PARLIAMENT
OF KENYA
LIBRALRY

INTERNAL MEMO

TO: The Clerk of the Senate/Secretary, PSC
THRO: The De v Clerk (E.G.) i | u',_
THRO": Director, Governance and Accountability Committe 3 L
: g :

e F""”Mw'i-cm[ o Aomy il £ AFFrw 737 ELJ{"JJ‘LH-“

THRO": DllﬁﬁﬁlHnD, Accountability and other Select Commitiees . 3
f:" padin L P I [ -f i) ﬂ', 2 b If'?"lyl'l"

FROM: Principal Clerk Assistant 11
DATE: 26"™ March, 2026

RE: REPORTS  OF THE COUNTY PUBLIC ACCOUNTS

COMMITTEE FOR PROCESSING AND TABLING

Fhe Committee vide an appearance schedule published in the newspapers on Thursday, 8%
January 2026 invited County entities 1o meetings scheduled 1o take place in the months of
January, February and March 2026

Considering the constitutional timelines for consideration of the Reports of the Auditor
GCieneral, the Committee has considered and adopted Repors for the tollowing sixteen ( 16}
County Lxccutives- Vihiga, Kitui, Bungoma, Embu, Myundarua, Mandera, Laikipia,
Kwale, Meru, Bomet. West Pokot, Nveri, Trans Nzoia, Elpeyo Marakwet, Narok and i_]
Machakos, .
J

This is theret s::-;t for peqeessing and approval for tabling of the above repess

)







THIRTEENTH PARLIAMENT -FIFTH SESSION

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON
THE CONSIDERATION OF THE REPORTS OF THE AUDITOR GENERAL ON
THE FINANCIAL STATEMENTS OF THE FOLLOWING COUNTY EXECUTIVES:

'COUNTY EXECUTIVE FINANCIAL YEAR

| VIHIGA COUNTY EXECUTIVE 2024/2025
 KITUL COUNTY EXECUTIVE 2024/2025
' BUNGOMA COUNTY EXECUTIVE 202472025
EMBU COUNTY EXECUTIVE 202472025
'NYANDARUA COUNTY EXECUTIVE | 202472025
 MANDERA COUNTY EXECUTIVE | 202412025
LAIKIPIA COUNTY EXECUTIVE 20242025
 KWALE COUNTY EXECUTIVE 202472025

'MERU COUNTY EXECUTIVE 2024/2025

'BOMET COUNTY EXECUTIVE 2024/2025

'WEST POKOT COUNTY EXECUTIVE 202472025

| NYERI COUNTY EXECUTIVE 2024/2025
TRANS NZOIA COUNTY EXECUTIVE 2024/2025
ELGEYO MARAKWET COUNTY EXECUTIVE | 2024/2025
NAROK COUNTY EXECUTIVE 2024/2025

| MACHAKOS COUNTY EXECUTIVE 2024/2025

VOLUME 1

THE SENATE
PARLIAMENT BUILDINGS
NATROE]

MARCH,

2026



THE SENATE
THIRTEENTH PARLIAMENT - FIFTH SESSION

ADOPTION OF THE REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS
COMMITTEE ON THE CONSIDERATION OF THE REPORTS OF THE AUDITOR
GENERAL ON THE FINANCIAL STATEMENTS, RECEIVER OF REVENUE AND
COUNTY REVENUE FUND OF VIHIGA, KITUL BUNGOMA, EMBU, MANDERA,
NAROK, NYANDARUA. ELGEYDO MARKWET, BOMET, KWALE, LAIKIPIA, WEST
POKOT, NYERI, TRANS NZOIA, MACHAKOS AND MERU COUNTY EXECUTIVES
FOR THE FINANCIAL YEAR 2024/2025.

Adopted by:

l. Sen. Kajwang' Moses Otieno, CBS, MP - Chairperson

2. Sen. Johnes Mwashushe Mwarnuma, MP - Vice-Chairperson
Sen. Adan Dullo Fatuma, CBS. MP -~ Member

Sen. Okong'o Mogeni, CBS, SC, MP - Member

Sen. (Dr.) Lelegwe Luumbesi, CBS, MP-Member

Sen. Enock Kuo Wambua, CBS, MP — Member

Sen. Cherarkey Samson Kiprotich, MP — Member

Sen. Sifuna Edwm Watenva, MP — Member

9. Sen. Mwenda Gatayva Mo Fire, MP - Member

PR3 N W



TABLE OF CONTENTS

Contents

DEFINITION OF TERMS.....ooerrsesrmmssssss s s e sssssmassnss - ———" 7
PREFACE...... e S A S R S s s - |
GENERAL OBSERVATIONS AND RECOMMENDATIONS...... e e 14
IN T ROIUCTHON casviasrasssrssissssrassimssrmssos soas s s s s s s e s 51 S04SR SR 38 4 ER TR PR AR R AR R AR 25
Legal Framework....... o - s i w 25
ACKNOWLEDGEMENTS (e s i e L 26
CHAFPTER ONE ........ S - r—— 27

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF VIHIGA COUNTY

EXECUTIVE FOR THE FINANCIAL YEAR 202472025, ... i . 27
REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
VIHIGA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 2004/2025.....cccvmianinans B0

REFORT OF THE SENATE COUNTY PURLIC ACCOUNTS COMMITTEE ON THE REPORT OF
VIHIGA COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 202472025 ... 86

CHAPTER TWQ....... xs . xs " O R— o8

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF NYERI COUNTY

EXECUTIVE FOR THE FINANCIAL YEAR 202472025 ... st bbb b ]
REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
NYERI COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 202472025 .ciciniicsionems 134

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
NYERI COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 202472025, 136

CHAPTER THREE... Ty T Tyon = S S 151

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUDITOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF MANDERA COUNTY

EXECUTIVE FOR THE FINANCIAL YEAR 202472005 .. ecscssiassisssasmsssassaasssssia snrassss 151
REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
MANDERA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 202472025 .......... ~ 148

REPFORT OF THE SENATE COUNTY PURLIC ACCOUNTS COMMITTEE ON THE REPORT OF
MANDERA COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 20247202519

CHAPTER FOUR.... o " i i i i s B0

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF KITUI COUNTY
EXECUTIVE FOR THE FINANCIAL YEAR 202472025, ... - SRS EPE——— 21|

L



REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF

KITUI COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 20242025 oiieiee a7
REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT
RECEIVER OF REVENUE OF KITUI FOR THE FINANCIAL YEAR 202472025 .....ccoeeeeee 1Tl
CHAFPTER FIVE = = = = . -

REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF COUNTY EXECUTIVE OF
WEST PORKOT FOR THE FINANCIAL YEAR 20242025, ... . e 2T

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
WEST POKOT COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 20242025 325

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
WEST POKOT COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 20242025 ... RXL

CHAPTER SIX. . - = FR— .

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF COUNTY EXECUTIVE OF

KWALE FOR THE FINANCIAL YEAR 20242025 ... o, e 33
REPORT OF THE SENATE COUNTY FUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
EWALE COUNTY REVENUE FUND FOMR THE FINANCIAL YEAR 2024/ 2025 v Inh
REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
KWALE COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 2024/2025......ccucimane 395
CHAPTER SEVEN ” o — - - - - i

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUMTOR GENERAL ON THE FINANCIAL STATEMENTS OF COUNTY EXECUTIVE OF
ELGEYO MARAKWET FOR THE FINANCIAL YEAR 202402025 ... 431

REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
ELGEYO MARAKWET COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 2024/2025 520

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
ELGEY(Q MARAKWET COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR
202472025 - w s e i il B
CHAFTER EIGHT e R e P S Tl S P 544
REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUDMITOR-GENERAL ON THE FINANCIAL STATEMENTS OF THE COUNTY EXECUTIVE OF
TRANS NZOIA FOR THE YEAR ENDED 30 JUNE, 2025....... e A i e, 544

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
TRANS NZOIA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 2024/2025 .....574

REPOHRT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
TRANS NE2OIA COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 202472025 577

CHAPTER NINE - s " - T I DD LEUMEPRMERA. |

Tt



REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF COUNTY EXECUTIVE OF
BOMET FOR THE FINANCIAL YEAR 2024/2025......cccccmeminssimminsssian simssssnasiassmmssnsssansassansssns SIS
REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
BOMET COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 2024/2025 . 643

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
BOMET COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 1024/2025 ..............ne. 659

CHAFTER TEN.... WLERRAE “ it wa i A & s ald 2

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF COUNTY EXECUTIVE OF

NAROK FOR THE FINANCIAL YEAR 20242025, cccoaiiianiia . i 62

REFORT OF THE SENATE COUNTY PFUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
NAROK COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 202472025 .709

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
NAROK COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 202472025 ....ccnmrianenen 743

CHAPTER ELEVEN - - P —— . . e T45

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
THE AUMTOR GENERAL ON THE FINANCIAL STATEMENT OF COUNTY EXECUTIVE MERU
FOR THE FINANCIAL YEAR 202472025, AR e - W T45

CHAPTER TWELVE s i sssiastasssiasiassssss - THE

REFPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF COUNTY EXECUTIVE OF

EMBU FOR THE FINANCIAL YEAR 202425 ... THR
REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
EMBU COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 202472025.....ccovcinnanes K14

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
EMBU COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 202472025 K35

CHAPTER THIR TR RN T ok niaspiosnstniiasassinisssnesronstisrtesissmstt iintsins smhs beispbissis smnesiidshsbons i B30

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF BUNGOMNMA COUNTY

EXECUTIVE FOR THE FINANCIAL YEAR 2024725, cvvirimsssisnmasioarssassrssnsinsnsisnsssnisssuens massssnin 850
REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
BUNGOMA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 20242025 Hiks

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
RUNGOMA COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 2024/20259009

CHAPTER FOURTEEN...ccoeiimnin - R R R R e 926

REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUDITOR GENERAL ON AUMTED FINANCIAL STATEMENTS OF LAIKIPIA COUNTY
EXECUTIVE FOR THE FINANCIAL YEAR 202412025....... - = 926




REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
LAIKIFIA COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 2024/2025971
REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
LAIKIPIA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 202472025 ..o HR

CHAPTER FIFTEEN...cuccusrmsemesise 4 . = - arrees o4

REPFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF MACHARKOS COUNTY
EXECUTIVE FOR THE FINANCIAL YEAR 2024/2025. ........ - S ——— 994

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
MACHARKOS COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL YEAR 2024/2025 1011

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REFORT OF
MACHAKOS COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 20242025....... 1015

CHAPTER SIXTEEN —uesicmmorms " R —————— 1017

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS OF NYANDARUA COUNTY
EXECUTIVE FOR THE FINANCIAL YEAR 2024712025, ..c.oonioinnmmssniissmiassissisisiamsrsmsisisss ~ 1817

REFORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
NYANDARUA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR 2024/2025..... 1070

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE REPORT OF
NYANDARUA COUNTY RECEIVER OF REVENLUE FOR THE FINANCIAL YEAR 2024/2025 1082

e



ACRONYMS/ABBREVIATIONS
BO)s - Bill of Quantities
CALC - County Assets and Liabilities Commitiee
CARA - County Allocation of Revenue Act

CECM - County Executive Commitiee Member
CPSB - County Public Service Board

CRF - County Revenue Fund

EACC - Ethies and Anti-Corruption Commission
ECDE - Early Childhood Development Education
EGH - Elder of the Order of the Golden Heart

ICT - Information, Communication Technology
IFMIS - Integrated Financial Management System
IGTRC - Intergovernmental Relations Technical Committee
IPPD - Integrated Payroll and Personnel Database
KRA - Kenva Revenue Authority

KUSP - Kenyva Urban Support Project

L.POs - Local Purchase Orders

L50s - Local Supply Orders

MU As - Members of County Assembly

MP - Member of Parliament

SHA - Social Health Authority

OAG - Office of the Auditor General

PAYE - Payv-As -You Earn

PFM - Public Finance Management

PAA- Public Audit Act

PPADA- Public Procurement and Assets Disposal Act
PSASB - Public Sector Accounting Standards Board
TNA - Training Needs Assessmen

TVET - Technical and Vocational Education Tramning



DEFINITION OF TERMS

Disclaimer

A disclaimer s when the auditor is unable 1o fully review an entity s documentation because
there is a substaniial amount of information that is missing. The absence ol information makes it
hard and difficult for the Auditor General 1o make an opinion. In other words, the auditor feels
unable to determine whether the situation is qualified or adverse because the paperwork is not
adequate, This is a serious lapse in compliance and should be of concern to oversight bodies. A
disclaimer indicates that the record keeping 15 so bad to the extent that the auditor cannot give an
opinion,

Adverse Opinion

An adverse opinion is issued when the Auditor General is able o review the entity’s
documentation supplied for audit purposes and the final audit reveals problems that are
widespread and pervasive and will require considerable changes to remedy. Owversight
institutions are concerned to recommend remedies to address such anomalies and systems.

Qualified Opinion

This is as a result of the Auditor General finding some problems that are not widespread or
persisient  with documentation and information  supplied. The auditor received all the
information required for the audit. However, after review the audit reveals there are some gaps
in adherence and compliance to legal procedures.

Ungualified Opinion

This arises when the Auditor General 1s satisfied with documentation presented for review. It
implies that there are no major problems with documentation and information that were
presented tor assessment and the funds are managed properly.



PREFACE

Mr, Speaker Sir,

Committees are a ¢reation of the Constitution through Article 124(1) of the Constitution which
empowers each House of Parliament to establish Committees and make Standing Orders for the
orderly conduct of its proceedings, including the proceedings of its commintee.

The County Public Accounts Commitiee is established by the Senate pursuant to Standing Chrder
MNo. 193 and is mandated-
a) Pursuant to Article 96(3) of the Constitution, 1o exercise oversight over national
revenue allocated 1o the county governments;
b) Pursuant 1o Article 229(7) and (&) of the Constitution, 1o examine the reporis of the
Auditor-Greneral on the annual accounts of the county governments;
¢) To examine special reports, if any, of the Auditor-General on county government
funds;
d) To exercise oversight over county public accounts.

Commitiee Membership
Mr. Speaker Sir,

The membership of the Committee comprises of the following Senators-
1. Sen. Kajwang' Moses Otieno, CBS, MP - Chairperson

2. Sen. Johnes Mwashushe Mwaruma, MP - Vice-Chairperson
Sen. Adan Dullo Fatuma, CBS, MPP -~ Member

Sen. Okong'o Mogeni, CBS, SC, MI" - Member

Sen. (Dr.) Lelegwe Liumbesi, CBS, MP-Member

Sen. Enock Kiio Wambua, CHBS, MP - Member

Sen. Cherarkey Samson Kiprotich, MP - Member

Sen. Sifuna Edwin Watenya, MP — Member
Sen. Mwenda Gataya Mo Fire, MP - Member
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Commitiee Secretariat

The secretariat comprises of the following members of staff:

1) Mr Njenga Njuguna - Director Governance and Accountability

2) Ms, Emmy Chepkwony - H.O.D, Department of Governance and
Accountability

3) Mr. George (hieno - Principul Clerk Assistant

4) Mr. Crispus Tima - Clerk Assistant |

5) Mr. Kevin Kibet - Clerk Assistant [11

6) Mr. Hussein Salat - Fiscal Analyst [1

7) Mr. CPA. Kosiba Joash - Chief Fiscal Analyst

8) Ms. Keziah Muthama - Fiscal Analvst 111

) Mr. Malcom Ngugm - Legal Counsel

10)Mr. Osman Hire - Research Officer 111

I 1Ms. Joan Njeri Mahinda -Research Officer 111

12)Ms. Annette Khavela - Research Officer 11

| 3)Ms. Charity Charo Kanze - Research Officer 111

14)Mr. Ibrahim Oruko - Media Relations Officer

| 5)Ms. Shirley Milimo - Audio Officer

16)Mr. Wycliffe Muwanga - Accountant 111

| 73Mr. Mr. John Chege - Serjeant-al-Arms



Mr. Speaker Sir,

The Senate Committee on County Public Accounts is the avenue through which the Senate
under the provisions of Article 96(3) of the Constitution carries out the post scrutiny of County
Crovernments Budgets.

Mr, Speaker Sir,

This report containg sixteen (16) County Executive reports for the financial year 2024/2025,
listed as volume | that were considered and adopted by the Commutice,

Mr. Speaker Sir,

Being a Select Committee, the Commitiee was constituted at the commencement of

the First Session in September, 2022 pursuant to Senate Standing Order 193(4) which requires
the County Public Accounts Committee to be constituted after a general election and shall serve
for a period of three sessions. Therefore, the Committee commenced its business in the month of
February, 2023,
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EXECUTIVE SUMMARY
Mr. Speaker Sir,

Pursuant o Article 229(7) and (8) of the Constitution, this report embodies the findings and
recommendations of the Senate County Public Accounts Commitiee following its consideration
of the Auditor-General's reports on the financial statements of sixteen (16) County Executives
for the Financial Yenr 20242025,

The Committee’s mandate, derived from Article 96(3) of the Constitution and Senate Standing
Order No. 193, is to exercise oversight over national revenue allocated to county povernments
and examine the reports of the Auditor-General, In executing this mandate, the Commitee
identified pervasive and systemic fiduciary risks across the countics reviewed, pointing to a
fundamental weakness in financial governance and internal controls. These findings underscore
a significant departure from the principles of public finance as enshrined in Arnticle 201 of the
Constitution, which demands openness, accountability, and prudent and responsible use of
public money.

Key Fiduciary Risks and Observations
The Committee’s examination revealed a pattern of recurrent issues that threaten the stability
and developmental objectives of county governments:

1. Failure of Accountability and Record Management: A majority of County Executives
were in breach of Section 62 of the Public Audit Act, 20135, by failing 1o submit or
delaving the submission of essential documents to the Auditor-General. This obstruction,
leading to Disclaimer or Qualified audit opinions, contravenes Article 232(1)(b) of the
Constitution on efficient and transparent service delivery, Furthermore, the lack of proper
record management, including failure o mmnain updated Fixed Assets Registers
(contrary 1o Regulation 136 ol the Public Finance Management (County Governments)
Regulations, 2005) and maccurate financial reporting (contrary 10 Section 164 of the
PIEM Act, 2002), makes it impossible to ascertain the true financial position of these
entities and exposes public assets to the risk of loss, waste, and misusc.

1. Breach of Fiscal Responsibility Principles: The persistent and unsustainable wage bill
remains a4 grave concermm. Many countics violated Regulation 25(1 b} of the PFM
(Coumy Governments) Regulations, 2015 by spending well above the 35% threshold of
total revenue on emplovee costs. This fiscal indiscipline crowds out development
expenditure and dircetly undermines the objects of devolution under Aricle 174 of the
Constitution. Further, the accumulation of massive pending bills, with some dating back
yvears, constitules o failure w abide by Regulation 41(2) of the PFM (County
Governments) Regulations, 2005, which requires debt service payments 10 be a first

11
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charge on the County Revenue Fund. This has crippled local economies and placed an
unfair burden on service providers,

Systemic Weaknesses in Revenue Management: The failure to update valuation rolls
as required by Section 3 of the Valuation for Rating Act (Cap. 266) has led 1o significant
losses in potential property tax revenue. Weak internal controls, including the use of cash
at collection points and delays in banking revenue (contrary to Regulation 81(2) of the
PI'M (County Governments) Regulations, 2015), expose county lunds 1o révenue
leakages and misappropriation. This directly contravenes the duty of a County Treasury
o mobilise resources for funding budgetary requirements under Section 104 1id) of the
PFM Act, 2012,

Violation of Human Resource and Ethical Standards: The Committee observed
widespread non-compliance with statutory and ethical guidelines. This includes:

a) Breach of the National Cohesion and Integration Act. 2008, with county
work forces comprising over 90% {rom one ethmie community, fmling 1o represent
the diversity of Kenya.

b) Violation of the Employment Act, 2007 (Section 19(3)), where employees' net pay
fell below one-third of their basic salary due to excessive deductions.

c) lrregular payments 1o the Council of Governors (COG) from County Revenue
Funds, which is unlawful under Section 37 of the Imtergovernmental Relations
Act, 2012, as the COG 15 to be funded by the national government.

d) Failure to safeguard employee pension deductions, with some countics holding
millions in pension arrears, in breach of Regulation 22(2)a) of the PFM (County
Governments) Regulations, 2015,

Failure of Project Management and Value for Money: Numerous projects across the
counties were stalled, imcomplete, or not operationalised despite significant expenditure,
This represents a failure by acecounting officers 1o ensure resources are used in an
elfective. elficient. and economical manner as mandated by Section 149(1 )b of the PFM
Act, 2012, The construction of facilities withoul ensuring utilities, equipment. or stafl
demonstrates poor project conceptualisation and a lack of integrated planning.

Disregard for Internal Controls and Owersight: The absence of risk management
policies (Regulation 158 of the PFM (County Governments) Regulations, 2015) and
functional audit committees (Section 167) in several counties exposes public funds 1o
unmitigaled nsks. The falure by management to implement prior years’ audn
recommendations, in direet contravention of Section 33 of the Public Audn Act, 2015,
shows a systemic disregard for parliamentary oversight and the rule of law, as these
matters remain unresolved cvele after evele,

12



Conclusion

The collective weight ol these observations paints a picture of o governance system under
significant strain. The consistent {ailure to adhere to the Constitution. the PFM Act, and
attendant regulations undermines the very foundation of devolution, which is 1o bring resources
and decision-making closer 1o the people for mproved service delivery and development. The
Committee is of the firm view that without urgent and decisive action to enforce accountability,
surcharge culpable officers, and strengthen internal controls, the financial stability and
developmental goals of county governments will remain under serious threat.,

The specific observations and binding recommendations for each of the fifteen counties are

detailed in the subsequent chapiers of this repon.
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GENERAL OBSERVATIONS AND RECOMMENDATIONS

The Commitice observed that the reports of the Auditor-General considered herein contain audit
1ssues that recur across multiple county entities. These systemie challenges indicate deep-seated
weaknesses i financial  management.  imtemal controls, and governance frameworks.
Consequently, the Committee makes the tollowing general observations and recommendations
applicable to all county governments:

1.0, Asset Management: Lack of Updated Fixed Assets Registers and Land Ownership
Documents

Committee Observations

The Committee observed that a sigmilicant number of county entities:

1. Failed to maintain on updated, comprehensive Fixed Assets Register (FAR) in the format
prescribed by the Public Sector Accounting Standards Board (PSASB). Critical details
such as serial numbers, acquisition dates, costs, and locations were oflen missing,
contravening Regulation 136(1) of the PFM (County Governments) Regulations, 2015,
Had not formally adopted and implemented the report of the Inter-Governmental
Relations Technical Committee (IGTRC) on assets and liabilities inherited from defunct
local authorities, casting doubt on the accurate statement of their asset base.

3. Commenced and completed significant capital projects on land for which they did not
possess title deeds, centificates of lease, or valid allotment letters, exposing public
investments to legal disputes and potential loss.

Committee Recommendations
The Committee recommends that:
1. All County Governors must immediately complete the physical verification, valuation,

L

and tagging of all county assets. A comprehensive Fixed Assets Register. in strict
compliance with the format prescribed by the PSASB, must be finalized and submitted 1o
the Office of the Auditor-Gieneral (OAG) within ninety (90) days of the adoption of this
Report,

All County Governors must, within ninety (90) days, formally adopt the IGTRC report
and provide o clear status update on the implementation of its recommendations,

b3

including the transier and recognition of all inherited assets and habilities,

3. All County Governors are directed 1o prionitize the acquisition and regularization ol ttle
deeds lor all land parcels on which public projects are situated. A status report on this
titling process, with clear timelines for resolution, must be submitted o the Office of the
Auditor General within 90 davs of adoption ol this Report; and

14
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The Office of the Auditor General to review and report on the progress of these matters in
subsequent linancial vear audiis.

2.0. Revenue Management: Ouidated Valuation Rolls and Weak Revenue Collection
Systems

Committee Observations

The Committee noted that many County Governors:

Continued to rely on outdated valuation rolls, some dating back decades, for billing land
rates and property rents. This practice. contrary to Section 3 of the Valuation for Rating
Act (Cap. 266) and Section 30{1) of the National Rating Act, 2024, results in significant
revenue loss as it fails 1o reflect current market values,

. Operated revenue collection systems with significant intermal  control  weaknesses,

including a lack of integration between systems, an inability 10 generate proper invoices
and audit trails, and excessive relisnce on vendors with full administrative access to
systems and data.

Committee Recommendations
The Committee recommends that:

1.

ra

All County Governors must expedite the preparation, approval, and implementation of an
updated valuation roll in sccordance with the Valuation for Rating Act (Cap. 266) and the
National Rating Act, 2024, to ensure optimal and equitable collection of property rates.

All County Governors must ensure their revenue collection systems are fully automated,
mtegrated with the County Revenue Fund, and have robust intenal controls, including
proper segregation of duties. comprehensive audit trails. and full ownership and control of
all data by the county.

The CHTice of the Auditor General 10 specifically review the status of valuation rolls and
the effectiveness of revenue system controls in the next audit evele.

A0, Financial Management: Accumulation and Non-Disclosure of Pending Bills
Committee Observations

I

The Committee observed with concern that the accumulation of pending bills (trade and
other payables) remunns a pervasive problem. The total gquantified hability from pending
bills across the 15 counties for the FY 2024/2023 is at least Kshs. 32.3 billion. However,
the more significant risk lies in the fact that o substantial portion of this debt is
unsupported, long-outstanding, and unreconciled, rendening the true hability potentially
much higher.
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Many counties have payables exceeding Kshs. 1 billion, with significant portions
outstanding for over 363 days. This contravenes Regulation 41(2) of the PFM (County
Governments) Regulations, 2015, which requires debt service payvments, including
verified pavables, to be a first charge on the County Revenue Fund. The failure 10
provide proper ageing analyses and supporting documentation for these payables renders
financial statements inaccurate and unverifiable.

Committee Recommendations
The Committes therefore recommends that:

L

]

I'rade pavables due for more than 365 days be considered indicative of poor financial
management, and the County Executive must provide an actionable payment plan to the
Controller of Budget (CoB) within ninety (90) days of the adoption of this report.

All county povernments must prioritize the payment of verified pending bills owed to
staff, stututory deductions (KRA, NSSF, NITA), and pension funds within ninety (%)
davs of the payables becoming due, as these constitute a first charge.

. The Ethics and Anti-Cormuption Commission (EACC) to investigate pending bills,

particularly those owed to staff and statutory bodies, to establish whether funds due were
retrieved from the County Revenue Fund and, if so, how they were utilised, with a view to
recommending prosecution of hable persons.

. The Controller of Budget is directed to consider a county’s efforts 1o clear inherited

pending bills as a key factor when approving exchequer releases, and should not approve
releases for subsequent gquarters where an approved pavment plan is not being adhered to.
that all County Governments pay verified pending bills amounting to less than Ksh. |
billion by the end of this financial vear and those above Ksh.l billion by the end of the
financial year 2026/2027; and

The Commuttee further recommends that—

i, pursuant to the provisions of Regulation 41(2) & (3) of the Public Finance
Management (County Governments) Regulations, 2015, County Governments
prepare and submit 1o the Controller of Budget, a payment plan, prionitizing
pavment of pending bills as a first charge on the County Revenue Fund, failure to
which the subsequent quarter budget releases will not be done;

1. the Controller of Budget takes into consideration the efforts made by a county
government 1o clear inherited pending bills when approving exchequer releases:



. County Governments shall only pay pending Bills contained in their respective
procurement plans pursuant to Regulation 50 (2) & (3) of the Public Finance
Munagement (County Governments) Regulations;

v, Supplementary budgets for county governments are prepared in the 3rd Quarter to
curb instances of arbitrary re-allocations out of the approved budget estimates;

v.  County governments, in consultation with the Controller of Budget, to provide o
budger for completion of all existing projects and that initiation of new projects to
cease until completion of the existing projects;

vi. County governments shall conduct public participation while formulating
supplementary budgets, failure to which the Controller of Budget (CoB) shall not
approve the supplementary budgets; and

vil.  The Office of Controller of Budget and the Senate will monitor compliance and
apply sanctions if payment plans are not honoured.

4.0 Financial Management: Pensions and Pension Arrears
Committee Observations
I. A Mulu-Agency Technical Taskforce (MATT) on County Pension Liabilities,
commissioned by the Senate and Chaired by the National Treasury in its report dated 9
April 2025, addressed to the Senate, noted

{a) County Governments comprising the Executive, Assembly and Water Services Boards
owe pension schemes a total of Ksh—115.7 billion, inclusive of principal, interest,
penalties, and the actuarial deficit. The debt composition is Ksh. 103.2 billion by the
County Executive (89%), Ksh. 9.2 billion by Water Service Providers (%) and Ksh, 3.2
billion by the Countv Assembly {3%),

(b} The report also noted that Pension debt had accumulated over the years from KSh. 21.3
billion (18 per cent of the total unremitted funds, inclusive of interest, penaltics, and
actuarial deficit) relating to the defunct Local Authorities, which accrued during the pre-
devolution period, was transferred 10 Ksh. 1157 billion (82 per cemt of the ol
unremitted funds) as st 31" October 2024,

2. The Committce, in its examination of the audit reports for the financial vear 20242023 for
the fifteen counuies, observed that the total aggregated specific fiduciary risk related
1o pensions and pension arrears amounts to Kshs, 3,932,745 989,

3. The total aggregate specific pension arrears fiduciary risks cover Nyen County Executive
with long outstanding emplovee pavables (including pensions totalhing Ksh. 110,483,849,
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Narok County Exccutive with unremitted retirement benefits  contributions  totalling
Kshs 1,91 1,131.070; Bomet County Executive with Irregular Payment of Salaries and
Personal Allowances (including overpavment of basic salary o former local authority stafl,
which constitutes a  pensionable  lability) and Unremitted Retirement  Benelits
Contributions amounting to Kshs 1,911,131,070

Committee Recommendations

. All County Governments must provide a certificate of compliance from county pension
schemes as prool of payment or non-payment of previous year's budgel pension
deductions to the Controller of Budget before release of Funds.

2. All County Governments and their entities must prepare and approve budgets that are
consistent with the repayment plans. As a precondition for approving budgets. the CoB
shall ensure that budgets incorporate the agreed repayvment plans prior o approving
county budgets, Furthermore, the CoB shall ensure that the provided budgets are used for
the intended purpose,

3. A County Executive with a pension debt of 300 million or less shall repay the pension
debt within one Financial Year effective FY 2025/26.

4. A County Executive with pension debt of Ksh. 1.5 billion and below shall with effect
from the financial vear 2025/26 make annual payments of at least Ksh. 300 million per
vear over a period of 5 vears or until full settlement, whichever comes first

5.0 Fiscal Responsibility: Unsustainable Wage Rill

Committee Observations

The Committee observed that many county entities have a wage bill significantly exceeding the
15% of total revenue threshold set by Regulation 25(1)(b) of the PFM {County Governmenis)
Regulations, 2015, The total gquantified wage bill fiscal risk exposure across the examined
counties is Kshs. 39,847 949 657 (approx. Kshs. 39.85 billion), This figure represents the total
expenditure on employee costs reported for the Financial Year 20242025, which in every case
excecded the statutory limit of 35% ol tofal revenue., creating a significant and unsustainable
fiscal risk.

In some instances. the wage bill consumed over 50% of total receipts. T'his high recurrent
expenditure severely constrains the fiscal space available for development projects. threatening
the objects of devolution under Article 174(1) of the Constitution.

Committee Recommendations

The Committee recommeends that:
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. All County Governors must submit 1o the OAG and the Senate, within ninety (90) davs, o

time-bound action plan detatling specific measures to contain the wage bill and ensure
strict adherence to the 35% statutory Limat.

All County Governors must put in place measores 1o enhance their own-source revenue
collection 1o increase the total revenue base. thereby reducing the wage-to-revenue ratio.

. Pursuant to the ||igh Court orders in Mating! v Salaries and Renmumeration Commission &

another [2026] KEHC 755 {KLR), the Salaries and Remuneration Commission (SRC) is
directed 10 submit 1o the Committee a detailed affidavit outlining time-bound strategies it
has developed and is implementing to achieve a 35% public wage bill to revenue ratio and
collaborative measures being jointly implemented in conjunction with the County
Crovernments.

. The Office of the Auditor-General should continue monitoring and specifically reporting

on the wage bill ratio in subsequent financial vears.

6.0 Budget Execution: Delayed Excheguer Releases and Under-Collection of Own-Source
Revenue

Committee Observations

The Committee observed that budget implementation was consistently hampered by two factors:

o

Persistent delays by the National Treasury in disbursing equitable share and conditional
grants 1o counties, often releasing substantial sums in the last quarter or afler the close of
the financial year. This contravenes Article 219 of the Constitution and Section 17(6) of
the PFM Act, 2012,

. Chronic under-performance by countics in collecting their own-source revenue (OSR),

with many failing to meet their annual targets by significant margins, indicating
weaknesses in revenue administration,

Committee Recommendations
The Committes recommends that:

The National Treasury must strictly comply with its constitutional and statutory mandate
by ensuring timely and predictable release of funds 1o county governments in line with the
cash disbursement schedules approved by the Senale.

. All County  Governors must  develop and implement  robust, data-driven  revenue

enhancement plans 1o improve OSRK collection and meet annual targets, reducing over-
reliance on national transfers.

All County Assemblies must exercise their oversight authority under Article 201 of the
Constitution 1o ensure thal annual budgets are realistic and based on credible revenue
projections.



7.0 Human Resource Management: Non-Compliance with Ethnic Diversity and PWD
Employment Quotas

Committee Observations

The Committee observed a systemie fatlure across counties to comply with legal frameworks on
diversity and imelusion.

I. The ethnic composition of safl in many counties overwhelmingly (ofien over 90%)
represents the dominant local community, in clear violation of Section 7(2) of the
National Cohesion and Integration Act, 2008, which prohibits any public establishment
from having more than one-third of its staff from the same ethnic community.

Most counties faled o meet the 3% siatutory employment quota for Persons with
Disabilities (PWDs). as mandated by Article 54(2) of the Constitution and Section 13 of
the Persons with Disabilities Act, 2003,

Committee Recommendations

The Committee recommends that:

1. All County Public Service Boards (CPSHBs) must strictly adhere to Section 65(1)(¢) of the
County Governments Act, 2012, and ensure that at least thirty percent of vacant posts at
entry level are filled by candidstes who are not from the dominant ethnic community in
the county,

All CPSBs must develop and implement targeted affirmative action plans, as envisioned
by Article 27(6) of the Constitution, to progressively achieve the 3% employment
reservation for Persons with Ehsabilities,

3. The Standing Committee on National Cohesion, Egqual Opportunity and  Regional

Integration is urged 10 underinke a posi-legislative scrutiny on the application of Section
7(2) of the National Cohesion and Integration Act to county govemmmenis, given the
unigque demographic realities of some counties.
8.0 Payroll Management: Vielation of the One-Third Basic Salary Rule
Commitiee Observations
The Committee observed that in almost every county, numerous employees earned a net salary
of less than one-third of their basic pay, a direct contravention of Section 19(3) of the
Employment Act, 2007, This was often attributed 10 new stalutory deductions (e¢.g., Housing
Levy, SHIF) and existing loan commitments, indicating a failure in payroll system controls.
Commitiee Recommendations
The Comminee recommends that:
1. All County Public Service Boards, in coordination with their respective County
Treasuries, must fully implement and configure their Human Resources Information
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Systems (HRIS) 1o amomatically lock out any loan or other commitments that would
cause an employee's net pay to lall below the legal two-thirds threshold. as required by
sound imternal control systems under Regulation 1535 of the PFM (County Governments)
Regulations, 2015,

The Public Service Commuission, in coordimation with all CPSBs, should review Section C
(3) of the Human Resource Policies and Procedures Manual and propose standardized
mechanisms 1o ensure compliance with the one-third rule, reporting their findings to the
Senate within 90 days.

9.0 Governance and Internal Controls: Failure to Act on Prior-Year Audit Issues and
Establish Key Committees
Commitiee Observations

The Committee noted with concern that:

l.

Most county entities failed to take adequate action on audit issues raised in previous
financial years, even afier reports were considered and adopted by the Senate. This
persistent iaction is a vielation of Section 53 of the Public Audit Act, 2015,

Many counties had not established critical governance structures such as functional Audit
Committees (contrary to Regulation 167 of the PFM (Coumty Governments) Regulations,
2013) and formal Risk Management Policies and Disaster Recovery Plans (contrary to
Regulation 158), leaving them exposed to significant operational and financial risks.

Committee Recommendations
The Committee recommends that:

Tl

All Accounting Officers must comply with Section 33 of the Public Audit Act, 2015, by
taking the necessary steps to implement the recommendations of the Auditor-General and
the Senate. A comprehensive status report on  the implementation of  these
recommendations must be submitted to the Senate and the OAG within ninety (90) days
ol the adoption of this repot,

- All Counmy Governors must expedite the establishment and operationalization of Audit

Committees as a matter of priority, ensuring they are adequately funded and resourced to
perform their oversight function,

. All Accounting Officers must urgently develop, adopt, and implement comprehensive

Risk Management Policies. meluding fraud prevention mechanisms, and Business
Continuity/Disaster Recovery Plans, as required by Regulation 158 of the PFM (County
Governments) Regulations, 2013, Copies of the approved policies and plans must be
submitted o the OAG within ninety (90) days.
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4. The Salaries and Remuneration Commission (SRC) should review the compensation
framework Tor Audit Committee members 10 ensure it 15 attractive enough o recruit and
retann qualified and expenienced professionals,

5. The Othee of the Auditor-Generalto list all unresolved prior-vear audit issues
promimently in subsequent audit reports and o monitor the establishment and
effectiveness of Audit Commitiees and risk management frameworks.

1, Payment of Salaries outside the IPPD

Committee Observation

The Committee noted that some Counties Executive were making pavments of salaries for some
of its emplovees outside the Imegrated Personnel and Pavroll Database (IPPD) System.

Committee Recommendations

The Committee recommends that;

I. The Senate notes that the process of issuance of Personal File numbers is inefficient in
counties and therefore directs the National Government (State Department of Public Service)
in comunction in the Council of Governors (CoG ) 1o prescribe and design an efficient human
resource management svstem o be used by counties;

The County Governor should ensure that casual workers are engaged in line with the

)

relevant laws and the approved staft establishment and provide a status update to the Auditor
Cieneral within 60 days of adoption of this report;

3. Pursuant to Article 235 of the Constitution of Kenya, the Committee directs that the Cabinet
Secretary (CS), Ministry of Public Service, Youth and Gender A fTairs to develop regulations
W provide guidance and clarity 1o county governments on engagement ol casual emplovees,
contracted workers, acting positions and a platform for management of county human
resources: and

4. the Auditor General to monitor the matter in the subsequent audit evele.

11. Payvment to the Council of Governors (COG)
Committee (hhservation

The Committee noted that payments made to the Council of Governors from County Revenue
Funds were wregular and unlawful since the Intergovernmental Relations Act specifies that
funding for the COG shall be drawn from the Consolidated Fund.

Commitfee Recommendations
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|. The Committee recommends that the wregular payments 1o the Council of Governors (CO()
be stopped and further recommends the surcharge of any Governor, in their capacity as Chief
Executive Officer, who continues to make the irregular contribution,

2. The EACC should oversee the recovery of all the public funds irregularly wansferred 10 the
Council of Governors (COG) by the Govemor. This is in line with the Resolution of the
Senale.

12, Delay and non-submission of documents
Committee Observation

The Commattee noted that the County entities did not submit or made late submissions of the
relevani documents 1o the Auditor General during the audit exercise contrary 10 section 62 of the
Public Audit Act, 20135,

Committee Recommendation

The Committee recommends that the County Chief Executive Officer (CEO) undertakes
administrative action{s) against the responsible officer(s) who failed o provide documents to the
auditors at the time of audit in accordance with section 156 of the Public Finance Management
Act, 2012 and provide a status report to the Office of the Auditor General within sixty (60) days
from the adoption of this report. Where such failure has led 10 a Disclaimer opinion, the
Commitiee recommends the sanctions outlined in Section 62(2) of the Public Audit Act. 2015.

13, Outstanding imprests
Committee Observations

The Committee noted that the County entities had substantial amounts of outstanding imprest by
the close of financial vear contrary to Regulations 93(5) of the Public Finance Management
(County Government) Regulations, 2015 which reguires a holder of a temporary imprest to
account for the imprest within seven days afier returning 1o duty station.

Committee Recommendation

I. The Comminee recommends that the Accounting Officer(s) recover the outstanding imprests
with interest as per provisions Regulation 93 (6) of the Public Finance Management (County
Governments) Regulation,
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2. The Committee further recommends the sanction and surcharge of Accounting Officers who
fail 10 recover outstanding imprests in line with Regulation 93(7) of the PFM (County
Crovernment) Regulations, 20135,

14, Lack of a Risk Management Policy Framework
Committee Observations

The committee noted that a number of county entities did not have a risk management policy
framework in place, The commitee further observed that lack of risk prevention mechanism
may expose the entities 1o various forms of nisks.

Committee Recommend:ations

The Committee recommends that the Accounting Officer for all county entities should put in
place a risk management policy and disaster recovery plan within sixty (60) davs from the
adoption of this report and submit the same to the Auditor General. The committee further
recommends that the Auditor General to closely monitor the development, documentation and
communication of these policies within the county entities in the subsequent audit cveles.



INTRODUCTION

Legal Framework

Article 174 of the Constitution sets out the objects of devolution and gives power to the
people for self-governance through participation of the people in the exercise of decisions
affecting them and managing their own alfairs and development. Key to this feature is ensuring
equitable sharing of resources.

Article 201 of the Constitution outlines the principles of public finance management 10 be
observed al both levels of government. These include openness, accountability, public
participation, prudent and responsible financial management.

Office of the Auditor-General

The Office of the Auditor-General is established under Article 229 of the Constitution. Pursuant
to Article 229%4) the Auditor General audits and reports in respect of each financial year the
accounts of all county governments. The reports are then submitted to Parliament in sccordance
with Article 2297). The reports, once tabled, stand commitied 1o the County Public Accounts
Committee for consideration.

Sittings of the Commitiee

The Committee held meetings with  the County Government entities  from  the
Month of January 2026 where it considered the reports of the Auditor-General for various
county entities.

The sittings were primarily investigatory and the Committee received evidence from the
Governors as the Chiel Executive Officers of the County pursuant to Article 179 (4) of the
Constitution.

Issues for Determination

The main issues for investigation and determination were the various auwdil queries
contained in the report of the Auditor-General on the financial operations of the various
counties for the financial year 20242025

Guiding Principles

The main issues for investigation and determination were the varous audit queries
contained in the report of the Auditor-General on the financial operations of the various
counties for the linancial vear 2024/2025. This report is issued pursuant to the requirements of
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Mpr. Speaker Sir,

It is therefore my pleasant duty and privilege, on behall of the County Public Accounts
Commitiee, to table this report and commend it 1o the House for debate and adoption
pursuant o the provistons of the Senate Standing Order 223(6).
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CHAPTER ONE

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF THE AUDITOR GENERAL ON AUDITED FINANCIAL STATEMENTS
OF VIHIGA COUNTY EXECUTIVE FOR THE FINANCIAL YEAR 2024/2025.

Ihe Geovernor of Vihiga County Executive Hon, Wilberforce Ottichillo, EGH. appeared before
the Commitiee on Monday, 26" Feb, 2026 to respond (under oath) to audit queries raised i the
Report of the Auditor General on County Executive, Receiver of Revenue and County Revenue
Fund of Vihiga County for the Financial Year 2024/25.

REPORT ON THE FINANCIAL STATEMENTS
Oualified Opinion
Basis for Qrualified Opinion

L. Failure to Capitalize Property, Plant and Equipment

The statement of financial performance statements reflects an amount of Kshs. 1, 432,268,408 in
respect of use of goods and services as disclosed in Note 8 (o the financial statements. Included
in the amount is expenditure of Kshs. 307,636,974 incurred on rehabilitation of civil works and
an expenditure of Kshs.303,085,635 incurred on constructions of civil works. all amounting to
Kshs.610,722.609.

Review of records revealed that the two (2) expenditure items were of capital nature and should
have been capitalized in accordance with the IPSAS 33 on transition to Accrual Basis of
Accounting.

In the circumstances, the accuracy and fair presentation of the expenditure amounting to
Kshs.610, 722,609 under use of goods and services could not be confirmed,

Management response.

The management acknowledged the Auditor’s observation on the above subject matter and
responds as follows;
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During the Guidelines preparation of the financial statements for 2024-2025 financial year, we
relied heavily on the General on Asset and Liability Management in the Public Sector from the
National Treasury, National Asset and Liability Management Directorate. In the guidelines, pan
IV (E-Accounting for non-financial assets section 112 gives guidance on capitalization of
assets and threshold and 1t states: the capitalization threshold is the value above which assets are
capitalized and reported in the financial statements as non-financial assets as opposed 1w being
expensed in the year of acquisition. The capitalization threshold should not be applied to the
components of an asset but should be applied to the value of the capital asset as a whole.

All other expenditures shall be recognized as an expense in the period in which it oceurred. In
particular, expenses incurred in the maintenance or reinstatement of an asset that ensures that the
uscful operating life of the asset is anained shall be considered as operating expenses and shall
not be capitalized, irrespective of the quantum of the expenses concerned.

Since we are in 1™ vear of transition to accrual basis of accounting and as per the IPSAS 33 (first
time adoption) we are required to recognize the financial assets and labilities, that 1s, current
assets and liabilities as guided by the Treasury Circular No. 03/2025 part 2.3 and also develop
policies of recognition. The county has since developed an assets and liability management
policy which will guide on the capitalization and other assets management areas like identifving
and revaluing, classifving of assets for them to be reported in the financial statement in the last
vear of the transition, which is FY 2026-2027,

Committee Observations

1} The Committee observed that the County Executive misapplied the provisions of IPSAS 31
on the transition 0 the Accrual Basis of Accounting. Expenditure of Kshs.610.722.609,
which was capital in nature, was erroneously charged 1o the "use of goods and services”
account instead of being capitalized as Property, Plant. and Equipment contrary 1o Section
163(2) of the PFM Act which requires consolidated financial statements 1o present a clear
and comprehensible picture of the county government's financial position.

2) The Commitiee noted that the County has since developed the Vilga County Assets and
Liabilities Management Policy and Procedure Manual 10 guide future asset capitalization and
classification,

Committee Recommendations

1. The Committee recommends that the County Executive adjusts the financial statements
for the Financial Year 2024/2015 in the subsequent period, in strict compliance with the

28



Public Sector Accounting Standards Board (PSASB) standards and Treasury Circular
No. 03/2025 on the transition from cash to acerual basis of accounting.

2. The Office of the Auditor General to keep the matter in view and conduct follow-up
audits on classification practices and verify the County’s adherence to its newly
developed Assets and Liabilities Management Policy in subsequent financial vears.

1. Unsupported Software License Renewal Expenditure

The statement of financial performance statements reflects an amount of Kshs.1,432,268,408 in
respect of use of goods and services as disclosed in Note 8 to the financial statements. Included
in the amount was Kshs 33,974 444 in respect of expenditure for office and general supplies and
services oul of which, Kshs 3,200,040 was incurred on software license renewal.

However, review of software license renewal records revealed that only the supplier invoice was
provided for audit review with key supporting relevant documents missing such as needs
assessment report, activation records or license user allocation to confirm which users or
machines received the secondary licenses, delivery reportsiservice completion centificate to
asceriain that the services were received, tested and accepted and evidence of system use or
oulpuls tied to the renewed licenses to show that the system was in aclive use.

In addition, there was no evidence of a valid contract agreement 1o support the expenditure
mcurred on software license renewal contrary to Regulation 104(1) of the Public Finance
Management (County Government) Regulations, 2015 which states that all receipts and
payments voucher ol public moneys shall be properly supporied by pre-numbered receipt and
pavment vouchers and shall be supported by the appropriate authority and documentation.

Further, there was no documentary evidence 1o show that the Management reported the direct
procurement to the Authority within fourteen ( 14) davs afler the notification of the award of the
contract since the value exceeded five hundred thousand shillings (Kshs. 300,000) and there was
no approval by the Accounting Officer for use of the direct procurement method contrary to
Regulation 90(1) (b) of Public Procurement and Asset Disposal Regulations, 2020 which
provides that an Accounting Ofticer shall, within fourteen (14) days after the notification of the
award of the contract, repont any direct procurement of a value exceeding Kshs.500,000 1o the
Authority in a format provided by the Authority,
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In the circumstances, the accuracy, completeness and regularity of expenditures on license
renewal amounting 1o Kshs. 3,200,040 could not be confirmed.

Management Response,

The management acknowledged the Auditor’s observation on the above subject matier and
responds as follows:

There was need to migrate from the old platform o new platform, ArcGIS which 15 a critical
mission platform that supports data management, analysis, visualization, and collaboration
across key projects and departments, The needs assessment was done and a report on the same 15
hereby attached for your review,

There are several user points al the GIS lab where the system is hosted and where the licence
was installed. The five (5} user points are hereby provided with the serial numbers for your
review,

A service delivery inspection of the licence was undertnken which confirmed that indeed the
licence as mstalled met the needs of the user section as per the needs assessment and a report is
hereby availed for your review.

The management entered into a valid agreement signed on 20" September, 2024 and the
agreement document is available for verification.

The management reported the direct procurement ol the hicence on the PPRA portal since no any
other vendor has the licence in Kenva. Evidence of the reporting 15 hereby availed lor your
review. (date reported)

Committee Observations

1} The Committee observed that the County Executive failed 1o provide critical supporting
documents for a pavment of Kshs.3.200,040 including a needs assessment report, delivery
report or service completion certificates, and a valid contract sgreement for audit verification
at the ime of the audit. contrary to section 62 of the Public Audit Act., 20135,

2} Further, the procurement did not comply with transparency requirements. There was no
evidence provided that the Accounting Officer reported the direct procurement, valued ot
over Kshs 500,000, to the Public Procurement Regulatory Authonity (PPRA) within fourteen
days as mandasted by Regulation 90(1)(b) of the Public Procurement and Asset Disposal
Regulations, 2020,
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Committee Recommendation

The Committee recommends that:

L.

1.

3

The County Governor undertakes administrative action against the responsible
officer{s) who failed to provide documents to the auditors at the time of audit in
accordance with section 156 of the Public Finance Management Act, and provides a
status report to the Office of the Auditor General and Senate within ninety (90) days
from the adoption of this report;

In line with Regulutinn 143 of the Public Finance Management (County Governmenis)
Regulations, 2015, the Public Procurement Regulatory Authority (PPRA) nndertakes
an investigation into the procurement and payment process. Where any loss of public
funds is established, the responsible officer(s) shall be charged and surcharged in
accordance with Section 203(2) of the PFM Act (Cap. 412A) to recover the amount of
the loss and provide a status report to the Senate within ninety (90) days from the date
of adoption of this report.

The Ethics and Anti-Corruption Commission (EACC) undertake an investigation into
the responsible officer(s) with a view to recommending their prosecution for
committing the offences stipulated under Section 62(1)b) and (¢) of the Public Audit
Act, Cap. 4128, and for violations of the provisions of Regulation 210(k) of the Public
Finance (County Governments) Regulations, 2015 and provides a status report to the
Senate within ninety (M) days from the adoption of this report.

Unconfirmed Depreciation Charge

The statement of financial performance and as disclosed in Note 10 1o the financial statements

reflects an amount of Kshs 15898111 in respect of depreciation of property. plant and

cquipment and amortization of the mtangible assets. However, the depreciation charge and
amortization were based on a draft policy that was vet 1o be approved by the County Assembly
of Vihiga and Management has not given reasons {or the delay in approval of the policy

In the circumstances, the accuracy and completeness of the depreciation amount of
kshs. 15,898,111 could not be confirmed.
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Management Response

The management acknowledged the Auditor’s observation on the above subject matter and
responds as lollows;

Dunng the preparation ol the hnancial statements for 2024-2025 financial vear, we relied
heavily on the General Guidelines on Asset and Liability Management in the Public Sector from
the National Treasury, National Asset and Liability Management Directorate. In the guidelines,
appendix 4: schedule of useful lives and depreciation gives depreciation and amortization rates
for different classes of assets.

The amount of Kshs., 15898111 was for depreciation charged on assets procured during the
year under review and whose values were readily available in our records.

The county has an approved assets and labilities management policy which will guide on
depreciation and amortization of all county assets in subscquent vears.

Committee Observation

1} The Committee observed that the depreciation charge of Kshs. 15,898,111 was calculated
using an unapproved draft policy.

2} The Committee noted that the County Executive developed a Depreciation Charge and
Amortization Policy and submitted 1o the County Assembly for consideration and approval.

Committee Recommendations

1. The Committee recommends that the National Treasury, through the Public Sector
Accounting Standards Board (PSASB), expedite the finalization and issuance of a
standardized national policy on depreciation and amortization for all public entities.
This policy, to be issucd within ninety (90) days of the adoption of this report, must
align with International Public Sector Accounting Standards (IPSAS) and provide
clear guidance to all counties.

2. The Office of the Auditor General follow-up on this matter in the next linancial vear to
confirm that the County Assembly has approved the County’s Assets and Liabilities
Management Policy and that the depreciation charge has been caleulated and applied
in full compliance with the approved policy.



4. Long Outstanding Receivables

The statement of financial position reflects balance of Kshs. 10,865,170 in respect of receivables
Irom non-exchange transactions as disclosed in Note 13 o the financial statements. However,
the following unsatisfactory matters were noted:

4.1. Outstanding Salary Advances

Included in the balance are salary advances of Kshs. 1,865,170 out of which Kshs. 1,775,438
were advances made in the year 20135 and 2017 to ten (10) members of stafl. The stafi’ members
included four (4) former staff of the County Executive, one (1) current member of stalf, one (1)
former deceased member of staff, three (3) current sitting MCAs and one (1) former MCA. The
Management of the Executive explained that a recovery of Kshs.®85,168 for two (2) officers had
been made. However, no evidence in form of pay ships was provided for audit review to support
this explanation.

Further, no reconciliation had been provided to show the movement of the stall advances
opening balance of Kshs, 1,950,338 and the closing balance of Kshs, 1,865,170,

In  the circomstances, the accuracy and  recoverability of  the receivables  from
non-exchange transactions (staff advances) balance of Kshs. 1865, 170 as at 30 June, 2025 could
not be confirmed.

Management Response

The management acknowledged the Auditor’s observation on the above subject matter and
responds as follows,

Some of the long outstanding salary advances were advanced to Members of the County
Assembly when the payroll was still managed centrally at the County Executive. The payroll
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was separated in September, 5. The County Executive wrote to the County Assembly
requesting the recovery of the oustanding advances from the members of the county assembly.
The Assembly asked for the dully filled and signed salary advance forms for them to affect the
FECOVETY,

Demand letters were also done by the office of the County Attorney to Mr. Sande Mukuna and
Mrs. Florence Khaguli, who also wrote back requesting for copies of the salary advance forms.

