,gL9 and Kshs. 4LI,7BO'973 as

and ineligible bills respectively

submitted the following documents to the OCOB: Approved County Budget,

pplementary Buclget and Appropriation Bill, zorg and the list of pending bills paid

zoth November, zcn9. From the documents availed, eligible bills paid after 3oth June

were Kshs . 416,oo7,q48. The payment represents a 44.L % of the eligible pending

The outstanding pending bills as at 3oth November,2o1g were Kshs . 215,863,971'

The

the

&S,

20
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260,776,492 1,fi2,652,892 70r,8'7r,919 410,780,973 486,007,948 486,007,948 215,863,971

The table provides the status of payment of the eligible pending bills as at 3oth
November zo:rg

The County Government has included the outstanding eligible pending bills amounting
to Kshs 22t,982,g53 million in the supplementary budget of Fy zorgf 2ozo which is
currently before the County Assembly.

Flowing from the above the Controller of Budget recommends the development of
comprehensive and realistic pending bills repayment plan in line with the Recovery plan

contemplated under Section gg of the PFMA. The Repayment Plan should be to be
discussed and agreed on between the National Treasury and the relevant county officials
to ensure that all pending bills are paid as per the agreed on plan.

6.2.15 County Governrnent of Vihiga

The Office of the Auditor General conducted a special audit of pending bi1 of County
Government of Vihiga. The audit commenced on r8th Janu ary 2oLg and the special aud.it
report submitted on 13th June, zorg.The Report indicated that the total pending bills
were Kshs.2,o\T,os2,2gt comprising of Kshs. 1,1s1,148,522 and IGhs. g85,9o3,769 as

eligible and ineligible bills respectively.

A report submitted to the office of the controller of Budget indicates that eligible bills
paid after 3oth June zor8 amounted to Kshs. 1.gL,gLS,2B4.rB representing 17% of the total
eligible pending bills. The outstanding pendingbills as at 3oth November ,zo1gare Kshs.

959,233,238. The relevant documents to support the exercise were not provided.

t
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191,9r5,284 9s9,233,2381,151,t48,522 88s,903,769 tgt,915,284I 4,81 0,000 2,037,052,29t

N

table provides the status of payment of the eligible pending bills as at 3oth

20L9

A of theVihiga County FY zotglzo Approved Supplementary Budget I reveals that

the has allocated Kshs. loo,ooo,ooo towards payment of eligible pending bills.

County has made a proposal to factor an additional Kshs.35o, ooo,ooo in the

Budget II.

from the above the Controller of Budget recommends the development of a

and realistic pending bill repayrnent plan in line with the Recovery Plan

plated under Section 99 of the PFMA. The Repayment Plan should be to be

and agreed on between the National Treasury, and the relevant county officials

that all pending bills are paid as per the agreed on plan.to
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7 RECOMMENDATIONS AND CONCLUSION

7.1 RECOMMENDATIONS

As earlier indicated, non-payment of eligible Pending Bills constitute a serious material

breach in terms of Section gS(S) &) of the PFMA. Consequently, it is our considered

opinion that any of the fifteen (r5) Counties that have any pending bills are in breach of
Section 93(3) &) and therefore the decision by the Cabinet Secretary should be upheld to

allowthe development of a Recovery Plan as contemplated under Section 99 of the PFMA.

The Recovery Plan is anchored in law and as per Section 99(4) of the PFMA is intended

to;

a) identify the financial problems;

b) be designed to place the county government in a sound and sustainable financial

condition as quickly as possible;

c) state the principal objectives of the plan and ways and means for achieving those

objectives;

d) provide budget parameters which bind the county government for a specified

period or until stated conditions have been met;

e) identify specific revenue raising measures that are necessary for financial recovery,

including the rates at which tariffs should be set to achieve financial recovery;

0 set out a specific strategy for addressing the entity's problems, including a strategy

for reducing wastefirl expenditure and increasing the collection of revenue, as may

be necessary;

g) identify the human resources and the source of those resources;

h) describe the anticipated time frame for the recovery, and the milestones to be

achieved; and

i) identify what actions are necessary for the implementation of the plan,

distinguishing between actions to be taken by the entity and actions to be taken by
other parties.
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Below are our recommendations on the fifteen (r5) county governments

The County Government rePorted
of all eligible pending billspayment24,o46,82624,o46,826Baringo1.

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, 2012.

397,855,6097gz,gtz,z68- - -._ 6--
L,Lg(Jrl.o',/r6',/ /2. l1ome[

A recovery plan should be developed in
line with Section gg of the Public
Finance Management Act, zorz'

953,o54,339t,954,476,o682,307,53O,4O73. Garissa

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, zorz.

t,oot,o761543257,296,t6ot,258372,7o34. Isiolo

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, 2012

r,o3z,B6o,B78798,757,r52r,83r,618,o3oKiambu5.

A recovery plan should be developed in
Iine with Section 99 of the Public
Finance Management Act, zotz.

5r3,835,262227,245,7OrKirinyaga 74t,o8o,9636

A recovery plan should be developed in
Iine with Section 99 of the Public
Finance Management Act, zorz.

705,446,903296,9t6,7o4Machakos 942,969,6o7.7

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, 2012.

5zg,zt8,599484,r54,8ttMigori L,OO7,373,41O8

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, zotz'

2,03O,686,2281,515,114,199Mombasa 9,545,8oo,4279

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, 2o12

8,152,337,8o6g,6gt,4gt,z66tt,789,Bz9,o7zNairobi10.
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Nandi 942,3o7,84t 6z5,819,orB 3r6,488,823
A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, 2012.

72. Narok t,98o,796,o7o t,o43,87t,o48 956,865,o22
A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, zotz.

13. Tana River 5O7,O8z,6gt t98,g7z,tg4 3o8,tto,4g7
A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, zorz.

14.
Tharaka
Nirhi 7<tt,87t,gt9 486,oo7,948 2t5,863,97t

A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, zorz.

15. Vihiga r,rSL,L4B,S22 t9t,9t5,zB4 959,233,238
A recovery plan should be developed in
line with Section 99 of the Public
Finance Management Act, 2012.

.l
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The Office further recommends:

t. Review of the IFMIS system to provide for ageing of creditors.

z. Amendment of the Public Finance Management Act, 2ot2to provide for payment

on a First-In- First- Out (FIFO) basis. This will ensure compliance with various

accounting standards which treat debt repayment as a first charge on revenue.

3. Enhancement of technical capacity in budgeting and accounting in the County

Treasury to ensure adherence with the principles of public finance and Standard

Charts of Accounts.

4. Review of the la.w to ensure payments are made on time by introducing a prompt

pay system where if a valid invoice is not paid within certain time, it automatically

attracts interest.

7.2 CONCLUSION'

We note that since the advent of devolution, this is the first time the Cabinet Secretary;

National Treasury invoked his powers under Article zz5 of the Constitution as read

together with section 9z of the PFMA.

From our investigation the issue of pending bills continues to pose a challenge in the

operations and functions of County Governments'. This has overtime led to Counties

accumulating huge pending bills. The pending bills bedevil both National and County

governments and the adverse effects of pending bills on the economy cannot be gainsaid.

As explained in the Report the decision to stop the transfer of funds was triggered by the

effects of the pending bills to the economy and society at large. Thus there is need for all

players undertaking functions under the PFMA Act to adhere to the laid down principles

public finance management and take up initiatives that address emerging challenges. This

should include formulating policies to ensure the adoption of best practice in budgeting

and budget implementation for both national and county governments; and to further

have realistic revenue targets to reduce budget deficits.

Page 57 of 57



T]BI\ISSION FROM

LISTED COTINTY

GOVERNME,NTS

J



NAROK COUNTY

J



r,,t Tr:': '.r'li i) 1,

'/$ N0v ? 1l

t
I

.:

$t

i.. .,u;-
,' 1', i;,r1 -!l)l)' .,,,NAROK COU NTY GOVERNMENT

OFFICE OF THE GOVERNOR
( r,,,.lr\ I l,..lrl,1t,.rrf er..
\lrru \.r;,rill(,,;11. \.rr.rrl'[t,11,'y
1'(r l{,,r .l,lr: .'tr5ix,
\.rr,'k. K,-.n[ .,

Tel: Ol() . 'hH l{(r1() r| 1

I trt.ttl y,..1.tilrlrril il,ilrri. ..,r, t,
inl(l"I tlirf( r1 .r,t, k..:

\\
ll/rr, /i.,,,,'t{,t, Llrr(

REF No: ccN/cVN/pB-riVoL 
1(r)

NAIROBT

26th November, zotg

o

HON. (AMB.) LIKUR yATANT
Ag, Cabinet Ser:retary
National Treasury and planning
P.O. Box 67g39_oozoo

Dear W6v-ailn 0) '{ ata k\U\_-- J
RE: 

M,' 
OF THE COUNry GOVERNMENT OF NAROK PENDING

I write further to my tetter dated 22nd November, zor9.
Firstly' a'ow me to thank you most sincerery for the opportunity tomeet with you this morning, 26,h November iorg. The initiative takenby the Nationar rreasury- to assist county Gorurnments resorve

H:H I'l',jil:t'' 
ana iou' p"'onrr invorvement is commendabre.

as a county,,,.J;;'l;,.T;;:i;;:i#ffd encouragement to us

As agreed' w€ undertake to utirize the funds rereased to us forNovember, zorg for ,rrr.ni Jr"r.t.ri., and apply the balance ofwhich shall not be less ti.n fshs. ,oo,ooo,ooo/_ towi

lH:Illl! ffi:,J 
";miJ,,,,ooo 

as Kshs ;;:: ;:;,:;:;:
c o m m ittrn g Ks h s. 2 o o, o o o, o oo/- i n liT:: .il 

"lT. :.T*l yf .:j
Page I of 2
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January 2020. r assure you that come February, 2020 
'ur 

county shailbe free of pending bills.

ln view of the above commitments and undertakrngs, r write torequest that you de-ilst Narok county from the list of countyGovemments set out rn your Treasury circurar No. zorzotg dated 196November,2o19.

Once again,

yours j,

GOVERNOR, NAROK couNTY
Cc

Ag. Controller of Budget
Blma House

NAIROBI

I extend our sincere gratitude for your support.

ra

SAMUEL K. TUNAI, EGH
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REF NO: CcN/cVN/pe+/VOL r(r)

HoN. (AMB.) UKUR YATANT
Ag. Cablnet Secretary
National Treasury and planning

P.O. Box 67g39-oozoo
NAIROBT

z2nd November, zotg

Dear l+D/', \a*
RE: 5TATUS OF THE COUNW GOVERNMENT OF NABOK PENDING

BILLS

tt

nnr/

we acknowledge with thanks receipt of Treasury crrcurar No. zo/zor9Ref No rGFR/pending Biilsior/A(24) dated r9e ttovember, 2or9 on thestatus of the pending bills by Mlnlstries, Departments & Agencies(MDAs) and County Governments,

The county Govemment of Narok is fury committed to settringeligible pending biils. However, in the discharge of its duty, to ensureaccountable and prudent application of funds, the Countycovemment is obrigated to subject ail the pending biils to a process ofverification. The pending birs arise from awaro lt tenders in the Fyzot4/ror5 and zor5/zo16. performance of the said suppry contracts wasaffected by detays in compretion and in some cases, substandardworks. The count,y Government fert that settring the amounts craimedby the various suppriers and contractors wourd read to rmproperutilization of pubric funds. For these reasons, rn zorg the county
Page 1 of 3



a

mlssioned an audit aimed at verifying all the pending
pending bilrs as at 30rh June 201g was Ksh

Notlng that the rssue of pending biils cut across county Govemments,the lntergovemmentar auoget and Economrc councir (rBEc)
requested the Auditor Generar to carry out an audit of pending birtsfor all county covernments and the Nationar Government Agencies.Narok county Government submitted fts tist of pending biils to theAudttor Generar. upon revrew, the Auditor Generarfound the sum Ksht,980,736,o70 to be erigrbre for payment, whire biils amounting to{th75,7o3,725 were considered rnerigibre due to inadequatesupportlng documentation.

After publicaflon of the report of the Auditor cenerar on pending Biilsand in line with the subsequent directive rssued by the NationarTreasury, we constituted the Narok county pending Biils committeeand members published In the Kenya Gazette.

The Pendlng Birs committee has been working to scrutinize the tist ofall pendlng bilrs and continues to advise the iinance Department onthe status of ellgible and ineligible pending Bllls.

A major challenge encountered whire undertaking this process rs thenumerous court cases that were initiated by suppfers and contractorsregarding their payments status, These have impeded any attemptsby the Pending Biils committee to summon the said suppliers andcontractors to assist in the process of verification.

Nevertheless, the county government of Narok has made significantprogress in the payment of pending b*s. As at zoth November 2019,we had made a total payment of Ksh r,o43,g7t,o4g.

The outstanding barance of pending uiirs as at zos November zorgwas Ksh 936,865,o23. However, r rnust add that these outstanding biilsare stlll subject to scrutiny and verification by the pending Biltscommittee, wh,e those rodged in court are subject to evidentiary

6ovemment com
bitls, The total
2,056143gr7g5.
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llrq-^r. _ .t-..\tr n5a%

proof' A detaired rist of the pending biils, payment status and batancesas at 20th Novembe r 201gis attached hereto for your reference.
we propose, :;ubject to verificauon to commit the sum of Kshzoo'000,000 per 

:o.Tth for the payment of pending b*s and weexpect to fully setfle the same by 3oth April zozo

Yours S t

HON.

I EGH

NAROK COUNW

l, CPA Stephen Masha
Ag. Contrc,ller of Budget
Bima House

NAIROBI

Appendlces

r' List of Erigibre pending Bi,!s and payme' progress os of zorhNovember,zorg

2. List of lneligible pending8ills 
3orh June zo$ Ksh75,7o3,7253' copy of the Kenya Gozette on oppointment of pending BittsCornmftte e lvlembers
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NAIROBI CITY COUNTY

Telephone: +254 20 2224281
Email : info@nairobi.go.ke
Website: www.nairobi.go.ke

City Hall,
P. O. Box 30075-00100,
Nairobi, Kenya.

OFFICE OF THE GOVERNOR
COUNTY SECRETARY AND HEAD OF COUNTY PUBLIC SERVICE

NCC/CS/LOM/995 4'h December,2olg

J. M Nyegenye, CBS

Clerk of the Senate/Ser:retary,
Parliamentary Service Comntission
P. O Box 41842-00100
Nairobi

Dear Sir,

RE: STOPPAGE OF TRANSFERS TO CO GOVERNMENTS DUE TO FAILURE

TOPAY PENDING BILLS

Reference is made to letter Ref. SEN / DCS / SCF&B I 2019 I ll) dated 2B'h Novem ber 2Ol9 on the
above subiect.

