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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF TAITA TAVETA 
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 Taita 
Taveta set out on pages 1 to 36, which comprise the statement of assets and liabilities 
as at 30 June, 2019, and the statement of receipts and payments, statement of cash flows 
and 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 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 Taita Taveta 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 the Public Finance Management Act, 2012, and the County Governments 
Act, 2012. 
 

Basis for Qualified Opinion 
 
1.0. County Own Generated Revenue 
 

The statement of receipts and payments for the year ended 30 June, 2019 reflects county 
own generated receipts totalling Kshs.332,712,551, as further disclosed in Note 9 to the 
financial statements. However, examination of records on the balance revealed the 
following anomalies: 
 

1.1. Unconfirmed Market and Trading Centres Revenue 

Note 9 to the financial statements reflects market and trade centres fee receipts  totalling 
Kshs.20,269,214 collected during the year under review. Examination of revenue 
accounting documents revealed that both Government Printer miscellaneous receipt 
books and receipt books printed by the County Executive were used to collect the 
revenue. However, there was no evidence of an elaborate system established to track 
issues and returns of receipt books and therefore the risk of their misuse was high.  
 

Records examined during the audit indicated that four (4) Sub-County revenue officers, 
two of whom were casual employees, reportedly collected an unquantified amount of 
revenue using fake receipts during the year under review. According to an investigation 
conducted by Management, there were several other officers involved in  the fraudulent 
practice. At the time of concluding the audit, in November, 2019, thirteen (13) officers had 
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been interdicted,  and four (4) dismissed from service and  charged in Court. 
Misappropriated revenue amounting to Kshs.645,865 was recovered from several Sub-
County revenue officers. 

In the circumstances, the accuracy and completeness of revenue totalling 
Kshs.20,269,975 reported to have been collected from market and trading centre fees 
during the year ended 30 June, 2019 has not been confirmed. 

1.2. Unsupported Revenue from Sub-County Health Facilities 

County own generated receipts totaling  Kshs.332,712,551 reflected in the statement of 
receipts and payments include Kshs.44,352,349 from public health facilities. However, no 
system generated reports on revenue collected were presented for verification during an 
audit inspection at Mwatate Sub-County Hospital in October, 2019. Consequently, it was 
not possible to confirm whether all the revenue due was collected, recorded and banked. 

In view of the omission, the completeness and accuracy of fees collected at the Hospital 
during the year under review could not be confirmed.  
 
1.3. Uncollected Mining Revenue 

The county own generated receipts balance totalling Kshs.332,712,551 reflected in the 
statement of receipts and payments for the year under review includes Kshs.30,876,451 
from mining cess, as disclosed in Note 9 to the financial statements. However, 
examination of revenue collection invoices and accounting records held at the Revenue 
Directorate revealed that the County Government failed to collect revenue totaling to 
Kshs.32,397,353 from three (3) mining companies that extract  minerals in the County. 

As a result of the omission, mining cess revenue totalling Kshs.30,876,451 included in 
the  aggregated own generated revenue balance  amounting to Kshs.332,712,551 
reflected in the statement of receipts and payments for the year ended 30 June, 2019 is 
not complete.  
 

1.4. Undisclosed Fees Due from Incomplete Revenue Management System 

As previously reported, the County Executive implemented a new electronic revenue 
collection system in 2014/15 financial year at a contract sum of Kshs.27,999,320. Fees 
equivalent to 4% of revenue processed through the system were , in addition, to be paid 
to the system’s vendor every year for the three year duration of the contract.  As at 30 
June, 2019,the fees incurred by the County Executive amounted to Kshs.20,434,097, out 
of which, Kshs.1,330,849 related to the year under review. However, the outstanding fees 
have not been disclosed in the financial statements for the year under review. 

Further, although the electronic system was still in use at the time of the audit,  some 
revenue reports for the year under review were published from manual records. This 
indicated that the new electronic system did not cover some revenue sources. As a result, 
it was not possible to confirm that the County Executive obtained value for the expenditure 
totaling Kshs.27,99,320 incurred to procure and install the system.   
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In view of these anomalies, the accuracy and completeness of own generated revenues 
totalling Kshs.332,712,551 reflected in the statement of receipts and payments for the 
year under review have not been confirmed. 

