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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF EMBU FOR 
THE YEAR ENDED 30 JUNE, 2019 

 
REPORT ON THE FINANCIAL STATEMENTS 
 
Qualified Opinion 
 
I have audited the accompanying financial statements of  County Executive of Embu 
set out on pages 1 to 35, which comprise the statement of assets and liabilities as at 
30 June, 2019, statement of receipts and payments, statement of cash flows and  the 
summary statement of appropriation - recurrent and development combined for the 
year then ended, and a summary of significant accounting policies and other 
explanatory information in accordance with the provisions of Article 229 of the 
Constitution of Kenya and Section 35 of the Public Audit Act 2015. I have obtained all 
the information and explanations which, to the best of my knowledge and belief, were 
necessary for the purpose of the audit. 

In my opinion, except for the effects of the matter described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of County Executive of Embu as at 30 June, 2019, and 
of its financial performance and its cash flows for the year then ended, in accordance 
with International Public Sector Accounting Standards (Cash Basis) and comply with 
County Governments Act, 2012 and the Public Finance Management Act, 2012. 
 
Basis for Qualified Opinion 
 
1.0   Inaccuracy in the Financial Statements 

 
1.1 Statement of Assets and Liabilities  

As disclosed under Note 5 to the financial statements, the statement of assets and 
liabilities reflects a balance of Kshs.214,108,249 being the unspent allocation returned 
to the County Revenue Fund. It was explained that this is the amount the County 
Executive returned to County Revenue Fund (CRF) being unspent balances in 
2017/2018 financial year. However, the funds were still with the County Executive as  
part of the fund balance brought forward of Kshs.357,778,271.  

Further, as disclosed under Note 13 to the financial statements, the statement of 
assets and liabilities as at 30 June, 2019 reflects accounts receivables - outstanding 
imprest of Kshs.33,372,622. However, supporting schedules including imprest 
warrants were not availed for audit review. In addition, the management has 
referenced Note 13 to an analysis at Appendix 3 in the financial statements at page 
38 which is blank.    

In addition, Note 15 to the financial statements reflects Kshs.143,670,022 in respect 
to fund balance brought forward. However, the statement of assets and liabilities 
reflects Kshs.357,778,271 in respect to the same item resulting to unreconciled 
variance of Kshs.214,108,249.  

In the circumstances, the accuracy and completeness of the statements of assets and 
liabilities as at 30 June, 2019 could not be confirmed. 

1.2 Summary Statement of Appropriation - Recurrent and Development 
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The summary statement of appropriation - recurrent and development combined 
reflects an amount of Kshs.6,827,240,386 and Kshs.5,994,568,187 in respect to the 
final budget and actual receipts respectively. However, the individual summary 
statements of appropriation for recurrent and development each reflect similar 
balances resulting to double accounting and duplication of details.  

Further, the summary reflects an expenditure of Kshs.1,309,954,908 on acquisition of 
assets while the IFMIS report reflects Kshs.1,350,219,280 on the same item resulting 
to unreconciled variance of Kshs.40,264,372. 

2.0  Unsupported Use of Goods and Services 

As disclosed under Note 7 to the financial statements, the statement of receipts and 
payments reflects use of goods and services of Kshs.851,047,194. However, the 
figure includes domestic travel and subsistence of Kshs.21,416,150 whose supporting 
documents such as back to office reports and imprest requests were not availed for 
audit review.  
Further, the  balance includes an amount of Kshs.4,899,786 paid for supply of fuel.  
However, the fuel records showing how the fuel was used including fuel registers and 
detail orders were not availed for audit review.  

3.0    Unauthorized Allocation of Funds  

3.1     Refurbishment of Buildings 

As disclosed in Note 11 to the financial statements, the statement of receipts and 
payments for the year ended 30 June, 2019 reflects an amount of Kshs.1,309,954,908 
in respect of acquisition of assets which constitutes Kshs.83,918,293 in respect to 
refurbishment of buildings. The above balance of Kshs.83,918,293 includes an 
amount of Kshs.1,000,000 paid to an institute for supply of vaccines to Embu County 
through the Department of Agriculture. However, the funds were charged to 
refurbishment of buildings instead of charging the same to specialized materials under 
use of goods and services.  

The above amount to misallocation of funds without relevant approval contrary to 
Section 47(5) of the Public Finance Management (County Government) Regulations, 
2015 which states that the reallocations under this regulation shall be approved by the 
respective Accounting Officer of the entity.  