Nairobi City County Covernment is pleased to be given an opportunity to explain on the
allegations as set out in tlre Cabinet Secretary National Treasury and Treasury circular no.

20 t2019.

We wish to respond as follows

t. ment
30.11.2019

A list is attached totaling to 7O5i148;128ffi1.n out of which National Covernment
owes kshs. 236,920,5301330 in lieu of land rates.

Website: www. nairobi.go. ke



2. Debts / Pavables fo r- Coods and Services by Nairobi Citv nty Covernment

Kshs. 23, 139,794,063 Billion

3. Payable Pendine Bills bv Nai bi Citv County Covernment
As audited by the Oilice of the Auditor Ceneral to Kshs. 11,783,829,O72 Billion

4. Nairobi City County Covernment

Payments to pendirrg bills upto [as contained in the Controller of budget report] and
KRA

i. Payments to Suppliers - kshs. 2,102,87,898
ii. Paynrents to KRA Kshs. 2.0 Billion

Kshs.3.9 Billion

5. National Covernment

The County Covernment hereby requests the National Covernment to pay atl monies
owed to Nairobi City County Covernment totaling to Kshs.235,920,630,330

The Nairobi City Cor-rnty Covernment urgently requests Senate to intervene.

6. Payables to Nai i City County Covernment by National Covernment

Covernment Owes kshs. 256,92O630J30

NB: Lumumba Corlnrittee put tlre debts as at 9,827,397,85o and not Kshs.
11,783,829,072 Bi I lio n.

7 Dpht rtr (trrtootr
r / Y!.v!!5/

Report attached frorl the National Treasury indicating that they agreed to pay kshs.
B.l Billion in a proposed part financing of Nairobi City County Covernment
Debts / Expenditure .? r-rea rs:

KRA kshs. 4,470,954,288
NSSF kshs. 47O,BOB,3+5
Utilities kshs. 565,018,569
Overdrafts kshs. 891,961,+41

Con tracto rs / Su ppl i ers / Mercha nts kshs. 1,77 1,506,83O

Total kshs. 8;7 O 249,47 4



t

B. Wav forward/llecommendations

Nairobi City County Government should not be classified as not paid pending bills because
the Nairobi City County Covernment has paid over 4 Billion.

Suppliers upto Nove mber 2Ol9 kshs. 2,102,87,8?B
KRA Kshs.2 Billion

9. Nairobi City County Covernment has budgeted kshs. 3.2 Billion thus towards payment of
pending bills during FY l9l2O. [paid Kshs.2.l Billion totatling to Kshs.5.3 BillionJ

However, it should be noted that Nairobi City County Covernment paid Kshs. 2 Billion to the
Kenya Revenue Authority not captured in the Controller of Budget report. Acknowledgement
letter by Kenya Revenue Authority hereby attached.

10. lmmediate release of 8 Billion by the National Treasury to pay the balance of pending bills
estimated at kshs. 9 Billion as per the discussions previously held. We have communicated and
held discussions on ther same with the National Treasury.

For the last two financial years Nairobi City County Covernment has consistently paid all
gross statutory deductions.

It is our prayer that Nairobi City County Covernment should not be classified as having
defaulted in the payment of Pending Bills to its suppliers and requesr rhat kshs. 225 Billion be
paid so that all debts are cleared and some money left for improvement of service delivery.

We have attached all relevant documents.

Please accept our highest consideration and cooperation in this matter

Yours f,,l,l-a.r,z

t.r

LEBOO OLE MORINTAT, OGW
AG. COUNTY SECRETARY AND HEAD OF COUNTY PUBLIC SERVICE

Cc
H.E Governor
Nairobi City County

Yakur Yattani, CBS

Ae. Gbinet Secretary
National Treasury

ll. Payment of Taxes

U,



Accountant General
National Treasury

CEC-Finance
Nairobi CiU County
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Statement on Stoppage of Transfers to Nairobi City County Government by

Ca binet Secreta ry, National Treasu rylPlanning

On August 8th 2017. Nairobians went to elections and elected a new administration. One

of the very first hurdles the new administration faced was a huge debt they could not service

and dwindling revenues. The Administration decided to approach the National Treasury to

assist it in designing a Financial Recovery Plan that could allow it focus on the much

needed service delivery to the people of Nairobi.

2 On 24th April, 2018. the Principal Secretary to the National Treasury wrote to Nairobi

County proposing a Firrancial Recovery Plan. The plan primarily focused on consolidating

the debtors list. The fbllowing list was agreed on:

NAIROBI CITY COUNTY GOVERNMENT DEBTS AS AT

3a/0e/20L7

A

B

As at27/O2/2OL3
lncrease by
30/Oe/L7 Balance 30/09l2OL7

STATUTORY OBLIGATIONS 7,665,379,532.00 20,030,365,075.00 27,695,687,507.00

a) PAYE 640,682,682.O0 3,603,981,260.00 4,244,663,942.O0

b) KRA WHT on VAT 226,290,346.O0 226,290,396.OO

c) NSSF 668,804,722.00 (797 ,996,376.00) 470,808,346.00

d) NHrF 3,568,960.00 (3,568,960.00)

e) LAPTRUST 3 ,673,709 ,21,3.0O 8,456,589,325.00 12,L30,298,53g.00

-Principal 1-,422,33O,345.O0 617,403,007.00 2,039,738,352.00

-lnterest/Pena lties L,259,792,570.0O 7,324,100,512.0O 8,583,893,092.00

UTILITIES 686,343,726.O0 (L21,L38,574.00) 565,205,152.00



c

a) KPLC 686,343,726.00 21,5,348,797 .O0l 470,994,929.O0

3. After further deliberations, the following recommendations were made:

(a) That on PAYE and NSSF, NCCG would immediately start paying the full amount

with the next salary payments.

(b) That Withholding Tax on VAT would also be paicl at the time of paying suppliers

hencefbrth.

D

94,21O,223.O094,210,223.00b)Water

3,795,000,590.00 6,643,272,469.002,847,21L,879.OOACCOUNTS PAYABLE

4,151,699,288.002,592,47',J.,495.001.,569,227 ,793.O0

a) Construction &
Refurbishment of Roads

2,339,264,1-13.O07,190,576,2L4.O0 1,148,687,899.00b) Legal

54,841,196.00 L42,249,068.O087,407,872.00
c) Employee
Benefits/Deceased

107,284,646,351.0080,041,633,77,'.OO 27,243,OLz,590.00LOANS

415,303,548.00 4,081,270,388.003,665,966,840.00a) KCB Long-Term Loan

891-,961,441.002,181,48!,1-44.O0

(1,289,519,703.00

)b) Other Bank Loans/OD

53,225,393,026.0012,260,452,058.00c) Govt guaranteed Loans 40,964,940,968.00

4,170,280,066.0O-Principal 4,17O,280,066.OO

49,O55,!12,960.0036,794,660,902.00 12,260,452,058.00- lnterest

8,L62,872,992.0O8,762,812,992.OOd) LGLA

4,O 'J_,026,234.00- Principal 4,04L,026,234.OO

4,121,846,758.O04,12L,846,758.0O- lnterest

50948242681 t42,L88,75L,589.009t,240,5O8,908.00



(c) On the balance of PAYE, Withholding Tax inclusive of penalties amounting to

about 4.9Billion shillings, it was recommended that this amount and others be

offset against Contribution in Lieu of Rates (CILOR) and Parking Fees held in

arrears by National Government entities amounting to about 8.2Billion shillings

Proposed Plan for Part-Financing of NCCG Debts/Expenditures

CILOR AMOUNT 8,17O,249,474.00

KRA (PAYE, WHT) 4,47O,954,288.00

NSSF 470,808,288.00

Utilities 565,018,569.00

Overdraft 897,961,,441..OO

Co nt ra cto rs/S upp lie rs/M ercha nts L,77L,506,830.OO

On Payments due to Suppliers, the Principal Secretary recommended the following:

Establish a Pending Bills Committee to verifu authenticity of the Bills from contractors

and suppliers of good and services.

Once verified, revenue to NCCG (from Own Sources/Equitable Share) and CILOR should

be used to settle thenr.

The balance of about 4.9B should be included in the NCCG Medium-Term Fiscal Plan

showing clearly houu to pay.

As a last resort, the NCCG should enter a debt swap with creditors.

Pensions

Henceforth, NCCG should provide for Pension funds in their budgets.

On Legacy Debts, a Committee should be formed between NCCG, National Treasury,

Retirements Benefits Authority, Ministry of Devolution and Inter-Governmental Relations

Technical Committee to come up with solutions.

!



WHAT HAS HAPPENED.

1. His Excellency The Govemor appointed a Pending Bills Verification Committee Chaired

by prof PLO Lurnumba. All those people and companies that were claiming money from

Nairobi County were asked to submit their claims to the Committee for Verification.

2. At the same time, the County Govemment submitted a list of Pending Bills to the

Controller of Budget. A total of 4709 Pending Bills amounting to KES 43,546,916,398

which included a list of all Statutory Creditors.

3. The Office of the Auditor General also asked for a list of Pending Bills to audit. The County

submitted a list of 15 12 Pending Bills amounting to KES 23 ,139,'794,066 for a special audit

by the OAG. Out of this amount, the OAG Special Audit t'ecommended payment of a total

of KES 11,783,829,072 as Eligible Pending Bills ancl rejected claims worth KES

11,355,964,991 pending further scrutiny. This list is classifred as follows:

Folio Details Actual List of

Pending Bills

Presented as

at 30/06/2018

o//o Blligible Bills

as at

30t06t2018

o/,/o lneligible

Pending Bills

as at

30/06t2018

A Procurement

of Goods

4,000,592,162 87% 3,491,068,580 t3% 509,523,581

B Procurement

of Services

1,206,583,848 82% 986,073,810 r8% 220,510,038

C Construction

Contracts

1,954,234,579 62% 1,213,453,351 38% 740,781,229

D Legal 15,461,647,693 36% 5,576,497,550 64% 9,885,1 50,143

E Hospital

Creditors

10,869,808

F NSSF 424,878,803 100% 424,878,803.

G NITA 80,987,170 140% 80,987,170

TOTAL 23,139r794,063 11,783,829,072 11,355,964,991



According to the Controller of Budget Report, The Nairobi City County Government had by 18th

November,2019 paid a total of KES 2,102,877,898 in Pending Bills. This is singularly the biggest

amount paid in Pending Bills by any of the 47 Counties by far.

The figure of KES 2,102,,877,898 paid in Pending Bills didNOT include payments of any statutory

Pending Bills.

However, the County has also paid the Kenya Revenue Authority a total of KES 2 Billion as part

payment for tax arrears accurnulated in the period 2013-2017 (KES lBillion on 8d' October; KES

1Billion on 4th September).The County has no outstanding arrears for the Period 20i7 to-date as

we have always paid our PAYE and Withholding Tax when principal payments are made. All

PAYE and Withholding Tax on VAT is ALWAYS deducted at source and paid to KRA when

salaries and suppliers are paid respectively.

There is no doubt that we have made significant effort to clear our Pending Bills given our

financial position. The assertion by the Cabinet Secretary for the National Treasury is therefore

without merit whatsoever. If anything, Nairobi County Government has demonstrated extreme

goodwill even in settling lorrg-standing debts owed to the Kenya Revenue Authority.

Furthermore, we have developed a repayment plan for settling additional Pending Bills of over

KES 3.5 Billion if we are to be funded by the National Treasury.

Current Budget and Plans for Paying Pending Bills.

In our Budget for 201912020, we allocated a total of KES 3,191,394,825 (2,601,000,000

Recurrent; 590,394,825 Development) for paying Pending Bills. However, when KRA came

calling, we entered agreement to pay KES 3 Billion within 3 months so that we could settle this

matter once and for all despite the Financial Recovery Plan we entered into with the National

Treasury that promised to tal<e care of this. The agreement included discussions on waivers after

we have finished payment of the principal amounts.

OUR CURRENT FINANCIAL POSITION



So far this Financial Year, the County has received a total ol KES 4,0431667,300 from the

Exchequer as remittance from Equitable Share for the months covering July to October.

As perthe approved Schedule, we oughtto have received KES 1,591,995,000 in the'month of

November. We have NOT received this money.