It is important to note that the County experienced an office fire incident in 2™ December, 2016
where these forms were stored,

Siee the efforts 1o recover has been hampered by lack of these vital documents, the
management is considering to initiate the write off process as provided in law,

However, the recovery schedule and pay slips for the two officers whose recoveries were on the
pavroll are hereby attached for your verification.

The reconciling figure between kshs. 1,959,338 and kshs. | 865,170 was the amount recovered
from the two staft as highlighted by the Auditor, of kshs. 85,168,

Committee Observations
The Committes observed that;

1) Owstanding salary advances of Ksh 1.865,170, some daung back 1o 2015 remains
unrecovered and lack sufficient documentation. with only Ksh 85,168 reportedly recovered
at the time ol audit.

2} Records for some these advances were reportedly destroved in a fire, complicating recovery
and legal enforcement efforts.

3} The Committee noted that the munagement indicated that some of the advances comprised
unrecovered imprests. This is a serious breach of Regulation 93(6) of the PFM (County
Crovernments) Regulations, 2015, which mandates immediate recovery of imprests from an
ollicer's salary upon failure to account.

Committee Recommendations

1. The Committee recommends that the accounting officer surcharges the accounting
officers who failed to recover the imprest, with interest at the prevailing Central Bank
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Rate, shall be recovered from their dues or personal accounts from the deceased
officer, in accordance with paragraph 93(6) of the Public Finance Management
{County Governments) Regulations, 2015,

2. The Committee further recommends that the Directorate of Criminal Investigations
investigate the breach of Regulation 937) of the Public Finance Management (County
Governments) Regulations, 2015, by the Accounting Officer lor failing to recover
outstanding imprests, with interest at the prevailing Central Bank Rate, shall be
recovered from their dues or personal accounts where criminality is established, the
matter should be referred to the Director of Public Prosecutions for prosecution,

4.2. Recoverability of Amount Due from the County Assembly

MNote 13 1o the financial statements also reflects a balance of Kshs 10,865,170 in respect of
receivables from non-exchange transactions. Included in the balance was Kshs 9,000,000 in
respect of transfers due from County Assembly. However, review of receivables’ records
revealed that the County Executive transferred Kshs, 38,000,000 1o the County Assembly on 25
February, 2021 and Kshs.6,000.000 on 23 November, 2021 totaling to Kshs. 44,000,000, being
[unds pad trom deposit and retention account to bridge a shortfall on County Assembly’s Car
Loan and Mongage account. However, only Kshs. 35,000,000 had been refiunded as at 30 June,
2025 leaving a balance of Kshs. % 000,000

In the circumstances, the recoverability of the amount advanced 1o the County Assembly
amounting of Kshs. 9,000,000 as at 30 June, 2025 could not be confirmed.

Management Response

The management acknowledged the auditor’s observation on the above subject matter and
responds as follows;

The County Executive wrole a letter 1o the County Assembly on the amount in question. The
Assembly responded 1o the letter and committed 1o budget for it in FY 2025/2026 (o enuble the
refund. The County Exceutive expects the Assembly 1o budget the same in the 2™
supplementary budget since this was not captured in the original budget of FY 202572026,
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Committee Observations

The Commuttes observed that:

3]

i)

The Committee observed that Kshs. 9,000,000 advanced to the County Assembly in Financial
Years 202| and 2023 remains unrecovered. The advance was drawn from the deposit and
retention account, which holds funds belonging to contractors and supplier’s contrary 1o
section 109(2) and 109{4) of the PFM Act, which requires all money raised or received by
the county to be paid ino the County Revenue Fund and wsed only for appropriasted
PUrposes.

The Commutiee noted a further imegular advance of Kshs 5,000,000 for a housewarming
party for the County Assembly Speaker. This expenditure was clearly not in the public
interest and constitules wasteful and unauthonised expenditure as defined in the PFM Act,

The Committee noted that the County entity did not submit the relevant documents o the
Auditor General during the andit exercise contrary to section 62 of the Public Audit Act,
20135.

Commitiee Recommendations

In line with Section 96(1) of the PFM Act, the Committee recommends that the County
Executive Committee Member for Finance immediately halts any further unauthorized
transfers and ensures the recovery of the full Kshs. 14,000,000 (Kshs.9 million + Kshs.5
million) from the County Assembly and provides a status apdate to the Office of the
Anditor General and the Senate within ninety (M) days of the adoption of this report;

The Office of the County Governor undertakes administrative action against the
responsible officer(s) who failed to provide documents to the auditors at the time of
audit in accordance with section 156 of the Public Finance Managemeni Act, and
privides a status report to the Office of the Auditor General within (90) days from the
adoption of this report;

The Committee recommends that the Ethics and Anti-Corruption Commission { EACT)
conduct a thorough investigation info these unauthorized and irregular transfers to
establish any culpability for cconomic crimes and provide a status update to the Office
of the Auditor General and the Senate within ninety (%0) days of the adoption of this
Report
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4. The Committee recommends that the responsible officeris) who authorized the
irregular and wasteful expenditure be surcharged in accordance with Section 65 of the
Public Audit Act, Cap. 412B, for their failure to recover public funds.

5. Long Outstanding Trade Pavables

The statement of financial positton and as disclosed in Note 16 to the financial statements
reflects a balance of Kshs. 1, 710,935,139 in respect of trade and other pavables. The balance
includes trade payables of Kshs. | 480,433,982 comprising of Kshs 973 403,663 or 63% for the
previous financial vears’ and Kshs. 507,028,283 or 35% for the current vear. However, the
County Executive risks incurring additional losses in form of interest and penalties ansing from
continued delay in the settlement of the payvables. In addition, failure to settle debts during the
vear in which they relate distorts the financial statements and adversely affects the budgelary
provisions for the subsequent yvear as they form a first charge.

In the circumstances, the accuracy and completeness of the long outstanding payables balance of
Kshs. 1,710,935,139 as at 30 June, 2025 could not be confirmed.

Managemeni Response
The management acknowledged the Auditor's observation on the above subject matter and
responds as follows:

At the time of preparation of the financial statements of the vear under review, County Pending
Bills Committee had a draft pending bill report of Kshs. 1,480,933,139 as captured in the
financial statements. This was later veritied and Kshs. 1,058,675.821 determined as the correct
trade pavable as at 30" June, 2025, This will be adjusted accordingly in the subsequent period.

The County Executive of Vihiga is committed to settle these acerued payables in two financial
vears, that is, by the end of FY 2026/2027, In the financial year 2025/2026, management has
provided for Kshs, 589,477,169 in the approved supplementary budget,

Committee Observations
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I'he Committee observed that:

1} As at June 2025, trade payables amounted to Ksh 1L710,930.513, with 63% relating to prior

financial years and 35% to the current financial year,

2} The Committee noted the management's assertion that the figure has been reduced to

Kshs.1,058,675.821 post-venilication, However, this revised figure lacks supporting
documentation and therctore requires independent verilication by the Auditor-General to
confirm its accuracy and legality.

Committee Recommendations

The Committee therefore recommends that:

rh

that trade pavables due for more than 365 days be considered indicative of poor
Minancial management and that the County Executive provides actionable payvment
plans to the Controller of Budget (CoB) within ninety (90) days of the adoption of this
report, lailure to which the subsequent gquarter budget releases will not be effected;

that the County Executive pays all payables due to stafl within ninety (90) days of the
pavables becoming due, failure to which the subsequent quarter budget releases will
not be effected;

that the County Executive pavs all statutory deductions to the relevant agencies within
the statutory deadlines’ failure to which the subseguent guarter budget releases will

not be elfected;

that the County Executfive pavs all pension deductions to the relevant funds within
ninety (%) days of the deductions becoming due, failure to which the subsequent
quarter budget releases will not be effected;

that the Ethics and Anti-Corruption Commission investigates the pending bills owed 1o
staff, statutory deductions and pensions to establish whether any funds due to stafl
were retrieved from the County Revenue Fund, and if so, how the funds were utilised,
with a view to recommending the prosecution of persons determined liable for
misdirecting the funds;

that all County Governments pay verified pending bills amounting to less than Ksh. 1
billion by the end of this financial vear and those above Ksh.1 billion by the end of the
financial year 2026/2027; and
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The Committes Turther recommends that—

i, pursuant to the provisions of Regulation 41(2) & (3) of the Public Finance
Management (County Governments) Regulations, 2015, County Governments
prepare and submit to the Controller of Budgei, a pavment plan, prioritizing
payment of pending bills as a first charge on the County Revenue Fund, failure to
which the subsequent quarter budget releases will not be done;

it. the Controller of Budget takes into consideration the efforts made by a county
government to clear inherited pending bills when approving exchequer releases;

i, County Governments shall only pay pending Bills contained in their respective
procurement plans pursuani to Regulation 50 (2) & (3) of the Public Finance
Management (County Governments) Regulations;

. Supplementary budgets for county governments are prepared in the 3rd Quarter to
curb instances of arbitrary re-allocations out of the approved budget estimates;

v. County governments, in consultation with the Controller of Budget, to provide a
budget for completion of all existing projects and that initiation of new projects to
cease until completion of the existing projecis;

vi. County  governments shall conduct public participation while formulating
supplementary budgets, failure to which the Controller of Budget (CoB) shall not
approve the supplementary budgets: and

vil. The Office of Controller of Budget and the Senate will monitor compliance
and apply sanctions if payment plans are not honoured.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amoumts reflects wotal revenue budget and
sctual amounts on  comparable basis ol Kshs6390,648 472 and Kshs.5.751.275.738
respectively, resulting in an under-funding of Kshs.639.372.734 or 10% of the budget.
Similarly, the County Executive spemt Kshs 3459386518 against actual revenue of
kshs. 5,751,275.738 resulting in an under-expenditure of Kshs 291889220 or 5% aof the
realized revenue, Management has attributed the low absorption 10 late disbursement of the
exchequer by The National Treasury,
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The budget under-funding and under-expenditure affected the planned activities and may have
impacted negatively on service delivery 1o the public.

Management response.
The management acknowledged the Auditor’s observation and responds as follow;
(i) Under-funding

The County Executive appreciates the National Government of having disbursed its all-cquitable
share within the financial vear, even though larger percentage disbursed late. However, the
management budgeted for some funds expected from the donors, but these were not realized as
was budgeted for, where only Kshs. 129,633,699 was received against the expected Kshs.
T69,006,433 in respect to donor funded projects as tabulated below:

g DESCRIFTION EXPECTED ACTUALS VARIANCE
| | RMFL 104,335,372.00 | 37,535,760.00 | 66,799,61.2.00
COMMUNITY HEALTH

2 | PROMOTION 43.380.000.00 43,380,000.00
3| DANIDA 16,015,507.00 7.166,250.00 | &,849.257.00

4 | NAVCDP I58.015,152.00 | 29.305,638,00 | 128,709,514.00
5 |KDSPI 37.500,000.00 37.500,000.00
6 | UG 35,0:00,000.00 32,309.300.00 | 2,6590,700.00

7 | NUTRITION INTERNATIONAL | 2,613,932.00 2,613.932.00
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8 |FLLoCCA 116.350.444.00 | 11.476.449 304,873,005

9 | VILLAGE POLYTECHNICS 21.234.00 21,234.00

10 | FLLoCCA 22.000,000.00 | 11,840,302.00 | 10,159,698.00

11 |upG |8.278,289.00 18,278.289.00
BASIC SALARY ARREARS

12 | CGHW 15,496,503.00 15.496,503.00

TOTAL 769,006,433.00 | 129,633,699.0 | 639,372,734.00

This significantly attributed 10 under-funding.

{ii) Under- Expenditure

This was majorly caused by late exchequer releases where the County Governmen! received
Kshs. 2,223.027.419 or 39% of the total equitable share in the fourth quarter, and hence could
not fully absorbed. As a result, the variance Kshs. 291,889,220 was captured in the financial
statements as cash and cash equivalent.

Commitiee Observations

The Commuittee observed that;

1) there was under-utilization of appropriated funds by the county executive as a result of delay

2) The county did not meet i1s own-source revenue targets,

Committee Recommendations

in exchequer releases by the National Treasury; and

The Committee therefore recommends that;
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1. The National Treasury should ensure the timely release ol funds to county governments
in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act; and

2. The County executive puts in place measures to enhance its own generated revenue to
meet its revenue target and address revenue shortfalls.

Other Matter
Unresolved Prior Year Matters

In the prior vear's audit report, several issues were raised under the Report on Financial
Statements, Lawfulness and Effectiveness in Use of Public Resources, and Effectiveness of
Internal Controls, Risk Management and Governance, respectively. Review of the status during
the audit of the County Executive in the current vear under review revealed matters that
remained unresolved as at 30 June, 2025,

Management Response

The management acknowledged the auditor’s observation on the above subject matter and
responds as follows:

Several issues from prior vear's audit report highlighted by the Auditor were addressed by the

management as it was indicated in the implementation status report shared o the office of the
Auditor General as well as the Senate. Below is the summary of the status report,

S/No. | Audit Issue Status
| Non-Disclosure of Commussion Eamed | Currently  the  coumty  discloses  the
from Payroll Services Rendered commissions earmned from payroll as part

of OSR- Resolved.

[E¥]

[FMIS Data Analysis IFMIS data was reconciled and confirmed
with the Auditor - Resolved.
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S'No. | Audit Issue Status
3 Transactions in System Payments but not | The transactions were reconciled and
Processed in Pavment Details confirmed with the Auditor - Resolved.

4 Transfer to Other Government Agencies | These were addressed and shared with the
Auditor - Resolved

3 Long Accounts Receivables-Outstanding | Resolved.

Imprests
6 Amount Due from the County Assembly Nt resolved,
7 Outstanding Salary Advances Not resolved.
8 Budgetary Control and Performance This remains a recurring issue tll the
revenue targets are mel and disbursements
from national treasury are done on time-
Not resolved.
9 Pending Bills The county continues to budget for
pending bills in each financial vear and
instituted measures 1o minimize accrual of
more bills-not resolved.
10 Non-Achievement of Annual | The county re-budgeted for all the unpaid
Development Plan and Budget Targets projects during that year- resolved.

11 Late exchequer Releases Not resolved

12 Irregularities in the Construction of a | The funcral home was completed and
Modem Funeral Home handed over, currently in use- resolved

13 Delays in Completion of the Govemnor's | The residences were  completed  und

and Deputy Governor's Residences handed over, currently in use- resolved

14 Imegular Procurement of Motor Vehicle * The security documents were

Insurance availed.

* The county paid the balance of the
premium  in 2024-2025FY -
Resolved
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S'No. | Audit Issue Status
15 Stalled Project of Construction of Eco- | The construction of Eco-toilet at cheptul
Totler market was terminated due to the inability
by the contractor 1o comply with the
contract terms-resolved,
16 Irregularities in the Proposed Construction | The project is currently ongoing and at
and Completion of Hospital Plaza 90% completion stage-not resolved.
17 Irregularities in  Procurement of Non- | The county adopted framework contract to
Perishable Foodstufls aviid stock out that may lead to un-
procedural procurement- resolved.
18 Cost-Benetit  Analysis of the Revenue | The revenue automation system is a five
Automation System vear contract (60 months) and the cost
benefit will be assessed at the end of the
period. However, the improved revenue
collection i1s an indicator of cost for
money- not resolved.
19 Pending Works by Vendor on Revenue | Integration with other county svstems
Automation System ongoing-resolved.
20 Unutilized Point of Sales (POS) Machines | The POSs were accounted for-resolved.
21 High Pending Bills Related to External | The high bhills  related to external
Advocates and Legal Costs advocates were accumulated before the
office of the county altorney  was
adequately resourced - resolved.
22 Non-Compliance 10 Climate L'Emgu Regulations adhered to - resolved.
Regulations
23 lrregular  Payvment tw  Council  of | The payments were sanctioned by the
Governors COG-resolved.
24 Non-Compliance with the Persons with | Not resolved
Disabilities Act, 2013
25 Regularity of  Human Resource | The county has froeen further recruitment,

and enhanced revenue collection to
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Management Practices

achieve the threshold of 33% emoluments
against revenues. Not resalved

26 Weak Controls over IFMIS Payments | These were addressed and shared with the
Module Auditor - Resalved
27 Weaknesses in Management of Drugs and | The management of drugs at the referral
Medical Supplies hospital was digitized for early awareness
on expiries and stock outs- resolved.

28 Weaknesses in the Stores Management The county health information system
{CHIS) was upgraded 1o accurate reliable
reports on all the drugs received by the
county referral hospital-resolved.

29 Expired Medical Drugs The county received authority from the
regulatory body and disposed the expired
drugs as per the established procedures-
resolved.

30 Dormant Bank Account Most dormant bank sccounts relmed 1o the
mactive  bursary  accounts which  were
rendered in-operation when the county
stopped issuing bursaries. They have since
been closed- resolved.

31 Weakness in IT Internal Controls System | The county has an approved ICT policy -
resolyed.

32 Lack  of Fully Operational  Audit | The audit committee was constituted,

Committee gazzeted and currently working- resolved.

Committee Observation

The Committee is concerned that several serious gudit issues from prior vears remain
unresolved. These include;

non-recovery of amounts due from the County Assembly,
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1. non-comphiance with the Persons with Disabilities Act,

ut. unsustamable wage bill, and high pending bills.

Committee Recommendations

The Committee Recommends that—

1.

I‘I-

the County Executive implements the recommendations of the Committee in its report
on the Report of the Auditor General on Financial Statements for Vihiga County
Executive for the Financial Year 2023/2024 as adopted by the Senate and reports (o the
committee within sixty (60) davs of the adoption of this report:

the account officer complies with section 53 of the Public Audit Act by taking the
relevant steps to implement the recommendations of the Senate on the report of the
Auditor-General and submits a report to the Senate within ninety (90) days of the
adoption of this report;

the Couniy Executive engages with the Office of the Auditor General to address and
resolve any outstanding matters; and

. the Aunditor General lists any unresolved audit issues in the report of the subsequent

financial vear.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOLURCES

Conclusion

Basis Tor Conclusion

Hegularity of Human Resource Management Practices

Review of the County Executive human resource management practices revealed the following

unsatisfactory matters:
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1.1, Non-Compliance with the Law on Fiscal Responsibility

Dwuring the year under review, emplovees’ cost amounted to Kshs.2,790,128,784 or 32% of the
total receipts which exceeded the set limit of thirty-five percent (35%), an indication that the
high wage bill may not be sustainable. This was contrury 1o Regulation 25(1)(a) and (b) of the
Public Finance Management (County Governments) Regulations, 2015 which requires that the
County Executive Committee Member with the approval of the County Assembly shall set a
limit on the County Government's expenditure on wages and benefits for its public officers
pursuant o Section 107(2) of the Act and the limit set under parngraph (a) above, shall not
exceed thirty-five percent (35%) of the County Government's total revenue.

Managemeni Response
Management has taken note of the Audit concerns and responds as follows:

The County Government of Vihiga appreciates provisions of the law as set out under section
25(1)(a) of the Public Finance Management {County Governments) Regulations, 2015 which
require personnel emoluments not to exceed 35% of the total revenue for the County. Indeed, it
is further acknowledged that during the year under review, the County’s expenditure on staff
remuneration exceeded the set threshold due to factors bevond the County immediate control.
These factors included minimum staffing undenaken for health facility structures which had
been build out of local community needs as stated in the County Integrated Development Plan
(CIDP), recruitment of stafT for key functions like agriculture which were nearly being grounded
due to the dwindling number of technical staff in the department, statwtory salary adjustments
arising from SRC salary awards, limited staff attrition especially in non-core areas relative to
respective mandates of the departments, high salary levels for the staff inherited from the
defunct local authoriies, slow growth in the County’s own source revenue and equitable share
of revenue allocation which did not correspond proportionately with recurrent expenditure for
salary and allowances despite the constant upward trajectory of salary due 1o annual increments,
staff promotions, smong others

Other factors which have over time compounded the County’s wage bill scenario include the
introduction of Affordable housing levy with a matehing employer contribution of 1.5% of gross
salary and enhanced NSSF contributions with a marching employver contribution of KShs. 1,080,
These obligations on the County Government were introduced by the Mational Government
without a corresponding increase in the equitable share of revenue allocation hence increasing
the wage bill,
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In view of the above wage bill scenario, the County has tuken several measures to mitigate the
spiraling wage bill, including the following:

i)

b)

Cl

d)

e)

)

£)

A frecze on emplovment following resolution of the County Executive Commitiee and
the emphasis on developing relevant human resource plans, including recruitment plans
to guide any future hiring needs restricted to critical and essential positions only once the
freeze 15 reviewed after July 2026 (Annex 1)

Development and enactment of the Vihiga County Public Service Board Act which sets
an itegrated legal framework within which to address human resource matters with clear
consequences on non-comphiance (Annex 2)

Development and approval of locum policy by the County Executive Commiltee and
implementation of the same for the purpose of establishing a structured and transparent
framework for the recruitment, engagement, remuneration, and management of locum
health workers, ensuring continuity of service delivery duning stafl shortages or
emergencies periods. This policy regulates the number of locum stafl hence ensuring that
the regular staff are first optimally engaged before engaging locum staff, who hitherto
have significantly contributed to the wage bill nise. The locum policy was approved and
15 currently in use (Annex 3)

Reviewed SufT Establishiment and Organizational Structure; 1o ensure that stafl numbers
are aligned 1o work demands and that the governance and reporting framework provide
synergy and mimmize conflicts / redundancies so as to assure of optimal uwtilization of
stalt skills ( Annex 4)

Digitization of Human Resource Records and Establishment of a robust human Resource
Database { Annex 5)

Institwtionalizing  Performance Management, Contracting and  Staff  Performance
Appraisal System as a measure of enhancing accountability at individual and cost-centre
level (Annex &)

Prioritizing internal advertisement as a means to filling vacant positions as opposed 1o the
outright recruitment from the open labour market.  The net effect of implementing the
strategy is a reduced cost to recruitment by way of salary top-up for the higher skills and
competencies which may be found within the existing County establishment ( Annex 7)
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The County Public Service Board and all the Authorized Officers have been informed of the
resolutions | directives of the County Executive Committee simed at progressively reducing
stafl’ costs 1o fit within the given statmtory limits.  The County continues 1o monitor its
compliance o the relevant provisions of the Public Finance Management Act and the attendant
regulations.

Commiitee Observations

The Commuittee observed that;

I

3)

The Committee observed that the County Executive's wage bill for FY 20242025 was
Kshs.2,790,128,784, representing 52% of its total revenue which was above the threshold of
353% of total receipts contrary to Kegulation 25 (1) (b) of the Public Finance Management
(County Governments) Regulations, 2013,

The County Executive has implemented a freeze on employment, particularly in non-critical
departments, and has revised organizational structures to ensure that staffing levels are
aligned with core mandates.

Digitization of human resource records has been mmitiated to improve real-time data for better
staffing decisions.

Commitiee recommendations

The Committee recommends that—

the management should provide to the Auditor General and the Senate the measures it
will put in place to contain the high wage bill within ninety (90) days of the adoption of
this report;

the management should strictly adhere to the provision of paragraph 25(1)(b) of the
PFM (County Government) Regulations, 2015 which stipulate that the county wage bill
should not exceed 35 per cent of the county total revenue;

the County Executive puts in place measures to enhance its own source revenue
collection in order to address the wage bill gap;

That pursuant to the High Court orders issued in Matindi v Salaries and Remuneration
Commission & another (2026 KEHC 755 (KLR), the Salaries and Remuneration

Commission submits to the Committee a copy of the court ordered alfidavit detailing
the following—
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(i} time-bound strategies it has developed and is implementing to achieve a 33%
public wage bill to revenue ratio;

(ii) collaborative measures being jointly implemented in conjunction with the
County Governments; and

(iti) advisories and/or directives issued to curb abuse in payment of allowances to
State and public officers, percentages of reduction of wage to revenue ratio and
savings being made per every vear arising from the strategies and interventions
it has put in place and implemented.

5. The Auditor General should continue monitoring the isswe in subsequent financial
Years.

1.2. Non-Compliance with the Law on Stafl Ethnic Diversity

During the year under review, the total number of emplovees was three thousand, two hundred
and seventy-two (3,272), out of which three thousand and eight-nine (3,089) or 94% of the total
number were members of the dominant ethnic community in the County, This was contrary to
Section 7(1) and (2) of the National Coheston and Integration Act, 2008 which states that, “all
public offices shall seek to represent the diversity of the people of Kenya in employment of staff
and that no public institution shall have more than one third of its staff establishment from the
same ethnic community ™.

Management Response

Management has taken note of the Audit concerns and responds as follows:

The County Governmem of Vihiga acknowledged the audit observation regarding non-
compliance with Section 7(1) and (2) of the National Cohesion and Integration Act, 2008, which
requires emplovment in the County 1o represent the diversity of the people ol Kenva, partly by
ensuring that not more than one third of emplovees are from the same ethme commumity.

The current situation in the County has been an outcome of vanous historical and operational
lactors. Among the factors is that mayonity of staff in the lower cadres who are currently in



service were recruited during the first administrative regime ol county  governments which
served as a transition phase from local authorities to County governments.  Apparently,
borrowing from local authority practices, recruitment was largely localized and hence most
persons emploved during the tme were from Vihiga County, Location of Vihiga County in a
region with a predominantly homogeneous population has limited the pool of applicants from
other communities, particularly for lower cadre and specialized positions. There has also been
limited turnover of staff thus limiting the County's opportunity to re-balance staff composition
towards achieving the preseribed ethnic diversity threshold.

Despite the competitive nature of the recruitment process from the open labour market, majority
of the applicants have been from the dominant community in the County. Noting that most
positions advertised are generally of lower cadres, for example ECDE teachers and Market
Cleaners, economic constraints and cost of living appear to be deterrents o potential applicants
from communities residing far away from the county

However, despite the above challenges, the County has instituted several measures to
progressively achieve compliance, These include: advertising vacancies nationally 1o attract
applicants from diverse communities as well as development and enactment of the Vihiga
County Public Service Board Act, 2025 which provides a legal framework directly placing
responsibility for enforcement of affirmative and equity considerations on the Board for the
purpose of legal compliance as detailed under part IX of the Act on Equity, affirmative action
and implementation of employment equity in the County Public Service (Annex 8)

As a County, we reaffirm our commitment to compliance with the National Cohesion and
Integration Act by ensuring that future staffing decisions adhere to statutory requirements.

Committee Observations

1) The committee observed that the County Executive had a wital of 3,272 emplovees o of
which 3,089 or 94% were from the dominant local community in the County contrary 1o the
provisions of the National Cohesion and Integration Act, 2008 which stipulates that at least
30% of employees should be from communities other than the

2) The Committee further noted that that due 1o the homogeneous ethnographic population in
most counties, it may not be feasible for them o attain the threshold provided under section
7 (2) of the National Cohesion and Integration Act, (Cap. TN) which states that no public
establishment shall have more than one third of the staff from the same ethnic community,

Committee Recommendations
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The committee recommends that: -

1. the County Executive adheres to section 63(1Me) of County Governmenis Act and
ensures that at least thirty percent of the vacamt posts at entry level are flled by
candidates who are not from the dominant ethnic community in the county; and

| ¥ |

The Committee recommends that the Standing Committee on National Cohesion,
Equal Opportunity and Regional Integration undertake a post legislative serutiny on
the application of Section 7(2) of the National Cohesion and Integration Act (Cap. TN)
to County Governments

1.3, Lack of Annual Recruitment Plan

The County Executive recrutted two hundred and ninetyv-eight (298) officers in the financial
vear 20242025, However, the County Public Service Board did not have annual recruitment
plan to guide the recruitments. Further, no evidence was provided as prool that budgetary
availability was being sought before recruitments were made. This was contrary to Section 5%(1)
(g} of the County Governments Act, 2012 which requires the County Public Service Board of a
County to facilitate the development of coherent, integrated human resource planning and
budgeting for personnel emaluments in Counties.

In the circumstances, Management is in breach of the law,

Management Response
Management appreciates the observation by the Auditors and wish to respond as follows:

The County acknowledged that it has not yet developed a consolidated annual recruitment plan.
As detailed in annex 1, the matter is being addressed by the respective Departments, during
which time (up to 30" June 2026) the Vihiga County Executive Committee has declared a freeze
on emplovment. As resolved and communicated by the Coumty Executive Commitiee, all
recruitments from July 2026 onwards shall be allowed by the County Public Service Board only
tf supported by an approved annual recruitment plan.



However, in relation 1o the aodit period, Mapagement had put in place measures and
complementary govemance structures to ensure that matters of recruitment planning are
adequately and proactively addressed through the respective Departmental Human Resource
Advisory Committees (DHRAC) and thereafter, the recruitment needs (in the form of a job
indent) are escalated 1o the County Executive Commttee for approval before being conveved 1o
the County Public Service Board by ofhce of the County Secretary. Contirmation of budgel is
normally part of the recruitment process consideration and the same 15 enshrined in the letter 1o
the Board conveving approval. A sample of a job indent and relevant commitmenis by the
County Executive 15 provided.

Committee Observation

17 The Committee noted that the recruitment of 298 officers was camied out without an
approved budgetr which constituted an act of improper conduct as spelt out in section 156(4)
of the Public Finance Management Act, Cap 412A which states that a public officer engages
in improper conduct il the officer makes or permits an expenditure that is unlawful or has not
been properly authorised by the entity concerned.

21 The Commttee further observed that the recruitment of the 298 olficers consttuted a loss of
public funds as per the definition outlined in regulation 138 of the Public Finance
Management {County Government) Regulations which defines a loss as payments made or
lishilities incurred without statutory, administrative or other authority.

3) The Committee noted that the County Executive did not have an approved stafl
establishment to guide on the recruitment and placement of staff,

Committee Recommendation

1. The Commiitee recommends that the County Public Service Board expedite
development and approval of its staff establishment and a status report should be
submitted to the Auditor General for verification and Senate within ninety (") days of
the adoption of this report.

2. the EACC undertakes investigations of the county officers involved in the recruitment
of 298 officers with a view to cstablishing any breach of law and recommending
criminal prosecution for loss of public money.

1.4. Non-Compliance with One Third of Basic Salary Rule
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Review ol the stafl payroll for the month of June, 2023, revealed that the net salanies for Hify-
six (36) officers were less than one third of their respective basic salaries. This was contrary 1o
Section C (3) Human Resource Policies and Procedures Manual for the Public Service, May,
2006 which provides that public officers shall not over-commit their salaries bevond two thirds
{2/3) of their basic salaries.

In the circumstances, Management was in breach ol the law.
Management Response
Management takes note of the Auditor’s observation and responds as follows:

The fifty-six (56) officers cited as having net salaries below one third (1/3) of their basic salaries
were initially compliant to the one-third rule before the introduction of Social Health Insurance
Fund deductions, the Affordable Housing Levy and revised NSSF contributions. There has been
no corresponding adjustment 1o gross salary hence the negative impact on net take home salary.

The key statutory changes that affecied net pay include:

I. NSSF deduction which increased from KShs, 200 w KShs. 1,080 followng
implementations of the NSSF Act, 2003 (Tier I);

)

Affordable Housing Levy, introduced in July 2023 at rate of 1.5% of gross salary: and

3. Social Health Insurance Fund (SHIF) contribution of 2.75% of gross salary, which
replaced the previous fixed NHIF rates from Ociober 2024,

Despite the introduction and revision of these statutory deductions, the officers’ gross salaries
remained unchanged, thereby affecting compliance with the one-third rule.

Following an intemal review and audit, Management identificd the non-compliance and, in
November 2025, the Payroll Office formally notified the affected officers and initiated a pavship
restructuring exercise 1o ensure comphance with Section C (3) of the Human Resource Policies
and Procedures Manual for the Public Service, May 2016,

Management therefore commits to continued monitoring of pavroll deductions and timely
adjustment of staff commitments to ensure sustained compliance to the one-third salary rule.

Committee Observation

1) The Committee observed that fiftv-six (56) county stall were eaming less than o thrd of
their basic pay contrary 1o section 19(3) of the Employment Act 2007,

L
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2} The Committee noted that this breach was tnggered by the mtroduction of new statutory
deductions {e.g., Housing Levy, SHIF) by the National Government without a corresponding
review of the legal protection for emplovees' net pay.

Committee Recommendations
The Committee therefore recommends that -

Committee Recommendations

1. The County Public Service Board, in coordination with the County Treasury, fully
implement the Human Resources Information System (HRIS) to antomatically lock out
any loan commitments that would cause an emplovee's net pay to fall below the legal
threshold, as reguired by sound internal control svstems under Regulation 155 of the PFM
{County Governmenis) Regulations, 2015,

1. The Committee further recommends that the Public Service Commission, in
coordination with County Public Service Boards, review Section C (3) of the Hum:an
Resource Policies and Procedures Manual and propose mechanisms to ensure compliance,
reporting their findings to the Senate within 90 days

2. Non-Adherence to Climate Change and Financing Requirements

During the yvear under review, the Climate Change and Financing of the County Executive of
Vihiga for the vear under review revealed the following unsatisfactory matters:

1. There was imadequate Integration of Chimate Change Action Plan intoe County Strategies
as most depariments did not capture environmental sustamability or green economy
clearly as required.

.  The County lacks a comprehensive climate risk register and a fully functional warning
system across departiments despite having a participatory climate risk assessment repor.
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The risk register would enable the County 10 have real-time, accessible and community-
responsive early warning system.

There was no ¢lear value for money metrices on climate change. No documented cost
benefit analysis or benchmarking report provided for andit to determine the economic
efficiency or environmental effectiveness of the propects undertaken out of the
K.shs. 253,700,000 allocated in the budget.

Lack of Greenhouse Gas Emissions (GHG) Tracking and Adaptation  Outcomes
Reporting System and Monitoring, Reporting and Venfication (MRV) system hence non-
compliance with national and global obligations.

There was no evidence of sustainability measures, maintenance budgets, monitoring and
evaluation post funding of the completed projects or institutional frameworks 1o support
continued functionality after the end of initial funding,

There was no evidence of benefit-sharing agreements or community development
contracts, particularly for projects situated on community or public land ie., in the case
of carbon-related or natural resource-based interventions—such as  afforestation,
relorestation, or waler conservation structures there was no Community Development
Agreements (CDAs) availed for audit. as required under the Climate Change (Carbon
Markets) Regulations, 2024, Further, there were no monioring tools or mechanisms to
track whether agreed-upon project benefits such ns water access, improved ecosysiems,
or livelihood support actually reached the targeted beneficiaries or communities.

Five (5) projects out of the sixteen (16) climate-related projects with potential
environmental impacts such as irrigation infrastruocture lacked National Environment
Muanagement Authority (NEMA) licenses and certificates.

There were delayed exchequer disbursements hence the Fund’s activities as planned in
the Annual Work Plan were not carried out as per the Paris Agreement. This points to the
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risk that the County Government will not achieve its targets as highlighted in the Vihiga
County Climate Change Action Plan 2023-2027. Further. this would have a negative
effect on the Country’s ability to attain the Sustainable Development Goal Number 13 on
Climate Action.

In the circumstances, the County Executive did not fullv comply with climate regulations, law
and policies.

Management Response:

(1) Most departments in the County Government of Vihiga have imegrated climate
change. environmental suitability and green cconomy through various explicit and
implicit climate actions through the CIDP 2023-2027 as indicated in the table below:

Sm. Department Climate change and sustainability actions
mainstreamed in CIFF 2023-2027

P Agriculture Livestock and | Mainstreams climate change as outlined on
Fisheries pages: 60, 97, 150, 167
[ 2 Transpornt and | Mainstreams climate change  as outlined on
Infrastructure pages:: 77 and 62
3. Health Services Mainstreams climate change through its intent to:

1) Swengthen preventive and promote
healtheare:  Promote environmental
Health Services

2) Promote Environmental health and
health education programs

4. Environment, Water | Mainstreams  climate change  as outlined on
Energy, Natural Resources | pages: 60, 133, 134,
and Climate Change

5. Physical Planning, Lands, | Mainstreams climate change  as outlined on
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Housing  and  Urban
Development

pages: 102 and 107

6. Education. Science and | Mainstreams climate change as ouilined on
Technical Vocational | pages: 133 and 155
Traming

7. Commerce  Tourism and | Mamnstreams climate change  as outlined on
cooperatives pages: 83

8. Gender, Culture Youths, | Mainstreams climate change as outlined on
Sports, and Social Services | pages: §9

9. Public Serves and Mainstreams climate change as outlined

Admimistration

on pages: 62

The CIDP 2023-2027 is herewith attached for vour reference.

(i)

The risks as identified in the Participatory Climate Risk Assessment Report shall form the basis

The referred Participatory Climate Change Risk Assessment report comprehensively
documents climate risks across all sectors hence adequately serves as the county
climate risk register consequently, there is no need for a separate climate risk register.

for an carly warning system as planned in the FY 2025/2026.

(iii)

The projects are in response to the Climate Risks as per the participatory climate risk
assessment and are in line with the County Climate Change Action plan, which
outlines actions to build resilience of communities against climate change. The real
value for the monies invested is in the socio-economie, environmental and climate
that accruing to the communities from the projects as

change resilience benefits

verified during the field visits during the audit.
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(ivd  The County Government of Vihiga has instituted measures towards Greenhouse Gas
inventory reporting as envisaged under section 15 of the Climate Change Act, 2016,
l'owards this. the County has anchored Greenhouse Gas Inventory reporting in the
newly enacted Climate Change Act, 2025,

Section 35 of the Act states that “The County Directorate of Climate Change in consultation
with National Chimate Change Directorate shall lay framework for estimation of Greenhouse
Gas Emission for compilation and reporting of activity data within the county as guided by
relevant national policies.”

Based on the above, the County Government of Vihiga shall establish the requisite framework
and commence reporting on Greenhouse Gas Inventories in the subsequent financial vears
having legally provided for it in the Act enacted in the current financial year,

(vl The County Government of Vihiga has put in place measures to ensure sustainability
of completed ¢limate change projects through planning, budgeting for and execution
of mantenance of completed projects,

In the period under review, the Climate Change Fund allocated Kenya shillings three million to
facilitate the maimenance of various completed projects,

Furthermore. the fund budgeted for the establishment and capacity building for Ward Climate
Change Planning Committees and other community based commitiees to monitor and oversee
the management of Completed projects in line with Section 22 of the Vihiga County Climate
Change Act 2025, Twenty five ward climate change planning committees were established and
trained in the period under review .

Mamagement committees were established for: Kegondi Water Project, Ebukhaya Water Project,
Mwala kapuk Water Project, Kaila Water Project and MMakhondo Ipali Water Project.

{vi)  Schedule Four of the Climate Change (Carbon Markets) Regulations, 2024 guides the
formulation of Community Development Agreement for Carbon Registered projects.
The projects implemented by the county in the period under review, including natural
resource-based interventions are not vet registered as carbon projects in line with the
Carbon Markets Regulations, 2024 hence the Community Development Agreements
as envisaged under the Regulations, 2024 does not apply to them.

There was multi-stakeholder monitoring and evaluation of all the projects by both the ward
climate change planning committee members who filled the beneficiaries” templates and also by
the directorate through the M&E officer using the kobo toolbox. All these were used to fill the
Project Status report which documents the number of beneficiaries.
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The Project Status report s attached detailing the number of beneficiaries. (Folio 2).

(vit)  Eleven projects that had either been completed or ongoing (including the Irnigation
infrastructure project) had the requisite NEMA Licenses as observed in the findings,

The five projects that did not have their licenses had not commenced by the time of audit
pending their full hicensmg by NEMA.

{viii) The county notes that delaved disbursements of funds regarding both the FLLoUA
Program grants and the County Climate Change Fund Contributions affect
implementation of gctivities and risks hindering achievement of targets highlighted in
the Climate Change Action Plan, 2023-2027,

Delays in exchequer and NT FLLoCA Program disbursements, which are both factors bevond
Vihiga County Government's control led to delayed disbursement into the climate change Fund.

Committee Observation

The Committee observed several instances of non-compliance with climate change regulations
and laws, including inadequate integration of climate action plans into county strategies, lack of
a comprehensive climate risk register and early warning svstem, and the absence of clear value-
for-money metrics for climate change inmiatives. These failures contravene the obligations
placed on all State Organs by Article 69 of the Constitution to ensure sustainable exploitation,
utilization. management, and conservation of the envirenment.

Commitiee Recommendations

1. The Committee directs the County Executive to ensure full and adequate integration of
the Vihiga County Climate Change Action Plan (2023-2027) into all departmental
strategies and programmes, in compliance with the Climate Change Act, 2016, A status
update on implementation shall be submitted to the Senate and the Office of the
Auditor-General within ninety (90} days.
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2. The County Executive is directed to develop and operationalize a comprehensive
climate risk register and establish a fully Tunctional early warning system, as required
for prudent risk management, within one year.

3. The Office of the Auditor-General undertakes a special audit on the implementation of
the Financing Locally-Led Climate Action (FLLoCA) programme across all forty-seven
(47) counties. The audit should assess value for money, compliance with regulations,
and effectiveness of the programme in achieving its objectives. A report shall be
submitted to the Senate within one yvear.

3. Delayved Construction of Hospital Plaza

Records provided for audit revealed that County Executive entered into an agreement with a
firm for the construction of Hospital Plaza at Vihiga County and Referral Hospital at contract
sum of Kshs 395,172,568 on May, 2021.The project was o be completed within a period of
three (3) years. The project was for construction of a six (6) floor Hospital Plaza from
foundation 1o completion including installation of two (2)  lifts, terrazzo on ramp and stairs,
installation of solar water piping svstem, gypsum ceiling, aluminum windows and doors, nurse
call system wiring and equipment’s, oxvgen and vacuum equipment, e¢lectrical and mechanical
fittings, external works including laying of cabro at parking. generator installabon. general
painting works, floor tiling and roofing and concrete gutters.

The status report indicated that the 1otal works certified 1o date amounts to Kshs 223,271,130,
representing 56% of total cost as per interim payment certificate no. 0. However,
the contract agreement had already expired in May, 2024 and there was no evidence ol request
tor rencwal from the contractor or availability of a current contract. Hence the contractor was in
breach of the contract. The last site meeting (N1 1) by the Project Management Team
was held on Mav. 2024, indicating that no other meeting had been held since expiry of the
contract agreement.

Further, physical inspection i the month of June, 2025 revealed that main structure had been
done to completion including exterior painting works, roofing and concrete gutters. The intenor
works were on-going and the contractor was on site doing installation for the second lift as the
first one had already been installed, tiling partly done from first floor 1o 6th floor, terrazzo done
on ramp and stairs, water tanks mstalled. gyvpsum ceiling works ongoing. wiring ongoing,
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painting and skimming ongoing. However, some other works were vet to start including,
external works, mechanical fitting and generator installation.

In addition, the project was behind schedule with a total of thirteen (13) months having elapsed
from the completion date of May, 2023.

In the circumstances, delay in completion of the project increases the risk of cost escalation and
denies the citizens of the Vihiga County of the much-needed service delivery and value for
money may not be obtained from the expenditure of Kshs.223.271,130 already spent on the
project.

Management Response

The management acknowledged the auditor’'s observations on the above subject matter and
would like to state as follows:

That the Contractor had applied for an extension of Contract through a letter dated 24th
February 2025 giving reasons as 1o why he required the extension.

Lipon receiving the letter requesting for extension of contract, the Contract Implementation team
convened a meeting through which they reviewed and approved the request 1o extend the
contract by twelve months as per the minutes dated 6" May 2025 and a letter by the Chief
Officer Health approving the same. There has been granted an extension of the contract period
to 25" May 2026 after the Contract Implementation Team reviewed a request from the Main
Contractor, recommended an extension of twelve months, and subsequently this was approved
by the Chief Officer Health Services

That the department has a strong Contract Implementation Team in place working towards
completion of the works, See the minutes attached showing the members of the Contract
Implementation Team. That the CIT has had several site meetings, one as recently as 3™
December 2025 to inspect the works and check on the progress,

That the department has allocated Ksh 73,000,000 for completion of the plaza in this financial
year 2025/2026.

Furthermore, the contractor is on site and works are ongoing. As per the most recent technical
report, the following works are being executed; External works have commenced, including
excavation works for an Accident and Emergency Unit and Parking areas. Piping and Manholes
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for the sewerline is also ongoing. Terrazo works to all floors is complete and being polished.

Mechamcal fittings are also ongoing on sile.

Committee Ohservations

1} The Committee observed that the Hospital Plaza was completed at a cost of Kenya Shillings

223,271,130 but remains non-operational..

A critical contract extension letter dated 16 May 2024 was produced only one day prior to
the meeting belore the Senale Commitlee conlrary 1o section 62 of the Public Audit Act,
2015,

Commitice Recommendations

4.

The County Governor undertakes administrative action against the responsible
officer(s) who failed to provide documents to the anditors at the time of audit in
accordance with section 156 of the Public Finance Management Act, and provides a
status report to the Office of the Auditor General within (90) days from the adoption of
this report.

The Committes recommend the County Exceutive to immediately establish a4 robust
project management and monitoring system, as provided for in the Public Finance
Management Act and the Public Finance Management (County Government)
Regulations, 2015, to ensure proper project conceptualisation, planning, execution, and
timely completion and provides a status report to the Office of the Auditor General
within (20) days from the adoption of this report.

The Office of the Anditor-General to Keep this matter in view and verify the final cost
and completion date of the project in the next audit cycle.

Construction of Connty Ageregation and Industrial Park

The Department for Commerce, Tourism & Cooperatives awarded a contract to a Company at a

contract sum of Kshs 496,028 151 for the construction of County Aggregation and Industrial
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Park as indicated on the letter of award dated 23 August, 2023, The project was 1o be completed
within nine (9) months, effective 26 September, 2023 as per the contract agreement dated 29
September. 2023, However, the following unsatistactory matters were noted:

1) There was no communication from the Project Management Team 1o the Contractor on
non-performance of the contract as per the agreement signed on 29 September, 2023,

i) The Contractor provided an updated performance bond dated 25 March, 20235 expiring on
26 March, 2027 from an insurance agency of which the Management had not confirmed
its authenticity.

i) A total of Kshs 52,038,575 had been paid to the contractor being valuation of three (3)
certificates as tabulated below:

Certilicale Date Amount {Kshs.)

| 204122023 | 4,038,376

2 24052024 20.801.382

3 25/0472025 I 7. 198,817

Total 52,038,575

Project inspection in the month of June, 2023 revealed the following observations:

i. The Contractor was not actively on site and the materials on site did not indicate any
major works ongoing hence the project had stalled.

il Steel framework had been done on two {2) warchouses and walling done a gquarter
way on 2 walls only,



i, Foundation wall had been done on two (2) warchouses awaiting framework
mstallation. The other ware house trenches had been dug out but no works done as
they had started filling up.

In the circumstances, the value for money in the construction of the County Aggregation and
Industrial Park could not be confinmed.

Management Response

The Management acknowledged the Auditor’s observation on the above subject matter and
responds as follows:

nii.

The contract Implementation Team constantly raised issues around the pace of the project
and the need for updated work plans during site meetings attended by the contractor and/or
his representatives, and these were captured in minutes. Furthermore, the contractor via a
letter dated 5 April 2024, titled “Early Waming notice and application for extension of
time” had indicated reasons for their delay in implementing the works and had sought an
extension of time. Both the carly warning notice letter and the contract extension approval
are attached.

The authenticity of the Performance Bond had been verified by Director of Supply Chain
Managements’ office as per the attached communication (e-mail) from Star Discover
Insurance Company Limited.

All payments are only made afier evaluation of works done are submitted by the contractor,
medsured by our quantty survevors, and certified. Only measured works and material on
site are considercd with no advances provided for, As such payments made so far stretch
only as far as what has been implemented on site.

Commitiee Observations

The Committee observed that; -

The Committee observed that the County Aggregation and Industrial Park (CAIP) project,
valued at Kshs.496,028.151, had stalled, with only Kshs. 52,038,575 (10.5%) of the contract
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sum spent and no significant progress on site, This is a failure i project implementation and
constitutes a risk of not achieving value for money, contrary to Section 149(1) of the PFM
Act.

2) The County Executive holds a 40-vear lease agreement with Kenyva Railways, with pavments

scheduled to be completed by Decermnber 2026, thereby securing land tenure for the project.

Commitiee Recommendations

The Committee recommends that;

1. The Committee recommends that, to achieve the primary objective of the County

L

Aggregation Industrial Project (CAIP), which is to foster growth in manufacturing and
investments through agro-industries while sustainably enhancing the produoctivity of
the agriculture sector, the National Government should actively engage with County
Governments. This engagement should empower Counties to identify and prioritize
initiatives that promaote inclusive and decent job creation, as well as increase farmers'
incomes through participatory approaches. Consequently, this will establish a
collaborative platform enabling farmers, processors, exporters, research institutions,
industrial bodies, and Government entities to engage effectively in agro-industrial
development.

The Commitiee recommend the County Executive to immediately establish a robust
project management and monitoring system, as provided for in the Public Finance
Management Act and the Public Finance Management (County Government)
Regulations, 2015, to ensure proper project conceptualisation, planning, executfion, and
timely completion and provides a status report to the Office of the Aunditor General
within (90} days from the adoption of this report,

The Office of the County Governor to prioritise completion of existing and stalled
projects and provide a budget for their completion and provide a status update to the
Auditor General within (910) days of the adoption of this report.

The Auditor General should continue monitoring the issue in subseguent financial
years.

Construction of Bumira E.C.ILE Classroom

B



The Department for Education and Vocational Troining awarded a contract {or the construction
of Bumira E.C.D.E Classroom at a sum of Kshs. 1,775,752 on 21
November, 2024 for a period of three (3) months. The contract was for construction of the main
structure from foundation, walling, roofing, plastering and general painting works.

Physical inspection of the project in the month of June, 2025 revealed that the contractor had
already completed the required works as per the bill of quantities. However, it was found out
that the contractor did not use the recommended natural stones for walling and instead mixed
them with substandard molded soil that had already started peeling off two (2) months after
completion of the project.

Further, the Moor had visible cracks even before the project was pul 1o use, a clear indication
that the works done were sub-standard.

In the circumstances, value for money incurred in the construction of the classrooms could not
be confirmed.

Management Response
The management has noted auditor's observations and wish to respond as follows:

The CIT inspected the works as soon as the contractor had requested for payvment. At the time of
mspection there was no visible defects and the CIT having inspected the works from foundation
10 roofing could not have seen the walling defects, This being a lstem defect the CIT has
recommended water proof plasier to the lower side of the walling and normal render on other
areas. It is also likely that the contractor used machine cut stones of varying quality and a few
were of poor quality hence the flaking, however, the contractor has not in any instance used
moulded soil for moulded works.

The Contractor was recalled for the latent defect and made good the defects shown, The retention
money has also been retmined 1o date lor any delects as per contractual provisions.

Committee Observation

1} The Committee observed that the ¢ontractor for the Bumira E.C.D.E Classroom, valued at
Kshs. 1,775,752, delivered sub-standard works, with walls peeling and floors cracking shortly
afier completion. This is a ¢lear breach of contract and a failure by the County’s project
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implementation team to conduct proper supervision, resulting in poor value for money and
contravening Section 149(1) of the PFM Act,

2} The Committee was informed by the Office of the Auditor General that the defects had since
been rectified by the contractor,

Committee Recommendations

1. The Commitiee recommend the Accounting Officer to ensure that the retention money
for the contractor is withheld until the Office of the Auditor General verifies that all
rectification works have been completed to the required standard and are free of
defects.

2. The Office of the County Governor to prioritise completion of existing and stalled
projects and provide a budget for their completion and provide a status update to the
Auditor General within (90) days of the adoption of this report.

6. Inconsistency of Carriageway on Opening and Maintenance of Roads

During the audit vear, several road maintenance projects were carried out in Vihiga County.
Physical inspection conducted in the month of June, 2025 revealed that sigmificant
mconsistencies concerning the width/carmageway of acecess roads were ranging between 3.0 to
1.5 meters. However, the Bills of Quantities (BOs) for roads did not specify carniageway width
which according to National Construction Authority (NCA) should be 4.5 meters.

This was contrary 10 Sectionld9. (1) (a) ond (b) of Public Finance Management
Act, 2015 (County Government) which provides that an accounting officer is accountable to the
County Assembly for ensuring that the resources of the entity for which the officer is designated
are used in a way that 15 lawful and authorized and effective, efficient, economical and
iransparent.

In the circumstances, Management was in breach of law.

Management Response

The management acknowledged the Auditor’s observations on the above subject matter and
responds as follows;

i



Vihiga County is a predominantly rural county characterized by historically narrow road
reserves, most of which were established through community aceess paths rather than planned
engineering cormidors, The majority of access roads traverse existing settlemenis, farmland, and
communal land, with average road reserves of approximately 6 metres, compared 1o the ideal 9
metres required 1o safely accommodate a 4.5-metre carringeway. side drains, and shoulders.

The County Government acknowledges National Construction Authority standards, However,
full compliance 15 constrained by physical, social, and fiscal realities, including absence ol
gazetted reserves, high population density along road corridors, and limited budgets Tor land
acquisition and compensation.

To mitigate these constraints, the Department apphies context-sensitive engineenng solutions,
including structured public participation 1o seek voluntary corridor expansion, optimization of
available corridor width, increased gravel thickness and compaction standards, and continuous
technical supervision,

Carmingeway width remains a key input in quantity computations, Quantities for grading and
graveling are derived from the achievable width, road length, and approved gravel thickness,
ensuring transparency and traceability in Bills of Quantities and pavments.

Going forward, the County s progressively integrating GlIS-based road inventory  and
classification to document existing road widths, reserves, and constrainis, and to support
realistic planning. supervision, and audit verification.

Committee Observation

The Committee observed that road projects were constructed with carriageway widths of 3.0 1o
3.5 meters, contrary to the National Construction Authority (NCA) standard of 4.5 meters. This
inconsistency between the approved design and the actual work delivered constitutes a breach of
contract and results in the public not receiving the value of services contracted for, a direct
violation of Section 149(1)(a) and (b) of the FFM Act.

Committee Recommendations

The Office of the Auditor General conducis a comprehensive technical audit of all road
projects implemented under the affected contracts to determine the Tull extent of the non-
compliance with approved designs and contractual specifications, and establish
responsibility for any breach of contract and provide a status update to the Senate within
(90) days of the adoption of this report.
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7. Hire of Road Maintenance Equipment

The County Executive awarded tender at a contract sum of Kshs. 90,769,560 for hire of road
maintenance equipment. The contract was for one (1) yvear renewable. The contract agreement
was signed on 23 December. 2024, Review of expenditure records indicated that
Kshs. 11,346,195 had been paid 1o the contractor as at the time of audit. The hired equipment
was as detailed below:

ltem Quantity/Physical Unit
Excavator |
Motor Grader |
Simgle Drum Roller I
"?TpFeTTrucl-:s 4

The Department of Transport and Infrastructure purchases murram from various quarry points
from which the hired tracks are loaded and taken to the various roads under the program,
However, the following unsatisfactory matters were noled:

An approved work plan with specification of activities on roads done was not
provided for audit review;

i The Department of Transport and Infrastructure does not maintain registers both at the
quarry point (Emmaloba Quarry, Luanda South) and at the vanous roads. In the
absence of the said registers, it was not possible 10 asceriain whether all murram
picked are utilized on the intended roads;




il The roads done under the program do not have sign boards indicating required
mformation such as client, supervising engineer and year of funding and

v, Ihe hired equipment’s are not labelled with stickers for the County Government of
Vihiga for identilication.