2.0. Use of Goods and Services 
 

2.1.    Unsupported Domestic Travel and Subsistence 

The statement of receipts and payments for the year ended 30 June, 2019 reflects use of 
goods and services  expenditure totalling Kshs.1,006,211,459.  The sum includes 
Kshs.398,857,661 incurred by staff on domestic travel and subsistence. However, 
examination of travel documents, imprest surrenders, minutes of meetings and payment 
vouchers revealed that subsistence allowances totaling Kshs.7,483,407 paid to Members 
of Taita Taveta County Assembly were not supported with signed schedules by the 
Members to acknowledge receipt of the allowances. Further, the respective work tickets, 
meeting attendance registers and minutes of meetings were not availed for audit review. 
As a result, the occurrence and validity of the expenditure totaling Kshs.7,483,407 could 
not be confirmed.  
 

In the absence sufficient evidence, the accuracy and completeness of domestic travel 
and subsistence expenditure totalling Kshs.398,857,661 reported to have been incurred 
in the year ended 30 June, 2019 and included in the use of goods and services  
expenditure totalling Kshs.1,006,211,459 reflected in the statement of receipts and 
payments  for the year,  has not been confirmed.  
 
2.2.  Unsupported Insurance Payments 

The statement of receipts and payments for the year ended 30 June, 2019 reflects 
expenditure totalling  Kshs.1,006,211,459 incurred on use of goods and services. As 
disclosed  in Note 12 to the financial statements, the expenditure includes insurance costs 
totalling  Kshs.27,834,528. However, payment vouchers and other records presented for 
audit revealed that Kshs.1,386,270  of the expenditure was not supported by requisitions 
from user departments , quotations and other procurement documents. 

As a result, the accuracy, validity and completeness of insurance costs totalling  
Kshs.27,834,528  included in the use of goods and services balance totalling 
Kshs.1,006,211,459 reflected in the statement of receipts and payments for the year 
under review  has not been confirmed.  
 
3.0. Unsupported Agro Inputs Expenditure  

The statement of  receipts and payments for the year ended 30 June, 2019 reflects   
acquisition of assets balance totalling  Kshs.776,052,983, as further disclosed in Note 17 
to the financial statements. Included in the balance is Kshs.24,519,609 spent on purchase 
of certified seeds, breeding stock and live animals during the year. However, examination 
of payment vouchers, distribution registers and other records revealed that 
Kshs.2,134,140  paid out to various vendors  was not supported by  distribution lists 
showing how the items so purchased were issued upon receipt. 
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In the circumstance, the occurrence and  validity  of the purchase of seeds, breeding 
stock and live animals payments totalling Kshs.24,519,609 included in the aggregate 
Kshs.776,052,983 balance  reflected in the statement of  receipts and payments for the 
year ended 30 June, 2019 has not been confirmed. 
 
4.0 Unconfirmed Fixed Assets 

Note 17 to the financial statements for the year under review reflects acquisition of assets 
valued at Kshs.776,052,983. However, the records maintained on the assets did not carry 
important information such as the dates the assets were acquired, their costs, and 
location. As a result, it was not possible to confirm the valuation and completeness as 
well as ownership of all the assets carried in the books of the County Executive at a cost 
of Kshs.776,052,983 as at 30 June, 2019.  

 

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

Key audit matters are those matters that, in my professional judgment, are of most 
significance in the audit of the financial statements. Except for the matters described in 
the Basis for Qualified Opinion section of my report, I have determined that there are no 
other key audit matters to communicate in my report. 
 