In fact, this month, we have struggled to raise revenLle to covet' salaries, which amounts to a

monthly expenditure of KES 1,041,000,000.



a

of the Debts Owed to Nairobi by National Government

ARREARS (P)
PENALTIES
(TNTERESTS)

CURRENT
BALANCE

R, \TES 3,981,950,483 231,382,772,017 235,364,722,500
Pt
(R

TRKING
ESERVED BAYS) 682,645,000 0 682,645,000

KI
(u

:NYA POWER
fayleaves) 873,262,830 0 873,262,930

T( TAL 5,537,858,313 231,382,772,017 236,920,630,330



NAIROBI CITY COUNTY
GOVERNMENT OUSTANDING DEBTS

ARREARS (P)
PENALTIES
(tNTEREST)

CURRENT
BALANCE

RATES
GOVERNMENT PRESS 23,422,000 197,130,814 220,552,914
MINISTRY OF TRANSPORT 17,669,415 1,518,869,254 1,536,537,669
JUDICIAL SERVICE COMMISSION 64,955,933 730,405,994 795,361,927
TREASURY 12,315,940 1,190,420,331 1,202,736,271
PUBLIC SERVICE COMMISS roN 3,230,000 3,202,943,695 3,206,073,695
MINISTRY OF HEALTH 18,754,200 202,158,067 220,912,267
MINISTRY OF ENV WATER & NAT. R 4,048,731 10,091 ,009 14,139,740
OFFICE OF THE PRESIDENT 216,926,999 5,317,564,193 5,534,391,192
MINISTRY OF DEFENCE 336,798,275 5,192,01 9,912 5,519,81 9,187
PARLIAMNET SERVICE COMMI SSION 56,306,492 376,354,202 432,660,694
COMIVIISSIONER FOR PRISON 9,246,935 25,459,945 34,706,790
KENYA POLICE 70,415,074 1,836,201,539 1,906,616,613
MINISTRY OF DEVOLUTION 7,000,825 19,275,943 26,276,669
KENYA AI RPORT AUTHORITY 51,090,490 40,306,166,738 40,357,257,229
SUB TOTAL 892,090,209 60,114,961,416 61,007,041,625
PARKING ESERVED BAYS
KENYA REVENUE AUTHORITY 68,670,000 0 68,670,000
TREASURY 11,900,000 0 11,900,000
CENTRAL BANK OF KENYA 77,290,000 0 77,28A,000
OFFICE OF THE DEPUTY PRESIDENT 198,040,000 0 1 040 000
KENYA BUREAU OF STATISTICS 14,280,000 0 14 280 000
KENYA POLICE 91,240,000 0 91,240,000
NSIS 28,560,000 0 28,560,000
HIGH COURT-MILIMANI 1 05,120,000 0 105,120,000

5,760,000 0 5,760,000
NATIONAL ASSEMBLY 73,160,000 0 73,160,000

8,635,000 0 8,635,000
SUB TOTAL 682,645,000 0 692,645,000
GRAND TOTAL 1,574,725,209 60,114,961,416 61,699,696,625

NOTES
GOK 1,401 PROPERTIES WITH LAND
RATES ARREARS 3,991,950,493 231,659,225,923 235,641,176,306
PARKING 682,645,000 0 682,645,000
TOTAL DEBTS 4,664,595,493 231,659,225,923 236,323,921,306

ountv crfi.iinrv 3nd
Head of Gourity F:.;,: :ir, Seryice

Naji'cri Ci\ 1 -.:- '1
P O. Bcx 3Afi:, . il tCC

NAIRO-q

MINISTRY OF HOUSING

MINISTRY OF SPORTS & CULTURE
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Telephone: +254-(:o) 3:i4ooo
E-mail: inf o@oagkenya.go.ke
Website: www,oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL
E nhonc ing A c cou nt a b i I ity

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

SPECIAL REPORT OF THE AU DITOR GENERAL ON PENDING BILLSOF THE COUNTY GOVERNMENT OF NAIROBI AS AT 30 JUNE 2018

Special Audit Report on pending Bills.
The accompanying.special report of pending bills as at 30 June 201g of the countyGovernment of Nairobi, which compri.e or rirr ri.i o? pending biil, list oieligible pendingbills' list of ineligible pending bills and a schedule oipry.unts of eligible bilts paid by 1sFebruary 2019 has- been [repared, on ,v t"nrri,iy Mbaya & Assocites certifiedPublic Accountants (K), audiiors appointed under section 2s ot the public Audit Act,2015 and in acco-rdance'with the provisions of Article 22g afthe constitution of Kenya.The auditors have duly reported to me the results of their special audit and on the basisof their report, I am satisfied that all the information and explanations which, to the best

:lg,XjJ:wledge 
and belief, were necessary for the purpose of the speciat audit were

The summary of the resurts of the speciar audit is as foilows:

schedule 1: comparison of controrfl gr Budget (coB) tist of pending bills vs theactuar rist presented for audit as at 30 June ioig (apux rl

schedule 2: summa \ or Findings of Actual List presented for Special Audit as at30 June Z01A (Apdx 2) ---

Details COB List
Kshs

Actual List
presented

Kshs
Kshs

2018
Pending b ills at 30 June 64,902,990,000 23 ,139,794,066 4 1,663,195,934

Details Actual List
Kshs

Eligible Bills
Kshs

lne ible Bills
Kshs

2018
Pending bi Ils at 30 June 23,139,794,066 1 1,783,929,072 ,964,99111,

RegionolOffices: Noirobi - Nokuru .Hdoret -Embu .Garlsso. Kokamega.Kisumu .Mombosa. Nyeri ,Bungona



schedute 3: current status of the Eligible Bills as at 15 February 2019 (Apdx 3)

Schedu le4:Summaryoftheineligiblependingbillsasat30June20ls(Apdx4}

ResponsibilitiesofManagementandThoseGhargedwithGovernance

Managementisresponsib-leforthep-reparatiol.,ldj{lresentationoflist.andschedules
pertaining to pending bilrs in.a"c1roin"e with tnt.rnStionar pubtic sector Accounting

standards (cash aaiis) and for ,rrii"i"ing effective-int"rnat control as management

determines is necessary to 
"n"Ote,tn"'-p-'"pZ,-"lon 

of,pending bills statements that are

free from material misstaternent' wneirliJ'" to fraud;;;t; and for its assessment of

the effectiveness "i'i.t"i,iif 
control, risk management and governance'

Management is also responsible.for the submission of accurate statements of pending

biils as at 30 June 201g to the Auditor--cenerar in accordance with the Terms of Reference

set out for purpos;;i 
"rJiting 

t e countv government pending bills'

ln addition to the responsibility for the preparation and presentation o.r-!ne pending bills

staternents described above, *#;#;* i= 
"rro'i.sponsiote 

for ensuring that

procurement raws, the activiti"r, p"nJing bi*s transaJtioni'and information refrected in

the lists and schedules are in 
"o*prirntig 

yi$r 1n3 "irt*ities 
which govern them' and

that public r"rori."t are applied in an effective way'

Those charged with governance are responsibre. for overseeing the county Executive of

Nairobi pending billJ reporting p'ol"I=li""i"*ing the effectiveness of how the entity

monitors compriance with retevantiegisrative ana iegutatory requirements, ensuring that

effective processes and system, JH;;:".i.lg;i,i;'xJv rbr and responsibirities in

relation to gor"rnun"e and risx-management' ';J 
untuting the adequacy and

effectiveness of the contror environment in'reration pro"ur"*ent processes and payment

tot ito"uted services and goods'

Outstanding
Eligible Bills as at

1510212019
Kshs

Kshs

ItsBi paidEligible
I102125/011byas at

30/06/2018

Eligib le Bills
Details

13 B76401 82954706495427082978311Pendin bills

llsBiiblenelig
B10/06/20at 3aSReason for ineligibilitY

Kshs
11,355, 964,991

delivered

menced,
done orntation

comnotworkocum eof dLack notwork/servicesandnoncellaticastalled p rojects
detaile d in matn

Kshs
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2. EXECIJTIVE SUMMARY

o. Comporison of pending bills lists produced by the Controller of Budget ogoinst thot of the

County Government of Noirobi. Ref: Appendix I

b. Bills eligible for poyment: Appendix 2

c. Eligible for poymenr qnd olreqdy poid os or 28lh Februory 2O19: Appendix 3

Controller of Budget List Lisl presented by the County

of Noirobi

Vorionces

No. of Bills Volue (Kshs) No. of Bills Volue (Kshs) No. of Bills Volue (Kshs)

4,7O9 43,546,916,398 '1,51 2 23,139,794,066 J I 97 2O,4O7,122,332

Pending bills presented for

verificotion (Kshs)

Bills eligible for poyment

(Kshs)

Bills ineligible for poyment

(Kshs)

23,139,794,063 | 1,783,829,O72 I1,355,964,991

Eligible Bills os oi 3O

June 201 I
Eligible Bills Poid between 30 June

2Ol8 ond 28 Februory 2019

Outstonding Eligible Bills os ol

28 Februory 2019

(Kshs) (Kshs) (Kshs)

11,783,829,O72 954,064,754 10,829,764,318

Poge | 2
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d. lneligible pending bills os ot 30 June 2Ol8: Appendix 4

lneligible Bills os or 30 June 20.lB Kshs I 1 ,355,964,991

e. lneligible bills but olreody poid os ot 28th Februory 2Ol9r Appendix 5

lneligible Bills os ot

30 June 201B

lneligible Bills Poid between 30

June 201B ond 28 Februory 20'19

Outstonding lneligible Bills os ot

28 Februory 2019

(Kshs) (Kshs) (Kshs)

11 ,357,450,644 146,440,676 I l,2l1,009,968

I

Poge | 3
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6. APPENDICES

Appendix I

Comporison of pending bills lists produced by the Controller of Budget ogoinst thot of the

County Government of Noirobi.

l1 ,

Detqils
c--l

.,Gonlrg !l"eg. o,frpu dOet List 
.

r.. ltr
,{,

I

Actuo! list Prosenled by
' .J

tha County Governrnenl of

Noirobl "

Voriancec-+

.ll

.vl .. I

t ,t

No.

of

Bills

I

Value (Krhs) '"
-,.i,

No. i.'

of 'l

Bills i

Volue (Kshe) ,No. of

'Bills

Volue (Kshs)

..1

r:l

A Procurement

of Goods

334 2,547,453,O41 573 4,000,592,162 (23e) (1,453,1 39,1 2l )

B Procurement

of Services

276 1,570.589,71 3 rs3 1,206,583,848 123 364,005.865

C Construction

Controcts

147 855,939,343 259 1,954,234,579 (r r 2) (1.098,295,236)

D legol 234 5,442,127,208 438 I 5,461 ,647,693 (204) ( 10,01 9,520.494)

E Hospitol

Creditors

899 225,050,1 l g 40 I O,869,808 8s9 2t 4,18O,310

F NSSF 48 424,878,806 4B 424,878,846

G NITA I 80,987,170 (l ) (80.987,170)

Poge I I

Folio.
t '..

rl
!'

t(

,it
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Detqils

fi

rl

1

ionrlor r"r'JT Budgct List

l''

list by

tndlClunty Governmanl of '

):. , ,:' ; '.

Vorioncds
.l i,,''

-\ 
t'

Ii

No.'l

of ,,1

Bills

voiiie (Ksh ,)i

{

No'I I

otj F

Bills
ir i

Yolue (Ksht) No. of

Blllr

I

Vo
,!

luc (Kehs)

'i,r

t

l

H PAYE r20 4,o39,759,O99 r20 4,039,759,099

VAT -

Withheld

737 281,912,522 737 2g l .91 2,522

) TAP TRUST 85 13.593,969,799 85 13,593,969,799

K TAP FUND 74 13,789,869,571 74 13,789,869,571

L KPLC l14 640,719,627 I l4 640,719,627

M Unpoid

Retirees

1,641 134,647,551 1,641 134.647,551

Totol 4,7O9 43,546,916,398 1,512 23.139,794,056 3 I 97 2O,4O7,122,332

Poge I tl

Folio

t. I

t

f

I

I
I

1

{ ' I ,r,.' ''t',

I
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Appendix 2

Bills eligible for poyment

i;'r;i
l- ;l
it'l

,l

lii*;;

Details tJt .r

l

f

i,

I
d,,

.t

II
t, I

I rl

*

--- 1.r-:-;-;' ,il'
Aairol lisl of

pending bills

presenled or ol

3oJune iota
t"i} l'

(Keha)i: i ,.

r f ii i'.i , , ,

96age

T

t

i
J.

l,^r,i
r

T

;Ellgible Bills os
I

ol 30 June

20t 8 (Kshal
t.

I ';,t, .1 I

9ooge

ri

li*

tli

- . ;^ ii*-tr':'.s9
lnellgible ailltr{

".';iiL ru'i.' l'
i

2Ol8 (Krhs)

.+1,

{riii'ii;tr
A Procurement

of Goods

4,OOO,592,162 87Y. 3.491,068,580 | 30/! 509,523,581

B Procurernent

of Services

1,206,583,848 82o/o 986,073.81 o | $Yo 220,510,039

c Construction

Controcts

1,954,234,579 6zo/a l,2l 3,453,351 3Boh 740,781,229

D Legol I 5,461 ,647,693 36V6 5,576,497,550 640h 9,885,1 50,1 43

E Hospitol

Creditors

10,869,808 10,969.808

F NSSF 424,878,8O3 r 00% 424,878,803

G NITA 80,987.170 r 00% 80.987,170

Totol 23,139,794,063 I 1,783,829,072 I1,355,964,991

Poge I lll

I 00%
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Appendix 3

Eligible for pcryment os ot 3OA June 201B

From our review of the subsaquent poyments of the pending bills, we noted thqt the following

bills were pold os ot the yeor ended 30 June 201B. The documents presented to us lo review

ond confirm thot poyments hod been mode were creditors' ledger stotemenls ond sector bonk

stolements. However, the bills on the file were nol stomped "poid" which is the proctise for

poid bills. We re<ommend thot reconciliotionsr/ testr ore mode on subsequent periods ofter

our repor?ing dote before poyments ore mode for eligible bllls

The slotus of eligible bills is highlighted below:

Schedule 3: Currcnl slolus of the Eligible bills or ql 28lh Februory, 2019

ririo I
l,

Detqils
t.

{

;l

,. , )
Eligiblc Bllls bs
ot 30 Junc I

2018 .

I

(xltrs)

Elisiblc Bllls
Poid betwacn
3O June 2Ol 8
ond 28rh
:Februqry 2019

(Kehc)

I

Ouletonding
Ellgible Billi <ri or
28fh Fobruory, :..
2019 

I j

(Kshs)
I

A Procurement of Goodr 3,491,068,580 5l 6,306,342 2,974,762,238

B Proanrement of
Services

986.073,810 145,200,084 840,873,726

c Construction Controcts I ,21 3,453,351 243,49O,703 969,962,648

D Legol 5,576,497,55O 19,067,625

E Hospltol Creditors I O,869,808 10,869,808

F NSSF 424,878,803 424,878,8O3

G NITA 80,987,170 80,987,170

Totql I 1,783,829,072 954,064,754 1o,829,764,318

Pogc I tv

ffi

I

I

{

5,527,429,925
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Appendix 4

lneliglble pending bills os ot 30 June 2Ol8

From our reyiey/ of the pending bills we noted thot there were vorious ineligible bills. Ihe

molor reosons for inellgibility ore os highlighted below

Schedulc 4: Summary of thc lneligible Pending bills os ot 30 June 2018

Foliti'' Detoils lneligible Bills
'{

as

ol 30 June 2Ol8 {

-l _f.: I

Rcasons for lnaligibility {'
,..t',It

, (l
.J i\

A Procuremenl of

Goods

509,523,58I The selection ond evoluotion process nol

documentotion

No evidence of dellvery ond goods

received

Misstoted cloimoble omounts

Not odequotely supported

I Procurernent of
Services

220,510,038 Selection ond evoluotion process not

documented

Not odequotely supported

c Construction

Contrqcts

740,781,229 No certificotion of work done.

