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REPORT OF THE AUDITOR - GENERAL ON COUNTY EXECUTIVE OF  MIGORI 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 Migori set 
out on pages 1  to 52, which comprise of the statement of assets and liabilities  as at            
30 June, 2019, statement of receipts and payments, statement of cash flows, the 
summary  statements 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 effect of the matters described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of the County Executive of Migori as at 30 June, 2019, 
and of its financial performance and its cash flows for the year then ended, in 
accordance with the International Public Sector Accounting Standards (Cash Basis) and 
comply with Public Finance Management Act, 2012 and the County Governments Act, 
2012. 
 
Basis for Qualified Opinion 
   
1. Unreconciled Bank Balances  

The statement of assets and liabilities reflects bank balances of Kshs.1,304,060,403 as 
at 30 June, 2019.  Note 21A to the financial statements indicates that the Management 
maintained ten (10) bank accounts at the Central Bank of Kenya and one hundred and 
ninety-seven (197) bank accounts in various commercial banks during the year under 
review. Most of the accounts maintained in the commercial banks were for health 
facilities. However,  monthly bank reconciliations were not  provided with regard to 
operations of these accounts as well as IFMIS auto generated bank reconciliations to 
support the bank balances at the end of the year.  
 
Further, the accuracy of the opening balances of cash and cash equivalents of 
Kshs.330,395,105 could not be confirmed due to lack of relevant documents and 
financial records which allegedly got burnt during a fire outbreak in the 2017/2018 
financial year.  
 
In addition, the county own generated receipts of Kshs.377,404,340 includes an amount 
of Kshs.2,859,980 which was received through M-Pesa Pay Bill Number during the year 
under review. However, the amount was banked in a commercial bank revenue account 
and not transferred subsequently to the County Revenue Fund Account at the Central 
Bank of Kenya thus under-stating the balance in that account by a similar amount as at 
30 June, 2019.  
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In the circumstances, the accuracy and completeness of the bank balances of 
Kshs.1,304,060,403 reflected in the statement of assets and liabilities as at                               
30 June, 2019 cannot be confirmed.  
 

2. Irregular Payment of Legal Fees 

The statement of receipts and payments reflects use of goods and services expenditure 
of Kshs.1,509,811,405 which includes an amount of Kshs.116,813,661 relating to other 
operating expenses which in turn includes Kshs.20,450,346 paid as legal fees to five (5) 
law firms. However, a review of details of the payments revealed that the cases involved 
disputes between the defunct Local Authorities and the employees of the County 
Executive. The Management is spending money in cases that could be resolved through 
alternative conflict resolution. 
 
In the circumstances, the legality of the expenditure on legal fees of Kshs.20,450,346 
included in the other operating expenses of Kshs.116,813,661 could not be ascertained. 
 
3. Unsupported Expenditure on Acquisition of Assets  

The statement of receipts and payments reflects expenditure on acquisition of assets of 
Kshs.1,790,829,395 which includes an amount of Kshs.5,300,000 which relates to 
purchase of boats for patrol activities in the lake area within Migori County and an 
amount of Kshs.18,970,000 paid for construction of Karam Slaughter House. However, 
the Management did not provide adequate relevant procurement documents for audit.  

Consequently, the accuracy, completeness and validity of the expenditure on 
procurement of boats of Kshs.5,300,000 and construction of slaughter house of 
Kshs.18,970,000 could not be confirmed.  

4. Unsupported Expenditure, Other Grants and Transfers  

The statement of receipts and payments reflects other grants and transfers of 
Kshs.60,090,207 which includes payments for scholarships and other educational 
benefits of Kshs.59,084,987 which in turn includes an amount of Kshs.11,699,124 
relating to bursary disbursements - secondary education. However, the application 
forms were not supported with adequate relevant documents including copies of the 
students school identity cards, fee statement balances and admission letters.  
 

Further, the bursary sub-committee did not provide remarks on the status of the 
assessment of the applicants and the criteria used to award the bursaries. The 
acknowledgement letters from the schools confirming the receipt of the monies paid for 
the scholarships were not provided for audit. 
 
In the circumstances, the accuracy, completeness and validity of the expenditure on 
bursaries of Kshs.11,699,124 could not be confirmed. 

The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs).  I am independent of the County Executive of Migori 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 
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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. 

Emphasis of Matter 

Burnt Documents and Prior Year Balances 
 

The County Executive Headquarters experienced an outbreak of fire on                                          
24 September, 2017 which razed down the main procurements store and all the items 
stored therein. It was claimed that at the time of the fire outbreak the procurements store 
contained financial documents, tender documents, assortments of procured materials, 
equipment, furniture and stationery. This incidence may affect the accuracy and 
completeness of the closing cash and cash equivalent balance of Kshs.1,304,061,076 
and the fixed assets balance of Kshs.7,115,685,400 as at 30 June, 2019. 
 
Key Audit Matters  
 
Key audit matters are those matters that, in my professional judgment, are of most 
significance in the audit of the financial statements. There were no key audit matters to 
report during the year under review.  
 
