2 REPUBLIC OF KENYA

AGER

OFFICE OF THE AUDITOR-GENERAL
Enhancing Accountability

F B
2 P e
APy
[ OB AN
REPORT “"'i(t 1 .f_y‘;'"r,'_.‘_, :;,j[‘.j ~y
:{i‘f 2 x, G {/
T%ITOR-GENERAL

ON

COUNTY EXECUTIVE OF EMBU

FOR THE YEAR ENDED
30 JUNE, 2023



REPUBLIC OF KENYA

4 '-;
- i A
OF - GEN A ¢
n P. O & 3
un A
4.8 ~ sy —_ i y i
A o /
. b ) = {
g Y NN PPN - >y ¥
\ Y HiEd N ] 4 4 |
s ML LULY R 4
B
&

> & ¢

- 4 ) RTUNlr
e p— 24177
DEOLDIVVEDN ~ ¥

Yomn
~ IR %
3 Hmn W fom ,_J W Bom & 3

, N —

EMBU COUNTY GOVERNMENT
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED
JUNE 30, 2023

/

Prepared in accordance with the Cash Basis of Accounting Method under the International Public Sector

Accounting Standards (IPSAS)



(Leave blank page)



s Embu County Executive
Annual Report and Financial Statements for the year ended June 302023 B

Table of Contents Page
1 Acronyms and GlOSSAry Of TEMMS ..o ii
2. Key Entity Information AN MANAGEMENT ..o iii
o GOVEIMANGCE SEALEIMENL ....oooocreewmmssssseerrreessssomssss s s vii
4. Forwarded by the CECM Finance and Economic Planning ... xiii
5. Statement of Performance against County Predetermined Objectives ..........ocoveieeeennes xviii
6. Environmental and Sustainability REPOTHNG svvorseescesrmnmsussasssassonsmarnsssnssssasiinsssassassensseassssassss XXVii
7. Statement of Management RESPONSIDIIIES. .....ovvvovvreriirimsnisssresss e XXiX
8. Report of the Independent Auditor of the Financial Statements for the County Executive of

Embu for the year ended 30" JUNE 2023 .cooorrriwvrrismmrrsssosss s XXXi
9. Statement of Receipts and Payments for the year ended 30th June 2023 .....oomsmmmmsssasesess 1
10.  Statement of Assets and Liabilities as at 30th JUNE 2023 . ... 2
11.  Statement of Cash Flows for the period ended 0T June 2023...cccccmiseimnecnssnsasasisasassssmnssenss 3

12.  Statement of Comparison of Budget & Actual Amounts (Recurrent and Development

Combined) for the year ended FOM JUNE 2023 ....veeereencremiisrssasmsessasasarmasssnssasisssasasssasassssssasasaases 5
13 Statement of Comparison of Budget & Actual Amounts — Recurrent for the year ended 30"

| 7.« WL 6
14 Statement of Comparison of Budget & Actual Amounts: Development for the year ended 30"

B 1018 2023 ..o ooeeevecommssss s sossesss eSS 7
15. Budget Execution by Programs and Sub-Programs for the year ended 30" June 2023....8
16.  Significant Accounting POLCIES ....voveveseeseesesserssarseesesssssisssssssasssarsssassssasstsssastammasasssssssssssnssacasesesess 9
17 Notes to the Financial StateMENtS ... s 16

A's per AACKEA SCHEAULE .-oocvvrerininnsss s 26
18.  Progress On Follow Up On Prior Year Auditor’s RecommendationsS........ccooereeermmnnniennes 29
19 ] ANNEXES .oveoreeeveeeereseeseeasesessass s ssssms s 30
1



Embu County Executive

Annual Report and Financial Statements for the year ended June 30 2023

I.Acronyms and Glossary of Terms

a) Acronyms
ADP
AlE
CA
CARA
CECM
CE
CG
CIDP
CRA
CRE
CT
[PSAS
OCOB
OAG
PFM
PSASB
NT
WB
Kshs

b) Glossary of Terms

Fiduciary Management

Annual Development Plan

Authority to Incur Expenditure

County Assembly

County Allocation of Revenue Act

County Executive Committee Member
County Executive

County Government

County Integrated Development Plan
Commission on Revenue Allocation
County Revenue Fund

County Treasury

[nternational Public Sector Accounting Standards
Office of the Controller of Budget

Office of the Auditor General

Public Finance Management

Public Sector Accounting Standards Board
National Treasury

World Bank

Kenya Shillings

The key management personnel who had financial responsibility

i
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2.Key Entity Information And Management

a) Background information
The County is constituted as pe
Governor, who is responsible for the general polic
b) Key Management team

The County Executive is comprise

Finance and Economic Planning
and Revenue Mobilization
Agriculture and Livestock and
Fisheries

Office of the Governor/Deputy
Governor, Public Administration

Pr

[ands, Physical planning and
urban development & Municipal

[)

invest

Trade Tourism, investment and
industrialization

Health Services

[nfrastructure, Transport and
Public works
Education, Science and
Technology

) water
Water and Environment

¢) Fiduciary Management

11

year ended June 302023

r the Constitution of Kenya, 2010. is headed b

Management of County Treasury and Planning

Overseeing County Agriculture, animal hu
and Fish farming

ovide leadership for the County and
administration in accordanc

& Public service policies and plans
Youth & Sports, Gender, ) . ) C

X A Culture, Children and social Promoting of sporting activities, Youth and Gender
Servizes based programmes.

Urban planning and des
upgrading and use of land management
romotion of orderly growth of trade and

business developm
To provide health s
and policies for health serv
Managing Transport, Publi
and energy in the County

Management of ECD

sustainability.

y the County

y and strategic direction of the County.

d of the following departments:

eSPONS

sbandry

general
e with the County

ign, housing and slum

ment in the County through provision of
ent services and Trade regulation
ervices, regulate, set standard
ice delivery

¢ works, Infrastructure

E and Technical education

management and environmental
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The key management personnel who held office during the financial year ended 30™ June

2023 and who had direct fiduciary responsibility were:

L CECM Finance and Economic ot Fse Rt
Planning
CHIEF OFFICERS
Accounting Officer- Finance
5 g ) . .
2. Department Paul Njoroge Thiga
3. Resource Mobilization Pitts Mugambi
4. Economic Planning Erastus Macharia Njeru
_ Administration, Devolution and .
> Public service tenry yagd Nehigs
6. [CT and Governors delivery unit | Martin Njagi Njeru
7. Agriculture Stephen Njeru Mwita
8. Cooperative development Millicent Wanja Mugendi
9. Livestock and Blue economy Hellen Wanja Munene
10. Roads and Public works Damiano Muthee Njagi
11. Trade and Tourism Benjamin Musyoka Kisilu
12 Industrial Development, Elias Njeru Kathiga
B Marketing and investment
13. Medical Services Mwaniki Jane Karimi
14. Public Health Daniel Mbogo Kiondo
15 Early Childhood Development Grace Wanja Muriithi
) Education (ECDE)
16 TVETs and Vocational Training | Juma Yusuf Kaburia
’ Centres
17. Water and Irrigation Maurine Mukami Muriithi
18 Environment, Climate change Ngece Kunga Nicholus
i and Natural resources
19. Lands and Mining Njagi Peter Hudson
Housing, Physical planning and | Benjamin Mutisya Muasa
20.
Urban Development
71 Sports, Talent Development and | Pithon Musyoki Gichure
| creative arts '
29 Youth Empowerment Ngari Luceta Njeri
23 Gender, Children, Culture and Bancy Wawira Mutuah
) Social services
24. Transport Energy and Logistics | Ephantus Mugendi Njeru

d) Fiduciary Oversight Arrangements

v
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> County Executive Audit Committee

> County Budget and Economic Forum (CBEF)
Other Fiduciary Oversight Bodies include:

> Embu County Assembly

> Senate of Kenya - Public Accounts and [nvestment Committee

e) County Executive Headquarters
P.O. Box 36 - 60100
Embu Treasury Building
Uhuru Highway
EMBU, KENYA

f) County Executive Contacts
Telephone: (254) 068 2230033, 068 2230656
E-mail: info@embu.go.ke.

Website: www.embu.go.ke

g) County Executive Bankers
1. Central Bank of Kenya
Haile Selassie Avenue
P.0O. Box 60000
City Square 00200
NAIROBI, KENYA

2. Kenya Commercial Bank
Embu Branch
P.O Box 75-60100
EMBU

3. Co-operative Bank
Embu Branch
P.O Box 1337-60100
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EMBU

4. Equity Bank
Embu Branch
P.O Box 1994-60100
EMBU

5. Family Bank
Embu Branch
P.O Box 88-60100
EMBU

h) Independent Auditor
Auditor-General
Office of The Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
NAIROBI, KENYA

i) Principal Legal Adviser

The County Attorney
County Government of Embu
P.O. Box 10 - 60400

Vi
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3.Governance Statement
Embu County is constituted as per the Constitution of Kenya, 2010. The County is headed by the
Governor, who is responsible for the aeneral policy and strategic direction of the County.

The County is made up of a County Assembly, County Executive and 6 other County Government
Entities. The County Executive is structured in terms of departments, headed by a County
Executive Committee Member (CECMs). The CECMs support the Governor and the Deputy
Governor in executing the mandate of the County Government as stipulated in the Constitution.
The County Secretary heads county public service and is responsible for arranging the business of
county executive committee.

The County Executive

Table 5: Members of County Executive

vil
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Governor Embu County

Deputy Governor Embu
County

County Secretary and Head
of Public Service

Prof Joe Kamaria

CECM - Finance and
Economic Planning

Raymond Njagi Kinvua

CECM - Lands, Housing and
Urban Planning

vinbs Jamal Runyenje

CECM - Trade, Tourism and
Industry Development

viii
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CECM - Health CECM - Agriculture, CECM - Roads, Transport
Livestock and Cooperative and Public Works
 Development

‘.—7

CECM - Education CECM - Youth, Gender, CECM - Public Service,
Sports, Culture and Social Administration and ICT
Services

| o EMBU COUNTY REPUBLIC OF KENYA
Florenve Ndinda Musyoka GOVERNMENT,
CECM — Water, Irrigation,
Environment Clima%e T AN o
> OPPORTUNITIES.
Change and Natural
Resources

a) Public participation

X
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a)

Public participation is a constitutional requirement specifically; Article | that states that
sovereign power belongs to the people and Article 10 (2) and the Forth Schedule Part 2
(14) of the Constitutional of Kenya, 2010.

The County has endeavoured involve the public in decision-making process in conformity
with the law, such as enactment of county legislation, development of strategic plans, the
budget process and development projects identification. Notice of public meetings are
published on print media, local radio stations, county websites and social media networks
inviting for public participation through submission of memoranda and opportunity to give
opinion in such meetings.