Not odequotely supported

D Legol 9,885,1 50,l 43 Motler still pending

Not odequotely supported

Totql I1,355,964,991

Pogc I v

?

i

tt
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Appendix 5

ln ellgible bills os ot 3O't June 2018

From our review of the subsequent poyments of the pending billr. we noled thot the following

bills were poid os ot the yeor ended 30 June 20.l8. The documents Presenled to us to revieY/

ond confirm thot poyments hod been mode were creditors' ledger stofementt ond sector bonk

stotements. However, the bills on the file were not stomped "poid" which is the proctise for

poid bills. We recornmend thot reconciliotlons/ tests ore mode on subsequent periods ofter

our reporting dote before poyments ore mode for eligible bills

The stotus of ineligible bills is highllghted below,

Schedule 5: Currenl slolus of the lneligible bills os qt 28th Februory,20l9

Folio

i

Detoils

i

I

lncliglblo Billr os ol

30 June 201 I
ti! ,iI r. i) ..
i

(Krhs)

lnoligible Bllls pald

between 30 June

2Ol8 qnd 28rh
1"t

Fcbruory 2019

(Kshr)

I

Oulstondlng

lneligible Bitls

os crl 28h
!
I

I

Fibruory, 20l g

(Kshs)

{

A Procurement of Goods 4,268,423 505,255,159

B Procurement of

Services

221,995,691 63,237,469 | 58,758,222

c Conrtruclion Controcts 740,781,229 68,934,784 671,846,445

D Legol 9,885,150,143 10,000,000 9,875,1 50,143

Totol I 1,357,450,644 146,44O,676 I l,2l 1,009,968

Poge I vl

t

ffi

509,523,581



OAG REPORT

TOTAT BIttS

PARTICULARS

Totol Eligible bills
Totol lneligible Bills

Ai,IOUNT

3,49.l,068,580
509,523,591

4,OOO,592,162

VERIFIED AIvIOUNT

3,363,295,932
AIvIOUNT PAID

516,306,342
4,269,423

BAIANCE
2,846,999,499

505,255,.l5g509,52

,872,919,414 520,574,765 3,352,244,647

I

3

Page | 14
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TOTAL DEBT PAID TO KRA

DATE PARTICUI.ARS AMOUNT (KSH)

8TH OCTOBER 2019 PAYE 1,000,000,000
4TH NOVEMBER 2019 VAT 700,000,000
4TH NOVEMBER 2019 WITHHOLDING TAX 300,000,000
TOTAL DEBT PAID TO KRA 2,000,000,000



08 OcT 2019 08 ocT 2019 FTI928IZG4KR Account Transfer I.000.000.000.00 0.00 -993,968,296.70

AGENCYNOTICE DD IOO92OI9

REF:P000534514K
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I(gxye REVENUE
AUTHORITY

ISO goor:zorS CERTIFIED

Public Sector Division

rotb October 2otg

Pooo6B4Sr4K

The County Secretar5r,
The County Government of Nairobi,
P.O. Box 3oo71'ooLo,
NAIROBI.

Dear Sir,

RE: SETTLEMENT OF TAXARREARS

Foilowing the signing of the agreement to settie the tax dispute between KRA and The County

Governm"ent of NairJbi, *" wiJh to acknowledge recovery of Kshs. One Billion being the first of
three instalments as provided for in the agreement. This was recovered on 8ft October,2C79 and is

what should have been remitted in September 2oL9-

you are also reminded to adhere to the agreed payment plan and ensure that the second instalment

expected in October 2org is remitted without fail. Default of any payment will resort to KRA

initituting enforcement and recovery procedures of the entire outstanding balance.

At the same time, you are also reminded of your commitment in the agreement to facilitate the on-

going tax reconciliutio., exercise to establish the correct compliance status as well the outstanding

i* t[Ulity. Some critica] documents and records have not yet been provided and we hope the same

can be uriil"d by latest Friday, rre October 2otg to facilitate conclusion of the exercise.

Yours Y,

George
ty

DTD.

C.c.

The Commissioner
Investigations and Enforcement Department
Kenya Revenue AuthoritY

ON

&m
$n$uvl8rrAs
Crrfidi6

Tulipe lJshuru, Tujitegemee! &
Times Tower Building - Haile Selassie Avenue - P.O. Box 4824o-ooroo GPO, Nairobi, Kenya, Tel: o2o-281 oooo fttttft,OOSt
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REPUBLIC OF KENYA
_HE NATIONAL TREASURY & PLANNING

Nairobi City CounS Sovernment
City Hall

P. O. Box 30075-00 '-'3

NAIROBI

RE:NAIROBIC:":fCOUNTYFINANCIALRECOVERYPLAI{

As you may be awa:er the Nailonal Treasury initiated discussions with the Nairobi City County

Goyernmeni (NCCG: cn a plan to assist in resolving financial challenges facing Nairobi city county

Goverirment (ruCcc; and ultimately get the NCCG onto a financial recovery path'

Arising fi-om the iniiral consultations with representativp:' of your government in2077' we have

.ome up with a fina:'cial recovery plan for Nairobi'

I have attached a ccDy of the proposed financial recovery plan for the NCCG for your review and

comments, Please c: iet us have your comments as soon as possible so that we can schedule a

meeting to concretize' the proposals set out in the propoSed financial recovery plan'

Tclegraphic Address: 22ll :l

Finance - Nairobi
FAX NO.310833
Telephone; 2252299
When Replying Please Q :' ie Ref.

REF No: IGFR/NA..r.oBIl02l47 (20)

County Executive Cc -,tmittee Member for Finance-. .- ..-.. r ---.',,

THE, NATIONAL TREASURY
:'-'i POBOX30007-00100
-:,- l, NAIROBI

DATE: 24th April 2018

.*"li l-9]
':, { I uxat Ii, scs L-i"i,r.!i!

DR. KAMAU :;=, CBS

FRTNCTPAL SECR:"'ARY/NAilONAL TR

Cc. Hon. Mike l' r';vi Sonko
Governor, Nai:':bi Ciiy County Government

P. O. Box 30C':5-00100

NAIROBI

Leboo Cle l.'.-lntat
Ag. County S€cretary
Nairobi CitY CluntY Government

P, O. Box 30C/5-00100

NAIROBI

ISO 9OO1:2OO8
Certified.

i!,,
!t i -'t:-





NAIROBI CITY COU'r-Y GOVERNMENT DEBT, EXPENDITURE ARREARS AND CONTINGENT

LIABILITIES: SIATUS p ", ) PROPOSED MANAGEMENT STRATEGIES

1.0 Background

NCCG total loans, :::lpenditure arrears and contingent liabilities are estimated at Ksh. 142 billion

as at 3Oth Septenti,-ji 2017. l-hese are primarily made of up of (See Table 1 Below):

I. Statutory :.r:ductions -Ksh.27.7 billion (19%l;

li. Dues rela: ::a to Utilities (KPLC and Water) - lGh. 565 million (0-4%);

lll. Accounts'i:,yable (Expenditure arrears due to suppliers of goods and services as well as

staff) - I(s - 5.6 billion (5%); and

lV. Loans anc: :::,'nk overdrafts - l(sh 107.3 billion (75%)

TABLE 1: NCCG DEBTS/O(PEI\'; J;U RE ARREARS AS AT 3OTH SEP 2017

. Balance as at

?il9?l?o13
Ksh-

7,665,3!9,53t
540,682,682

668,804,722

3,558,960

3,673,709,273
e3!!6!5r?.27.

714,699,564

2,q24.3.?2,57i

2,582,722.9L5
1,422,330,i45

1,259,792,570

6a6F43,726
686,343,726

2,847,217,879

7,569,227_,793

7,L90,576,2!4

lncrease/( Decrease):

'u/02/20L3to
30/oe/2o!7
Ksh.

20,o30,368,07s

3,603,987,260

226,290,346

{.797,996,3751
(3,558,960) 

"8,455,s89,325
5,743,383,226

3,313,206,100

7,941,s03,579
677,403,007

7,324,100,512 -
1121,735,5741

12t5,348,797)

3,795.000,590
2,592,47L,49S

7,L48,587,899

Salance as at

30/oe/2o!7

Ksh.

77,695,687,607

4,244,563,9+7

226,290,345

470,808,346

'!2,130,298,538

6,A78,020.202

3,427,905,763

2,624,i72,573

10,623,626,434
2,03-9,733,352

8,583,893,082

s65,245,L52

470,994,930

6,@3,212,468

4,167,699,288

2,339,264,1-r2

% of Toial

1.0 STATUTORY OBL:':/iTlONS

1.1 KRA PAYE, incluCi:'-: Penalties

1.2 t(RA wH VAT

1.3 NSSF Conributionr

1.4 NHIF

1.5 LAPTRUSI Total Silance; Ofwhich
UPTRUS| Pdnor.::

UPTRU,\ Penot:, i lntercst

UPIRUS| AGli:t )cicil
1.5 LAPFUND Totel B:,rnce; oi which:

UPFUND Princi':.

LAPFUND Penoh/ I tntercst

2.0 UTILITIES

2.1 KPLC

2.2 Water
3.0 A€CO UNTS P AY i)."..a

3.1 Construction & R,i':r:bishment of Roads

3.2 LeBal Services

L9:Yd

3%

o%

o%

9%

6%

o%

o%

o%

5%

3%

Oo/.t: ed

4.0 LOANS

4.1 KCB Long-term Lo,:':

4.2 Other Bank Loans.i Overdraft

4.3 Government Guar. :ieed Loansi Oj which:

Principol

lhteftsl

4.4 On-Lent ForeiSn :-c:;'rs; Of which:
Principol

lntePtt

4.5 LGLA Loans; ff rt';';ih.'

lti?cipol
lntercst

ao,o41,533,717

.3,66s,965,840

?.+ql;481,!44
40,964,940,968

4,170.280,066

.3A794,660i902

25,066,377,827
6,379,274212

_. 18,687,101,575

8,762,872,992
4!glj,q2q.?31.

27,243,072,590

4rs3o3,548

17,289,519,7031 .
L2,260,457,058

.J2,260,452,058

r5,855,776,587

75,856,776,687

i-07,284,646,367

4,087,270,388

897,957,44r
53,225,393,026

4,770,280.065

49,O55,112,960

40,923,!48,574

6,379.270,212

34,5-43,878,302

8,162,872,992
4,047,026,234

75%

3"/,

37%

3%

34%

29%

4X

24%

5%

3%

3164,127,846,758

5.0 6RAND TOTAL 91,240,508,908 50.948,242,687 742,788,757,589 70a%

2.o Recommendaiions on how to deal with the current debt/arrears

2.L Taxes and NSS. Contributions

o Going forward, the NCCG must pay the PAYE, and NSSF contributions at the time the net salary is

paid.



o

The NCCG should henceforth pay withholding tax on VAT ihe time oi paying

suppl iers/cont ra ctors '

with regards to NSSF arrears as well as arrears in PAYE and w/H on \" including penalties and

interest due to l(RA estimated at Ksh. 4.9 billion, it is recommenclecl :t these be offset against

theClLoRandoarkingfeesduetoNCCGfromtheNationalGove:lent.ltisestimatedthe
outstandinsClLoRandparkingfeesduetoNCCGtodateisapproxirn.l..'iyl(sh.8.2billion.

Table3belowpresentsaproposalofpossibledebts/expenditurt::.rrearsthatNCCGcould
prioritise for offsetting a8ainst the expected clLoR and parking fees -ceipts from the National

Govern ment.

TABLE 2: PRO POSED PI.AN FOR PART FINANCING oF NCCG DEBTS/':.'{PEND ITURE ARREARS

17a,249,4748,
CILORAMOUNT

1 KRA PAYE, WIIT ON VAT

2 NSSF Contributions

3 Utilities
4 Overdraft

4,470,954,288

470,808,346

565,018,569

891,961,44L

L,777,506,830
5 Contractors/ Suppli

8,!70,249,474
SU RPLUS/DEFICIT

2.2 Outstanding Utilities PaYments

Outstanding utilities payments estimated at Ksh' 565 million shoul':

own source revenue or receipts from National Governlnent in respe"

parking fees.

a
: offset against the NCCG

:f outstanding CILOR and

2.3 Payments due to Contractors and Suppliers

" The NCCG shouid consider establishing a pending Bills committee to . ,:ify the authenticity of

theBillsfromccntractorsandsuppliersofgoodsandservices.
ooncethebillsareauthenticated,partoftherevenueduetotheNCC3':omtheClLoRand

parking fees should be applied to offset the outstanding bills'

oThebalance(Ksh.4.9billion)shouldbeincludedintheNCCG',smedri-termfiscalplanclearly

indicating how the arrears will be paid off'

o As a last resort, the NCCG should also consider entering into debt/as:':: swaps with creditors to

^r -t-^ta -anrlinc hiilc in rhp event that some creciitors s.,,-'i court redress which
OiTSeI SUlllc Ur LrtE)c Ptrrs'r'b

could lead to escalation of the arrears'

2.4 TAPTRUST and LAPFUND arrears

First, we reccirrmend that going forward the NCCG should e:.:.::e that currel]t pension

obligations are fully funded. ln this regard, the NCCG must ,:,iude in its annuai fiscal

framework/budgetanallocationtocoverthepensionobligatio:'evenasmechanismsfoi.
dealing with the legacy debt are developed'

Second, with regard to the legacy debt relating to the period ;,:,.-eding the ro|l out of the

devolved system of government as well as pension arrears accun:-r'ated post-devolution' it is

recommendect that a committee be established to review the arr::;i's and advise on how the

arrears shoulcl be dealt with. The committee should comprise of, '-' : :ng others' the Nccc' the

o

c

o

o



National Treasurl,. ietirement Benefits Authority (RBA), the Ministry of Devolution and Planning

and the IGRTC.

Third, it is propos::' that even as the review/confirmation of pension arrears continues, that the
NCCG sets aside fr ':js each financialyear to defray the arrears. lt is also proposed that the NCCG

neSotiates with tlrr riension sclremes for reduction or waivers on interest rate on the arrears.

Fourth, the NCCC .':ould also consider as a last resort property swap in respect of the pension

arrearS.

ln addition, Parlia;:':nt should be requested to re-introduce, for consideration and approval, the
County Governrne: .s Retirement Benefit Scheme Bill that had not been approved by the end of
thetermof thela:..2arliament.TheBill providesforaframeworkfordealingwithLAPFUNDand

LAPTRUST scheme ,

2.5 Loans

r With regard to l::: overdraft of Ksh. 891 million, it is recommencied that when settling

debts/arrears,the'.'CCGshouldgiveprioritytothisdebt.Thisisbecausetheoverdraftmayhave
been acquired irrlirularly and therefore there is an urgent need to pay off the overdraft to
ensure the NCCG r:i.-rplies with the law. lt is therefore recommended that the NCCG offsetsthe
debt against the e.:.ritable share of revenue and own source revenue as soon as is possible,

oreferablrT not later .han Decembe r 2011.