 

In the circumstances, the use of goods and services balance is understated by 
Kshs.11,184,800 while the acquisition of assets is inflated by a similar margin. In 
addition, the County Executive was in breach of the law. 
 
The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs).  I am independent of County Executive of Embu Management in 
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical 
responsibilities in accordance with the ISSAI and in accordance with other ethical 
requirements applicable to performing audits of financial statements in Kenya. I 
believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my qualified opinion. 
  
Key Audit Matters 
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Key audit matters are those matters that, in my professional judgment, are of most 
significance in the audit of the financial statements. There were no key audit matters 
to report in the year under review. 
 
Other Matter 
 
1.0   Budgetary Control and Performance 

The summary statement of appropriation recurrent and development combined 

reflects an approved receipt budget of Kshs.6,827,240,386 and actual receipts of 

Kshs.5,994,568,187 resulting to a shortfall of Kshs.832,672,199 or 12% of the budget. 

Out of the above receipts of Kshs.5,994,568,187, the County Executive utilized a total 

of Kshs.5,675,653,659 resulting to an under absorption of Kshs.318,914,528 or 5% of 

the receipts.  

Although the overall performance has portrayed minimal deviations between the 
budget and actual performance, Management has not given satisfactory explanations 
for the under collection and under absorption recorded under individual items in the 
respective appropriation statements. In the circumstances, the public may not have 
received services as planned.  

2.0     Pending Bills 

2.1     Lack of Supporting Documents  

As disclosed under Note 5.10.1 of the other important disclosures in the financial 
statements, the pending account payables amounted to Kshs.1,101,641,918 as at     
30 June, 2019. The amount constitutes a balance brought forward from the previous 
year of Kshs.940,974,958 and  additional bills for the period of Kshs.624,981,597 while 
an amount of Kshs.464,314,637 represents payments made during the year under 
review. However, detailed creditors’ ledger showing the movement of the outstanding 
creditors’ accounts including the date the bills were incurred and the due date was not 
availed for audit review. It was therefore, not possible to ascertain the validity and 
completeness of the pending bills totalling to Kshs.1,101,641,918 for the year ended 
30 June, 2019.  

 In addition, the outstanding bills continue to rise despite the fact that the same should 
have constituted a first charge during the subsequent periods. 

 
REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 

Conclusion 

As required by Article 229(6) of the Constitution, based on the audit procedures 
performed, except for the matters described in the Basis for Conclusion on Lawfulness 
and Effectiveness in Use of Public Resources section of my report, I confirm that, 
nothing else has come to my attention to cause me to believe that public resources 
have not been applied lawfully and in an effective way. 
 
Basis of Conclusion 
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1.0 Compliance with the Public Finance Management (County Governments) 
Regulations, 2015 on Fiscal Discipline 

The statement of receipts and payments reflects total receipts of Kshs.5,994,568,187 
and compensation of employees of Kshs.2,793,372,737. The wage bill constitutes 
forty-seven (47%) of the total receipts contrary to Section 25(1b) of the Public Finance 
Management (County Governments) Regulations, 2015 which requires that the wage 
bill should not exceed thirty-five (35) percent of the County Government's total 
revenue. 

In the circumstances, the Management is in breach of the law. 

2.0    Lack of an Approved Staff Establishment 

As reported in the previous year, the Management did not provide evidence that the 
County had an approved and updated staff establishment. This is contrary to Section 
119(2) of the Public Finance Management (County Governments) Regulations, 2015 
which states that the budgetary allocation for personnel costs shall be determined on 
the basis of a detailed costing of human capital plan of a County Government entity 
as approved by the responsible County Department for public service management 
matters, the County Public Service Board (CPSB) and County Treasury. 

In the circumstances, the Management is in breach of the law. 

3.0    Irregular Engagement of Casuals  

As disclosed in Note 6 to the financial statements, the statement of receipts and 
payments reflects an amount of Kshs.2,793,372,737 in respect to compensation of 
employees for the year ended 30 June, 2019 which includes Kshs.27,854,633 in 
respect to basic wages of temporary employees. It was noted that the wage bill for 
casual workers increased by Kshs.12,869,659 or 86% from Kshs.14,984,974 as at    
30 June, 2018 to the current Kshs.27,854,633. 