Safeguards against unethical conduct and corruption

Safeguards against unethical conduct and corruption. The County has put stringent internal control
measures to detect and prevent fraud. The full proof systems installed to manage revenue
collections and expenditure. The County conducts regular training of its employee on corruption
prevention measures.

b)

d)

Engagement with County Assembly

The County has cordial working relationship with the County Assembly of Embu County.
During the year under review the County Executive sponsored nine bills that were
deliberated and passed by the County Assembly.

Risk management

The County Government has put in place risk management policies such as ICT policy,
data recovery policy and disaster recovery plans.

Compliance with relevant laws

The County Government is regulated by various laws and regulations. As a County
Government, we are committed to ensuring that we have complied with all the laws and
regulations governing County Governments.

The Statement of Compliance with various legal requirements as outlined on Public
Finance Management Act, 2012 as highlighted below

PFM Act Legal Requirement Status

166 Financial | PFM Act (2012) requires the County | The County complied with
Reporting Treasury to submit quarterly reports to | this requirement and
the County Assembly and deliver copies | submitted the quarterly
to the Controller of Budget, National | reports within the stipulated
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107 Fiscal
Responsibility
Principles

'FreasuF);-—and the Commission “on
Revenue Allocation (CRA), no later than
one month after the end of each quarter

timelines

- -

The county government's recurrent The County executive
expenditure shall not exceed the county | complied with total actual

government’s total revenue; recurrent expenditure  at
Ksh.3,863,388,763 against |
total revenue of

Ksh.5,241,639,654

y
Over the medium term a minimum of | The county executive spent
thirty percent (30%) of the county | an  amount of  Ksh.
government’s budget shall be allocated | 1,382,104,176 on
to the development expenditure; development against total
actual expenditure of Ksh
5,245,692.939 representing
a 26% development
expenditure ratio

The county government’s expenditure on
wages and benefits for its public officers
shall not exceed thirty five percentage
(35%) of the county government’s total
revenue as prescribed by the County
Executive member for finance n
regulations and approved by the County
Assembly

The county failed to
comply with
Ksh.2,963,079,947 spent on
personnel expenditure
against total revenue of
Ksh. 5,241,639,654
representing 57%

-

Over the medium term, the government’s
borrowings shall be used only for the
purpose  of financing development
expenditure and  not for recurrent
expenditure;

The county did not borrow
any funds during the year
reported

The county debt shall be maintained at a
sustainable level as approved by county
assembly

The county did not have
any debts at the closure of
the period under review.

The fiscal risks shall be managed | There were no significant
prudently; and a reasonable degree of | fiscal risks with no matter
predictability with respect to the level of | that may have a material

X1
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tax rates and tax bases shall be
maintained, taking into account any tax
reforms that may be made in the future

effect on the fiscal
economic outlook

and

X1l
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4.Forwarded by the CECM Finance and Economic Planning

[t is my pleasure to present the County Government of Embu Executive, Reports and Financial
Statements for the financial year ended 30" June 2023. The Financial Statements present the
financial performance of the County Government Executive.

(i) Financing of the County Governments

The major source of budget financing is equitable share of revenue. Article 202 of the
Constitution of Kenya 2010, provides that revenue raised nationally shall be shared equitably
among the National Government and the County Governments. Each County Government's
equitable share of revenue raised nationally, is determined yearly through the County Allocation
of Revenue Act (CARA). The revenue sharing formula is developed by the Commission on
Revenue Allocation and approved by Parliament in accordance with Article 217 of the
Constitution.

The County also receives funding from conditional grants disbursed through the National
Government from international development partners such as World Bank and DANIDA. Such
grants include THSUCP, ASDSP, KCSAP, NAGRIP and FLLoCA

The County also finances its operations through own generated revenues. These are revenues
collected within the County as approved under County Finance Act. The key own source revenue
for Embu County included business permits, land rates, business plan approval, advertising fees,
cess, parking fees and various other administrative charges. The County continues to explore new
and more innovative ways of increasing its own source of revenue collections.

The revenue received from national government allocation in accordance with CARA, is receive
through CRF and also county own sources of revenue swept to CRF from revenue collection bank
accounts. The withdrawal from the CRF to operations account is made with approval of the
Controller of Budget (COB) through the funds requisition process.

During the period under review an amount of Ksh. 5,241,639,654 was received from CRF with
Ksh. 3,995,019,186 and Ksh. 1,246,620,468 transferred to Recurrent Account and Development

Account respectively.

Table 5: Transfers from CRF

2022/2023 2021/2022

Ksh Ksh
Transfer from CRF Q1 745,185,089 845,665,221
Transfer from CRF Q2 1,121,652,780 1,284,130,031
Transfer from CRF Q3 659,196,097 1,286,310,941
Transfer erm CRF Q4 2,715,605,688 1,590,3 1.1,531
Tl | spaesoesalil o 5006117724

Xiil
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(ii)

Summary of Funds Utilization

The summary of funds utilization against the approved budget during the period ended 30™ June
2023 was as follows:

Table 6: Summary of Funds Absorption

Actual on Budget

Receipt/Expense Original Comparable Utilization % Budget
Item Budget Adjustment | Final Budget Basis Difference Utilisation
RECEIPTS

Transfers from

County Revenue 6,087,704,928 285,418,707 | 6,373,123,635 | 5,241,639,654 (1.131,483,981) 82%
Fund
BOTal. 6,087,704,928 | 285,418,707 | 6,373,123,635 | 5,241,639,654 | (1,131,483,981) 82%
RECEETS b k] b ’ b : ] 9y b ’ : : ) L) 9

PAYMENTS
Compensation of

Employees 3,075,356,586 | (41,944,182) | 3,033,412,404 | 2,963,079,947 (70,332,457) 98%
Use of Goods and

Services 451,013,255 327,547,718 778,560,973 522,951,207 (255,609,766) 67%
Other Grants and
Transfers 990,588,507 285,604,713 1,276,193,220 | 1,143,038,118 (133,155,102) 90%
Acquisition of

Assets 1,570,746,580 | (285,789,542) | 1,284,957,038 616,623,666 (668,333,372) 48%
TOTAL '
PAYMENTS 6,087,704,928 | 285,418,707 | 6,373,123,635 | 5,245,692,939 | (1,353,344,108) 82%

Sources: Approved Budget Embu County Supplementary Appropriation Act, 2023

The County reported overall absorption level at 82% for the period under review with 94% and

59% absorption rates for Recurrent and Development expenditure respectively. The low level of

absorption was as result of delayed disbursement of exchequer revenue.

(iii)

Summary of Budget Absorption by Expenditure Items

The table below present analysis overall budget absorption by expenditure item for the period

ended 30" June 2023;

X1V
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Table 7: Summary of Expenditure by Item

[

2022/2023 2021/2022
Ksh Ksh

Basic Salaries of Permanent Employees 2,963,079,947 2.887.678,987
Utilities, Supplies and Services 26,051,543 43,738,834
Communication, Supplies and Services 2,610,013 4,787,429
Domestic Travel and Subsistence 124,134,270 31,322,732
Foreign Travel and Subsistence 5,279,622 1,480,187
Printing, Advertising and Information

Supplies & Services 6,461,790 7,360,942
Rentals of Produced Assets 6,388,300 2,806,900
Training Expenses 2,865,048 3,247,715
Hospitality Supplies and Services 30,583,921 14,009,467
Insurance Costs 154,760,519 12,896,479
Bank Chargés 5,000 -
Specialised Materials and Supplies 58,014,717 205,857,010
Office and General Supplies and Services 8,373,727 18,033,055
Fuels, Oil and Lubricants 20,863,522 31,626,274
Other Operating Expenses 64,728,319 144,698,673
Routine Maintenance — Vehicles and other

Transport Equipment 8,188,884 9,783,689
Routine Maintenance — Other Assets 3,642,010 3,340,141

Aquisation of Assets

616,623,666

946,487,703

Other Transfer to Organization and Grants

1,143,038,118

889,734,607

Total

5,245,692,939

5,258,890,824

(iv) Cash flows

During the period ended period under review, the County experienced severe cash flow challenges
due to delayed disbursement of equitable share of revenue and conditional grants. The own source
revenue was also greatly affected by the drought experienced over the year resulting to famine and

low purchasing power amongst the consumer public.

XV
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(v)  Outstanding Imprests and Advances
[mprest management is a critical area of focus in County Government of Embu. Our aim is to
adhere to the PFM regulations on imprest management. We appreciate that there is still room for
improvement in this area. The main challenge has been to get staff to account for their imprest on
time. We will place more emphasis on complying with the PFM regulations with regards to
imprests. Some imprest issued had not been fully accounted for.

(vi) Pending bills
The County had outstanding Pending Bills amounting to Ksh. 2,070,801.362 at the beginning of
the financial year. During the period under review the County settled pending bills amounting to
Ksh.623,501,287 with an additional pending bill accrued during the year amounting to
Ksh.2,000,880,627. The amount of pending bills as at 30th June 2023 amounts to Ksh.2,
098.,416,821.
Our focus as County is to settle the bills as soon as possible. In every budget cycle, we ensure that
part of the allocations is towards settlement of old outstanding pending bills, as we andavour to
reduce the any further accumulation.
Detailed schedules attached on Annex 3.

(vii) Non-Current Assets
During the period under review the County acquired more non-current assets in form of
Construction of Buildings and Infrastructure, Refurbishment of Buildings, Purchase of Motor
Vehicle, Purchase of Office Furniture, Purchase of Specialized Equipment and Civil Works and
Infrastructure at cumulative cost of Ksh. 616,623,666. The total non-current assets belonging to
the County amount to Ksh. 11.25 Billion. Summary of non-current asset register - Annex 6

(viii) Communication with all Stakeholders
The County is committed to ensuring that all its stakeholders are provided with full and timely
information about its programmes and performance. They are also given an opportunity to give
feedback. In this regard, the County held public participation meetings in all county wards where
the different stakeholders were invited for information sharing. This communication is important
in ensuring that stakeholder expectations are aligned to the County’s Integrated Development
Programs (CIDP), Annual Development Plan and the Annual Budgets. The County Government

has also developed a website where all important information is posted for ease of success by

public. The portal is active and also helps in dissemination of important public information.

XVi
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(ix) Operational Performance
The County’s operations are structured in terms of departments which are headed by a County
Executive Committee Member. For seamless service delivery, all departments have to work in
unison and synergize.
Value —for-money Achievements
The County Government of Embu followed all the financial regulations and procedures in place
when acquiring goods and services. It also adhered to prevailing circulars and publications.
Consequently, all payments made for services rendered and goods acquired can be proved to be
above board. The living standard of the people has also gone up. For instance, people are able to
access clean water and use better roads. They are also able to access our medical services on timely
basis.
Implementation Challenges of Strategic Objectives
The county faces major challenge of inadequate revenue vis a vis the enormous service delivery
requirement. Embu County is among the least funded County from CARA revenue. This has greatly
hampered achievement of its development objectives.
Recommended Way Forward
The county government will continue investing heavily on programs that will have direct impact
positively on the lives of our people and thereby uplift their standard of living. Necessary internal
controls and measures have been put in place to realize this. Wastage of resources in form of goods,

human or otherwise shall be well controlled and avoided.