This was contrary to Section 49, (1) of the Public Finance Management Act, 2012 (County
Government) which requires an accounting officer is accountable to the county assembly 1o
ensure that the resources of the entity for which the officer is designated are used in a way that
(a) lawful and amthorized; and (b)effective, efficient, economical and transparent.

In the circumstances, Management was in breach of law.

Management Response

The management acknowledged the Auditor’s observations on the above subject matter and
responds as follows;

The hire of road maintenance equipment was undertaken as a cost-effective intervention to
enhance road maintenance capacity in our rural county with limited owned plant and an
extensive gravel road network.

An approved work plan was developed and shared with the audit team, Implementation is
undertaken in phases. with each phase culminating in a completion report detailing roads
covered, activities undertaken, and estimated costs.

Gravel quantities are measured and certified on site upon placement and compaction. Vehicle
movement from quarry sites 1o project roads is monitored through a Fleet Management Svstem,
providing a digital audit trail. The County acknowledges the need to strengthen quarry and site
registers and has initiated standardization of loading and delivery records.

With respect 1o project signage, the County notes persistent thefi and vandalism of mewallic
publicity boards in rural arcas. As a mitigation measure, the County 15 transitioning to GIS-
based road identification, where road sections are digitally tagged with GPS coordinates, project
details, vear of intervention, funding source, and supervising umit. This provides a secure and
auditable alternative to physical signage.
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The hired equipment is privately owned and registered. Permanent branding with County
insignia is therefore not feasible. However, the Department is exploring temporary identification
measures and enhanced digital tagging within the fleet management system.

In conclusion, the County conlirms that resources were utilized for their intended purpose and
that svstems are being progressively strengthened to reflect rural operating realities, enhance
transparency, and improve auditability.

Committee Observation

The Office of the Auditor General informed the Committee that the matter was satisfactorily
addressed.

Committee Recommendation

The Committee recommends that the matter be marked as resolved.

8. Irregularities in the Registration of Persons with Disabilities and Approvals of

Tax Exemptions

Review of files for staff registered under Persons with Disabilities (PWDs) revealed that thirty
(30} members of statf files were incomplete as they lacked the necessary documentation such as
[isability cards, KRA Tax Exemption Certificates and Medical Assessment Reports.

This was contrary 1o Section 35(1)(a) of The Disabilities Act, 2025 which provides that in order
to facilitate access by persons with disabilities 1o the services set out under this part, the Council
shall register on a continuous basis person with disabilities, to whom it shall issue disability
wlentification cards i such form as it may determine.

In the circumstances, Management was in breach of law,

Management Response

Management has taken note of the audit observation and responds as follows;



The thirty (30) ofticers wdentified as Persons with Disabilities (PWDs) had been duly recognized
within the payroll system; having submitted disability identification cards 1ssued by the National
Council for Persons with Eisabilities and which management considered as conclusive evidence
of due registration as provided under section 35(5) of the PWD Act of 2025, However, some of
their personal files were incomplete due to missing supporting documentation, among them
being KRA Tax Exemption Certificates, and Medical Assessment Reports,

Upon identification of the above gap during the audit review, Management formally requested
the affected officers to submit the missing documents as had been guided by the Auditors. The
documents were subsequently received, lled in the respective olficers’ personal files und
forwarded to the Audit team for venfication.

Management has further strengthened internal controls by ensunng that registration under PWD
status and approval of tax exemptions are only affected vpon receipt and verilication of all
mandatory supporting documents, in compliance with Section 353(1)a) of the Persons with
Disabilities (PWD) Act, 2003 and section 56 of the PWD Act of 2025,

Management will continue to periodically review stall records to ensure sustained compliance
with applicable laws and regulations.

Committee Observation

1) The Committee observed that personnel files for 30 emplovees registered as Persons with
Disabilitics (PWDs) lacked mandatory supporting documentation, including Disability Cards
and KRA Tax Exemption Certificutes. This contravenes Section 35( 1 )}{a) of the Persons with
Disabilities Act, 2003 (now 2025), which requires proper registration and documentation for
accessing special services and exemplions.

21 the County Executive failed 1o submit relevant documents on time to the Audiior General
during the audit exercise contrary to Section 62 of the Public Audit Act, 2015,

Committee Recommendation

l. The County Governor undertakes administrative action against the responsible
officer(s) who failed to provide documents to the auditors at the time of audit in
accordance with section 156 of the Public Finance Management Act, (Cap. 412A) and
provides a status report to the Office of the Auditor General within ninety (90) days of
the adoption of this report.
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1. The Committee further recommends that the Directorate of Criminal Investigations
investigate the breach of sections 62(1)b) and (¢) of the Public Audit Act (Cap. 412B)
by the county public officers and, where criminality is established, refer the matter to
the Director of Public Prosecutions for prosecution.

w

The Ethics and Anti-Corruption Commission (EACC) undertake an investigation into
the responsible officer(s) with a view to recommending their prosecution for
committing the offences stipnlated under Section 62(1)b) and {¢) of the Public Audit
Act, Cap. 4128, and for violations of the provisions of Regulation 210(k) of the Public
Finance (County Governmenis) Regulations, 2015 and provides a status report to the
Senate within ninety (90} days from the adoption of this report.

9. Failure to Prepare and Submit Financial Statements for Level 4 Sub-County

Hospitals

The financial statements Sabatia Sub-County Hospital for the yvear ended 30 June, 2025 and
prior vears were nof submitted to the Auditor-Cieneral as required by Section 164{4){a) of the
Public Finance Management Act, 2012 and Section 47(1) of the Public Audit Act, 2015 which
provide that within three (3) months after the end of each financial vear, the accounting officer
for an entity shall submit the entity's financial statements 1o the Auditor-General.

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

Management Response,

The management acknowledged the audit query and wishes to respond as follows;

The failure to prepare and submit hnancial statements for the Level 4 Sub-County Hospital
(Sabatia) for the period under review was becavse the hospital was undergoing transitional
arrangements following its elevation o Level 4 stmtus, which affected the timely establishment
of appropriate linancial reporting structures and assignment of accounting responsibilities.



Management has since laken corrective measures to address the matter. These include the
designation of an accountant for the hospital and commencement of preparation of the
subsequent financial statements.

Committee Observation

The Committee observed that the financial statements for Sabatia Sub-County Hospital for FY
20242025 and prior vears were nol prepared or submitied for audit. This s a direct and serious
violation of Section 164{4}a) of the PFM Act and Section 47(1) of the Public Audit Act,
2015, which mandate the tmely preparation and submission of financial statements for all
public entities.

Committee Recommendation

l. The Committee recommend the County Executive Committee Member for
Health/Finance and the relevant Accounting Officer to immediately prepare the
financial statemenis for Sabatia Sub-County Hospital for FY 202472025 and all
outstanding prior years, and submit them to the Office of the Auditor-General within
ninety (M) days of the adoption of this report.

2. The Institute of Certified Public Accountants (ICPAK) takes actionis) against CPA.
James Atemba (M/No. 24296) and CPA. Keverenge S Joseph (M/No. 3762) for lailure
to submit the entity's lnancial statements to the Auditor General which constitutes
professional misconduct pursuant to Section 8 (a) and 30 of the Accountants Act CAP

531 and reports to the Committee and the Auditor General within 90 days of adoption
of this report.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion.
Basis for Conclusion

1. Weaknesses in Revenue Collection Management System

=]
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Review ol procurement and payment records revealed that the County Executive had made
pavments to a vendor 1o the level ol 89% of the contract sum of Kshs, 38,777,600 for the supply
of a Revenue Automation System. However, review of the Revenue Collechion Management
Svstem records and documents revealed that key deliverables such as full svstem automation,
svstem handover, integration with other County systems such as the IFMIS, HRIS. HMIS, GIS,
G-PAY), training of end-users and security configuration such as firewall installation remain
incomplete.

Further, the vendor continues to host the County’s revenue data on their cloud infrastructure,
liminng the County’s control and ownership of 11s data.

In addition. the ecarlier technical recommendations such as the implementation of
multi-filter functionalities to allow the generation of detailed analytical reporis across
sub-categories of revenue streams, have not been addressed by the service provider.

In the circumstances, the effectiveness of the intemal controls and reliability of the revenue
collection management system could not be confirmed.

Managemeni Response

The management scknowledged the Auditor’s observations on the above subject matier and
responds as follows;

I, Full Automation, All the Revenue Streams anticipated in the contract have been fully
automated. The clients are able 1o make pavments through Pavbill, USSD, bank accoumt
deposits and STK push. The service provider has executed items 1-7 under the scope of
service ol the agreement. The drafl escrow agreemen and Maintenance contract have
been provided for legal imput before execution

Ill. System Handover. The contact period as per clause 2.2 on page 19 and Clavse 1.5
{duration) on page 7 is valid for 60 months from 2™ June 2023, The obligations of the
service provider for the contract period as listed in elause 3.1: a-m. The vendor has
continued 10 provide support and maintenance of the svstem as per clause 3.1.) of the
coniract.

TH



1L Integration with other systems;

The Revenue system s being Integrated with the following:
a) County Hospital Information Svstem (CHIS)
by Lands Information Management System (LIMS)

Training of end wsers. This was carried owl at the beginning of the contract and
completed by September 2023, Continuous training is ongoing driven by demand including
technological advancement

Firewall installation was done and completed as annexed a report on the stotus update on
server room and firewall installation dated 27" November 2024,

The Data is held on the Cloud server hosted by the vendor. The Principal ICT Officer has access
to the data. Further the Data 1s mirrored in the local server with the Principal ICT Officer having
Super access credentials as contained in the scope of works as per appendix iv of the contract.

1, We are currently able to produce reports as envisaged on page 29 under reports and enquiries
of the contract. The reports based on eriteria and role based will be concluded during this
extension periodd. The vendor has obligation to offer support and maintenance as listed under
part 3 (j) on page 11 of the contract. He will continue to provide support to generate reporis not
anticipated earlier.

Committee Observation

The Commirttee observed that despite significant payments (89% of the contract sum) made 1o a
vendor for a Revenue Automation Sysiem, several key deliverables, including full system
integration and handover, remain incomplete. The vendor's continued hosting of county data
himits the County's ownership and control, posing a risk to data secunty and sovereignty. This
indicates a failure of contract management and oversight by the responsible officers, as required
under Sections 68(2)d) and (¢) of the PFM Act.

Commitiee Recommendation

The Committee recommends the County Exceutive Committee Member for Finance to
ensure the full integration of the Revenue Automation System with all other county
systems (1FMIS, HRIS, HMIS, GIS, G-PAY) and to finalize the complete handover of the
system to the county, including Tull ownership and control of its data, as per the contract
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terms and provides a status report to the Office of the Auditor General within ninety (91)
days of the adoption of this report.

Lack of Risk Management Policy

Review of the internal controls of the County Executive revealed the Risk Management Policy
had not been developed and there were no fraud prevention mechanisms put in place. Further.
Operational and Disaster Recovery Plans were also not provided. This was contrary 1o
Regulation 158(1) of the Public Finance Management {County Governments) Regulations, 2015
that require the Accounting Officer 1o develop risk management strategies. which include fraud
prevention mechanism and a system of risk management and internal control that builds robust
business operations.

In the circumstances, the County Executive was not in a position to identify risks, rank them and
allocate adequate resources to mitigate them.

Management Response
The management acknowledged the audit observations and responds as follows:

During the audit exercise, the Managemem of the County Executive had not developed a risk
management policy. implemented fravd prevention mechanisms. or established operational and
disaster recovery plans. However, based on the audit report, the management has now developed
the County Risk Management Policy, incorporating fraud risk assessment, prevention, detection
and response strategies,

Committee Observation

The Committee was informed by the Office of the Anditor General that the approved Risk
Management Policy had been provided.

Committee Recommendation

The Committee recommends that the matter be marked as resolved.

T8



2. Lack of Follow-Ups on Internal Audit Recommendations

Review of the County Executive Intermal Audit Directorate reports revealed that
tollow-up on internal audit recommendations was not consistently conducted. As a resuli, there
was no assurance that Management action plans developed in response to audit findings have
been effectively implemented.

In the ¢wcumstances, the County's effectiveness of assessment of internal controls, risk
management and governance could not be confirmed.

Management Response
The management acknowledged the findings and responds as follows,

The management through internal audit unit makes follow up of previous audit findings for each
sudit review conducted as per the attached sample report for Amatsi water services company
limited.

Committee Observation

The Commuttee observed that follow-up on internal audit recommendations was not consistently
conducted, as required by Regulation 165(1) of the PFM (County Governments)
Regulations, 2015,

Committee Recommendation

The Committee recommends that the County Executive Committee Member (CECM) Tor
Finance undertake administrative action against the accounting officer, in accordance with
section 156(2) of the Public Finance Management Act, for the breach of Regulation 165(1)
of the Public Finance Management (County Governments) Regulations, 2015 and provide
a status report on the actions taken to the Office of the Auditor General within ninety (90)
days from the date of adoption of this repori.
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REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF VIHIGA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR
2024/2025

REPORT ON THE FINANCIAL STATEMENTS
Basis for Qualified Opinion
1. Unreconciled Receivables from Non-Exchange Transactions

The statement of financial position and as disclosed in Note 13 1o the financial stalements
reflects a balance of Kshs.3,191,837 in respect of receivables from non-exchange transactions
which relates to amount due to CRF from receiver of revenue. However., review of receiver of
revenue financial statements revealed that amount collected and yet to be disbursed to CRF
amounted to Kshs.4.292.641, resulting in an unexplained difference of Kshs, 1,102,804,

In the circumstances, the accuracy and completeness of receivables from non-exchange
transactions balance of Kshs. 3,191,837 could not be confimmed.

Management Response

The management acknowledged the Auditor’s observation and wish to respond as follows;

The variance highlighted between the two set of records were as a result of time difference
where the ROR reporied the collections and sweeps to CRF as of 30™ June 2025, whereas CRF
und based on the communication by the National Treasury as well as CoB, the cutof date was
14% July, 2025.

Below is the reconciliation of the time difference between the ROR and CRF;

L



RECONCILLIATION OF TIME DIFFERENCE BETWEEN ROR AND
CRE
o | Amount Kshs.

Reported receivable in CRF 3,191,837
Add: Receipts from previous year 2023/2024 1,612,136
Add: Hl:écp by ROR but reported by CRF in

previous year 2023/2024 2,025,200
| Add: collection between 1t July to 14th July

2025 6.428.062
Total 13,257,235
Less: Sweeps to CRF between st to 14th July (8,964,594
Cash and cash equivalent in ROR 4,292,641

Committee Observation

The Office of the Auditor General informed the Committee that the vanance arose due 10 timing
difterences, which were subsequently reconciled and satisfactonly explained.

Committee Recommendation

The Committee recommends that the matter be marked as resolved.

2. Variances between the County Revenue Fund and Recciver of Revenue under Own
Source Revenue

The statement of cash flows reflects an amount of Kshs. 189,706,363 in respect of own source
revenue received from Receiver of Revenue (ROR). However, the statement of revenue and
disbursement for receiver of revenue reflect an amount of Kshs. 184,379 104 in respect of own
source revenue disbursed 1w CRF, resulting in unexplained and wnreconciled variance of
Kshs 5,327,259,

In the circumstances, the accuracy and completeness of the own source revenue received from
Receiver of Revenue amounting to 189 706,363 could not be confirmed.

|
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The management acknowledged the Auditor’s observation and wish to respond as follows:

The vanance highlighted between the two set of records were as a result of time difference
where the ROR reported the collections and sweeps to CRF as of 30" June 20235, whereas CRF
and based on the communication by the National Treasury as well as CoB, the cutofl date was
14% July, 2025. Below is the reconciliation;

RECONCILLIATION OF TIME DIFFERENCE BETWEEN ROR AND
CRF

Amount Kshs,

Reported OSR in CRF as of 14™ July 2025 189,706,363
Add:  Sweeps reported by ROR but not
reflecied in the CRF at the end of FY

202472015 1,612,136
Add: Sweep by ROR in FY 2024/2025 but was

reported by CRF in previous year 2023/2024 2,025,200
Total 193,343,699

Less: Sweeps to CRF between 15t to 14th July (8.964,504)
Sweeps to CRF by ROR as of 30™ June,2025 184,379,104

Committee Observation

The DAG informed the Commitiee that the variance arose out of the timing differences which
were reconciled and explained
Committee Recommendation

The Committee recommends that the matter be marked as resolved.



Emphasis of Matter
L. Late Disbursement of Funds

The statement of financial performance as disclosed in Note 6 reflects an amount of
kshs 5,714,284 568 in respect of exchequer releases, However, review and analysis of the
County Revenue Fund Bank statements revealed an amount of Kshs.2,260.563,179 or 39.6%
wits dishursed to the County Executive in the fourth quarter of the financial vear resulting to
delay in implementation of budgeted programs.

Late disbursements affected the implementation of planned activities and may have impacted
negatively on service delivery 1o the residents of Vihiga County.

Management Response

The management acknowledged the Auditor’s observation on the above subject matter and is
fully in agreement with the Auditor.

The National Treasury should ensure a timely disbursement of funds to County Governmenis as
provided in law to enhance service delivery 1o the citizens.

Committee Observation
The Committee noted underperformance of the budget due to late exchequer releases.

Commitiee Recommendations

The Committee recommends that:

1. The National Treasury should ensure timely release of funds to county governments in
line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act;

2. The County executive puts in place measures to enhance its own generated Revenue in

order lo meet its revenue target and address revenue shorifalls; and

The County Assembly to exercise their powers as outlined in Article 201 of the

Constitution to ensure budgets are realistic and espouse people’s aspirations.

L

2. Budgetary Control and Performance
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The statement of comparison of budget and actual amounts reflects tal revenue budget and
actual receipts on comparable basis amounting to Kshs.7, 105,896,878 and Kshs.6,465,813,70%
respectively resulting in under realization of Kshs.640,073.171 or 9% of the total revenue
budget. Similarly, Management made actual pavments amounting to Kshs. 3,997 828,974 against
actual receipts of Kshs 6,465,823, 708 resulting in an under absorption of Kshs. 467,994,734 or
1% of the available funds.

In the circumstances, the under realization and under absorption may have affected the planned
activities and impacted negatively on service delivery to the public,
My opinion 15 not modified in respect of these maiters.

Management Response

The management acknowledges the audit observation and wishes to response as follows;

That, the under realization of Kshs. 640,073,171 was as a result of County Government failing
to receive all its donor funded projects funds as was budgeted for.

Another reason included in the budgeted figure i1s the appropriation in Aid that does not go
through the CRF account.

On the other hand. the under absorption of the budget was majorly occasioned by late
disbursement of funds from National Treasury where a t1otal of kshs. 2.341.184,659 were
disbursed towards the end of fourth quarter,

Committee Observations

1} The Commitiee observed that there was non-implementation of budgeted projects by the
County Executive during the vear due 10 late exchequer releases by the National |reasury.
The delay in project implementation will deny the county residemts the required service
delivery gceruing from those projecs.

2} The committee further observed that there 15 delav/non release of donor funds 1o county
governments which aflects coumty budget implementation tmeline.

Committee Recommendations

The Committee recommends that;

1. The National Treasury should ensure the timely release of lunds to county governments
in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act, 2012;
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2. The County executive puts in place measures to enhance its own generated revenue o
meel its revenue target and address revenue shortfalls; and

3. The Commitiee recommends that the National Treasury align donor funding with the
County’s budget implementation timeline to mitigate risks arising from the non-release
of budgeted donor funds, which often lead to stalled projects and accumulation of
pending bills.,

Other Matter
Unresolved Prior Year Matters

In the prior year's audit report, issues were raised under the Report on Financial Statements,
Lawfulness and Effectiveness in Use of Public Resources and Effectiveness of Internal Controls,
Risk Management and Governance, respectively. Review of the status during audit of the
County Revenue Fund in 2024/2025 revealed that the following three (3) issues remained
unresolved:

Financial | Audit Issue
Year
| 2023/2024 Late disbursement of funds to the County Executive
2 2023/2024 Closing Fund Balance -
'3 |20232024 | Budget Control and Performance

Management Response

The management acknowledges the auditor’s observation on the above subject matier and
responds as follows;

The issues highlighted above as unresolved, are as a result of;
|. County Government not receiving its equitable shares on time as provided in law

2, Time reporting different between the County Revenue Fund (CRF) and Receiver of Revenue
(ROR)

3. Late disbursement of exchequer by National Treasury and failure to receive all donor funded
projects fund as budgeted for,
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Committee Observations

1) The Committee observed that there was late disbursement of funds by the National Treasury
during the financial vear 2023/2024.

2) The committee noted variances in the closing balances between the County Revenue Fund
{CRF) and Receiver of Revenue {ROR ) due to differences in reporting timeline.

Committee Recommendations

1. The National Treasury should ensure the timely release of funds to county
governments in line with the cash disbursement schedules approved by the Senate and
comply with Article 219 of the Constitution and Section 17(6) of the Public Finance
Management Act, 2012;

2. The County Executive should reconcile the two sets of records and provide status
report to the Auditor General within sixty (60) from the adoption of this report; and

3. The Commitiee recommends that the National Treasury align donor funding with the
County"s budget implementation timeline to mitigate risks arising from the non-release
of budgeted donor Tunds, which often lead to stalled projects and accumulation of
pending bills.

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REFPORT OF VIHIGA COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL
YEAR 202472025

REPORT ON THE REVENUE STATEMENTS

Qualified Opinion

Basis for Qualified Opinion
I. Understatement of Transfers to County Revenue Fund
The statement of revenue and disbursements and as disclosed in Note 22 to the revenue

statements reflects an amount of Kshs 184,379,104 in respect of disbursement to County
Revenue Fund (CRF). However, the County Revenue Fund statement of financial performance

By



reflects un amount of Kshs. 189,706,363 in respect of own source revenue receipts from receiver
of revenue resulting in unreconciled variance of Kshs.5.327.259 between the two (2) sels of
statements.,

In the circumstances, the completeness and accuracy of the disbursements to CRF balance of
Kshs 184,379,102 could not be confirmed.

Management Response

The management acknowledged the auditors finding and responds as follows;

The difference arose due to the timing of the financial yvear closure between the Receiver of
Revenue (RoR) and the County Revenue Fund (CRF). The RoR closure of the financial vear
was 30" June 2025, however, the CRF operated under the extended closure period of 14" July
2023, The collection received between 1% -14% July 2025 was reflected in the CRF records and

not in the RoR statements, leading 1o the variance.

The reconciliation is as shown below;
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Reconciliation between ROR and | Date of sweep | Amount Total
| CRF (kes)
As reported by ROR 184,379,104
Less: Sweeps reporied by CRF n -
FY 2023/2024 but recorded by
ROR in the FY 2024/2025 due to
difference in ot off dates
(appendix 1.1) B/72024 (2,025.200)
Less: Sweeps reported by ROR but
had not reflected in the CRF
statement as al the close of the
financial year (appendix 1.3 and
1.3) 19/5/2025 (1.612,136)
Add: Sweeps to CRF for the period
Ist to 14th July 2025 not reported | 3/7/2025 5,199,184
by ROR
(appendix 1.2 and 1.4) 4/7/2025 147,788
8/7/2025 1,340,827
107772025 54,535
14/7/2025 2,222,260 8,964,544
As reported by CRF
189,706,363

Committee Observation

The Office of the Auditor General informed the Committee that the variance arose due to timing
differences, which were subsequently reconciled and satisfactorily explained.

Committee Recommendation

The Committee recommends that the matter be marked as resolved.

8E



2. Long Outstanding Receivables from Non-Exchange Transactions

The statement of financial position and as disclosed in Note 26 1o the revenue statement reflects
balance of Kshs37.665.504 in respect of receivables from non-exchange transactions
comprising of single business permit and land rates amounting Kshs. 16,103,250 and
kshs. 21,562,254 respectively. However, the opening statement as at 1 July, 2024 reflect balance
of Kshs.21.562,254 in respect of land rates which have been long outstanding for over one (1)
vear. Management have not shown any effort of recovery of the debts casting doubt on
recoverability of the debis,

In the circumstances. the accurncy, completencss and recoverability of the long outstanding land
rates amounting to Kshs, 21,562,254 could not be confirmed.

Management response

The management acknowledged the finding and responds as follows;

The management has initiated enforcement mechanism by issuing demand notices, as a result
we've managed to collect kshs 415210 as of 31 of December 2025, For the non-responsive, the
management will initiate legal repossession as per section section 7(6) of the Vihiga County
Finance 2024,

Committee Observation

The Commitiee observed that enforcement measures were implemented by the County
Executive through the issuance of demand notices; however, a number of defaulters remained
non-responsive despite these notices.

Committee Recommendations

The Committee recommends that the County Executive put in place appropriate measures
to ensure the timely recovery of receivables. Further, the Committee recommends that the
Auditor General review and report on the status of the receivables in the subsequent audit
evele,

Other Matier

a4
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Unresolved Prior Year Matters

In the prior year's audit report, several issuwes were raised under the Repornt on Revenue
statements, Lawfulness and Effectiveness in Use of Public Resources, and Effectivencss of
Internal Controls, Risk Management and Governance, respectively. Review of the status during
audit of the Receiver of Revenue - County Government of Vihiga in 20242025 revealed that the
following matters remained unresolved.

Management Responsc

The management acknowledged the Auditor’s observation and responds as follows;
Muost of the issues raised in the prior yvear's audit report were addressed by the management as
shown in the status column below

No. Audit Issue Status
l Understatement of Rent Revenue | The rent deductions are done through payroll
Collections {check off). The cases of under collection are due
to the 1/3 rules on the payslip.
2 Inaccuracies in Single Business | This was Caused by the mismatch between the
Permits Collections calendar vear and the financial year, We however
implemented enforcement measures o collect the
arrears for the calendar vear 2024 declared by
June 30'™ 2024 - Addressed
3 Understated Arrears Under | This was corrected and reported correctly in the
County Stalls 2024/25 pudit - Addressed
4 Unsupported Amrears of Revenue | The arrears schedule was provided during  the
audit for the financial report for the FY 2024/25,
Addressed
5 Non-Disclosure of Commission | Commuission was listed as a separate stream in the
Earned from Services Rendered in | FY 2024/25 - Addressed
Processing Payroll Deduction for
Third-Party Institutions
s Unreconciled Transfers to County | Arises due to end of vyear date differences

Revenue Fund

between CRF and RoR. The differences were
reconciled. - Addressed

90




T Budgetary Control and | The streams which did not meet the budgeted
Pertormance annual targel in the FY 2023/24 mel their target
m the FY 2024/25, except for the hire of
machiner
8 Linresolved Prior Year Matters Resolved
9 Low Target Semting on Revenue | We have adopted the Centred Moving Average 1o
Collecthions sel the Ohwn Source Revenue target - Addressed
11 Failure to Surrender FM Radio | Funds swept at the closure of FY 2024/25 -
Advertising Receipts Addressed
11 Oudated  Valuation  Roll  in | Valuation roll prepared to by the Executive and
Revenue Collection submitted 1o County assembly for approval
12 Inactive E-Services on the Vihiga | The link is active, and clients are able to pay for
County Website parking - Addressed
13 Weaknesses in Management of | The calendar year muns  from  January  to
Single Business Permit December. while the financial year July to June.
Al the time of the closure of the FY, there were
outstanding arrears which the county applied
enforcement measures to collect the funds -
Addressed
14 Failure to Have a System that | The system s now able to wentify paid and
Identifies Paid and Outstanding | unpaid invoices
Invoices. - Addressed
15 Lack of Inspection Linit Reports Inspection reports shared during the audit for the
FY 2024/25. - Addressed
|6 Under performance in lssuance of | The county met and exceeded the target for
Single Business Permits single Business Permit for the Financial Year
202425 by achieving KShs 51,201,022 against a
target ol Kshs 36,161,680 - Addressed
17 Inetfective Internal Controls on | Internal controls have been initiated on hire of

Revenue Collection (Hire of

Machinery

machinery.

Committee Observation

vl
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The Committee observed that the County Executive had not taken action on the following issues
raised in the Report of the Auditor-Creneral lor the Financial Year 2023/2024;

i Understatement of rent;

1. Unreconciled transfers 1o the County Revenue Fund,
i, Outdated valuation rolls; and

iv. Hire of machinery.

Committee Recommendations

1. the County Executive should implement the Senate recommendations in the Auditor
General’s report for the Financial Year 2023/2024 adopted by the Senate.

2. the County executive complies with section 53 of the Public Andit Act, 2015 by taking
action on the issues raised by the Auditor General and submits a report to the Auditor
General within 90 days of the adoption of this report,

1. The County Executive should engage with the Office of the Auditor-General to address
and resolve any outstanding matters,

4. The Auditor General should list any nnresolved andit paragraphs in the report of the
subsequent financial vear.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Basis for Conclusion
1. Ilrregular Hire of Machines and Equipment

Note 20 1o the revenue statements discloses expenditure of Kshs. 1,170,030 on hire of County
asse1s comprising of hire of machines & equipment and hire of County stadia/ground amounting
to Kshs 110,030 and Kshs 60,000 respectively. Included in the hire of machines and
equipment balance are unpaid voices amounting to Kshs. 1,040,030, Management has not
explained how long the amounis have been outstandimg and why the machines were hired belore
payment contrary (0 Section (1) of the Vihiga County Finance Act, 2024 which provides thal a
person who wishes 1o use a County machine shall first apply for a permit to the relevant
department of the County Government in the prescribed form on payment of the fee prescribed
in subsection (2) of this Section.



In the ¢ircumstances, Management was in breach of the law.

Maungtmenl respionse

The management acknowledged the audit finding and responds as follows;

The machines were hired out to provide services to county awarded projects on the

understanding that this will be paid once the contractors are paid their dues. The contractors are
included on the list of service providers awaiting payment.

Name Contract details Contract sum | Amount due to
KShs county for hire
of Machine-Kshs
Deslico Enterprise | Maintenance of wvohovaole- | 3,822,548 532,790
Limited Chamilu road
Golden Crest Limited Opening of  Inanga- | 2,639,630 | 80,930
Wamuzumu Road
Keluva General Services | Rehabilitation of Lubanga- | 208,331 42,840
Limited Butiti Spring Road
Fridoca Solutions | Maintainance of Musikura- | 3,477,771 83,470
Limited Chemongo Road

However, we are engaging them to pav and so far, we have recovered a total of KShs 200,000
and we are following up the balance.

Committee Observations

|} The Committee observed that the County Government purchased machmery for road
maintenance but, instead of utilizing the machinery directly, opted 1o contract private entities
o mantain the roads using the same machinery.

2} The Committee further noted that Section 8(1) of the Vihiga County Finance Act, 2024,
requires that any person wishing to use county machinery must first apply for a permit from
the relevant County Government department in the prescnbed form and pay the fee specified
under subsection (2) of the section,

Committee Recommendation

1. The Committee recommends that the Ethics and Anti-Corruption Commission { EACC)
conduct an investigation into the acquisition and wse of the machinery to determine
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whether there was a possible loss of public Tunds, and to recommend prosecution of any
culpable officer(s).

2. The Committee further recommends that the County Executive ensure that all
outstanding debts are fully recovered.

2. Failure to Issue Notices to Tenants and Under Collection of Rent

The statement of revenue and disbursements and as disclosed m Note 17 to the revenue
statements reflects Kshs. 14,191,315 in respect of property rent which includes revenue from
County housing amounting to Kshs. 4,490,075, Review of records maintained by the Department
of Physical Planming, Lands, Housing and Urban Development revealed 100% occupancy.
However, rent payment records show that only 53% ol the tenants were paving renl,
Management had not i1ssued three (3) months notices to the lenants who were nol paying rent
contrary 1o Section (3) of the Vihiga County Finance Act, 2024 which provides that a person
who defaults to pay the rent prescribed under this section shall be issued with three (3) months®
notice and be liable to eviction from the premises without other notice on the expiry of the sixth
muonth,

Further, pavroll deductions records for rent in respect of County housing revealed that some
members of stalt were irregularly under-paying rent for occupied houses as tabulated below:

Chargeable
Pavrall i
Rent Per | Under
Deductions g Lt
(Kshs) Finance  Act | Billing
House No. Estate { Kshs) (Kshs)
Mbale Rural )
SMEDAMGS | 0,000 5,000
MBALEMEDAMGS) iTm'ming | 15 5 000
e . | Vihiga Referral | . .
IBAL E/MED/GCIMGHT 2.500 f3.000) _
MBALEMED/GC(MGHC) Hosp, 1.500
T
MBALEMED/ICMGTC) | Vimiga  Refermal |, o) 6,000
Haosp. 3,500
; . Mbale Rural
EMEDALG s S !
MBALEMEDANLGIA) Training [, 501} 4, (0K 3 500
bal
MBALEMEDALGIC) | Mbale Rural | | 00 4,000 ]
I'raming 2,500

VR




o bale
MBALE/MEDAMGIR) | Mbale Rural | 4 500 6.000
Trmmng 2,004

Vihi T
thiga:  Referral | , o0 6,000

MBALEMED/TB{MGTB) Hosp. 2.000

This was contrary to Section 7(1) of the Vihiga County Finance Act, 2024 which provides that;
@ person occupying a plot, stall or o building leased or rented out by the County Governmient
shall pay rent, at the rate specified in the last column of the relevant Part of the Fourth Schedule.

In the circumstances, Management was in breach of the law,
Management response
We acknowledged the auditors finding and respond as follows;

Rent is collected through payvroll deductions. The seven identified above are those whose payslip
cannot accommodate the full deductions due 1o 1/3 rule. The instruction is with payroll to affect
the deductions when the pavslips allow.

On the other hand, some ol the houses have been converted o offices and a few are vacant. The
management is updating the register 1o incorporate the changes,

Committee Observation

I} The Commitiee noted that the Accounting Officer elected not 1o collect rent arrears, contrary
1o the requirements of Section 7(1) of the Vihiga County Finance Act, 2024,

2} The Committee further observed that, whereas Section 7(3) of the Vihiga County Finance
Act, 2024 provides that o person who defaults in paving the prescribed rent shall be issued
with a three-month notice and may be evicted from the premises without further notice upon
the expiry of the sixth month, the Accounting Officer chose not 1o exercise the authority of
eviction, This lailure resulted in a loss of County funds.

Committee Recommendations
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1. The Committee recommends that the County Governor directs the accounting officer
to surcharge any responsible officer and ensures the recovery of all eutstanding and
accruing rent arrears, in accordance with section 65 of the Public Audit Act.

2. The Committee further recommends that the Accounting Officer exercises the powers
conferred under section 7(3) of the Vihiga County Finance Act, 2024, to evict all tenants
whao have rent arrears in default for more than three months.

3. Outdated Valuation Roll Applied for Revenue Collection

As previously reported, the statement of revenue and disbursements and as disclosed in Note 7
to the revenue statements reflects an amount of Kshs 938,182 i respect of land rate revenue,
Examination of documents provided for audit revealed that the valuation rollland register was
last updated in 2005, However, the County Government of Vihiga has been basing its revenue
collection on the same despite not updating these records. Consequently, the valuation, accuracy
and completeness of the applicable rates may not be reliable.

This was contrary to Regulation 63(1)a)} of the Public Finance Management (County
Governments) Regulations, 2013 which states that an accounting officer and a receiver of
revenue are personally responsible for ensuring that adequate safeguards exist and are applied
for the prompt collection and proper accounting for, all County Government revenue,

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

Managemen! Response
The management acknowledged the auditors” findings and responds as follows:

The valuation roll was prepared and forwarded to the Vihiga County Assembly for approval
vide letter dated 25" March 2024,
Committee Observation

The Committee noted that the County Executive had not updated their valuation roll as required
under Section 3 of the Valuation for Rating Act CAP 266 thus leading to under-collecuion
property rates.

Committes Recommendsation

e



I. The Committe¢ recommends that the County executives should expedite updating of
valuation roll in accordance with Section 3 of the Valuation for Rating Act CAP 266 so
as to reflect current market values for optimal revenue collection and comply with the
guidelines of the Public Sector Accounting Sector Boards of reporting in the FY
2023/2024; and

1, The Aunditor General should review the matter and report in the subsequent Audit
cycle.

Basis for Conclusion
Failure to Undertake Internal Aundit Reviews

During the year under review, 1t was noted that there was no internal audit review of the
Receiver of Revenue - County Government of Vihiga activities contrary to section 153(1) of the
Public Finance Management (County Government) Regulations, 2015 which require that the
internal Auditor shall review the effectiveness of the financial and non-financial performance
management system ol the entities.

In the absence of constani reviews by the internal audit unit the effectiveness of internal control
and risk management in relation to the entity could not be confirmed.

Management response
The management acknowledged the audit finding and responds as follows;

During the vear, the internal audit unit prioritized high risk areas in the county executive and its
other entities. However, a comprehensive annual work plan that ensures the receiver of revenue
15 audited has been developed and scheduled to be audited in January 2026,

Committee Observation

The Committee noted that although the Internal Audit Department had a verified Annual Work
Plan for the Financial Year 2025/2026, the planned audits had not yet been undertaken m the
time of review,

Committee Recommendation
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The Committee recommmends that the County Executive ensures that the audit function is
adequately resourced to effectively carry out its mandate as provided under Section 155 of
the Public Finance Management Act, 2012, and submits a status report to the Senate
within ninety (90) days from the adoption of this report.

CHAPTER TWO

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF THE AUDITOR GENERAL ON AUDITED FINANCIAL STATEMENTS
OF NYERI COUNTY EXECUTIVE FOR THE FINANCIAL YEAR 2024/2025

The Governor of Nveri County Executive Hon. Mutahi Kahiga, appeared before the Committee
on Wednesday, 4% February 2026 to respond (under vath) to audit queries raised in the Report of
the Auditor General on County Executive, Receiver of Revenue and County Revenue Fund of
Nyeri County for the Financial Year 202425

Basis for Qualified Opinion

QM




. Lack of Land Ownership Documents

1.1 OiTicial Residence of the Governor

The statement of financial position and as disclosed in Note 26 reflects property. plant and
cquipment balance of Kshs 506,369,499, Included in this amount are additions of Work-In-
Progress (WIFP) amount of Kshs.43,235.257, out of which, Kshs 42,449,829 15 in respect of the
construction of official residence for the Governor. However, no land ownership documents in
the form of title deed, certificate of title or certificate of lease for the parcel of land measuring
1.8 acres on which the residence is being constructed were provided for audit verification.

In the circumstances, the accuracy, completeness and ownership of the work-in-progress amount
of Kshs 42,449 829 could not be confirmed.

Management Response

The process of obtaining ownership documents is ongoing as evidenced by the County
Government’s request 1o the National Land Commission. the Commission’s response secking
further information and the County’s subsequent reminder dated 2nd December, 2025 1o fast-
track the approval as illustrated below:

The COK 2010, Article 67 (2) (a) provides that National Land Commission has the function “to
manage public land on behalf of the National and County Governments”™. In this regard lhul
County Government of Nyeri has written to the Commission secking authority 1o prepare Par
Development Plan (PDP) for the land to facilitate formal allocation and titling { Annex | Letter
from Mvent County Government to NLC).

The Commission wrote back and requested to be provided with the current status of the land for
their perusal, information and action. (Annex 2 Letter from NLC to State Dept of Housing). Due
to delay in taking action the County wrote o reminder on 2™ December, 2025 in pursuit of fast-
tracking permission to prepare the Part Development Plan (PDP) 10 enable the titling process.
Unce the authority 1s obtained, the rest of the process will flow smoothly

Committee Observations
The Committee observed that;
1} The Commitiee observed that the County Government commenced and substantially

completed construction of the Governor's ofTicial residence, incurring expenditure of I{:.hs.l
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42,449,829, on a parcel of land for which it does not hold a title deed or certificate of Jease,
This action is contrary 10 the principles of prudent and accountable management of public
assels, undermiming the venfication of ownership, accuracy, and completeness of the work-
in-progress balance as required by Section 104(1)g) of the Public Finance Management
(PFM) Act, 2012, which mandates the County Treasury to act as custodian of the county's
assels,

The lack of title exposes public funds to potential loss and the asset o ownership disputes
and the risk of imegular allocation, violating the constitutional principles of accountability
and prudent use of public money under Article 201 (d) and {€).

Committee Recommendations:

The Committee recommends that the County Executive, in sccordance with Article
67(2)a) of the Constitution which mandates the National Land Commission (NLC) to
manage public land on behall of county governmenis, intensifies its engagement with
the NLC to fast-track the issnance of a title deed for the land. A progress report on this
process shall be submitted to the Office of the Auditor-General and the Senate within
ninety (90) days of the adoption of this Report.

The County Executive is directed to fully implement the findings and recommendations
of the Inter-Governmental Technical Relations Committee (IGTRC) on the transfer of
assels and liabilities from defunct local authorities and provide a status update,

including a clear timeline for resolution, to the Auditor-General within ninety (90)
davs.

. The National Land Commission (NLC) is urge to prioritize the processing and issuance

of title deeds for all public land occupied by county governments, in line with its
mandate wnder Article 67 of the Constitution, to ensure legal certainty and
accountability for public assets.
The Office of the Auditor-General to continue reviewing this matter in subsequent
audits until full compliance and resolution are achieved, as part of its mandate under
Article 229 of the Constitution.

1.2 Nyeri County Aggregation and Industrial Park

The statement of financial performance reflects other grants and subsidies balance of
Kshs.687,166,890 which as further disclosed in Note 13b includes transfer of Kshs 42,224 555

[ {b()



to the Nyeri County Aggregated and Industrial Park Project. It was noted that a Contractor was
awarded contract for the project at cost of Kshs.589.292.137, As at the time of audit in the
month of September, 2025, an amount of Kshs.93,164,980 had been incurred on the project.
However, the project was initinted without a certificate of lease or title deed. In addition, the
apdit verification in the months of May and September, 2025 established that the construction
stalled in May, 2023, at lintel and walling levels with warehouse structures having no roof as the
contractor cited failure to pay value of work certified by the County Executive. The WIP was
not included in the property, plant and equipment amount.

In the circumstances, the accuracy and completeness of the propeny, plant and equipment
amount of Kshs. 506,369,499 could not be confirmed. In addition, the construction of County
Aggregation and Industnal Parks at o cost of Kshs 589,292,137 may be at risk of ownership
disputes.

Management Response

This parcel of land s legally owned by the County Government of Myeri and available for
development through a judgement in the favor of the County Government of Nveri date 17"
April 2014 at Environment and Lands Court Nyeri. (Annex 4 copy of judgement) The County
Government will undenake, land subdivision with assistance of The National Land Commission
50 that CAIP can have its own land title deed.

The CAIP was a project to be funded jointly by the County Government and the National
Governmemt where each was to contribute Kshs 250m totaling to Kshs 300m. (Annex 3
Approved CGAAA 2025) The County Government contributed Kshs 100m but the National
Government has not made any dishbursements (o date. The amount of Kshs 93,164 980 paid was
part of the County counterpart funding. Thercfore, failure by the National Government 1o
disburse funds has led to the delay in settlement of the raised centificates for certified works.

Further, the amount of WIF was not capitalized during the penod under review but was caplured
as an expenditure under Transfers to Other Government Entities. Following the auditor’s
recommendation, this amount will be capitalized during the three vears transitional period alfter
valuation of assets since the County has adopted the phased approach in transitioning to acerual
basis of accounting,

Committee Observations
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1) The Committee observed that the construction of the MNveri County Aggregation and

Industrial Park (CALP), valued m kshs, 389,292 137, commenced and stalled at hintel level
due to the Natienal Government's failure 1o disburse its conditional allocation of Kshs, 250
i i

The Committee further observed that, the project was imtiated on land without a certificate
of title, despite the County Government holding a court judgement affirming ownership. This
situstion contravenes the principle of sound project conceptualization and exposes the
significant public investment to potential ownership disputes, violating the requirement for
accountability in the use of public funds under Article 201 of the Constitution and Section
104 of the PFM Act, 2012, The failure of the National Government to release funds as per
the approved County Government Additional Allocation Act. 20235, directly caused the
stalling of a critical development project.

Committee Recommendations:

The Committee recommends that, in order to achieve the primary objective of the
County Agro-Industrial Project (CAIP) which is to foster growth in manufacturing and
investments through agro-industries while sustainably enhancing the productivity of
the agriculture sector, the National Government should actively engage with County
Governments. This engagement should empower Counties to identify and prioritize
initiatives that promaote inclusive and decent job creation, as well as increase farmers’
incomes through participatory approaches. Consequently, this will establish a
collaborative platform enabling farmers, processors, exporters, research institutions,
industrial bodies, and Government entities to engage effectively in agro-industrial
development;

The County Executive establishes a project management and monitoring Svstem o
help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 within ninety (90) days of the adoption of this report;

The County Executive, in collaboration with the National Land Commission, should
fast-track the land subdivision and issuance of a title deed for the CAIP within sixty
davs from the date of adoption of this Report, and provide evidence of the same to the
Auditor-General and the Senate Public Accounts Committee.

the National Treasury should ensure timely release of funds to county; and
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4. The Office of the County Governor to prioritise completion ol existing and stalled
projects and provide a budget for their completion and provide a status update to the
Auditor General within (90} days of the adoption of this report.

2. Voided Payments

Analysis of the Integrated Financial Management System (IFMIS) system payments indicated
that two hundred and eighty-three {283) transactions with a value of Kshs.230,423.834 were
voided during the year. However. no evidence was provided to confirm that the Controller of
Budget was informed of the voiding of the pavments o as to make necessary adjustments and
approval.

In the circumstances, the accuracy and regularity of the voided transactions amount of
Kshs. 230,423,834 could not be confirmed,

Management Response.

The management has token note of the 283 wvoided transactions with o value of Kshs
230,423 834 ps indicated in the audit findings. It's important to note that the voided transactions
oceurred under two scenarios e, before a request for withdrawal of funds from the CRF which
does not necessitate the notification of OCOB as no reguisition has been raised, and after a
request of approval for withdrawal of funds from the CRF by the OCOB whereby the office is
notified via a letter of recall. Consequently, all these transactions were notified to the National
Treasury for issuance of voiding nghts.

MNote® there was no diversion of funds, as all the payments had adeguate budgetary provisions
within the approved estimates.

Committee Observations

1) The Commitiee observed that 283 transactions valued @t Kshs, 230,423,834 were voided in
the IFMIS system. The County Government failed 1o provide sufficient evidence that the
Controller of Budget (CoB) was notitied of these voided transactions 1o facilitate necessary
adjustments, as required by the CoB's oversight role under Article 228 of the Constitution,

2} The voding practice obscures the audit trail, hinders etfective oversight, and raises concemns
about the regularity and accuracy of financial transactions, contravening Section 792 )(b) of
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the PFM Act, 2012, which requires public officers 1o ensure resources are used in a lawlul
and authorized manner.

Commitiee Recommendations:

. The Committee recommends that the County Governor takes administrative action against
the relevant accounting officers for failure to maintain a proper audit trail and for potentially
circumventing established financial controls, as provided for under Section 74 of the PFM
Act, 2012,

. The Controller of Budget, in exercising its mandate under Article 228 of the Constitution to
formally linise with the Auditor-General to conduct a forensic review of the voided payments
to ascertain their legality, regularity, and whether they constituted an attempt to divert public
funds. A report on the findings should be submitted to the Senate within six months.

. The National Treasury to reconfigure the IFMIS system, in collaboration with the Central
Bank of Kenya, to prevent the voiding of approved transactions without an automatic and
secure notification to the CoB and Auditor-General. This should be done within six months of
the adoption of this report, in line with its mandate under Section 12 of the PFM Act, 2011.

. The Committee recommends that the Ethics and Anti-Corruption Commission (EACC)
expedite investigations into the voided payments, guided by Section 58{1)(c) of the Ethics and
Anti-Corruption Commission Act, 2011, to determine il any elements of corruption or
economic crime exisi.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison ol budgel and actual amounts reflects final budgel of
Kshs.B.207 408 969 apamnst actual reccipts of Kshs. 7486, 210.205 resulting to a shortfall of
Kshs. 721,198,764, Further, the Executive spent Kshs7.251.269.505 against receipts of
kshs. 7,486, 210,205 resulting 1o under expenditure of Kshs 234,940,700,

The under-funding and under-performance affected the planned activities and may have
mmpacted negatively on service delivery to the public

Management Response
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For the Fmancial Year ended 30th June 2025, the County recorded an actual receipt of Kshs
7.496.210.205 of the budget resulting to a shortfall of Kshs. 721,198,764 which is atiributed (o,
non-disbursement of the expected conditional grants as provided for in the approved resource
basket based on the County Governments Addimonal Allocation Act, 2025,

Further. out of the targeted Own Source Revenue (OSR) of Kshs. 200 million, the County
realized Kshs. 6B4 million, representing a performance rate of 85.5%.  thus, o
underperformance in OSK. coupled with the underfunding by the donors constrained the
County s ability 1o fully absorb the budgeted amount of Kshs, 8.2 billion.

In addition, the County Government was not able to fully absorh the budget due to delay in
release ol funds by the Natiomal Treasury leading to accounts payables (pending hills)
amounting 1o Kshs 342m. Therelore, the underperformance of budget was mainly due 10
exogenous [actors.

Committee Observations
1} The Committee observed that the County Executive's budget performance was
significantly affected by a revenue shortfall of Kshs, 721,198,764 and an under-
expenditure of Kshs, 234940700, This was primarily attributed 1o the National
Treasury’s delayved disbursement of equitable share and conditional grants, contrary 1o the
clear timelines set out i Article 219 of the Constitution and Section 17(6) of the PFM
Act, 2012, which require transters (o be made without undue delay.

2) Addinonally, the county's underperformance in own-source revenue (OSR) s 85.5% of
s target indicates weaknesses in revenue admimstration, impacting the county's ability
to hinance its planned activities and dehiver services elfectively.

Committee Recommendations:

The Committee recommends that the National Treasury strictly complies with its
constitutional and statutory mandate under Article 219 of the Constitution and Section
17(6) of the PFM Act, 2012, by ensuring timely and full disbursement of funds to county
governmenis in accordance with the approved cash disbursement schedule.

The County Executive is directed to put in place immediate and effective measures to
enhance its  own-source revenue collection, including  strengthening  its  revenue
administration systems, o meet its annual revenue targets and reduoce over-reliance on
national government transfers, in line with the fiscal responsibility principle in Section
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107(20a) of the PFM Act, 2012, A detailed revenue enhancement plan shall be submitted
to the Auditor-General and the Senate within ninety (90) days,

Other Matter

Unresolved Prior Year Audit [ssues

In the prior vears' audit reports, several issues were raised under the Repont on Financial
Statements, Lawfulness and Effectiveness in Use of Public Resources, and Effectiveness of
Internal Controls, Risk Management and Govemance, respectively. Review of the status during
audit of the County Executive in 2024/2025 revealed that the following matters as shown in the
Appendix | remained unresolved.

Financial | Audit Issue Implementation status
Year
| | 2023/2024 | Budgetary Control and Performance | e Continuous ¢Tort to realize the e

revenue as per the budget hines to o
intended expenditure
s Delayed exchequer
continuously affected budget absorg
o Payment of pending bills for the
that accumulated in the FY 2023-20

i p———

relense

F-d

2023/2024

Delaved Exchequer Disbursements

Delaved cxc‘ﬂequer wis disbursed in
2024-2025. However, subs
disbursements contmue to be delaved.

3 | 20232024

Pending Bills

Out of Kshs 192269444 declared.
| 78,280,662 was paid during the yvea
review, thus led to an outstanding p
bills amount of Kshs 13,988,782 whii
provided for in the FY 2023-2026 Bud,
has since been paid.

4 | 20232024

Regularity  of Human Resource
Management Practices
(u) Expenditure on Employee Cost

Bevond Legal Limn

(b} Unremitted Payroll Deductions

a) Continuous monitoring of wa
and emphasis on raising revenug

by This related 1o the emplove

LT e

1 (M



(¢} Non-Comphance to the Law on
SwdT Ethnic Diversity

(d) Non-Compliance with a Third
of Basic Salary Rule

(e} Failure 10 Meet Recruiiment
Thresholds  for Persons  with
Disabilities

() Salaries Paid Outside the IPPD
Payroll

party  deductions such as w
organization s which are not del
the IFMIS System. The 1
Government of Nveri 15 contir
encournging the organizatio
formerly  define with  the
Treasury,

¢) Broadening advertisement ¢
by embracing social media to ¢
reach in addition 1o the major de

d) Resolved at senate level

¢} Continuous emphasis for PW

apply for available vacancies

i Resolved

2023/2024

Adhere to the
Effectiveness of Implementation of
Audit  Recommendations

Failure o

The County has been implementu
recommendations as most of the issue
recur in the subsequent audits.

2023/2024

Non-Comphance with the Law on
Development Expenditure

The County has always been setting
more than 30% in its budgetary allocat
development but duc the revenue sl
that was attributed 1o the lack of Jun
equitable share and failure by the do
release the expected conditional grant:
projecied budget, affected budgel absm

202372024

High Cost of Electricity for Street

Lights

Continuous  efforts o transition
conventional electricity sources to cle
rengwable energy alternatives as arli
in the Nyeri CIDP 11T on developme:
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solar park.

g | 2023/2024

Lse of Asbestos for Roofing of the
County Rental Houses

9 | 202372024

= r——

The County 15 gradually replacing a
while taking cognizance of environ
considerations and budget availability,

Irregular Pavments to the Council of
Governors

These pavments are consistent with th
and policy framework 200
intergovernmental relations i.e articles
129 of the COK 2010, the Imergovemn
Relations Act 2012 and the Cour
Governors charter

10 | 202372024

Motor Vehicle Assessment Reports
for Insurance

Resolved at senate level

11 1 2023/2024

Debt Management Statement

Timelines

Resolved at senate level

12 | 2023/2024

Performance of County Budget and
Economic Forum (CBEF)

Resalved o senate level

13 | 2023/2024

Lack of Approved Building Plans

Resolved at senate level

14 120252024 |Idle  Medical  Equipment  at | Resolved at senate level
Marumoru Level 4 Hospital

15 [ 2023/2024 | Failure 1o Submit  Financial | Resolved at senate level
Statements  for  Donor  Funded
Projects

16 [ 2023/2024 | Failure to Maintain an  Updated | Resolved at senate level
Fixed Assets Register

17 (20232024 | Failure w0 Implemem  Risk | Resolved at senate level

Management Policy

Committee Observation
The Committee observed that several matenial audit issues from the Financial Year 2023/2024
remain unresolved, as detailed in Appendix | of the report. This persistent recurrence of 15sues,

particularly in budgetary control, human resource management. and compliance. demonsirates a
svstemic failure by the County Executive 1o fully implement previous andit recommendations,
This is a direct violation ol Section 53 of the Public Audit Act, 2015, which requires entities 1o
take action on Auditor-General's reports. and undermines the principles of sccoumability and
good governance enshrined in Article 10 and 201 of the Constitution.
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Committee Recommendations

the County Executive should implement the Senate recommendations in the Auditor
General’s report for the Financial Year 20232024 adopted by the Senate.

