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REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF ISIOLO FOR 
THE YEAR ENDED 30 JUNE, 2020 

 
REPORT ON THE FINANCIAL STATEMENTS  
 

Qualified Opinion 
  
I have audited the accompanying financial statements of County Executive of Isiolo set 
out on pages 1 to 32, which comprise the statement of assets and liabilities as at                               
30 June, 2020, 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 effect of the matters described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly in all material aspects, 
the financial position of the County Executive of Isiolo 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. Unconfirmed Balances  
 

1.1 Pending Bills  
 

Disclosure 7.10.1 of other important disclosures to the financial statements reflects 
pending accounts payables totalling Kshs.1,093,858,809 as at 30 June, 2020. 
 

However, the creditors ledger was not provided for audit. Further, contrary to Regulation 
99(3), Regulation 104(1) and Regulation 117(3) of the Public Finance Management 
(County Governments) Regulations, 2015, pending bills totalling Kshs.664,841,701 
reported to have been incurred during the year were not supported with relevant records 
including payment vouchers. 
 

In the absence of sufficient and appropriate evidence, the occurrence, validity, accuracy 
and completeness of the pending accounts payable balance totalling to 
Kshs.1,093,858,809 as at 30 June, 2020 could not be confirmed. 
In addition, failure to settle the bills during the year they relate to has distorted the view 
presented by the financial statements. Had the bills been paid during the year, the surplus 
amounting to Kshs.37,439,987 reflected in the financial statements would have resulted 
to a deficit of Kshs.1,056,418,822. Further, payment of the bills during the 2020/21 
financial year is likely to use up budgetary allocations for the year and thereby constrain 
provision of services to the residents, and funding for new development projects.   
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1.2  Fixed Assets   

Annex 5 to the financial statements reflects Kshs.16,996,458,076 in respect to historical 
cost of fixed assets. However, as in previous years, Management had, as at                                
30 June, 2020, not incorporated various assets and liabilities amounting to 
Kshs.14,155,106,914 and Kshs.158,259,036 respectively from the defunct County 
Council of Isiolo.   
 
In addition, out of aggregate assets worth Kshs.16,996,458,076 on record, the County 
Executive had only insured motor vehicles worth Kshs.356,627,304. As a result, assets 
worth Kshs.16,639,830,772 were not insured and were therefore exposed to  risk of loss 
or damage on occurrence of unfavorable events. Further, the County Executive did not 
maintain an  inventory of its assets as required in  Section 149(2) of the Public Finance 
Management Act, 2012 and Section 160(1) of the Public Procurement and Asset Disposal 
Act, 2015.   
 
In view of these anomalies, the valuation and completeness of the fixed assets balance 
totalling Kshs.16,996,458,076 as at 30 June, 2020 has not been confirmed. In addition, 
the absence of proper records has put the assets at the risk of misuse and loss.   
 

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

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 were no 
key audit matters in the year under review. 
 
Other Matter 
 
1.0 Budgetary Control and Performance 
 

The  summary statement of appropriation: recurrent and development combined for the 
year ended 30 June, 2020 reflects final receipts budget and actual on comparable basis 
totalling Kshs.5,733,101,393 and Kshs.4,938,985,086 respectively, resulting to an under-
funding of Kshs.794,116,307 or 14% of the budget. Similarly, the County Executive spent 
Kshs.4,901,545,099 against an approved budget of Kshs.5,733,101,393 resulting to an 
under-expenditure of Kshs.831,556,293 or 15% of the budget. The revenue and 
expenditure shortfalls constrained implementation of planned activities and may have 
impacted negatively on service delivery to the residents of Isiolo County. 
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2.0 Delayed Exchequer Receipts and Cash Transfers 

 

Exchequer receipts totalling Kshs.522,020,840 were received after 30 June, 2020 as 
follows: 
 

Date 
Reference 
No. 

Amount  
(Kshs.) 

2 July, 2020 FT20184X97PH 8,800,000 

2 July, 2020 FT2018447LH1 30,096,609 

2 July, 2020 FT20184L3TQD 30,000,000 

2 July,2020 FT20184MZ1L9 67,209,631 

6 July,2020 FT20188V59BJ 21,180,000 

5 August, 2020 FT20218GRG98 364,734,600 

Total 522,020,840 

 
Out of this balance Kshs.30,000,000 was transferred to the County Assembly on                        
02 July, 2020 after the end of the financial year under review. 
 
The late receipts and transfers delayed implementation of programmes and activities 
planned for the year under review.    
 

3.0 Previous Year’s Issues  
 

The audit report for the previous financial year (2018/2019) had highlighted unsatisfactory 
issues relating to use of goods and services, domestic travel and subsistence, 
management of fixed assets and human resource, pending bills, and on the presentation 
of financial statements, among other anomalies. 
 

However, as indicated in the report on progress on follow up on prior year issues reflected 
in Note 8 of other important disclosures to the financial statements, these issues had not 
been resolved as at 30 June, 2020. 
 