[ take this opportunity to thank the Governor. H.E. Hon. Cecily Mbarire, Members of County
Assembly County employees and all stakeholders including tax payers for supporting the

government in its execution of its mandate.

Thank you very much and God bless Embu County

-----------------------------------------------------------

Prof. Joe Kamaria

CECM Finance and Economic Planning

XVil
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5.Statement of Performance against County Predetermined Objectives

Introduction
Section 164 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer when preparing financial statements of each County
Government entity, the financial statements shall be prepared in accordance with the standards
and formats prescribed by the Public Sector Accounting Standards Board and shall include a
statement of the County Government entity’s performance against predetermined objectives.
Strategic Development Objectives for Embu County 2018 —2022.
The County’s 2018 — 2022 CIDP has identified key strategic development objectives. Broadly,
these objectives have been identified through a participatory process that reviewed the
development priorities of the Governor’s Manifesto, the National Government’s “Big Four”
agenda, SDGs and the MTP IIL.
The strategic objectives are a synthesized product of the aforementioned planning frameworks
that amalgamate the thematic focus and development aspirations in these policy frameworks.
The key development objectives of the Embu County’s 2018 — 2022 CIDP are to:
1. Improve efficiency and effectiveness of infrastructure.

2. Provide quality, affordable and accessible healthcare.

3. Provide accessibility to adequate clean piped water and provision of water for irrigation.
4. Provide food security and transform subsistence agriculture to commercial oriented.

5. Improve ECDE and Polytechnics infrastructure.

6. Enhance the co-ordination of development, enhance revenue management and strengthening
of Monitoring and Evaluation.

7. Improve Land Management and Urban Development.
8. Promote Youth Empowerment through Sports and Talents.
9. Promote Trade, Tourism and Investment development.

10. Enhance service delivery through Performance Management, Co-ordination of County
Government Functions and Capacity Development for County personnel.

11. Promotion of Children Welfare, preservation of cultural heritage and Gender empowerment.

XVili



Al ~ . .
Embu County Executive
Annual Report and Financial Statements for the year ended June 30 2025

Below we present the progress made in attaining the objectives of the CIDP (2018 —2022)
FOR Embu County.

_Departrpent___ agjective Outcome —_ Indicétz?ii Performance

Infrastructure,
Public Works and
Housing B - B
Roads and To improve Reduced cost | No. of kilometres of 10kms tarmacked
Transport efficiency and | of roads tarmacked
effectiveness transporting
of roads goods to the
market -
Opening up of Murraming, Grading, Implementation o
formerly Bush clearing and the project has

reshaping of the various been completed
feeder roads
Construction of bridges
and drifts

inaccessible
areas
Ease of
accessing

trade points
and market
places
Accessibility
of new areas

e ———

Implementation o
the project was
done

Implementation ©
the projects was
done.

The purchase of ¢
shovel was
actualized, the
tippers were
however not
purchased due tc

Opening of new roads

purchase of mechanical
shovel and tippers

budgetary
constraints.
Power supply and Installation of power Funds not
distribution transformers and power allocated in FY
utilities. 2022/2023

Floodlights

installed various
market centers
across the Coun

No. of floodlights
installed

Renewable energy
development

Attained a
24hr
economy by
enhancing
security

X1X

I

Funds not
allocated in FY
2022/2023

Energy production —
waste management.
No. of solar park

installed.




Embu County Executive
Annual Report and Financial Statements for the year ended June 30 2023

No. of biogas digeéters

medical
facilities

HOUSING Provision of No. of persons trained No funds were
affordable on appropriate building allocated in FY
housing technologies; No. of 2022/2023
demonstrations on
appropriate building
technologies undertaken
Develop housing units No funds were
through PPP; allocated in FY
2022/2023
Develop housing units No funds were
for the elderly and OVC’s | allocated in FY
2022/2023
Construction of the The project was
Governor’s residence started in FY
2020/2021.
Construction
stalled midway
HEALTH To provide Improved Completion and The following
quality, healthcare equipping of projects were
Curative and affordable and | system and dispensaries and health completed as per
Rehabilitative accessible decongestion | centres the budget
Health healthcare of pre-existing allocation:

Renovation at
Runyenjes Level ¢
hospital,
Kianjokoma
hospital
(Completion of
Threatre); Supply
and delivery of
fully automated
Hematology
machine — Kiritiri
Hospital;
completion of OP
at Gategi Hospital
Completion of
Kangethia
dispensary;
Completion of CC
Nembure Health
Centre;

XX
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—

Renovation of
Kiamuringa
Dispensary;
Completion of
Blue Valley
Dispensary;
Completion of
Machang’a
maternity wing CR
system at
Runyenjes level 4
hospital; kitchen
at Siakago
hospital;
renovation of Ena
dispensary —
Kagaari South.

Construction
of new health
facilities

No funds were
available

Purchase of

No funds were

ambulances available

and utility

vehicles

Construction No funds were
of dental units available

in the level 4

hospitals

Completion No funds were
and equipping available

of theatres

Equipping of X-

No funds were

rays available
Completion No funds were
and equipping available

of maternities

Equipping of No funds were
dental unit available
Completion of No funds were
hospital OPD available
Purchase of No funds were
garbage available

vehicles
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development,
enhance
revenue
management
and
strengthening
of monitoring

programmes
and improved
monitoring
and
evaluation, to
ensure
sustainable

Equipping of No funds were
physiotherapy available
Embu Level 5 Completion of No funds were
Hospital CSSD building - ) available
[ Roofing of No funds were
hospital available
walkways )
Equipping of Ongoing
biomedical
engineering
workshop
Purchase and Ongoing
installation of
equipment for
molecular
laboratory
WATER
DEPARTMENT
Boreholes for Drilling and Projects dealing
ground water refurbishment of with boreholes
abstraction boreholes
Expansion and Conduct profile survey All projects aimec
provision of water Installation of pipes to at improving
expand existing water access to water
distribution networks both for domestic
and irrigation
Survey, design, conduct Amount allocated
ESIA, and construct for feasibility
intakes. study.
Water resource Feasibility study, Projects that
management and construction/Refurbishm | improve the
service delivery ent of water storage storage of water
tanks
Finance and To enhance Co-ordination | Improved revenue Completed.
Economic the co- of collection
Planning ordination of development
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and evaluation

development

Financial Preparation of a CIDP A new CIDP

Management document

Services prepared in the FY
- B 2022/2023

Planning and
Economic Affairs

Indicator handbook
development

Preparation of Budget
Review and Outlook
Paper; Preparation of
Annual Development
Plan

Approved before
deadlines.

Lands, Physical To improve Integrated
Planning, Urban land urban
Development, management development
Environment and | and urban and better
Natural Resources | development land
management
practices

Automation of
Land Records and

Land management
system

Digitization of
records to be

Operations undertaken.
Physical Planning Procurement of land for | Funds allocated
and Land development of under the
Management Governor’s and Deputy infrastructure
Governor’s residences. docket.

Preparation of
development plans and
part development plans
for the area marked for
County apartment.

No funds were
allocated in FY
2022/2023

Development of Spatial
plan for 2" Municipality

No funds were
allocated toward
land managemen
policy and
planning.

Preparation of County
Spatial plan; part
development plans

Funds allocated
towards land
management,
polity and
planning

Preparation of part
Development Plans for

No funds were
allocated in FY
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e County markets | 2022/2023
Acquisition of land for Land to be
roads/markets/dispensari | purchased for new
es facilities and roads
Survey and Installation and GIS for mapping
Mapping operationalization of the | and survey to be
GIS system undertaken
Town and Urban Improve infrastructure Implementation of
Planning within Embu Municipality | the projects is at
procurement stage
Improve infrastructure Implementation o!
within Embu Municipality | the projectis at
procurement stagt
Education, To improve Improve
Science and ECDE and access to
Technology Polytechnics quality pre-
infrastructure | Primary
education and
improvement
of vocational
centres for
technical
courses
Early Childhood Provision of furniture for | Projects
Development ECDE implemented.
Education
Provision of furniture for Projects
ECDE implemented.
Construction of ECDE Projects
classes implemented.
Construction of ECDE Projects
toilets implemented.
ECDE centres supplied Projects
with play equipment Implemented as
per the Budget.
Renovation of ECDE ECDE classes
Centres renovated
Education Identification of needy Funds allocated in
Empowerment students FY 2022/2023 for
and Support partial payments ¢
Services bursaries
Vocational Construction and The projects were
Training Centres equipping of Vocational implemented.
(VTC) Training Centres
Trade, Tourism, To promote Boosting
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Investment and
Industrialization

Trade, Tourism

and
Investment
development

Ttourism sector

by improving
accessibility to
parks and
improving
trade through
setting up of
markets to
ensure
smooth trade

Trade
Development

Tarmacking/Murraming/
Cabro paving of the bus
parks; drainage
construction and gates.

Tarmacking/Murra
ming/

Cabro paving of the
bus parks was
completed.

Construction of Market
sheds

All wards were not
covered.

Murraming of other small
markets.

Murraming of
other small
markers was done
in most areas.

Construction of she

Shoe shiners shed:s

improving the
Embu Stadium
and other
stadiums
around as well
as setting up a
cultural

shiners sheds constructed.
Construction of trade Trade stalls were
stalls constructed.
Improvement of existing
markets; Flooring,
drainage and construction
of cubicles
Investment and Technical training needs
Industrial assessment for value
Development addiction and curriculum
development.
Youth To promote Talent Planning and organizing Tournaments
Empowerment Youth identification | such tournaments at ward | organized in
and Sports Empowerment by setting up levels. various wards as
Development through Sports talent per plan
and Talents academy and
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- center. o
Management and Refurbishment of Sub- No funds were
Development of county stadiums allocated in FY
Sport and Sport 2022/2023.
facilities
Youth Expansion of talent and
Development and promotion of a Youth
Empowerment talent academy.
services
Youth Fund The funds allocate
in FY 2022/2023
Construction and No funds allocatet
equipping of in FY 2022/2023
empowerment and
recreational centers
Business incubation No funds were
allocated in FY
2022/2023
Gender, Children, | Promotion of Addressing of | Improvement of social Households’
Culture and Social | Children Gender issues | welfare of households. empowerment
Services Welfare, in the County programs were
Preservation of | and helped carried out in FY
cultural children and 2022/2023 such a
heritage and vulnerable provision of
Gender gender groups cooking gas,
Empowerment through training on
supportive improved
initiatives. sanitation.