Other Matter  
 

1.   Budgetary Control and Performance 
 

1.1   Failure to Meet Revenue Target  
 

The statement of receipts and payments for the year ended 30 June, 2019 reflects County 
budgeted revenue amounting to Kshs.5,987,452,159 against actual receipts of 
Kshs.4,848,891,747, resulting to a variance of Kshs.1,138,560,412 or 19% of the budget. 
The under-collection mainly occurred in respect to proceeds from domestic and foreign 
grants, which recorded a shortfall of Kshs.810,172,168 equivalent to 78% of the budget 
and transfers from other government entities which recorded a shortfall of  
Kshs.59,565,199 or 25% of the budgeted amount.  Additionally, the County Executive 
had budgeted to receive Exchequer Issues totaling Kshs.356,664,000 in respect of  
returns made to the County Revenue Fund in previous years but received 
Kshs.55,128,403 only and therefore missed its target by Kshs.301,535,597 or 85%.   
 
Overall, the shortfall of revenue by the three revenue sources was equivalent to 20%  of 
the aggregate budgets for the year.  
 

No plausible explanation has been provided by Management for the underperformance.    
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The shortfalls confirmed weaknesses  in  the revenue management  system applied by 
Management. Among the weaknesses noted during the audit included incomplete   
mapping of revenue sources and inadequate recording and custody of collected revenue.   
 

1.2   Expenditure Budget 
 

During the year under review, the total expenditure budget amounted to 
Kshs.5,987,452,159 comprised of a recurrent vote amounting to  Kshs.3,955,764,088 and  
a  development vote of Kshs.2,031,688,071. However, actual expenditure for the year 
amounted to  Kshs.5,155,946,078, resulting to net under expenditure of 
Kshs.831,506,081 or 14% of the budget. 
 

The recurrent vote budget amounted to Kshs.3,955,764,088  and actual  expenditure  
Kshs.3,745,219,418 resulting to  under-expenditure of Kshs.210,544,604  equivalent to  
5.3% of the budget.  

The development vote budget amounted to Kshs.2,031,688,071 while actual expenditure 
totaled Kshs.1,410,726,594 resulting in under-expenditure of Kshs.620,961,477 or 31% 
of the budget.    
 

Management has not provided plausible explanations for the revenue and expenditure 
shortfalls. The shortfalls resulted in failure to fund some operational activities and execute 
development projects as planned for the year. This in turn constrained delivery of services 
to the residents of Taita Taveta County. 
 
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 Qualified Opinion and Basis 
for Conclusion on Lawfulness and Effectiveness in Use of Public Resources sections 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 
 
1.0. Noncompliance With Procurement Framework Requirements 
 
Section 114 of the Public Procurement and Asset Disposal Act, 2015 provides that a 
procuring entity may enter into a framework agreement through open tender. The 
provision also requires the entity to  prepare and submit to the Accounting Officer, and 
copy to the Internal Auditor, quarterly reports detailing items procured through framework 
agreements. The reports should  include comparisons of procurement costs  with market 
prices, and offer recommendations for effective use of funds.   
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During the year under review, and as reflected in Note 12 to the financial statements, the 
County Executive incurred expenditure totalling Kshs.21,057,801 under framework 
agreements. However, no evidence was availed to confirm that the procurement unit 
prepared and submitted to the Accounting Officer, and to the Internal Auditor, quarterly 
analyses of items procured through the agreements. 

Consequently, Management breached Section 114 of the Public Procurement and Assets 
Disposal Act, 2015 on framework agreements and in the process, public funds were put 
at risk of uneconomic and ineffective use.  

2.0.   Outstanding Imprests 
 
Section 93(5) of the Public Finance Management (County Governments) Regulations, 
2015 provides that a holder of a temporary imprest shall account or surrender the imprest 
within seven (7) days after returning to the duty station. Accounting records examined   
indicated that imprests  totalling Kshs.15,919,597 which ought to have been surrendered 
or recovered from holders, were still outstanding as at 30 June ,2019.  
 
Further, the imprests  included Kshs.7,493,325  issued to twenty-one (21) employees of 
the County Executive who had not surrendered previous ones contrary to Section 93(4) 
of the Public Finance Management (County Governments) Regulations, 2015. The 
regulation prohibits issue of new imprests to officers with un-surrendered balances.  
 
