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REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF MACHAKOS 
FOR THE YEAR ENDED 30 JUNE, 2020 
 

REPORT ON THE FINANCIAL STATEMENTS 
  
Qualified Opinion 
 

I have audited the accompanying financial statements of County Assembly of Machakos  
set out on pages 1 to 36, which comprise the statement of financial assets and liabilities 
as at 30 June, 2020, statement of receipts and payments, statement of cash flows and 
the statement of comparison of budget and actual amounts 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 Assembly of Machakos as at 30 June, 2020, 
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 Variances between Financial Statements and IFMIS Balances 
 

Several balances reflected in the financial statements differ with identical accounts 
balances reflected in the Integrated Financial Management Information Systems (IFMIS) 
trial balance as indicated in the attached Appendix.   
 

In view of the unexplained differences, the accuracy of the financial statements could not 
be confirmed. 
 

2.0 Discrepancies in Bank Balances 
 

The statement of financial assets and liabilities reflects bank balances totalling   
Kshs.88,059,091 as at 30 June, 2019, and as also disclosed in Note 13A to the financial 
statements. However, examination of records on the balances revealed the following 
unsatisfactory issues: 
 
 
 

2.1  Variances in Bank Balance 
 

Bank reconciliation statements for the accounts reflected cash book balances totalling 
Kshs.24,109,309 as at 30 June, 2020 against Kshs.88,059,091 reflected in the financial 
statements, as detailed below:  
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Account Name 

 
 
A/C. No. 

Financial 
statements 

(Kshs.) 

Bank 
Reconciliation 

(Kshs.) 

 
Variance 

(Kshs.) 

Development 1000264578 88,058,929 18,558 88,040,371 

Recurrent 1000240393 162 23,941,928 (23,941,766) 

Imprest  01141277998902 0 148,824 (148,824) 
 

Further, Management did not provide a Board of Survey report to support the reported 
balances and as a result, their accuracy, validity and completeness could not be 
confirmed.  
 

2.2 Undisclosed Deposits and Retentions Bank Balances 
 

The reported cash and cash equivalents balance totalling Kshs.88,059,091 excludes a 
sum of Kshs.2,472,429 held under deposits account at the Central Bank of Kenya.  
Although Note 13A to the financial statements has disclosed that the funds held in the 
account belong to third parties, the deposits were part of the financial assets and liabilities 
of the County Executive as at 30 June, 2020 should therefore have been disclosed in the 
financial statements as part of bank balances and accounts payables-deposits and 
retentions, respectively. 
 

In the circumstance, the bank balances totalling Kshs.88,059,091 and the nil accounts 
payables-deposits and retentions balances reflected in the statement of financial position 
as at 30 June, 2020 are not fairly stated.  
 

3.0 Opening Fund and Cash Equivalent Balances 
 

The statement of financial assets and liabilities does not reflect an opening balance for 
the fund account even though the audited financial statements for the year ended               
30 June, 2019 reflected a closing balance of Kshs.421,325 in respect to the account. The 
balance should have been reflected as the opening balance for the year under review.  
No satisfactory explanation was provided by Management for the omission of the opening 
balance from the financial statements.  
 

As a result, the presentation of the fund balance in the financial statements is incorrect.  
 

4.0 Unsupported Training Expenses 
 

Expenditure records indicated that during the year under review, the County Assembly 
incurred training expenses totaling Kshs.32,542,895 as disclosed in Note 5 to the financial 
statements. However, payments totaling Kshs.3,921,936 were not adequately supported 
with relevant documents including records on travel and attendance at the indicated 
training sites. As a result, it was not possible to confirm the occurrence and validity of the 
expenditure totalling Kshs.3,291,936 incurred on the training expenses. 
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5.0 Pending Accounts Payable 
 

5.1 Unconfirmed Balance  
 

Note 7.10 - other important disclosures 1 - reflects a nil pending accounts payable 
balance. However, Annex 1 - Analysis to the financial statements reflects accounts 
payables balance totalling Kshs.102,923,622 as at 30 June, 2020.  
 