. the County executive complies with section 53 of the Public Audit Act, 2015 by taking

action on the issues raised by the Auditor General and submits a report to the Auditor
General within 90 days of the adoption of this report.

The County Executive should engage with the Office of the Auditor-General to address
and resolve any outstanding matiers.

The Auditor General should list any unresolved audit paragraphs in the report of the
subsequent Minancial vear.,

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Basis for Conclusion

Long Outstanding Employee Pavables

The statement of financial position as at 30 June, 2025 reflects trade and other pavables of

kshs. 342,359,626 and as disclosed in Note 32 1o the financial statements, the balance incudes
employee payables amounting to Kshs 110,483,849, However, review of the pavable's ledger
revedaled that public officers ot the County Executive undertook official activities using private
lunds and later claimed the same. This was contrary to Regulation 93(4 W d) Public Finance
Management Regulations {County Government), 2015 which requires that before making
official journey the Accounting Officer should ensure adequate funds are available against the
relevant items of expenditure to meet the proposed expenditure. Further, some employee
payables date back to the financial vear 2019/2020, It is not clear why they were not cleared as
the first charge in the subsequent financial vear. This was contrary to Regulation 41(2) of the
Public Finance Management Regulations { County Government), 2013,

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

Management Responise
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The Counmty Government of Nyveri has been having unresolved employee’s pavables dating back
to the transition period and this issue was resolved recently. Subsequently, the management has
commenced a gradual settlement plan for the outstanding cmployvee pavables, having paid
pension of Kshs 45 M in the 20242025 FY, Currently, the County has an outstanding employee
pavable of Kshs 7im relating to pensions that has been provided in the 20252026
Supplementary Budget,

This pension was due 1o Youth Polytechnic Instructors and Health Officers seconded to the
County Government during transition and it was noi clearly stipulated whether the pension was
to be catered for by the parent Ministry or the County Government. After further consultation it
was cstablished that the pension scheme was 1o be catered for by the County Government after
appointing the Scheme Provider.

Diespite officers using their own funds, the County adheres 1o Regulation 93(4)(d) of the Public
Finance Management (County Governments) Regulations, 2015, by ensuring that Accounting
Officers confirm the availability of adequate funds against the relevant expenditure items before
approving any expenditure, Officers may undertake official activities without funds despite
being approved due to the following reasons;

In most instances, County Departments receive invitations Lo participale in meelings. trainings,
and workshops ot very short notice. The systemic delay in releasing the equitable share of
revenue from the National Treasury intensifies existing challenges, as the process of
requisitioning and obtaining approval for the transfer of funds from the Office of the Controller
of Budget is already lengthy and may take more than a forinight. As a result, officers are ofien
unable to access the requisite funds in time to facilitate their participation in such activities,

Consequently, officers may therefore be required 1o use their own resources pending
reimbursement 1o pariicipate in eritical capacity building forums, intergovernmental
engagements, and other time bound PFM activities. This approach ensures the County s
representation in essential national and regional engagements, continuity of service delivery, and
compliance with directives issued by higher levels of government. even when funding delays
pCeur,

Committee Observations

The Committee observed that the County Executive has accumulated long-outstanding
employee pavables and pension arrcars amounting to Kshs, 110,483,849, some dating back 1o
FY 2019/2020. This contravenes Regulation 4 1(2) of the PFM {County Governments)
Regulations, 2013, which requires that outstanding debts ol a previous financial year be o first
charge on the County Revenue Fund in the subsequent vear,



[he Committee further observed that public officers were required 10 undertake official duties
using personal funds due 1o delavs in fund releases, and subsequently sought reimbursement,
This practice. while explained by cash-flow challenges, is contrary 1o Regulation 93(4)d) ol the
PFM (County Governments) Regulations, 2015, which requires an Accounting Officer 1o ensure
adequate funds are available against the relevant expenditure items before an official journcey is
made,

Commuttee Recommendations
The Committee therefore recommends that:

1. that trade payvables due for more than 365 days be considered indicative of poor
financial management and that the County Executive provides actionable payment
plans to the Controller of Budget (CoB) within ninety (99) days of the adoption of this
report, failure to which the subsequent quarter budget releases will not be effected:

2. that the County Executive pays all payables due to stafT within ninety (90) days of the
payables becoming due, failure to which the subsequent gquarter budget releases will
not be effected;

3. that the County Executive pays all statutory deductions to the relevant agencies within
the statutory deadlines’ failure to which the subseguent guarter budget releases will
nol be effected:;

4. that the County Executive pays all pension deductions to the relevant funds within
ninety (90) days of the deductions becoming due, failure to which the subsequent
quarter budget releases will not be effected;

5. that the Ethics and Anti-Corruption Commission investigates the pending bills owed to
stafl, statutory deductions and pensions to establish whether any funds due to staff
were retrieved from the County Revenne Fund, and if so, how the funds were utilised,
with a view to recommending the prosecution of persons determined linble for
misdirecting the funds;

0. that all County Governments pay verificd pending bills amounting to less than Ksh. 1
billion by the end of this financial year and those above Ksh.l billion by the end of the
financial year 2026/2027; and

The Commatiee further recommends that

I, pursuani to the provisions of Regulation 41(2) & (3) of the Public Finance Management
(County Governments) Regulations, 20135, County Governments prepare and submit to
the Controller of Budget, a pavment plan, priontizing payment of pending bills as a firsi
charge on the County Kevenue Fund, failure to which the subsequent quarier budget
releases will not be done;
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ii.  the Controller of Budget takes into consideration the efforts made by a county
povernment (o clear inherited pending bills when approving exchequer releases:

iii.  County Governments shall only pay pending Bills contained in their respective
procurement plans pursuant to Regulation 50 (2) & (3) of the Public Finance
Management (County Governments) Regulations:

iv.  Supplementary budgets for county governmenis are prepared in the 3rd Cuarier 1o curb
instances of arbitrary re-allocations out of the approved budget estimates;

v. County governments, in consultation with the Controller of Budget, to provide a budgel
for completion of all existing projects and that initiation of new projects (o cease until
completion of the existing projects:

vi.  County governmenis shall conduct public participation while formulating supplementary
budgets, failure to which the Controller of Budget (CoB) shall not approve the
supplementary budgets; and

vii,  The Office of Controller of Budget and the Senate will monitor compliance and apply
sanctions if payment plans are not honoured.

Regularity of Human Resource Management Practices

Lack of Annual Recruitment Plans

The audit review of positions filled during the period indicates that two hundred and fifty-six
{256) persons were recruited for various positions. However. the corresponding annual
recruitiment plans were not provided for audit, Management did not provide evidence on
implementation of internal controls with reference 1o the provision ol approved annual
recruitment plans in accordance with Public Service Commission requirements.

However. even though Management had explained that all County Departments have been
directed to submit their Human Resource Plans by 30 June of each financial vear to allow timely
preparation and approval of the consolidated Annual Recruitment Plan, there was no proof
provided indicating that this was followed in the vear under review,

In the circumstances, comphance with annual recruitment planning could not be confirmed.
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Munugement Response

Management acknowledges the observation by the Auditor General and provides the following
clanification and corrective measures;

Clarfication on the Observation:

During the period under review, the County Public Service Board undertook recruitments based
on duly approved departmental requesis ansing from work force gaps occasioned by retirements,
resignations, transfers, and newly created positions aligned 1o emerging service delivery needs.

Although recruitment activities were informed by departmental staffing requests and available
budgetary provisions, the formal consolidated Annual Recruitment Plan document was not
finalized and submitted to the County Public Service Board as required. This was mainly
attributed to delays in the submission of departmental human resource plans.

Notwithstanding this, all recruitment exercises conducted during the period were based on the
approved staft establishment, budger allocations, and in compliance with the principles of merit,
equity and transparency as outlined in the County Governments Act and Public Service
Commission Regulations.

Corrective and Preventive Actions:

The County Public Service Hoard has since strengthened its human resource planning processes
to ensure full compliance with Section 590 1) g) of the County Governments Act, 2012, and the
provisions of the HR Policies ond Procedures Manual.,

A standardized format for departmental human resource plans has been developed to guide the
identification of staffing needs and lacilitate the consolidation of an Annual Recruitment Plan
aligned to the County Integrated Development Plan (CIDP), Annual Development Plan ( ADFP),
and approved personnel emoluments budget.

All County departments have been directed 1o submit their human resource plans by 30th June
of each financial vear o allow timely preparation and approval of the consolidated Annual

Kecruitment Plan.

A control measure has been imstituted requiring that no recruitment shall be processed unless it
is supported by an approved Annual Recruitment Plan.

The County Public Service Hoard, in collaboration with the County Treasury and the Directorate
of Human Resource Management, will continue to integrate human resource planning with the
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budgeting process to enhance accountability and ensure prudent staff establishment
management.

A monitoring and evaluation framework has been established to track the implementation of
approved recruitment plans and ensure all staffing activities are aligned with approved plans and
budget provisions,

Committee Observation

The Committee observed that the County Public Service Board recruited 256 persons without a
consolidated and approved annual recruitment plan. This is contrary to Section 5% | Hg) of the
County Governments Act, 2012, and undermines the prin¢iples of structured human resource
planning, budget discipline, and transparency in public appointments. This lack of planning can
lead to unsanctioned growth of the wage il and haphazard stalling.

Committee Recommendation;

The Committee recommends that the County Public Service Board ensures full compliance with
Section 3% 1 )(g) of the County Governmenis Act, 2012, by developing and approving a
consolidated Annual Recruitment Plan. No recruitment shall be undertaken in any subsequent
financial year unless it is provided for in the approved Annual Recruitment Plan, which must be
aligned with the approved budget and the County Integrated Development Plan.

Salaries Pand Outside Integrated Personnel and Fayroll Database (IPPD) System

Analysis of sampled payroll data of between the month of July, 2024 and December, 2024
revealed that two hundred and ninety-six {296} persons in the Finance and Health Departments
were paid a total of Kshs. 19213386 through manual payment vouchers outside the Government
recommended Integrated Personnel and Pavroll Database (IPPD) Management System. This was
contrary o The National Treasury Circular No. 16/2020 which requires personnel emoluments 1o
be controlled in the Public Personnel Database and supported by IPPD. Management did not
illustrate efforts undertaken 1o regularize this anomaly during the six-month period.

In the circumstances, Management was in breach of the guideline as outlined in the circular.
Management Response

Explanation of the cause
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I'he County Government of Nyeri had newly recruited officers who didn’t have personal file
numbers, including the interns. Consequently, during the quoted period (i.e. July 2024 and
December 2024 ), which was the transition period from the [PPD to the HRIS KE, the
remuneration of the affected emplovees had to be made outside the IPPD since they were
already in service,

Immediate Correction

During the period, requisitioning of the payroll numbers was done and to date all employees
mcluding interns have been issued with payroll numbers and integrated in HRIS -Ke system and
no employee is being paid through manual Payroll except salary arrears for officers deleted from
payroll / officers who have left service, Community Health Promoters (CHPs), Gratuity for stafl
on contract, Pension CPF and extraneous allowances for the Govemnors security officers who are
not County Government employees.

Committee Observation

The Committee observed that 296 emplovees, including interns and newly recruited staff, were
paid a total of Kshs. 19,213,386 through manual vouchers outside the IPPD system. This
practice contravenes National Treasury guidelines (e.g., Circular No.16/2020) designed to
ensure centralized control of personnel emoluments, prevent fraud, and mamtain data integrity,
While the County has since integrated these officers, the initial practice created a significant
internal control weakness.

Committee Recommendations:

The Committee therefore recommends that: -

‘The Senate notes that the process of issuance of Personal File numbers is inefficiem in counties
and therefore directs the National Government (State Department of Public Service) in
conjunction in the Council of Governors (CoG) to prescribe and design an efficient human
resource management system 1o be used by counties;
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The County Governor should ensure that casual workers are enguged in line with the relevant
laws and the approved stafl establishment and provide a status update (o the Auditor General
within 60 days of adoption of this report:

Pursuant to Article 235 of the Constitution of Kenva, the Committee directs that the Cabinet
Secretary (CS), Ministry of Public Service, Youth and Gender Affairs to develop regulations 1o
provide guidance and clarity to county governments on engagement of casual employees,
contracted workers, acting positions and a platform for management of county human resources;
and

the Oflice of the Auditor General 1o momitor the matter in the subsequent andit cycle.

Integrated Personnel and Payroll Database (1PPD) System not Aligned 1o Approved Staff
Establishment

A review of IPPD system established that four hundred and two (402) designations were
configured as at 30 June, 2025, However, out of the four hundred and two (402) configured
designations, three hundred and twenty-three (323 ) were not aligned with the designations in the
approved staff establishment. Further, two thousand nine hundred and eighty-seven (2,987)
emplovees were placed in these three hundred and twenty-three (323) designations.

In the circumstances, Management did not fil] positions as per the stafl estublishment.
Muanagement Response
Review of Stall Establishment to Optimize Stafling Levels

The County Government reviewed its Staft Establishment on June 2025 to run from 2025-2028,
The previous Stafl Establishment expired on 2024 as it was running for a span of four years
effective 2021-2024. Following its expiry, there was a need to review the current stuffing levels
and roles. The review entatled analyzing the current staffing levels relative to operational needs
and workload, identification of positions that could be consolidated or restructured to eliminate
redundancies, streamlining organizational structures 1o enhance efficiency and reduce
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administrative overheads, so as to reduce the wage bill without compromising service delivery
quality,

There are some designations in the Integrated Personnel and Payroll Database (IPPD) System
that cannot be aligned to the Siafl’ Establishment, for example designations of staff from the
defunct local authorities which are referred 1o as *salary to self”. This translates that the officers
shall hold the same designation until they exit from the County public service or upon upgrading
of the qualifications. The aforementioned designations do not have Scheme of Service therefore
has no clear career progression. In some instances where the duties have been overtaken by
technology for example that of Telephone Opermtor, the officers have been assigned other duties
like customer care which is crucial in hospital setups.

To resolve the above, the County Public Service Board has been harmonizing and integrating
the stafl into the mainstream public service. Officers with the prerequisite qualifications in the
respective Scheme of Service have/are being harmonized. Further, the Board provided for
designations in the Staff Estoblishment as they are in their respective Schemes of Service for
example Labourers have been provided for as Support Staff.

Committee Observation

The Committee observed that 323 designations in the IPPD system, covering 2,987 employees,
are not aligned with the county's approved stalT establishment. This misalignment, largely
atributed to staft inherited from defunct local authorities, creates an opague human resource
structure, obscures career progression paths, and undermines the imegrity of the staff
establishment as a tool for workforce planning and control. This contravenes the principles of an
organized public service.

Commtiee Recommendations;

The County Governor should ensure that casual workers are engaged in line with the relevam
laws and the approved staft establishment and provide o status update to the Auditor General
within 60 davs of adoption of this report;

Pursuant 1o Article 235 of the Constitution of Kenva, the Commitiee directs that the Cabingl
secretary (C5). Ministry of Public Service. Youth and Gender Affairs 1o come up with
Regulmions to provide guidance and clarity to county governments on engagement of casual
emplovees, contracted workers, acting positions and a platform for management of county
human resources;

The Committee recommends that the County Public Service Board, in accordance with the
provisions of the County Governments Act and the Public Serviee Commission Act, expedites
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the harmonization and integration of the affected stafl into the mainstream County Public
Service: and

the Office of the Auditor General to monitor the matier in the subseguent audit cvele.

Failure to Meet Recruitment Thresholds for Persons with Disabilities

The County Public Service Board recruited ninety (90} employees during the yvear under review,
However, no Persons Living with Disability were recruited contrary to the provisions of part
B.23 (2) of the Human Resource Policies and Procedures Manual for the Public Service, 2016
which sets a threshold of 5% of positions 1o be filled by Persons with Disability and Section
S9(3)a) of the Employment Act, 2007 which states that no employer shall discriminate directly
or indirectly against a prospective employee mter alia, on grounds of disability.

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

Management Response

The County is committed 1o fostering a diverse and representative workforce and leadership
structure. s alfirmative action measures specilically promote the inclusion of persons living
with disabilities (PWDs) in recruitment and leadership roles. These measures are anchored in the
Constitution of Kenva, notably Article 27, which guarantees equality and freedom from
discrimination, and Article 56, which mandates affirmative action for marginalized groups.

All job postings are crafted to attract a diverse pool of candidates. Language explicitly
encouraging applications from underrepresented groups is included for example, stating that the
County Government of Nyeri 1s an equal opportunity employer and that persons with disabilities
are encouraged 1o apply. Advertisements are widely dissemmated through local newspapers, the
County website, and the offices of the National Couneil for Persons with Disabilities (NCPWD)
to reach qualified candidates.

However, it is noted that, in many cases, responses from persons with disabilities remain low,

Committee Observation

(R



Phe Commitiee observed that despite recruiting 90 employees during the vear, the County
Public Service Board Fatled o recrunt any persons with disabilities (PWDs). This is a direct
contravention of Section 54(2) ol the Constitution, which mandates the State (o ensure the
progressive implementation of the principle that at least five percent of members of the public in
elective and appointive bodies are persons with disabilities, and Article 232(1 i) on affording
adeguate and equal opportunitics for appointment, training, and advancement, It also violates
Part B.23(2) of the Human Rescurce Policies and Procedures Manual for the Public Service,
2016.

Committee Recommendation:

The Committee recommends that the County Public Service Board, as a matter of
urgency, develops and implements a targeted affirmative action plan, as envisioned by
Article 27(6) of the Constitution, to attain the 5% employment reservation for Persons
with Disabilities. The plan must set specific, measurable targets for the next recruitment
cycle and demonstrate how the Board will proactively reach out to and attract qualified
PWDs.

Lack of Stall Ethme Diversity

Review of employee records for the County Executive provided for audit revealed that, the
dommant ethnic community emploved constituted 93.6% (3,443) out of the total population of
3.675 emplovees. This 15 contrary to Section 7(2) of the National Cohesion and Integration Act,
2008 which provides that no public establishment shall have more than one third of its stall
Irom the same ethnic community.,

Further, an examination of payroll records and a list of new recruitments conducted under the
year 20242025, revealed that the County Public Service Board recruited ninety (90) emplovees.
However, eighty-five (85) or 94% were from the dominant ethnic community while six (6) or
6% employees were from other communities, That was contrary 1o Section 63( 1 )(e) of the
County Governments Act, 2012, which requires at least thirty percent (302} of the vacani posts
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at entry level to be filled by candidates who are not from the dominant ethnic community in the
County.

In the circumstances, Management was in breach of law.

Management Response

The County Public Service Board recognizes the importance of fostering diversity and
inclusivity in its recruitment processes. It has been noted that, despite broad advertising efforts,
only a small proportion of applicants come from non-dominant communities. In response, the
Board diligently considers this limited representation during candidaie selection to ensure
complinnce with legal mandates promoting equitable opportunities.

To progressively address and reduce this disparity, the Board has implemented targeted
measures, including:

Explicitly Stating Commitment to Diversity: All recruitment adverts clearly communicate the
Board s commitment to diversity and inclusion, encouraging applications from underrepresented
Eroups,

Consideration of Non-Dominant Communities: During the selection process, special
consideration is given Lo candidates from non-dominant communities, aiming to enhance thewr
representation in the workforce,

Broadening Advertisement Channels: Recruitment opportunities are advertised not only locally

but also in national newspapers and other media platforms to reach a wider and more diverse
pool of apphicants.

These efforts reflect the Board’s commitment to creating a workforee that mirrors the Country’s
rich cultural and social diversity, thereby prometing social cohesion and equal opportumty for
all citizens.

Committee Ohservation

|20



The commitiee observed that the County Executive had a total of 3,675 emplovees out of which
3,443 or 93.6% were from the dominant local community in the County. This is contrary to the
provisions of the National Cohesion and Integration Act, 2008 which stipulates that st least 30%
of employees should be from communities other than the dominant one.

Committee Recommendations:

The committee recommends that:

the County Executive adheres to section 63( 1 )(e) of County Governments Act and ensures that
at least thirty percent of the vacant posts at entry level are filled by candidates who are not from
the dominant ethnic community in the county; and

The Committee recommends that the Standing Committee on National Cohesion, Equal
Opportunity and Regional Integration undertake a post legislative scrutiny on the application of
Section 7(2) of the National Cohesion and Integration Act (Cap, TN) to County Governments

Inclusion of Retired Officers in The Payroll

Analysis of Integrated Payroll and Personnel Database (IPPD) payroll dana as at 30 June, 2025
revealed that there were fifteen (15) employvees who had attained the retirement age of 60 years,
but were still in the payroll. This is contrary to public sector guidelines on retirement age.

In the circumstances, Management was in breach of public sector guidelines on retirement age.

Management response
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The aiTected officers had exited service with pending administrative and ¢learance issues and. as
such, were not formally cleared at the ume of retirement. Consequently. while their records were
temporarily retained in the Integrated Personnel and Payroll Database (1PPEY) system and
reflected in the staff register for administrative tracking, they were not being paid any salary
during the period of retention.

Subseguently, authority was granted by the County Public Service Board vide reference letter
COGN/CPSBHRM/YVOL. 1/618/ dated 1 1th November 2025, To regularize the matter. Upon
receipt of this authority, the affected officers were formally cleared and their records were duly
deleted from the Hris-Kenya system, in accordance with established human resource
management and payroll control procedures.

Attached for audit venification are the Last Pay Certificates (L.P.C.) for the concerned officers
and a card from the National Council tor persons with Disability Reg. No, NCPWD/P/7653 who
retire at the age of Sixty-five years.

SMo | Officer's Name Pavroll-Num | Age | REMARKS

l Miss Muriuki, 1979216474 | 63 yrs | Retirement Notice, Cleared and
Mercy Nvawira Deleted.

2 Mr Makwaganda, | 1980142125 | 68 yrs | Required Boards Authority
Fred Ovieno

3 Mr Kamau, Philip | 1981118763 | 64 yrs | Required Boards Authority
Ndegwa

4 Miss Kanyogoro, 1983035288 | 63 vrs | Retirement Notice, Cleared and
Juhiah Wamuyu Deleted.

5 Mrs Ndegwa, 1984001313 | 64 yrs | Special need. KRA
Shelmith EXEMPTION
Waruguru

fi Mr Ndiritu, Benson | 1984057615 | 65 yrs | Special Need
Mundia

7 Niogu, Bernard 1983047312 | 63 yrs | Retirement Notice, Cleared and
Kabiru Deleted.

B Miss Ndoria, Mary | 1988012772 | 61 yrs | Retirement Notice, Cleared and
Wainuku = Deleted.

Y Mr Kihumba, John | 1988061323 | 61 vrs | Retirement Notice Deleted
Macharia

10 Dr Mithamao, |9RBORIN0OE | 63 yrs | Special need.
Agnes Wawira

| 11 Mr Perminus, 19860006177 | 63 vrs | Required Boards Authority




Alfred Kinyua
12 Mr Wambugu, | 9RS0017740 | 64 vrs | Reguired Boards Authority
David Ndigirigi B
13 Mr Gituku, John 20010005124 | 61 yrs | Appealed to the Public Service
Macharia Commission for cancellation of
retirement. Boards decision
upheld.
14 Mrs Mathenge, 20070064123 | 63 yrs | Retirement Notice, Cleared and
Loise Wangui Deleted. Disability card
15 Mrs. Munanu, 20181460836 | 61 yrs | Retirement Notice, Cleared and
Lucy Wakarindi Deleted.

Committee Observation

The Committee noted that fifteen officers who had attained the mandatory retirement age were
still reflected mn the payroll. While management ¢larified that most were not being paid pending
clearance, their presence on the payroll is an anomaly that creates a risk of irregular pavments
and misrepresents the county's human resource data. The retention of a 68-vear-old officer,
beyond even the extended retirement age for PWDs, indicates a serious lapse in intemal
controls. This contravenes public service guidelines on retirement and the principle of orderly
exil from service.

Committee Recommendation:

The Comminee recommends that the County Public Service Board and the County Department
of Human Resource Management establish a robust and aumomated svstem o wentify officers
approaching mandatory retirement age at least one year in advance. This will ensure that Last
Pay Certificates are processed promptly and that officers are formally cleared and removed from
the payroll immediately upon retirement, in compliance with public service regulations,

High Wage Bill
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The statement of financial performance for the year ended 30 June, 2023 and Note 9 to the
statements reflects emplovee cost expenditure amount of Kshs 4.493,693.474 out of the
budgeted revenue of Kshs. 9004034 684 translating to 50% of the réevenues. This s contrary Lo
Regulation 25( 1 }a) and (b) of the Public Finance Management (County Governments)
Regulations, 2013 which states that the county government's expenditure on wiges and benefits
for its public officers, shall not exceed thirty-five (35) percent of the county government’s total
revenue.

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

Management Response

The elevated compensation expenditure is attributed to the following key factors:
Inherited Workforce from Defunct Authorities and National Government

Following the implementation of devolution, the County Government inherited over 5300
emplovees from defunct local authorities, in addition to more than 2,500 employees previously
under the National Government. These stalf’ members were primarily based in the former
Cemtral Province Headquarters and the eight (8) districts.

A significant number of these employees were already serving in senior positions, which
translated into higher salary obligations from the outset of devoelution, This legacy burden
continues o exert sustained pressure on the County 's wage hill.

Recruitment to Support Devolved Functions

The establishment of County Governments and the transfer of devolved funclions necessitated
the recruitment of technical personnel, as the inherited workioree did not possess adequate
expertise in certain critical areas. To effectively deliver on its mandate, the County has had to
emplov additional staff including the newly recruited ECDE teachers, contributing 10 an
merease in overall personnel costs.

Nationally Negotiated CBAs and Salary Increments
The nationally negotiated Collective Bargaining Agreements (CBAs), particularly for medical
personnel. led to significant salary increments. These agreements were concluded without

consideration of county-specific fiscal constraints, thereby further inflating the County s wage
hill
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. Taking Services Closer 1o Mwananchi

The wage ill has been program-driven, arising from the County Government’s commitment 1o
decentralizing services to the lowest administrative units in line with the Constitution of Kenva
20,

Tomanage its high wage bill, the County Government of Nyen has implemented several
strategic measures, The County Government has instituted o comprehensive strategy 1o improve

Onwn Source Revenue (OSR) and diversify revenue inflows, including funds from donors and
development partners. The kev components of this strategy include:

(i) Enhanced Enforcement; Strengthening compliance through rigorous monitoring, auditing,
and follow-up actions against defaulters to minimize revenue leakapes.

(i1) Capacity Building: Continuous training and professional development programs for revenue
officers to improve efliciency. accuracy, and customer service standards in revenue collection,

(i )Stakeholder Engagement: Strengthening partnerships with community leaders, businesses,
and other stakeholders 1o enhance cooperation and support for revenue initiatives,

tiv) Skills Audit: The County Public Service Board, together with the Departiment of County
Public Service Management and with technical assistance from the Minstry of Public Service.
Performance and Delivery Management (State Department of Public Service), is conducting a
thorough skills audit. This imitiative secks to:

ldentify existing skills and competency gaps across all departments,

Align individual capabilities with the County’s strategic pouls and service delivery
requirements,

Inform targeted raming and recruitment to address critical skills shortages,

Support succession planning and talent management 1o build a sustainable work force.
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The skills audit will serve as a foundational tool fori
capacity enhancement.

e planning and

(V) Review of S1afl Establishment to Optimize Staffing Levels

In collaboration with the Kenva Devolution Support Programme (KDSP), the County 15
undertaking a comprehensive review of its staff establishment. This process will:

Analyze current staffing levels relative to operational needs and workload,
Identify positions that can be consolidated or restructured to eliminate redundancies,
Streamline organizational structures to enhance efficiency and reduce administrative overheads,

Optimize the wage bill without compromising service delivery quality.

The review is expected 1o foster a leaner; more agile workforce better aligned with the County’s
fiscal realities and strategic objectives.

(vi) Internal Recruitment and Redesignation

The County Public Service Board is prioritizing internal recruitment to Al vacant posts,
ensuring that existing employvees are promoted or transferred into roles that best it their skills
and experience. This approach:

Minimizes additional payroll costs by utilizing the existing workforce,

Boosts staff morale and motivation through career advancement opportunities,

Ensures continuity and institutional memory in key operational arcas,

Allows for effective redeployment of human resources in line with evolving service demands.

(vir) Hinng Freeze on Non-Essential Positions

| 26



To manage costs prudently, the County Executive Committee, in coordination with the County
Public Service Board, has imposed a hiring freeze on non-essential and non-priority positions,
Recruntment gomg forward will be strictly based on:

Departmental priority needs,

Strategic alignment with County development plans,

Budget availability and fiscal sustainability.

Additionally, the County has outsourced some critical services, including security and cleaning,
to professional firms. This strategy helps to:

Reduce fixed salary and benelits costs,
Leverage specialist expertise and improve service quality,

Provide greater operational flexibility and cost control.

{viii) Translation of Terms of Service

As part ol the drive 10 optimize the wage bill, the County is converting emplovees from contract
terms o permanent and pensionable status. This transition is projected to:

Reduce emplover gratuity contributions from 3 1% to 15%, translating into significant cost
savings,

Improve emplovee job security and morale, enhancing productivity and retention,

Align employee benefits with statutory pension requirements, promoting long-term financial
sustainability.

Committee Observation

The Committee observed that the County Executive's wage bill during the FY 2024/2025 stood
at 50% of its total receipts. This affected the budgetary allocations available for development
projects.
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Committee recommendations
The Committee recommends that—

the management should provide to the Auditor General and the Senate the measures it will put in
place 1o contain the high wage bill within ninety (90) days of the adoption of this report;

the management should strictly adhere to the provision of paragraph 23(1 )(bh) of the PFM
(County Government) Regulations, 2015 which stipulate that the county wage bill should not
exceed 35 per cent of the county total revenue:

the County Executive puts in place measures to enhance its own source revenue collection in
order to address the wage ill gap;

That pursuant to the High Court orders issued in Matindi v Salaries and Remuneration
Commission & another f2026] KEHC 753 (KLR). the Salaries and Remuneration Commission
submits to the Committee a copy of the court ordered affidavit detailing the following—

time-bound strategies it has developed and is implementing to achieve a 35% public wage bill 10
revenue ratio;

collaborative measures being jointly implemented in conjunction with the County Governmenis;
and

advisories and/or directives issued 1o curb abuse in payment of allowances to State and public
officers, percentages of reduction of wage 1o revenue ratio and savings being made per every
year arising from the strategies and mterventions it has put in place and implemented.

The Auditor General should continue monitoring the issue in subsequent financial vears.

1. Excessive Budget Allocation to the County Assembly of Nveri

The approved budget for the County Executive for the financial year 2024/2025 was
Kshs.8,750,998,795 while the County Assembly’s budget was Kshs, 796,625,715 translating to
9% of the total County revenue. As a result, the approved budget allocated Kshs. 184,055 800
extra 1o the County Assembly, This was contrary to Regulation 25(1)(f) of the Public Finance
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Management (County Governments) Regulations, 2015 which provides that the approved
expenditures of a County Assembly shall not exceed seven percent (7% ) of the total revenues 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,
Management Response

The allocation to the County Assembly was based on the Countv Allocation of Revenue Act
(CARA). 2024, which provided a ceiling of Kshs. 710.5 million and formed part of the County
Assembly’s approved budget. In addition, the County Assembly had sccrued obligations
amounting to Kshs. 31.5 million from FY 2023/2024, resulting in a recurrent allocation of Kshs,
7420 milhon. Further, a development allocation of Kshs. 34.7 million brought the total
approved allocation for the County Assembly to Kshs, 796.6 million, as highlighted in the audit

report.

However. the amount appropriated as balance brought forward and the development allocation
does not form part of the ceiling and hence the allocation was sirictly adherent 1o the approved
County  Allocation of Revenue Act. 2024 ceiling. Therefore, while the Public Finance
Management (County Governmenis) Regulations, 2015 discourpge allocating more than 7% of
the County’s total revenue, or more than twice the personnel emoluments 1o the County
Assembly. the adjustment made was guided by the provisions of the approved County
Allocation of Revenue Act (CARA) which was necessary to strengthen institutional capacity.

Committee Observations

1) The Committee observed that the allocation to the County Assembly of Kshs, 796,625,715
constiluted 9% of the county’s total revenue, exceeding the 7% ceiling provided for in
Regulation 25(1)(f) of the PFM (County Governments) Regulations, 2015,

2) While the management’s explanation references the County Allocation of Revenue Act
(CARA) and the inclusion of prior year balances and development allocation, the statutory
ceiling 15 intended 10 ensure fiscal prudence and balance between the legislative and
executive arms. The breach of this clear regulatory limit indicates a disregard for fiscal
responsihality principles.

Committee Recommendation:
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The Committee recommends that the Senate Standing Committee on Finance and Budgel
should consider review of Regulation 25(1)(0) of the Public Finance Management (County
Governments) Regulations, 2015 and ensure that it is consistent with the county assembly
ceilings as provided for by County Allocation of Revenue Act (CARA),

2. Non-Compliance with the Reporting Template

The financial statements presented for audit did not comply with the reporting template as the
cover page of the financial statements indicated that the financial statements were Transitional
IPSAS financial stutements/prepared in accordance with the accrual basis of accounting method
under the International Public Sector Accounting Standards (IPSAS) instead of indicating one
option that was adopted. Further, Note 2 to the financial statements under the statement of
compliance and basis of preparation of financial statements did not specity that these were
transitional financial statements including the transitional provisions it had applied.

In the circumstances, the financial statements did not comply with the reporting template as
prescribed by the Public Sector Accounting Standards Board.

Management response.

The County prepared the financial statements using the reporting templates issued by the Public
Sector Accounting Standards Board (PSASB), note 2 of the financial statementis on comphance
discloses that the financial statements were first time adoption.

Committee Observation

The Committee observed that the financial siatements submitted by the County Executive
Committee Member for Finance did not comply with the reporting template prescribed by the
Public Sector Accounting Standards Board (PSASB). The ambiguity in the cover page regarding
the basis of preparation (IPSAS Accrual vs. Transitional IPSAS) 15 a material non-compliance
that obscurces the financial position and performance of the county and hinders comparability.
This contravenes Section 194( 1 {d) of the PFM Act, 2012, which mandates PSASB 1o prescribe
formats for financial statements,

Committee Recommendation:
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The Committee recommends that the County Executive Committee Member for Finance
ensures that all future financial statements are prepared strictly in accordance with the
formats and standards prescribed by the Public Sector Accounting Standards Board
under Section 194 of the PFM Act, 2012, The Avditor-General is requested to specifically
report on any non-compliance with reporting templates in future audits.

6. Failure to Retain Facilities Improvement Funds (FIF) at the Hospitals

Review of revenue records obtained from Level 4 and Level 5 health facilities in the County
revealed that seven (7) health facilities collected a total Kshs 722.201.876 towards the Health
Facilities Improvement which was transferred to Nverni County Health Services Fund. However,
the Fund reimbursed o total of Kshs. 572,160,313 1o the health facilities resulting in a deficit of
Kshs 150,041,363, This was contrary to Section 5(1) of the Facilities Improvement Financing
Act, 2023 which requires that all monies raised or received by or on behalf of all public health
Facilities be retained in the Hospital Facilities Improvement Financing Account.

In the circumstances, Management was in breach of the law. In addition, failure to reimburse the
total amount transferred by the facilities negatively impacted on service delivery by the health
facilities,

Management Response:

According to the Facilities Improvement Financing Act, 2023, Section 29 under pant 1V of
miscellancous provisions states that “A county government may enact legislation 1o give further
effect to the provisions of this Act in the respective county ™,

It is in this context that Nyeri County Government decided to continue using it's already
exisung Nyeri County Health Services Fund Act, 2021 and it's regulations which was enacted
by the county assembly and implemented in the vear 2021,

The objectives and purposes of the Fund are;

a) improve the quality of health care services,

b) ensure facilities have better access to Ninancial resources.

¢} ensure health facilities are more responsive 1o medical and public health emergencies.

d) ensure an amount totaling o pot less than twenty per cent of the monies are set aside for
disbursement and are equitably allocated to primary health services.
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Therelore. the difference of Kshs, 150m is as a result of the Nyeri-County Health Services Fund
Revenue Model which states that a 3% will be set aside for fund admimistration. then the
remaining amounts will be retained at a rate of 80% by the collecting facility, and 20% 1o be
shared equitably by all primary health services.

Nyeri County affirms that the retention of a 3% administrative fee and the 8020 revenue
distribution under the Nyeri County Health Serviees Fund Act, 2021 are fully lawful and
constitutionally supported. Articles 186 and 191 of the Constitution, together with Part 2 of the
Fourth Schedule, empower counties to legislate, collect, and manage revenue for health service
delivery. Sections 132-136 of the County Governments Act, 2012, and the Public Finance
Management Act, 2012, further require that such funds be managed transparently, accountably,
and in a manner that supports effective service delivery. The 3% fee covers fund admimistration
costs, while the BO/20 split ensures both facility level autonomy and equitable support lfor
primary health facilities.

These provisions are consistent with the Facilities Improvement Financing Act, 2023, which
recognizes facility level retention and equitable use of health facility revenues but allows
counties flexibility in allocation formulas. Nyveri County remains committed 1o harmonizing
reporting, accounting. and audit standards with national [rameworks while maintaining the
autonomy granted by the Constitution o manage its health services fund efficiently and
equitably.

I's important (o note that, the Facilities Improvement Financing Act, 2023 is properly
understond as framework legislation, intended to:

a) Promote uniform standards of financial accountability .

b) Enhance equitable access to health services: and

¢) Enable retention and use of health facility revenues across all counties,
The Act does not expressly repeal or invalidate county health financing laws, nor does 1
purport 1o take over county health service delivery functions which is already devolved.

Committee Observations

1} The Committee observed that the County Executive transferred Kshs, 150,041,563 collected
from health facilities 1o the central County Health Services Fund, and failed to remit it back
to the facilities. This action directly controvenes the national legal framework, specifically
section 5(1) of the Facilities Improvement Financing Act. 2023, which mandates that all
momies raised by or on behall of public health facilities be retained in the Hosputal Facilitics
Improvement Financing Account.
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2) The rehance on the Nyeri County Health Services Fund Act, 2021, which contradicts the
national law, 15 in breach of the principle of erarchy of laws, and neganvely impacts
service delivery by denving facilities the resources they generated

Commitiee Recommendations:

1. The Committee recommends that the County Exeeutive Committee Member for Health
immediately initiate the process of aligning the Nyeri County Health Services Fund Act,
2021, with the provisions of the national Facilities Improvement Financing Act, 2023, as
required by Article 191 of the Constitution to resolve the conflict of laws. A draft of the
amending legislation shall be submitted to the County Assembly within ninety (90)
days.

1. Pending the harmonization of the law, the Committee directs the County Executive to
comply fully with Section 5(1) of the Facilities Improvement Financing Act, 2023, by
ensuring that 100% of the revenue raised by or on behall of health Tacilities is retained
in those facilities' respective Hospital Facilities Improvement Financing Accounts for
their direct use, to safeguard service delivery.
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REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF NYERI COUNTY REVENUE FUND FOR THE FINANCIAL YEAR
2024/2025

REPORT ON THE FINANCIAL STATEMENTS

COualified Opinion

Basis for Opinion

Variance in the Receivables from Non-Exchange Balance

The statement of financial position and as disclosed in Note 16 1o the financial statements
reflects receivables from non-exchange balance of Kshs 4,834,460, However, the balance differs
with pavable-due to the County Revenue Fund of Kshs.681,347.865 as disclosed in Note 34 10
the Receiver of Revenue fmancial statements resulting o an unreconciled variance of

Eshs. 676,513 405,

In the circumstances, the accuracy, completeness and fair presentation of receivable from non-
exchange transactions balance of Kshs. 4,834 460 could not be confirmed.

Managemeni Response

The amount ol Kshs, 4,834,460 recognized in County Revenue Fund (CRF} as receivables was
made up of bank balances totaling 10 Kshs. 4.741.295 and bank charges amounting 1o Kshs.
93,165,

The pavables due 10 County Revenue Fund reported in the Receiver of Revenue Financial

Statements consist of collected revenue amounting to Kshs. 4.741.295 bank balances at the ¢lose
of the perod and arrears of revenue amounting to Kshs. 676,606 570.
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I'he arrears of revenue were represented by Land Rates arrears amounting to Kshs., 606,188,728
and house and stalls rent arrears Kshs, 54,803,431 and Refuse Disposal Fees arrears amounting
o Kshs. 15614411, These were potential receipts in the Receiver of Revenue Financial
Statements disclosed in the statement of arrears but could not be recognized in the County
Revenue Fund since there is no full control of the assets in the CRF. The Revenue arrears (land
rates, rent, refuse fees) represent potential economic benefits to the receiver of revenue but do
not meet the control criterion at the CRF and are therefore disclosed but not recognized as
receivables.

Committee Observations

The Committee observed as follows:

1. The existence of a material unreconciled vaniance of Kshs, 676,513,405 between the

financial statements of the County Revenue Fund and the Receiver of Revenue constitutes a
fundamental failure in the preparation and consolidation of county government financial
reports. This contravenes the Accounting Officer’s responsibility under Section 149(1) of the
PFM Act, 2012.
Further, it fails to meet the requirement for the County Treasury to consolidate all county
government enlity statements under Section 163 of the PFM Act, 20012, 1o present a true and
fair view of the county’s financial position as required by the Constitution's principles of
public finance under Article 201.

2. The Committee observed that the management response correcily identifies that revenue
arrears (e.g., land rates, rent) should be tremed differently from cash or cash equivalents.
However. the PFM framework requires that these arrears be recognized and disclosed in a
manner that ensures transparency and accountability, By not reconciling these figures, the
county has not only created a variance but has also failed 1o accurately present the county’s
total financial assets and potential revenue sireams. This undermines the fiscal responsibility
principles outlined in Section 107 of the PEM Act, 2012, particularly the need for transparent
financial management and prudent fiscal risk management,

Committee Recommendation:
1. The Accounting Officer, in collaboration with the County Treasury and all receivers of

revenue, is hereby directed to immediately undertake a comprehensive reconcilintion of
all financial figures, with specific focus on the variance between receivables and
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pavables. A detailed reconciliation statement must be prepared, explaining the
composition of the Kshs. 676,606,570 in arrears, and submitted to the County Assembly
and the Anditor-General within 90 days. This is in compliance with Sections 149 and
163 of the PFM Act, 2012, which mandate the preparation of accurate financial
statements that reflect a true and fair inancial position of the entity

2. The Accounting OfMicer shall ensure that all stocks of accountable documents, whether
maintained manually or otherwise, are securely kept. Such documents shall be issued
strictly in accordance with the daily operational requirements of the serviee, and
accurate, complete, and up-to-date records of their receipt, custody, and issuance shall
be maintained at all times.

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF NYERI COUNTY RECEIVER OF REVENUE FOR THE FINANCIAL
YEAR 2024/2025

REPORT ON THE REVENUE STATEMENTS

Oualificd Opinion

Basis for Qualified Opinion
1. Variance with County Revenue Fund Amounts
The statement of financial position and Note 34 to the revenue statements reflects pavables - due

to County Revenue Fund balance of Kshs.681,347.865.  However, balance differs with
receivables from non-exchange transactions balance of Kshs.4,834.460 as disclosed in Note 16



of the financial statements of the County Revenue Fund resulting to a vanance of
Kshs.676.513.405.

In the circumstances, the asccuracy, completeness and fair presentation of payables due to the
County KRevenue Fund balance of Kshs.681,347 863 could not be confirmed.

Management Response

The amount of Kshs, 4,834,460 recogmzed in CRF as receivables was made up of bank balances
iotaling 1o Kshs, 4,741,295 and bank charges amounting to Kshs. 93,165,

The pavables due to County Revenue Fund reported in the Receiver of Revenue Financial
Statements consist of collected revenue amounting to Kshs. 4,741,295 bank balances at the close
of the period and arrears of revenue amounting w Kshs. 676,606,570,

The arrears of revenue were represented by Land Rates arrears amounting to Kshs. 606,188,728
and house and stalls rent arrears Kshs, 54,803,431 and Refuse Disposal Fees arrears amounting
to Kshs. 15614411, These were potential receipts in the Receiver of Revenue Financial
Statements disclosed in the statement of arrears but could not be recognized in the County
Revenue Fund since there is no full control of the asset in the CRF.

Committee Observation

The Committee observes that the failure to reconcile the pavables due to the County Revenue
Fund (Kshs. 681,347.865) with the receivables recognized in the County Revenue Fund (Kshs.
4,834, 460) is a matenal misstatement, This contravenes the principle of accurate and transparent
financial reporting as enshrined in Article 201(a) of the Constitution. Furthermore, it fails to
meet the requirement for the accounting oflicer to prepare linancial statements that present a
true and fair view, as obligated under Section 149(2)(b) of the PFM Act. 2012, and Regulation
22{ 1) c) of the PFM Regulations, 2015,

Committee Recommendation

1. The Accounting Officer is directed to immediately conduct a comprehensive
reconciliation of the variances between the Receiver of Revenue and the County
Revenue Fund statements,
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2. The Accounting Officer must ensure that future financial statements are prepared in
strict compliance with the accounting standards prescribed by the Public Sector
Accounting Standards Board (PSASB) to guarantee accuracy, completeness, and fair
presentation, as required by Regulation 101(4) of the PFM Regulations, 2015,

1. Outstanding Collections from Stalls and House Rent

Review of arrcars of property rent revealed an outstanding balance of Kshs 54,803,431 relating
to stalls and houses. This was an increase from Kshs.32,640,683 in the prior vear, representing a
40% increase, While the County has instituted measures such as issuance of demand notices and
carrying oul evictions to recover the arrears, the outstanding balance continues to rise. indicating
that the measures have not been effective in addressing the problem. Further, there was no
evidence of a comprehensive debt recovery strategy. including tenant profiling, repayment
plans, or enforcement of legal action against chronic defaulters.

In the circumstances, the recoverability of the outstanding rent balance of Kshs.54. 803431
remains doubtful, exposing the County to the risk of revenue loss.

Management response

The increase in house and stall rent arrears from Kshs. 32,640,683 1o Kshs. 54,803,431 was due
to a change in the classification of market stalls that were previously classified under market
fees but in embracing accrual secounting, they were correctly placed under houses and stalls.

Rent arrears recovery measures are being instituted by the County to ensure that the dues are
fully settled. These measures include robust enforcement for compliance, arbitration and
negotiation and legal action. Demand Notices have continually been issued 1o defaulters. Waiver
on penalties for houses and stalls will also be considered.

Committee Observation

The Committee notes that despite management’s response, the 40% increase in rent arrears (Lo
Kshs. 54,803,431) indicates o failure in revenue collection effectiveness. The absence of o
comprehensive and documented debt recovery strategy. including tenant profiling, repayment
plans, and legal enforcement agamnst defaulters, amounts 1o a derelicion of the duty 1o protect
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county resources, This inaction exposes the County to significant revenue loss and contravenes
the fiscal responsibility principle of prudent management as per Section 107(2) 0 of the PFM
Act, 2012.

Committee Recommendation

I. The County Exccutive Committee Member for Finance must, within 90 days, develop,
adopt, and submit to the Senate and the County Assembly a comprehensive debt
recovery policy. This policy must include clear timelines for issuing demand notices,
enforcement mechanisms, and legal action against chronic defaulters,

2. The Accounting OfMicer is directed to conduct a bi-annual review of the effectivencss of
these recovery measures and report the status of the arrears to the County Assembly,
as part of the quarterly reporting obligations under Section 166 of the PFM Act, 2012,

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budgeted at
K shs. 800,000,000 against actual receipts of Kshs.682,737.300 on a comparable basis,

This resulted in an under-collection of Kshs.117,262.700, representing 14% of the targeted
revenue, The short fall in revenue may be an indicator of revenue leakages and inefficiencies in
revenue collection.

The under-performance may have affected planned activities at the County Government,
Management Responsc

The County Government had a combined target of Kshs. 1,636,295,127 comprising of Own
Source Kevenue (OSR) target of Kshs, BO0.000,000 and Health Services Fund target of Kshs.
$36.295,127. The total revenue collection for the Financial Year 2024/2025 was Kshs.
1.451.939,176 comprising of Own Source Revenue Kshs, 682,737.300 and Health Services
Fund Kshs. 769.201.876. This was 89% of the targeted revenue despite the fact that the County
wiis owed over Kshs, 400 M by SHA durnng the period under review,
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The County put in efforts and structures to ensure that the Own Source Revenue target of Kshs,
BO0,000.000 was achieved. Despite the efforts, revenue from Land Rates was adversely alfecied
by the continued failure by the National Treasury to remit Contnbution in Lieu of Rates
(CILOIR) to the County amounting to Kshs. 372970,222 an amount which continues to accrue
o date.

Further efforts include updating of the valuation roll where the rate struck has been set through
the Finance Bill 2025 enacted by the County Assembly, This broadens the revenue base by
increasing the Rateable property owners leading 1o increased revenue.

The issuance of Waivers for penalties and interest accrued on land rates was instituted to
encourage compliance and eviction of defaulters for house rent arrears,

Committee Observation

The under-collection of Kshs. 117,262,700 ( 14% of the target) 1s a signilicant deviation from the
approved budget. This under-performance, attributed partly 10 external factors like CILOR, also
points to potential internal inefficiencies and revenue leakages. This compromises the County’s
ability to finance its planned programs and contravenes the fiscal responsibility principle
requiring that county governments' recurrent expenditure does not exceed its total revenue, os
set out in Section 107{2)a) of the PFM Act, 2012,

Committee Recommendation
1. The County Treasury, in coordination with the County Executive Commitiee
Member for Finance, should conduct a root-cause analysis of the revenue shortfall
This analysis should identifly specific areas of leakage, underperforming revenne
streams, and admimstrative bottlenecks.

2, The County must strengthen its revenwve mobilization strategies, including fast-
tracking the implementation of the updated valuation roll to address the CILOR
dependency, in line with the power to impose property rates under Article 209(3) of
the Constitution.

The National Treasury should ensure timely release of Tunds to county governments
in line with the cash disbursement schedules approved by the Senate.

1-""

4. the County Executive puts in place measures to enhance its own generated revenue
in order to meet its revenue target and address revenue shorifalls
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Basis for Conclusion

L0 Delay in Remittance of Funds from County Revenue Collection Accounts to County
Revenue Fund Account

Nyeri County had standing instructions with the three banks regarding the transfer of funds,
specifyving that funds should be transferred every Monday of the week, which later changed to
every Frnday of the week. or on the 3thth day of the month, whichever came earlier.

We have from time to time reminded the banks to comply.

Management response

Nyeri County had standing instructions with the three banks regarding the transfer of funds,
specifving that funds should be transferred every Monday of the week, which later changed 10
every Friday of the week. or on the 30th day of the month, whichever came earlier.

We have from time to time reminded the banks to comply.

Committee Observation

The Committee observes that delays in transferming funds from collection bank accounts 1o the
County Revenue Fund contravene Regulation B1{2) of the PFM Regulations. 2015, which
mandates that all receipts be paid into the County Revenue Fund not later than five (3 ) working
days after receipt. This practice exposes revenue to potential misappropriation and undermines
cash management principles.

Committee Recommendation
1. The Receiver of Revenue is directed to issue a fresh directive to all eollecting banks,
explicitly referencing Regulation 81(2) of the PFM  Regulations, 2015, and
demanding strict compliance with the S-day remittance rule.
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2. The County Treasury must ensure its bank reconciliation statements, submitted
monthly under Regulation 90(1) of the PFM Regulations, 2015, explicitly Mag any
delays in transfers to facilitate timely follow-up.

2.0 Lack of Integration of the County Revenue Collection System with All Payment
Methods

Review of the County revenue management svstem showed that while mobile payments and
direct bank deposits with one collecting bank had been integrated, two collecting banks had one
not operationalized, while the other having not been integrated. As a result, customers were
required to present bank slips for clerks to manually post the payments into the system, a
process prone 1o data entry errors and non-submission of banking slips by the customers due 1o
delayved full integration of all revenue collection channels stipulated in the contract,

In the circumstances, the revenue management systemn did not meet the required threshold as per
the agreement and instances of revenue leakages could not be ruled out. In addition, value for
money may not be achieved on the revenue collection contract.

Management response

The County Government is collaborating with the banks to implement integration with Nveri
pay Revenue Management System,

The County has advertised for a Revenue Management System Upgrade that 15 in the final phase
of the procurement process. This will ensure the threshold of integration is fully operationalized.

Committee Observation

The failure to fullv integrate all collecting banks and payment channels into the NyeriPay
svstem undermines the principles of an efficient, transparent, and accountable fimancial system
as required by Article 201 of the Constitution. The manual posting of payments creates a high
risk of data entry errors and revenue leakages. defeating the purpose of automation.

Committee Recommendation
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1. The Accounting Officer must prioritize and enforce the contractual obligations of
the revenue system provider to ensure full integration with Kenva Commercial
Bank and the operationalization of the Cooperative Bank integration.

1. The County Executive Committee Member for Finance must ensure that the
procurement for the Revenue Managementi System Upgrade is finalized and
implemented without delay, and that the new system provides a full aodit trail as
required by Regulation 102(3) of the PFM Regulations, 2015.

3.0 Delayed Implementation of Valuation Roll

Review of Nyveri County valuation rolls established that the valuation roll that was in use was
approved in October, 2018, The audit further noted from prior year reports that the County
procured the services of a private firm during the financial year 2019/2020 at & contract price of
Kshs.25,334,400 o develop an updated valuation roll, However, enquiry into the matter
established that the updated valuation roll is still under review and has not been finalized or
implemented. Consequently, the County continues to rely on ouldated valuation data for
property rates, Further, the County cannot accurntely assess and bill property rates, leading to
potential significant unrealized revenue.

In the circumstances, the County has not realized value for money from the Kshs. 25,334,400
expenditures, as the contracted deliverable (updated valuation roll) is stifl under review and
unutilized.