Other Matter 
 

1. Unresolved Prior Year Matters 
 

In the audit report of the previous year, several paragraphs were raised under the Report 
on Financial Statements. However, although the Management has indicated that the 
issues have been resolved, the matters are still deemed unresolved as the Senate has 
not deliberated on the issues. 
 

2. Budget Control and Performance - Budget Over Expenditure  

The County Executive had a budget of Kshs.2,188,534,421 against actual expenditure 
of Kshs.2,502,472,079 occasioning an over expenditure of Kshs.313,937,658 or 14% 
but no approval was availed.                                                                                               

The Management did not disclose the reasons for the over expenditure. Further, the 
significant under-utilization of voted provisions is an indication that the residents of 
Migori County did not benefit fully from the resources availed to the County Government. 
 
3. Under Collection of Land Rates and Cess Fees 
 

During the year under review, the Management collected own generated receipts 
totalling Kshs.377,404,340 against a final budget of Kshs.300,000,000 which translated 
to 26% above the approved budget. However, collected land rates amounted to 
Kshs.9,900,172 against the approved budget of Kshs.27,500,000 thus achieving 36% 
below target. The County Executive  further collected cess fees of Kshs.42,028,568 
against the approved budget of Kshs.81,200,000 translating to a 52% collection rate. 
Further, Management had not updated the valuation roll used in assessment and 
collection of land rates in 2018/2019 financial year and instead used an obsolete 
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valuation roll inherited from the defunct Local Authorities which was likely not in tandem 
with the current value of land in the County. 
 

In the circumstances, Management have under collected land rates due to use of 
obsolete valuation roll. 
 

4. Pending Accounts Payables (Bills) 

Note 5.10.1 - Other Important Disclosures to the financial statements reflects pending 
accounts payables (bills) of Kshs.558,144,277 which were not settled during the year 
under review but were carried forward to the 2019/2020 financial year as summarized 
below: 

 

Category 
Amount  
 (Kshs.) 

Construction of Buildings 24,763,099 

Construction of Civil Works and Roads 210,232,868 

Supply of Goods  248,088,304 

Supply of Services 75,060,006 

Total 558,144,277 

 
A review of the pending accounts payables schedule indicates that bills amounting to 
Kshs.182,806,444 in respect of supply of services and constitutes balances brought 
forward from 2017/2018 financial year. However, a balance of Kshs.75,060,006 is 
reflected as outstanding bills instead of Kshs.287,364,570 as at 30 June, 2019 in 
respect of supply of services. No explanation was provided for this variance.  

In the circumstances, the legality, completeness and accuracy of the pending accounts 
payables (bills) of Kshs.558,144,277 disclosed in the financial statements cannot be 
ascertained. 
 
 

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 for Conclusion 
 

1. Leasing of Medical Equipment  
 
Section 5(1)(e) on conditional allocations for leasing of medical equipment as set out in 
Column F of the Second Schedule of the County Allocation of Revenue Act, No. 8 of 
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2018 states that an amount of Kshs.200,000,000 was to be included in the budget 
estimates in line with Article 187 of the Constitution of Kenya.  

Review of the operations of the medical department revealed the existence of leased 
medical equipment including theatre, renal and radiology machines which have been 
leased to the County Executive through the Ministry of Health. However, the actual lease 
amount paid in 2018/2019 was not included in the financial statements for the year 
ended 30 June, 2019. Further, the agreement between the County Government and the 
National Government providing the terms of the lease was not provided for audit. 

2. Failure to Remit Returned CRF Issues to County Revenue Fund 

The statement of receipts and payments reflects a nil balance of returned County 
Revenue Fund, CRF issues at the end of the financial year. However, the summary 
statement of appropriation: recurrent and development combined, reflects opening 
balances of Kshs.328,891,003 which indicates that the opening balances were retained 
and not remitted to the County Revenue Fund as required by law. 

3. Poor Controls on Management of Fuel and Lubricants Consumption 

The statement of receipts and payments reflects use of goods and services expenditure 
of Kshs.1,509,811,405 which includes payments totalling Kshs.63,532,485 for purchase 
of fuel, oil and lubricants. There was no clear policy and guidelines on fuel authorization 
and approval levels with sufficient checks and balances. The Management did not 
perform regular checks and reconciliations between the entries in the work tickets with 
the suppliers’ statements. In the circumstances, the legality of the fuel expenditure of 
Kshs.63,532,485 cannot be confirmed. 
 
4. Poor Maintenance of Roads  

The statement of receipts and payments reflects expenditure on acquisition of assets of 
Kshs.1,790,829,395 which includes an amount of Kshs.677,239,584 under construction 
of roads. The latter includes Kshs.249,167,320 or 37% of total payments under this item 
which was used for four (4) road projects only as shown below: 

 

 

 

Name of Road 

Contracted 
Amount 
(Kshs.) 

Amount Paid 
(Kshs.) 