Further, comparison of pending payables reflected in Annex 1 with records on the 
balances revealed the following inconsistencies:  

 

 Records on Kshs.4,129,939  shown as owed to a tour services firm under Annex 1 
indicated that the amount owed to the firm was Kshs.3,222,439. Therefore, the 
financial statements balance is overstated by Kshs.907,500; 

 

 An amount of Kshs.287,600 reflected in Annex 1 was not supported with records on 
the goods or services supplied by the creditor company; and 

 

 Records on Kshs.12,600 reported as due to a motor-vehicle repair garage indicated 
that the garage was owed Kshs. 21,600 and therefore the liability was understated by 
Kshs. 9000.  

 

 Included in the pending accounts payables balances are bills totalling 
Kshs.22,167,265 which were committed through Local Purchase Orders and Local 
Service Orders after 31 May, 2020. However, the commitments were made without 
the written approval of the Accounting Officer contrary to Regulation 50(1) of the 
Public Finance Management (County Governments) Regulations, 2015. As a result, 
the expenditures incurred thereon were irregular. 

 

From the foregoing, the accuracy and completeness of the pending accounts payables 
totalling Kshs.102,923,622 disclosed in Annex 1 to the financial statements could not be 
confirmed. 
 

5.2 Long Outstanding Accounts Payables 
 

Included in the pending accounts payables balance totalling Kshs.102,923,622 disclosed 
in Annex 1 to the financial statements are payables totalling Kshs.46,654,658 that had 
been outstanding for more than one year as at 30 June, 2020, with some incurred in the 
2013/2014 financial year. Management has not explained why the long outstanding 
payables have not been paid.  
 

In addition, failure to pay pending bills in due time slows down economic activity and   
denies local businesses funds for working capital and reinvestment.   
 

The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs).  I am independent of County Assembly of Machakos 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 
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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. I have determined that there are no 
key audit matters to communicate in my report. 
 
 
 

Other Matter 
 

1.0 Budget Control and Performance 
 

The statement of comparison of budget and actual amounts: recurrent and development 
combined reflects budgeted receipts and actual on comparable basis totalling 
Kshs.1,298,145,156 and Kshs.1,001,910,088 respectively resulting in a revenue shortfall 
of Kshs.296,235,068 or 23% of the approved budget. Management attributed the shortfall 
to underfunding of exchequer releases. In addition, only Kshs.913,850,996  of the 
revenue totalling Kshs.1,001,910,088 was spent resulting to under-absorption of 
Kshs.88,059,092 equivalent to 9% of the receipts. 
 

The revenue shortfall and under-expenditure constrained the capacity of the County 
Assembly to implement its plans for the year under review. 
 

2.0 Unresolved Prior Year Matters 
 

The report for the previous year highlighted several matters that included lack of ethnic 
diversity in staffing, non-submission of the County Performance Report for the year, inter-
account borrowing and irregular re-allocation of funds from compensation of employees 
budget to other expenditures. These matters had not been resolved as at 30 June, 2019.  
 

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 
 

1.0 Unsatisfactory Implementation of Projects  
 

Examination of records on implementation of projects in the year under review revealed 
the following unsatisfactory issues:  
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1.1 Delayed Construction of Ward Offices 
 

Procurement records indicated that Management awarded contracts for construction of 
twelve (12) Ward Offices commencing July, 2019. The projects were to be completed in 
December, 2019 but at the time of the audit in October, 2020, none had been completed. 
An additional nine (9) such contracts were awarded in June, 2020 under Phase Two of 
the project. The works were to be completed after five months’ time. However, only one 
of the nine projects had been completed at the time of the audit in October, 2020.   
 

In addition, contrary to Section 207(2) of Public Finance Management Act, 2012, there 
was no evidence that public participation activities were carried out to identify locations 
for the Ward Offices. Further, architectural designs and approvals for the projects and the 
title deeds for the plots of land on which the Offices were constructed were not provided 
for audit review and as a result, ownership of the respective lands by the County 
Government of Machakos could not be confirmed.  
 

In view of these issues, it was not possible to confirm the regularity of the contracts and 
whether value for money and the utility level desired would be obtained from the 
expenditure incurred in building the Ward Offices.  
 

1.2 Failure to Install Gymnasium Equipment 

 

In June, 2019, Management contracted a local company to supply and install gymnasium 
equipment and accessories at a contract sum of Kshs.19,923,116. An advance payment 
amounting to Kshs.3,984,623 was made to the supplier who was expected to complete 
the project on 15 September, 2019 but delivered the equipment one week later.   
 