" KCB long-term ica'-: The NCCG should enter into negotiation with the KCB with a view to
securing more fav,;rrable terms e.g. extension of the duration of the loan or lower interest

rates. lt is further 't:onrnrended that the NCCG sets aside adequate funds in its annual budget

to service the ioar:.

o Nationaf Governri :::t Guaranteed loans: First, it is recommended that the NCCG and the
NationalTreasury i:,;irtly review the loan balances to establish the correct balances.

r Seco;td, it is recoj.::'irended that the National Treasury writes off part of the arrears relating
accrued interest. T- s would require authorisation by Cabinet (see Section 59 of the PFMA).

' Third, the NCCG s,^::rld set aside funds in its annual budget to repay the outstanding principal

loan.

2.6 lmprove Own li :..rrce Revenue (OSR) forecasting
o The NCCG nrust pt ir place a mechanism to ensure credible revenue forecast in order to avoid

the risk of ending .:: with huge fiscal deficits when revenue estimates are not realised. It is
recommended thal :hrough Regulations, year on year projected revenue growth be capped at
not more than 10')ai'cent unless the NCCG can demonstrate the capacity to raise higher levels

of revenue.

o ln this regard, we .:commend that the NCCG revises downwards own source revenue (OSR)

projection in the br.r'3et for FY 2077/78. (See Table 4 attached as Annex for proposed Cash Flow

Plan for FY 203.7/ii ;c 2018/791. The Controller of Budget should also be empowered to reject
requests for funds .';ithdrawal against budgets approved with unrealistic revenue projections

(i.e. year on year g;;,..vth above 10 percent).

r lt is, however, rec'-.':irnended that the revenue groMh caps be waived in the financial year

201'9/20 when the :r:oposed policy to support the enhancement of county own source revenue

g

o
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2.7 ExcludetheNccGfromthelegalrequirementofminimumde'.-,ioprnentspenciingof30

is expected to be substantially implemented' lt is expected that in [-r'

revenue will grow by ZO%and 10% respectively'

The NCCG, therefore, should come up with revenue enhanceme'

revenue realisec should be earmarked for debt/arrears repayment'

percent of the annual budget

r lt is proposed that authority be sought irom Parlianrent to waive

Section 107(2)(b) of the Public Finance Management Act of 2012 tr'';

minimum of ihirty percent of the countY governmen(s budget

development expenditure'' This legal requirement if not waived wii

capacity of the NCCG to pay off the outstanding debts/arrears

restricted duration to enable the county regain a balanced fiscal pos::

2.8 Enforce strict expenditure controls

The NCCG shall identify possible savings from other budget lines'

ln addition, tlrere is need for the County Government to esi: .lish commitnrent control

mechanisms to ensure tnri erp.naitures are only initiated when'. 'r:e is a budget and cash is

available.TheNationalGovernmentthroughtheNationalTrea:'..:rlrayprovidesuppor-tif

.\rgl2O and 2020/21, the

rreasures ano additional

..e ;'equirement set under

'.'over the medium term o

- tall be ollocotea to the

:rontinue limiting the fiscal

-::is waiver shall be for a

-: n.

o

€

o

requested by the NCCG' 'r Table 4 attached as

Further, it is recommended that the MediumTerm cash flow plan s': out rl

AnnexbeadoptedbytheNCCG(ExecutivecommitteeandCouru''issembly)andenforcedas
the NccG financial ,..o*., plan for the period 2ol7 l:,i8 lo 202..:2 to be monitored by the

National TreasurY

2.g Reducing the wage bill

o TheannualwagebillfortheNCCG,sincetheestablishmentofthei...|ltygovernnlentshasbeen
above50percentofthetotalNCCGrevenue.Thisiswayabovet|-.iiilitsetinthePFMAof35
pe rce nt.

Asshownintable5below,over45percentoftheNCCGemplc.,..lsare50yearsofageand
above. Giver..: trrat a significant proportion of the county emplorTt is 0r€ old, this presents an

^-^^,+,,^;r,, f.,r rpdl.ins the County wage bill
UPPUI tu'rr!Y

Toreducethewagebill,itisrecommendedthat2,gT8staffdu..orretirementbetweenFY
2017/lsano2O2Ll22beretirecjwithoutreplacement.Thiswiil::neratecumulativesavings
estimatedatKsh.T.4billionbetweenFY20lT/18and2o21122(a::.annualsavingofKsh.2.65
billion bY 2021122\'

ltisfurtherproposedthatanadditional2,055staffberetireduno...ivoluntaryearlYretirement
schemeatacostestimateatKsh.2.5billion.Thiswillgeneratr.'.nadditionaIannualsaving
estimated at i(sh. 1.7 billion (and cumulative savings of Ksh.5'1 bi ;n between FY 2019/20 and

i:ili:i:. wourd require further consurtations with the trade u,': -,rs anci pension schemes, in

light of the huge unfunded pension obligation'

o

o

o



Table 5: cost 2017t2018

Less than 40 Years '978 - 1994

CATEGORY I .-ate of Birth No Personell Cost Cum. Percentage

More than 55 years j :SSo -tOOZ 3024 3,275,347,519 23%

50 - 54 Years
I

,'963 - 196g 2778 2,995,705,675 45%

40 - 50 Years i',ga} - rctl 5211 5,440,887,106 84o/o

1780 2,304,176,887 100o/o

14,016,117,187
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TELEPHONE 0535252355
Email: info@nandi. so. ke
Website: www.nandi. go.ke

Ref:IGFR/Pendinrr Bill /OI /AI1 8)

COUNTY GO\rERNMENT OF NAIiIDI

OFF'ICE OF THE GO\TERNOR

P.O. BOX 802-30300
KAPSABET

4th Dec- 2O]-9

*

TO TIIE CLERK,

Trrn SBgg*t

Dear Sir,

RE: SEITLEMENT OF PENDING BILI,S.

Reference is made to a letter Ref No. IGFR/Pending aills/0f/n(18) from The National Treasury dated 22nd

October, 2019 whose overriding theme was the dire state of outstanding bills and the need for counties

to make appropriate plans to settle the pending bills in full. Further correspondences and advisories

required the County Governments to set up lneligible Pending Bills Committees with mandates stipulated

under the Terms of References provided to us.

On the initial report provided to The National Treasury by the Controller of Budget, Nandi County was

enumerated as among the counties that had not met the 50% threshbld on the settlement of pending

bills. Specifically, the report indicated that out of the eligible pending bills of KSh.942,307,841, Nandi

County had paid Ksh.320,114,388, representing 34% of the total payable amount. On the basis of this,

Nandi was listed among the 15 counties whose funds were to be stopped for non-compliance. However,

a reconciliation of our records with the Controller of Budget and National Treasury reflected a true
position of Ksh.525,819,018 being the actual amount paid, representing 66% payment of the outstanding

amount. This in effect classifies Nandi as among the counties that have made attempts to clear the
pending bills.



(ok

The Ksh'942,307,841 comprises both historical bills (years 2013-2016) of Ksh. 420 Million and the
balance being the bills for Financial year 2OL7l2}1g

The above notwithstanding, we recognize that more effort needs to be put towards clearing all pending
bills. we have therefore taken the following actions to address the matter:

(i) we have factored in our recently approved supplementary budget, tch. zs2 Million for the
payment of the historical pending bills. This will be paid by the end of this financial year. The
balance of lGh.160 Million will be factored in the budge t for 2020/2021 and shall take the
first charge (First ln First out) as per NationalTreasury advisory. The u/1g bills were already
factored in the budget as Work ln progress.

(ii) we have constituted the lneligible Pending Bills committee which has already began the
process of resolving the issues around the ineligible pending bills. Attached hereto is the
gazette notice to that effect.

(iii) our budgeting is realistic on the aspect of own source Revenue. This shall ensure that future
commitments are made on the basis of realistic revenue estimates.

A copy of our appropriation bill is annexed hereto, the same indicating the budgetary provisions for
settlement of pending bills.

I look forward to favorable considerations from the senate even as we partner together to ensure
devolution works.

Yours

Hon. SANG

GOVERNOR, COUNTY GOVERNMENT OF NANDI

(u cAEt NET SECRETARY, NAnONAL TREASURY

(2) CONTROU.ER OF BUOGET

I

CC:
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THE NANDI COUNTY SUPPLEI\48\i1'ARY APPROPRIA-TION BILL' 2019

I certify that this printed impression is a true copy of the Bill passed by the

County Assembly on the 28th day ofNovember,2019'

/)/., r
,ffic''t"'

Clerk of the CounS' sembly

Presented for assent in accordsnce'*,ith the provisions of the County Government

Act No. 17 of 2012 on the 29'h day of November, 2019'

Spealwr of the CountY Ass'emblv.

I
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THENANDICOUNTYSUPPLEMENTARYAPPRoPRIATIoNBILL,2019

A Bill for;

An Act of the county Assembly to authorize tbe issue of a sum of money out of the county

Revenue Fund and its application towards the service of the year ending on the 30th June'

2020 and to appropriate that sum and a sum voted on account by the County Assembly for

certain public services and purposes'

ENACTED by the County Assembly of Nandi' as follows-

Short title.
l.ThisActmaybecitedast,heNandiCountyAppropriationBill,of20l9.

T.TheCountyTreasurymayissueoutoftheCountyRevenueFundandapplytowardsthe

supplygrantedfortheserviceoftheyearendingonthe30sJune,zazo,thesumof

KenyaShillingsEightBillion,FivellundredandThirteenMillion,FourHundredand

Fifty Eight Thousond' Four Hundred and Thirly Two Only'

3.ThesumgrantedbySection2shallbeappropriatedortheseveralservicesandpurpose

specifiedinthesecondcolumnofthescheduleintheamountsspecifiedinthethird

column of the schedule'

I
4.4.TheSumgrantedoutoftheCountyRevenueFundbySection(2)includesthesumof

KenyaShillingsEightBiltion,FiveHundredandThirreenMillion,FourHundredand

FiftyEightThousand,FourHundredandThirtyTwoonly.AuthorizedbytheCounty

Assemblyonthe26sJune,zolg,inaccordancewithArticleT24of.theConstitution.

I
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THENA}{DICOUNTYSUPPLEIuENTARYAPPRoPRIATIoNBILL,2019

SCHEDULP

R4411

R 4413

R 4412

R 4415

R 4418

R 4414

R4421

Recurrent ExPenditure

The amount required in the year ending 30th June' 2020

for salaries and expenses ofthe County Executive' The

estimate also includes expenses related to Governors and

The amount required in the year ending 30th June' 2020

for salaries and expenses of the Administration' Public Service

and e-Government..'-.

The amount required in the year ending 3Oth June' 2020

for salaries and expenses of the Department of Finance and

Deputy Governors' staff" '

Economic Planning.. ..

The amount required in the year ending 30th June' 2020

for the salaries and expenses for the Department of

Health and Sanitation

The amount required in the year ending 30th June' 2020

for salaries and expenses of the Department of Agriculture

and Co-operative DeveloPment"

The amount required in the year ending 30th June' 2020

for salaries and expenses of the Department of Education'

and Vocational Training and Development including

Bursaries and scholarshiP fund

425,402,580

515,587,409

437,422,915

280,1 18,698

237,774,239

2,253,024,243

41,078,075

The amount required in the year ending 30th June, 2020

for the salaries and expenses for the Department of Trade'

Industrial Development and lnvestment" " "'

?





THENANDICOUNTYSUPPLEI{ENTARYAPPROPRIATIONBILL,2019

SCHEDULE

Recurrent ExPenditure

4420

441',l The amount required in the Year ending 3Oth June, 2020

for salaries and exPenses of the DePartment of Sports, Youth Affairs'

and Arts.

The amount required in the year ending 3Oth June' 2020

for salaries and expenses oitt't Department of lnfrastructure

nouO., Transport and Public Works""

The amount required in the year ending 30th iune' 2020

for the salaries 
"na 

.*f"r,r.s for rhe Department of rourism

89,132,976

50,829,851

33,269,010

68,029,251

24,199,559

649,760,252

5,106,229,058

4416

R 4419

R4422

R 4423

Culture & Social Welfare'

,
a

The amount required in the year ending 30th June' 2020

forsalariesandexpensesoltheDepartmentofl,ands,
Environment and Natural Resources and Climate Change" " '

The amount required in the year ending 30th June' 2020

For salaries and expenses oithe Department of Public

Service and Labour'

The amounr required in the year ending 30th June' 2020

forsalariesandexpensesfortheCountyAssembly.

SUB TOTAL

I
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THENANDICOINTYSUPPLEMENTARYAPPRoPRIATIoNBILL,2019

ECHEDULE

Devel oPment ExPenditure

D4411

D 4413

D 4412

D 4415

D 4418

D 4414

D 4421

D 4420

D 4417

D 4416

Theamountrequiredintheyearending3fthJune,2020
io, ttt. County Execudve" '

Theamountrequiredintheyearending30thJune,2020
for the Administration 

p'Uii" service and e-Govemment'

Theamountrequiredintheyearending30rhJune'2020
for the Department oifin-"t and Economic Planning" '

The amount required in the year ending 30th June' 2020

for the Department oi e'g6"uttute and Co-operative " '

develoPment

in the Year ending 30th June' 2020

Education and VocationalThe amount required

for the DePartment of

Training.

25,780,655

3'7-1,821,759

45,639,914

't'11,936,485

311,609,214

566,363,51 5

94,600,000

452,338,867

76,73-1,355

56,339,479

f

Theamountrequiredintheyearending30thJune'2020
;;; ;. Department of Health and Sanitation' ' ' ' " "' ' ' "

The amount required in the year ending 30th June' 2020

for the Department of Trade' lndustrial Development

and Investment""

Theamountrequiredintheyearending30thJune,2020
i"t'* r"O*ttent of Roads' Transport' lnfrastructure

and Public Works'

The amount required in the year ending 30th June' 2020

for the Department of Sports' Youth Affairs and

Arts...

The amount required in the year ending 30e June' 2020

for the Department of Tourism' Culture & Social

Welfare.

t
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THENANDICOUNTYSUPPLEIuENTARYAPPRoPRIATIONBILL,2019

SCHEDULE

D 19

D

Devel oPment ExPenditure

The amount required in the year ending 30th June' 2020

for the Department of Lands ' 
Environment

and Natural Resources and Climate Change'

The amount required in for year ending 30fr June 2020

for the development of the County Assembly

42'1,872,131

200,250,000

3,4$1,229,314

8,513,458,432SUB TOTAL "":"""""
GRAND TOTAL IGh......
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FI]aANGE, EGONOUIG PI.ANilING & TRADE
Telephone: 07287LO490 P. O. BOX 10-50406

Email: countvtreasury,@tharakanithi.go.kc KATHWANA

REF: TNC/FIN I TNT I Lt I L9 28th November 2OL9

The Cabinet Secretary
The National Treasury and Planaing

Attention:
Mwenda
Fiscal Affairs Department

Dear Sir,
RE: THARAKA NITHI COUNTY GOVERNMENT PENDING BILLS

Following various deliberations and subsequent confirmation by the Office of
Controller of Budget of the status of pending biils for Tharaka Nithi County
Government, I reiterate that the County Government had Kshs 7O1,87L,919 as

eligible pending bilis as at 30e June 2018 and has paid out Kshs 486,007,948
leaving a balance of Kshs 215,863,971. This outstanding balance has been

factored in the in County Government budget through supplementary
appropriations approved by the County Assembly on 27,e November 2019. The

County Treasury commits to settle the same within three (3) months subject to
availability of funds.