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  
has come to my attention to cause me to believe that public resources have not been 
applied lawfully and in an effective way. 
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Basis for Conclusion 
 
1.0  Report on Implementation of Projects  

 

The summary statement of appropriation-development, reflects an approved 
development budget totalling Kshs.2,414,524,807. However, the Project Implementation 
Status Report as at 30 June, 2020 reflected a development budget totalling 
Kshs.2,269,420,277 resulting to an unexplained variance of Kshs.145,104,530. 
  
Further, the report indicated that out of one hundred and seventy (170) projects budgeted 
to be implemented during the financial year under review at a cost of Kshs.2,269,420,277, 
only one hundred and fifty-five (155) projects costing Kshs.1,328,926,521 were 
completed. Thirteen (13) projects budgeted at Kshs.751,150,416 were indicated as 
ongoing and two (2) projects budgeted at Kshs.7,536,047 had not started.  
 

No adequate explanation was provided by Management for the failure to initiate or 
complete all the projects.  
 

Delay in completion of the projects denied the residents of Isiolo County public services 
earmarked for their use.  
 

2.0 Irregular Bank Accounts Operated in Commercial Banks  
 

The statement of assets and liabilities as at 30 June, 2020 reflects Kshs.467,783,273 in 
respect to bank balances as at 30 June, 2020. Examination of records on the bank 
accounts operated by the County Executive revealed the following anomalies: 

 

2.1 Foreign Currency Accounts  
 

Management operates two revenue dollar accounts in two commercial banks in Isiolo 
Town even though Section 76(2) of the Public Finance Management (County 
Governments) Regulations, 2015 requires all foreign currency denominated bank 
accounts operated by public entities be kept at the Central Bank of Kenya, unless 
exempted by the Cabinet Secretary for Finance. 
 

2.2 Kenya Shilling Accounts  
 

Other records indicated that Management operated thirty-three (33) bank accounts in 
several commercial banks during the year under review. The accounts were for public 
health facilities in the County and held balances totalling Kshs.19,492,883 as at                           
30 June, 2020. However, proof for permission, if any, granted by the County Treasury to 
Management to operate the bank accounts was not presented for audit. Therefore, 
Management may have breached the law on banking of public funds prescribed in 
Regulation 82(4) of the Public Finance Management (County Governments) Regulations, 
2015. 
 
3.0  Irregular Lease of  Offices  

Expenditure records examined indicated that a sum of Kshs.3,000,000 was spent on rent 
for  leased offices for the Department of Tourism and the Office of the Governor. However, 
records on the leases indicated that they were procured without competitive bidding. No 
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justification was provided by Management for the action that contravened Section 103(2) 
(a) of the Public Procurement and Asset Disposal Act, 2015.   
 

Therefore,  Management was in breach of the law.  
 

4.0 Misappropriation of Recurrent Budget   

Examination of recurrent vote expenditure records indicated that a sum of Kshs.4,920,000 
was spent on purchase of six (6) solar driven vaccine fridges and accessories for Isiolo 
County Referral Hospital. However, contrary to the requirements of Section 47(1) of the 
Public Finance Management (County Governments) Regulations, 2015, Management did 
not request the County Treasury for authority before reallocating  the funds.  
 

5.0 Undelivered Tourist Bus 
 

The statement of receipts and payments reflects Kshs.699,653,990 in respect to 
acquisition of assets, as disclosed in Note 17 to the financial statements. The balance 
includes Kshs.20,752,442 spent on purchase of vehicles and other transport equipment 
out of which Kshs.3,052,442 was paid to a firm for delivery of a tourist bus, being the 
balance from the contract sum of 15,141,334 due for payment in the previous financial 
year. 
 
Although the full contract amount was paid during the year under review, the bus had not 
been delivered to the County Executive as at the time of audit in October, 2020. As a 
result, it was not possible to confirm why the County Executive paid for the bus before it 
was delivered, inspected and accepted and taken on charge as prescribed in Section 
48(4)(a) and (b) of the Public Procurement and Asset Disposal Act, 2015. 
 
There is risk that the bus may not be delivered, or, if delivered, may not conform to the 
contract specifications. Further, by paying for the purchase before it was delivered, 
Management may have funded the vendor to acquire the bus and make profit out of public 
funds. In the circumstances no value for money was obtained on expenditure totalling 
Kshs.15,141,334 incurred on purchase of the bus. 
 
6.0  Debts Paid from a Revenue Account 

 

Examination of revenue records indicated that a sum of Kshs.4,036,687 was directly paid 
to two (2) firms from a revenue account held in a commercial bank. The payment 
contravened Regulations 63(4), 63(7) and 63(80) of the Public Finance Management 
(County Governments) Regulations, 2015. The provision prohibits public entities from 
using revenue receipts before they are deposited into the County Revenue Account.  
 

Management explained that the payments were done pursuant to a Garnishee Order 
issued by the Court to the County Executive in August, 2018 but a counter order to stop 
further payments had since been issued. However, no reasons were given  for failure to 
pay the debt that prompted the issuance of the Garnishee Order. 
   