Management Response

The delay in operationalization of the valuation roll was due to a court case, Miscellaneous ELC
Application JR No. 03 of 2019, where the applicants had challenged the application of the Draft
Valuation Roll. The Court ruled on the same and the Application was dismissed in October
2024,

The CECM Lands, Physical Planning and Urban Development appointed members of the Nyeri
Municipality Valuation Court on 6™ September 2023 1o resolve the valuation issues, it was
gazetled via Gazewe Notice Mo, 12791 on 22nd September 2023 (Annex 9). The valuation court
listened and determined all the objections on the draft valustion from Bth January 2024 and
issued endorsement certificate on 12th February 2024, (Annex 10)

Currently, the updated valuation roll is complete, approved, adopted and in use.
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Committee Observation
The Committee notes the management's explanation regarding the court case and subsequent
approval, Since the valuation roll is now complete and in use, the query is considered resolved.

Committee Recommendation
1. The Committee recommends that the County Executive Commitiee Member for
Finance ensures the new valuation roll is utilized for the next revenue cyele to
maximize property rates collection, as empowered by Article 209(3) of the
Constitution.
2. The Commitiee marks the issue as resolved.

4.0 Non-Compliance with the Reporting Template

The revenue statements presented for audit did not comply with the reporting template as the
cover page indicated that they were transitional IPSAS statements/prepared in accordance with
the accrual basis of accounting method under the International Public Sector Accounting
Standards (IPSAS) instead of indicating the option that the Receiver of Revenue had adopted,
Further, the revenue statements under the statement of compliance and basis of preparation of
financial statements did not indicate that these were transitional financial statements.

In the circumstances, the revenue statements did not comply with the reporting template as
prescribed by the Public Sector Accounting Standards Board.

Management response

The County prepared the financial statements using the reporting templates 1ssued by the Public
Sector Accounting Standards Board (PSASB), the cover page regrettably did not specity the
option. However, Note 2 to the financial statements indicated that they were trapsitional
financial statements taking advantage of the transitional provisions under International Public
Sector Accounting Standards.

The Managemeni takes full note of the ervor on the cover page and measurces have been put
place to avoid the same recurning in future.
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Committee Observation

The failure to accurately indicate the basis of preparation (transitional IPSAS) on the cover page
of the financial statements, while a technical error, constitutes non-compliance with the precise
reporting formats prescribed by the Public Sector Accounting Standards Board (PSASB). This is
u breach of Section 194(1)d) of the PFM Act, 2012, which mandates the Board to prescribe
formats for financial reporting.

Committee Recommendations

. The Accounting Officer is directed to ensure that all future financial statements strictly
adhbere to the templates and formats prescribed by PSASE, as required by Regulation
101{4) of the PFM Regulations, 2015,

2. The Head of Finance must institute a pre-submission review checklist to verify

compliance with all presentation requirements before statements are submitted for
audit.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Basis for Conclusion
LD Lack of Risk Management Sirategies

The Receiver of Revenue did not have a risk management policy or strategy in place and
therefore, had no approved processes and guidelines on how 1o mitigate operational, legal and
linancial risks including loss of revenues contrary to Regulation 158(1) of the Public Finance
Management (County Government Regulations), 2013 which provides that the Accounting
Officer shall ensure that the County Government entity develops risk management strategies.
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In the circumstances, the effectiveness of the Receiver of Revenue mternal control mechamsm
in regard to mitigating operational. legal and financial risks including loss of revenue could not
be confirmed.

Management response

The Receiver of Revenue has developed a drafi Risk policy that is awaiting due process of
approval.

However, some risk mitigation measures are already in place, though not documented.

Examples are:

- Strengthening the internal controls and avdit trails through the system event logs and close
monitoring and supervision.

- Automation of revenue systems 1o reduce manual errors,

- Segregation of duties in revenue collection.

= Regular rotation of staff to the various revenue collection point.

Committee Observation

The absence of an approved and documented risk management policy 15 a direct contravention
of Regulation 158(a) of the PFM Regulations, 20135, which places a legal duty on the
Accounting Officer 1o ensure the county government entty develops nsk management
strategies, including fraud prevention mechanisms. Undocumented, informal measures are
msufficient for a robust internal control environment,

Committee Recommendation

1. The Accounting Officer directed to finalize, adopt. and operationalize the draft Risk
Management Policy within 60 days.

2, The Audit Committee, established under Regulation 167 of the PFM Regulations,
2015, must be tasked with reviewing and monitoring the implementation of the risk
management framework to ensure its effectiveness.
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2.0 Absence of Service Level Agreement (SLA) Between the County Executive of Nyeri
and Nyeri Water and Sewerage Company (NYEWASCO) for the Refuse Disposal
Revenue Collection

The statement of revenue and disbursements for the year ended 30 June, 2023 reflects an amount
of Kshs.55.608,416 with respect to conservancy administration. Included in this amount is a
balance of Kshs. 15,614,411 disclosed in Note 9 1o the revenue statement. as revenue from refuse
disposal fees collected by Nyveri Water and Sewerage Company (NYEWASCO) on behalf of the
County Executive of Nyen.

Audit review established that the County Government did not have a Service Level Agreement
(SLA) with NYEWASCO to outline the scope of services, performance expectations, and
timelines for revenue remittance. Further, review of remittance records revealed that the
timeframe for remittance was not defined, with delays ranging between filteen (15) and fifiy-
four (54) days during the period under review as shown in the table below.

Delays in
Remittance Amount
No. | Value Date {Days) {Kshs)
1 |26 July, 2024 0 1,093,088
2 |09 June, 2025 8 5,573,845
3 |30 July, 2024 8 395,713
4 |01 April. 2025 5 1,279,000
§ |22 April, 2025 8 116,500
6 23 October, 2024 0 349400
7 |23 April, 2025 10 3,610,677
$ |21 April, 2023 12 27,639,941
g | 8-October, 2024 13 4,796,461
10 | 25 November, 2024 14 1.265.500
I | 10 March, 2025 14 213,300
12 | 24 March, 2025 14 805,000
13 | 16 June, 2025 21 1.986.000
14 (8 November, 2024 fy 4,636,662
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agreement thereol could not be confirmed.
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Management response

An agreement exists where Nyewasco, through a letter by the CECM Finance, was appointed as
a collecting agent with instructions to remit revenue collected on behalf of the County every
month.

The defunct Municipal Council of Nyeri owned 100% of Nyewasco before the advent of
devolution, after which the company was taken over by the County Government of Nyen as
provided by the Constitution of Kenya, 2010.

Section 58 of the Urban Areas and Cities Act provides that any contract, arrangement or
agreement that existed before the Act, unless and until affected by the operation of the Act
continues in force.

Further, Section 10 of the second schedule of the PFM Act 2012 provides that any regulations,
directions or instructions that were made or issued under legislation that 15 repealed by this Act
and that were in force immediately before the coming into operation of this Act shall, so far as
not inconsistent with this Act, remain in force until regulations or instructions under the Act
come into force.

Consequently, based on these provisions and the fact that there are no contrary instructions
issed to the company by the County Government, it 15 construed that the mstructions that had
been given by the defunct Municipal Council of Nven are still in force.

The county wrote a reminder requesting Nvewasco for prompt remittance and continues to make
fullow up 10 ensure compliance.

However, the remittance schedule referenced on the issue rased is not related to the delay in
remittances by Nvewasco,

Committee Observation

The reliance on a pre-devolution arrangement with NYEWASCO, without a formalized Service
Level Agreement (SLA), is a significant governance lapse. The undefined remittance timelines
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and observed delays violate the principles of accountability and transparency i agency
relationships. This contravenes Regulation 66(2) of the PFM Regulations, 2015, which requires
that expenses and arrangements for agency services be based on a signed service level
Agreement,

Committee Recommendation

I. The Receiver of Revenue is directed to formalize a legally binding SLA with
NYEWASCO within 90 days. The SLA must explicitly define the scope of services,
revenue collection procedures, and a strict remittance schedule, as required
by Regulation 66 of the PFM Regulations, 2015,

I, The County Treasury must monitor the remittance performance against the SLA
and enforce penalties for non-compliance as provided for in the agreement.

3.0 Absence of Business Confinuity Strategy

The audit established that although the Information and Communication Technology (ICT)
Policy approved on 21 August. 2021 provides for a Business Continuity Strategy, the document
was not availed for audit verification. In the absence of a documented Business Continuity
atrategy, the County Government lacks a structured framework to ensure resilience nnd
continuity of critical services in the event of disruptions such as system failures, cvber incidents,
natural disasters, or lacility outages.

In the circumstances, the effectiveness of the business continuity strategy in the event of
significant disruptions could not be confirmed.

Management response
The County has adopted informal business continuity strategies to include disasier recovery
planning, incident résponse planning, critical process identification, svstems and network

redundancy, on-site and offsite backups and stafT training on disaster response protocols,

In addition, the county has identified risks 1o critical ICT functions and developed mitigation
measures,
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The management has initiated the process of reviewing the ICT policy (2021) and subsequently
developing business continuity strategy and other documents that will support implementation
of the policy. As such, the management is committed to ensuring the timely development,
approval, and operationalization of the Business Continumity Strategy 1o sateguard service
delivery, enhance ICT governance, and comply with both policy and legal provisions.

Committee Observation

The lack of a documented and approved Business Comtinuity Strategy (BCS), despite its
provision in the ICT Policy, exposes the County's revenue systems Lo significant operational
risks. In the event of a system failure or disaster, the lack of a structured framework would
eritically disrupt service delivery and revenue collection, compromising the "effective, efficient,
and economic use of resources” as mandated by Article 232(1 Kb} of the Constitution.

Committee Recommendation
1. The Accounting Officer, in conjunction with the County ICT department, is
directed to develop, formally approve, and implement a comprehensive Business
Continuity Strategy within 90 days.
2. The strategy must be based on a risk assessment, include disaster recovery plans for
all eritical revenue syvstems, define roles and responsibilities, and provide for regular

testing, in line with best practices for internal control as per Regulation 163 of the
PFM Regulations, 2015,
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CHAPTER THREE

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF THE AUDITOR GENERAL ON AUDITED FINANCIAL STATEMENTS
OF MANDERA COUNTY EXECUTIVE FOR THE FINANCIAL YEAR 202472025

The Govemor of Mandera County Executive Hon, Mohamed Khalif, appeared before the
Committee on Friday, 30" January 2026 to respond (under oath) to audit queries raised in the
Report of the Auditor General on County Executive, Receiver of Revenue and County Revenue
Fund of Mandera County for the Financial Year 202423,

1. Use of Goods and Services

The statement of financial performance reflects use of goods and services amounting 1o Kshs.
2.795,555,940 as disclosed in Note 8 1o the financial statements. Review of records revealed the
following observations:

1.1 Unsupported Expenditure on Routine Maintenance of Vehicles and Other Transport
Equipment

Included in the expenditure is an amount of Kshs. 62369 506 in respect of routine maintenance
of vehicles and other transport equipment, However, expenditure amounting to Kshs.
13,000,000 was not supported with motor vehicles” work tickets indicating the details of the
dates when vehicles were in the garages, job cards and pre and post repair inspection reports by
the County Mechanical Engineer indicating details ol repairs/work performed and an updated
status report detailing the condition of the repaired vehicles,

In the circumstances, the accuracy and completeness of expenditure amounting 1o Kshs,
13,000,000 in respect of routine maintenance of vehicles and other transport equipment could
not be confirmed

Management response

The delay in availing the complete records arose from the decentralized nature of transport
operations across various departments, pariicularly for ambulances attached to sub-county
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hospital for referral purposes. where the job cards and inspection reports are maintained and
retained at the sub-counties and were therefore not available during the audit period.

The motor vehicle maintenance records, including job cards, inspection and re-inspection
reports, and updated status reports on the repaired vehicles, have since been consolidated from
the sub-counties and the Mechanical Department and are hereby available for review

Committee Observation

The Committee observes that the County Executive lailed 1o maintamm and produce cnitical
support documents (work tickets, job cards, inspection reports) for expenditure

amounting to Kshs. 13,000,000, This failure contravenes the fundamental principle of
accountability in public finance management as outlined in Article 201 of the Constitution.
Furthermore, the mability 1o provide these records dunng the audit constitutes a breach
of Section 62 of the Public Audit Act, 2012, which obligates entities to grant the Auditor-
General aceess (o all relevant books and documents,

Committee Recommendations:

The Committee recommends that;

1. Pursuant to Section 156 of the Public Finance Management Act, 2012, the Committee
recommends that the County Governor takes immediate administrative action against
the Chief Officer for Transport and the relevant Accounting Officer for failing in their
duty to maintain proper records and ensure accountability. A status report on the
action taken shall be submitted to the Office of the Auditor-General within sixty (6i))
days of Senate adoption of this report.

The Ethics and Anti-Corruption Commission (EACC) investigates the potential
occurrence of financial misconduct as defined under Section 197 of the PFM Act,
specifically regarding the irregular expenditure of public funds and the failure to
account for the Kshs. 13,000,000,

¥

1.2 Unsupported Expenditure on Fuel, Oil and Lubricanis

Included in the expenditure is an amount of Kshs, 48,637,493 in respect of fuel, oil and
lubricanis utilized by wvarious Counity Departments in the vear under review. However,
Management did not provide framework agreements or formal contracts stipulating the



contractual terms, obligations and service level agreements governing the supplier relationship
m respect of fuel consumption amounting to Kshs. 8,913,933

Further, fuel consumption records from the supplier were not reviewed or reconciled by a
designated semor officer against the internal fuel register.

In the circumstances, the accuracy, completeness and regularity of expenditure amounting to
Kshs, 8,913,933 in respect of fuel, oil and lubricants could not be confirmed.

Managemenl! response

The management acknowledges the observation. Some ol the expenditure on [uel, oil, and
lubricants was ncurred to lacilitate continuous operation of borehole generators located in
remote and rural areas of Mandera County where there are no established pump stations,

To ensure uninterrupted water supply services 10 the community, the management entered into
contractual agreement with prequalified companies/contractors operating within the rural towns
to supply fuel directly 1o the borehole sites. The arrangements were made to address logistical
challenges and ensure timely delivery of fuel 1o remote boreholes. Further, on the issue of the
absence of oversight in the fuel management process. fuel consumption records from the
suppliers were reviewed and reconciled by a designated officers against the internal fuel register
as required

Contraciual agreements and evidence of reviewed fuel register by a designated senior officer are
available for audit review.

Committee Observation

The Committee noted that the County entity did not submit the relevant documents to the
Auditor General duning the audit exercise contrary to section 62 of the Public Audit Act, 2015,

Committee Recommendations:

The Committee recommends that;

1. The Office of the County Governor underiakes administrative action against the
responsible officer(s) who failed to provide documents to the auditors at the time of
audit in accordance with section 156 of the Public Finance Management Act, 2012 and
provides a status report to the Office of the Auditor General within sixty (60) days from
the adoption of this report;
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2. The Ethics and Anti-Corruption Commission (EACU) undertake an investigation into
the responsible officer(s) with a view fo recommending their prosecution for
committing the offences stipulated under Section 62(1)b) and (c) of the Public Audit
Act, Cap. 412B, and for violations of the provisions of Regulation 210(k) of the Public
Finance (County Governments) Regulations, 2015,

3. The Institute of Certified Public Accountants (ICPAK) takes action(s) against CPA.
Ibrahim Mohamed Adan (M/No, 33701) for professional negligence and failure to
uphold the standards of financial oversight and accountability expected of a certified
public accountant involved in the financial management processes of the County
Government pursuant to sections 32 and 33 of the Accountants Act CAP 531.

1. Unsupported Cash and Cash Equivalents Balance and Dormant Bank Accounts

The statement of financial position reflects cash and cash equivalents balance of Kshs.
4,632,854 as disclosed in Note 13 to the financial statements. However, the balance includes nil
balance in respect of special purpose accounts held at Central Bank of Kenya whose
reconciliation statements and cashbooks were not provided.

Further, the balance includes amounts of Kshs, 61,482 and Kshs. 40,460 in respect ol Mandera
County Kenva Climate Smart Agriculture Project and Special Account Agricultural Sector
Development Support Progrum (ASDSP) respectively, held at Central Bank of Kenya and which
have remained dormant for more than three (3) vears.

In the circumstances, the accuracy and completencss of the mil cash and cash equivalents
balance in the special purpose accounts could not be confirmed.

Management response

The management acknowledged the audit observation and confirms that bank reconciliation
statements and cashbook for the special purpose sccount was not presented during the audit on
the basis that the account had nil balances as disclosed in the financial statements and has
remained dormant dunng the penod under review,

MNotwithstanding the above, Management recognizes the audit requirement for full supporting
documentation irrespective of account activity. The respective cashbook and bank reconciliabion
statements have since been retrieved and is now available for audit verification.



With regard 1o the dormant accounts, the Mandera County Kenva Climate Smant Agriculture
Project account remained dormant following the completion of the project and its replacement
by the Food Systems Resilience Programme (FSRP), while the Agricultural Sector Development
Support Programme (ASDSP) Special Account has remained dormant due to the conclusion of
the programme. The management has initated the process of closing these dormant accounts in
consultation with the Central Bank of Kenya and relevant stakeholders, in line with applicable
public financial management regulations.

Commitiee Observations:

1} The Committee notes that the County Executive failed to provide reconciliation statements
and cashbooks for special purpose accounts, which is a direct violation of Section 90 of the
PFM (County Governments) Regulations, 2015, This regulation mandates accounting
officers 1o ensure bank account reconcilistions are completed and submitted.

2) The existence of dormant bank accounts with outstanding balances of Kshs. 61,482 and
Kshs, 40,460 further indicates a lapse in efficient cash management and contravenes the
principle of prudent use of resources enshrined in Article 201(d) of the Constitution,

Committee Recommendations:

l. The Committee recommends that the County Executive Committee Member for
Finance ensure full compliance with Regulation 90 of the PFM (County Governments)
Regulations, 2015, by completing and availing all outstanding bank reconciliations for
audit verification,

2. The Governor ensure the County Exccutive initiate the closure of all dormant hank
accounts within 90 days, in line with Section 119(1) of the PFM Act, which authorizes
the County Treasury to manage and close bank accounts, and must report the closure
to the Controller of Budget, Auditor- General and the Senate within ninety (90) after
the adoption of this report.

X Unsupported Deposits and Prepayments Balance

The statement of financial position reflects refundable deposits and prepayments balance of
Kshs. 3,266,794 as disclosed in Note 16 o the financial statements. However, the aging
analysis, movement schedule showing the opening balance, additions and payments during the
year were nol provided for audit.
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Further. the balance was not supported with contracts, certificates of pavment, contract number,
fees note, interim payment certificate, reference of the payment from which the retention money
wits deducted and other supporting records.

In the circumstances, the accuracy and completeness of the deposits and retentions balance of
Kshs, 3,266,794 could not be confirmed.

Management response

We ke note of the aodit observation and wish to clanfy that the refundable deposits and
prepayvments balance of Kshs. 3,266,794 as disclosed in Note 16 to the financial statements is
fully supported.

During the audit, the detailed aging analysis and movement schedule indicating the opening
balances, additions, and payments made during the vear were not readily available. However,
Management has since reconciled and provided the complete aging analvsis and movement
schedule for audit review.

In addition, all relevant supporting documentation 15 available, including contracts, contract
numbers, fee notes, interim and final payment certificates, certificates of payvment, and
references to the payments from which retention amounts were deducted.

Committee Observation
The Committee noted that the County entity did not submit the relevant documents to the
Auditor General during the audit exercise contrary to section 62 of the Public Audit Act, 2015,

Committee Recommendations:

The Committee recommends that;

1. The Office of the County Governor undertakes administrative action against the
responsible officer(s) who failed to provide documents to the auditors at the time of
aundit in accordance with section 156 of the Public Finance Management Act, 2012 and
provides a status report to the Office of the Auditor General within sixty (60) days from
the adoption of this report;

2. The Ethics and Anti-Corruption Commission (EACC) underfake an investigation into
the responsible officer(s) with a view to recommending their prosecution for
committing the offences stipulated under Section 62(1){b) and (¢) of the Public Audit



Act, Cap. 4128, and for violations of the provisions of Regulation 210(k) of the Public
Finance (County Governments) Regulations, 2015,

4. Unsupported Expenditure on Civil Works in Mandera East

The statement of financial position reflects property, plamt and equipment balance of Kshs,
2.836.135.325 as disclosed in Note 14 1o the linancial statements, out of which a balance of
Kshs, 2,026,494 467 is in respect of infrastructure, Included in the balance is an amount of Kshs.
12,965,500 incurred on civil works at Mandera County Public Service Board Office in Mandera
East. However, the pavment was not supported with tender register, tender opening minutes,
evalustion report, professional opinion, certificate of practical completion and inspection and
Acceplance I'fj:lﬂl'l

Further, inspection carried out in the month of October, 2025 revealed that there was no
branding or signage to identify the project undertaken by the County Government.

In the circumstances, the accuracy and occurrence of expenditure of Kshs, 12,965,500 could not
be confirmed.

Managnmant response

The project documentation was retained within the respective depariment’s procurement files
and was therefore not presented together with the pavment voucher s the time of audit
However, the complete procurement records—including the tender register, tender opening
minutes, evaluation report, professional opinion, certificate of practical completion, and
inspection and acceptance report—have since been retrieved and are available for review,

Further, Monagement notes that the absence of project signage, because it was vandalized by
unknown members of the public. The project involved the construction of cabro works within an
enclosed perimeter wall of the Public Service Board premises. Physical inspection of the facility
by the Auditor confirmed the existence, completion, and wiilization of the works.

The management remains committed (o strengthening record management and ensuring timely
submission of all supporting documents for audit purposes.

Committee Observations:
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1) The Committee: observies that the expenditure of Kshs, 12,965,500 on civil works was not
supported by mandatory procurement documents including tender opening minutes and
evaluation reports. This omission violates the procurement principles of transparency.
faimess, and competitiveness required by Article 227(1) of the Constitution and the specific
procedures outlined in the Public Procurement and Asset Disposal Act, 2015,

2) The subsequent vandalism of project signage further points to a failure in project handover
and community sensitization, which is an indicator of inelTective implementation.

Commitiee Recommendations

1. The Committee recommends that the County Secretary, as the head of the public
service, takes administrative action against the Chiel Officer for Roads and Publie
Works and the Head of Procurement for the violation of procurement laws, as
provided for under Section 156 of the PFM Act.

2. The County Executive is directed to develop and implement a policy for the mandatory
branding and public disclosure of all county-funded projects within 30 days of project
completion, to ensure transparency and public awareness as per the national values
in Article 10 of the Constitution.

5. Inaccuracies in Property, Plant and Equipment

The statememt of financial position reflects property. plamt and equipment balance of Kshs,
2.836,135,325 as disclosed in Note 14 1o the inancial statements. The balance meludes a total of
Kshs. 5369.701.673 i respect of buildings, Kshs, 146,423,478 in respect of motor vehicles,
kshs. 2,026,494.467 in respect of infrastructure, Kshs 59 865615 in respect of fumiture and
fittings and Kshs. 33,650,092 in respect of computers and 1CT equipment. However,
Management did not have a depreciation policy and the assets acquired during the vear under
review were not depreciated.

In the circumstances, the accuracy and completeness of property, plant and equipment balance
of Kshs.2, 836,135,325 could not be confirmed,

Management response

The management notes the absence of a depreciation policy and the non-recognition of
depreciation on assets acquired during the yvear under review

I 5



The County Government is in the process of transitioning to the accrual basis of accounting in
accordunce with Intemational Public Sector Accounting Standards (IPSAS). In this regard, the
management took advantage of the transitional provisions under [PSAS 33 - First-ime
Adoption of Accrual IPSAS, which allow entities additional tme o fully comply with certain
requirements, including the recogmiion and measurement of propeny, plant, and equipment and
the application ol depreciation.

During the year under review. the development and approval of a comprehensive asset
management and depreciation policy was still ongoing. Consequently, depreciation was not
charged on assets acquired during the period, including infrastructure, fumiture and fitings, and
computers and 1CT equipment. Nevertheless, an updated asset register was muntained, and all
assets were praperly recorded, verilied, and disclosed in the financial statements.

Management affirms that the depreciation policy s ot an advanced stage of completion and wall
be finalized and fully implemented in subsequent financial periods. This will ensure full
comphiance with IPSAS requirements and enhance the accuracy, completeness, and reliability of
reported property, plant, and equipment balances going forward.

Commitiee Observation

The Committee noted that the County Executive has developed a Depreciation Charge Policy,
which will be finalized and fully implemented in subsequent financial periods. However, the
lack of a depreciation policy and failure to depreciate assets acquired during the vear impairs the
accuracy of the financial statements, This contravencs Section 136 of the PFM (County
Governments) Regulations, 2015, which requires accounting officers o maintain o
comprehensive register of assets and manage them 1o ensure value for money,

Committee Recommendation

I. The County Executive must expedite the finalization and approval of the Asset
Management and Depreciation Policy, and ensure full implementation by the start of
FY 20252026, A progress report must be submitted to the Auditor-General and the
Senate within 90 days.

2. The Office of the Auditor-General to keep the matier in view in subsequent financial
vears,
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6. Unsupported and Long Outstanding Trade and Other Payables

The statement of  financial position reflects trade and other payables bulance of
Kshs.3,523.524.212 (opening statement balance of Kshs.2,226,355,164) as disclosed in Note 15
to the financial statements. However, the schedule did not indicate the invoice date, the contract
sums and amounts paid as at 30 June, 2025, Further, the County Executive reported having paid
an amount of Kshs.965,320,054 towards trade and other pavables during the vear. In addition,
pavables amounting 1o Kshs.1.261,035,109 were outstanding for more than one (1) year. This
wus contrary to Regulation 41({2) of the Public Finance Management (County Governments)
Regulations, 2015 which states that debt service payments shall be a first charge on the County
Revenue Fund and the Accounting Officer shall ensure this is done to the extent possible that the
County Government does not default on debt obligations.

In the circumstances, the sccuracy, completeness and regularity of the trade and other payables
balance of Kshs.3,523,524,212 could not be confirmed.

Managemenl response

We acknowledge the audit observation regarding the trade and other payables balance of Kshs.
3,523,524 212 as disclosed in Note 15 to the financial statements.

We wish 1o clarify that the reported balance comprises obligations arising from ongoing and
completed contracts, statutory commitments, and other accrued expenditures. During the audi,
the detailed schedule supporting the balance was not fully presented in the format required 10
indicate invoice dates and contract sums. However, Management has since compiled and
provided an updated and comprehensive schedule detailing the contract references. mvoice dates
and contract values for audit review.

During the year under review, the management paid an amount of Kshs, 963.320,054 rowards
settlement of trade and other payables, demonstrating Management’s commitment to reducing
the outstanding obligations subject to availability of funds.

The Management further notes that pavables amounting o Kshs. 1.261.035,10% remained
outstanding for more than one (1) vear largely due to cash flow constraints occasioned by
delaved excheguer releases and competing expenditure prioritics. Nevertheless, Management
continues to prioritize settlement of verified obligations in line with available resources and
apphicable public financial management regulations.
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In addition, the Management draws attention to trade receivables from Non-Exchange
Transaction amounting 1o Kshs, 1,004,636 300 as disclosed in Note 17 to the financial
statements. The existence of these receivables has had a direct impact on the County s liquidity
position and ability to fully settle outstanding payables within the prescribed timelines,

Committee Observation

The Commutiee 1s deeply concerned by the exponential increase in pending bills to Kshs, 3.52
billion. This is a serious indicator of fiscal distress and a direct contravention of Regulation
41(2} of the PFM (County Governments) Regulations, 2015, which states that debt service
pavments, including the settlement of verified payables, shall be a first charge on the County
Revenue Fund., The accumulation of these debts threatens the delivery of services and the
county’s financial sustainability.

Committee Recommendations
The Committee therefore recommends that:

1. that trade payables due for more than 365 days be considered indicative of poor
financial management and that the County Executive provides actionable payment
plans to the Controller of Budget (CoB) within ninety (90) days of the adoption of this
report, failure to which the subsequent quarter budget releases will not be effected;

1. that the County Executive pays all pavables due to stafl within ninety (90) days of the
payables becoming due, failure to which the subsequent quarter budget releases will
not be effected;

T

that the County Executive payvs all statutory deductions to the relevant agencies within
the statutory deadlines’ failure to which the subsequent quarter budget releases will
not be effected;

4. that the County Executive pays all pension deductions to the relevant funds within
minety (90} days ol the deductions becoming due, failure to which the subsequent
quarter budget releases will not be effected:

5. that the Ethics and Anti-Corruption Commission investigates the pending bills owed to
stafl, statutory deductions and pensions to establish whether any funds due to staff
were retrieved from the County Revenue Fund, and if so, how the funds were utilised,
with a view to recommending the prosecution of persons determined liable for
misdirecting the funds;
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6. that all County Governments pay verificd pending bills amounting to less than Ksh. 1
billion by the end of this financial year and those above Ksh.l billion by the end of the
financial year 2026/2027; and

The Committee further recommends that—

Ii.

Il

v,

Vi,

Vil

pursuant to the provisions of Regulation 41(2) & (3) of the Public Finance
Management (County Governments) Regulations, 2015, County Governments
prepare and submit to the Controller of Budget, a payment plan, prioritizing
payment of pending bills as a first charge on the County Revenue Fund, failure to
which the subsequent quarter budget releases will not be done;

the Controller of Budget takes into consideration the efforts made by a county
government to clear inherited pending bills when approving exchequer releases;

County Governments shall only pay pending Bills contained in their respective
procurement plans pursuant to Regulation 50 (2) & (3) of the Public Finance
Management (County Governmenis) Regulations;

Supplementary budgets for county governmenis are prepared in the 3rd Quarter to
curh instances of arbitrary re-ullocations out of the approved budget estimates:

. County governments, in consultation with the Controller of Budget, to provide a

budget for completion of all existing projects and that initiation of new projecis to
cease until completion of the existing projects:

County governments shall conduct public  participation while formulating
supplementary budgets, failure to which the Controller of Budget (CoB) shall not
approve the supplementary budgets; and

The Office of Controller of Budget and the Senate will monitor compliance
and apply sanctions if payment plans are not honoured.

7. Non-Compliance with Transitional IPSAS Reporting Template

The cover page to the annual report and financial statements indicates “Transitional [PSAS

financial statements” prepared in accordance with accrual basis of accounting method under

intemational public sector accounting standards (IPSAS) This is indicative of Management

fatlure 1o choose the method adopted to prepare the financial statements. Further, under Note 2
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o Financial Statements on Statement of Compliance and Basis ol Preparation of the financial
statements, Management having taken advantage of the transitional provisions under [PSAS 33
have not indicated the elements of the financial statements that have not been recognized and the
steps bemng taken towards full compliance with IPSAS Accrual,

In the circumstances. the financial statements as prepared and presented are not in compliance
with IPSAS reporting framework,

Management response

The management clarifies that the financial statements for the vear ended 30 June 2025 were
prepared in accordance with the Public Finance Management Act, 2012 and the International
Public Sector Accounting Standards (IPSAS), having waken advantage of the transitional
provisions under IPSAS 33 - First-time Adoption of Accrual Basis IPSASs. Accordingly, the
financial statements are transitional IPSAS financial statements prepared on an acerual basis, as
permilted during the transition period.

Management acknowledges the auditor's observation regarding the adequacy of disclosures
under Note 2 (Statement of Compliance and Basis of Prepamation), While the financial
statements currently disclose that cenain elements—such as inventories, depreciation, and non-
financial assets acquired prior to FY 2024/2025—have not been fully recognized due to
limitations in asset registers, valuation data, and supporting information at the time of transition,
Management recognizes that the disclosures require further detail to fully comply with IPSAS
33,

Further, Management has outlined a clear and time-bound phased IPSAS Accrual adoption plan,
which includes: Updating and valuing the asset register and recognizing inventories in FY
2025/2026; and completing the recognition and valuation of all non-Tinancial assets, provisions,
and preparing fully IPSAS Accrual-compliant linancial statements by FY 20262027,

The management therefore affirms that the financial statements were prepared in line with the
applicable transitional [PSAS framework and that deliberate steps are being implemented 1o
achieve full comphance with IPSAS Accrual within the approved transition period. Future
financial statements will continue to enhance disclosures to ensure full compliance with IPSAS
33 requirements.

Committee Observation:
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The Committee observes that the Accounting Officer failed to adhere to the financial reporting
formats prescribed by the Public Sector Accounting Standards Board (PSASB). The failure 1o
properly disclose the elements not recognized and the steps towards full comphance undermines
the transparency and comparability of financial statements required by Section 194 of the PFM
Act,

Committee Recommendation:

The Accounting (MTicer to present the financial statements for FY 20252026 strictly in the
format prescribed by PSASBE. A detailed analysis of the elements of the financial statement
not yet recognized, and a clear timeline for full compliance with IPSAS Accrual, must be
appended to the next financial statements as required by IPSAS 33 and good accounting
practice.

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget and
actual on comparable basis of Kshs 14,567,547 952 and Kshs.11.780,595,216 respectively,
resulting to an under-funding of Kshs.2, 786,952,736 or 19% of the budget. Similarly, the
County Executive spent an amount of Kshs. 11,783 807636 against actual receipts of
Kshs.11,780.395,216 resulting in over-utilization of Kshs.3,302.420.

Further, exchequer releases amounting to Kshs. 2,650,957, 719 were received in the month of
June, 2025 and July, 2023 from the Exchequer. This was contrary to Section 17(6) of the Public
Finance Management Act, 2012, which requires that the Natonal Treasury shall, at the
beginning of every quarier and in any event not later than the fifieenth (15th) day from the
commencement of the quarter, disburse monies (o Counly Governmenis.

The under-funding and delay in exchequer releases affected the planned activities and may have
impacted negatively on service delivery to the public.

Management response

Management wishes 1o clarnify that the variance between the approved budget of Kshs.
14,567,547.952 and actual receipts of Kshs, 11,780,595.216, resulting in an under-funding of
Kshs, 2, 786,952,736 (19%), was mainly atiributable 10 delaved disbursement of the equitable



share, underperformance of certain conditional grants, and shortlalls in own-source revenue, As
observed by the Auditor, exchequer releases amounting 1o Kshs. 2,650,957,719 were disbursed
to the County in the months of June and July 2023,

Further, the approved budget included an allocation of Kshs, 956,332,517 to the County
Assembly. which prepares and reports under independent financial statements. Consequently,
this amount does not form part of the actual receipts of Kshs. 11,780,595,216 reported in the
County Executive’s financial statemenis.

With regard to the reported over-utilization of Kshs. 3,302,420, Management clarifies that this
variance arose due 1o the application of different accounting policies in financial reporting. The
Statement of Comparison of Budget and Actual Amounts and the Statement of Cash Flows are
prepared on an IPSAS cash basis, whereas the Statement of Financial Performance is prepared
on an IPSAS accrual basis, As a result, timing differences relating to accrued expenses and cash
payments created an apparent over-ulihization, which does not represemt actual expenditure in
excess of available cash resources.

The statement of comparison of budget and actual amounts reflects total revenue budget and
actual amounts on comparable basis of Kshs.6,390648472 and Kshs.5,751.275,738
respectively, resulting in an under-funding of Kshs.639.372.734 or 10% of the budpet.
Similarly, the County Executive spent Kshs 5,459 386,518 against aclual revenue of
Kshs.5,751,275,738 resulting in an under-expenditure of Kshs. 291,889,220 or 5% of the
realized revenue. Management has atiributed the low absorption to late disbursement of the
exchequer by The National Treasury,

The budget under-funding and under-expenditure affected the planned activities and may have
impacted negatively on service delivery 1o the public.

Management response.

T'he management acknowledged the Auditor’s observation and responds as follow;
(iii) Under-funding

The County Executive appreciates the National Government of having disbursed its all-equitable

share within the financial year, even though larger percentage disbursed late. However, the
management budgeted for some funds expected from the donors, but these were not realized as
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was budgeted for, where only Kshs. 129,633,699 was received against the expected Kshs,
769,006,433 in respect 1o donor funded projects as tabulated below:

N

O | DESCRIPTION EXPECTED ACTUALS VARIANCE

1 | RMFL 104,335,372.00 | 37.535.760.00 | 66,799.612.00
COMMUNITY HEALTH

2 | PROMOTION 43.380,000.00 43.380.000.00

3 | DANIDA 16,015.307.00 | 7.166,250.00 | B.849.257.00

4 | NAVCDP 158,015,152.00 | 29305,638.00 | 128,709.514.00

5 |KDSPI 37,500,000.00 37, 500,000,040

6 | UG 35.000,000.00 | 32,309 300.00 | 2.690,700.00

7 | NUTRITION INTERNATIONAL | 2.613,932.00 2.613.932.00

§ | FLLoUCCA 316,350,444.00 | 11,476,449 304,873,995

9 | VILLAGE POLYTECHNICS 2123400 21,234.00

10 | FLLoCCA 22,000,000,00 1184030200 | 10,159.698.00

11| UG 18,278, 289.00 18.278,289.00
BASIC  SALARY  ARREARS

12 | CGHW 15.496.503.00 15.496.503.00

TOTAL T69.006,433.00 | 129,633,699.0 | 639.372,734.00

This significantly attributed to under-funding.
(iv) Under- Expenditure

This was majorly caused by late exchequer releases where the County Government received
Kshs. 2,223,027.419 or 39% of the total equitable share in the fourth quarter, and hence could
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not fully shsorbed. As o result, the variance Kehs, 291 889 220 was captured in the financial
statements as cash and cash equivalent,

Committee Observations

The Commitiee observed that;

1) there was under-utilization of appropriated funds by the county executive as a result of delay
in exchequer releases by the National Treasury; and

2) The county did not meet its own-source revenue targets.

Committee Recommendations

The Commiitee therefore recommends that:

I. The National Treasury should ensure the timely release of funds to county governments
in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act, 2012; and

2. The County executive puts in place measures to enhance its own generated revenue (o
meet its revenue target and address revenue shortfalls.

Unresolved Prior Year Matters

In the prior vears™ audil reports, several issues were raised under the Report on Financial
statements, Report on Lawlulness and Eflectiveness in Use of Public Resources and Report on
Effectiveness of Internal Controls, Risk Management and Governance, respectively. Review of
the status during audit of Mandera County Executive in 20242025 revealed issues detailed in
Appendix | which remained unresolved as at 30 June, 2025,

Manugmnml response
The management has taken note of the recommendations issued by the Auditor-General and the
Senate regarding the outstanding issues in the audit certificate of the County Executive for FY

2023/2024. Actions have already been taken 1o address some of these matters.

The management remains commitied to maintaining compliance, strengthening internal controls,
and ensuring continuous improvement in financial governance.
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Committee Obseryvation

The Committee noted that issues raised in prior-vear audits remained unresolved as at 30 June
2025.

Committee Recommendations

1. the County Executive should implement the Senate recommendations in the Aunditor
General's report for the Financial Year 20232024 adopted by the Senate.

2. the County executive complies with section 53 of the Public Audit Act, 2015 by tuking
action on the issues raised by the Auditor General and submits 2 report to the Auditor
General within 90 days of the adoption of this report.

3. The County Executive should engage with the Office of the Auditor-General to address
and resolve any outstanding matters.

4. The Auditor General should list any unresolved aundit paragraphs in the report of the
subsequent financial vear.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

1. Non-compliance with Inventory Control and Procurement Procedures

Included in the expenditure is an amount of Kshs 986,507,315 in respect of specialized materials
and services, However, review of records revealed that expenditure amounting 1o
Kshs, 68,575,742 paid for the supply and delivery of medical drugs was not supported with store
records to confirm receipt and utilization ol supphied drugs. contrury to Section 159(2) and
162(1) of the Public Procurement nnd Assets [hisposal Act, 2005, Further, an expenditure
amounting o Kshs 35300,000 for the supply of medical drugs from other pre-qualified
suppliers were not supported with tender opening minutes, tender evaluation commitiee
appointment and minutes and inspection and acceptance commitiee appointment letters and
FEpOTts.

Further, regret letters issued to unsuccessful bidders for supply of drugs from other pre-qualified
suppliers did not disclose the name of the winning bidder, contrary 1o Section 87(3) of the
Public Procurement and Asset Disposal Act, 2015,
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In the circumstances, Management was in breach of law and the regularity of expenditure of
Kshs. 103,875,742 in respect of specialized materials and services could not be confirmed.

Management response

For the case of supply and delivery of medical drugs was not supported with store records, il 15
important to note that some of these supplies are directly delivered by KEMSA to the sub-
county health facilities, and therefore, the supporting documents are also maintained at, the
facility level. The management has since retrieved and consolidated the documents from the
respective health facilities, and copies have been availed to the audit team for their review and
verilication.

For payments amounting 1o Kshs, 35,300,000 for the supply of medical drugs the procurement
records like tender opening minutes, tender evaluation committee appointment and minutes, and

mspection and acceplance committee appointment have been retrieved and are availed for audit
review and verification.

Committee Observations

1} the Committee noted that an expenditure of Kshs. 35,300,000 incurred for the supply of
medical drugs from other pre-qualified suppliers was not supported by key procurement
documents.

2} The Committee observed that the regret letiers did not disclose the name of the successful
bidder.

Committee Recommendations

l. The county Executive should ensure full complies with the provisions of Section 87(3) of
the Public Procurement and Asset Disposal Act, 2015.

1. The Office of the County Governor undertakes administrative action against the Head
of Procurement and other responsible officer(s) for breaching procurement laws in
accordance with section 156 of the Public Finance Management Act, 2012 and provides
a status repori (o the (ffice of the Auditor General within sixiy (60) days from the
adoption of this report;

3. The Kenya Institute of Supplies Management (KISM) takes disciplinary action(s)
against the responsible procurement officer (s) pursuant to Section 23 (1) (¢) and (d) of
the Supplies Practitioners Management Act CAP 537 for gross negligence in the
conduct of their professional duties which constitutes a professional misconduet;
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2. Ineffective and InefMicient Use of Resources on Utility Hills

Included in the use of goods and services expenditure of Kshs.2,795,555.940 is an amount of
Kshs.32.916,496 in respect of utilities, supplics and services, out of which a total of
Kshs 16,150,437 was incurred on utihty bills for hospitals in the County Executive. However,
Management had transferred funds amounting to Kshs. 37,500,000 to Mandera County Referral
Hospital and other Sub-County Hospitals for the purposes of managing their operations and
expenditures. including utility bills.

It was further noted that the County Executive continued to settle utility bills on behalf of the
hospitals directly, despite the transfer of funds. This was contrary to Section 149(1Nb) of the
Public Finance Management Act, 2012, which obligates entities to utilize allocated resources in
a way that is effective, economical and transparent.

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

It 1s true that electricity bills for hospitals were paid directly by the county executive, despite the
entities having received funds for their operations. This approach was necessitated by several
factors. First, specific infrastructural arrangements further complicated the matter. For instance,
certain hospitals such as the Mandera Teaching and Referral Hospital shares an electricity meter
with the Depariment of Health headquarters, resulting i utihity expenses that are not solely
attributable to the hospital. This configuration makes it difficult to disaggregate and allocate
consumption costs accurately between the hospital and the department. As such, direct payment
ensured continuity of service while mitigating the risk of disputes or erroneous charging.

The management has taken note of these concerns and has taken corrective action and as a result
the department of health has relocated 1o county headquarters. Additionally, Provisions for
clectricity and related utilities will be included under hospital trunsters in the budget for the
forthcoming financial periods to ensure consistency with operational financing frameworks,

Committee Observations

1) The Commitiee observed that the County Executive incurred Kshs. 16,150,437 on utility bills
for hospitals, despite having transferred Kshs. 37,500,000 10 the Mandera County Referral
Hospital and other Sub-County Hospitals for operational expenditures, including utilities
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2) The Committee further observed that Management attributed this practice o imfrastroctural
challenges, such as shared electricity meters between hospitals and the Department of Health
headquarters, complicatmg cost allocation and risking disruption of services

Committee Recommendation

Ensure full compliance with Section 149(1)(b) of the Public Finance Management Act,
2012, by discontinuing direct payments for utilities on behall of hospitals that have
received operational transfers, to avoid duplication and promote efficient resource
utilization.

A lrregular Payments to Council of Governors and Frontier Counties Development
Council

Management paid an amount of Kshs.6,000,000 and Kshs.2 400,000 for annual subscription 1o
the Council of Governors and Frontier Counties Development Council respectively. However,
Management did not provide justification for the pavments 1o the Council of Governors which is
also funded from the national budget. In addition, the Frontier Counties Development Couneil
Limited 15 not a public entity established by law, hence subscriptions made to the two (2)
Councils may therefore not be considered as proper charge to public funds.

In the circumstances, it was not possible to confirm regulanty of Kshs 8,400,000 paid to the two
{2) organizations.

Management response

Management clarifies that the Council of County Governors is a statutory body established
under Section 19 of the Intergovernmental Relations Act, 2012,

The payvments were made following a request from the Chairman of the Council of Governors
alter a resolution was reached by the Governors al their ordinary meeting. The contribution was
toward intergovernmental and legal lees,

The County Governors resolved 1o pool fund so that payment of owstanding legal expenses
relating 1o affairs of the 47 counties is undertuken. The funding is important because it helps the
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Council institute corrective measures whenever there are instances ol any claw backs to
Devolution.

The payments o frontier counties development council were made pursuant to the Mandera
County Frontier Counties Development Council Act, 2019, which provides the legal framework
for the Council’s operations and expenditure.

Committee Observation
The Commttee noted that pavments made o the Council were iregular and unlawtul.

Commitiee Recommendations

The committee recommends that: -

I. The Commitiee recommends that the irregular paymenis to the Council of Governors
(COG) be stopped and further recommends the surcharge of any Governor, in their
capacity as Chiefl Executive Officer, who continues to make the irregular contribution.
The EACC should oversee the recovery of all the public funds irregularly transferred
to the Council of Governors (COG) by the Governor. This is in line with the Resolution
of the Senate.

P2

4. Irregular Spending on National Government Functions

Review of expenditure revealed that Managemeni implemented various projects amounting (o
Kshs. 48,442,541 which fall under the National Government functions. There was no evidence of
a written agreement between the two (2) levels of Governments as required by Article 187 of
Kenyan Constitution 1o guide the implementation of these projects.

In the circumstances, Management was in breach of the law,
Mﬁnugcmunt respanse

The management acknowledges the audit observation and appreciates the importance of
adhermg 1o the constitutional provisions under Article 187 of the Constitution of Kenya. 2010,
The projects in question were implemented in good faith and with the intention of addressing
urgent and longstanding service delivery gaps in Mandera County. a region historically
marginalised and significantly underserved in terms of infrastructure and social services.

Prior 10 implementation, the management consulted relevant  stakeholders, including
representatives of the National Government. particularly in the education and health sectors.

172



Additonally, extensive public participation was conducted in line with Article 2001 of the
Constitution and the Public Finance Management Act, 2012, These forums reflected the strong
demand by local commumiies for wrgent interventions in areas such as health raining
nstitutions and education institutions.

Furthermore, it is important 1o clarily that the works undertaken for institutions such as the
Kenva Medical Traming College and the Mandera Teachers Training College supported
facilities that are currently operational and serving hundreds of local students. This investment
has had angible positive outcomes on access to health and education services in the county.

Committee Observation

The Committee noted that the matter has since been addressed.
Committee Recommendation

The committee recommends that the matter be marked as resolved.

5. Lack of Project ldentification

Management mcurred an amount of Kshs.1,256.315 lor the construction of one (1) ECDE
classroom st Waledo ECDE Centre, located in Shimpir Fatuma, Mandera South., However,
physical inspection conducted on 18 May, 20235 revealed that the classroom was joined to other
classrooms constructed under the Noational Government Constituencies Development Fund
(NGCDF) for Mandera South during the same financial year.

Further, the project was not labelled to confirm that it was undertaken by the County
Crovernment. As a result. it was not possible to confirm whether the construction was indeed
carried out by the County Governmenl.

Maungemmt response

Chair, the ECDE classroom was imegrated with the existing classroom block to align with the
school masterplan and optimize available space. This approach avoided unnecessary stand-alone
structures, ensured efficient land use, and adhered 1o sound architectural design principles. To
accommaodate the side joined 10 the existing structures, the classroom walls were expanded from
the initial 70 sgm in the Bill of Quantities 1o 85 sqm, ensuring both functionality and structural
halance. The classroom has since been branded 10 clearly indicate County Government funding,
and photographic evidence, along with the floor plan, is available for audit review,
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Committee Observation

The Committee noted that the matter has since been addressed.
Committee Recommendation

The committee recommends that the matter be marked as resolved.

b, Non-Utilization of Completed Projects

Management incurred an amount of Kshs. 4,949 984 in respect of construction of a Gela shade at
Elwak and an amount of Kshs.3,899.578 in respect of proposed renovation and alteration works
w specialist clinic &t Mandera County Referral Hospital. However, physical inspection
conducted on 18 May, 2025 and 235 October, 2025 respectively, confirmed that the projects were
completed but not in use. The non-utilization of the completed projects raises concerns about
their viability and the effectiveness of public resource utilization, as the intended objectives and
benefits of the projects have not vet been realized.

In the circumstances, the value for money for the completed and unutilized projects could not be
confirmed.

Management response

The Gela Shade Project at Elwak was completed in accordance with the contract specifications
and handed over to the respective user depariment, The delay in utilization was due to the need
o develop and approve fair and transparent allocation criteria 1o avord potential dispules and
ensure inclusivity across wards and vulnerable groups. The department has now finahzed stall
allocations to the respective beneficiaries, and the facility 15 fully operational, officially
commissioned, and in use. The report and pictorial evidence are ready for review.

The specialist clinic at Mandera County Referral Hospital was not in use because at the time of
the audit, it was vet to be formally handed over by the contructor, The building was also wailing
be equipped with the necessary furniture and equipment.  The facility has been handed over,
equipped and operationalized

Committee Observation

The Committee nbserved that an expenditure of Kshs. 4,949,989 incurred for the construction of
a Gela shade at Elwak was not adequately supported.
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Committee Recommendation

The Office of the County Governor undertakes administrative action against the
responsible officer(s) who failed to provide documents to the auditors at the time of audit
in accordance with section 156 of the Public Finance Management Act, 2012 and provides
a status report (o the Office of the Awditor General within sixty (60) days from the
adoption of this report

7. Nen-Compliance with the Law on Procurement for the Disadvantaged Groups

Audit review of the 20242025 Consolidated Procurement Plan for the County Fxecutive
revealed that Management allocated an amount of Kshs. 1,381,921.205 of its budget for
procurement to the disadvantaged groups, representing only 27.6% of the total procurement
budgetary allocation. This was contrary to Section 53(6) of the Public Procurement and Asset
Insposal Act, 2015, which requires state organs and public entities to reserve a minimum ol
30% of their procurement and disposal allocations for enterprises owned by women, youth and
persons with disabilities. The under-allocation indicates non-comphiance with statutory
requirements aimed at promoting inclusivity and empowerment of marginalized groups.

I the circumstances, Management was in breach of the law,
Management response

Management has noted the observation and clarfics that, although the County Executive had
planned and budgeted to meet the statmtory minimum requirement of reserving at least 30% ol
procurement opportunities for disadvantaged groups in accordance with Section 53(6) of the
Public Procurement and Asset Disposal Act, 2015, implementation during the period under
review fell short, resulting in an achieved allocauon of approximately 27.6% as observed by the
Auditor,

The shortfall arose mainly from delayed disbursement of funds and shonfalls in own-source
revenue and conditional grants, which constrained the execution of planned procurements
carmarked for disadvantaged groups. Consequently, some procurement activities could not be
implemented as scheduled, aiflecting the overall percentage achieved during the vear,
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Management confirms that the current financial vear's budget and procurement plan are fully
inclusive and compliant with the mandatory 30 reservation requirement. The budget executed
as at the mid-year has already taken care of AGPO (enterprises owned by women, youth and
persons with disabilities) reservation at 32% of projects advertised, awarded and currently being
implemented.

Committee Observation

The Committee noted that in FY 2024/2025. the County Executive allocated Kshs.
1.381,921,205 (27.6%) of its total procurement budget 1o disadvantaged groups (women, youth,
and persons with disabilities) contrary 1o Section 53(6) of the Public Procurement and Assel
[hsposal Act, 2015

Committee Recommendation
The County Executive should ensure full compliance with Section 536) of the Public
Procurement and Asset Disposal Act, 2015

8. Failure to Operationalize Emergency Fund

The statement of financial performance reflects pavments on other grants and subsidies
amounting to Kshs.B98,302,758, compnsing of Kshs459.999.9599  Kshs 382,347,226 and
Kshs.55.955.533 in respect of scholarship and other education benefits, emergency relief and
refugee assistance and purchase of scedlings respectively. However, the payments on emergency
reliel and refugee assistance include an amount of Kshs 32,846,226 on water trucking and an
amount of Kshs 349 501,000 on supply and delivery of rehel food items for vulnerable members
of the society.

The expenditure ought to have been incurred through the Emergency Fund. The County
Executive established Mandera County Emergency Fund through Section 4 of the Mandera
County Emergency Fund Act, 2020 to enable pavments ¢ be made when an urgent and
unforeseen need for expenditure anses for which there 15 no specific legislative authority, The
Executive did not set aside funds in the annual budget for the emergency fund as required by
Section 3 of the Mandera County Emergency Fund Act, 2020,

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

Management response
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The management established the County Emergency Fund Act in 2020 and has undertaken its
operationalization, in line with the provisions of the Public Finance Management Act, 2012, In
the financial vear under review, an allocation was made in the supplementary budget towards
the Fund to lacilitate the establishment of the necessary legal and administrative structures.

Full implementation and utilization of the County Emergency Fund commenced in the Financial
Year 202572026, and all requisite structures and compliance measures are fully in place.

Committee Observations

The Committee observed that;

1) the County Government established the Mandera County Emergency Fund through the
Mandera County Emergency Fund Act, 2020, but failed to operationalize it by allocating and
transferring funds as required under Section 5 of the Act and the Public Finance
Management Act, 2012. No funds were set aside or transferred to the Emergency Fund in FY
2024/2025, despite claims of a KSh 3 million allocation for administrative structures in the
supplementary budget, which could not be verified. The Fund became operational only in FY
2025/2026.

2) Emergency-related expenditures totaling KSh 382,347,226 (including KSh 32,846,226 on
water trucking, KSh 349228 0000 on relief items, and KSh 55.900,000 on seedlings) were
incurred through the Other Grants and Subsidies line item instead of the Emergency Fund.
This violates Section 110 and 112 of the PI'M Act, which provide the procedure for
establishing and wiilizing a County Emergency Fund for urgent, unforeseen needs, and
constitutes a breach of the law.

Committee Recommendations

The Committee recommends that;

1. The County Exccutive fully operationalize the Emergency Fund immediately, including
annual budget allocations, fund administrator appointment, and separate financial
statements, Compliance should be verified in the next andit evele (FY 2025/2026), with
sanctions for non-compliance under the PFM Aet, 2012,

2. The Aunditor General is directed to conduct a special auwdit within 60 days on all
emergency-related expenditures in FY 2024/2025 (KSh 382,347,220), focusing on water
trucking, relief items, seedlings/seeds, educational support (KSh 459 228,532), and the
KSh 12 million orphanage transfer. The audit scope shall include 100% verification,
physical inspections, beneficiary tracing, procurement compliance, and value-for-
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money assessment, Findings shall be tabled before the Committee for further action,
including potential recovery of funds if irregularities are found.