XXVI
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6.Environmental and Sustainability Reporting

Embu County Government ever endeavours to transform lives. It is its cardinal responsibility to the
community. This is our purpose; the driving force behind everything we do. It is what propels us to
deliver on our development plan(s); putting the customers / citizen first, delivering relevant goods and
services, and improving operational excellence to ensure the County’s sustainability.

1.

!\)

(8]

Sustainability strategy and profile

Suitability has three main pillars which the County Government strive to achieve. These are
economic pillar, environmental pillar and social welfare. In other words what is popularly referred
to as people, plant and profits

The Executive officials ensure that economic and political matters do not affect sustainable
priorities. They provide the best practices that are followed and identify critical failures and
achievements.

Environment performance

The department of land has the management policies relating to water and sewerage services and
wastewater treatment and disposal. Environment, Solid Waste Management, issuance of Noise
License and Demolition permits, Licenses for refuse transportation, Environmental protection, and
awareness campaigns, and to county forestry and other natural resources.

It is further mandated to undertake conservation, control, and protection of water catchment areas,
water quality and pollution control, flood control and land reclamation, restoration of wetlands,
preservation and protection and provision of county forestry services, safety and regulation of
marine ecosystems, meteorological services and training, county environment management,
restoration of strategic county water towers and coordination of climate change enabling activities.
[n summary, environmental conservation, investments in renewable energies, saving water and
supporting sustainable mobility contribute to achieving this environmental sustainability on several
fronts.

Employee welfare

The county government of Embu public service board has the mandate of hiring of County
employees. They follow the hiring policy in that they ensure the gender rule and regional balance.
They also uphold integrity throughout the hiring process. They select the best employee’s matching
the skills needed for a specific job. They motivate employees through career progression, training

and workshops.
Market place practices
The county ensures that there is fair competition in the market. All investors are allowed in the

market freely, provided they pay tax, and adhere to rules. There is no corruption in the market, and
there is no political involvement.
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The county ensures that tenders are advertised to all, and there are no inner interests whatsoever.
When goods are supplied, they guarantee they pay in time to provide good customer interrelations.

There are free-market advertisements, and it’s fair. Customer rights and privileges are observed.
When customers complain, their issues are looked into and solved in good time.

5. Community engagements

The community is involved in decision making. The public get platforms to give their views like
during public participation as enshrined in the Constitution. The county government ensures that
everyone has an opportunity. The youth are motivated to engage in sports to nurture their talents.
They also engage in youth groups.

They promote health by ensuring all hospital facilities are available and increasing the number of
health centres. They also provide clean water and sensitize the public on importance of maintain a
clean environment through a conducive and reliable waste management system.

As a responsible organization, Embu County respect the interests of our stakeholders — customers,
suppliers and the wider community and we actively seek opportunities both to improve the
environment and to contribute to the well-being of the residents.
During the financial year 2022/2023, Embu County carried out its corporate social responsibility
activities which included collaborating with the citizens in tree planting exercises in primary
schools, along our streets, roads and river banks in Embu County Residents were also encouraged
to participate in cleaning exercise, unclogging our drainage systems to prevent flooding and
disease outbreak.
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7. Statement of Management Responsibilities
Section164 of the Public Finance Management Act, 2012 requires that, at the end of each financial
vear, the County Treasury shall prepare financial statements of each County Government entity in
accordance with the standards and formats prescribed by the Public Sector Accounting Standards

Board.

The County Executive Committee (CEC) member for Finance and Economic planning of the County
Government is responsible for the preparation and presentation of the County Executive’s financial
statements, which give a true and fair view of the state of affairs of the County Executive for and as
at the end of the financial year ended on June 30, 2023. This responsibility includes: (i)Maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii)Maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the county Executive; (iii) Designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free from material misstatements, whether due
to error or fraud; (iv)Safeguarding the assets of the county Executive; (v)Selecting and applying
appropriate accounting policies; and (iv)Making accounting estimates that are reasonable in the

circumstances.

The CEC member for finance accepts responsibility for the County Executive’s financial statements,
which have been prepared on the Cash Basis Method of Financial Reporting, using appropriate
accounting policies in accordance with International Public Sector Accounting Standards (IPSAS).
The CEC member for finance is of the opinion that the County Executive’s financial statements give
a true and fair view of the state of the County Executive’s transactions during the financial year ended

June 30, 2023, and of its financial position as at that date.

The CEC member for finance further confirms the completeness of the accounting records maintained
for the County Executive which have been relied upon in the preparation of its financial statements

as well as the adequacy of the systems of internal financial control.
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The CEC member for finance confirms that the County Executive has complied fully with applicable
Government Regulations and the terms of external financing covenants (where applicable), and that
the County Executive’s funds received during the year under audit were used for the eligible purposes

for which they were intended and were properly accounted for.

Further the CEC member for finance confirms that the County Executive’s financial statements have
been prepared in a form that complies with relevant accounting standards prescribed by the Public

Sector Accounting Standards Board of Kenya.

Approval of the financial statements
The County Executive’s financial statements were approved and signed by the CEC member for

finance on 22rd August 2023.

Prof. Joe Kamaria

CECM - Finance and Economic Planning
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability NAIROS

REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF EMBU FOR
THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

- C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the

entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of County Executive of Embu set
out on pages 1 to 139, which comprise of the statement of assets and liabilities as at
30 June, 2023, and the statement of receipts and payments, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and a
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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. | 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 County Executive of Embu as at 30 June, 2023, 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 Unsupported Expenditure

The statement of receipts and payments and as disclosed in Note 4 to the financial
statement reflects an amount of Kshs.522,951,207 in respect of use of goods and
services. However, the following anomalies were observed,;

1.1 Unsupported Communication, Supplies and Services

Included in use of goods and services is an amount of Kshs.2,610,013 in respect of
communication, supplies and services out of which an amount of Kshs.372,129 was not
supported by relevant documents including requisitions, invoices, payment vouchers and
delivery notes.

1.2 Irregular Payment of Motor Vehicles Insurance

Included in use of goods and services is an amount of Kshs.154,760,519 in respect of
insurance costs out of which an amount of Kshs.533,370 was paid to a firm for provision
of motor vehicle insurance services. Included in the expenditure is an amount of
Kshs.156,069 in respect of insurance for a pickup which was privately owned by a local
Bank. No explanation was provided by Management on why the cost for insurance was
incurred on a privately-owned vehicle.

In the circumstances, the regularity and completeness of the communication, supplies
and services and insurance costs amounting to Kshs.156,069 and Kshs.372,129,
respectively could not be confirmed.

2.0 Unsupported Deposit and Retention

The statement of assets and liabilities and as disclosed in Note 15 to the financial
statements reflects a balance of Kshs.18,724,203 in respect of accounts payables as at
30 June, 2023. However, the bank statement in respect of deposits account had a balance
of Kshs.7,609,578 resulting to unexplained variance of Kshs.11,114,625. Further, the
amount includes a balance of Kshs.591,632 in respect of KRA withholding taxes which
was not supported by a schedule and individual ledgers to show the nature of withholding
tax.
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In the circumstances, the accuracy and completeness of the accounts payables balance
of Kshs.18,724,203 could not be confirmed.

3.0 Unsupported Acquisition of Land

The statement of receipts and payments and as disclosed in Note 8 to the financial
statements reflects an amount of Kshs.616,623,666 in respect of acquisition of assets
which includes an amount of Kshs.8,845,000 in respect of land acquisition. However,
Management did not provide records including land title deeds and valuation reports to
confirm that the ownership of the land was transferred to the County Executive. Further,
there were no records in respect of the acreage of land owned, valuation report for the
land and County buildings owned by the County Executive and their location.

In the circumstances, the existence, value, location and ownership of non-current assets
amounting to Kshs.8,845,000 could not be confirmed.

4.0 Unsupported Expenditure on Legal Services

The statement of receipts and payments and as disclosed in Note 4 to the financial
statements reflects an amount of Kshs.522,951,207 in respect of use of goods and
services. Included in the expenditure is an amount of Kshs.64,728,319 in respect of other
operating expenses out of which an amount of Kshs.7,174,000 was paid as legal
expenses. However, two (2) law firms were paid an amount of Kshs.5,870,200 without an
approval from the Executive Committee in regard to outsourcing of legal services as
required under Section 16 of the Office of the County Attorney Act, 2020.

Further, the payments were not supported by itemized fee notes and the respective status
of cases handled. In addition, Management did not provide signed contract agreements
between the law firms and the County Government.

In the circumstances, the accuracy and value for money for the legal expenditure
amounting to Kshs.5,870,200 could not be confirmed.

5.0 Unsupported Expenditure in the Construction of Bio-Digester at Level 4
Hospital

Note 8 to the financial statements reflects an amount of Kshs.78,583,129 in respect of
construction of buildings which includes an amount of Kshs.4,539,525 for construction of
bio-digester at a level 4 Hospital at a contract sum of Kshs.14,532,925. However, included
in the bills of quantities was an amount of Kshs.1,300,000 for prime costs and provisional
sums which was not supported by requisition and approval of tender evaluation
committee, specifications of works done and detailed schedules of payments contrary to
Section 139(2)(b) and(e) of the Public Procurement and Assets Disposal Act, 2015.

In addition, the contractor was to undertake landscaping after site clearance, excavation,
preparation and levelling off the ground in order to plant grass and trees at a total cost of
Kshs.594,000. However, at the time of audit in September, 2023, no landscaping had
been done although the contract had been paid in full.
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In the circumstances, the completeness and value for money of the expend|ture
amounting to Kshs.1,894,000 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the County Executive of Embu Management in
accordance with ISSAI 130 on Code of Ethics. | 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. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts (recurrent and development
combined) reflects final receipts budget and actual on comparable basis of
Kshs.6,373,123,635 and Kshs.5,241,639,654 respectively, resulting in under-funding of
Kshs.1,131,483,981 or 18% of the budget. Similarly, the County Executive expended an
amount of Kshs.5,245,692,939 against an approved budget of Kshs.6,373,123,635,
resulting in under-expenditure of Kshs.1,127,430,696 or 18% of the budget.

In the circumstances, the underfunding and under performance affected the planned
activities and may have impacted negatively on service delivery to the public.

2. Pending Accounts Payable

Annex 2 to the financial statements reflects pending accounts payable balance of
Kshs.1,926,990,499 which includes an amount of Kshs.1,338,462,063 and
Kshs.588,528,436 in respect of accounts payables and unremitted deductions to Saving
and Credit Cooperative Organization (SACCO) and pension schemes respectively.

Failure to settle bills during the year in which they relate to adversely affects the budgetary
provisions for the subsequent year to which they have to be charged.

My opinion is not modified in respect of these matters.

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 in the year under review.

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of Internal Controls, Risk Management and
Governance. However, Management had not resolved the issues or given any
explanations for failure to implement the recommendations.
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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, | 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. Irregularities in Fleet Management

During the year under review, the Management failed to maintain an updated vehicle
register with details of chassis numbers, engine numbers, the dates the vehicles were put
into use and the dates the vehicles were grounded. In addition, fleet records available did
not include motor vehicle chassis numbers whereas one hundred and six (106) motor
vehicles and bikes lacked engine numbers.