The contractor, however, did not install the equipment in the designated gymnasium area 
located on the 5th floor of the Administration Block A. The equipment could, reportedly, 
not fit in the lift for delivery to the designated floor. Information available indicated that the 
Company had sued the County Assembly for breach of contract for failure to pay the 
balance of the contract sum.  
 

In view of the failure to install the equipment, the benefits due to the County Assembly 
from the equipment were not realized in spite of the expenditure commitment totalling 
Kshs.19,923,116 and the advance payment of Kshs.3,984,623 to the contractor. 
 

1.3 Failure to Install Passenger Lift  

 

The County Assembly contracted a firm to supply and install a 10-passenger-capacity lift 
at a cost of Kshs.8,763,454. However, the contract agreement provided for audit review   
was undated and did not specify the contract duration. The lift was delivered on                    
26 July, 2019 after which Kshs.6,134,418 equivalent to 70% of the contract price was 
paid to the contractor as provided for in the contract agreement.  
 

Although it was thereafter installed, the lift had not been inspected and put to use by the 
time of the audit in October, 2020 in spite of a request for its inspection having been made 
to the County Public Works Officer on 10 July, 2020. However, unconfirmed information 
obtained during the audit indicated that the design of the lift’s housing area was 
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inappropriate and the electric supply available in the building was not sufficient for its 
operation.  
 

In view of lack of proper planning that resulted in the failure to install the lift, no benefits 
were realized on the expenditure totalling Kshs.6,134,418 spent on its procurement. 
 

2.0 Irregularities in Procurement Activities  
 

2.1 Procurement of Car Hire Services 
 

Expenditure records indicated that in May, 2020 a local firm was paid Kshs.501,206  for 
provision of car hire services to the County Executive. However, records on requisition 
for the services by the user-department, and on the process applied to select the firm, 
were not provided for audit.  
 

Consequently, it was not possible to confirm the regularity of the payments and whether 
value for money was realized on the expenditure totalling Kshs.501,206.  
 

2.2 Training Workshop Payment  
 

Imprest records indicated that Kshs.300,000 was issued to an Officer in November, 2019 
to arrange for a workshop held in Mombasa for Members of the County Assembly. The 
sum was paid to a hotel in cash. No explanation was provided why the Officer was issued 
with an imprest to pay for the workshop whereas a cheque or remittance made to the 
hotel would have been the easier and more secure mode of payment.  
 

In the circumstance, the propriety and value for money on the expenditure could not be 
confirmed.  
 

2.3 Fuels and Oils  
 

The County Assembly spent Kshs.3,243,771 on purchases of fuels and oils during the 
year under review, as disclosed in Note 5 to the financial statements. However, the firm 
appointed to supply the items was not in the list of the County Assembly’s prequalified 
suppliers and further, records on the process followed in making the appointment were 
not provided for audit. As a result, the validity of expenditure totalling Kshs.3,243,771 
spent on the contract could not be confirmed.  
 

2.4 Ward Office Expenditure 
 

Examination of expenditure records indicated that the County Assembly spent   
Kshs.28,788,000 on Ward Office rent and other expenses. The records indicated that 
Kshs.413,500 was spent on monthly rent for each of the forty (40) Ward Offices used by 
Members of County Assembly (MCA’s) and a further Kshs.1,985,500 on salaries for staff 
posted to the Offices. In addition, personal assistants to the MCA’s were issued with 
imprests totalling Kshs.60,000 each month for Ward Office operational expenses.  
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However, the following records on the expenditure were not provided for audit; 
 

 the recommendations made by the Department of Public Works on the rent 
payable for each of the Offices; 
 

 guidelines indicating the maximum monthly payments authorized for Ward office 
rent and other operational expenses; 
 

 building inspection records to confirm that the Ward Offices were inspected and 
certified by the relevant Government departments as safe and fit for occupation; 
and 
 

 lease agreements between the County Assembly and the respective landlords 
premises. 

 
Further, personnel records indicated that the Ward Office employees’ salaries were paid 
by the County Assembly Service Board. However, records on their identities, their mode 
of recruitment and terms of service were not provided for audit.  
 

In view of these issues, the validity and value for money on the expenditure totalling 
Kshs.28,788,000 incurred on the Ward Offices in the year under review could not be 
confirmed.  
 