Therefore, Management breached regulations on issue of imprests and did not enforce 
recovery of the overdue imprests.    
 
3.0. Implementation of Projects 
 
3.1 Projects Not Implemented 
 
Review of records on the County Executive’s  projects as at 30 June, 2019, revealed fifty-
seven (57) projects estimated to cost Kshs.97,323,324 which were, however, not 
implemented. The projects were in several Departments of the County Executive,  as 
shown in the table below:     
 

Management did not provide plausible explanations for the anomaly.   
 

Department 
Number of 
projects 

Contract 
Amount 
 (Kshs.) 

Lands, Mining, Environment, Natural Resources, 
Housing and Transport 

7 
16,600,000 

Water and Sanitation 26 44,579,748 

Public Works 21 31,929,5278 

Education and Library Services 3 4,214,048 

Total 57 97,323,324 
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Failure to implement the projects resulted in the service delivery needs the projects were 
intended to respond not being met. 
 
2.2.  Incomplete Projects 
 
A projects implementation status report compiled by Management  indicated that as at 30 
June, 2019, forty-four (44) projects estimated to cost Kshs.91,456,097 in aggregate and 
expected to have been completed  by the date of the report were on-going. At the time of 
the audit in October, 2019, the projects, which were expected to provide services in 
various sectors shown in the table below, had not been completed.  

Department 
Number of 
Projects 

Amount 
 (Kshs.) 

Lands, Mining, Environment, Natural Resources, 
Housing and Transport 

2 4,000,000 

Water and Sanitation 16 32,435,880 

Public Works 10 16,610,737 

Livestock and Fisheries 1 500,000 

Trade 5 5,548,464 

Health 10 32,361,016 

Total 44 91,456,097 

 
The slow rate of implementing the projects means they will not provide services to the 
residents in good time, if at all.  
 
2.3. Stalled Projects 
 
The project status report also indicated that fourteen (14) projects which had been 
approved for implementation in the previous financial year at an estimated aggregate cost 
of Kshs.27,792,267 had stalled, as summarized below:  
 
 

Department Number of projects 
            Amount  
              (Kshs.) 

Water and Sanitation 10 14,702,596  

Public Works 3 3,279,528  

Health 1 9,810,143  

Total 14   27,792,267  

 
No plausible explanations were provided by Management for the failure to complete the 
projects. Further, the residents of Taita Taveta have not obtained any value from the their 
funds totalling Kshs.27,792,267 invested in the projects.    
 
 
2.4. Projects Works with Implementation Flaws 
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Note 17 to the financial statements reflects expenditures totaling Kshs.129,038,986 and 
Kshs.416,866,730 incurred on construction of buildings and civil works respectively 
during the year under review. Out of twenty-five (25) projects valued at Kshs.325,218,000 
verified during the audit,  seven (7) projects costing Kshs.84,362,636 had anomalies 
which included lack of Bills of Quantities to provide objective cost estimates, vandalism, 
lack of signage on project financiers, lack of land titles for project sites and duplication of 
works.  
 

In the circumstances, it was not possible to confirm whether residents of Taita Taveta 
County received value for money on the  investments amounting to Kshs.84,362,636 
made on the projects.   
 
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 Qualified Opinion, 
Basis for Conclusion on Lawfulness and Effectiveness in Use of Public Resources and  
Basis for Conclusion on Effectiveness of Internal Controls, Risk Management and 
Governance sections 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 
 

Lack of an Approved Staff Establishment 

A review of personnel records showed that the County Government did not have an 
approved staffing policy document or code  that established staff cadres and positions to 
be filled by Management.  

As a result, it was not possible to confirm the optimal number and qualifications of staff  
expected to work in the County Executive and whether employment and staff 
management practices were executed as expected.    
 

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard 
requires that I plan and perform the audit to obtain assurance about whether effective 
processes and systems of internal control, risk management and 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. 
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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 ability 
of the County Executive 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 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 manner. 
 
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 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 
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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 uncertainty 
exists related to events or conditions that may cast significant doubt on 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.  
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• 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 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 

12 November, 2020 