Therefore, the County Treasury pleads to have its name expunged from the list
of non-compliant counties and exonerated from the consequences thereof.
Further, we request your office to help fast-track November 2Ot9 and
subsequent exchequer disbursements to facilitate further payments of pending
bills.

Yours sincerely,

DOROTI{Y I.K NAfiIASIIA
COUNTY EXECUTWE MEMBER

t

.r1,b.
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SUMMARY OF PEND ING BILLS AFTER THE AUDIT BY THE OAG AND STATUS ON I'AYMENTS BY COU NTY GOVERNMENTS AS AT 28TH NOVEMBER 2019
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REPUBLIC OF KENYA

FINANCE AND ECONOMIC PLANNING

Isiolo County
P.O box 36 -60300

ISIOLO.

30h November,2019 /

Whcn rcplying please qttote

REF; ISI-IFIN|/OLJ?0

)
I*h^ "; tr w

The County Coordinator (OCOB),

Isiolo County,
P.O. Box 35616 - 00100,

IsIOLO.

REF: Isiolo Countv Pendine Bills as 30th November 2019.

Following the resolution on Thursday, the 28h of November l9 made at the National Treasury between

the Governors of 15 counties and the Cabinet Secretary for Treasury and Planning on the pending bills

issue, we are hereby attaching an advance reconciled pending bills status for the County. Remember we

are referring

The County

1 Has

2 Wi[
(2) financial years, as follows:

e

350,000.000.00FY 20t9t20

246,8t4,522.84w 2020t212

596,8t4,522.84Total

1

No. Time Frame Amount (Kshs)

I
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3 Has already budgeted Kshs. 150,000,000.00 in the first supplementary financial year of 2019120.

The CGI will budget in the next supplementary another Kshs. 200,000,000.00;

4 Will investigate further through the established County Pending Bills Committee the ineligible

pending bills totaling Kshs. 610,L34, 606.76 and share with the Office of the Controller of

Budgets (OCOB, Office of the Auditor General (OAG) and the National Treasury (NT)

Under these circumstances, the County Government of Isiolo will strictly follow these timelines to

ensure that this issue is resolved and does not recur. Attached, please find reconciled pending bill

status as at 30th November 2019

CEC Finance
lsiolo Counry Government

P. O. Box 36
tsloLo

A. Haji

nce and Economic Planning

Director of Planning and Budget

ational Treasury

.O. Box 30007 - 00100

Controller of Budget
'.O. Box 35616 - 00100

House, Harambee Avenue,

Auditor General

.0. Box 30084 - 00100

versary Towers, Monrovia Street

- * Regards,
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GOVERNMENT OF ISIOLO

SUMMARY 1920OVEMBERNAAS 29T}ITBILLSINGPEND

.84s9 814

6.7661 079

108,047 08.00localDefunctthefromAmount

14,941 .60ITotals
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REPUBLIC OF KENYA
f\6#l

\di;^ l+:l'.""*"
1c-t*.

COUNTY GOVERI.{MENT OF VIHIGA
When replying please quote:

Our Reft LA/GEN63/2019
Date: 3'dDecemberr}0l9

P.O BOX 344-50300

MARAGOLI

IN T}IE MATTER OF THE CONSTITUTION OF KENYA

IN THE MATTER OF THE COUNTY GOVERNMENTS ACT

IN THE MATTER OF THE PUBLIC FINANCE MANAGEMENT ACT

IN THE MATTER OF TIIE PUBLIC PROCUREMENT AND ASSET DISPOSAL ACT

IN TI{E MATTER PENDING BITLS AND CLAIMS AGAINST THE COUNTY

GOVERNMENT OF VIHIGA

MEMO UM

TO TI{E SENATE

ON PENDING BILLS AND CLAIMS

AGAINST TIIE COUNTY GOVERNMENT OFVIHIGA

1. The Counfy Assembly of Vihiga in June 2017 com:nissioned a special audit of all pmding

bill by the office of the Auditor General.

2. Deparberents were asked to submit all the pending bills in their respective deparhents

and the list presented showed that the pending bills ran into the whooping sum of Kshs.

2,481,399,292.40.

3. In its preliminary report the Auditor General observed that the figures from the

departnrents were prima facie faulty as the deparhents quoted the contract zums as

opposed to the value of the work done and payable amounts pending.

4. This figure was thus revised to Kshs. 1,602,515,507.U. The figure of.'J-,602,515,507 was

purely based on the certificates of works in the files. It does not necessarily represent the

pending bills as per the works done.

l

t
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5. A scrutiny of the alleged pending bills by the Auditor General left the alleged pending

bitts Kshs. 825,259,\30.04 for considerationby the County Executive-

6. The office of the Auditor General prepared its preliminary report and asked departrrents

to respond to several iszues raised regarding the pending bills amounting to Kshs.

826,259,L30.04. The Auditor General further made recornmendations and conditions for

payment on each of the al.leged pending bills.

7. Itis fromthisbackdrop thatH.E. Dr. Wilber I( Ottichiloconstituted atAdHoc committee

to look into and review the alleged pending bills with a view of coming up with a clear

way forward on each and every claim and pending bills for communication to the

contractors.

8. Thus the three main documents of reference by the committee were the preliminary

reportby the Auditor General, the responses of the departments to the queries raised, the

respective files of the specific pending bills, Bank account Statements and the IFMIS

statement for the relevant period of time.

g. The Ad Hoc Committee prepared a Preliminary report which was guided by the general

principles including-

Procurement must be within the budget and the annual Procurement plan.

(Section 26(3)a of the PPADA).

Goods and services to govemment can only be provided by a contractor

(Corporate body or business enterprise) after being instructed by * authorized

officer (Chief Officer) of the said govemment.

111. The Public Procurement and Asset Disposal Act and the regulations thereto

provides for MANDATORY procedures in procurement. Where there is no

requisite legal documentation, no payment.

Where the legal documentation is available and the procrrement process aPPears

legit the department to confirm delivery of the goods and or services and pay.

The Preliminary Report of the Ad Hoc Committee is available for tabling.

1.

11.

lv.

10. This threshold has been affirmed in the case of Greut Highland Sentices Ud A rc
others o County Gooerttment of Nyri t20191 eKLR in which the Court summarised

the issue as hereunder;
"In tlu face of all thex slurtcomings in tlu eaiilence the plaintifls submit tlwt:



(



"This roas a peiod zolun counties 70ere beginning to operationalizt tluir
mandatcput'ntant to tluir establishmentunder Article L76 of the Constitution.

It was a time of great uncrtainty regarding applicable statutory anil

prcceilural laws and rulcs zuith many teething Toblcms erperienced.

Accordingly, tle issue of pre-contract and contractual ilocuments applicable in

emergency cays Toas not zoell dcfined. lt is no surprix thnt the defendant's

ofuials tesorted to asking thc plaintiffs to unilertake wotks, afier which

the issue of preparation of the most apyopriate ilocumentation woulil

follow.......that the plaintiffs undcrtook tlw assigned zoorks on aarious roads

to full contpbtion and to the satisfaction of the defendant thus entitling tlum to

payment".

With due respect to counsel and the plaintiffs I fnd this submission to be fantastic,

Despite the fact that the County govefrlxnents had just come into place the

moile in u:hich gooetnment iloes legitimatebusiness is knoutry anil established'

It can neoer be the same as one going to the market and making an oriler for
goods and sensices, At no tirne after the coming into being of the County Goaernnunts

70as any law suspeniled. County Goaernments are public entities- there utas no

uncertainty about anything- the Public Proctremmt Law in situ. lt cbarly set

out tlw proedure to be followed and it zoas in the interests of the plaintiff, as upight

busitus*s to carry out dlc diligence to ensure tlut tlv proryr proedures were follnued
as they wae tlu ones spending their money to do the work- hence thc rced to *care tle
sami,",

11. At the preliminary stage, Pending Bills worth Kshs. 190,2L6,347 had been approved

for payment as per the Executive Summary. These are Bills which had all the legal

documentations and projects verifiable based on the documentations available at that

stage.

1.2. The Committee, in its preliminary stage recomrrrended that
1. The Report be made available to the Contractors and the public which was done.

2. Any alteged bills which may not have been captured in this discourse be submitted

for consideration.

3. Any contractors aggrieved by the recommendations to do a memorandum to the

County Secretary within L4 days of publication clearly laying down the grounds

for the grievances and enclosing *y evidence supporting their clairns.

4. Similarly members of the public who feel that certain contractors who should write

to the County Secretary within 14 days clearly setting out their reasons and

enclosing any evidence.

13. The issues in Number 12 above would form the subject of the final stage.





14. Before the final report could be finished, the Office of the Auditor General ca:ne in to

carry out an independent audit wherein it identified Legible and ineiigible Pending

Bil1s. The report for Vihiga County is available for tabling.

L5. The process was thus subjected to the Auditor Gmeral and the Ad Hoc Committee of

the County disbanded-

LG. It is important to note that some of the Pending Bills cleared as legible for payment by

the Auditor General do not in the opinion of the Cor:nty meet the legal threshold for
proorement and payment. In one instance a contractor has actually disowned a

pending bill approved as eligible by the Auditor General.

i.7. The Auditor General recornmended the formation of a Committee to check the

ineligible pending biIls and went ahead and provided for its membership.

Interestingly there is no provision for a legal person on the Committee. See the letter

dated 19d']une, 2018 from the Controller of Budget which is Attachment 5.

i.8. The County has constituted this Committee and as we speak they are down to work.

Gazette Notice Number 10900 of 2019 is available for tabling.

19. In the last financial year 100 million was set aside for Pending Bills and 57 million was

paid. The 43 million was not paid due to KRA compliance issues on the part of the

contractors. The money was re-budgeted and is part of the 450 million.

20. The County has prepared and the County Assembly approved a Supplementary

Budget with 450 million for Pending Bills. A copy of the Supplementary Budget is

available for tabling.

2L. As soon as the money is released the County rrmake Payment of the pending bills a

priority.

SIGNED

DR. PATRICK SAISI
DEPUTY GOVERNOR. VIHIGA COUNTY
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SYNOPSIS OF PENDING BILLS FOR COUNTY GOVERNMENT OF
KIRINYAGA

PARTY
NWOLVED

EVENTPERIOD/TIME

Internal review report indicates about 5O7o

singte individual.The person later dies in mysterious
circumstances. (matter with DCI)

belong to aFinance and
Economic
Planning
Department

On assumption of
oflice,H.E the
Governor is
presented with
Kshs. 296.1M
worth of pending
bills

AUGUST 2OT7

The County didn't have budget for
General agrees to undertake at his own cost

such audit.T?re AuditorAuditor GeneralH.E the Governor
requests the
Auditor General to
assist in special
audit to
authenticate the

AUGUST 2OT7

Auditor General
General committs
to undertake the

The

audit

MAY 2018

General

Special Audit
team/Auditor

Special Audit team
starts pending
bills audit

JULY 2018

The draft report indicated that the pending bills verified
amounted to Kshs.46lM

Special Audit
team/Auditor

The special audit
tables a draft

JANUARY 2OL9

County
Government of
Kirinyaga

The County
expresses
dissatisfaction on
ttre

JANUARY 2OI9

r

REMARKS
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The Auditor General

Office of the Auditor General

P.O Box 30084-00100

Nairobi

xr.rto'l{Xudit Firm

woodrAe Groove, Westlands

P.O BOX 66837 - 00E00

Nairobi

a
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H.E The Governor

Mombasa County Government



and reqrrent
bills in starting from this Noverriber
month for the Next 12 months. Howwer, this would
disbursement of funds by the National Treazury.

(4) TAPTRUST AND LAPFUND

The Office of the Auditor Gmeral report contaihed outstanding eligible bills
895,93\485 and 934965,051 for Laptmst and Lapfund respectively.
The county currently has a payment plan with LAPTRUST remitting Ksh 25 million
every month towards settlement of the post devoh,rtion principal contiib'utisr
(AttaeJred Letter)

a

I

li.
1"

tsr rnt rrtwrNc rnrs nrsortmoN corflvrrrrrs aNp rHE ihlELIGr,BLE 1

BrLLS OF 1.801.985.955. :" I :

-,.,i

The County Govemment of Mosrbasa has established a pending Resolution :

Committee who are orrrently gathering inforrration and documenB-tlut would 
'

unlock and resolve the ineligible bills contained in the office of the Auditor General

report. Their report would be shared to National Treasrry as soon as available.

Yours Sincerely,

Maryam A. Ivlbarulq

County Executive Committee Member

FINANCE AND ECONOMIC PTANMNG

I
Copy to: The Cabinet Secretary

National Treasury & Plarming

P.O.Box 30007 - 00100

Nairobi
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Included in the Office of the Auditor General,s report was a
109,248,048 being 3% and 5% withholding and 6% VAT. However we
an analysis of our payments to KRA showing payments for your perusal and
confirmation. The Counry has balance of Kshs. 3,870,185.00 from the Pending bill as
at 30s ]une 2018

l

a

DATE ITAX REFERENCE

NUMBER
AMOUNT KSHS

-t

91512019 2020i90001093540 11,368,808.00

91512079 202019000i 094074 3,833,997.00

L1,1417079 2020190000834049 12,133,049.00

1.U4l2AD 20201900008346s9 2,984,887.O0

9131201.9 2020190000546072 15,057,883.00

41u2079 202019000025523s 24,923,240.00

4/212019 202019000025s939 5,143,515.00

191L212018 2020180002554141 14,895,616.00

1911212018 2020180002555185 599,965.00

1911L12:018 2020180002322796 13,030,423.00

79117/2018 2020i80002322569 1,406,480.00

TOTAL 105,377,853.00

Y
a

t

j'! 345,909,995.00

I
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(2.} ANALYSIS OT }\TTTHHOLDTNG TA)(ES ASSESSED BY KRA I

YEAR PAYROLT PAID BAIANCT

550,451,407.00 595,156,115.25 (u,7U,7W.8)

2014/2015 775,372,590.w 539,211,975.55 L79,160,774.35

2015/2016 673"301,031.00 657,429,999.67 15,972,011233

7 734,959,935.00 n0,gg?,265.00 ( 35,133,32g.00)

201712018 844,204,346.00 993,145,763.45 ( 148,941,417.45\'

3,519,199,31,0.00

-t

3,5114,935,009.02

t .u rlEa(I Arnount report 
I

in pendhg bil I

Amount assessed and
agreedwith KRA
(Kshs)

($r

.-; :i

ffi
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EP 2079

of Budget
the Controller of Bud

16 - 00100

IN RELATION TO THE SPECIAL AUDITOR GENETL{L REPORT AS AT 19TH

NOVEMBER 2019.