A review of personnel records revealed that four hundred and fourteen (414) casual 
workers had served continuously for  periods between one (1) year and twenty six (26) 
years since 1993 to 2019 but had not been engaged on permanent and pensionable 
status contrary to Section 37(3) of the Employment Act, 2007 which states that an 
employee whose contract of service has been converted in accordance with 
subsection (1), and who works continuously for two months or more from the date of 
employment as a casual employee shall be entitled to such terms and conditions of 
service as he would have been entitled to under this Act had he not initially been 
employed as a casual employee. 

Further, during the year under review, Management hired an additional forty-seven 
(47) casual workers contrary to the County Public Service Board Circular                     
Ref: ECG/PSB/CONT.9/VOL.II/64 dated 20 March, 2018 that had stopped further 
hiring of casual workers. 

In the circumstances the propriety of the Kshs.27,854,633 expenditure on casual 
workers for the year ended 30 June, 2019 could not be confirmed and the 
Management is in breach of the Circular. 

4.0    Irregular Payments to Council of Governors 



Report of the Auditor-General on County Executive of Embu for the year ended 30 June, 2019 

5 
 

The Management paid subscription to the Council of Governors of Kshs.5,000,000 
contrary to Section 37 of the Inter-Governmental Relations Act, 2012 which states that 
operational expenses in respect of the structures and institutions established in this 
Act shall be provided for in the annual estimates of the revenue and expenditure of 
the National Government. 

In the circumstances, the Management is in breach of the law. 

 
5.0     Projects’ Implementation 

 
5.1    Delay in Project Implementation 
 
A review of the project implementation status report showed that, seventy four (74) 
projects with a total contract worth of Kshs.1,007,664,741 were ongoing and a sum of 
Kshs.336,173,476 paid.  Out of the seventy-four (4) projects, some twenty-two (22) 
projects with a budget contract value of Kshs.88,767,110 had not been started as at 
30 June, 2019 and no money had been paid. 
 
An audit inspection exercise undertaken in the month of August, 2019 on twenty four 
(24) sampled projects implemented during the year with a budget of Kshs.479,188,716 
revealed that under the Departments of Infrastructure, Public Works, Housing and 
Energy, the Management paid for two projects but their current status was incomplete 
with some provisions in the Bills of Quantities not having been followed/completed. 
Further, in the same Department, Management also paid an amount of 
Kshs.8,341,230 for another three projects which though awarded, had not been 
started as shown: 
 

Project Name 
Budget 
(Kshs) 

Disbursed 
(Kshs) 

Current 
Status Observations 

Construction of 
Kibugua-Kairuri road 

3,495,022 3,495,022 Incomplete Bill of quantities (BQ) 
reflected 3.5 km, but only 2.8 
km was constructed which 
included 0.5 km on two other 
roads each that were not part 
of the contract. 

Construction of 
Kephis-Rupingazi 
Inn road 

4,506,600 4,506,600 Incomplete BQ reflected opening of 4.0 
Km of road. However, 
approximately 0.1 km of road, 
though paid for, had not been 
constructed due to a land 
dispute 

Maintenance of 
Ndunda Ngerwe 
Gakurungu road 

1,989,446 1,974,013 Not started Contract awarded but project 
not started 

Maintenance of Kwa 
Nguo Ngarari tbc – 
Kwa William bridge 
road 

28,778,440 2,886,776 Not started Contract awarded but project 
not started 

Maintenance of 
Usambara junction 
road 

3,499,604 3,480,440 Not started Contract awarded but project 
not started 
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Project Name 
Budget 
(Kshs) 

Disbursed 
(Kshs) 

Current 
Status Observations 

Upgrading of 
Naivas-stadium road 

6,498,413 0 Not started Contract awarded but project 
not started 

 
In view of the foregoing, the residents did not get the expected value for money from 
the disbursed public funds for the year ended 30 June, 2019. 
 

6.0    Irregular Payment to Members of County Assembly (MCAs) 
 
During the year under review, the Management paid Kshs.5,597,600 to five (5) 
Members of the County Assembly  (MCAs) in respect to domestic travel contrary to 
Section 42 (b) of Public Finance Management (County Governments) Regulations, 
2015 which states that an accounting officer should ensure that public funds entrusted 
to their care are safeguarded and are applied for purposes for only which they were 
intended and appropriated by the County Assembly. No explanation was availed why 
the MCAs were paid from the County Executive funds instead of the County Assembly 
funds. 
 
Consequently, the Management was in breach of the law.  
 