Further, Management presented a list of two hundred fifty-one (251) movable assets for
audit out of which one hundred forty-three (143) motor vehicles and bikes were grounded
and scattered in several yards and hospitals across the County. There were no records
of the dates the assets were grounded and Management did not provide a disposal plan
in respect of the assets. This is contrary to Regulation 176(1) of the Public Procurement
and Assets Disposal Regulations, 2020 which requires the Accounting Officer of a
procuring entity to ensure that an annual assets disposal plan is prepared of items
declared as unserviceable, surplus, or obsolete, obsolescence stores, asset or equipment
as set out under Section 53(4) of the Act.

In addition, Management reported that an unknown number of motorbikes belonging to
the Department of Agriculture were grounded. However, there were no details including
registration numbers and make of the grounded motorbikes. Further, three (3) motor
vehicles in the register were reported as not found, and one (1) Motor Vehicle being
grounded at CMC Motors Nairobi for the past three years due to outstanding arrears
relating to repairs and maintenance of the vehicle. It was not clear why Management had
not settled the outstanding arrears for the Motor vehicle so that it may be put into use by
the relevant department. This is contrary to Regulation 132(1) of the Public Finance
Management (County Governments) Regulations, 2015 which stipulates that the
Accounting Officer of a County Government entity shall take full responsibility and ensure
that proper control systems exist for assets and that preventative mechanisms are in
place to eliminate theft, security threats, losses, wastage, and misuse.

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

2. Non-Compliance with the One Third Basic Salary Rule

Review of the payroll for the financial year ended 30 June, 2023 revealed that the County
Executive had eighty-eight (88) employees whose net pay was below a 1/3 of their basic
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pay contrary to Section 19(3) of the Employment Act, 2007 and Section C.1 (3) of the
Human Resource Policies and Procedures Manual for the Public Service, 2016 on Salary
and Allowances which states that public officers shall not over-commit their salaries
beyond two thirds (2/3) of their basic pay.

In the circumstances, Management was in breach of the law.
3. Non-Compliance with Law on Ethnic Composition

During the year under review, County Executive had a total of two thousand nine hundred
seventy-three (2,973) employees in its payroll. However, audit review established that
one thousand six hundred and seventeen (1,617) or 54% of employees were from the
dominant ethnic community. This is contrary to Section 7(1)(2) of the National Cohesion
and Integration Act, 2008 which stipulates that all public establishments shall seek to
represent the diversity of the people of Kenya in the employment of staff and no public
establishment shall have more than one third of its staff from the same ethnic community.

In the circumstances, Management was in breach of the law.
4. Failure to Remit Payroll Deductions

Audit review of payroll data revealed that the County Government of Embu had overdue
outstanding remittances totaling to Kshs.536,973,166 deducted from employee salaries
ageing more than a year and not remitted to the respective entities. These include
contributions to various retirement schemes including the Local Authorities Provident
Fund (LAPFUND), the Local Authorities Pension Trust (LAPTRUST), savings and loan
repayment to different SACCOs and Banks, Union dues, HELB, statutory deductions,
staff welfare associations, insurance policy deductions, and the County Pension Fund.
This is contrary to Section 19(4)(5) of the Employment Act, 2007 which stipulates that an
employer who deducts an amount from an employee’s remuneration in accordance with
subsection (1)(a), (f), (g) and (h) shall pay the amount so deducted in accordance with
the time period and other requirements specified in the law, agreement court order or
arbitration as the case may be.

In the circumstances, Management was in breach of the law.
5. Failure to Appoint and Operationalize the Office of the County Attorney

During the financial year under review, the County Executive did not have a functional
office of the County Attorney to handle legal matters in respect of the County Government
of Embu.This is contrary to Section 4(1) of the Office of the County Attorney Act, 2020
which establishes in each County, the Office of the County Attorney, which is an office in
the County Public Service.

In the circumstances, Management is in breach of the law.
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6. Non-Compliance Fiscal Responsibility Principles on Wage Bill

The statements of receipts and payments reflects an expenditure of Kshs.2,963,079,947
on compensation of employees representing 49% of the total receipts of
Kshs.5,241,639,654. This is contrary to the provisions of Regulation 25(1) (a) and (b) of
the Public Finance Management (County Governments) Regulations, 2015 which
stipulates that the County Government’s expenditure on wages and benefits for its Public
Officers, shall not exceed thirty-five (35) per cent of the County Government’s total
revenue.

In the circumstances, Management was in breach of the law.
7. Excess Budget to the County Assembly

During the year under review, the County Assembly of Embu had an approved budget
amount of Kshs.927,949,416 which was equivalent to 15% of the total budgeted revenue
of the County Government amount of Kshs.6,373,123,635. This is contrary to Regulation
25(1)(f) of the Public Finance Management (County Governments) Regulations, 2015,
which states that the approved expenditure of a County Assembly shall not exceed seven
per cent of the total revenue of the County Government or twice the personnel
emoluments of that County Assembly, whichever is lower.

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

8. Expired Drugs at Embu Level 5 Hospital

Physical inspection at Embu Level 5 Hospital stores in the month of August, 2023
revealed that the facility had in stock expired drugs whose estimated value was an amount
of Kshs.7,981,076 contrary to Section 162(3) of the Public Procurement and Asset
Disposal Act, 2015 which states that stores, inventory and assets that are procured by a
public entity shall not be allowed to suffer deterioration from any preventable cause and
overstocking of any particular item shall be avoided. In addition, the Accounting Officer
had not established a disposal committee to verify and process of all disposal
recommendations contrary to Section 163 of the Public Procurement and Asset Disposal
Act, 2015.

In the circumstances, Management was in breach of the law.
9. Irregularities in the Projects Management

The statement of receipts and payments and as disclosed in Note 8 to the financial
statements reflects an amount of Kshs.616,623,666 in respect of acquisition of assets.
However, the following anomalies were observed;

9.1 Stalled Project - Proposed Renovation and Alterations of the County
Headquarters

Note 8 to the financial statements reflects an amount of Kshs.78,583,129 in respect of
construction of buildings which includes payments for renovation and alterations of the
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County headquarters block - Phase 2. The contract was awarded on 22 February, 2022
through an open tender at a contract sum of Kshs.24,994,903 with an expected
completion date of 22 August, 2022. However, physical verification conducted in the
month of September, 2023 revealed that the project was incomplete, the contractor was
not in site and there was no evidence of extension of the contract period. Further, included
in the bills of quantities was an amount of Kshs.3,955,000 for installation of lift for 6-
persons capacity which had not been installed as at the time of audit. No explanation was
given for the failure to install the lift twelve (12)months after the expiry of the contract
period.

In addition, included in the bills of quantities was an amount of Kshs.1,309,590 for
renovation of the procurement block. However, apart from the front canopy with an
estimated cost of Kshs.110,320, the other works including external finishes, internal
finishes, new works, wall finishes, ceiling finishes, roof finishes and floor finishes with an
estimated cost of Kshs.1,199,270 had not been done. No explanation was given for the
failure to complete the renovations twelve (12) months after the expiry of the contract
period.

In the circumstances, the regularity and value for money on the expenditure incurred
could not be confirmed.

9.2 Stalled Project - Governor’s Official Residence

The County Executive entered into a contract for construction of Governor’s residence at
a contract sum of Kshs.49,703,439 on 8 March, 2021.The contract period was seventy-
two (72) weeks with expected completion date of 8 September, 2022. According to the
Salaries and Remuneration Commission Circular Ref. No. SRC/TS/COG/6/61/48 VOL.II
(64) of 20 May, 2019, the County Executive was required to allocate funds and prioritize
construction of houses for the Governor and Deputy Governor on public land. However,
at the time of audit in the month of August, 2023, the Governor’s official residence was
not complete and the last certificate of work done revealed that the project was 55%
complete. The project appeared to be stalled since the contractor was not on site. No
evidence was provided to confirm whether the contractor had sought for extension of
contract period, or a default notice issued to the contractor by the County Executive.

In the circumstances, Management was in breach of the Salaries and Remuneration
Commission’s Circular and and the public may not have obtained value for money from
the stalled project.

9.3 Irregularities in Levelling of Primary School Playground

Note 8 to the financial statements reflects an amount of Kshs.133,003,651 in respect of
infrastructure and civil works which includes an amount of Kshs.2,398,532 paid for
playground levelling and installation of goal posts at a local primary school. However,
physical inspection of the site in the month of August, 2023 revealed that drainage
trenches were not done on the sides of the trimmed ground and the grounds were not
trimmed and graded as per the bill of quantities. In addition, project drawings and
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technical specifications were not provided for audit hence audit review of the works done
could not be confirmed.

In the circumstances, value for money for the expenditure amounting to Kshs.2,398,532
could not be confirmed.

9.4 Failure to Operationalize Milk Cooler

Note 8 to the financial statements reflects an amount of Kshs.133,003,651 in respect of
infrastructure and civil works which includes an amount of Kshs.1,989,946 paid for
construction and installation of a milk cooler. Physical inspection of the plant in the month
of August, 2023 revealed that the construction and installation of the cooler was complete
but was not in use.

In the circumstances, value for money for the construction and installation of a milk cooler
could not be confirmed and the public may have been denied benefits that could have
accrued from the usage of the milk cooler.

10. Irregular Engagement of Casuals

The statement of receipts and payments and as disclosed in Note 3 to the financial
statements reflects an amount of Kshs.2,963,079,947 in respect of compensation of
employees which includes an amount of Kshs.74,080,873 paid to casual employees
attached to Embu Level 5 and several other Hospitals within the County who have been
engaged continuously since June, 2022. This is contrary to Section 37 1(b) of the
Employment Act, 2007 which stipulates that where a casual employee performs work
which cannot reasonably be expected to be completed within a period, or a number of
working days amounting in the aggregate to the equivalent of three months or more the
contract of service of the casual employee shall be deemed to be one where wages are
paid monthly and Section 35(1)(c) shall apply to that contract of service.

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

11. Failure to Keep Repairs and Maintenance Records for Motor Vehicles

The statement of receipts and payments and as disclosed in Note 4 to the financial
statements reflects an amount of Kshs.522,951,207 in respect of use of goods and
services which includes an expenditure of Kshs.8,188,884 in respect of routine
maintenance of vehicles and other transport equipment. However, the Management did
not provide records of maintenance, repairs and replacement in respect of each motor
vehicle, plant and equipment in a format approved by the Authority for audit review
contrary to Regulation 174(1) of the Public Procurement and Asset Disposal Regulations,
2020.