We convey our concerns on the press release dated 18s Novemb er 2019 on the failure

to pay pending bills.

We are alarmed that even after our letter to referenced CECM/F&EPlADM1}9l08l19l
(1) dated 9u August 2019, we have been placed as the 15 counties not to have made

any effort to clear our pending bills. We wish to clarif,v as follows on the status of

eligible Pending Bill in the Office of the Auditor General report:-

Our position on the special audit for the County Govemment of Mombasa as 01

April 2013 to 30 June 2018. Out of the Eligible Pending bills of 3,545,800,427

captured, The County Govemment of Mombasa has paid/cleared Ksh 1,541,887,766

as follow:

+ 1.,31.0,292,709.00 being PAYE

'* Ksh 105,377,853 being Withholding and VAT arrears
il' Ksh 676,000 and 2,307,350 being NSSF and NHIF payments respectively
* 84,679,515 and Ksh 38,554328 being Laprmst and Laprofund respectively as

per OAG report

The Counfy unpaid pending bills are

rl Ksh 767,744,947 for supplier of recurrent and development
* Kslr 895,932,485 and 936,965,051 forLaptrust and Laprofund respectively

Below is the schedule summary of payment as per our records in comparison with
auditor general special report,

KRESTON KM & CO.
Certified Public Acct;untonts (K)

2 ? NlV 201t

Ft'
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VOTE D3163 TANA RIVER. AND PLANNING
VOTE BOOK ATUS REPORT. JUL.l9 TO JUN.2O

Exponditur.
Outstanding

Comfritm€nls Payment
P.int.d

E.timate Tranarea Estimrtes €5timatos (Nol)
II-E M -S O U RCE.PROGRAIU ME.

GEOGRAPHICAL
TITLE ANO OETAILSHead Sub

Head
Kes Kes KesKes Kes Kes Kes

1001
Automatlon of own Sourca Rovonue

0 00 0 25.W,W 025,0@,00031 I 1',1 r 2{O001001 {707063 16G31600001

0 00 0 25,000.00025,000.000GROSS EXPENOTTURE

025,000,000 0 025,000,000 0 0Net Expenditur. Sub Head 100101 ........

0 0U 25,000.000 025,000,000 0Net ExpendlturG Head 100100.. .. .. ,.

1002

'r,636,760 1.636,760 3,3ri3,24U0 5,000,000 05,000,000 03 1 1 0302-0000',t 00 1 {7070731 6G3l 60000 I

-eturbishmant 

of NorResidBotial 8u ldings

1,636,760 't,536,750 3.353.2400 5,000,0005,000,000 0GROSS EXPENOITURE

3.353.240't.636,760 't,636,7600 5.000,000 05,000.000N€t Expendlture Sub Head 100201 .,......

3,353,2401,636,760 1,636,7500 0 5,000,0005,000,000Nst Expsndltu,e Head 100200........

1003
P€nding BIlls0t

38t ,049,42477s,774,4 35S,aOO.4/3 27,244,951715,774,496 0 0Olher Croditors - Other (Budge2420499-00001 001,0707083,| 60-3 1 60000 I

27,244,951 367,0 775,771,196 359,t00,473t7 5,771,196 0GROSS EXPENOITURE

359.t00,473 27,21,A,951 367,0.49,,42'l0 0 775,774,4775,111,495Not Expendltu.. Sub He.d 10030t .. .. .. ,,

27.216.951 tEl,019,4240 0 775,77 4,196 359.800,473t7 5,714,456N€t Exponditur. Head 100300........

28,085,71'l 386,666,'l6a0 805,774,496 359.t00,473E05.77,1,496 0Total Net Erp6nditu.. votc D3163

03-DEC-2019 10:12

,4\

Pag€ t

cumulalv€ Totd

Kes

25,W,00

zl,ooo,u0u

25,000,000

25,000,000

0

U

344,725,Ot2

3EE,l25,Ol2

!6t,t t5,u t t

taa,7?5,o72

il'17.088,312
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REPUBLIC OF KE
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0F Bi.jir{lE-t
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YA 3 DEC 2019

iii.ii
P. U. i;

THE COTINTY GOVERNMENT OF TANA RIVER
DEPARTMENT OF FINANCE AND ECONOMIC PLANNINGEnroil address: tanurivercg@gmail.com 

p O Box Zg_7OlOlTelephone:0466160000
when repl-ving prease quore: HoLA

JTEF.TRCG,'FIN'/3|J||-/, 
Date: 29rh Nov, 20 t9

t)i

To: Office of the Controller of Budget

P.O BOX 356r6-00roo

NAIROBI

RE: COMMITMENTTO CLEAR ELIGtBLE

Thanl< you

PENDING BILLS

Reference is made to our letter dated 3'd october 2org referenced TRC6/F|N/r3/rzo andthe resolution o'f the consulta tive meeting to discuss the status of pending bills, convenedby the Ag. Cabinet Secretary on 2gth November zor9.
'rhe county covernment of Tana River wishes to submit a payment plan to clear the eligiblepending bills amounting to l(sh.5o7,o82,63r from the special .upo.t of the 6146. The countycovernment as of 29th November zorg has progressivery creared Ksh.z35,z76 ,ggz.55as perthe report submitted to you dated zgth Novemter zorg referenced TRC6/F|N/3/3/3r.

The county Government therefore commits to pay Ksh.r7r,go5 ,l44by 3rrt December 2or9as evidenced in the certified copy of county c,overnment ry 2o19/zozo budget. Theoutstanding anlount of Ksh-too,ooo,ooo will cleared in the first supplementary budgetwhich will be submitted to be the county Assembly by jr', January zozo.

t
MATHEW BABWOYA BUYA
CECAtr-FJNANCE & ECONOMIE PLANNIN6

Attqgltg-4; An extract.of the Approved of. Ey zo.rgl2.Q?_e_Tana R!.ve-r Cquoty. B_udget

Copy t.o:

Ag.Cabinet Secretary
The NationalTreasury

l]|': 3la- -

frl

l:1fi F;
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right picture. Secondly, the ouditing teom did nol visil piojer:ts to do verificotion.

-

t 1--:a-:

, -:'?

\

On l9rh June 2019, the council of Governors vio a letter referenced
COB/COG 1002/Vol.3(55), (copy ottoched) gove us dire,:tion on how io deolwith
pending bills. We were odvised to form o pending bill:; committee. The CECM

- Finonce on I lth July 2019 (letter ottoched) formed the corrrrnittee ond the nomes
were gozetted. .'\^ i{ '( ! -r.1 

, 
rc , 

1

The pending bills committee concluded the report ond it is here ottoched. There
wos o very significont cJrop 1o Kshs. 

.I43,238,937.35 
from ilre eorlier figure reported

by OAG,

The period belween l'1 July 20.l9 qnd 3lstOciober 20lg rove been o dry period.
R port from poyment of solories there wos nothing mucl: which hoppened.
This is becouse we were implementing o vote on occount buclget occqsioned by
the imposse between Senote orrd Notionol Assembly on revenue Allocotion.

it is therefore nol true when it is soid thot Bomet Cot,ntv Government is not
committed to poying oll eligible pending bill.

Thonk you

H.E. Dr. Hillory Borchok
The Governor
Bomet Countv

Cc: -Office of The Auditor General

-Controller of Eudget

-Council of Governors
-Bomet County Assembly

a

lrr conclusion, my governmenl is committed to poyrfier-rl of ell eligible pending
bills ond we hove done the following towords the some; -

l) Pending bills committee wos estoblished (copy Alf oo'red)
2) Over One Hundred Million Kenyo Shillings toworrls poyment of pending

bills were sei oside (see budgei FY 201?12020).
3) We ore in the rniddle of processing poyments of over Fltty Million Kenyo

Shilling storting lclst week when the budget wos uploodeC.
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JUNE 2OL9 Special report on

the pending bills
of the auditor
qeneral is released

Auditor General Ttre report indicated that the pending bills for Kirinyaga
Count5r as at 3oth June 2OLB amounted to Kshs.S3lM

JULY 2OL9 The Controller of
Budget (COB)
writes on pending
bills for Kirinyaga
and Isiolo
Counties

Controller of
Budget

The letter is sent to the Auditor General and copied to
Speciat Secretar5r ,IBEC highlighting discrepancies in audit
report vis a vis records held by the Counties

NOTES:

I . From the above, it has ilot been clear on the true position of th€ pending bills
2. The county has very minimal pending bills ior the period 20f7/ 18-2018119 as most has been paid ofr in the subsequent budget.s

3. The county has already factored in Ksh.1OOM in suppleEentary I of 2019l2O2O to pay eligible pending bills upon verifrcation.

4. Audit outcome:

Kshs.461,738,753

Kshs.741,O8O,963

Kshs.279 ,342,2LO

Kshs.227 ,245,7OL

Kshs.461,738,753
(Kshs.227 ,245,7OIl-

T(yIALOUTATA DTT(} KAHS.234'493'O52****

#An amount ircluded above is Kshs.l 79,640,927 iyJlorrgmg to a single individual whoee case is under investigations hy the DCI

(i)Eligible pending bills reported 1"t audit

(ii)Eligible pending bills reported 2'd audit

(iii)Contestedbills(Differencef (ii-i)

(iv)Payment as per COB rePort

Outstanding eligible bills as per initial report' in (i) above

Less pa5rments as above
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STATUS OF COUNTY PENDING BILLS AND APPEAI AGAINST

t

STOPPAGE OF NATIONAL TRANSFERS

Background of Pending Bills

According to the report of the Auditor General on Pending Bills dated 28th May, 2019,
Machakos County had eligible pending bills totaling to Kshs.942Million as at 3Oth

June, 2018.

In Financial Year 2Ol3l2O14 the First Year of Devolution, we had a Budgetary
Appropriation of Kshs 8Bi11ion, this budget did not take into account the salaries of
the devolved functions as it was envisaged that these staJf will be devolved together
with their salaries from National Government. This was never to be and Counties were
even required by The National Treasury to refund the salaries that the National
Government had paid them on their behalf.

A total of Kshs.744Million was required to fund the devolved functions salaries, an
amount that was not previously budgeted for. Furttrermore the communication
requiring counties to cater for the devoived functions staff was coming at the tail end
of the Financial Year when most of the budgets had been committed.

Since salaries are mandatory expenditures, the County had no option tllan to fund
these leaving tl:e commitments unfunded hence creating pending bills. The Devolution
mantra that resources should. fo1low functions does not seem to have been applied in
the devolved function staff. The staff were devolved but their budgets were not
devolved to the Counties straining the already meagre resources in the sub national
governments. The highest salaries being those of health staff.

The County has continued to pay pending bills even before the directive to pay
pending bills was issued. A pending bills verification team was put in place to verify
the outstanding pending bills to ensure eligibility. This has been an on-going process.

In compiiance with tJle directive to settle pending bills, the following measures have
been initiated and or implemented:

Payment of Pending Bills
The Audit Report came out at the end of May, 2Ol9 and tlle last two tranches of funds
were released on 5th July, 2019, which was a few days to the closure of the Financial
Year 2OL8l2Oi9. This did not give enough window to pay pending bills. We have been
able to pay a total of IGhs. 245Million and a further amount of IGhs. 23OMillion has
been processed to IB and Porm A is at the Offrce of the Controller of Budget. Once
approval is granted this wili bring the tota-l amount paid to date will Kshs. 475Million
(Copy of Form A is attached).This is a significant reduction from the origtnal balance of

1
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Kshs. 942Million out of which Kshs. 24lMillion is going through the verification by
the pending bills verification team leaving an eligible pending bill amount of Kshs.
225Million

Since the start of the Financial Year 2Ol9l2O2O, the County has largely been paying
salaries and operational and maintenance (O&M) expenses owing to budget
negotiations with the County Assembly. These negotiations have partly been focusing
on appropriating the close to Kshs.L.8 billion which crossed over from the 2Ol8l2Ol9
Financial Year. An amount of Kshs. 23OMillion out of these monies was earmarked to
settle pending bills and could not be spent without County Assembly approval through
a Supplementary Appropriation. Now that the Supplementary Appropriation has been

approved, we have embarked on processing the eligible pending bills to clear.

Below is a summary of the current status (Amount in Kshs) J &l^^l-t I

Balance Per OAG (Kshs)
I,ess;

942,362,607.30

Paid per OCOB verifrcation

E'unds Request at OCOB

Pending further Verification

Balance being processed via IFMIS

245,062,965.OO

229,959,991.OO

24L,652,617.55

225,687,033.75

t

Compliance with National Treasury and Office of the Controller of Budget
Circulars
Machakos County has established the Pending Bills Committee in compliance with the
directive contained in the Controller of Budget letter COB/COG lOO2lVO.3955 dated
19th June, 2OL9 and Controller of Budget circulars No.2312O18 and No.2l2Ol9. Ref:
Gqzette Notice No.8994 dated.2Otn Septentber, 2019.-/y/ 

",1/,,,2 4

Further, to ensure full compliance with the directive, the CECM - Finance and
Economic Planning also issued a circular dated 2"d July, 2019, bringing the contents
of the Nationa-l Treasury and Offrce of the Controller of Budget circulars to the
attention of all the Accounting Officers.