7.0 Compliance with the Public Procurement and Asset Disposal Act, 2015 - 

Purchase of Fuel 

During the year under review, the Management procured fuel, oil and lubricants from 
two (2) suppliers worth Kshs.30,100,947. However, the Management did not avail the 
contractual agreement for audit review. This was contrary to Section 135 (2) of the 
Public Procurement and Asset Disposal Act, 2015 which states that an accounting 
officer of a procuring entity shall enter into a written contract with the person submitting 
the successful tender based on the tender documents and any clarifications that 
emanate from the procurement proceedings. 

Consequently, the Management was in breach of the law.  
 
8.0     Wasteful Procurement of Multiple Revenue Collection Systems 

During the year under review, the Management applied various systems to record and 
account for the revenue collected including, E-revenue system, Medical Business and 
Office System Solutions (MEDBOSS) and manual system. 

However, as reported previously, it was not clear why the County Executive was using 
the various systems whereas it had acquired an E-revenue collection system at a cost 
of Kshs.18,092,530 in 2015/2016 financial year and a Jambo Pay system at a cost of 
Kshs.79,905,162 in the financial year 2017/2018 both totalling to Kshs.97,997,692 

In the circumstance, the value for money from Kshs.97,997,692 in respect to purchase 
of E-revenue collection and Jambo systems in the previous years may not have been 
realized. 

 

The audit was conducted in accordance with ISSAI 4000. The standard requires that 
I comply with ethical requirements and plan and perform the audit to obtain assurance 
about whether the activities, financial transactions and information reflected in the 
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financial statements are in compliance, in all material respects, with the authorities 
that govern them. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my conclusion. 
 
REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT 
AND GOVERNANCE 
 
Conclusion 
 
As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit 
procedures performed, except for the matters described in the Basis for Conclusion 
on Effectiveness of Internal Controls, Risk Management and Governance section of 
my report, I confirm that, nothing else has come to my attention to cause me to believe 
that internal controls, risk management and overall governance were not effective. 
 
Basis for Conclusion 

1.0     Lack of Independence in Internal Audit 

A review of the County Executive’s Internal Audit Unit during the year under review 
revealed that the department lacks independence since it is part of the finance 
department. Further, the Internal Audit Unit was not adequately facilitated as there 
was no clear budget line including staffing and training budget. A review of staff 
trainings done during the year revealed that the officers in the unit were not trained 
during the year under review.  

In the circumstances, it was not possible to ascertain that the internal controls were 
functioning properly. 
 

2.0  Outstanding Land Rates 

As reported in the previous years, records of revenue returns reflects 
Kshs.282,612,923 in respect to uncollected land rates. There was no evidence that 
the Management has instituted measures to collect the outstanding land rates 
amounting to Kshs.282,612,923 which is 45% of the County’s own generated revenue. 

It has not been possible to confirm whether effective revenue controls were place. 

3.0  Payment of Salaries by Use of Manual Payroll  

As reported in the previous year, Management paid Kshs.113,797,528 to various 
employees of the County Executive through the manual payroll system which is prone 
to errors and manipulations. No reasons were availed for audit on why the Integrated 
Payroll and Personnel Database (IPPD) which is used by both the National and County 
Governments to pay compensation of employees was not used. 
 

In the circumstances, the internal controls in respect to payments made through the 
manual payroll could not be confirmed. 
 

4. Lack of an Updated Fixed Asset Register 
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Annex 5 to the financial statements reflects various assets with a historical cost of  
Kshs.9,273,478,839 as at 30 June, 2019. However, the fixed assets register made 
available for audit review was not updated with assets acquired or disposed during the 
year under review. Further, as reported in the previous years, twenty-six (26) 
unserviceable vehicles whose values could not be determined, had been grounded 
and are continuously deteriorating through wear and tear and no explanation was 
given by the Management on why the vehicles had not been boarded and disposed. 
In addition, assets taken over from the defunct local authorities had not been 
incorporated in the asset register.  

Consequently, it was not possible to ascertain existence of effective system of assets 
controls. 
 
The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330.  The 
standards require that I plan and perform the audit to obtain assurance about whether 
effective processes and systems of internal control, risk management and overall 
governance were operating effectively, in all material respects. I believe that the audit 
evidence I have obtained is sufficient and appropriate to provide a basis for my 
conclusion. 

Responsibilities of Management and those charged with Governance  

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 maintaining effective internal control as Management determines 
is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error and for its assessment of the 
effectiveness of internal control, risk management and overall governance. 
 

In preparing the financial statements, Management is responsible for assessing the  
County Executive’s ability to continue to sustain its services, disclosing, as applicable, 
matters related to sustainability of services and using the applicable basis of 
accounting unless Management is aware of the intention to dissolve the County 
Executive or to cease operations. 
  