3, The County Executive Committee Member for Finance must immediately comply with
Section 111 of the PFM Act by allocating funds to the Emergency Fund in the current
budget and appointing an administrator, ensuring full operationalization for FY
2025/2026.

9. Non-Compliance with the Law on Recruitment of Persons with Disabilities

Dwuring the vear under review, the Department of Health recruited sixty (60) health workers, out
of this number, only one (1) person with disability was hired. This translates w 1.7%, contrary
to Section B.23 (2) of the Human Resource Policies and Procedures Manual for the Public
Service, 2016 on Rights and Privileges of Persons with Disabilities. which requires at least five
(5) percent of all appointments to be for persons with disabilities.

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

The Board strive to uphold the principle that at least five percent of the members of the public in
clective and appointive bodies are persons with disabilities. To this end, Board has placed
special emphasis on encouraging individuals living with disabilities to apply lor the advertised
positions and ensure that they are accorded special consideration during recruitment processes,

The Board continues to promote fair and inclusive recruitment by giving PWDs priority
comsideration while taking into account the aspect of qualification, competencies and other
relevant actors within County Public service. In certain cases, the board has even lowered the
minimum gualifications 10 ensure that applicants with disabilities are shortlisted and invited for
Interviews.

In relation o the aforementioned case, the board advertised for Seven (7) cadres position:
Medical Officers, Pharmaceutical Technologist, Radiographer, Medical Engineering. Medical
Laboratory Technologist, Dental Technologist and Physiotherapist
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A total of two hundred and sixty-nine {269) applications were received. Among them, only four
(4) applicants were person with disabilities: Medical officer, one Pharmaceutical Technologist,
one Medical Engineer and one Medical Laboraory Technologist as follows-

I. Medical Officer -~Abdirahman Mohamed Ulow JdNo 34150960 was shortlisted.

appeared lor interview and successtully selected for the same position.

Pharmaceutical Technologist-Abdullahi Thrahim Ali | 1d/No 36429381 was not shortlisted

as he did not meet the minimum qualification to be shortlisted; he was not registered with

respective professional Board as a key requirement,

3, Medical Engineer-Viola Jepkemboi, 1d/No 35844657 was not shortlisted as she did not
meet the minimum qualification to be shortlisted: she was not registered with respective
professional Board as a key requirement.

4. Medical Laboratory Technologist, 1d/No 40383389 was not shortlisted as he did not meet
the minimum qualification to be shortlisted; he had no Medical Laboratory Technologist
Diploma Certificate as a Key requirement.

L

Committee Observation

The recruitment of only one person with a disability out of sixty (1.7%) falls significantly short
of the constitutional and statutory threshold. This contravenes Article 54(2) of the Constitution,
which mandates the State 1o ensure the progressive implementation of the principle that at least
five percent of members of the public in appointive bodies are persons with disabilities. This is
further reinforced by Section 65(1)e) of the County Governments Act, which requires the
County Public Service Board to ensure at least 30% of vacant posts are filled from diverse
communities, including PW0s,

Committee Recommendations:

1. The County Public Service Board is directed to strictly comply with the 5% statutory
quota for persons with disabilities as provided for in Article 34{2) of the Constitution in
all future recruitment exercises.

2. The County Public Service Board must, as required by Section 68E of the County
Governments Act, include in its annual report a detailed description of the specifie
affirmative action measures taken during the reporting period to implement
employment equity for PWDs and the results achieved.

10, Non-Compliance with the Law on Gender Equality
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Review of the payroll data revealed that the County Executive had a total of three thousand,
eight hundred and twenty-two (3,822) employees as at April. 2025, Nine hundred and forty-
three (943) emplovees or approximately 24.6% represented female gender, while two thousand
cight hundred and seventy-nine (2.879) or approximately 73.32% represented the male gender,
This was contrary to Section B22(2) of the Human Resources Policies and Procedures Manual
for Public Service, 2016, which states that the Government will endeavour to have a gender
balanced Civil Service by ensuring thal not more than two-thirds of positions in s
establishment are filled by either gender.

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

Management acknowledges the audit observation on gender distribution within the County
Executive. The existing gender imbalance is largely attributable 1o inherited staffing structures
and the predominance of technical and field-based cadres, which have historically attracted
fewer female applicants. In such positions, qualification and competency requirements take
precedence, which has limited the pace of immediate correction,

Management notes that female representation curmrently stands at 25%, which is below the
prescribed threshold. However, this represents - progressive improvement over time, and the
County is steadily approaching the 30% benchmark.

Management confirms that deliberate corrective measures are ongoing to progressively achieve
compliance with the two-thirds gender principle. These include mainstreaming gender
considerations in all recruitment and promotion processes, applying affirmative action where
permissible, sensitizing and encouraging qualified female candidates 1o apply for advertised
positions, and continuously monitoring stall gender composition,

Management remains committed to improving gender balance over time and is confident that.
with sustained implementation of these measures, the County will attain the reguired threshold
in line with the applicable legal and policy framework.

Committee Observation:

The Committee observes that the gender composition of the county public service (24.6%
female) is in violation of the constitutional principle of gender equity, This controvenes Article
27(8) of the Constitution, which mandates the State to 1ake legislative and other measures 1o
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implement the principle that not more than two-thirds of the members of appointive bodies shall
be of the same gender,

Committee Recommendation:

I. The Commitice recommends that the County Public Service Board, in compliance
with Article 27(6) and (8) of the Constitution, develops and implements an alfirmative
action plan within 90 days to progressively redress this gender imbalance and achieve
the constitutional threshold.

1. The County Public Service Board must, pursuant to Section 68A of the County
Governments Act, outline in its annual report the strategies it is implementing to
climinate employment barriers and promote equal opportunity for all genders in the
county public service.

11, Non-Compliance with Procedures for Initiating Procurement of Consultancy Services

The expenditure includes an amount of Kshs. 724 408,964 in respect of other operating expenses,
out of which an amount of Kshs. 10,200,000 was paid for provision of consultancy services for
preparation of valuation roll for Mandera and Elwak Municipalities, However, the terms of
reference outlining  performance benchmarks, milestones, activities, timelines for  the
consultancy services and report of the Contract Implementation Team were not provided for
audin. This was contrary to Section 117{b) and 151{1) of the Public Procurement and Assel
Disposal Act, 2015 which provides that for any imtiation of procurement, there should be
inclusion of the terms of reference outlining performance benchmarks, milestones, activities and
timelines of contract,

In the circumstances, the regularity of expenditure amounting 1o Kshs, 10,200,000 in respect of
provision of consultancy services could not be confirmed.

Management response
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The Terms of Reference (ToRs) for the preparation of valuation rolls were incorporated in the
original procurement documents at the itiation stage. The ToRs, which detarled the scope of
work, expected outputs, performance benchmarks, milestones. and deliverables, guided the
evaluation, contracting, and execution of the consultancy assignment.

The contract was implemented and supervised by the responsible technical/user department, and
periodic progress reports, deliverables, and final outputs were submitted by the consultant,
reviewed, and confirmed to be satisfactory prior 10 payment.

Copies of the approved Terms of Reference together with the relevant progress reports assessing
the status of the consultancy services for Mandera and Elwak Municipalities have since been
retrieved and are available for audit review and verification.

Commitiee Observation
The Office of the Auditor General informed the Committee that the matter was satisfactorily
addressed.

Committee recommendation
The Committee recommends that the matter be marked as resolved.

REFPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

1. Lack of Disaster Recovery Plan

Review of records revealed that Management did not put in place a disaster recovery plan. This
was contrary 1o Regulation 158 of the Public Finance Management (County Governments)
Regulations, 2015 which states that the Accounting Officer shall ensure that the County
CGovernment entity develops nisk management sirategies, which include fraud prevention
mechanisms, a system of risk management and internal controls that builds robust business
Operitions.

In the circumstances. the continuily of operations in the evenl of a sysiem failure, natural
disaster, or cyber-attack could not be confirmed.

Management response
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Management has noted the observation and clarifies that the County Government has taken
sigmificant steps towards strengthening its disaster and risk management framework. During the
vear under review, the County enacted the County Disaster Risk Management Act, 2024, which
provides a comprehensive legal and institutional framework for disaster preparedness.
prevention, mitigation, response, and recovery.

Pursuanmt 1o the provisions of the Act, Management s in the process of developing a
comprehensive Disaster Recovery Plan (DRP) and related business continuity arrangements 1o
operationalize the Act and enhance system resilience. The Disaster Recovery Plan will address
continuity of critical operations in the event of svstem failures, patural disasters. or cvber-
security incidents, in line with Regulation 158 of the Public Finance Management (County
Governments) Reguolations, 2015,

Management is committed to finalizing and implementing the Disaster Recovery Plan and
strengthening internal controls to ensure continuity of operations and safeguard County
Crovernment systems and services.

Committee Observation

The Committee observed that the County enacted the County Disaster Risk Management Act,
2024, which establishes a comprehensive legal and institutional framework for disaster recovery
policies

Committee Recommendation

The Committee recommends that:

The Auwditor General to closely monitor the development, documentation and
communication of these policies within the county entity in the subsequent audit eyeles.

1. Salaries Paid Ountside the HRIS-Ke Payroll System

The Statement of Financial Performance reflects emplovees™ costs amounting o Kshs.
4.358.112,527, as disclosed in Note 7 to the financial statements. However. review of the
County Executive’s payroll records revealed that the County maintained two (2) sets of payrolls
despite having adopted the Human Resource Information Svstem (HRIS-Ke) with effect from
December 2024, One (1) set is maintained within the system with three thousand, eight hundred
and twenty-seven (3.827) emplovees. and a manual pavroll in an Excel sprendsheet with five
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hundred and fifty-two (532) employees. The two (2) sets of pavroll records raise concerns about
pavroll management,

Further review ol the manual payroll revealed that about three hundred and eighty-three {383)
MNational Police Reservists (NPR) were engaged on a casual basis, earning between a total of
Kshs, 15,000 and Kshs, 43,000 per month. As a result, a total expenditure of Kshs, 30,342,500
was incurred. Details of how the NPRs were identified, recruited. and on-boarded were not
provided. Further, no evidence was provided to confirm that the County Public Service Board
(CPSB) approved their engagement, as required by Section 79 of the County Governments Act,
2012,

In the circumstances, existence of effective control mechanisms on the payvroll could not be
confirmed.

Managemenli response

The County processes staff salaries through the Human Resource Information Systemn (HRIS-
Ke). A manual pavroll is maintained temporarily for National Police Reservists (NPRs) and new
emplovees awaiting Unique Personal Numbers (LTPNs),

Mandera is a high-risk region with persistent security threats, NPRs provide critical local
security support due to their knowledge of the terrain, familiarity with local languages. and
operational effectiveness. To support national security operations, the County pavs a modest
stiperidd 10 these officers. Given the prevailing insecurity, the County will continue 1o retain
NPRs on the pavroll as long as their services are required. Their engagement was carried oul in
full comphance with the relevant legal and policy frameworks.

The County Public Service Board (CPSB) formally approved the recruatment of NPRs,
recognizing the urgent need for local security support. Replacements are made only upon formal
request by the officer in charge of NPRs, typically due to retirement, disciplinary action, or
death.

Supporting documentation including CPSB approvals are available for review.

Commitiee Observation

1) The maintenance of a parallel manual payroll for 332 employees, including National Police
Reservists (NPRs), exposes the county to significant risks of fraud, duphcation, and loss of
control over the wage hill.

2) This practice violates the principles of sound internal controls and effective nsk management
required by Regulation 158 of the PFM (County Governments) Regulations, 2015,
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Furthermore, the lack of documentation regarding the recruitment and approval of NPRs by
the County Public Service Board contravenes Section 59 of the County Governments Act,
which vests the Board with the power 1o appoim public officers.

Committee Recommendations

The Committee recommends that;

I. The Senate notes that the process of issuance of Personal File numbers is inefficient in
counties and therefore directs the National Government (State Department of Public
Service) in conjunction in the Council of Governors (CoG) to prescribe and design an
efficient human resource management system to be used by counties;

2. The County Governor should ensure that casual workers are engaged in line with the
relevant laws and the approved stafl establishment and provide a status update to the
Auditor General within 60 days of adoption of this report;

3. Pursuant to Article 235 of the Constitution of Kenya, the Committee directs that the
Cabinet Secretary (CS), Ministry of Public Service, Youth and Gender Affairs to
develop regulations to provide guidance and clarity to county governments on
engagement of casual employees, contracted workers, acting positions and a platform
for management of connty human resources; and

4. the Auditor General to monitor the matter in the subseguent audit eycle.

3. Weaknesses in the Management of Drugs Inventory

The Stnement of Financial Performance reflects payments on use of goods and services
amounting to Kshs. 2,795,555 940, as disclosed in Note 8 to the Gnancial statements. Included
in the use of goods and services expenditure of Kshs, 2,795,555,940 is an amount of Kshs.
O86.507.315 in respect of specialized matenals and services, out of which an amount of Kshs.
316,875,752 15 1n respect of medical supplies.

However, audit inspection done on 14 May 2023 revealed that Mandera County public hospitals
lack an automated drug inventory management system, relying on manual records which are
prone to errors and inefficiencies.

In addition, pharmacists are tasked with inventory and stock management functions, including
receiving, issuing, and recording of medical supplies. These responsibilities fall outside the core
clinical mandate of pharmacists and are typically designated 10 qualified medical store officers
or health supply chain personnel. The absence of designated and professionally trained store
officers compromises the efficiency. accurncy, and accoumability of invemtory operations.
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In the circumstances, existence of eflective control mechanisms on drug management could not
be confirmed.

Managemenlt response

The County is currently in the process of acquiring the AFY A KE Hospital Management System
from the State Department of Health Services. This system includes an integrated store
management module that will fully digitalize inventory and supply chain operations across all
public health facilities, thereby enhancing accuracy, accountability, and real-time monttoring of
medical supplies.

In addition, the County is adequately staffed with qualified commodity and health supply chain
officers who are deploved to health Tacilities to strengthen inventory management and improve
operational efficiency. At the time of audit. the officer attached to the store was away on sick
leave. The Department remains committed to continuous improvement and the adoption of
technology-driven solutions for effective service delivery.

Committee Observations

1) The Committee observed that County health facilities have not yet implemented an
automated drug inventory management system

2) The Committee observed that an audit inspection on 14 May 2025 revealed that Mandera
County public hospitals lack an amtomated drug invenlory management system, relying
instead on manual records prone to errors and inelficiencies.

3) Committee observed that pharmacists are currently responsible for inventory and stock
management functions, including receiving, issuing, and recording medical supplies.

Committee Recommendation

1. The Accounting Officer for the Mandera County Department of Health immediately
procures and implements an automated drug inventory management system to replace
the manual records, ensuring integration with existing financial systems and submits
evidence of compliance to the Office of the Auditor General within 90 days from the
adoption of this report.

2. The Office of the Auditor General to keep the matter in view in subsequent financial
Vears,

4. Weaknesses in the Management of Fixed Asseis
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Review of the fixed assets register provided for audit revealed that the fixed assets register was
nol updated with assets acquired during the vear. In addition, the County Executive does not
have in place policies and procedures relating to asset management, and the non-current assets
were not physically inspected on a regular basis.

Further, Management did nol maintain assets register for land and buildings, recording cach
parcel of land and the terms on which 1t is held, with reference to the convevance, address. area,
dates of acquisition, disposal or major change in use, capital expenditure, leasehold terms,
maintenance contracts, and other pertinent management details,

In the circumstances, the existence of effective mensures in the management of assets could not
be confirmed.

Management response

Management wishes to clarify that it has instiiuted measures 1o strengthen the management and
control of fixed assets. In this regard, the County has been undertaking physical verification of
all pssets twice in each financial year aimed at confirming the existence, condition, and proper
utilization of assets, as well os updating the fixed assets register accordingly.

Further, the County Government of Mandera, through the Assets Management Section of the
County Treasury, has developed a comprehensive Asset Management Policy to guide the
acquisition, recording, custody, verification, and disposal of County assets, including land and
buildings. The policy is at an advanced stage of approval and has been submitted to the County
Executive Committee for consideration and approval. Upon approval, the policy will formalize
assel management procedures, strengthen intemal controls, and enhance accountability in the
management of County assets.

Committee Observation

1) The Committee observed that the County Executive lacked an updated Fixed Asset Register.

2) The Committee observed that the tailure to update the fixed assets register with acquisitions
during the year contravenes Section 136(1) of the Public Finance Management (County
Giovernments) Regulations, 2015, which requires counly govemmenis (0 maintain accuruie
and up-to-date records of all assets.

Committee Recommendations
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The Committee recommends that -

I. County should expedite the process of updating and presenting their Fixed Assets
Register in the format prescribed by the Public Sector Accounting Standards Board
before the transition to accrual basis of accounting and provide a status update to the
OAG within 60 davs of adoption of this report;

2. County should adopt and implement the report of the Inter-Governmental Technical
Relations Committee (IGTRC) on assets and Labilities from defunct Local Authorities
and submit a status wpdate to the Office of the Auditor General within 60 days of
adoption of this Report; and

3, Office of the Auditor General should progressively review and report on the matter in
the subsequent Financial Years.

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF MANDERA COUNTY REVENUE FUND FOR THE FINANCIAL YEAR
202472025

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects total final receipts budget
and actual on comparable basis of Kshs.14.567,547.952 und Kshs.13.237.260.105 respectively,
resulting in underfunding of Kshs, 1,330,287 848 or 9% of the budgeted receipts. Similarly, the
Fund made payments of Kshs. 11,531,665,020 against actual receipts ol Kshs. 13,237,260,1035,
resulting in an under-utilization of Kshs. 1,705,595 085 or 13% ol the receipts.

I'he underfunding and underperformance affected implementation of planned activities resulting
i a negative impact on delivery of services 1o the public.

Management Response
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The underfunding and under-disbursement were pnimarily occasioned by delavs in the release of
funds from the Natonal Treasury and shortfalls in locally generated revenue during the vear.
Additionally, late approval of some funding requests by the Office of the Controller of Budget
and ntermittent IFMIS connectivity challenges contributed 1o delays in payments processing.

The management has since 1aken measures to mitigate recurrence of such challenges, including
enhancing revenue mobilization efforts, strengthening cash flow planning. and engaging the
National Treasury to ensure timely disbursement of equitable share and conditional grants. The
County [reasury has also priortized improvement of IFMIS infrastructure and capacity 1o
facihitate efficient processing of paymenis.

These interventions are expected to improve budget absorption, ensure imely implementation of
planned activities, and enhance service delivery 1o the public.

Committee Observation

The Committee observed that the underfunding of the County budget was an effect of the late
exchequer releases by the National Treasury. The delay in project implementation will deny the
county residents the required service delivery accruing from those projects.

Committee Recommendations

I. The Committee recommends that the National Treasury should ensure the timely
release of funds to county governmenis in line with the cash disbursement schedules
approved by the Senate.

1. The County Executive puts in place measures to enhance its own generated revenue in
order to meet its revenue target and address revenue shortfalls.
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REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF MANDERA COUNTY RECEIVER OF REVENUE FOR THE
FINANCIAL YEAR 2024/2025

REPORT ON THE REVENUE STATEMENTS
Qualified Opinion

Basis for Qualified Opinion

Non-Compliance with Transitional IPSAS Reporting Template

The cover page to the annual report and financial statements indicates “Transitional IPSAS
financial statements / Prepared in accordance with accrual basis of accounting method under
International Public Sector Accounting Standards (IPSAS)”. This is indicative of Management
[ailure to choose the method adopted to prepare the financial statements.

Further, under Note 2 to Financial Statements on Statement of Compliance and Basis of
Preparation of the financial statements, Management, having taken advantage of the transitional
provisions under IPSAS 33, has not indicated the elements of the financial statements that have
not been recognized and the steps being taken towards full compliance with IPSAS Accrual.

In the circumstances, the financial stitements as prepared and presented are not in compliance
with the [PSAS reporting framework.

Management Response

The management clarifies that the financial statements for the vear ended 30 June 2025 were
prepared in accordance with the Public Finance Management Act, 2012 and the International
Public Sector Accounting Standards (IPSAS), having taken advantage of the transitional
provisions under IPSAS 33 — First-time Adoption of Accrual Basis IPSASs. Accordimgly, the
financial statements are transiional IPSAS financial statements prepared on an accrual basis, as
permitted during the transition period.

Management scknowledges the auditor’s observation regarding the adequacy of disclosures
under Note 2 (Sttemenmt of Compliance and Basis of Preparation). While the financial
statements currently disclose that certain elements—such as inventories, depreciation, and non-
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financial assets acquired prior to FY 20242025—have not been fully recognized due to
limitations in asset registers, valuation data, and supporting information at the time of transition,
Management recognizes that the disclosures require further detail 1o fully comply with IPSAS
i3,

Further, Management has outhned a clear and time-bound phased IPSAS Accrual adoption plan,
which includes: Updating and valuing the asset register and recognizing inventories in FY
2025/2026; and completing the recognition and valuation of all non-financial assets, provisions,
and preparing fully IPSAS Accrual-compliant financial statements by FY 2026/2027.

The management therefore affirms that the financial statements were prepared in line with the
applicable transitional IPSAS framework and that deliberate steps are being implemented to
achieve full comphance with IPSAS Accrual within the approved transition period. Future
financial statements will continue 1o enhance disclosures to ensure full compliance with IPSAS
33 requirements.

Committee Observation

I} The County Executive Commitiee Member for Finance failed to ensure the financial
statements complied with the reporting standards prescribed by the Public Sector Accounting
Standards Board (PSASBE) as mandated by Section 194( 1 )(d) of the PFM Act, 2012.

2) The failure 1o provide adequate disclosures under IPSAS 33, specifically regarding
unrecogmzed clements and the steps towards full compliance, contravenes the principle of
elear fiscal reporting outlined in Article 200{e) of the Constitution.

Committee Recommendations

1. The County Excentive Committee Member for Finance submits a detailed analysis to
the Senate and the Auditor-General within 90 days after adoption of this report. The
detailed analysis should outline all elements of the financial statements not recognized
under the transitional provisions and providing a binding, time-bound roadmap with
clear milestones for full compliance with accrual-based IPSAS, as required by Section
194 of the PFM Act, 2012,

2. The County Treasury must ensure that all future Onancial statements strictly adhere to
the formats and disclosure requirements preseribed by the PSASB, and the County
Exccutive Committee Member for Finance must certify this compliance before
submission,
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Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget and
actual on comparable basis of Kshs, 350,000,000 and Kshs. 212,066,352 respectively. resuliing
in a shortfall of Kshs. 137.933.648 or 39% of the budgeted receipts.

The under-collection of the own source revenue affected the planned activities and may have
impacted negatively on service delivery to the residents of Mandera County.

Management Response

The budget underperformance was a result of several factors that significantly impacted
taxpayers' ability to pay, The general economic conditions in the county have deteriorated due 1o
recurring droughts in the current and previous year affecting farm yields, livestock production,
and market conditions.

The persistent insecurity challenges in the area have led to the closure of trading borders with
the neighboring countries of Somalia and Ethiopia, as well as the shutdown of quarry sites,
These factors have adversely affected business performance in the area and diminished revenue
targets, despite the county's efforts to employ various strategies to enhance collections and
achieve the budgeted targets. Moving forward, the county will continue to strengthen its revenue
collection measures to reduce the gap in subsequent financial periods.

Despite these challenges, the County has recorded a notable improvement in revenue
performance compared to the previous financial vear, where budgeted own-source revenue
amounted to Kshs, 330,533,846 against actual collections of Kshs, 169,072,559, resulting in o
shortfall of Kshs. 161,461 287 or 48.8%. This represents a 9.8 percentage point improvement in
budget performance, demonstrating progress in revenue mobilization efTorts,

Committee Observation

The Committee observed that the county government failed to meet its own-source revenue
targets, achieving only 61% of the budgeted amount. This underperformance represents o fnlure
in revenue moblization and contravenes the fiscal responsibility principle of ensuring that the
burden of taxation and revenue collection is shared fairly and managed prudently, as set out in
Article 2001{b)1) and (d) of the Constitution.

Committee Recommendations
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The Committee therefore recommends that:

1. The National Treasury should ensure the timely release of funds to county governments
in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act, 2012; and

2. The County execufive puts in place measures to enhance its own generated revenue to
meet its revenue target and address revenue shorifalls.

Key Audit Matters
Other Matter
Unresolved Prior Year Matters

In the prior year audit report, two issues were raised under the Report on Lawfulness and
Effectiveness in Use of Public Resources and Effectiveness of Internal Controls, Risk
Management and Governance, respectively. These were late transfer of revenue 10 the County
Revenue Fund and weak controls over collection of cutstanding land rates.

Review of the status during audit of the Fund in 20242023 revealed that the issues remained
unresolved as at 30 June 20235,

Managementi Response

We acknowledge the observation regarding the unresolved prior year matters on the late transfer
of revenue to the County Revenue Fund and weak controls over collection of outstanding land
rates, which were also noled in the audit certificate for FY 202324 and discussed before this
Commiltlee.

These matters persisted due to operational and economic challenges in streamlining revenue
collection and remittance processes, particularly in the context of a largely informal economy
and security constraints that afTect collection in certain sub-counties.

To address these issues, the County has implemented the following measures:

iy hmely remittince of collected revenue to the County Revenue Fund is now being closely
momtored through amtomated revenue collection systems and monthly reconcilimions.
ijEnhanced controls over land rates have been established. including conducting a valuation

roll, updating the land and property register, issuing reminders to defaulters, and deploying
dedicated officers to strengthen monitoring and collection.
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Committee Observations

17 The Committes observes with concern that the County Executive failed to take action on
significant audit recommendations from the FY 2023/2024 report, specificallv regarding the
late transfer of revenue to the County Revenue Fund and weak controls over land rates.

2) The inaction by the County Executive is a dereliction of the duty to ensure accountability
and implement corrective measures as contemplated under Section 53 of the Public Audit
Act, 2015, and undermines the principles ol transparency and accountability in Article
200 {a) of the Constitution.

Committee Recommendations
The Committee Recommends that—

1. the County Executive implements the recommendations of the Committee in its report
on the Report of the Auditor General on Financial Statements for Vihiga County
Executive for the Financial Year 2023/2024 as adopted by the Senate and reports to the
committee within sixty (60) davs of the adoption of this report;

2. the account officer complies with section 53 of the Public Audit Act by taking the
relevant steps to implement the recommendations of the Senate on the report of the
Auditor-General and submits a report to the Senate within ninety (90) davs of the
adoption of this report;

o

the County Executive engages with the Office of the Auditor General to address and
resolve any outstanding matters; and

4. the Auditor General lists any unresolved audit issues in the report of the subsequent
financial year.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF FUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
except for the effects of the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in the Use of Public Resources section of my report, | confirm that nothing else

194



has come o my attention to cause me o believe that public resources have not been applied
lvw Fully and i an elfective way,

Basis for Conclusion
Late Transfers of Revenue to County Revenue Fund

The statement of revenue and disbursements reflects total revenue of Kshs, 212,066,352, out of
which an amount of Kshs, 188,143,982 was disbursed w0 County Revenue Fund while an
amount of Kshs. 23847811 had not been disbursed as at the close of the financial vear.
However, review of the Receiver of Revenue and County Revenue Fund Bank statements
revealed that there were several instances of delays in transfer of revenue collected o the
County Revenue Fund with some instances taking up o two (2) months, This was contrary to
Regulation 81(2) of the Public Finance Management (County Governments) Regulations, 2015
which requires that the receiver of revenue shall promptly pay the revenue received into the
County Revenue Fund, as soon as possible and in any case not later than five (5) working davs
alter receipt thereol.

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

These issues stem partly from poor network coverage in some sub-counties, where limited
connectivity hampers umely transfers of the collected revenues to the collection’s accounts for
transmission to the County Revenue Fund Account.

To address these challenges, we are implementing several measures 1o ensure compliance with
transfer imelines, First, we are currently using MPESA pavbill to remit the revenues collecied
at sub counties to the collection’s accoumts for transmission to the County Revenue Fund
Account. We are working with our banking partners to automate revenue transfers to the CRF
within the five-day umeframe. which will minimize human error and ensure prompl remittance.

We will establish a monitoring committee within the Finance Department 1o oversee compliance
with transfer requirements, conducting weekly reviews to promptly identify and resolve any
delays.

Finally, we are refining our revenue collection processes o mclude immediate deposit protocols,
appointing a dedicated officer to ensure that all collected funds are ransferred in accordance
with regulations.

Committee Observations
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1} The Committee observes that the County Receiver of Revenue violated Regulation 81(2) of
the Public Finance Management {County Govermments) Regulations, 2015, by Faling 1o
promptly pay revenue collected into the County Revenue Fund within five working days.

2) This breach of the law undermines the principle of sound and responsible financial
management enshrined in Article 201(d) of the Constitution and exposces public funds 10
potential risk

Committee Recommendations
The Committee recommends that:

1. The County Executive Committee Member for Finance takes immediate administrative
action against the designated Receiver{s) of Revenue responsible for the delayed
transfers, as per their accountability under Section 157 of the PFM Act, 2011,

2. Additionally, the County Treasury must fully automate the revenue collection and
remittance process o ensure real-time or next-day transfer of all revenues to the
County Revenue Fund, eliminating manual delays and human error, in line with the
principles of efficient and transparent financial management.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
Basis Tor Conclusion
I. Unmarked Parking Spaces

The statement of receipts and dishursements reflects parking fees amounting o Kshs 582,580
and as disclosed in Note 12 1o the revenue statements. However, physical nspection of parking
slots within Mandera Town revealed that some of the parking bays were not marked or
demarcated. Further, business owners were payving for reserved parking spaces even though
there was no means ol conlirming what constitutes a parking bay.

In addition, there was no parking space data in terms of the street, number of parking spaces and
reserved parking slots.
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In the circumstances. the elfectiveness of internal controls over revenue collection from parking
fees could not be confirmed.

Management Response

The management notes the audit observation and wishes 1o clarify that there are marked parking
spaces along the B9 road in Mandera Town, starting from Mandera Bridge to Police Line,
totaling 353 which have clearly been demarcated for parking spaces. This marking was
undertaken to facilitate proper revenue collection, enhance transparency, and ensure compliance
with Section 1537(2) of the Public Finance Management Act, 2012, Photographic evidence of the
marked parking slots 1o validate the existence and management of the 333 marked spaces is
available for sudit review,

The management remains commitied to strengthening purking space management and revenue
accountability, and we trust that the clarification and ongoing actions will address the concerns
raised.

Committee Observation

The Committee notes that the matier of unmarked parking spaces was satisfactorily addressed
by the management, who provided photographic evidence of 353 marked bays, This
demonstrates a responsive approach to resolving audit queries and strengthening infternal
controls over revenue streams, in line with the duty to safeguard public resources under Section
1449 of the PFM Act, 2012

Committee Recommendation

The Committee recommends that this matter be marked as resolved. However, the County
Executive is encouraged to maintain an up-to-date register of all parking spaces, including
their location and status, to further enhance the effectiveness of internal controls over
parking fee collection, as guided by the asset management principles in Regulation 136 of
the PFM (County Governments) Regulations, 2015,

2. Weaknesses in Revenue Collections

Analysis of revenue streams revealed that out of the eleven (11) revenue sireams, only one (1)
revenue stream realized its revenue target while the other ten (10) did not realize their revenue
Largets,
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Further analysis revealed that eight (¥) revenue streams did not achieve more than fifty percent
(50%) of the target. In addinon, the Receiver of Revenue did not formulate strategies to enhance
own source revenue collection and explore avenues for introducing new sources of revenue.

In the circumstances, the ecffectiveness of the revenue mising measures emploved by
Management could not be confirmed.

Management Response

The management acknowledges the underperformance of local revenue, The underperformance
was primarily due to security challenges, mcluding threats from terror groups and cross-border
conflicts that disrupted business operations, livestock movements, and markets, and economic
constraints from recurrent droughts that reduced household and business incomes, affecting key
revenue sources.

To address this, the County is implementing targeted security measures, revenue aulomation,
decentralization of services, development of revenue enhancement policies, staff recruitment
and capacity building, introduction of new revenue streams, and public sensitization campaigns.

The management affirms its commitment 1o enhancing own-source revenue performance and
ensuring accountability, with supporting documentation available for audit review.

Committee Observations

1} The Commitiee observes that the county's revenue-raising measures were largely ineflective,
with ten out of eleven revenue streams failing 1o meet their targeis. This demonstrates a
failure by the Receiver of Revenue to comply with the duty 1o ensure effective and
rransparent collection of revenue as stipulated in Section 158 of the PFM Act, 2012,

2) The Committee further notes the lack of documented. comprehensive strategies 10 enhance
own-source revenue or introduce new revenue sireams, which contravenes the proactive
fiscal management expected under Regulation 25(2) of the PFM {County Governments)
Regulations, 2013,

Committer Recommendations

1. The Committee recommends that the County Executive fast-track the full automation
of its revenue collection systems to minimize leakages, enhance accountability, and
provide real-time data for informed decision-making, as recommended by hest practice
and Regulation 62 of the PFM (County Governments) Regulations, 2015,
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2. The County Treasury must, in the next budget eyvele, present a revenue enhancement
policy based on realistic, data-driven targets for each revenue stream, developed in
consultation with the County Budget and Economic Forum as per Section 137 of the
PFM Act, 2012, Finally, the Auditor-General is requested to progressively review and
report on the implementation of these measures in subsequent financial vears until the
matter is resolved.

3. Weaknesses in Collection of Physical Planning and Development Revenue

The statement of revenue and disbursements reflects physical planning and development
revenue amounting to Kshs 651,900 and as disclosed in Note 11 10 the revenue statements.
However, enforcement notices and reports to ascertain whether the Management had made
efforts towards stopping development that commenced without requisite approval or efforts
mide towards the collection of the statutory fees were not provided for audit review,

In the circumstances, the effectiveness of internal controls over revenue collection from the
physical planning and development could not be confirmed.

Management Response

The County acknowledges that enforcement of physical planning and development controls
remains a challenge due 1o the unigue land tenure system in Mandera County, where most land
is largely communal and lacks formal titde and ownership documentation. Consequently,
enforcement actions such as issuance of enforcement notices and stoppage of developments
undertaken without requisite approvals are difficult to implement effectively,

In view of these constraints, Management adopted a flat-rate charging mechanism for physical
planning and developmenm fees as an interim measure to enhance revenue collection and
encourage compliance among developers. This approach was intended to ensure practicality,
cquity. and continued revenue mobilization in the absence of formal land ownership records,

Further, the County Government 15 undertaking the preparation of valuation rolls for Mandera
and Elwak municipalities, which will provide a structured basis for assessment, billing, and

enforcement, and is expected to significantly enhance revenue collection from physical planning
and development.

Committee Observation
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The Commiitee observes that the accounting officer failed in their statutory duty under Section
1492} a) and (d) of the PFM Act, 2012, by not providing critical enforcement documents to the
Auditor-General. This lack of documentation prevents the verification of internal controls and
constiutes a failure o ensure that revenue collection processes are lawiul and effective.

Committee Recommendation

1. The Office of the County Governor undertakes administrative actions against the
responsible officer(s) who failed 10 provide documents to the auditors at the time of
audit, in accordance with section 156 of the Public Finance Management Act and
provides a status report to the Committee within 60 days from the adoption of this
report.

2. The Committee recommends that the County executives should expedite updating of
valuation roll in accordance with Section 3 of the Valuation for Rating Act CAP 266 so
as to reflect current market values for optimal revenue collection and comply with the
guidelines of the Public Sector Accounting Sector Boards of reporting in the FY
202372024,
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CHAFPTER FOUR

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF THE AUMTOR GENERAL ON AUDITED FINANCIAL STATEMENTS
OF KITUI COUNTY EXECUTIVE FOR THE FINANCIAL YEAR 2024/2025.

The Governor of Kitun County Executive Hon. Dr, Julius Makau Malombe, EGH. appeared
before the Committee on Monday, 03™ Feb, 2026 to respond (under oath) o audit queries raised
in the Report of the Auditor General on County Executive, Receiver of Revenue and County
Revenue Fund of Kitui County for the Financial Year 2024/2025.

Basis for Qualified Opinion
1.0 Unconfirmed Trade and Other Payvables

The statement of lnancial position and as disclosed in Note 32 1o the financial stalements rellect
trade and other payables opening balance as at | July, 2024 of Kshs. 546,435,251 which differs
with the prior year audited financial statements closing balance of Kshs B35 868,265 resulting to
unexplained variance of Kshs. 289,433,014,

Further, the current year's pavables balance of Kshs 626,406,908 includes pavables amounting
to Kshs. 89,848,440 which have been outstanding for more than two (2) vears with some dating
back to the vear 2013, Management has not put in place measures 1o settle the debis.
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In the circumstances, the accurney and completeness of trade and other pavables balance of
Kshs 626,406,908 could not be confinmed.

Management Response

i. Variance between and closing balance of June 2024 and opening balance of July 2025
as presented in the financial statements.

The current opening balance of Kshs 546,435 251 was arrived at after review of the closing
balance of June 2024 of Kshs 835,868,265 which included claims cleared by the Pending
Bills Review Commitiee of 2022 and Pending Bills Review and Advisory Team, but lacked
some crucial documentation necessary for payment or which included full amount of LPO
while part of the contract had been settled before June 2022, Other bills were incurred by the
level 4 hospitals but were reported 1o the Pending Bills Review Commitiee and were
included together with bills payable by the County Executive. Level 4 hospitals are reporting
entities and therefore, their pending bills will be paid and reported by each hospital,

i.  Long outstanding trade pavable of Kshs 89,848,440
The amount of Kshs 89,848,440 comprise of projects contracted between January 2024 and
December 2024 amounting W Kshs 40458007 and the remaning amount of Kshs
49,390,433 for contracts entered into between august 2016 and December 2023, These are
mainly pending bills cleared by the Pending Bills Review and Advisory Team,

The hills will be prioritised for payment in the current financial vear 20252026 and will be
cleared on the basis of First in First Out (FIFO).

During the year under review, the County Executive settled bills valued at Kshs 546,435,251
comprising of Kshs 90,404,684 recurrent and Kshs 456,030,567 development

Committee Observations

I

The Committee observed that the unexplained variance of Kshs. 289,433,014 between the
audited closing balance of FY 2023/2024 and the opening balanee of FY 2024/2025 is a
fundamental breach of the principle of accurate and transparent financial reporting, as
required by Article 201{d} of the Constitution, which mandates that public money be used
in a prudent and responsible way,

The adjustment, made without a clear audit trail, contravenes Regulation 36(1)(b) and (c¢) of
the Public Finance Management (County Governments) Regulations, 2015, which
requires an Accounting Officer to ensure that public funds are properly safeguarded and



applied for intended purposes. The alteration of prior-vear audited figures undermines the
integrity of the financial statements and the public's trust,

3. The existence of pavables amounting 1o Kshs, 89 848 440 outstanding for over two years,
some since 2015, represents a severe falure in financial management. It constitutes a
contmgent hability that has not been managed prudently. This is a direct violation of the
fiscal responsibility principles in Section 107(2)¢) of the Public Finance Management
Act, 2012, which requires that county debt be maintained at a sustainable level as approved
by the county assembly. and Regulation 25(1)(d) of the PFM (County Governments)
Regulations, 2015, which caps county public debt. Furthermore, it breaches the principle of
timely payment for goods and services rendered, potentially exposing the County 1o legal
action and additional costs in penalties and interest.

Committee Recommendations

The Committee therefore recommends that: -

l. the County Executive Committee Member Tor Finance, as the head of the County
Treasury, and the relevant accounting officers must ensure that the opening
balances in future financial statements are fully reconciled with the prior year's
audited closing balances, providing a clear audit trail for any adjustments. This is in
line with the accounting standards prescribed by the Public Sector Accounting
Standards Board (PSASB) under Section 194 of the Public Finance Management
Acl.

2. that trade payables due for more than 365 davs be considered indicative of poor
financial management and that the County Executive provides actionable payment
plans to the Controller of Budget (CoBl) within ninety (90) days of the adoption of
this report, failure to which the subsequent quarter budget releases will not be
effected;
that the County Executive pays all payables due to stafl within ninety (90) days of
the payvables becoming due, failure to which the subsequent quarter budget releases
will not be eflfected;

Lad
B

4. that the County Exccutive pays all statutory deductions to the relevant agencies
within the statutory deadlines’ failure to which the subseguent guarter budget
releases will not be effected:

5. that the County Executive pavs all pension deductions to the relevant Tunds within
ninety {(90) days of the deductions becoming due, failure to which the subsequent
quarter budget releases will not be effected:
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that the Ethics and Anti-Corruption Commission investigates the pending bills owed
to stall, statutory deductions and pensions to establish whether any Tunds due to
stall were retrieved Trom the County Revenue Fund, and if so, how the funds were
utilised, with a view to recommending the prosecution of persons determined liable
for misdirecting the funds;

that all County Governments pay verified pending bills amounting to less than Ksh.
1 billion by the end of this financial vear and those above Ksh.1 billion by the end of
the financial vear 2026/2027; and

The Committee further recommends that—

.

v,

V.

Vil

pursuanit to the provisions of Regulation 41(1) & (3) of the Public Finance
Management (County Governmenis) Regulations, 2015, County Governments
prepare and submit to the Controller of Budget, a payment plan, prioritizing
pavment of pending bills as a first charge on the County Revenue Fund, failure to
which the subsequent guarter budget releases will not be done;

the Controller of Budget takes into consideration the efforts made by a county
government to clear inherited pending hills when approving exchequer releases;

County Governments shall only pay pending Bills contained in their respective
procurement plans pursuant to Regulation 50 (2) & (3) of the Public Finance
Management (County Governments) Regulations;

Supplementary budgets for county governments are prepared in the 3rd Quarter to
curb instances of arbitrary re-allocations out of the approved budget estimates;

- County governments, in consultation with the Controller of Budget, to provide a

budget for completion of all existing projects and that initiation of new projects to
cease until completion of the existing projects;

County governments shall conduct public participation while formulating
supplementary budgets, failure to which the Controller of Budget (CoB) shall not
approve the supplementary budgets; and

The MTice of Controller of Budget and the Senate will monitor compliance
and apply sanctions if payment plans are not honoured.

Other Matter
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20 Unresolved Prior Year Matters

In the prior years™ audit reports, several issues were rmsed wunder the Report on Financial
Statements, Lawfulness and Effectiveness in Use of Public Resources, and Eitectiveness of
Internal Controls, Risk Management and Governance, Review of the status during audit of the
County Executive in 20242025 revealed that the matters detailed below remained unresolved.

Unresolved Prior Year Matters

Financial ¥ear

Audit lssue/

2023/2024

Storeyed Maternity Ward at Kitui Cou niy Referral Hospital

Issue

Project initiated in vear 2016/2017 & a contract sum of Kshs 242,787 62
and target completion date ol 18 May 2019, Project termmated on |
December 2018 and contractor had received Kshs 51,964, 035, bt hig
court civil case No. 2 of 2019 ordered Kitui County 1o pay the contractor ¢
amount of Kshs. 254,23 8639,

But out of count consent! agreement with the contractor on 18/6/2024 settle
al Kshs. 53,017,763 an amount paid to the contractor on 24/6/2024.

Project verification revealed that it is still stalled.

Response

The construction of a storeved maternity block at Kitwi County Referr
Hospital was awarded on 11th May 2017 at a contract sum of Ks

242 782653, Following the commencement of works, the contrac

received an initial payment of Kshs. 5,000,000 on 7th June 2017, as per tf
first payment certificate for works done and materials on site. A secor
payvment of Kshs. 35281 850 was subsequently made on 30™ August 201
for certified works done and materials on site.

On 18" December 2018, the County Government of Kitui terminated 1l
contract by ivoking Clause 33.3 of the contruct agreement that provide
that “the emplover may terminate the contract for convenience”. At the timr
of termination, a total of Kshs. 40281 850 had been paid to the contractor.

After the termination of the contract, the contructor submitted a pavme
claim as follows;

1. Unpaid certificates for works done at the ume of contract terminati
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amounting to Kshs, 11,682,185,
ii. Underutilized plant and equipment, underutilized skilled labour, ar
demobilization amounting to Kshs 96,029 430

Consequently, on 18" February 2019, the Ministry of Lands, Infrastructur
Housing and Urban Development evaluated item by item and recommende
that the contractor be paid a total of Kshs, 49,715,000 instead of Ksh
96,029, 430,

A third pavment certificate of Kshs. 11682, 185 was raised on 16th Janum
2019, in line with the centified works done.

The contractor filed a court case on 18th July 2019, citing non-payment 1
the evaluated work done amounting o Kshs 11,682,185 and an addition
Kshs 49,715,000 for the certified claim by the client, both totalling to Ksh
61,397,185, Before the court ruling on the matter, the County Governme:
paid Kshs 11,682,185 on 3™ July 2020 of the evaluated work done to th
contractor, leaving the balance of the certified claim of Kshs 4971500
unpaid.

After a protracted legal process. the court issued a judgment on 7
December 2023, awarding the contractor a principal amount of Ksh
165,089 386, plus interest of Kshs B5.846,488 calculated on the princip
amount at the rate of 12% per annum from 1 8th July 2019 1o 7th Decemb
2023, 1otalling to Kshs 230,933 874,

Subsequently, the County Government of Kitui entered mto negotiation
with the decree holder 1o resolve the matter by restricting the payment to 1l
client-approved claim and waiving any accrued interest. On 18th Jupe 202
the two (27 parties mutually agreed 1o settle the matter as outlined below ar
to have the consent recorded m court.

Table 2; Consent to settle court decree

| 8/No | Item Cost (Kshs)
|1 Chutstanding value of works done 44,715,000
2 Court Access Legal Fees 3,302,765
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[ Total 53,017,765

The Kshs, 53,017,765 tabulated in the table above was pmd on 10th Jul
2024.

In order to complete the construction of the multi-vear storeved materni
block, the County Government through the Mimstry of Health ar
Sanitation  has  budgeted Kshs B2.000,000 in the FY 2025/20:
Supplementary Budget . The County Government will also priorit’
allocation of more funds in the subsequent Financial Years. The Cow
Ministry of Public Works has advised the scope of the remaining works wi
cost Kshs 294,936,782,

O bservation

. The Commitiee observed that the prolonged MEHI'J'"l';g of this critical heal
project represents a significant failure in project management and
violation of the principles of value for money and prudent use of publ
FESOUCEs as enshrined in Article 200(d) of 1]
Constitution and Section 68(1)(b) of the Public Finance Managemes
Act.

2. The failure to complete the project since its inception in 2016/201
despite an initial investment of Kshs. 89 million, constitutes wastef
expenditure as defined in Section 2 of the PFM Act. The escalatc
completion cost of Kshs, 294 936,782, up from the original contra
sum, 15 a direct result of poor contract management and a lack
oversight by the accounting officer, contrary 1o their responsibilin
under Section 149 of the PFM Act, 2012 and Regulation 22 of tl
PFM (County Governmenis) Regulations, 2015 This delays 1l
realization of the nght to the highest attainable standard of health fi
Kitui residents, as gu.sranlud by Article 43(1)ia) of the Constitution.

Recommendation

The Committee recommends that the County Executive, through tl
County Executive Committee Member for Health and the releva
accounting officer, prioritize the allocation of funds Tor the completio
of the maternity ward in the Connty Fiscal Strategy Paper and annw:
budgets FY 2026/2027, as required under Regulation 32 of the PF!
(County Governmenis) Regulations, 2015. The County Treasury mu
provide the Committee with a status update on the project’s progres
Cincluding expenditure to date, within 90 days.

20232024

Kabati Slauﬁucrht}uu
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Project for construction of slaughterhouse awarded on 19 June 2008 at aco
of Kshs.4,427.863.80, but Contractor completed the project but declined
hand 1t over as contract sum had not been pad in full.

The County Executive inherited the project when the County was formed ar
the amount owed to the contractor has escalated to a tune of Kshs.b, 197,755,

Comractor, went 1o court and Count made a ruling for the County to pay
principal sum of Kshs.6,197,755.96, which was paid vide payment vouch
number 48413 dated 26 September 2023 awmting further determination of tl
matter. However, despite payment of the amount, the County farmers a
unable to access slaughterhouse.

lssue

The Commissioning at Kabati Slaughterhouse has been delayed by
pending court case Judicial review (JR) No. ED0I6O2] Power Pum
technical limited versus County Secretary and Kitui County Government.

The contractor/ the decree holder (Power Technical Company Lid) is yet )
hand over the slaughterhouse owing to the pending court case. Tl
contractor has been engaged by the Pending Bill Review Advisory Tea
(PBRAT) which was recommended by the Pending Bills Review Committe
to engage the court decree holders and negotinte with them for waiver «
imerests and penalties,

The Parties were last in court on the 11" of March 2025 where the Cou
directed that the parties do a joint reconciliation of the outstanding claim
respect of interest since the County Government has paid the princip
clmim. The parties filed unreconciled statements in court. The matter shall t
mentioned before the Judge on 9™ February 2026 1o seek more time ar
take further directions.

It's important to note that the interest imposed by the court has stoppe
running since the principal amount have been paid.

Response

The Commussioning ol Kabati Slaughterhouse has “been delaved by
pending court case Judicial review (JR) No, E016/021 Power Pum
technical limited versus County Secretary and Kitui County Government,
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| The contractor/ the decree holder (Power Technical [..‘umpan'::-“iiﬂ 15 Vel !
hand over the slaughterhouse owing 1o the pending court case. T
contractor has been engaged by the Pending Bill Review Advisory Tea
(PBRAT) which was recommended by the Pending Bills Review Committe
o engage the courl decree holders and negotiate with them for waiver 4
interests and penaltics.

The Parties were last in court on the 11" of March 2025 where the Cc
directed that the parties do a joimt reconciliation of the outstanding ¢laim
respect of interest since the County Government has paid the princip
claim. The parties filed unreconciled statements in court. The matter shall t
mentioned before the Judge on 9™ February 2026 to seck more time ar
take further directions.

It's important to note that the interest imposed by the court has stoppe
running since the principal amount have been paid.

It's a matter in court, 9" Feb 1s a set date for the court to determing

Observation

The Committee obscrves that the 17-vear delay in operationalizing tl
Kabati Slaughterhouse is o profound failure in contract closure and ass
management, contrary 1o the prninciples of efficient and effective use «
resources in Article 232(1)(b) of the Constitution. The County Executive
falure 10 ensure project completion and handover, leading to a court ¢

and payment of an escalated principal sum, demonstrates a dereliction
duty by the accounting officer under Section 14%2)}d) and (e} of tl
Public Finance Management Act which requires ensuring contracts a
lawful and complied with, and that assets are safeguarded. The continue
denial of this public facility to farmers constitutes a loss of potenti
cconomic benelit and service delivery, vielating the objects of devolutic
under Article 174 of the Constitution.

Recommendation

Committee recommends;-

1. The County Executive, in consultation with the Office of the Coum
Attorney, must pursu¢ an out-ol-court settlement to resolve tl
remaining interest claim, weighing the cost of continued litigatio
against the public benefit of operationalizing the facility. This alig:
with the principle of alternative dispute resolution promote
in Article 159(2){c) of the Constitution.
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2. The County Executive Commitice Member for Finance and 1l
accounting officer for the department must establish a clea
publicly communicated timeline for the physical handover an
commissioning of the slaughterhouse, reporting progress to il
Committee within 90 davs. They must ensure that the asset is put
wse for its intended public purpose as required under Regulation 12
of the PFM (County Governments) Regulations, 2015

2023/2024

Proposed Completion of X-ray Building at Kauwi Hospital

Issue

Project for construction of x-ray building was awarded on 2 February 2024
a contract sum of Kshs.2.208.686 for a contract period of 120 days. b
project was completed as planned but not put t use.

This is despite, the Hospital having an un- installed x- ray machine, one
ten ( 10) procured back in 2017- 2018 at approximately 70 million

Response

In the FY 2017- 2018, the County Government of Kitui procured ar
delivered ten (10) X- ray machines at o total cost of Kshs 70 million fo
Tseikuru, Kyuso, Nuu, Mutitu, Zombe, Katulam, [kanga, Kanvang
Mutomo, and Kauwi Sub-County Hospitals.

The X-ray machines for seven (7) hospitals, i.e., Nuu, Katulani, Kyus
Mutomo, Tkanga, Mutitu, and Zombe, were installed in September 202
since the X-ray blocks were in place.

The X-roy machines for three (3) hospitals, ie, Tselkuru, Kanyangi, ar
Kauwir Sub-County Hospitals, were supplied but not installed due
incomplete X-ray blocks and unavailability of the required three-pha:
clectnicity power connection on site. Additionally, the supplier did
deliver the software and the workstations, which in¢luded a compute
printer, and connectivity accessories,

Ihe County Ministry of Health and Sanitation wrote a letter to the vends
on 3 Julv 2025 10 install the X-rayv machine software for the three (.
remaining hospitals (Kanyangi. Tseikuru, and Kauwi),

Omn 2™ February 2024, the County Government of Kitu awarded a contra
for the construction of the Kauwi X-ray block at a contract sum

210



Kshs 2,208,686, and the construction was completed as scheduled ar
handed over to the County Mimstry of Health and Sanitation,

The delay in the operationalization was occasioned by a lack of three-pha:
electricity power and a delay in the delivery of workstations with software

The County Ministry of Health and Sanitation wrote letters 1o the X-n
supplier (Ref: CGKTIYMOH/PROC/3(045) on 3™ July 2025 and a remind
on 4th September 2025 (Ref; CGKTIMOH/PROC/3/1(071)) and 2
November 2025 (Refi CGKTI/MOHPROC/3/N1(146)) requesting 1l
installation, testing, and commissioning of the X-rav machine as per Tend
No: CGKTI/128/2017-2018,

On 19" January 2026, the contractor delivered the workstations, sofiwar
and accessories. Currently (27/01/2026), the machine is been installed, t
use of the generator,

With regard to three-phase electricity power, the County Ministry of Heal
and Sanitation applied to Kenva Power, and they provided a quotatio
Reference number A2ZB452025120004 amount 1o Kshs 1,397,255 for
upgrading of electricity from single phase (o three-phase. The Coun
Ministry of Health and Sanitation will pav Kenyva Power the quoted amouw
by the end of 30" January 2026,

On the X-ray technology. the X-ray technology is still viable, but there is ¢
upgraded version of the technology.