In the circumstances, Management was in breach of the law.
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12. Failure to Maintain Assets Register

Annex 6 to the financial statements reflects summary of non-current assets register with
historical cost of Kshs.11,862,235,316. However, Management did not maintain an
updated fixed asset register for audit review contrary to Regulation 136(1) of the Public
Finance Management (County Governments) Regulations, 2015 which provides that the
Accounting Officer shall be responsible for maintaining a register of assets under his or
her control or possession as prescribed by the relevant laws.

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

13. Irregular Payment to Council of Governors

The statement of receipts and payments and as disclosed in Note 4 to the financial
statements reflects an amount of Kshs.522,951,207 in respect of use of goods and
services which includes an amount of Kshs,64,728,319 in respect of other operating
expenses out of which an amount of Kshs.5000,000 was paid to the Council of
Governors. However, Management did not provide supporting documents including, legal
framework, invoice and contract agreement that formed the basis for the payment. This
is contrary to Section 37 of the Intergovernmental Relations Act, 2012 which states that
the operational expenses in respect of the structures and institutions established in this
Act shall be provided for in the annual estimates of the revenue and expenditure of the
National Government to cater for; the Summit, the Council of County Governors, the
Technical Committee, Secretariat, and the sectoral working group established by the
Technical Committee and the sectoral working groups established by the Council.

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

14. Long Outstanding Imprest

The statement of assets and liabilities and as disclosed in Note 13 to the financial
statements reflects a balance of Kshs.25,468,592 in respect of account receivables which
represents outstanding imprests as at 30 June, 2023, issued between July, 2021 and
30 June, 2023, and not surrendered or accounted for contrary to Regulation 93 (5) of the
Public Finance Management (County Governments) Regulations, 2015 which stipulates
that a holder of a temporary Imprest shall account or surrender the Imprest within seven
(7) working days after returning to duty station.

As at the time of the audit in August, 2023, the recovery process had not commenced.
Further, Management did not provide an explanation as to why some officers had taken
long since November, 2017 without accounting for the imprest and no measures have
been taken to recover the long outstanding imprest.

In addition, some offices held multiple imprest before surrender of previous issues
contrary to Regulation 93 (4)(b) of the Public Finance Management (County
Governments) Regulations, 2015.

In the circumstances, Management was in breach of the law.
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The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | 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, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis of Conclusion

1. Failure to Prepare Human Resource Plans

During the year under review, County Executive did not prepare Human Resource Plans
to support the achievement of goals and objectives in their Strategic plans. This is
contrary to Section B.2(1) of the Human Resource Policies and Procedures Manual for
the Public Service, 2016 which states that every Ministry or State Department shall
prepare Human Resource Plans to support achievement of goals and objectives in their
Strategic plans.

In the circumstances, hiring, promotions, training and deployment of employees may not
be aligned with the strategic goals of the County.

2. Lack of Approved Staff Establishment

During the year, the County Executive did not have an approved staff establishment. The
approved staff establishment would have included the determination and creation of the
number of offices and the minimum number of salaried positions in the County Public
Service as stipulated in Section 26 of the Public Service Commission Act, 2017.

In absence of an approved staff establishment, there is a risk of over staffing leading to
high wage bill.

3. Unsupported Recruitment, Appointment, Promotion and Re-designation of
Employees

During the year under review, the County Public Service Board of Embu appointed sixty-
eight (68) staff members, promoted forty-eight (48) officers and re-designated nine (9)
officers all totaling to one hundred and twenty-five (125) staff into various positions.
However, Management did not provide for audit a summary of the score sheets of the
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candidates from shortlisting, interviews and appointments, promotions and re-
designations as stipulated in Section 68 of the County Government Act, 2012.

Further, the County Executive advertised for nineteen (19) positions for County Chief
Officers. In November, 2022 the County Public Service Board Secretary wrote to the
Governor indicating that a total of one hundred and eighty-nine (189) applicants applied,
sixty-one (61) were shortlisted and sixty (60) were interviewed, while one (1) did not
attend. However, recommendations and approvals from the County Assembly were not
provided for audit contrary to Section 45(1)(a)(b) of the County Governments Act, 2012.

In the circumstances, it was not possible to confirm whether the recruitment, promotions
and re-designations were undertaken in a fair, competitive and transparent manner.

4. Use of a Manual Payroll

The statement of receipts and payments and as disclosed in Note 3 to the financial
statements reflects an amount of Kshs.2,963,079,947 in respect of compensation of
employees. During the year under review, the County Executive operated two payroll
systems. A manual payroll system and an electronic integrated personnel and payroll
database system (IPPD).The use of a manual system requires manual calculation of
deductions and net pay and constant monthly and or annual updates of the data manually
which is prone to error or manipulations. The Management did not provide a justification
of maintaining a manual payroll and did not demonstrate mechanisms put in place to
protected payroll data integrity in respect of the manual payroll.

In the circumstances, the security and lack of manipulation of the payroll information in
the manual system could not be guaranteed.

5. Non-Functional Internal Audit

Review of the County Governance Structures revealed that the County Executive has an
Audit Committee in place. However, the Management did not provide appointment letters
for respective committee members and there were no minutes to confirm that the
committee met during the year. Further, the Committee did not publish an annual report
on the review of the independence, performance, and competence of the Internal Audit
Unit contrary to Regulation 159(2) of the Public Finance Management (County
Governments) Regulations, 2015.

Further, review of the Internal Audit Unit and as previously reported, revealed that the
Unit did not have sufficient staffing as it was manned by only one(1) officer and lacked
facilitation to ensure that it was able to effectively discharge its mandate. In addition, the
Department did not have an approved annual audit plan contrary to Regulation 163(1) of
the Public Finance Management (County Governments) Regulations, 2015 which
provides that internal audit planning shall be carried out based on risk assessment and
shall be set out in a three-year (3) Strategic Plan, based on which an annual internal audit
activity plan shall be developed.
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In the circumstances, the effectiveness of the internal controls, risk management and
overall governance for the County Executive could not be confirmed.

6. Failure to Develop County Plans

The County Executive of Embu has not developed a County spatial plan and cities and
urban areas plans as envisaged in Section 107 of the County Governments Act, 2012.

In the circumstances, the County Executive might fail to guide, harmonize and facilitate
development within the County. Further, the basis for all budgeting and spending might
not be realized.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | 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 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
following the authorities which govern them, and that public resources are applied in an
effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the County Executive monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.
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Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISSAls 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, | 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 ISSAls. 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
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

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

Conclude on the appropriateness of 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 | conclude that a material
uncertainty exists, | 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 | consider necessary in the circumstances.

| 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.

| also provide Management with a statement that | 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.

Fcpm%css

AUDITOR-GENERAL

Nairobi

09 February, 2024
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Embu County Executive
Annual Report and Financial Statements for the year ended June 30 2023

9.Statement of Receipts and Payments for the year ended 30th June 2023

Note 2022/2023 2021/2022
Ksh Ksh

RECEIPTS
Transfer from CRF 1 5,241,639,654 5,006,417,724
Other Receipts 2 - 786,736,626
TOTAL RECEIPTS 5,241,639,654 5,793,154,350
PAYMENTS
Compensation of Employees 3 2,963,079,947 2,887,678,987
Use of Goods and Services 4 522,951,207 534,989,527
Transfers to other Government entities 5 573,150,076 889,734,607
Other Grants and Transfers 6 569,888,042 260,086,990
Acquisition of Assets 8 616,623,666 942,695,524
TOTAL PAYMENTS 5,245,692,939 5,515,185,635
SURPLUS/DEFICIT (4,053,285) 277,968,715

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The County Executive’s financial statements were approved on
22/8/2023 and signed by:

R R R

Name: Eric M. Mbogo
Head of Accounting Services
ICPAK M/No 12131

Name: Paul N. Thlga
Chief Officer — Finance
ICPAK M/NO. 9477



Embu County Executive

Annual Report and Financial Statements

for the year ended June 302023

10. Statement of Assets and Liabilities as at 30th June 2023

r Note 2022/2023 2021/2022 1

H: Ksh Ksh
FINANCIAL ASSETS ]
Cash and Cash Equivalents 4]
Bank Balances 11 30,949,810 307,579,184
Cash Balances 12 - 145,006
Total Cash and Cash Equivalent 30,949,810 307,724,190
Accounts Receivables 13 25,468,592 2,865,310 %

‘:OTAL FINANCIAL ASSETS 56,418,403 310,589,500

| FINANCIAL LIABILITIES B
Account Payables 15 18,724,203 2,482,976 |
NET FINANCIAL ASSETS 37,694,199 308,106,524j
REPRESENTED BY j

| Fund Balance Brought Forward 17 308,106,524 422,333,7084‘i
Prio Year Adjustment 18 (266,359,040) (392,195,898)
Surplus / Dei:l_cit for the Year (4,053,285) 277,968,715
NET FINANfCIAL POSITION 37,694,199 308,106,524

The accounting policies and explanatory notes to these fin
of the financial statements. The County Executive’s fin
22/8/2023 and signed by:

ooooooooooo 0

Name: Paul N. Thiga
Chief Officer — Finance
ICPAK M/NO. 9477

---------------------------------

Name: Eric M. Mbogo
Head of Accounting Services
ICPAK M/No 12131

ancial statements form an integral part
ancial statements were approved on



Embu County Executive

Annual Report and Financial Statements for the year ended June 30 2023

11. Statement of Cash Flows for the period ended 30" June 2023

2022/2023 2021/2022
Receipts from Operating Income Note Kshs Kshs
Transfer from CRF 1 5,241,639,654 5,006,417,724
Other Receipts 2 - 786,736,626
Total Receipts from Operating Income 5,241,639,654 5,793,154,350
Less: Payments for Operating Expenses
Compensation of Employees 3 (2,963,079,947 ) (2,887,678,987)
Use of Goods and Services 4 (522,591,207) (534,989,527
Transfer to other Government units 5 (573,150,076) (889,734,607)
Other Grants and Transfers 6 (569,888,042) (260,086,990)
Total Payments for Operating Expenses (4,628,709,272) (4,572,490,111)
Adjusted for:
Adjustment returned CRF Issues - (392,195,898)
Decrease/(increase) in Account Receivables 14 (22,603,282) 27,272,500
Decrease/(increase) in Account Payables 16 16,402,806 2,070,187
Net Adjustments (6,362,055) (362,853,210)
Net Cash flows from Operating Activities 606,208,327 857,811,029
CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of Assets 8 (616,623,666) (942,695,525)
Net cash Flows from Investing Activities (616,623,666) (942,695,525)
NET INCREASE IN CASH AND CASH
EQUIVALENT (10,415,340) (84,884,496)
Prio Year Adjustment 18 (266,359,040) -
Cash and Cash Equivalent at BEGINNING of the Year | 11 307,724,190 392,608,686
Cash and Cash Equivalent at END of the Year 30,949,811 | 307,724,190
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Embu County Executive

Annual Report and Financial Statements for the year ended June 30 2023

The accounting policies and explanatory notes to these financial statements form an integral part

of the financial statements. The County Executive’s financial statements were approved on 22/08/

2023 and signed by:

Name: Paul N. Thiga
Chief Officer — Finance

ICPAK M/NO. 9477

Name: Eric M. Mbogo
Head of Accounting Services
ICPAK M/No 12131
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EMBU COUNTY EXECUTIVE
Annual Report and Financial Statements
For the year ended June 30 2023

16. Significant Accounting Policies

The key accounting policies adopted in the preparation of these financial statements are set out

below:

a)  Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis [PSAS financial
reporting under the cash basis of accounting, as prescribed by the PSASB and set out in the
accounting policy notes below. This cash basis of accounting has been supplemented with
accounting for; a) receivables that include imprests and salary advances and b) payables that
include deposits and retentions. The receivables and payables are disclosed in the Statement of
Assets and Liabilities. The financial statements are presented in Kenya Shillings, which is the
functional and reporting currency of the County Executive all values are rounded to the nearest
Kenya Shilling. The accounting policies adopted have been consistently applied to all the years

presented. The financial statements comply with and conform to the form of presentation

prescribed by the PSASB.

b)  Reporting entity
The financial statements are for the Embu County Executive. The financial statements encompass

the reporting entity as specified under section 164 of the PFM Act 2012.