Management is also responsible for the submission of the financial statements to the 
Auditor-General in accordance with the provisions of Section 47 of the Public Audit 
Act, 2015. 
 
In addition to the responsibility for the preparation and presentation of the financial 
statements described above, Management is also responsible for ensuring that the 
activities, financial transactions and information reflected in the financial statements 
are in compliance with the authorities which govern them, and that public resources 
are applied in an effective way. 
 
Those charged with governance are responsible for overseeing the  financial reporting 
process, reviewing the effectiveness of how the County Executive monitors 
compliance with relevant legislative and regulatory requirements, ensuring that 
effective processes and systems are in place to address key roles and responsibilities 
in relation to overall governance and risk management, and ensuring the adequacy 
and effectiveness of the control environment. 
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Auditor-General’s Responsibilities for the Audit  

The audit objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes my opinion in accordance with the 
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in 
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISSAIs will always detect a material misstatement and weakness when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
 
In addition to the audit of the financial statements, a compliance audit is planned and 
performed to express a conclusion about whether, in all material respects, the 
activities, financial transactions and information reflected in the financial statements 
are in compliance with the authorities that govern them, and that public resources are 
applied in an effective way, in accordance with the provisions of Article 229(6) of the 
Constitution and submit the audit report in compliance with Article 229(7) of the 
Constitution.  
 

Further, in planning and performing the audit of the financial statements and audit of 
compliance, I consider internal control in order to give an assurance on the 
effectiveness of internal controls, risk management and overall governance processes 
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit 
Act, 2015 and submit the audit report in compliance with Article 229(7) of the 
Constitution. My consideration of the internal control would not necessarily disclose all 
matters in the internal control that might be material weaknesses under the ISSAIs. A 
material weakness is a condition in which the design or operation of one or more of 
the internal control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud in amounts that would be material in relation 
to the financial statements being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their assigned functions.  
 
Because of its inherent limitations, internal control may not prevent or detect 
misstatements and instances of non-compliance. Also, projections of any evaluation 
of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with 
the County Executive’s policies and procedures may deteriorate. 
 
As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional skepticism throughout the audit. I also:  
 

• Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide 
a basis for my opinion. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control.  
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• Evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by the Management.  

 

• Conclude on the appropriateness of the Management’s use of the going concern 
basis of accounting and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt 
on the  County Executive’s ability to continue to sustain its services. If I conclude 
that a material uncertainty exists, I am required to draw attention in the auditor’s 
report to the related disclosures in the financial statements or, if such disclosures 
are inadequate, to modify my opinion. My conclusions are based on the audit 
evidence obtained up to the date of my audit report. However, future events or 
conditions may cause the  County Executive to cease to continue to sustain its 
services.  

 

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

 

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

 

• Perform such other procedures as I consider necessary in the circumstances. 
 
I communicate with the Management regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that are identified during the audit. 
 
I also provide Management with a statement that I have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships 
and other matters that may reasonably be thought to bear on my independence, and 
where applicable, related safeguards.  
 
 

 
 
 
Nancy Gathungu 
AUDITOR-GENERAL 
 
Nairobi 
 
06 November, 2020 
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Appendix 1 

Delay in project Implementation  

Project Name 
Budget  
(Kshs) 

Disbursements 
(Kshs) 

Current 
Status 

Observations 

Construction of 
Kibugua-Kairuri 
road 

3,495,022 3,495,022 Incomplete Bill of quantities (BQ) 
reflected 3.5 km, but 
only 2.8 km was 
constructed which 
included 0.5 km on two 
other roads each that 
were not part of the 
contract. 

Construction of 
Kephis-
Rupingazi Inn 
road 

4,506,600 4,506,600 Incomplete BQ reflected opening of 
4.0 Km of road. 
However, approximately 
0.1 km of road, though 
paid for, had not been 
constructed due to a 
land dispute 
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Maintenance of 
Ndunda Ngerwe 
Gakurungu road 

1,989,446 1,974,013 Not started Contract awarded but 
project not started 

Maintenance of 
Kwa Nguo 
Ngarari TBC – 
Kwa William 
bridge road 

28,778,440 2,886,776 Not started Contract awarded but 
project not started 

Maintenance of 
Usambara 
junction road 

3,499,604 3,480,440 Not started Contract awarded but 
project not started 

Upgrading of 
Naivas-stadium 
road 

6,498,413 0 Not started Contract awarded but 
project not started 
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