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REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of County Government of
Kilifi as set out on pages 8 to 22, which comprise the statement of assets as at 30
June 2014, statement of receipts and payments, statement of cash flow, summary
statement of appropriations, and a summary statement of provisioning for the
period then ended, and a summary of significant accounting policies and other
explanatory information, in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 8 of the Public Audit Act, 2003.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with International Public Sector Accounting
Standards (Cash Basis) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

The management is also responsible for the submission of the financial statements
to the Auditor-General in accordance with the provisions of Section 4 of the Public

Audit Act, 2003.
Auditor-General’s Responsibility

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with Section 9 of Public Audit Act, 2003 and
submit the audit report in compliance with Article 229(7) of the Constitution of
Kenya. The audit was conducted in accordance with International Standards on
Auditing. Those standards require compliance with ethical requirements and that
the audit be planned and performed to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to




the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the County Government'’s
internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of the financial
statements.

Because of the matters described in the Basis for Disclaimer of Opinion paragraph,
however, | am not able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion.

Basis for Disclaimer of Opinion
1.0 Cash and Cash Equivalents.
1.1 Cess Collection Account.

Note 10A to the financial statements indicate a bank balance of Kshs.2,039,993,741
as at 30 June 2014. Included in this amount is a balance of Kshs.16,660,361
labelled as Cess Collection Account. The County Government opened this account
with Chase Bank in April 2013 following a revenue coilection agreement with a
contractor. Review of collections summaries revealed that some collections
amounting to Kshs.16,660,361 was banked in a KCB bank account. However, bank
statement, cash book and bank reconciliation for both KCB bank account and
Chase bank were not availed for audit verification.

Consequently, the accuracy and existence of Cess collection amounting to
Kshs.16,660,361 as at 30 June 2014 could not be confirmed.

2.0 Use of Goods and Services

Included in the statement of receipts and payment for the period ending 30 June
2014, are payments in respect of Use of Goods and Services balance of
Kshs.1,262,797,289. However, payment vouchers amounting to Kshs.4,318,906.20
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Item Un-supported Amount

Specialised Materials &Services 594 ,426.50
Routine Maintenance-Transport 837,292.00
Routine Maintenance-Other Assets ’ 249 473.00
Training Expenses 1,349,500.00
Rental of Produced Assets 1,009,000.00
Liabilities Taken over from Local Authorities 279,214.70
Totai 4,318,506.2



As such, it was not possible to confirm the accuracy and propriety of
Kshs.4,318,906.20 for the period ended 30 June 2014.

3.0 Handing over of Assets and Liabilities from Defunct Local Authorities

Included in the statement of receipts and payments for the period ending 30 June
2014 is the acquisition of assets balance of Kshs.908,028,968 as shown in Note 8
of the financial statements. However, assets amounting to only Kshs.777,769,357
as at 30 June 2014 were reflected in the assets register. There was no evidence
indicating how assets from the defunct Local Authorities were handed over,
including liabilities of Kshs.92,339,145 as reflected in Note 5.Further, there was no
handing over report of the assets and liabilities from the defunct local authorities to
the County Government.

Consequently, the validity and completeness of the assets and liabilities of the
County Government as reflected in these financial statements as at 30 June 2014
could not be confirmed.

4.0 Statement of Financial Assets

Included in the statement of financial assets as at 30 June 2014 is a cash and cash
equivalent balance of Kshs.2,119,110,953. However, included in this figure is an
amount of Kshs.147,768,687 from the defunct Local Authorities bank accounts
whose bank statements, bank confirmation certificates, cashbooks and
reconciliation statements were not availed for audit verification.

Consequently, the accuracy, validity and completeness of the cash and cash
equivalents balance of Kshs.2,119,110,953 as at 30 June 2014 could not be
confirmed.

Disclaimer of Opinion

Because of the significance of the matters described in the Basis for Disclaimer of
Opinion paragraph, | have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion. Accordingly, | do not express an
opinion on the financial statements.

ey

Edward R. O. Ouko CBS,
AUDITOR-GENERAL

Nairobi

08 September 2015
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International Public Sector Accounting Standards (IPSAS)
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LKEY COUNTY GOVERNMENT OF KILIFI INFORMATION AND MANAGEMENT

(a) Background information

The County is constituted as per the constitution of Ken

ya. It is headed by the County
Governor, who is responsible for the general policy and strat

egic direction of the County.

(b) Key Management

The County Government of Kilifi’s da

y-to-day management is under the following key
organs:

- County Assembly
- County Executive

(c) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June
2014 and who had direct fiduciary responsibility were:

No. Designation Name
1 CEC Member John Harold Kombe
Finance
5 County Secretary Owen Baya
Chief Finance . -
3. Officer Benjamin Kai Chilumo
4. Head of Treasury Paul Mwazo

(d) Fiduciary Oversight Arrangements

* The county government has put in place and strengthened internal audit section which

reviews and suggests the internal control procedures on both financial and non

financial for better delivery of services to the public




1. Diamond Trust Bank
Kilifi Branch

2. Chase Bank
Malindi Branch

(a) Auditors

Auditor- General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

(b) Principal Legal Adviser

The Attorney- General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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l ILFORWARD BY THE CHIEF OFFICER FINANCE
* The total budget for the sixteen months ending 30"June 2014 was Kshs.6,701,155,247. The

actual expenditure in the year was Kshs.3,572,201,862 and Kshs.908,028,966 for recurrent

and development expenditures respectively representing 60% budget performance.

* Most of the development projects were still in progress at different completion stages as at the

L

close of the year.

e The county government has been able to procure goods and services for the departments. This
has led to improvement in service delivery to the public in all sectors.

¢ The county government is working towards overcoming éhallenges experienced while
undertaking programmes in the year 2013/14. The challenges include; Delayed release of

! funds from the Central Government, unstreamlined procurement processes, inadequate office

space, Staff salary harmonisation,etc.

‘ CHIEF OFFICER - FINANCE & ECONOMIC PLANNING
: KILIFI COUNTY GOVERNMENT