¢)  Recognition of receipts and payments

i) Recognition of receipts

The County Executive recognises all receipts from the various sources when the event occurs, and
the related cash has been received by the Executive.

ii) Transfers from the County Revenue Fund (CRF)

Transfer from CRF is recognized in the books of accounts when cash is received. Cash is
considered as received when payment instruction is issued to the bank and a notification received

by the entity.

iii) Proceeds from sale of assets
Proceeds from the sale of assets are recognised in the statement of receipts and payments when the
related monies from the sale are received by the entity. There were however no disposal of assets

over the year.



Embu County Executive
Annual Report and Financial Statements for the year ended June 30 2025

Significant Accounting Policies (Continued)

d) = Recognition of payments
The County Executive recognises all expenses when the event occurs, and the related cash has

been paid out.

i) Compensation of employees
Salaries and Wages, Allowances, and statutory contributions for employees are recognized in the

period when the compensation is paid.

ii) Use of goods and services
Goods and services are recognized as payments in the period when the goods/services are
consumed and paid for. Such expenses, if not paid during the period where goods/services are

consumed, shall be disclosed as pending bills.

iii) Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which they

incurred and paid for. There were no borrowings over the period.

iv) Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing would be recognized as payment in the period in

which the repayment is made. There were no borrowing in the year under review.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of
acquisition and proceeds from disposal of these items are treated as payments and receipts 1tems
respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration and the fair value of the asset can be reliably established, a contra transaction 1s
recorded as receipt and as a payment. A fixed asset register is maintained by each public entity and
a summary provided for purposes of consolidation. This summary is disclosed as an annexure to

the consolidated financial statements.

10
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Significant Accounting Policies (Continued)

e) In-Kkind contributions

[n-kind contributions are donations that are made to the County Executive in the form of actual
goods and/or services rather than in money or cash terms. These donations may include vehicles,
equipment or personnel services. Where the financial value received for in-kind contributions can
be reliably determined, the County Executive includes such value in the statement of receipts and
payments both as receipts and as an expense in equal and opposite amounts; otherwise, the

contribution is not recorded.

f) Third Party Payments

This relates to payments done directly to supplier on behalf of the county Executive such as:
national government may fund the operation of health or education program; a donor may pay
directly for construction of a given market etc. Details of payments by third parties on behalf of the

county Executive is detailed in the notes to these financial statements.

g)  Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value.
Bank account balances include amounts held at the Central Bank of Kenya and at various

commercial banks at the end of the financial year.

Restriction on cash

Restricted cash represents amounts that are limited /restricted from being used to settle a liability
for at least twelve months after the reporting period. This cash is limited for direct use as required
by stipulation. Amounts maintained in deposit bank accounts are restricted for use in refunding
third party deposits. As at 30" June 2023, there was no restriction whatsoever, and neither in the

previuse period.

11
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Significant Accounting Policies (Continued)

h) Imprests and Advances

Fot the purposes of these financial statements, imprests and advances to authorised public officers
and/or institutions which were not surrendered or accounted for at the end of the financial year is
treated as receivables. This is in recognition of the government practice where the imprest
payments are recognized as payments when fully accounted for by the imprest or AIE holders.
This is an enhancement to the cash accounting policy. Other accounts receivables are disclosed in

the financial statements.

i) Third Party Deposits and Retention

For the purposes of these financial statements, deposits and retentions held on behalf of third
parties have been recognized as accounts payables. This is in recognition of the government
practice of retaining a portion of contracted services and works pending fulfilment of obligations
by the contractor and to hold deposits on behalf of third parties. This is an enhancement to the cash
accounting policy adopted and prescribed by the Public Sector Accounting Standards Board. Other

liabilities including pending bills are disclosed in the financial statements.

J) Non-current assets

Non-current assets are expensed at the time of acquisition while disposal proceeds are recognized
as receipts at the time of disposal. However, the acquisitions and disposals are reflected in the
County Executive’s fixed asset register a summary of which is provided as a memorandum to these

financial statements.

k) Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from contracted
goods or services during the year or in past years. As pending bills do not involve the payment of
cash in the reporting period, they are recorded as ‘memorandum’ or ‘off-balance’ items to provide
a sense of the overall net cash position of the County Executive at the end of the year. Pending bills
form a first charge to the subsequent year budget and when they are finally settled, such payments

are included in the statement of receipts and payments in the year in which the payments are made.

12
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Significant Accounting Policies (Continued)

1) Contingent Liabilities
A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

1) It is not probable that an outflow of resources embodying economic benefits or

service potential will be required to settle the obligation; or

it)  The amount of the obligation cannot be measured with sufficient reliability.
Some of contingent liabilities may arise from: litigation in progress, guarantees, and indemnities,
Letters of comfort/ support, insurance, Public Private Partnerships.
The County Executive does not recognize a contingent liability but discloses details of any
contingencies in the notes to the financial statements unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote. There was no such a

liability at the closure of the period under review.

m) Contingent Assets

The County Executive does not recognize a contingent asset but discloses details of a possible asset
whose existence is contingent on the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the County Executive in the notes to the financial
statements. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an inflow
of economic benefits or service potential will arise and the asset’s value can be measured reliably,
the asset and the related revenue are recognized in the financial statements of the period in which

the change occurs.

13
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Significant Accounting Policies (Continued)

n) Budget

The budget is developed on the same accounting basis (cash basis), the same accounts
classification basis, and for the same period as the financial statements. The County Executive s
budget was approved as required by Law and as detailed in the County Revenue Allocation Act.
The original budget was approved by the County Assembly on 21°" July 2022 for the period ¥
July 2022 to 30 June 2023 as required by law. There was two number of supplementary budgets
passed in the year. A high-level assessment of the County Executive 's actual performance against
the comparable budget for the financial year under review has been included in an annex to these

financial statements.

0) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

p) Subsequent events
Events subsequent to submission of the financial year end financial statements to the National
Treasury and other stakeholders with a significant impact on the financial statements may be

adjusted with the concurrence of National Treasury.

q) Prior Period Adjustment

During the year, errors that have been corrected are disclosed under note 16 explaining the nature

and amounts.

r) Related Party Transactions

Related party means parties are related if one party has the ability to:
a) Control the other party or
b) Exercise significant influence over the other party in making financial and operational

decisions, or if the related party entity and another entity are subject to common control.

14
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Relates party transaction is a transfer of resources of obligations between related parties regardless

of whether a price is charged.

15
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|7. Notes to the Financial Statements

1. Transfer from the CRF

2022/2023 2021/2022
Ksh Ksh
Transfer from CRF Q1 745,185,089 845,665,221

Transfer from CRF Q2

1,121,652,780

1,284,130,031

Transfer from CRF Q3

659,196,097

1,286,310,941

Transfer from CRF Q4

2,715,605,688

1,590,311,531

'Total

5,241,639,654 5,006,417,724
Provide a brief explanation and explain significant change from prior period)
2. Miscellaneous Receipts
2022/2023 2021/2022
Ksh Ksh
Unspent Funds 392,195,898
Own Sources of Revenue 394,540,728
Total 786,736,626
3. Compensation of Employees
2022/2023 2021/2022
Ksh Ksh
Basic Salaries of Permanent Employees 2,963,079,947 2.887,678,987
Casual Wages of Temporary Employees - -
Personal Allowances paid as Part of Salary - g
Compulsory National Social Security Schemes - -
Total 2,963,079,947 2,887,678,987
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Notes to the Financial Statements (Continued)

4. Use of Goods and Services

2022/2023 2021/2022
Ksh Ksh
Utilities, Supplies and Services 26,051,543 43,738,834
Communication, Supplies and Services 2,610,013 4,787,429

Domestic Travel and Subsistence

124,134,270

31,322,738

Foreign Travel and Subsistence 5,279,622 1,480,187
Printing, Advertising and Information Supplies & Services 6,461,790 7,360,942
Rentals of Produced Assets 6,388,300 2,806,900
Training Expenses 2,865,048 3,247,715
Hospitality Supplies and Services 30,583,921 14,009,467
Insurance Costs 154,760,519 12,896,479
Bank Charges 5,000 -
Specialised Materials and Supplies 58,014,717 205,857,010
Office and General Supplies and Services 8,373,727 18,033,055
Fuels, Oil and Lubricants 20,863,522 31,626,274
Other Operating Expenses 64,728,319 144,698,673
Routine Maintenance — Vehicles and other Transport
Equipment 8,188,884 9,783,689
Routine Maintenance — Other Assets 3,642,010 3,340,141
Total 522,951,207 534,989,527
5. TRANSFER TO OTHER GOV. ENTITIES ‘ i
' o 2022/2023 2021/2022
Ksh Ksh
County Assembly - B1L5E02, 0
ASDSP II 12,000,425 13,610,823
NAGRIP 233,393,470 252,411,003
FLLOCA 53,000,000 .
Urban Development 198,855,802 -
Emergency Locust 75,900,379 9,850,781
Total : i : Sl 573,150,076 889,73356075

17
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Notes to the Financial Statements (Continued)

6. Other Grants and Transfers

Bl 2022/2023 2021/2022
D;escription h i Kshs Kshs
Scholarships and other educational benefits 120,412,500 65,150,321
Other Capital Grants Transfers - 223,562,131 194,939,6694

i)ther Transfers to Embu Level 5 Hospital 225,913,412 -
Total - l\ 569,888,042 260,086,990

(Provide explanation as 1o what other grants and payments relate (o and who is the beneficiary
explain significant change from prior period)