 
 
Status 

Upgrading to Bitumen standard –
Uriri –Oria Road  

   178,987,927   136,042,000  80 % complete 

Construction of Awendo Township 
Road to Bitumen Standard 

  161,749,669    50,752,134  50 % complete 

Construction of Rongo Township 
Road to Bitumen Standard 

  164,756,763    47,985,413  50 % complete 

Construction of Migori Township 
Road to Bitumen Standard 

50,449,621 14,387,773 50 % complete 
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Total 555,943,980    249,167,320  

 
The expenditure of Kshs.677,239,584 incurred on construction of roads also includes 
payments amounting to Kshs.295,177,248 or 44% which were made towards the 
maintenance of ninety eight (98) roads.  A review of the maintenance expenditure, bills 
of quantities and project verification revealed that much of this expenditure was incurred 
on gravel patching. The maintenance of earth roads through gravel patching is basically 
a temporary measure and is expensive as it requires regular maintenance annually, 
which is not sustainable in the long-run. In the circumstances, the value for money of 
the expenditure on maintenance of roads of Kshs.295,177,248 could not be ascertained. 
 
5. Irregular Drilling of Boreholes 

The statement of receipts and payments reflects expenditure on acquisition of assets of 
Kshs.1,790,829,395 which includes an amount of Kshs.423,939,247 which was paid for 
construction and civil works. The latter in turn includes Kshs.80,868,206 which was paid 
for drilling, equipping and rehabilitation of boreholes within the County. However, the 
license from Water Resource Management Authority (WARMA) authorizing the drilling 
and use of the boreholes was not provided for audit. 
 

In the circumstances, the County Executive was in breach of the law. 

6. Compensation of Employees - Manual Payroll  

The statement of receipts and payments reflects expenditure of Kshs.2,502,472,079 in 
respect of compensation of employees. The amount includes other personal 
emoluments of Kshs.130,802,373 which were paid outside the IPPD payroll system 
through payment vouchers. Consequently, the legality, accuracy and completeness of 
the expenditure of Kshs.130,802,373 cannot be confirmed. 
 

7. Non-Compliance on Staff Recruitment 
 

The Management employed a total of twenty-four (24) officers in various cadres during 
the year. However, a review of records pertaining to the recruitment process revealed 
that the County Executive did not have an approved staff establishment to guide on the 
recruitment and placement of staff. Further, the County Public Service Board recruitment 
exceeded the number of positions set out in the advertisement dated 03 December, 
2018. The advertisement had sought to fill twenty-three (23) vacant positions made up 
of nine (9) clerical officers, registered nurses, medical officers and pharmacists. 

In the circumstances, the regularity of the recruitment process cannot be confirmed. 
 
8. Irregular Engagement of Temporary Employees 

The compensation of employees’ expenditure of Kshs.2,502,472,079 includes an 
amount of Kshs.90,657,549 which was paid as wages to temporary employees. 
However, a review of employment records revealed that the temporary employees had 
been continuously engaged without a written contract, contrary to the provisions of 
Section 9(1) of Employment Act, 2007.  
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The County Executive was therefore in breach of the law. 
 
9. Accounts Receivables -  Outstanding Imprests 

The statement of assets and liabilities reflects accounts receivables - outstanding 
imprests of Kshs.1,605,580 owed by five (5) officers as disclosed under Note 22 to the 
financial statements. The officers failed to surrender or account for the imprests within 
the stipulated period contrary to Regulation 93(5) of the Public Finance Management 
(County Government) Regulations, 2015 which provides for surrender of all outstanding 
imprests within seven (7) days after the Officer has returned to the duty station. 
 

Consequently, the Management is in breach of the regulations. 
 
The audit was conducted in accordance with ISSAI 4000. The standard requires that I 
comply with ethical requirements and plan and perform the audit to obtain assurance 
about whether the activities, financial transactions and information reflected in the 
financial statements are in compliance, in all material respects, with the authorities that 
govern them. I believe that the audit evidence I have obtained is sufficient and 
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. Summary of Fixed Assets  
 

A summary of fixed assets register as disclosed in Annex 5 to the financial statements 
indicates a balance of Kshs.7,115,685,422 as at 30 June, 2019. However, a review of 
the assets indicated that the assets inherited from the defunct local authorities have not 
been valued to facilitate processing of the ownership documents.  
 
The ownership of the fixed assets as well as the accuracy and completeness of the 
balance of Kshs.7,115,685,422 reflected in the assets register cannot be confirmed. 
 

2. Lack of Risk Management Policy Framework 
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The County Executive of Migori did not have a Risk Management Policy Framework to 
ensure that all operations were performed within the approved risk tolerance levels. 
There was no documented disaster recovery plan to deal with loss of data or information 
in case of systems failures or to protect the IT infrastructure in the event of a disaster.  
 

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 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 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 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 ability 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. 
 
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 
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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 
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.  

 

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

 

• Conclude on the appropriateness of the Management’s use of the applicable basis 
of accounting and, based on the audit evidence obtained, whether a material 
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uncertainty exists related to events or conditions that may cast significant doubt on 
the County Executive’s ability 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 County Executive 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 
 

26 January, 2021 
 