3.0 Compensation of Employees 
 

The statement of receipts and payments reflect compensation of employees costs 
totalling Kshs.387,763,769, as disclosed in Note 4 to the financial statements. However, 
examination of records on the expenditure indicated the following anomalies:  
 

3.1 Failure to Adhere to the One-Third of Basic Pay Rule   

 

Thirteen (13) employees were paid net salaries that were less than one-third of their basic 
pay contrary to the provisions of Section 19(3) of the Employment Act, 2007 and the 
County Assembly Human Resource Manual of 2015, which provide that, total deductions 
from an employee’s wages should not exceed two-thirds of such wages. 
 

3.2 High Wage Bill  
 

The compensation of employees costs totalling Kshs.387,763,769 incurred during the 
year were equivalent to 39% of the revenue receipts for the year totalling 
Kshs.1,001,910,088. The ratio was above the threshold of 35% prescribed in Section 
25(1)(b) of the Public Finance Management (County Governments) Regulations, 2015. 
 

Therefore, Management did not adhere to the law. Further, the high wage bill may 
constrain the ability of the County Assembly to fund its legislative and governance 
activities. 
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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, I confirm that, except for the matters highlighted in the Basis for 
Conclusion on effectiveness of internal control, risk management and governance section 
of my report, nothing 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 Failure to Maintain Creditors’ Ledgers 
 

The County Assembly did not maintain individual creditors ledger or register during the 
year under review. As a result, Management’s control on movement in creditors balances 
was weak.   
 

2.0 Failure to Maintain Proper Stores Records 
 

Review of the stores records indicated that that Management did not maintain ledgers to 
keep track of receipts, issues and balances on assorted stationery and cleaning materials 
purchased during the year under review at a cost of Kshs.5,149,001.  As a result, it was 
not possible to confirm outstanding stock balances, and whether the items issued were 
used for the intended purposes. Further, the risk of stock-outs and loss of stock was high. 
 

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 the 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. 
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In preparing the financial statements, Management is responsible for assessing the 
County Assembly’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 Assembly.   
 

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 Assembly 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 
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 
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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 the ability of 
the County Assembly 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 
Assembly 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 Assembly to express an opinion on the financial 
statements.  

 

 Perform such other procedures as I consider necessary in the circumstances. 
 
I communicate with 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.  
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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 
 
21 October, 2021  
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Appendix 1 Variances Between Financial Statement and IFMIS Balances 
 

 
 
Component 

Financial 
Statement 
Balances  

(Kshs.) 

 
 

IFMIS Balances 
(Kshs.) 

 
 

Variance  
(Kshs.) 

Compensation of Employees 387,763,769  392,686,101  (4,922,332)  

Utilities 2,207,264  1,795,507  411,757  

Communication 5,387,780  4,693,349  694,431  

Domestic Travel 224,076,243  201,413,798  22,662,445  

Foreign Travel 53,389,898  49,294,847  4,095,051  

Printing, Advertising 7,656,617  6,312,276  1,344,341  

Training 32,542,894  30,703,217  1,839,677  

Hospitality 18,702,937  18,573,421  129,516  

Insurance 25,109,141  25,060,141  49,000  

Specialized Materials 2,384,160  2,912,370  -528,210  

Office General Expenses 11,244,681  7,127,496  4,117,185  

Other Operating Expenses 11,624,383  37,380,573  (25,756,190)  

Routine Maintenance-Vehicles 3,813,875  3,474,738  339,137  

Routine Maintenance-Other Assets 1,570,814 3,850,006 (2,279,192) 

Ward Rent Expenses 28,788,000  23,826,000  4,962,000  

Other Capital Grants and Trans. 0  20,000,000  (20,000,000)  

Fuel, Oil and Lubricants 3,243,771  2,994,136  249,635  

MCA Gratuity 26,137,684  25,160,434  977,250  

Acquisition of Fixed Capital Assets 48,206,002  139,375,778  (91,169,776)  

Deposit Bank Account 0  25,687,150  (25,687,150)  

Bank Balances 88,059,091  3,721,726,714  (3,633,667,623)  

R/D Cheques 0  64,128,863  (64,128,863)  

Government Imprests 0  48,360,151  (48,360,151)  

Other Liabilities 0  208,132,852  (208,132,852)  

Opening Balance Reserves 0  3,491,521,955  (3,491,521,955)  

Communication Supplies 5,387,780  2,071,920  3,315,860  

 
 
 