7. Social Security Benefits

2022/2023 2021/2022
Description Kshs Kshs
Social Security Benefits

Employer Social Benefits =
@tal

(Explain where the benefits are remitted and who the beneficiaries are, explain significant change
from prior period)

18
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Notes to the Financial Statements (Continued)

8. Acquisition of Assets

Non-Financial Assets 2022/2023 2021/2022
Ksh Ksh
Construction of Buildings 78,583,129 -
Land Acquisition 8,845,000 59,013,577
Refurbishment of Buildings 2,397,099 12,079,883
Construction of Roads 65,255,685 200,600,835
Infrastructure and Civil Works 133,003,651 106,397,617
Overhaul & refurbishment of construction & Civil Works 273,055,466 531,858,354
Purchase of Vehicles and Other Transport Equipment 38,772,330 17,472,838
Purchase of Computers and ICT Equipment 3,812,660 0
Purchase of Household Equipment 2,850,734 3,064,424
Purchase of office furniture and other general equipments 3,691,120 3,792,178
Purchase of Specialized Plant, Equipment and Machinery 920,338 5,317,819
Purchase of Certified Seeds, Breeding Stock and Live
Animals 5,436,455 0
Research, Studies, Project Preparation, Design &
Supervision - 3,098,000
Total 616,623,666 942,695,524

9. Other Payments

Civil Contingency Reserves

Other payments (specify/breakdown)

Total

(Provide explanation as to what each component of other expenses relates to, explain significant

change from prior period)

19




Embu County Executive

Annual Report and Financial Statements for the year ended June 30 2023

Notes to the Financial Statements (Continued)

10. Cash and Bank Balances

11. Bank Balances

‘ Account

Name of Account & Bank Number Purpose 2022/2023 2021/2022

Ksh Ksh Ksh
CRF -

County Revenue Fund Account 1000171014 - 6,827,570

Central Bank of Kenya, Recurrent Account 1000170581 Qperalions 158 71,917

Central Bank of Kenya, Development P

Account 1000170597 perations 53,127 5,845,167

Central Bank of Kenya, Fuel Levy 10001260181 Grants 990 990

Central Bank of Kenya, Embu County

Deposit Account 1000250372 1000250372 Grants 7,609,579 2,482,976

Central Bank of Kenya, Grant Operation

Account 1000250388 1000250388 Grants 299 5,888,057

Embu County Agric Sec Supp Proj, (ASDSP

1) 1000365609 1000365609 Grants 50 11,110,823

Nat agr Rural Gr [nc Pr (NAGRIP) 1000365773 Grants - 1

Embu County Polytechnic Proj Grant 1000368969 Grants L 1

Kenya Devolution Support Programme,

(KDSP) 1000380373 1000380373 Grants 5,343 5,343

Embu County - KE Urban Support Prog 1000381558 Grants - 5

Embu County - Food, Agriculture

Organization 1000381566 Grants - -

Embu County Emergency Fund - 1000451084 | 1000451084 Grants - -

Embu county Covid — 19 SPA - 1000454652 | 1000454652 Grants - -

Embu County Climate Change Fund -

1000512199 1000512199 Grants - -

Embu County Emergency Locust -

1000527797 1000527797 Grants - 9,850,782

Embu County Primary Health Care -

1000564377 1000564377 Grants 5,528,228 4,768,500

Embu County Health Nutrition Grant -

100533471 100533471 Grants 10,931,900 253,150

Operations

Danida Account Accounts Grants E 3,891,771

Embu County Salary 1141408453000 COOP 957,187 957,187

County Health Nutrition Account, Co-op.

01141731299200 1141731299200 COOP 144 144

Embu Municipality UDG, 0190278999264 | 0190278999264 | “QUITY - 1,386,325

Embu Municipality UIG, 0190278999274 0190278999274 | FQUITY . 28,309

Embu County Covid — 19 Family Bank 75000046491 Family

20
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5,862,805 5,862,805
Embu level 5, Hospital (075000052039) 75000052039 Famiy - 465,307
Embu County (ASDSP I1) KCB 1237900395 | 1237900395 ks : 1,720,078
Embu County Health Fund, Co-op. KCB
01253889880 1253889880 . .
Nat agr Rural Gr [nc Pr (NARIGP), KCB KCB
1259128725 1259128725 - 246,161,976
30,949,811 307,579,184
12 Cash in Hand
2022/2023 2021/2022
Ksh Ksh
Cash in Hand - 145,006
Total - 145,006

2A|
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Notes to the Financial Statements (Continued)

Cash in hand should also be analysed as follows:

’ il Insert Current FY | Insert Comparative FY
| i Kshs Kshs
Location | = ,
Location 2 - -
Location 3 - -
Total - -
13. Account Receivables
2022/2023 2021/2022
Ksh Ksh
Government [mprests 25,468,592 2,865,310
Other Receivables - -
Total » 25,468,592 2,865,310
14. Change in accounts Receivable
fDescription 2022/2023 2021/2022
| Ksh Ksh
Opening Account Receivables as at Beginning of the Year (A) 2,865,310 1,907,330
Opening Account Receivables as at End of the Year (B) 25,468,592 2,865,310
Net changes in account receivables C=A-B (22,603282) | (957,980

22
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Notes to the Financial Statements (Continued)

15. Deposits and Retention

Description 2022/2023 2021/2022
Ksh Ksh
Retentions Beginning the Year 2,482,976 -
Retentions from Contractors 22,463,332 2,482,976
Retentions Paid 6,652,159 -
KRA Withholding Taxes 430,054 -
Total Account Payable 18,724,203 2,482,976
16. CHANGES IN ACCOUNTS PAYABLES
Description 2022/2023 2021/2022
Ksh Ksh
Deposit and Retentions as at Beginning of the Year (A) 2,482,976 -
Deposit and Retentions At the end of the Year (B) 18,724,203 2,482,976
Net changes in account receivables C=B - A 16,241,227 2,482,976
17. Fund Balance Brought Forward
2022/2023 2021/2022
Ksh Ksh
Bank 307,579,184 392,486,224
Cash In Hand 145,006 122,463
Accounts Receivables 2,865,310 30,137,810
Accounts Payables (2,482,976) (412,789)
‘Total L Tl SRR 308,106,524 B '422;333;768
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18. Prior Year Adjustments

A prior period adjustment really applies to the correction of an error in the financial statements of
a prior period.

2022/2023 2021/2022
Ksh Ksh

County Revenue Fund Account (6,827,570)

Danida Account (3,891,771)

County Health Nutrition Account, Co-op. 01141731299200 (144)

Embu Municipality UDG, 0190278999264 (1,386,325)

Embu Municipality UIG, 0190278999274 (28,309)

Embu level 5, Hospital (075000052039) (465,307)

Embu County (ASDSP II) KCB 1237900395 (1,720,078)

Nat agr Rural Gr Inc Pr (NARIGP), KCB 1259128725 (246,161,976)

Embu County Agric Sec Supp Proj, (ASDSP II)

1000365609 (11,110,823)

Primary Health Care 5,233,263

Unspent Funds -1 (392,195,898)
‘Total & A (266,359,040) | (392,195,898)

Notes: 1. The County did not receive fund disbursement for the month of June 2022, totaling to Ksh. 392,195,898.00
2. An amount of Ksh. (266,359,040.00) was as a results of change in accounting policy where various funds and other
government entities are to report independently, and as such comparative opening balances related to them from the previouse year

had to be adjusted accordingly.
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Notes to the Financial Statements (Continued)

19. Increase/ (Decrease) in Outstanding Imprests and Advances

2021/2022 2022/2023
Description Kshs Kshs
[mprest and Advances as at 1* July (A) 2,865,310 30,137,810
25,468,592
Imprest and Advances as at 30" June (B) 2,865,310
[ncrease)/ Decrease in Imprest and Advances (C=(B-A)) 22,603,282 (27,272,500)
20. Increase/ (Decrease) in Deposits and Retention
Description 2022/2023 2021/2022
Ksh Ksh 5
Retentions Beginning the Year 2,482,976 412,789
Retentions from Contractors 22,463,332 2,482,976
Retentions Paid 6,652,159 -
KRA Withholding Taxes 591,632 -
Total Account Payable 18,885,782 2,070,188
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21. Other Important Disclosures

l. Pending Accounts Payable (See Annex 2)
As per attached schedule

2. Pending Staff Payables. (See Annex 3)
As per attached schedule

3. Other Pending Payables (See Annex 4)
As per the attached schedule

4. Related Party Disclosures

Related party disclosure is encouraged under non-mandatory section of the Cash Basis [PSAS.

The following comprise of related parties to the County Executive:

1) Key management personnel that include the Governor, the Deputy Governor Members of

the County Assembly, CECs and Chief Officers for various County Ministries and

Departments.
i1) County Ministries and Departments.
iii) The National Government.

iv) Other County Governments Entities and

v) State Corporations and Semi-Autonomous Government Agencies.

Related party transactions

P 2022/2023 2021/2022
| Ksh Ksh
Key Management Compensation (Governors, CECMs
and COs)
Governor 9,394,000 11,088,000
Deputy Governor 6,316,042 7,455,000
CEC Members (11 Members) 40,825,000 48,910,000
Chief Officers (24 Officers) 49,052,119 48,976,230
Total to Key Management Compensation 105,587,161 110,682,480
Transfers to related parties
Scholarship 104,412,500 65,150,321
Other Capital Grants Transfers 225,681,231 194,936,669

Other Current Grants Transfer

573,150,076
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Total Transfers to related parties

903,243,807

260,086,990.00

Transfers from related parties

Transfers from the Exchequer

5,241,639,654

5,006,417,724

Transfers from MDAs (FLF)

Total Transfers from related parties

5,241,639,654

5,006,417,724
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Other Important Disclosures

5. Establishment of other County Government Entities

The PFM Act, 2012 section 182 enables the County Government to establish and dissolve
County Corporations/ entities. For purposes of follow up on financial reporting, audit and
disclosure, outlined below is a list of entities established by the County Government since

inception.

tell g, e

ater & Sanitation Co. Itd

Kyeni Water Co.

Ngandori Nginda Water Co.

Embu Munig¢ipal Board

Ngagaka Water Co.

Embe Water Co.

6. Leasing of Medical Equipment

Amounts relating to leased medical equipment is included in the County Allocation Revenue
Act and is budgeted for by the Counties. This amount is deducted at source and therefore not
included in the exchequer. Since this is not a cash item, it is not included in the statement of
receipts and payments. In the current financial year, amounts relating to leased medical
equipment was Kshs 110,628,298 and Kshs 153,297,872 for the previous financial year.

7. Contingent Liabilities

022/2023

7

Court Case Against the Entity

Bank Guarantees In Favour Of Subsidiary

Contingent Liabilities Arising from PPPs

Total
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18. Progress On Follow Up On Prior Year Auditor’s Recommendations

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor.

See Annex 11

County Executive Committee Member — Finance and Economic Planning

Date 22/08/2023
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