ODbservation

The Committee acknowledges the recent progress but notes that the failw
to coordinate the procurement of equipment (X-rav machine in 2017/1!
with the necessary civil works (X-ray building in 2024) and wtili
infrastructure {3-phase power) is a clear violation of the principles of sour
planning and value for money as required by Section 68(1)(b) of the Publ
Finance Management Act. The idle time for the machine and the buildin
and the provisional operation using a generator, represent a failure by tl
accounting officer o ensure that resources are used in an eflfective, eflicier
ccomomical, and tronsparent manner, as mandated by Section 14%(1)(b) «
the PFM Act, 2012

Recommendation

1. The Office of the Auditor-General conducts a follow-up verificati-
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visit to confirm that the X-ray machine is fully functional and th:
the three-phase power connection has been permanently installe
and energized by KPLC, This is in line with the Aunditor-General
mandate under Article 2296) of the Constitution to confin
whether public money has been applied lawfully and in an effectin
way.

2. The County Executive must provide written confirmation of tl
completion of the permanent power supply to the Committee withi
60 working days. The accounting officer is to ensure all Tutmn
projects have integrated planning to avoid such operational delay
adhering to the principles of Regulation 31 of the PFM (Couni
Governments) Regulations, 2015,

2023/2024

Oxygen Plant Machine - Kitui County Referral Hospital

Issue

Oxygen Plant machine procured in 2016/2017, by County Government
Kshs. 14,500,000 for use by Kitui Referral Hospital.

However, physical verification of the project carried out on 11 Septemby
2024 revealed that the plant was vet 1o be and it is stored in an unsecure
storage space outside, exposing it to risk of physical deterioration due |
adverse weather conditions.

Management atiributed the delay in installation and commissioning |
disputes between the County and the supplier. Management also noted th
no payments have been made for the plant machine

| Response

The contract for the supply, installation, and commissioning of ¢
oxvgen plant at Kitui Referral Hospital was awarded on 12% May 2017
Kshs 14.5 million, and the contractor was required 1o supply, mstall, ar
commission the plant within & months. However, the vendor delayed tl
delivery, and the plant was not supplied until 17" December 2019 in tf
FY 200192020, 24 months outside the contract period.

As per the specilications, the Oxygen generator was to produce a produ
output of (12 Normal Cubic Meter (NM?) Per Hour, which is equivale
to 0-200 hitres per minute. The contractor supplied an oxygen general
with a capacity of 0-6 Normal Cubic Meter (NM') Per Hour. which
equivalent to 0-100 litres per minute,
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As o result, the County Government did not take possession of tf
supply: consequently, installation and commissioning of the plant we
never done.

In the year 2021, the vendor filed a lawsuit agamnst the Coun
Covernment of Kitui, citing breach of contract, and the case wi
concluded in favour of the contractor.

Given that the supplier had obtained & judgment against the Couw
Government on the 19" February 2025, the County Government made ¢
application to stay execution of the judgment and seek leave 1o defer
the matter. The Court granted the stay of execution and is current!
hearing the application for the grant of leave 10 defend the maner afresh

Un the 3rd of June 2025, the court directed that the applicant (Coum

Government) file its written submissions on the apphication for the grw
of leave within fourteen ( 14) days.

The parties appeared in court on 17" July 2025 where the respondent (gl
supplier) sought seven days (7) more days to file their submissions. Tl
court granted their request and set a mention date of 13" November 202
1o confirm the filing of the submission and set the ruling date.

Following the mention on 13th November 2025, the count schedule
ruling date for 5 February 2026.

Observation

The Committee observes that the procurement of the oxvgen plant in 201
has, nearly a decade later, resulted in zero public benefit and constitutes
gross violation of the principles of prudent and responsible use of publ
money under Article  200(d) of the Constitution. The failure
comprehensive:

1. Breach of Procurement Law: The vendor's fundamental breac
delivering non-compliant equipment (50% of specified capacity) 2
months late should have been met with swift contractual penalti
and termination, as per the principles of the procurement syste
under Article 227(1) of the Constitwtion. The County's failure 1o «
s0 indicates weak contract management by the accounting office
contrary to Section 149 of the PFM Act.
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2. Negligent Asset  Management: Storing  a  sensitive,  high-vah
medical asset (Kshs. 14.5 million) outdoors and unsecured for vea
constitutes a gross dereliction of the duty of care for public propert
This is a direct violation of Regulation 132(1 Wa) of the PFM ( Coum
Governments) Regulations, 2015, which requires accounting office
to have preventative mechanisms in place to eliminate thefl, losse
and wastage. This has resulted in the probable destruction of tl
asset's value, amounting 1o wasteful expenditure as defined in Sectic
2 of the PFM Act.

3. Failure of Oversight: The protracted legal dispute, stemming from tl
County's administrative failures, has resulted in a judgment against |
The lack of mtermal accountability for this sequence of failun
imdicates a systemic weakness in internal controls and govemange
contrary to the reguirements of Section 155 of the PFM A
and Regulation 153 of the PFM (County Governiments) Regulation
2013,

Recommendation

The Commitiee recommends that the Office of the Auditor-General 1
conduct a special performance audit on this contract. The audit mu
trace the entire lifecycle of the procurement, identify the individu:
officers whose actions or omissions led to the failure, and determine th
full extent of the financial loss. This will provide the basis for legal an
disciplinary accountability, as contemplated under Section 202 of tl
PFM  Act which holds public officers personally liable for loss
attributable to their negligence or misconduct.

2023/2024

S ———

Construction of Livestock OfMice Block

[ssue

The County Government awarded a contract for proposed completion worl
for livestock office at a contract sum of Kshs. 2,497,959 onl9 April 2024,

Project was completed and Contract paid Kshs, 2,130,156 as at 30 Jw
2024,

However, audil mspection conducted in September 2024 revealed vano
defects which required to be attended, implying that project had not bec

| implemented to scope.

Muanagement indicated defects had been rectified, but there was
additional inspection report provided 1o confirm the status,
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Response

The Chiel Officer, Roads and Public Works instructed the contractor |
remedy the defects identified by the audit team vide a letter re
COKTURPWT/CO-RPW/PROJECTS/VOL.1 (1%6) dated September 2
2023, The contractor has since repaired the defects identified by the audito
and an inspection carried out on Cetober 28, 2025 certified the works

ODbhservation

The Committee noted that the matter was satisfactorily addressed.

Recommendation

The Committee recommends that the matter be marked us resolved.

2023/2024

s ——— e

Construction of a Snake Pit at Mutomo Reptile Park

Issue

The County Government awarded a Contract 1o construct a snake pit
Mutomo Reptile Park ot a contract sum of Kshe. 3,217,312 on 16 Decemb
2023 and was paid vide payment voucher No, 52443 dated 30 May 202
However, audin inspection conducted in September 2024 revealed varion
defects which required to be rectified.

Response

The contractor who implemented the contract for the snake pit wi
mstructed o rectify the defects identified vide letter dated 18™ Octob
2024, The comtractor agreed to repair all the defects listed through a et
dated 24" October 2024 (letters attached),

All repairs have been undertaken as per attached joint inspection repo
{attached),

The contractor for the pit latrine was notified o ondertake dele
rectilication, The contractor has branded the twilet and erected signage .
the pit latrine. (attached photos).

Observation

The Commuttee noled that the matter was satisfactorily addressed.

Recommendation

The Committee recommends that the matter be marked as resolved,

202372024

Tyaa Sumpwell and Civil Works at Tyaa River

Issue

The County Government awarded a contract for construction of Tyaa Sumj
well and other Civil works at Tyvaa river in Mwingi with scope of works ben
mtake works  {construction  of sump-well), solar pumping assembl
guardhouse and toilet, water transmission line (rising main) and masom
storage water tank at Mwingi Town with a contract sum of Kshs, 13,957431 :
per contract agreement signed on 23 February, 2024,

Upon completion of project, contractor was paid Kshs. 13,607,837 on 21 Jun
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2024,

However, security arrangements for the solar pumpimg station installation
valued at Kshs 4,618,032 was not considered, and were at nsk of vandalizatic

A T

Response

The contract has been awarded and work is ongoing.

Antached:LPO for security fencing of the installation

Observation

The Committee noted that the matier was satisfactorily addressed.

Recommendation

The Committee recommends that the matter be marked as resolved,

2022/2021

Water Projects - Construction of sump well and pump house at Nzee
river and rehabilitation of Mukameni pipeline

Issue

As reported in the previous vear, the project for construction of sump we
and pump house at Neeeu river and rehabilitation of Mukameni pipeline wi
awarded 10 a contractor #t contract sum of Kshs. 11,044,422 vide a contra
agreement signed on | January 2022, As at the nme the project wi
abandoned, it was estimated to be a fifty five percent (53%) completic
level and the contractor had been paid Kshs. 5,081,026, about 46% of
contract sum. Review of the project records revealed that the contractor he
requested for extension of contract period, but approval had not been given

Physical verificanon of the projects on 8 August 2023 revealed that r
further works had been undertaken for both projecis and no correspondenc
were provided on measures being taken 1o fast track the completion of tf
projects.

Response

The project was re-evaluated for work not done and o fresh Bod) develope
The works have been contracted and is ongoing

Observation

Commitiee observed the project was re-evaluated and works are ongoing

Recommendation

Committee recommends OAG to keep view in the subsequent audit

2022/2023

Wiater Projects- construction of elevated steel water tank at Muunani,

Issue

Further, the County Government awarded a contract for construction
elevated steel water tank ot Muuani, and pipeline extension to other are:
{water distribution} 10 a contractor at a contract sum of Kshs.5,640,230. Tl
contract agreement was signed on | January 2022, and as at the time tf
project was abandoned. it was estimated to be at eighty-five percent (853%
level of completion, the contractor had been paid Kshs 4,809,755 or 85%




the contract sum.

Physical verification of the projects on 8 August 2023 revealed that r
further works had been undertaken for both projects and no correspondenc
were provided on measures being taken 1o fast track the completion of tt
projects.

Response

The department of water has undertaken a detailed technical analysis and n
designed the project for optimum functionality including a solar power
pumping system and rehabilitation of the raising pipeline. The project v

queried by the Office of the Auditor General together with others whic
have since been prioritised for completion, and since the area has alternatiy
sources of water, management scheduled 1o complete the project as
complementary source of water in FY2026/27. The upgraded system 1
redesigned will ensure the system deliver water 1o the tank and the Kiosks
desired.

Observation

Committee observed that Bo) was developed and works scheduled
complete by FY 2026/27

Recommendation

Committee recommends the county to ensure the projects complete
planned and auditor general to keep in view 1o ensure compliance

10

2022/2023

Department  of  Health-  projects  funded ot approximate
Kshs.573,553,514 are still incomplete,

Issue

As reporied in the previous year and further review of records and proj

verification exercise conducted for the department of health, projects fund

at approximately Kshs.573,553,514 arc sull incomplete. The contractors ha
also abandoned the sites. The project files show that the projects we
started in 2017 and some of the contracts’ periods had expired. Further,
wis noted that some of the projects have been budgeted for completic
during 2023/2024 financial vear. but no documents were provided
confirm progress made.

Response

5/ | Project start Contract Imple | Remarks
N Date value mentat
. ion
Status
(%)
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Development
20262027,
submitted it 10
County Assembly
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The  project
pwarded in
2016/2017 at a con
sUm ol K
20,508,600,
Constructi
on ) _nnd Coiste The project stalle
cquipping sicticn 2007 ‘ after .
of the | 23.3.201 20,508,600 | works completion ol
mortuary at | 7 structure.
g comple
Mwingi s
level IV In FY 2023/2024,
hospital project was  resy

by doing
renovations
accommodate [
bodies.  Addition
installed a  tank

inti




waler harvesting, r
lor  aulopsy,

concrete ALt
tahles, terrazzo w
al the body hand
areas, and  int
drainage channels.

In FY 2025/20:
budget of K
1.800,000  has |
allocated as per the
of quantities  for

continuation
external W
{retention W
drainage,

carthworks - level
ele.).

10

Constructi
on of
maternity
wird  Nuu
sub-county
Hospital

11.5.201
E

5,095,090

Stalled

The  contract
awarded on 11"
2017 in FY 2016
at o contracl sumn
Kshs. 5,095.090.
contraclor comimil
the construction w
on 3™ October 201°

On 3" January -
the work done
certilled at
complete  and
contracior redue
for part  payment
Kshs 1,925,150,
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The contractor
continued  with
walling and roofing
abandoned  the
when  the  buil
developed cracks |
the foundation leve

Later, the building
qualified as not fo
use.

In FY 2024/2025,
County  Governn
in  partnership

Catholic Mex
Mission B
(CMMEB), constru
and equipped
maternity  block
ensure accessibilit
maternal and
health services.

Construct
o | o° of | 23.3.201 12.933.210 Compl | The prujﬁ:ll 15 Com|
maortuary at | 7 ele and operational.

KCRH
Total 571,553,514

Observation Committee observed that most of the projects remained incomplete JT1
project files show that some projects started in 2017 and some of th
contracts’ periods had expired. Commiitee noted further that some of i
projects have been budgeted for completion during 20232024 financi
vear, but no documents were provided to confirm progress made.

Recommendation | Committee Auditor General to monitor the matter in the subsequer
audit evele.




20222023

Kitui Miﬁnfiiﬁmyﬁ'ﬂﬂm boani Modern Market)

The County Government signed a contract on IFME.;: 2019 for the Propose
Construction of Kithomboani modern market in Kitui town at a contra
sum of Kshs 351,585,554.50. The project commenced on 25 June 2019 for
contract period of one twenty (120) weeks with an expecied completion da
of 6 September 2021, As at the time of audit m August 2023, the Contrach
had been paid Kshs 87,599.412 or 25% of the contract sum while the val
of work certified, as per interim payment certificate number 13 datec
February 2022, was Kshs.216,251.012 or 63.5%. The project had stall
and the contractor had abandoned the site. There was no evidence o
approval of extension ol the contract period.

Response

1.0 Management Response

Kithomboani fresh produce Modern Market in Kitmi Mumapality wi
initiated as a multi-vear project under Kenya Urban support Program (KUS
1) at contracted sum of Kshs, 351,585, 354,50, The project was undertake
from Financial Year 20182019 1o 20192020 and was supposed to |
implemented n three vears; however, it stalled while approximately 700
complete,

Reason for Stalling

The County had anticipated that the KUSP | would disburse the eligib
funds for five vears of program based on compliance with minim
conditions and the performance standards. However, the program disburse
tor three vears thus the current challenge of completing the project.

2.0 Strategies for completion of the market

His Excellence the Governor of Kitui wrote a letter to Principal Secretin
State  Department of Housing and  Urban  Development Ref. N
CORKTVOOGMIN/1/2(2) dated 22" Junuary. 2024 and a reminder Refl. N
COGKTIHOOGMIN//2(4)  dated 17" October.2024  requesting
consideration of completion of Kithomboani fresh produce Modem mark
under the National Government Markets Development Program. ( Append
| and 2 respectively.)

This was responded to by the Principal Secretary wia a letter dated 2'

December 2024 where 1t was indicated that the state deparntment sh

[
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consider the request upon completion of contractual issues relating to
previous contract. (See attached Appendix 3)

This prompted both parties (o initiate a contract termination process for 1l
previous contractor lo pave way for having the state department take ow
the project for completion, Upon several engagements between the iw
parties, this was formally done through a financial claim by the contractor |
the County Government dated 13" August, 2025 (See Attached Appendix «
prompting the management to kickstart the process of preparing the fin
accounts to enable completion of the termination process.

3.0 Contract Termination and Submission of Claims

The contractor submitted financial claims arising from the termination of tt
contract on 13" August 2025, The claims were formally received fi
evaluation in order to establish the final accoums for the project. Th
process has been completed, and the County Government has initiated o
process of engaging the contractor so that the contractual dues can be paj
paving way for closure of the contract.

4.0 Evaluation of Final Accounts

The Project Manager undertook a comprehensive evaluation of
contractor’s financial claims to determine the final amount pavable. T
assessment covered, but was not limited to, the following:

(i) Interest due to delayed payvments

(1) Cost of security incurred after termination

(iii} Additional costs arising from price adjustments
) Liquidated damages

(v) Attendance o nominated sub-contractors

i(vi) Contract prolongation costs
(vii) Costs of repairiation of personnel and demobilization
equipment

(viii) Legal costs arising from the employer’s breach
The evaluation has determined the amount due 1o the contractor
accordance with the contract and applicable conditions of the contract. Tt
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Observation

County Government 15 in the process of engaging the contractor on contra

closing modalities o pave wav for the project 1o be completed throug
another contract.

Further, the County Government has consistently prioritized the project
is engagement with the state depariment on matters markets developme
within the County. On 1% June 2025.the County Government via a lett
Rel, No. COGKTICS/ADM2TNVOL3/3 submitted a list of projects to
prioritized by the state department within the County through the mark
development program.{See attached Appendix 5)This among othe
indicate the County’s commitment in having the project completed so as |
serve the intended users.

50 Current Status

The County Government is engaging the contractor on the final accow
amount as evaluated by the project manager. This amount shall form
basis for sertlement of the contractor’s dues which shall in tum pave way
engagement of a new contractor by the state department for completion «
the project.

6.0 Way Forward
Settlement of the certified final amount due 1o the contracior
Formal closure of the terminated contract

Engagement with the State Department for Housing on modalities [
completion of the project

Procurement of a new contractor by the state department for Housing ar
Lrban Development to complete the project.

Committee observed that this was a donor -funded project and  stalled di

o COVID-TY cashilow County requested National government to takeover

Recommendation

Committee recommends county government fo maintain good workin
relationship with national government to ensure project completion
The Auditor General to monitor the matter in the subseguent aud
cyele.
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2022/2023

Land Infrastructure and Urban Development (LIUD) Headguarters

Issue

| The County Government contracted a firm for the construction of LIU

Headquarters at a contract sum of Kshs 64 880,916 on 2 December 201+
The contract period was twelve (12) months with a completion date of
December 2017, Site inspection report dated 10 May 2023, indicates that tl
project was at seven percent (7%) completion level. The value of wo
cerlilied was Kshs.5.701.156 as per intenm pavment certificate No. | of |
December 2017, The interim certificate amount was paid on 2 June 20:
vide pavment voucher number 47353,

In the circumstances, the residents of Kitwi County have been denic

benefits that would accrue from the completed projects and value for mone
mvested had not been realized.

Response

The project was initiated by County Government in the FY 2015716 with ag
of providing office space for the Ministry, in the shared Public Worl
premises between National Government and County Government of Kitc
However, during early stages of implementation, the project was picke
projects by Ethics and  Anti-corruption  Commission (EACC) 6
mveshigation.

The process of mvestigation took too long and by the time the files wer
returned to Kitwn County Government, the Contractor had abandoned 1l
site, and the project stalled. Later. after the project stalled the site on whe
the project was located was taken over and fenced by the Mechanical ar
Transport Departiment of National Government.

Al the time the Contractor sbandoned the site, works execute
(substructure) under the Contract were valued and certified at Ksh
5701156 (Interim Pavment Certificate No. 1), Due to the fact that 1
Contract stalled and lapse of Contract period, the certified amount wi
recommended for pavment by Pending Bills Commattee which wi
constituted by Kitui County Government.

The substructure of the LIUD Headguarters constructed s in g
conditions and lies on the side of the current offices occupied by 1
Mechanical and Transport Department of National Government, In order
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designs of the complete Contract are to be handed over formally to b
Mechanical and Transport Depariment of National Government for futw
completion and use of the project.

Observation

Commiftee observed that the substructure is in good condition and is 1o L
handed to the national government

13

Hecommendation

Commitiee recommends the Auditor General to monitor the matter |
the subsequent audit cycle,

20222023

Vandalized Completed Projects and Failure to Erect Signages

Issue

Review of documents on implementation of projects and inspection of t
projects revealed that three projects; construction of chain link fence ar
two door pit latrines at Mutha Community playground: construction of cha
link fence, gate and goal posts at Kanzanzu Primary School and constructic
of Chain link fence, gate, football and volleyball goals at Katuum Secondi
(Ngomeni), implemented during the vear & a  total cost
Kshs.5,129,696.74 had been vandalized.

Further, the projects undertaken at Kanzanzu and Mukameni Primm
Schoals, and Katuuni Secondary (Ngomeni) lacked signages for purpose «
identification. Management therefore acted contrary to provisions of Sectic
|51{2} of the Public Procurement Assets and Disposal Act, 20135, whic
requires contract implementation to be monitored 1o ensure that all deliver
or performance obligations are met and the contractor acts in accordar
with the provisions of the contract.

In the ¢ircumstances, the County residents did not achieve value for mond

Response

mvested in the projects,
The a;ﬂmy Em.rm:nl n-:ﬂnﬁwh:dgm- the issues raised the audit concernir
the vandalism of projects and lack of signages to idemtify Coum
Government projects. The vandalised projected had been completed ar
handed over to the projects beneficiaries who are supposed to secure the

and ensure they are not vandalised.

The signages were erected during the implementation of the projects on tf
various sites mentioned in the audit report but were vandalised just like tl
projects after the handover to the community or the beneficiary institutio
The County Government has noted vandalism of projects handed over
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community and will in future be requiring beneficiaries of county projects |
under to provide security for such projects.

Observation

Committee observed that community had  vandalised the project ar
destroved the signage's.

Recommendation

Committee recommends the county governmeni to train communitic
on project management.

14

2022/2023

Non-Collection of Revenue Arrears- property rates

Issue

Review of the County's electronic revenue collection svstem records fi
land rates (LAIFOMS) revealed that Management did not colle
outstanding property rates totalling Kshs. 799878240 owed to the Count
This was an increase of Kshs. 179,134,460 from the owstanding balance «
Kshs 620,743,780 as of 30 June 2022. Management had not demonstrite
measures instituted to recover the long outstanding rates.

In the circumstances, Munagement did not achieve its revenue collectic
targets, and  this may have hampered service delivery 10 the residents ¢
Kitun County.

Response

Strategies to recover land rates arrears

(i) lssuing waiver on interest on the 3™ Quarter 1o FY 2024/25
encourage landowners 1o pay for land rates

(1) Appropnating for the purchase of a Lands Integrated Manageme:
System (LIMS) in the FY 202425 as part of the County s automatic
drive ol the land processes.

(ki) The County Government has also rolled out a busine
Mapping nitiative that will include physical mapping of the plo
within the County in the FY 2024/25.

fiv) Further, the County Goveérnment 1s aggressively pursiir
defaulting plot owners through issuance of demand notices of rat
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due.
(v} Implementation of the approved valuation roll which will help
ensuring more revenues alongside recovery of the arrears 15 realizg
| on a tmely and eliminate duplicates,

Observation Committeee observed that the county did not achieve its revenue collectic
targets due 1o long oulstanding arrears of Kshs 799 878 240
Recommendation | The Committee recommends that the County executives shot
expedite updating of valuation roll in accordance with Section 3 of
Valuation for Rating Act CAP 266 so as to reflect current mark:
values for optimal revenue collection

Committee Observations

The Committee observed that the County Executive had not taken action on all the eleven (14)
issues raised in the report of the Office of the Auditor-General for the Financial Year 2023/2024,
as required under the provisions of the Public Audit Aet, 2015,

Committee Recommendations
The Committee Recommends that: -

1) the County Executive implements the recommendations of the Committee in its report
on the Report of the Auditor-General on Financial Statements for Kitui Executive for
the Financial Year 20232024 as adopted by the Senate and reporis to the committee
within sixty (60) days of the adoption of this report;

2} the account officer complies with section 53 of the Public Audit Aet by taking the
relevant sieps to implemeni the recommendations of the Senate on the report of the
Auditor-General and submits a report 1o the Senate within ninety (90) days of the
adoption of this report;

3} the County Executive engages with the Office of the Auditor-General to address and
resolve any ouistanding matters; amd

4) the Auditor General lists any unresolved audit issues in the report of the subsequent
financial year,
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REFORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

3.0 Failure to Recognize Provision for Contingent Liabilities

The statement of financial performance reflects wse of goods ond services totalling
Kshs. 2,228,608 526 which as disclosed in Note 10 1o the financial statements include other
operating expenses totalling Kshs. 343,543,923, Included in the amount is Kshs 14,369 803 in
respect 1o legal expenses. Review of records revealed that the County Executive had seventy-
cight (78) legal cases which are ongoing. However, Management did not provide any provisions
for contingent liabilities in the financial statements. This 1s contrary to Paragraph 22 of the
International Public Sector Accounting Standards 19 which stipulates that a provision should be
recognized when: (a) an entity has o present obligation (legal or constructive) as a result of a
past event; (b) it 15 probable that an outflow of resources embodying economic benefits or
service potential will be required 1o settle the obligation; and (¢) a reliable estimate can be made
of the amount of the obligation.

In the circumstances, Management was in breach of the accounting standards.
Management Response

The management acknowledges the auditors” observation that contingent liabilities were not
provided in the financial statements. The management had, however, disclosed the outstanding
legal cases and their respective claims in the financial statements under disclosures as required
by part (L) of the note 1o the Financial Statements.

The guideline provided by the Public Sector Accounting Standards Board (PSASB) template
part (L) requires the management not to recogmize 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 1s remote.

Committes Observation

The Committee noted that the failure to recognize a provision for contingent liabilities related to
T8 ongmng legal cases, amounting to Kshs. 14,369,803 in legal expenses, constitutes a matenal
misstatement of the financial statements. This s a direct breach of Paragraph 22 of the
International Public Scctor Accounting Standard (IPSAS) 19, While disclosure in the potes is
necessary, it does not substitute for recognizing a provision where a present obligation from a



past event 15 probable and can be relinbly estimated. This failure impairs the true and fair view
of the county's financial position, as required under Section 164(3) of the PFM Act. 2012,

Committee Recommendations

The Committee recommends that:-

1. the County Attorney and any other department or public entity established within the
County Executive must seek the approval of the County Executive Committee before
engaging any external legal service in accordance with section 16 of the Office of the
County Attorney Act (Cap. 265E); and

2. the County Executive enhances the capacity of the office of the County Attorney to
ensure that the office provides sufficient legal services to the County Executive.

4.0 Delayed Project Operationalization
4.1. Non-Operationalization of Amenity Ward at Mwingi Sub-County Hospital

The County Executive swarded a contract lor procurement and installation of equipment for
amenity ward at Mwingi Sub-County Hospital on 20 January 2023 at a contract sum of
Kshs.2.497 395 for a contract period of one hundred and twenty (120) days. However, physical
verification in June, 2023 revealed that the amenity ward was vet 10 be operationalized and the
procured equipment were Iving idle in the store,

Management Response

The Management acknowledges the Auditor's observation that the Amenity ward had not been
operationalized at the time of the audit in June 2025,
However, the amenity ward was operationalized in August 20235,

Committee Observations

1. The Committee observed that the delayvs in operationalizing projects, particularly those
within the health sector, represent a sysiemic failure in project planning and execution.
This violates the constitutional principle of ensuring access to services {Artiele 6(3) ) and
the public finance principle that public money shall be used in a prudent and responsible
way (Article 201(d) ).
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I'he holding of idle assets worith Kshs. 51 million and equipment worth Kshs. 2.4 million
for the Amenity Ward at Mwingi is a direct contravention of Section 1492 )e) of the
Publi¢ Finance Management Act, which requires an accounting officer to ensure adequate
grrangements are made for the custody, safeguarding. and maintenance of goods. This
constitutes poor value for money and denies citizens timely services, undermining the
objects of devolution under Article [ 74(1) of the Constitution.

Committee Recommendations

The Commiltee recommends that:

2.

The County Executive must establish and operationalize a robust project
management and monitoring system, as provided for in the Public Finance
Management Act, to ensure proper project conceptualization, planning, and
execution. This should include integrated planning for infrastructure, equipment,
staffing, and utilities before project commissioning.

The County Governor, in line with their executive authority under Article 179 of
the Constitution, must prioritize the completion and operationalization of all stalled
and completed projects. A status update on the projects listed, including the
Tseikuru X-ray and Mutitu Theatre, must be provided to the Anditor-General and
the Commiitee within 90 days. The Aunditor-General continues to monitor this in the
subsequent audit cycle.

5.0 Failure to Operationalize Completed Projects

Review of the Project Implementation Status Report (PIS) under the Depantment of Health and
Sanitation and verification of sampled completed projects dunng the financial years 2023/2024
and 2024/2025 revealed that completed projects funded a1 o cost of Kshs 51,019,671 were vel o

be operationalized.

Project Project Cost | Completion Status
{ Kshs.) date
Completion of Tseikuru X- | 3,500,000 05/08:2024 Complete but vet to be

Ray Department Operationalized
Completion of  Mutitu | 4.074.674 28/05/2024 Complete but vet 1o be
Theatre Operationalized
Completion of Kauwi X-Ray | 2,208,686 02/06/2024 Complete but vet 1o be




Block COperationalized
Construction of male ward at | 7,203,740 03/05/2024 Complete but yet to be
Kanziko health centre Operationalized
Completion  of  Maternity | 3,837,890 OR/052024 Complete but vet to be
Unit = Kalisasi  Health Operationalized

Center

Construction  of  Kvamatu | 4,956,140 20/06/2024 Complete but yet to be
Dispensary Crperationalized
Construction  of  Kanguu | 4,959 28] 09/05/2024 Complete but vet to be
Dispensary Orperationalized
Construction  of  Kyamatu | 4,956,140 200062024 Complete but vet to be
Dispensary Operationalized
Moruary  Block at  Kitui | 3,087,490 05/05/2024 Yel 1o be
County Referral Hospital Operationalized
Moruary Block at Kiti | 12,235,630 12/092024 Yel Lo be
County Referral Hospital Operationalized

Taotal 51,019,671

In the circumstances, value for money invested in non-operational projects could not be
confirmed.

a) Completion of Tseikuru X-Ray Department.
Management Response,

The delay in the operationalization was occasioned by the delay in the delivery of the X-may
workstations with software.

The County Ministry ol Health and Sanitation, wrote letiers to the vendor {(X-ray supplier)
(RefCGKTIYMON/PROC(045) on 3™ July 2025 and a reminder on 4th September 20235
(ReECGRTIMOH/PROC3/ {071 ) and 20 November 2025
(ReBCGRTUMOH/PROC3/ 1 146)) requesting the installation, testing, and commissioning of
the X-ray machine as per Tender No: CGE TV 128/2017-2018,

O 217 January 2026, the contractor delivered the workstations, software, and accessonies, Upon
mstallation of the X-ray machine by the vendor under the supervision of the County biomedical
team, the County technical team noticed damage to the X-ray tube, with leaking oil from the
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senl. The X-ray tube is the main component of an X-ray machine, This leakage could have been
caused by the moisture ingress due to the long storage period of ecight (8) vears without
installation. To replace the damaged X-ray tube, it would cost the Ministry an estimated cost of
Kshs, 2,900,000,

The procurement of a mobile digital X-ray machine i1s estimated to cost the Ministry an
estimated cost of Kshs. 8,000,000, This will be economically viable, considering the machine
can offer services at the point of care for the patients. The Ministry has also placed a request to
the National Equipment Services Programme (NESP) for the supply of a mobile digital X-ray
machine, The Ministry will fast-track the supply of the machine from NESP.

b) Completion of Mutitu theatre
Management Response.

The County Ministry of Health and Sanitation acknowledges the observations.
The County Ministry of Health and Sanitation, on 28" May 2025, applicd General Operating
Theatre equipment { Lot 10) through the National Services Equipment Project (NESP).
The Ministry received the following equipment from the National Services Equipment Project
(NESP) through Sunview Medipro International Limited on the 7% and 14™ October 20235:
i, Electro-Hydraulic surgical table

. Orthopedic traction attachments

. LED Surgical lamp double dome

iv.  High power electrosurgical unit

v.  Anesthesia machine

vi.  Infusion pump
vii.  Syringe pump
vili.  Patient monitor

ix. Assorted Accessories
However, the theatre cannot be operationalized due to the lack of the following associated
equipment valued at Kshs 5,016,034, which were not supplied by NESP as expected in the
Gieneral Operating Theatre Lot

i Swurgical instniments
. Suction machines
1. Resuscitaire
v,  Anesthetst’s cart

v. Defibrillmor
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vi.  Mayo trolleys
vii.  Ultrasonic washer
vili.  Autoclave/steam sterilizers

ix. Image Intensifier

x.  Patient stretcher trolleys

Xi.  Patient Monitor - 7 parameler
Additienally, the County has verbally followed up with the vendor in relation 1o the remaining
cquipment as per the letter sent to the Permanent Secretary. The vendor has commitied 1o
supplying the remaining equipment to facilitate the operationahzation of the theatre by mid-
February 2026,

¢} Completion of the Kauwi X-ray block
Management Response

The project for the construction of the X-ray building was awarded on 2nd February 2024, at a
contract sum ol Kshs. 2.208.686. for a contract period of 120 days. and was completed as
planned.

In the FY 2017- 2018, the County Government of Kitui procured and delivered ten (10) X- ray
machines ol a total cost of Kshs 70 million for: Tseikuru, Kyoso, Nuu, Mutitu, Zombe, Katulani,
[kangn, Kanyangi, Mutomo, and Kauwi Sub-County Hospitals.,

The Xeray machines for seven (7) hospitals, e, Nuw, Katulani, Kyvuso, Mutomo, Tkanga,
Mutitu, and Zombe, were installed in September 2020 since the X-ray blocks were in place

The X-ray machines for three (3) hospitals, i.e., Tseikuru, Kanvangi, and Kaowi Sub-County
Hospitals, were supplied but not installed due to incomplete X-ray blocks and unavailability of
the required three-phase electneity power connection on site. Additionally, the supplier did no
deliver the software and the workstations, which included a computer, printer. and connectivity
ACCESSOTIes,

The County Mimstry of Health and Sanitation wrote a letter to the vendor on 3™ July 2025 10
install the X-ray machine software for the three (3) remaining hospitals {Kanvangi, Tseikuru,
and Kauwi).

On 2™ February 2024, the County Government of Kitui awarded a contract for the construction
of the Kauwi X-ray block at a contract sum of Kshs.2 208,686, and the construction was
completed as scheduled and handed over to the County Ministry of Health and Sanitation.
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The delay in the operationalization was occasioned by a lack of three-phase electricity power
and a delay in the delivery of workstations with software.

The County Ministry of Health and Sanitation wrote letters to the X-ray supplier (Ref:
CGEKTUMOH/PROC/3(045) on 3 July 2025 and o reminder on 4th September 2025 (Ref:
CGEKTIYMOH/PROC/3/1{071)) and 20™ November 2025 (Rel: CGKTUMOH/PROC/3/1(146))
requesting the installation, testing, and commissioning of the X-ray machine as per Tender No:
COGRTI128/2017-2018.

On 19" January 2026, the contractor delivered the workstations, software, and accessories.
Currently (27/01/2026), the machine has been installed, by use of the generator and i1 now
Tunctional,

With regard to three-phase electricity power, the County Ministry of Health and Samtation
applied to Kenyva Power, and they provided a quotation, Reference number A28452025120004
amount to Ksh 1,397,255 for the upgrading of electricity from single phase to three-phase. The
County Mimstry of Health and Sanitation will pay Kenya Power the quoted amount by the end
of 30" January 2026,

On the X-rav technology, the X-ray technology 15 still viable, but there 15 an upgraded version ol
the technology,

d) Construction of the Male ward at Kanziko

The male ward at the facility has been equipped.

Addinonally, the County Public Service Board has done an advert to recruit more officers. Unce
recruited, more officers will be deploved 1o the facility in order to fully operationalize the wards.

e) Maternity unit at Kalisasi Health Centre

Management Response

The Management acknowledges the Auditor's observation that Kalisasi Health Centre had not
been operationalized at the ime of the audit. However, the matemnity has been operationalized.

] Construction of Kvamatu dispensary
Management Response
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The Management acknowledges the Auditor's observation that ot the time of the audit, the
facility had not been operationalized. However, the facility was operationalized in September
2025,

g) Construction of Kanguu dispensary.
Management Response

The Management acknowledges the Auditor's observation that Kanguu Dispensary had not been
operationalized at the time of the audit. However, the facility was operationalized in September
2025.

hj Mortuary block at Kitui County Referral Hospital.
Management Response.

The observation is noted. The mortuary building block was completed and handed over on 12th
September 2024, Procurement of equipment was done and operationalized in September 2025,

Committee Observations

1) The Committee noted that the delays in operationalizing projects represent a systemic
fatlure in project planning and execution. This violmes the constintional principle of
ensuring access to services (Article 6(3) and the public finance principle that public
money shall be used in a prudent and responsible way (Article 201(d) ).

2) The holding of idle assets worth Kshs, 51 million and equipment worth Kshs. 2.4 million
for the Amenity Ward st Mwingi is a direct contravention ol Section 149 2)e) of the
Public Finance Management Act, which requires an accounting officer to ensure adeguate
arrangements are made for the custody, safeguarding, and maintenance of goods. This
constitutes poor value for money and denies citizens umely services, undermining the
objects of devolution under Article 17400 of the Constitution.

Committee Recommendations

l. The County Exccutive must establish and operationalize a robust project
management and monitoring system, as provided for in the Public Finance
Management Act, to ensure proper project conceptualization, planning, and
execution. This should include integrated planning for infrastructure, cquipment,
staffing, and utilities before project commissioning.

1. The County Governor, in line with their execative authority under Article 179 of the
Constitution, must prioritize the completion and operationalization of all stalled and
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completed projects. A status update on the projects listed, including the Tseikuru X-
ray and Mutitu Theatre, must be provided to the Anditor-General and the Senate

within 90 days. The Auditor-General continues to monitor this in the subsequent
audit cyele,

6.0 Vandalization of Works at lthookwe Showground

The County Executive awarded a contract on 23 July, 2024 for electneal repairs and renovation
works at lthookwe showground at a contract sum of Kshs.2,991.205, The payment was made
vide payment voucher No.3736330125 on 15 January, 2025, However, physical inspection and
verification of works done revealed that underground cables, power sub-mains, light fintings,
switches, bulbs, circuit breakers and other clectrical works had been vandalized and stolen. The
County Executive failed to take the necessary security measures o safeguard the electrical
waorks, builders works and all other works that had been carried out as the place had been left
unmanned with no security, exposing the premises to vandalism,

In the circumstances, value for money invested in the project could not be confirmed.
Management Response

We acknowledge the audit concemns regarding vandalism of electrical works at Ithookwe show
ground. The matter was promptly reported to law enforcement. The Ministry has enhanced
security of the site by deploving two-night guards and one day puard to ensure vandalism will
nod recur.

The show ground has since been enclosed by the Ithookwe Stadium perimeter fence which was
constructed by the State Department for Sports. This has improved security of the showground
n addition 1o the existing day and night watchmen.

Committee Observation

The Committee observes that the vandalism of electrical works valued st Kshs. 2,991,203, soon
after completion, represents a fatlure by the accounting officer to ensure adequate security and
safeguards for public property. This is a direct violation of Regulation 132(14a) of the Public
Finance Management (County Governments) Regulations, 2015, which requires accounting
officers w0 ensure preventative mechanisms are in place to eliminate thefl and losses, The
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expenditure incurred without ensuring the security of the assel constitutes wasteful expenditure
as defined in Section 2 of the PFM AcL

Committee Recommendations

The Committee recommends that:

I. The County Executive must ensure that for all future projects, a clear plan for the
security and handover of the completed works to the beneficiary institution or
community. This should include training for communities on the care and protection of
public assets.

2. The County Governor undertakes administrative action against the county officer(s)
who failed to provide documents to the auditors at the time of andit in accordance with
section 156 of the Public Finance Management Act (Cap. 412A) and provides a status
report to the Senate and the Office of the Auditor General within ninety (90) davs of
the adoption of this report.

7.0 Unsatisfactory lmplementation of Projects

The County Executive awarded contracts for the proposed construction of Sump Wells and
associated civil works which included piping and water distribution through kiosks. However,
documents provided for audit review and audit inspections conducted revealed that the two (2)
projects were implemented, but not as per the scope’ the contract agreements as detailed below:

7.1 Ngomano - Mwitika Market Sump well Water Supply

The County Executive awarded a contract for construction of a solar pumping umit, a guard
house with a pit latrine, a rising mainline and an elevated steel tank at Ngomano - Mwitika
Market in Zombe/Mwitika at a contract sum of Kshs43.038.259. Physical verification
conducted in May, 2025, revealed that the trenching deviated from the specifications outlined in
the Ball of Quantities (BQ) as sections of the pipelines were observed to be shallowly laid, not
reaching the stipulated depth of 2 feet (60 cm). The madequate depth significantly exposes the
wiler pipes o potential vandalization and breakages. Further the project did not have
Environment Impact Assessment license and the water permit from the Water Resources
Authority (WRA) required to conduct the water works. This 15 contrary 1o Section 38 of the
Environmemal Management and Coordination Act (EMCA) which stipulaies that the proponent
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of any project specilied in the Second Schedule shall undertake -a full environmental impact
assessment study and submit an environmental impact assessment study report 1o the Authority
prior 1o being 1ssued with any license by the Authority: In addition, Section 36 of the Water Act,
2001 6, stipulates that a permit is required for any use of water from a water resource. In addition,
land ownership documents were not provided for audit review,

Management Response

Al the time of the site visit by the audit team, the trenching works were still ongoing. It 1s
common during such works for livesiock and other environmental factors to partially refill the
trenches before pipe laving is completed. However, before actual layving of pipes, the contractor
ensurcd that all backfilled soil is removed 1o meet the specified trench depth, The Ministry
confirmed that trenching is being done in strict comphance with the Bo() specifications,
ncluding the stipulated depth, In sections that were rocky, the Bol) provided for galvanised
pipes which were nstalled and a confirmation undertaken.

The project implementation team visited the projects on June 19, 2025 and confirmed that the
contractor had undertaken pipeline retrenching to the required depth as specified in the Bo() and
prepared a site inspection report as altached.

Committee Observations

1} The Committee noted that the 1ssues regarding trench depth for these water projects were
addressed during implementation and documentation was subsequently provided to the
Auditor-General,

2) Committee observed that project supervision must be confinuous 1o ensure compliance with
Bill of Quantities (BoQ}) specifications from the outset, as required by Section 149 2)e) of
the Public Finance Management Act.

Committee Recommendation

The Committee recommends that the matter be marked as resolved, with a caution to the
County Executive to ensure that all project implementation adheres strictly to contract
specifications and is subject to ongoing supervision and quality assurance by the relevant
technical departments.
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7.2 Muvuko - Kyanyaa - Mwanianga Sumpwell Water Supply

The County Executive awarded a contract for construction of a sump well, solar pumping unit,
guard house with pit latrine, rising mainline, bulk storage tank. distnibution lines. and water
kiosks at a contract sum of Kshs. 17922 488, Physical verification conducted in May, 2025,
revealed that the trenching deviated from the specifications outlined in the Bill of Quantities
(B0} as sections of the pipelines were observed to be shallowly laid, not reaching the stipulated
depth of 2 feet (60 cm). The madequate depth significantly exposes the water pipes 1o potential
vandalization and breakages. In addition, land ownership documents were not provided for audit
review,

In the circumstances, value lor money invested in the projects could not be confirmed.
Management Response

Al the tme of the site inspection, the trenching works were still ongoing. It is common during
such works for livestock and other environmental factors to partially refill the trenches before
pipe laying is completed. However, before actual laying of pipes, the contractor ensured that all
backfilled soil is removed o meet the specified rench depth. The Ministry confirmed that
trenching 15 being done in strict compliance with the Bo() specifications. including the stipulated
depth. In sections that were rocky, the Bo() provided for galvanized pipes which were installed
and a confirmation undertaken.

Committee Observations

1} The Committee observed a critical deviation from project specifications during its physical
inspection. It noted that galvanized pipes were installed at dangerously shallow depths,
failing to meet the required minimum of 2 feet, This non-compliance, if uncorrected, poses o
significant risk of vandalism to the new infrastructure and places the associated public funds
in jeopardy.

2} The Commitiee further noted that the relevant land ownership documents were not produced
for verification at the time of audit. This omission renders the entire project legally
vulnerable and exposes the public invesiment to the nisk of total loss should a land
ownership dispule anse.

Committee Recommendations
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1. The Committee recommends that the Office of the Auditor-General monitor this
matter in the subsequent audit cyele to confirm the trenching were done in strict
compliance with the Bol) specifications.

2. The County Executive must ensure that all future water projects obtain all statutory
permits before the award of a contract and commencement of works, in compliance
with all relevant laws,

5.0 Irregular Procurement of Water Projects

The County Executive awarded three (3) contracts for construction of sump wells and associated
civil works which included piping and water distnbution through Kiosks at Tiva - Kilawani,
Tvaa - Wimbonde - Wikithuki and Tiva — Kalala at a total contract sum of Kshs 50,390,369
However, the projects lacked both the Environmental Impact Assessment (ELA) license from the
Mational Environment Management Authority (NEMA) and the water permit from the Water
Resources Authority (WRA) required to conduct the water works. This was contrary to Section
58 of the Environmental Management and Coordination Act (EMCA) which stipulates that the
proponent of any project specified in the Second Schedule shall undertake a full environmental
impact assessment study and submit an environmental impact assessment study report to the
Authonty prior to being ssued with any license by the Authority. In addition, Section 36 of the
Water Act, 2016, stipulates that a permit 15 required for any use of water from a water resource,

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

The Ministry of Water and Irrigation had already conducted public participation for the EIA and
has since secured the required Environmental Impact Assessment (EIA) reports and has
submitted the same to NEMA for all the above-mentioned projects. Regarding the WRA
permits, formal applications have been submitied to the Water Resources Authority, and the
Mimstry is currently awaiting their issuance of the abstraction permits. The Ministry remains
committed to full compliance with all statutory and regulatory requirements for water resource
development.

Committee Observation
The Commultee observed that commencing witer projects without the requisite Environmental

Impact Assessment (EIA) heense from NEMA and a water permit from the Water Resources
Authority (WRA} 15 a contravention of Section 58 of the Environmental Management and
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Coordination Act (EMCA) and Section 36 of the Water Act, 2016, This constitutes an irregular
procurement process and exposes the county to legal and environmental nisks. While
management has apphied for the permits, the falure to secure them prior to project
commencement is a breach of the law,

Committee Recommendation

The Committee recommends that the Office of the Auditor-General monitor this matter in
the subsequent audit cyele to confirm that the requisite permits for these projects have
been issued. The County Executive must ensure that all fuiure water projecis obtain all
statutory permits before the award of a contract and commencement of works, in
compliance with all relevant laws,

9.0 Irregular Funding of National Government Functions

The Office of the Governor spent Kshs. 76,727,758 on the award of bursaries to students in
secondary schools, universities, tertiary schools and special education Institutions under the pro-
poor program, This was contrary o the requirements of the fourth schedule of the Constitution
of Kenya, 2010 which describes the functions of the National Government to include
universities, tertiary educational Institutions, other Institutions of research and higher learning
and primary, secondary and special education Institutions.

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

The County Government of Kituwi will comply with Fourth(4™) Schedule of the Constitution of
Kenya, 2010, and where project implementation requires a Memorandum of Understanding
(MOLT), engage the National Government 1o sign an agreement.

The County Government of Kiw will also adhere w aricle 187 ol the Constitution of Kenya
2010 where appropriate.

The County Government has since signed an MOL!D with the Ministry of Education on the
issuance of bursaries 1o students in both secondary schools and tertiary colleges
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Committee Observation

The Commiitee observed that the allocation of Kshs, 76,727,758 by the County Executive for
bursaries to secondary schools and unversities is an irregular expenditure and a direct violation
of the Fourth Schedule 1o the Constitution. The Fourth Schedule explicitly lists  secondary
schools and universities as a function of the national government. This action undermings the
constitutional division of functions and resources between the two levels of government, as
established under Article 186 of the Constitution.

Committee Recommendations

The Committee recommends that—

1. The County Executive strictly adheres to Article 187 of the Constitution and Part 111 of
the Intergovernmental Relations Act (Cap. 265F) by entering into an agreement with
the National Government for the transfer of a function designated to the National
Government before undertaking that function,

2. The County Governor submits to the Senate and to the Office of the Auditor-General
copies of all Transfer of Function agreements executed by the County Executive within
21 days of their execution, and in the case of agreements already executed, within 90
days of the adoption of this report.

10,0 Late Remittance of Statutory Deductions

Review of records revealed that there were late remitlances of statutory  deductions totalling
Kshs 168,176,458 which were due 1o Kenva Revenue Authority (KRA), National Social
Security Fund (NSSF) and the Housing Levy, This was contrary 1o Section 194) ol the
Employment Act, 2007 which stipulates that an emplover who deducts an amount from an
employvee’s remuneration shall pay the amount so deducted in accordance with the time period
and other requirements specitied in law.

In the circumstances, Management was in breach ol the law and the County risks incurning cosis
in form of penalties and interest on accrued amountis,
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Management Response

The County Executive of Kitui acknowledges that various statutory deductions were remitted o
the beneficiary institutions outside the stipulated timelines. However, this was caused by delay
in the approval of the budget by Office of the Comtroller of Budget (OCOB) for uploading into
Integrated Financial Management Information System (IFMIS) and delaved cquitable releases
by the National Treasury.

July salaries were delayed by the budget approval for uploading by the OCORB. The requisitions
for July 2024 salaries were prepared and submitted to the Controller of Budget, who approved
them on August 15, 2024, and remittances were done.

The deductions for August and September 2024 were delayed by lack of funds in the County
Revenue Fund (CRF) 1o process salaries and deductions within the required timelines. Equitable
share allocations for July and Augsts were received into CRF on Account Seprember 24, 2024,
and October 17, 2024, respectively. This resulted in the late remittances for statutory deductions
for August and September 2024,

1} Summary of Deductions remitted afler deadline

Amount
Month Remittance Date of Remittance {Kshs)
July-2024 PAYE 15/08/2024 39.734.584.75
Housing Levy 200082024 10,778,046.00
NSSF 21/08/2024 661,620,000
August-20124 PAYE 02/10/2024 38.071.700.40
| B Housing Levy 03/10/2024 10,627 428.50
. NSSF 04/10/2024 9650, 100,00
September-2024 | NSSF 03/11/2024 9,652,980.00
168,176,459.65

Committee Observation

The Commillee observes that the late remittance of statutory deductions totalling Kshs.
168,176,458 15 a breach of Section 19(4) of the Employment Act, 2007, While the Commitiee
notes the explanation of delayed disbursements from the national government, this does not
excuse the failure to comply with the law. Late remittances expose the County to penalties and
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interest, and more importantly, they deprive employees of their stiatutory  benefits and
contributions in & timely manner, The accounting officer has o duty under Regulation 22(2)(a) of
the PFM (County Governments) Regulations, 2015 1o comply with any tax, levy, and pension
commitments.

Commitiee Recommendations

I. The County Governor to undertake administrative action against responsible
officer(s) who failed to remit the statutory deductions in accordance with Section 156
of the Public Finance Management Act and provide a status update to the Office of the
Auditor General within ninety (90) days from the date of adoption of this report.

2. The Office of the County Governor to clear all outstanding statutory arrears and
submit evidence to the Auditor-General within ninety (90) davs from the date of
adoption of this report.

J. The Auditor-General to keep the matter in view in subsequent audit cycle.

1.0 Non-Compliance with One-Third Rule of Basic Salary Rule

Review ol pavroll data both in the Human Resources Integrated Svstem (HRIS) and manual
pavroll revealed that sixty-six (66) emplovees earned o net salary of less than one-third of their
basic salary, This was contrary (o Section 19%(3) of the Employmenm Act, 2007 which requires
that deductions made by an emplover from the wages of lus emplovee at any one time shall not
exceed two thirds of such wages, In addition, Section C.1(3) of the Public Service Commission
(PSC) - Human Resource Policies and Procedures Manual for the Public Service (2016).
stipulates that public officer shall not over-commit their salaries bevond two thirds (273) of their
hasic salaries.

In the circumstances, Management was in breach of the law, and this may expose the stafl 1o
pecuniary embarrassment,

Management Response

The reason for the stall salaries falling below the recommended threshold of one third of the
basic salary has been the introduction of new statutory deduction such as Alffordable Housing
Levy (AHL), National Social Security Fund (NSSF) as well as increase in existing statutory
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deductions such as Social Health Insurance Fund { formerly NHIF), which reduced the net salary
available 1o employees.

The implementation of Human Resources Information System (HRIS) will address the
challenges of stalf committing salanes below one third, However, it is important to note that
introduction of taxes that affect salaries may cause net salaries to go below one third.

The National Government (State Departiment for Public Service) was managing [PPD. will be
managing the HRIS and therefore can help the Counties to configure the svstem to lock out
commitments bevond the set threshold of one third.

The Human Resource Management Department advised employees whose net salaries were
below one third of their basic salaries to negotiate with their financial institutions for review of
repayment period of their check off loans.

Committee Ohservation

The Committee observes that while the number of employvees with net pay below one-third of
their basic salary has been reduced, the existence of this issue represents a failure to comply
with Section 19(3) of the Employment Act, 2007, This situation exposes emplovees 1o pecuniary
embarrassment and 15 not in line with the values and principles of public service, which include
cllicient, elfective, and equitable provision of services { Article 232 of the Constitution). The
merease in statutory deductions. while a national policy, requires coordinated management ai the
county level,

Committee Recommendations

The Committee therefore recommends that :-

1. The County Public Service Board, in coordination with the County Treasury, fully
implement the Human Resources Information System (HRIS) to automatically lock out
any loan commitments that would cause an emplovee's net pay to fall below the legal
threshold, as required by sound internal control systems under Regulation 155 of the
PFM (County Governments) Regulations, 2015,

2. The Committee further recommends that the Public Service Commission, in
coordination with County Public Service Boards, review Section C (3) of the Human

249



[
TABLEDBY| ___——

- |
OMMITTEE —
C'-::'r"'_ Jpamulh e _|._

LERK AT THE TABLE |

Resonrce Policies and Procedures Manuoal and propose mechanisms to ensure
compliance, reporting their findings to the Senate within 90 days.

1200 Non-Compliance with Law on Ethnic Diversity

Review of the County Executive’s master roll and other staff records indicated that out of five
thousand five hundred and forty-nine (5.54%) employees of the County Executive, five thousand
and thirtv-seven (5.037) or approximately 91% of the total number were from the dominant
ethnic community in the County. In addition, review of personal files and recruitment
documents revealed that during the year under review, forty-three (43) emplovees were
recruited out of which thirty-eight (38) or approximately 88% were from the dominamt ethnie
community in the County,

This was contrary to Section 63(1 He¢) of the County Governments Act, 2012 which require that
in selecting candidates for appointment, the County Public Service Board shall ensure that at
least thirty percent (30%) of the vacant posts at entry level are filled by candidates who are not
from the dominant ethnic community in the County. Although Management indicated that
majority of the County employees were from the Mational Government and those inherited from
the defunct Local Authority who were mainly from the dominant ethnic community, no
measures have been put in place to address the 1ssue,

[n the circumstances, Management was in breach of the law,

Management Response
Section 65 (1) (e) of the County Governmenis Act, 2012 provides that:

“In selecting candidates for appointment, the County Public Service Board shall consider the
need to ensure that at least thirty percent (30%) of the vacant posts sl entry level are filled by
candidates who are not fronn the dominant ethnic community in the county.”