Payment PIan for the balance of the etigible and ineligible pending bills
In view of the fact that there are limited resources and services to the people must be

delivered so as to avoid occasioning crisis, we propose to pay the remaining eligible
pending bills balance of Kshs. 22SMillion within the next three months although
the Circular from the Office of the Controller of Budget had given Counties to
clear the eligible pending bills by June 2O2O. We further propose to phase the

2
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t of the balance of ineligibie bills pending verihcation, once cleared by the

bi1ls committee by 30'h June 2O2l

humble prayer
In

de

In
to

onstrated, as hawing substantially complied. We similarly pray that equitable

of the above, we pray that we be removed from the list of Counties which
not complied with the directive to pay pending bills and be classified, as

and conditiona-l grants releases to the County continue uninterrupted.

sion, I wish to state the commitment of the County Government of Machakos

meet her frscal responsibilities in a timely manner. In doing so, we pledge to

with the National Treasury and all other stakeholders inciuding service

We commit to pla5' our part in ensuring economic growth in the County
the Country at large.

sion by:

Dr, Alfred N. Mutua, EGH

County

3
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i\l:rchakos ["]ighwal
P.O Bor t9,6-90100
iVlnchahos, Ken1,a

Republic of Kenya
COUNTY GOvtrRN}IENT oF I\IACIIAKOS

THE COUNTY TREASTIRY

Ttlepironc: +2S{{+202{6
Fsr: +!i{-.1{_106SS

(.tl'tlct: () '----

ITE

TI.\iti:......

i: I trl t' '..'i l(
tiF B[,])(,1: t'
GI.S'['r , r,

29 NOV 2un

CO PY
S,s<, Ph^

i;t.l"i;., FORM A

|[e1 Replying please euote :
' REF: GIrt CJFt NA/O L. ?(3 r)

The Controllcr o[ Bud.get
Offrcc of the ControUei of Budgct
P.O Box 356r6-00100
NAIROBI

Il ir l ,r .ii l, l'.-{}ft1,i1 f. i\ r, ii{

\

29tr Novenber 2019

TIIE COUNTY TREASURY REQUISITION FOR TAE GRAITT OF CREDIT ON TITEE:(CEEQUER ACCOT NT

In accordance *'itlt The Public Finance Management Act zol2 and The N{achakos counrvAppropriation Act 2019, the county Treasury .1q.,..," -r-ou [o granr creclit on the nxcrrequerAccount rhe sum of Kshs. Z}g,gig,ggt.Od tsav fenvs gtrtningB T.wo llundred. T\nentyNiae !['iltion, Nlue l{udred Fifty Nine Thou*oi, Nlne }Iundred aad. Ni:aety oae onlyt to

ffi:*"r""county 
Recurrent Account to mect ttre cosr of sentces ro. iir" year end.inB 30,t

-t,kd"t-
Zalnabu-Kiptoo
Authorizcd Signatory
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t 20th September.2019 THE KENYA GAZETTE 3855

YTG 562/19-20

Autbority of Kenya, CA Centre, Waiyaki Way, P.O. Box 14448-
00800, Natobi, indicating the license category on the cover enclosing
it.

The said representation and/or objection must be filed on or before
expiry of thirty (30) days from the date of this notice and a copy of the
same be forwarded to the applicants.

Datcd the 9th September,2019.
MERCY WANJAU,

Ag. Director-General.

PTG 570/19-20

t

GA4TTENoTIcE No.8992

TIIE KETIYA INFORMATION AND COMMLINICATIONS ACT

(Cap.4ttA)

APPUCATION FOR LICENCES

NOTICE is given that the following applicants have, pursuant to

the provisions of the Kenya Information and Communications Act
(Cap. 4llA), made applications to the Communications Authority of
Kenya for grant of the licenses as below:

Nane Licencc Catego4,

Plutomall Limited,
P. O. Box 522-30200,
Kitale

National PostaVCourier Operator

Zeplin lnvestments Limited,
P. O. Box 1052-80200,
Malindi

National Facilities Provider Tier
Threc (NFP-T3)

Dcluca Group Limited,
P. O. Box 224-4,0200,
Nairobi

Intcmational Postavcourier
Operator

Four M Africa Limitcd,
P. O. Box 1336740400,
Nairobi

National PostaUCourier Operator

Thc liccnccs, if granted, will cnablc thc applicants to operarc and

providc the scryices as indicatcd abovc. The grant of thcsc liccnses

may affcct public and local authorities, companies, persons or bodics
of pcrsons within the coun!ry.

Thc Authority wishcs to notify the gcncral public that any legal or
nahrral pcrson, or group of individuals, who are desirous of making
any reprcscntation and,/or any objection to the said applications, o do

so vide a lctter addresscd to: Thc Dircctor4cncral, Communications
Authority of Kcnya, CA Cenre, Waiyaki Way, P.O. Box 14448-
00800, Nairobi, indicating the licensc catcgory on the cover enclosing
it.

The said rrepresentation and/or objection must be filcd on or beforc
cxpiry of thirry (30) days from the darc of this notice and a copy of the

same bc fonrarded to the applicants.

Dated the l lth September,2019
MERCYWANJAU,

Ag. Director-General.

GAZE,ITE NoTIcE No. 8993

THE LEGAL EDUCATION ACT

(No.27 of20l2)

PASSTNG OF EXAMINATIONS AND PUPTLAGE

PURSUANT to scction 8 (l) (/) of the kgal Education Acr,2012,
it is notified for general information that the following thirty four (34)
persons:

\

Reg. No Nme ID|PP No Nationality

cLE20093r 8 Migiro Chadwick
Kcrama Mathius

22579r3'7 Kenyan

cLE20t4oglr Niusuna Andrew Gathu 28639559 Kenyan
cLE20150634 Kirui Joash Mitei 2'7751455 Kenvan
cLE20150650 Kithaka Evclyn Wavrira 27322592 Kenyan
cLE20150702 Lalah Pascal Arnold

Wasonqa
28712743 Kenyan

Reg. No. Nane ID|PP No Nationality

cLE20r50'763 Madsen Sylvia Waniiru 29854749 Kenyan
cLE20r50875 Mbarire Joseph Mahugu 28483687 Kenyan
cLE20151000 Muhati Marv Mbote 25155007 Kenyan
cLE.20t51.462 Odeke Benard Collin 80825659 Usandan
a-E20t5r528 Okech Julie Lisa 2803640'7 Kenyan
cLE20l60r63 Nyamwaya Innocent

Mosaka
30/37867 Kenyan

cL82016025'7 Mbaka Georse Kimathi 27668536 Keovan
cL820160659 Gichohi Peris Nieri 2@08200 Kenyan
cLE20t60944 Owuor Robert Matende 28453503 Kenyan
cLE20tfi97t Kicma Rachel Mwikali 293949'73 Kenyan
cLE20r6t282 Bodo Titus 278956'15 Kenyan
c1820161333 Kaaria Dennis Howard

Muthuyia
29117369 Kenyan

cLE20l6r688 Gathura Oscar Kimani 29663883 Kenyan
cr_820162002 Gatitu Geoffrev Mwangi 29326127 Kenyan
cL820162028 Kipkorir Abigael

Chelaqat
293698r'5 Kenvan

cL820t62247 Amolo Enock Charles 22m1266 Kenvan
cLE20t70t64 Maina Kenneth

Macharia
29587612 Kenyan

cL820t70314 Ogunah Irene Awuor 28750512 Kenyan
cLE20170346 Mwansi Alice Wan'iiru 301 63 l0l Kenyan
cLE20t't0456 Shem Abby Mogoi 296962fi Kenyan
cLE201704?6 Nthumbi l,orna Magiri 30207986 Kenyan
cLE2017l07l r{aina Soeicv P. Biruru 32146698 Kenvan
cLE20t7t243 Nduhiu Polet Muthoni 31997000 Kenvan
cLE20r7t467 Tororei Jeruto Patricia 24692557 Kcnvan
cLE20t7ts94 Rimbcr Kimberly

Wanqeci
324414t1 Kenyan

cL820171801 Ndiritu Dennis Chese 30235351 Kenyan
ct-E.20t71894 Wckesa Lindah Naliaka 28537044 Kenvan
cLE20172ttl Ouma Hemstone Owino 3242@15 Kenyan
ct-E.20t'72354 [,cma Esthcr Aminiel A8766934 fmzeni4l

have complied with the provisions of scction 13 of thc Advocatcs Act,
(Cap. 16) of thc l,aws of Kcnya as to passing of cxaminations and
pupi.lage subject to such cxcmptions as may havc bccn grantcd undcr
subsection (2) of the scction.

Dated the 2nd Septcmbcr,2019.
J. K. GAKERI,

S e cretary/ C hief Exe cutivc Ofic e r
PTG 00440/19-20 Council oflzgal Education.

GA.?ETrE NoTIcE No. 8994

THE COI.INTY GOVERNMENTS ACT

(No.l'7 of.2012)

COUNTY GOVERNMENT OF MACHAKOS

EsTABLTSHMENT or PeNpnra smffi

ly*ax A

PURSUANT to the dircctivc by the Controllcr of Budgct in a lcncr
dated the l9th June, 2019, Ref. COB/COG/O02/VO3955), I, Francis
Maliti, Deputy Govcrnor and County Executive Committec Membcr,
Finance and Economic Planning, appoint-

Name Catcgory of Membership

ScholarsticahMucni IndcpcndentPcrson(Chairpcrson)
Mboi
Benjamin Musau Nyika County Govcrnmcnt Official from the

Intcmal Audit Dcpartment
Samuel Kavoi Ngila County Govcrnment Official from the

Financc Dcparuncnt
Patricia Syombua County Governmcnt Official from thc
Kioko Procurcment Department
Thumbi Kuria County Govcmmcnt Official from the

dcpartmcnt rcsponsible for Infrastructurc

to bc members of Machakos County Pcnding Bills Committce. The
appointrnent take cffcct immcdiatcly.

Dated the lEth September, 2019.
FRANCIS MALITI,

Dcputy Governorl
MN6656262 CECM, Finance and Ecorcmic Platning.
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201,2t I,305.I5 2 '15

73t.001,312.40229,959,991.00I

7 75i.55241.00.30

iCOUNTY GOVERNM[,NT OI.' MACHAKOS

IStIrUr.InRV OF PENDING BILLS - DEVELOPMENT
rAS AT 30'tH NO\/EMBER 2019

,DEPAR'tMEN'I'

IiHealrh and Ernergency Services

2lEnergy, Lands Housing and Urban Plalnlng

3 it'orris*. Youth, Sporis and Culture

4 il'ublic Service. Quality Management and ICT

5.Trade. lndustrialization and lnnovation

6lRoads. Transport and Public Works

7 Agriculture. lbod security and Cooperative Development

8 County administration and Decentralized Units
giWatcr. lrrigation. ll.nviroment and Natural Resources

-l'0'l AL (A)

,sUuulnY ol'PENDING BILLS - EECURRENJ
lns lr'Jorlt NovEMBER 20l9

DEPAR-I'MEN't
I ltlealth and Etnergency Services

2 Energy, Lands Housing and Urban Planning

3,Tourism, Youth, Sports and Culture

4 Public Service. Quality Managernent a-nd ICT

5 l-rade. lndustrialization and Innovation

6 Roads, 
'ft'ansport and Public Woris

TlAgriculture, lood securiry and Cooperative Development

8 ;County adnrinistration and-Decentralized Units
giWater, lrrigation. Enviroment and Natural Resources

TO'[AL (B)

iGRAND TOTAL (A+B)

259,684,484.00
49,29 .000.00

33 ,000.00
76 87 't 2l r.05

657, '.30

I

t
t

I

I
I

r

l-
t'-
I
'!--

l

' Brlrn." p".
OAG (Kshs)

, zt,rer,tes.oo
,, 12,403974.00

_ !q.5_q8_,3j?-79

10,!?).6?!.99

Peid
I

25,939,I 52.80

Peid

l,oqs.qlo.oo

Processed for
Pryment at lB

Pending further
Verification

2.452.042.20 
,

t2,40i,e74 00

22,995,672.00'l
2 t,281,210.00
4,002,736.95

70,540.639.00
36, r7 r.000.00

t.133.000.00

Processing in
II.-MIS

r.5 t9.8e6.00

959.835.00

r

i
I

1
l-

I 24. r 69.368.80
(r00.000.00

l.0u 98 7,933.953l

t-'1-
__t-

I

- 1--
-i- | ---
ll

__l ._. .. -_ .. L-. -- -.

i Funtls Request nti Pending furthelBslence Per

OAG (Kshs)

34.427.686.00

9,896.00
900.000.00

4,025, .00

I,099,655.60

J5

, 229,959,991.00

I

l

:

900,000.00

Verilicntion
26.787.216.00

7.522.383.40

4.025,513.00 I

00.00
948,07 5.00 r.988,240.002,

284,51

Brlence Pcr OAG (Kshs)

Less:
Peid per OCOB verification
Funds Request ul OCOB
l'enrling further Verificltion

'15
Balnnce via IFMIS

. .1

942,362.607.30 '

" 

24s.064s61OO 

"

,, _229,959,991.00 ',

' 241,652,617 .55 :

|'Ii

245.062.965.00

- 
t--

Processing in 
-

IFMIS 
-

. l.
8,622,039.00

229,959,991.00'l

'| -II

i

'1

i- - -

_t +--
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REPUBLIC OF KENYA

COUNfY GOVERNMENT OF BOMET
OFFICE OF THE GOVERNOR

CGB/GVN /NT/49/1,/1

BOMET,KENVA

November 25,20L9

The Cobinet SecretCIry,
Notionol treosury & Plonning,
P.O Box 3007-00.l00,
NAIROBI

We ore in receipl of o circulor Ref No. IGFR/ pending brlls/O1/A (24) doted lgrn
November 2019 stopping tronsfer of funds to us rn relotion to pending bills.

lit your letter you hove tolked obout persistent fqilure on our port to poy eligible
pending bills frorn I st July 20.l9 to the end of October 2019 Further, the letter went
on to sov thot we hove noi mode ony effort towords the some including foilure
to estoblish t6.i:'iing bills committee.

The purpose of this letter therefore is lo respond to the issr. es roised in the circulor
ond put the record stroight.

First. the office of the ouditor Generol corried out on oudrt on pending bills os ot
30th June 20 I B ond gove o report doted 28th Moy 2019 . ln the report, OAG ploced
o figure of Kshs. 1,190,167,877 os eligible pending bills cnd Kshs.63,383,304 os

ineligible. The report went oheod to lndicoie thot os oi l5rr Februory 20.l9 r,r,e hod

p

s'

t

poid Kshs. 505,625,5'l 9 leoving Kshs. 684,542,358 os ouisto'iciir-rg.
'A'r"'

^"/./Thete ore however limitotions which this report hod. First, they cqme before the
end of the Finonciol6 so even when they left, *e=ffiir"eni on wiih poyments
of pending bills ond other poyments. So the figure reporieci does not show the

Deor Sir,

RE: STOPPAGE OF FUND.S TRANSFER DUE TO PENDING BILLS.
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