As a result, Management’s inaction resulted in irregular use of revenue receipts. 
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7.0  Hire of Temporary Workers Without Authority 
 

Expenditure records indicated that basic wages totalling Kshs.53,400,278 were paid to 
temporary employees during the year under review. However, the staffing needs of the 
County Executive were not documented in a staff establishment and there was no 
evidence that the County Service Board had authorized Management to hire temporary 
workers. As a result, the validity of the recruitment and the expenditure totalling 
Kshs.53,400,278 spent on the workers could not be confirmed.  
 

8.0 Irregular Variation of Road Contract  
 

Examination of civil works records indicated that a total of Kshs.79,022,065 was spent on 
construction and upgrading of urban access roads and high mast lighting in Isiolo 
Municipality in the year under review. Although the Bills of Quantities had set the width of 
road drainage structure at 275 millimeters, physical verification conducted in October, 
2020 confirmed that the width of the structure built was 200 millimeters or 75 millimeters 
short of the measure procured. Management did not explain why the road designs were 
varied and further, did not indicate whether the cost of the works was reduced in line with 
the variation. The residents reported flooding of the roads during the rainy seasons and 
attributed this to the narrow drainage system.  
 

In the circumstance, the validity of the variations made in the works could not be 
confirmed. Further, value for money may not have been attained on the payments totalling   
Kshs.79,022,065 incurred on the civil works projects.   
 
9.0 Failure to Prepare and Publish Contract Awards 
 

As in the previous year, Management did not prepare, publish and publicize all contract 
awards as required in Section 138(1) and (2) of the Public Procurement and Asset 
Disposal Act, 2015.  
 
Further, monthly progress reports on implementation of procurement contracts were not 
presented for audit review. As a result, there was no confirmation that Management 
monitored implementation of contracts regularly as required in Section 152 of the Public 
Procurement and Asset Disposal Act, 2015. 
 

Consequently, Management is in breach of the law. 
 
10.0  Failure to Prepare Quarterly Reports  

 

As in the previous year, no evidence was presented for audit to confirm whether 
Management prepared quarterly cash flow projections and  procurement plans as 
required in Regulation 43(3) and Regulation 43(4) of the Public Finance Management 
(County Governments) Regulations, 2015. Further, the County Treasury did not publish 
and publicize quarterly liquidity position reports on the impact of revenue collection efforts, 
spending and County public debt operations as well as the cash position of the County 
Executive as required by Regulation 45(6). 
 
In the circumstance, Management breached the law on transparent and accountable use 
of public resources.  
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11.0 Outstanding Imprests 
 

Imprests records reflected a balance of Kshs.50,036,443 as at 30 June, 2020. 
Examination of the balance indicated that the imprests were issued between                        
August, 2016 and May, 2018 and  had therefore, been outstanding for more than two (2) 
years as at 30 June, 2020. The delay in  surrender of the imprests contravened Regulation 
93(5) of the Public Finance Management (County Governments) Regulations, 2015. The 
Regulation requires  a holder of a temporary imprest to account or surrender the imprest 
within seven (7) working days after returning to the duty station. 
 
No explanation was provided by Management for the failure to recover the outstanding 
imprests from the defaulters.  
 
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, except for the matters 
described in the Conclusion on Effectiveness of Internal Controls section of my report, I 
confirm that, nothing else has come to my attention to cause me to believe that internal 
controls were not operating in an effective way. 
 
Basis for Conclusion 
 

1.0 Lack of an Approved Staff Establishment 
 

Review of the personnel records indicated that the County Executive did not have an 
approved staff establishment structure. It was, therefore, not clear how staffing 
requirements were determined and whether the resources allocated to the function were 
used in an optimal way.  
 

2.0 Lack of Information, Communication and Technology (ICT) Policy  
 

As similarly reported in  previous years, Management  had as at 30 June, 2020  not  
established a policy on use of Information and Communication Technology (ICT). The 
policy would have included data security and disaster recovery plans. Further, the 
authorized organization structure  for the ICT Unit was not presented for audit  and its 
existence could,  therefore,  not be confirmed. 
 

In addition, the County Executive did not have an Information Technology (IT) Steering 
Committee or Strategic Committee to provide leadership and oversight on acquisition and 
use of ICT resources. 
  



 
 

Report of the Auditor-General on County Executive of Isiolo for the year ended 30 June, 2020 

8 

In the circumstance, the security and reliability of the County Executive’s data and the 
Management Information System, and oversight on investment and use of ICT resources,  
could not be confirmed.  
 

3.0 Lack of Risk Management Policy for Internal Audit 
 

The County Executive did not have a Risk Management Policy contrary to Regulation 
153(1)(b) of the Public Finance Management (County Governments) Regulations, 2015 
which requires that internal auditors shall have a duty to give reasonable assurance 
through the Audit Committee on the state of risk management, control and governance 
within the organization. 
 

In the circumstance, it was not possible to confirm how operational and other risks faced 
by the County Executive were identified, monitored and controlled during the year under 
review. 
 
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 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. 
 
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 
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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 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 noncompliance. 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 
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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 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 communicate with them all relationships and 
other matters that may reasonably be thought to bear on my independence, and where 
applicable, related safeguards. 
 

 
 
CPA Nancy Gathungu, CBS 
AUDITOR-GENERAL 
 
Nairobi 
 

22 October, 2021 