The County Public Service Board has put in place, and will continue 1o strengthen. the following
mechanisms to address non-compliance with the law on ethnic diversity in recruitment:
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. Inclusive Advertisement of Vacancies: Vacancies are advertised widely and equitably
through widely circulated newspapers. the county website, radio stations, and social
media platforms 10 ensure broad reach across diverse communities,

I

Targeted Encouragement ol Underrepresented Groups: Job  advertisements clearly
encourage applications from women. persons with disabilities (PWDs), vouth, minoritics.
and marginalized groups, in line with constitutional and statutory provisions.

3. Review of Qualification Requirements: Where applicable, the Board granis waivers or
reviews certain qualification requirements that may indirectly discriminate against
particular groups, without compromising the minimum standards required for effective
service delivery.

4. Capacity Building of Recruitment Panels: The Board continuously undertakes capacity-
building initatives to ensure that all recruitment panels are adequately truined on
constitutional values, inclusiveness, ethnic diversity, and anti-discrimination laws.

5. Adoption of Online Recruitment Systems: The Board has embraced online job
application systems to enhance transparency, merit-based recruitment, and the application
of ebjective and uniform shorthisting erteria to all applicants.

6. Objective and Accountable Shorthsting Process: The Board maintains documented
Justification for both shortlisted and non-shortlisted candidates to enhance accountability,
transparency., and auditability of the recruitment process.

1. Compliance with Statutory Diversity Thresholds: Shortlisting and appointment outcomes

are carefully monitored to ensure compliance with:

i The two-thirds gender rule; and
i, The statwtory requirement for inclusion of persons with disabilities (minimum
%),

8. Complmnts and Appeils Mechanisms: The Board has established internal mechamsms
for receiving, handling. and resolving complamts and appeals relating to discrimimation,
unfair recruitment practices, or non-compliance with diversity requirements.

Committee Observations

17 The Committee observed that there was no ethnic diversity among the County Executive
emplovees( approximately 91% of the total number were from the dominant ethnic
community in the County ).

2} The Committee also notes that section 65(1)(¢) of the County Governments Act mandates
county public service boards, in selecting candidates for appointment, to consider the need
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to ensure that at least thirty percent of the vacant posts at entry level are filled by candidates
who are not from the dominant ethnic community i the county. This provision must be
adhered to by all counties,

Committee Recommendations

The Committee recommends that: -

1. The County Executive adheres to section 65(1)e) of County Governments Act and
ensures that at least thirty percent of the vacant posts at entry level are filled by
candidates who are not from the dominant ethnic community in the county

2. The Standing Committee on National Cohesion, Equal Opportunity and Regional
Integration undertakes a legislative impact assessment to evaluate the practicality of
ethnic diversity laws in counties and explores amendments to section 7 (1) of the
National Cohesion and Integration Act, (Cap. TN) to exempt county enfities from its
application.

13.0 Non-Compliance with the Law on Fiscal Responsibility - Wage Bill

The statements of financial performance and as disclosed i Note 9 to the financial statements
reflect employees costs of Kshs.5,336,786,270 which represents approximately 48% of the total
receipts of Kshs. 11,607.623.868 This was contrary 1o the provisions of Regulation 25(1) (a) and
ib) of the Public Finance Management (County Governments) Regulations, 2015 which require
the County Executive Committee Member with the approval of the County Assembly to set a
hmit on the County Government's expenditure on wages and benehits for its public officers
which, shall not exceed thartv-five (35) percent of the County Executive’s total revenue.
Although Management formed a tasklorce which presented their findings and recommendations
in February, 2023, as at time of the audit in October, 2025 the recommendations had not been
implemented.

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

Management Response

The county executive’s wage bill has grown over time to surpass the recommended 35% due 10
a number of reasons. Some of the factors are way bevond the control of the county governments
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as they result from national policies or collective bargainng agreements signed by unions. These
nclude:-

1} The County inherited a huge number of stall { 1 19) from the defunct local authorities aking up
Kshs. 104,359.170 in personnel emoluments annually, The inherited staff had Collective
Bargaining Agreements (CBA) with former local authorities and implementation of the same
has been costly 1o County Government of Kitui, While this workforce accoumts for a fairly big
chunk of the wage burden, most of them do not possess techmical skills and mumstries are still
compelled o recruit technical staff such as agrnicultural extension oflicers, engmeers and
medical personnel.

it} In July 2023, the County Government of Kitui converted 1,686 ECDE teachers from casual to
Permanent & Pensionable (P&P) terms. This resulted in g gross annual wage increase of Kshs,
304,602,781 from Kshs. 299,118,480 1o Kshs. 603,721,261 (202%).

iijTo deliver the County Government of Kitui Mandate as provided for in Article 186 of the
Constitution of Kenya 2010 Schedule 4 which specifies respective functions and powers of
nahional and county governments, we have planned for establishment of crucial depariments
which has staffing needs. For instance, the depariments of Transport & Boeda-boda, irmigation
and Performance Contracting will lead to growth in PE. The recruitments will ensure delivery of
County s mandate as enshrined in the Constitution.

w ) The IP.E has been impacted by the increased rates ol statutory employer contributions over the
last two years, The total emplover contributions represent 9.1% of the total PLE budget.

The County Executive of Kilui has implemented measures that are aimed at addressing
noncempliance with the fiscal responsibility - wage bill. These measures include;

1. Emplovment of new stall — the County Executive has slowed down on recruitment of new
emplovs as well a5 non-renewal of employee contracts for those employed on contract terms
1o manage the wage growth. This being one of the recommendations by a human resources

audit commitee, Kitni County Human Resources Audit and Rationalisation Committee,
2022,

2. The County Executive has also put in place measures 10 increase own source revenue to
cushion the overall budeget from inerease in wape bill. These measures include revenue
automation, data collection and analvsis for revenue planning, expansion ol revenue streams
1o broaden the revenue base.



==

3. The County has reduced its casual wage bill through rationalisation of casual emplovees
engaged by various depaniments

Committee Observation

The Committee observed that the wage hill of Kshs. 554 billion, constituting 48% of total
revenue, is o direct contravention of Regulation 23(1){a) and (b) of the Public Finance
Management (County Governments) Regulations, 2015, which caps wage expenditure at 35% of
total revenue. While acknowledging the factors cited by management, the falure to implement
the recommendations of the taskforce formed in February 2023 for over two and a half years
demonsiraies a lack of wrgency in addressing this persistent and serious breach of fiscal
responsibility. This unsustainable wage bill crowds out development expenditure, violating the
requirement that o least 30% of the budget be allocated 1o development, as per Section
107(2)b) of the PFM Act, 2012.

Commitice Recommendations

The Committee recommends that:-

1. The Management should provide to the Auditor General and the Senate the measures it
will put in place to contain the high wage bill within ninety (90} days of the adoption of
this repori;

2. The Management should strictly adhere to the provision of paragraph 25(1)}b}) of the
PFM (County Government) Regulations, 2015 which stipulate that the county wage bill
should not exceed 35 per cent of the county total revenuoe; and

3. The County executive puts in place measures to enhance ils own source revenue
collection in order to address the wage hill gap.

4. That pursuant to the High Court orders issued in Mafindi v Salaries and Remuneration
Commission & another [2026] KEHC 755 (KLR), the Salaries and Remuneration
Commission submits to the Committee a copy of the court ordered affidavit detailing
the following—

(i) time-bound strategies it has developed and is implementing to achieve a 35%
public wage bill 1o revenue ratio;

{ii) collaborative measures being jointly implemented in conjunction with the
County Governments; and

(iii} advisories and/or directives issoed to curb abuse in payment of allowances to
State and public officers, percentages of reduction of wage to revenue ratio and



savings being made per every year arising from the strategies and interventions
it has put in place and implemented.
5. The Auditor General should continue monitoring the issue in subsequent financial
Yeiars,

14.0  lrregular Pavment to Council of Governors

As previously reported, the statement of financial performance reflects use of goods and services
of Kshs.2. 228600526 which, as disclosed in Note 10 to the financial statemems include
Kshs. 343,541,923 n respect 1o other operating expenses. Included in the amount s
Kshs 2,000,000 which was paid to Council of Governors contrury o Section 37 of the Inter-
Governmental Relations Act, 2012, which states that the operational costs of the Council shall
be funded from the allocation of the National Government.

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

Management Response

Kitui County Executive made the pavment in line with a resolution of the Council of Governors
(Coli) in their meeting held on 28" January 2025, During the meeting, the Council resolved that
registration fee for County Government delegate for the 2025 Devolution Conference 2025 o
be held in Homa Bay County from 12 — 15" August 2025 to remain as Kshs. 2,000,000,

In a letter dated January 29, 2025, the Chiel Executive of Col wrote to all the Governors to
commumnicate the resolution of the Council.

Committee Observation

The Committee observes that the pavment of Kshs, 2,000,000 to the Council of Governors
(Cols) from the County Revenue Fund is wregular and unlawful. It contravenes Section 37 of the
Intergovernmental Relations Act, 2012, which explicitly states that the operational costs of the
Council shall be tunded by the national government. A resolution by the Council itself cannot
override an Act ol Parliament. This constitutes an unauthorized payvment and a potential breach
of public trust

Committee Recommendations
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. The Committee recommends that such irregular pavments to the Council of Governors
cease immediately.

2. The Ethics and Anti-Corruption Commission (EACC) should be requested to
investigate this matter and advise on the recovery of all public funds irregularly
transferred to the Col: by the Governor, in their capacity as the County's Chiel
Executive Officer. This is in line with the principles of financial probity for State
officers under Chapter Six of the Constitution.

15.0  Failure to Submit Financial Statements for Kitui and Mwingi Municipalities

As previously reported, the County Executive of Kitui established Kitui and Mwingi
Municipalities through Charters dated and approved on 29 June, 2018 and 9 June, 2020
respectively. However, the Municipalities failed 1o submit financial statements for 2019/2020,
202002021, 2021/2022, 2022/2023, 2023/2024 and 2024/2025 financial years for audit contrary
to provisions of Sections 46(1) and (2) of the Urban Areas and Citics (Amendment) Act, 2019,
which require the Board or Town Committee to cause to be kept all proper books and records of
accounts of its income, expenditure, assets and linbilities and to submit the financial statements
to the County Executive Committee Member for transmission to the Auditor-Cieneral.

In addition. Kimi and Mwingi Municipalities had total approved budget of Kshs.259,152,321
with expenditure totalling Kshs. 218,755,330 which was reported under the County Government.

Further, the Municipalitics did not prepare and submit their guarterly linancial reports to the
County Treasury with a copy 1o the Office of the Auditor-General contrary to Regulation 64(1 )
and (3) of the Public Finance Management (County Governments) Regulations, 2015 which
stipulates that the Accounting OfTicer or Recewver of Revenue or Collector of Revenue shall
prepare a quarterly report not later than the 15th day afier the end of the gquarter and (3) the
quarterly report shall be submitted 1o the County Treasury, with a copy to the Auditor-General
and to County Assembly.

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

Management Response



Management takes note of the audit observation regarding non-submission of separate financial
statements for Kitwi and Mwingi Municipalities for the period under review,

For the municipalities to be able 1o prepare separate financial statements, several governance
structures needed 1o be put in place, These are as elaborated below:;

1) Award of Municipal Charter
Kitui Municipality was awarded its charter on 13" June, 2018 while Mwingi Municipality was
awarded its charter on 9™ June, 2020.

2} Constitution of Municipal Boards
The Municipal Board for Kinn Municipality was constituted on 6" September, 2018 while the
Mumicipal Beard for Mwingi Municipality was constituted on 3" June, 2024,

3) Delegation of Functions by the county executive
HE the Govemor of Kitui transferred Fourteen (14) functions to Kimi and Mwingi
Municipalities vide a gazette notice dated 4™ October 2024,

4) Induction of boards
The induction of the two Municipal boards for Kiti and Mwingi was conducted on 3%
September, 2024,

5) Staffing of key Personnel
In order o make the operations of the two municipalities efficient, recruitment and posting of
key staff 1o the two Municipalities has been progressive overtime

6) Capacity building of stall and boards
In order W make sure that the two municipalities have skilled stalT who will be able to carry out
the municipal duties with minimal interventions of the County executive, the capacity building
of the staft and the municipal boards 15 continuously being carried out.

NOTE:

Although Kitwi Municipality had a board whose term expired in September 2023, the board
faced management and leadership challenges and did not hold regular meetings hence delayved
implementation of some the above management structures,
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The Mwingi Municipal Board inducted on 13", September 2024 is the first one since the
municipality was chartered on 9%, June 2020, This was occasioned by;

s |n early 2022 a new board for Mwingi Municipality was recruited and the names of the
recruited board members were  forwarded 10 the County  Assembly of Kitui
Unfortunately, the County assembly term ended before committing the names 1o the
House Business.

# Fresh recruitment of the Board members for Mwingi Municipality was conducted in mid-
2023 where the names of the successful members were forwarded to the county assembly
of Kitui. The County assembly delaved in vetting the nominees.

Due to the above gaps, the municipalities” approved budgets and expenditures were captured
and reported under the county executive financial statements, and no expenditure was incurred
outside the approved county financial management framework.

Corrective Measures and Current Status:

Management 15 pleased to report that corrective measures have since been undertaken to ensure
that going ahead, the two mumcipalities shall prepare and submit separate financial statements
and reports for andit purposes. These measures melude:

1. The County Executive Committee Member (CECM) for Finance has formally authorized
Katui and Mwingi Municipalities to operate independent recurrent and development bank
accounts,

2. The respective Municipal Boards approved the bank account signatories, namely the
Municipal Manager, Deputy Municipal Manager (Finance), and the Municipal
Accountant,

3. The municipalities are now receiving dishursements into their respective recurrent and
development accounts and are independently meeting their operational and development
expenditures.

4. The municipalities have commenced preparation of independent financial statements, and

the process of quarterly and annual financial reporting is ongoing.

From the Financial Year 202572026 onwards, Kitui and Mwingi Municipalities shall:

L]

a) Prepare and submit their separate annual financal statements  and
reports;and

by} Be audited separately in accordance with the Public Finance Management
Act, 2012 and other applicable procurement laws.
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Supporting Documentation:
The following documents are attached in support of this response:

» Gazelle notices for appointment of current municipal boards-Annexure 1&2;

«  Gazette notice showing delegation of functions 1o the municipalities by the county
executive-Annexure 3;

« Letter from the CECM Finance authorizing opening of municipal recurrent and
development accounts -Annexure 4;

e  Municipal boards’ minutes approving opening of bank accounts and the signatories -
Annexure 5 & 6;

« Sample correspondence requesting transter of funds 10 municipal accounts-Annexure 7;
and

« Bank statement showing disbursement of funds by the County Treasury to the
Municipalities’ accounts —Annexure 8 & 9,

Ihe Management is confident that the measures undertaken have fully addressed the audit
conceri and will ensure sustained compliance going forward.

Committee Observation

The Commuttee observed that for the period from FY 200192020 1o FY 202472025, the failure of
the Municipalities to prepare and submit separate financial statements is o breach of Sections
46(1) and (2) of the Urban Areas and Cities { Amendment) Act, 2019, and Regulation 64 of the
Public Finance Management (County Governments) Regulations, 2015, The lack of constituted
boards and delegated functions does not relieve the county government of its responsibility to
ensure compliance with the low. The Committee notes the corrective actions taken post-audit
and expects full comphiance moving forward.

Committee Recommendation

The Committee recommends the County Treasury and the Municipal Boards to ensure
that Kitui and Mwingi Municipalities comply with Regulation 21 of the Public Finance
Management (County Governments) Regulations, 2015, by preparing and submitting their
independent financial statements and guarterly reports for the Financial Year 20252026
and subsequent yvears within the statutory deadlines.

16.0  Failure to Dispose Unserviceable Assets
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The statement of financial position reflects property, plamt and equipment balance of
Kshs.3.413,9537,120, However, field verification revealed thirtv-six (36} unserviceable vehicles
that had not been disposed of and remain unutilized. This was contrary to Section 164( 1) of the
Public Procurement and Asset Disposal Act, 2015 which stipulates that the employee in-charge
of unserviceable, obsolescent, obsolete or surplus assets shall bring the matter to the anention of
the Disposal Commiitee through the Head of the Procurement Function.

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

Management Response

The County Executive acknowledged the auditor’s observation that the county did not dispose

of thirty-six (36) unserviceable vehicles, However, it is important to note that all the thirty-six

vehicles were not unserviceable as indicated in the report submitted to the auditors. Some

vehicles were grounded but serviceable (No. 19). These vehicles had minor mechanical or

maintenance issues which were 10 be addressed, Therefore, these vehicles were not obsolete
or unserviceable and had therefore not been recommended tor disposal.

The unserviceahle number of vehicles as per the report presented to the auditors was seventeen
(17). which included fifteen (13} vehicles inherited from the National Government. The
ownership documents of these vehicles remain with the respective Natonal Government
departments/agencies.

In order to enable the County Government o dispose of the vehicles mherited from National
Government, the Ag. County Secretary in July 2025 wrote to Director. Registration and
Licensing at the National Transport and Safety Authority regarding the issuance of loghooks

Committee Observation

The Committee observes that the failure to dispose of unserviceable, obsolete, or surplus assets,
as identified, is a breach of Section 164(1) of the Public Procurement and Asset Disposal Act,
2015, This contravenes the accounting ofhcer's responsibility under Regulation 153(2)(b) of the
PFM {County Governments) Regulations, 2015, 1o manage assets in a way that ensures value for
money in acquiring. using, and disposing of those assets. Holding onto grounded but serviceable
vehicles without repair is also an inefficient use of public respurces. The lack of a clear plan for
disposal hinders the optimization of the county's asset portfolio,
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Committee Recommendations

The Accounting officer should establish a disposal committee to undertake its function
as per section 163 of the PPAD Act

The Committee recommends that the County Executive, through the relevani
accounting officers, must immediately take steps to comply with Section 164(1) of the
Public Procurement and Asset Disposal Act, 2015,

The Accounting officer should provide a status update on the disposal and repair of

the identified vehicles must be provided to the Senate and the Office of the Auditor-
General within 90 days.
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17.0 Failure to Retain Facilities Improvement Funds (FIF) at the Hospitals

Review of revenue records obtained from Level 4 and Level 5 health facilities in Kitui County
revealed that fourteen { 14) health facilities collected a total Kshs, 722,049,214 towards the health
facihties improvement. Out of this amount, a total of Kshs.416.842.808 was transferred to
County Revenue Fund. However, the County Treasury reimbursed a total of Kshs 425,603,998
o the health facilities resulting in a surplus of Kshs. 8,761,190, This was contrary to Section 5(1)
of the Facilities Improvement Financing Act, 2023 which requires that all monies raised or
received by or on behalt of all Public Health Facilities be retained in the Hospital Facilities
Improvement Financing aceount,

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

Management Response

The County Executive of Kitui acknowledges the auditor’s observation at the time of audit that
level 4 hospitals did not retain funds collected, but transferred them to the County Revenue Fund
Account (CRF).

Since devolution in 2013, the County Government of Kitui has been supporting the level 4
hospitals through direct transfers from budgets allocated by the county ministry of health and
sanitation.

In the FY 2024/2025, the County Ministry of Finance, Economic Planning and Revenue
Management transferred a total of Kshs 425,603,998 1o the 14 hospitals, which depended on the
allocated budget and facility needs. The transfers made by the County Treasury was therefore
mdependent of the revenue of Kshs 416 842 808 collected by level 4 hospitals and swiped to the
County Revenue Fund.

During the audit period, the County Mimstry of Health and Sanitation had not implemented the
FIF Act, 2023, Therefore, the hospitals” revenue generated could not be retained and spent at the
source. However, the County Mimstry of Health and Sanitation implemented the National
Facilities Improvement Financing (FIF) Act 2023 on 15™ May 2025, and issued instructions 1o
the banks to stop the weekly swipmg of funds from hospitals’ revenue accounts 1o the County
Revenue Fund. The process of implementing the FIF Act 2023 started in March 2024 with
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capacity building of healthcare workers in the 311 healthcare facilities, the County Executive
Committee, Chief Officers. Advisors, and other stakeholders.

Additionally, on 7" November 2024, the County Government of Kitui, through the County
Ministry of Health and Sanitation, forwarded 10 the Kitui County Assembly for enactment of the
Kiti County Health Facilities lmprovement Financing Bill, 2024,

i) Letter forwarding the Kitui County Health Facilities Improvement Financing Bill, 2024,
) Letters to various banks where hospitals operate, instructing them to stop weekly funds
transfer to CRF.

Committee Observation

The Committee observed that the transfer of Kshs. 416,842 808 from health facilities o the
County Revenue Fund (CRF), instead of retaining them in a Hospital Facilities Improvement
Financing account, was a contravention of Section 5{1) of the Facilities Improvement
Financing Act, 2023, This practice undermined the purpose of the FIF, which is to allow health
facilities to retan and manage their own funds for timely improvements and service delivery.
The Committee notes the directive issued in May 2025 to stop this practice and expects full
compliance going forward.

Committee Recommendation

The Committee recommends that the County Executive and the County Treasury must fully
comply with the provisions of Section 5(1)2) of the Facilities Improvement Financing Act,
{Cap. 277). All health facilities must retain revenue at source in their designated FIF accounts,
and any disbursements from the County Treasury must be in addition to these funds, based on
approved budgets. The Auditor-General is requested to confirm compliance in the next audit.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

As required by Section T(1}a) of the Public Audit Act, 2015, based on the audit procedures
performed, except for the effect of 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 1o my attention (o cause me to believe that internal controls,
risk management and governance were not elfective.

Basis for Conclusion

158.0 Lack of a fixed Assets Register

The statement of financial position reflects property, plant and equipment balance of
Kshs.3.413,957,120. However, review of records revealed that Management did not maintain a
fixed assets register in the prescribed format. This was contrary to Regulation 136(1) of the
Public Finance Management (County Governments) Regulations, 2015 which states that the
Accounting Officer shall be responsible for maintaining a register of assets under his or her
control or possession as prescribed by the relevamt laws. The register i place lacked
identification of serial numbers, acquisition date, description of asset, location, class and cost of
acquisition.

In the circumstances, the effectiveness of internal controls on management of fixed assets could
net be confirmed.

Management Response

The County Executive is preparing its assets register o confirm with the requirements of the
transition from cash 1o accrual accounting policies as preseribed by the Public Sector
Accounting Standards Board (PSASB). The assets register has been prepared in the Tormat
prescribed by the PSASB by each Accounting Officer and consolidated to form the county
AssELs regisier.

The financial statements currently being prepared by the County Executive are transitional

financial statements (i.e. 2024-25, 2025-26 and 2026-27) and assets are being classified, valued
and depreciated as required under the accrual accounting policies. The assets registers
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maintained by the county executive under the cash basis of accounting were not depreciated or
amortised on annual basis as is the case with accrual accounting, The National Treasury has
provided guidelines on the assets policy, which provides the information required for each asset
calepory.

The County Executive following these puidelines has prepared a drafi assets and liability
management policy which is basis for generating the asset registers.

Committee Observations

1} The Committee observed that the County Executive did not maintain a Fixed Assets
Register in the prescribed format during the vear under review, specifically noting the
absence of key details such as serial numbers, acquisition dates, and cost of acquisition. This
contravened Regulation 136(1) of the Public Finance Management (County Governments)
Regulations, 2015 and weakened the internal controls over the management of public assets
vilued at Kshs. 3.4 billion,

2) The Commuttee noted the Management's response that the County 15 in & transition period
from cash to accrual accounting and is in the process of preparing compliant assets register
based on guidelines from the National Treasury and the Public Sector Accounting Standards
HBoard (PSASB).

Committee Recommendations

The Committee recommends that;

I. County should expedite the process of updating and presenting their Fixed Assets
Register in the format prescribed by the Public Sector Accounting Standards Board
before the transition 1o accrual basis of accounting and provide a status update to the
OAG within 90 days of adoption of this report;

1. County should adopt and implement the report of the Inter-Governmental Relations
Technical Committee (IGRTC) on assets and liabilities from defunct Local Authorities
and submit a status wpdate to the (ffice of the Auditor General within 90 days of
adoption of this Report; and

3. Office of the Auditor General should progressively review and report on the matter in
the subsequent Financial Years.
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19.0  Use of Manual Payroll

The statement of financial performance reflects emplovees” costs of Kshs.5.536,786,270.
Included in the amount is Kshs. 4,599 266 which was reported through a manual payroll system.
Review of records revealed that Management operated three payroll systems namely, a Manual
(Excel Format) Payroll System, the Integrated Payroll and Personnel Database (IPPLY) System
and the Human Resource Integrated Svstem (HRIS-Ke). The use of the manual sysiem requires
manual calculations of deductions 1o arrive at a net monthly pav, and constant updates of the
data, which makes it prone to human error and misuse leading to weak internal controls on
management of personnel emoluments.

In the circumstances, intemal controls on management of personnel emoluments could not be
confirmed.
Management Response

The financial vear was a transition period from the Integrated Payroll and Personnel Database
(IPPD)) 1o the Human Resource Intcgrated System (HRIS-Ke), a new human resource
management system that replaced IPPD. The new system was rolled out in December 2024, and
the IPPD was terminated.

The manual pavroll is used when there are new employees whose personal numbers are vet 1o be
received from the State Department of Personnel Management.

Committee Observations

1} Committee observed that the County has migrated from the Integrated Pavroll and Personnel
Database (IPPD) to the Human Resource Integrated Svstem (HRIS-Ke), o new human
resource management system that replaced 1PPD, however the county stfl uses Manual
pavroll when there are new emplovees whose personal numbers are vet to be received from
the State Department of Personnel Management.

Committee Recommendations
The Committee therefore recommends that: -

1. The Senate notes that the process of issuance of Personal File numbers is inefficient in
counties and therefore directs the National Government (State Department of Public

This



Service) in conjunction in the Council of Governors (Col) 1o prescribe and design an
efficient human resource management system to be nsed by counties;

2. The County Governor should ensure that casual workers are engaged in line with the
relevant laws and the approved stafl establishment and provide a status update to the
Auditor General within 60 days of adoption of this report;

Y. Pursuant to Article 2135 of the Constitution of Kenya, the Committee directs that the
Cabinet Secretary (CS5), Ministry of Public Service, Youth and Gender Affairs to
develop regulations to provide guidance and clarity to county governments on
engagement of casual employees, contracted workers, acting positions and o platform
for management of county human resonrces; and

4. the Office of the Auditor General to monitor the matter in the subsequent audit cyele.

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF KITUI COUNTY REVENUE FUND FOR THE FINANCIAL YEAR
2024/2025

Basis for Qualified Opinion

L.OTransfers from Other Government Agencies Received after Cut-OfT Date

The statement of linancial performance and as disclosed in Note 7 1o the financial statements
reflect transfers from other Government agencies amounting to Kshs. 315,183,509, However.
revicw of the schedules provided revealed that receipts totalling Kshs 162,762 239 were
received in the month of July, 20235, after the cut-off date for the financial year as detailed
below:

Receipts 2024-2025 Donor Funded

Date Reference Amount ( Kshs. ) Project Name
17 July, 2025 | FT25198B1FZR 20,187,326 CLIMATE CHANGE
04 July, 2025 FI251850PY 17 132.300.300 KUSP
10 July, 2025 FT25191216YR 13,601,250 DANIDA
04 July, 2023 FI25185HQ61D 96,664,363 NAVCD
162,762,239

In the circumstances, the accuracy and completeness of transfers from Other Government
Agencies totalling Kshs. 315,183,504 could not be confirmed.
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Management Response

The management acknowledges that transfers from other government agencies totalling Kshs
162,762,239 were received after the closure of 2024-25 financial vear. However, these receipts
were included in the County Allocation Revenue Act 20235 and the budget for Kitn County
Executive for the period 2024-25,

Committee Observation

The committee observes that the County Treasury's recognised receipts from other government
agencies totaling Kshs. 162,762,239 in the financial year ended 30 June 2023, despite the funds
being recerved in July 2025, This misstatement undermines the accuracy and reliability of the
financial statements and fails to comply with the Constitution’s requirement for clear fiscal
reporting

Committee Recommendations

Committee recommends that; -

Pursuant to Section 45 of the Public Finance Management Act, and Regulation 97 of the PFM
(County Governments) Regulations, 2015, the Committee recommends that:

1. The Accounting (Hiicer must ensure that all revenue is recognized strictly in the
correct financial vear in accordance with the accrual basis of accounting as
prescribed by the Public Sector Accounting Standards Board (PSASB).

2. The County Treasury should immediately strengthen internal controls over revenue
recognition by implementing mandatory periodic cut-off reviews and conducting
monthly reconciliations of the revenue ledger to actual cash receipts and bank
statements to prevent the recurrence of such misstatements.

1, The Kshs.162,762.239 received in July 2025 should be properly accounted for as
receipts of the Financial Year 2025/2026 and included in the budget for that vear.
The Accounting Officer must adjust the financial records accordingly.

2.0 Non-Disclosure of Receivables

The Receiver of Revenue linancial statements under statement of revenue and disbursements
reflects amount due to County Revenue Fund of Kshs.219.205.616. However, the County
Revenue Fund reflects a Nil amount for receivables from the Receiver of Revenue resulting in
unexplained variance of Kshs 219205616,

In the circumstances, the accuracy of the Nil receivables balance could not be confirmed.
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Management Response

The Management acknowledges the sudit observation and gwidance on the unrecognized
receivables of Kshs. 219205616 in the County Revenue Fund Financial Statements for
receivables from the Receiver of Revenue. The Management takes the omission as a learning
point resulting from the ongoing transition to accrual Accounting. Forthwith, the management
will adjust for the omitted receivables of Kshs, 219,205,616 as an adjusting event and recognize
it in the financial vear 20252026 CRF Financial Statements. This is o conform with
International Accounting Standards (1AS 10) which prescribes when financial statements should
be adjusted for events after the end of the reporting period.

Committee Observation

The Committee observed that the County Revenue Fund's financial statements reported a nil
balance for receivables, vet the Receiver of Revenue's statements indicated amounts due of
Kshs.219,205,616. This significamt omission, resulting in an unexplained variance, represents a
material misstatement. It demonstrstes o failure in reconcilistion processes and a lack of
comprehensive accounting for all county government assets, directly contravening the
Accounting Officer’s statutory duty to present a true and fair view of the county's financial
position,

Committee Recommendations
Pursuant to Section 164(1) of the Public Finance Management Act, 2012, and Regulaton 22 of
the PFM (County Governments) Regulations, 2013, the Commiltee recommends that:

1. The Accounting Officer must ensure all receivables are completely, accurately, and
reliably identified, measurcd, and disclosed in the financial statements, in full
compliance with the accrual-based International Public Sector Accounting
Standards (IPSAS) framework.

1. While the management’s proposal to recognize the omitted receivables of
Kshs. 219,205,616 in the 202526 financial statements is noted, the Committee
recommends that this adjusiment be treated as a prior year adjusiment in
accordance with IPSAS 3, "Accounting Policies, Changes in Accounting Estimates
and Errors,” to ensure the comparative information for the 2024/25 financial year is
corrected.

3. The County Treasury must institute a robust monthly reconciliation process
between the County Revenue Fund and all Receivers of Revenue to ensure all
receivables are promptly identified, verified, and recorded, thereby eliminating such
omissions in future financial statements.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
except for the effects of the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in the Use of Public Resources section of my report. | confirm that nothing else
has come o my attention o cause me 1o believe that public resources have not been applied
lawfully and in an effective way.

Basis for Conclusion

3.0 Delay in Disbursement of Funds

The statement of financial performance and as disclosed in Note 6 to the financial statements
reflect exchequer releases totalling Kshs.11.752.3260679. However, review of the schedule
provided revealed that receipis wotalling Kshs 1.796,184.675 were received in two tranches of
Kshs 925,307,257 and Kshs 870,877,418 on 20 June, 2025 and 26 June, 2025 respectively four
{4) days before closure of the financial year.

In the circumsiances, the programmes and activities that the funds were expected to finance
might not have been implemented as scheduled.

Management Response

The management agrees with the audit observations that out Kshs 11,752,326,679 received
during the financial vear, Kshs 1, 796,184,675 or 15,3% was received less than ten (10) davs to
the closure of the financial vear. The delay in the release of the Rnds affected the
implememation of the planned programs as merchants who submitted partial certificates could
not be paid on time,

Committee Observation

The Commitlce notes that the lale disbursement of Kshs.1.796, 184,675 by the National
Treasury, received just days before the end of the financial year, severely undermined the county
government's ability to implement s budgeted programmes effectively. This practice is
inconsistent with the constitutional principle of ensuring timely disbursement of funds to enable
county governments 1o deliver services. The tming of these releases contravencs the established
legal framework lor predictable and scheduled transters. leading to budget underperformance
and a failure to utilize resources effectively for the benefit of Kitul County residents.
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Committee Recommendation

The Committee recommends that;-

Pursuant to Article 219 of the Constitution and Section 1 7(6) of the Public Finance Management

Act, the Committee recommends that:

I. The National Treasury musi ensure the timely release of funds to county governments

in strict adherence to the approved and gazetted cash disbursement schedules.

1. The County Treasury, in collaboration with the National Treasury, should explore
mechanisms to smooth cash flows, such as building a prudent cash reserve from its
own-source revenue, to mitigate the impact of delayed national disbursemenis on
critical services and projects.

. The County Assembly should exercise its oversight role, as outlined in Article 201 of the
Constitution, to engage with the County Executive on the prioritization of projects
within the available resources and to advocate to Parliament for the National
Treasury's compliance with disbursement schedules.

4. The County Treasury must provide a report to the County Assembly on the specific

programmes and projects that were negatively impacted by these delays.

[

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT RECEIVER OF REVENUE OF KITUI FOR THE FINANCIAL YEAR
2024/2025

Long Outstanding Receivables from Non-Exchange Transactions

The statement of financial position reflects receivables from non-exchange transactions balance
of Kshs.1.583.461.357 which, as disclosed in Note 32 to the financial statements include
receivables totalling Kshs. 660,135,037 which have been outstanding for more than three (3)

vears. Management did not provide measures put in place to recover the long outstanding
receivables from non-exchange transactions.

Management Response
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Munagement acknowledges the long-outstanding land rates arrears of Kshs, 660,135,037 and

has pul measures in place to improve tmely revenue collection. These measures include
implementing the Kitwi County Valuation Roll 2018-2028, which s currently under review:
sensitizing plot owners on land rate payments through countywide land clinics; issuing waivers
on penalties and interest 1o encourage seftlement of arrears, with the latest waiver issued in FY
2024/2025; and advertising and procuring a Land Information Management Svstem (LIMS) on
1 3th May 2025 (o establish accurate, up-to-date, and accessible digital lond records while
reducing duplication, loss, and manipulation of land ownership data

Committee Observations
1} The Commitiee observed that the financial statements for the vear ended 30 June 2025

report receivables from non-exchange transactions totalling Kshs, 660,135,037 that have
been outstanding for more than three (3) vears. This signilicant and long-standing
debtors' balance raises concerns regarding the effectiveness of revenue collection and
enforcement mechanisms, which is a core responsibility of the Accounting Officer.

The measures reported by Management, while noted, have not vet resulted in the
recovery of these long-outstanding debts, This situation requires urgent and robust action
to safeguard public resources and ensure comphiance with the principle of accountability
in public finance as enshrined in Article 201 of the Constitution.

Committee Hecommendations

The Committee recommends that the Accounting Ofhcer shall:

L.

Immediately initiate a comprehensive debtors' circularization exercise to confirm
the existence, accuracy, and legitimacy of the outstanding receivables, in line with
the duty to keep proper accounts under Regulation 100 of the Public Finance
Management (County Governmenis) Regulations, 2015 and further, undertake a
thorough data clean-up exercise to identify and eliminate any duplicated or
erroncons land rate entries, ensuring the accuracy and reliability of the county's
revenue database as a basis for collection efforts.

Develop and implement an elaborate and time-bound debi recovery plan for all
confirmed receivables. This plan must include, but not be limited to, the issuance of
lformal demand notices, negotiation of structured payment plans for defaulters, and,
where necessary, the initiation of legal action for recovery.

Strictly comply with Section 63(1}a) and (b) of the Public Finance Management
(County Governments) Regulations, 2015, which mandates that an accounting
officer and a receiver of revenue are personally responsible for ensuring adequate
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safeguards exist for the prompt collection of revenue and for taking adeguate
measures, including legal action where appropriate, to obtain pavment,

Emphasis of Matter
Budgetary Control and Performance

The statememt of comparison of budget and actual amounts reflects  final  revenue
targets and actual on comparable basis of Kshs, 1,145025,058 and Kshs, 996,252,347
respectively  resulting 1o revenue buodget under-realization of Kshs, 148,772,711 or
approximately 13% of the budget.

The under-realization of revenue budget affected the planned activities and miy have impacted
negatively on service delivery to the Public.

My opinion is not modified in respect of this matter,
Management Response

Management takes note of the observation regarding the under-realization of revenue during the
yvear under review, While the revenue performance fell shont of the final budger by Kshs.
148, 772711 (approximately  13%), it 15 noteworthy that the entitv's revenue has recorded
consistent growth over the last three financial years. Specifically, revenue increased from Kshs.
473,138,519 in FY 2022/2023 10 Kshs. 517049815 in FY 2023/2024. and further to Kshs.
996,252,345 in FY 2024/2023, demonstrating a strong upward performance trend and improved
revenue generation capacity.

Although the under-realization affected the full implememation of some planned activities,
management has instituted strategies and measures to enhance revenue mobilization and ensure
that the FY 2025/2026 targets are achieved, thereby safeguarding eflective service delivery 1o
the public. The long term strategies include:

a) Formulation and enactment of Revenue Collection enabling legislation- The management
is streamlining revenue collection by ensuring that primary legislation are enacted and
relevant strategies such as the Kini County Revenue Enhancement Strategy implemented
for optimal revenue growth.

b) Data mapping and clean up-During FY 2024/2025, the County Government of Kitui
conducted a county-wide business mapping exercise, which resulted in the establishment
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of o comprehensive database of traders and businesses operating within the County. This
exercise, as detailed in the miached Report on Kitni County Comprehensive Data
Collection Exercise for Enhanced Service Delivery, is expecied to improve revenue
identification, comphance, and collection efficiency.

¢} Automanon and Digitalization-Management has adopled awtomation and digiization
initintives to enhance revenue collection efficiency and transparency. These include the
implementation of cashless payment solutions such as M-Pesa Push and Pavbill options,
aimed at minimizing revenue leakages and improving accountability.

Commitiee Observations

The Committee acknowledges the Management's submission regarding the consistent growth in
revenue collection over the past three financial years, However, the Commatiee observes that the
under-realization of the approved revenue budget by Kshs. 148772711 (approximately 13%)
for the financial vear ended 30 June 2025 represents a failure to achieve the planned fiscal
targets. This deviation contravenes the principles of efficient. effective, and economical use of
resources as stipulated in Article 200(d) of the Constitution and Section 68(1)b) of the Public
Finance Management Act.

Committee Recommendations

The Committee therefore recommends that:

1. The National Treasury should ensure the timely release of funds to county governments
in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act, 2012; and

2. The County executive puts in place measures to enhance its own generated revenue to
meet its revenoe targel and address revenue shortfalls.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
except for the effects of the matter described in the Basis for Conclusion on Lawtulness and
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Effectiveness in the Use of Public Resources section of my report, 1 confirm that nothing else
has come to my attention o cause me 1o believe that public resources have not been applied
lawfully and in an effective way.

Basis for Conclusion
Delayed Enactment of the County Revenue Adminisiration Act

During the vear under review, the County Government had not enacted legislation to guide on
revenue assessment, billing, collection and enlorcement, This is contrary 1o Section 120 of the
County Governments Act which requires every County to enact legislation to guide on revenue
assessment, billing, collection and enforcement.

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

The audit was conducted in accordance with ISSA1 3000 and ISSAI 4000. The standards require
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
comply in all material respects, with the authorities that govern them. | believe that the audit
evidence | have obtamed is sufficient and appropriste o provide a basis for my conclusion,

Management Response

Management takes note of the observation and appreciates the guidance in line with Section 120
of the County Governments Act. Management confinms that the County Government of Kitui is
in the process of establishing o comprehensive legal framework to enhance own-source revenue
collection.

In this regard. the County Exccutive Committee approved the Kitui County Revenue
Administration Bill, 2025 on 6th October 2025, The Bill has been forwarded to the Government
Prnter for gazettement and 15 awaiting subsequent enactment by the Kiti County Assembly,
with or without amendments,

Committee Observations

The Committee observes with concern that the County Government continued to operate
without a comprehensive legal framework for revenue administration. This s a direct
contravention of Section 120 of the County Governments Act, 2012, which requires every
county o enact legislation to gumde revenue assessment, billing, collection, and enforcement.
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While noting that the Kitui County Revenue Administration Bill, 2025, has been approved by
the County Executive Commitiee, its falure 1o be tabled and enacted by the County Assembly
represents an ongoing breach of the law, undermining the legal basis for robust revenue
collection and enforcement.

Committee Recommendations
The Committee recommends that:

1. The County Assembly priotise the considaration of the Kitui County Revenue
Administration Bill, 2025, to bring the county into compliance with Section 120 of
the County Governmenis Act.

1. Upon enactment, the Accounting Officer shall ensure the timely operationalization
of the Act, including the development of any necessary regulations and procedures.
This will provide the legal foundation for effective revenue administration as
required by Article 2093) and (4) of the Constitution, which empowers counties to
impose property rates and other taxes as approved by law, and Section 132 of the
Public Finance Management Act which calls for a elear legal framework for revenue
collection and accounting.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7({1¥a) of the Public Audnn Act, 2015, based on the audit procedures
performed, except for the effects of the matter deseribed 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 10 cause me to beheve that internal controls,
risk management and povernance were not effective.,

Basis for Conclusion
Weaknesses in the County Government Revenue Management System

Review of records revealed that the County Government’s automated Revenue Management
Svstemn had significant control gaps. Revenue records revealed unexplained gaps in sequential
receipt numbers. In addition, the svstem lacked the functionality to generate invoices or demand
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notices where receipts were only issued upon collection. The weaknesses compromise the ability
to confirm the total revenue collected and 1o verify the completeness and accuracy of amounts
reported.

In the circumstances, the effectiveness of the Revenue Management Svstem could not be
confirmed.

The audit was conducted in accordance with ISSAL 2315 and 1SSAD 2330, The standards
require that | plan and perform the audit to obtain assurance about whether effective processes
and systems of imternal controls, risk Managememt and overall governance were operating
cffectively in all material respects. | believe that the audit evidence | have obtained is sufficient
and appropriate o provide a basis for my conclusion.

Management Response

The management takes note of the Audit observation. However, the gaps in sequentinl receipt
numbers arose from a system reporting limitation within the Invoicing and Receipting module.
The Transactions page currently restricts on-screen display and data exports (o a maximum of
SN records per query. As a result, when reports exceeding this limit are downloaded, the
pagination ¢ap may create the impression of skipped receipt numbers, even though the
underlyving system database maintains a complete and sequential record of all receipts issued.
Attached for audit verification are system extracts demonsirating the full sequential receipt
numbering.

With regard 1o invoicing and demand notices, the system is configured to generate invoices and
demand notices prior W collection, and only one official copy is printed. This design is
imtentional and ammed at enhancing cost-ellectiveness by minimizing stationery usage, reducing
printing costs, and limiting the risk of duplicate documents, while maintaining adequate audit
trails within the system,

Management remains commitied o strengthening revenue controls and will continue 1o review
system reporting functionalities to enhance audit visibility and ease of reconciliation,

Committee Observation

The Committee notes the technical explanation provided by Management regarding the system
reporting limitations. However, the Committee observes thai the existence of unexplained gaps
in sequential receipt numbers and the system's initial lack of functionality o generate invoices
and demand notices constitute sigmfbicanl control weaknesses. These weaknesses compromise



the integrity of the revenue collection process, undermine the principle of a complete audit trail,
and increase the risk of revenue leakage, contrary 10 the requirements for effective internal
controls as envisaged in the PFM framework

Committee Recommendations

The Committee recommends that the Accounting Officer shall:

I. Conduct an immediate and thorough investigation into the root canse of the receipt
numbering gaps, beyond the system’s reporting limit. The flindings and corrective
actions must be formally documented, and strengthened controls must be implemented
to ensure the future integrity and sequential issuance of all receipts, in line
with Regulation 90 of the Public Finance Management (County Governments)
Regulations, 2015, which mandates the proper maintenance of accounting records.

1. Diirect the system developer to urgently enhance the revenue management svstem to
include full functionality for generating invoices and demand notices, This must be
configured to create a complete, verifiable audit trail from the point of revenue
assessment through to final collection, satisfving the requirements of Section 68(1) of
the Public Finance Management Act that all revenue due is collected and properly
accounted for.

3. Instituie a mandatory policy for periodic (e.g., monthly) reconciliations between receipt
registers, invoices/demand notices generated, and revenues banked. These
reconciliations must be documented and reviewed by a senior officer independent of
the collection process to ensure the completeness and accuracy of recorded revenue, as
required by ISSAI 1315 on robust internal controls.

4. Ensure full compliance with Section 68(1) of the Public Finance Management Act,
2012 and Regulation 90 of the Public Finance Management (County Governments)
Regulations, 2015 by implementing all the above measures, therehy establishing a
robust internal environment for revenue management.,
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CHAPTER FIVE

REFPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE
REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF
COUNTY EXECUTIVE OF WEST POKOT FOR THE FINANCIAL YEAR 2024/2025.

The Governor of West Pokot County, Hon.  Simon Kachapin Kitalei EGH, CBS. appeared
before the Committee on Friday 30" January 2026, to respond (under oath) 1o audit queries
rinsed in the Reports of the Auditor General on County Executive, Receiver of Revenue and
County Revenue Fund for the Financial Year 2024/235,

REPORT ON THE FINANCIAL STATMENTS
Basis for Qualified Opinion

1. Unsupported Property, Plant and Equipment

The statement of financial position reflects a balance on property, plant and
equipment of Ksh.1.407.398580 as disclosed in Note 14 1o the financial
statements. This balance represents only the value of assets acquired during the
2023/2024 and 2024/2025 financial yvears. However, a verifiable detailed asset
register in support of the balance was not provided for sudit.

In the circumstances, the accurscy and completeness of the balance on
property, plant and equipment ol Ksh, 1 407,398,580 could not be confirmed.
Management Response

The management responded that they adopted a phased approach in
transitioning to accrual accounting method and the exercise is on course and

within the stipulated timeline of 30" June, 2027 as per the transition roadmap
provided by state department for Public Investments and Assets Management
which includes; policy formulation, aggregation of assets data, verification,
valustion and digitization, Currently, the county government is in the process of
valuing its assets.

Commitiee Observation

The Commitiee observed that the management failed to provide a verifiable
and detailed asset register during the audit, contrary to the Public Sector
Accounting Standards Board requirements for maintaining proper books of
accounts as mandated by Section 194( 1)ib) of the PFM Act, 2012
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Committee Recommendation

1. The Committee recommends that the County Executive finalize the
valuation and verification of assets and maintain a comprehensive and
updated asset register, in compliance with the transition to accrual
accounting as per IPSAS and Treasury Circular No. 03/2025,

2. The Accounting Officer must ensure that the asset register is ready for
audit verification in subsequent financial vears, and the Office of the
Auditor-General shall Keep this matter in view.

2. Non-Compliance with International Public Sector Accounting Standards

The cover page contains information that implies that the financial statements
have been prepared in full compliance with International Public Sector
Accounting Standards. The same contain information that the fhnancial
statements  are transitional and therefore not fully comphiant with the
International Public Sector Accounting Standards. However, Note

15.2 on statement of compliance and basis of preparation shows that the phased
approach of transiting from cash basis of accounting to acerual basis has been
adopted. This has created confusion and uncertainty on the actual basis used in
the preparation of the financial statements.

In the circumstances, the accuracy and presentation of the financial statements
could not be confirmed.

Management Response

Muanagement prepared the hinancial statements m accordance with IPSAS 33

on first-time adoption, as disclosed in Note 15.2.

Committee Observation

The committee observed that the management made a clencal error that could

have been easily rectified.

Committee Recommendation

1. The Committee recommends that the County Executive amend the
Mnancial statements o clearly state the basis of preparation in
accordance with the transition roadmap and ensure future financial
statements are free from such elerical errors,

2, The Office of the Auditor-General monitors compliance and report to
the Senate in subsequent audiis.
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Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final
receipts budget and actual amount of Ksh.7.204,252.695 and Ksh.6.552.285,097
respectively resulting in an underfunding of Ksh.651,967,598 or 9% of the
budget, Similarly, the County Exccutive spent Ksh,6.443, 896,242 against an
approved budget of Ksh. 7,204 252,695 resulting in an under absorption of

Ksh. 760,356,433 or 11 % of the budget.

The under-funding and under-spending affected the planned activities and may

have impacted negatively on service delivery 1o the public,

Management Response

Management submitted that the underfunding was occasioned by non-
remittance of donor funds which were budgeted for during the financial year
under review. This subsequently led to the under- absorption of our budget by

11% as detailed below;
Donor Funds Not Received During FY 2024 2025

S/No | Description Amount
1 Community Health Promoters 0,706,194
. Basic Salary Arrears for County Government Health Workers 13,933,504
3 Emergency Locust Kesponse (ELRF) 121.025.000
4 Flloca (CCRI GRANT) 120,690,506
a] KUSP UIG 2,690,700
f KLSP UDG 23,043,492
i KDSP 1 37,500,000
"} Food Systems Resilience Project (FSRP) 102,949,791
') Kenya Agricultural business Development Project (KAPDP) 10,918,919
10 Changes In Opening And Closing CRF Balances 148060 840
11 From County Assembly 10,391,385
.1 2 Budget Own Source Revenue 57176

Sub Total 651,967,597
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Committee Observation

The Committee noted that the underfunding of Ksh. 631,967,598 (9%) and under-spending of
Ksh. 760,356,453 (11%) negatively impacted service deliverv. While donor funding delays
contributed, the failure to meet own-source revenue targets points o a weakness in revenue
collection, contrary to the responsibility of the County Treasury under Section [04(1 }d) of the
PFM Act, 2012.

Committee Recommendation
The Committee recommends that; -

1. The National Treasury should ensure the timely release of funds to county governments
in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management
Act, 2012,

2, The County Executive Committee member for finance must develop and implement a
robust revenue enhancement plam to meet its collection targets, addressing the
identified shortfalls. A progress report should be submitted to the Auditor-General and
the Senate within 90 days of the adoption of this report.

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous vear, several issues were raised under the Report
on Financial Statements. Report on Lawfulness and Effectiveness in Use of Public
Hesources and Report on Effectiveness of Internal Controls, Risk Managemeni

and Governance. The matters remain unresolved as the Senate has not issued
recommendations.

Management Response.
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The senate issued its recommendations and the management submitted a
progress report which highlighted the milestones achieved i resolving the

1s50es raised.
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Committee Observation

The Committee observed thal several issues from the previous financial year (2023/2024)
remain unresolved, including stalled projects and a high wage bill. This demonstrates a failure
by the County Exécutive to fully implement previous audit recommendations,

Committes Recommendations
The Committee Recommends that: -

1)

2}

4)

the County Executive implements the recommendations of the Committee in its report
on the Report of the Auditor-General on Financial Statements for Kitui Executive for
the Financial Year 2023/2024 as adopied by the Senate and reports to the committee
within sixiy (60) days of the adoption of this report;

the account officer complies with section 53 of the Public Audit Act by taking the
relevant steps to implement the recommendations of the Senate on the report of the
Aunditor-General and submits a report to the Senate within ninety (%0) days of the
adoption of this report;

the County Executive engages with the Office of the Auditor-General to address and
resolve any outstanding matters: and

the Auditor General lists any unresolved audit issues in the report of the subseguent
financial year.

REFORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

1. Undelivered Library Equipment to Schools

Review of documents revealed that the Department of Education awarded a
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contract  for supply and delivery of library equipment to Early Childhood
Development Education (ECDE) schools at a cost of Ksh.1.999 500 which was
pand in full on 29 May, 2025, However, the list of the intended beneficiary schools
and distnbution list 1o confirm that the equipmen were actually delivered to the
schools were not provided Tor audit.

In the circumstances. it was not possible o confirm that the supplies rcached the
intended schools and that funds were wtilized for the intended purpose.

Management Response

The library equipment was supplied in full. They are fully accounted for using the
delivery notes and 513 vouchers. The distribution 10 various ECDE centers was
done using the 811 counter receipts vouchers and posted to the 83 cards for control
and accountability. 513, 811, 83 stock control cards and sample distribution
schedule for Kapenguria are provided for confirmation. Annex 3.

Committee Observation
The committee observed that the management failed 10 provide key supporting documents
(distribution lists) 1o the Auditor-General at the time of audit to confirm delivery of the
equipment. This constitutes a breach of Section 62(1}b) of the Public Audit Act, 2015, which
requires accounting officers to provide information and documents for audit scrutiny.

Committee Recommendation

1) The Commitiee recommends that the County Governor undertakes
administrative action against the officer(s) who failed to provide
documents to the Aunditor-General during the audit process in
accordance with section 156 of the Public Finance Management Act
(Cap. 412A) and provide a status report to the Auditor-General and
the Senate within sixty (90) days of the adoption of this report.

2) The Committee further recommends that the Directorate of Criminal
Investigations investigates breach of section 62(1)b) and (¢) of the
Public Audit Act (Cap. 4128

2. Lack of Rotation of Evaluation Committee Members
Review of nineteen (19) contracts awarded by the Department for Livestock,
Fisheries and Veterinary Services, with a cumulative value of Ksh.43,172.970,
revealed that the contracts were evaluated by ad-hoc committees persistently
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composed of the same members, rather than by committees formed on o rotational
basis. This contravened Section 46(4)b) of the Public Procurement and Asset
Disposal Act, 2015, which regquires that evaluation committees 1o be appointed
rotationally and to comprise the head of the user department and represeniatives
from two (2) other departments.

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

Management Response

The department submitted a list of more staft drawn from the main and feld
offices for mapping to the e-GP system to ensure compliance 1o the provision of
section 46 (4) (b) of the Public Procurement and Assel Disposal Act, 2015,

Committee Observation
The OAG mformed the committee that the 1ssue had been addressed. No further
observation

Committee Recommendation
The commitiee recommends that the matter be marked as resolved.

3. Irregular Payments to the Conncil of Governors

Review of pavment records revealed that Ksh. 2,600,000 was paid to the
Council of Governors as a contribution towards a Devolution Conference. This
was contrary to Section 37 of the Intergovernmental Relations Act, 2012, which
provides that the Council of Governors shall be funded through a distinet national
budget allocation,

In the circumstances, Management was in breach ol the law,

Managemeni Response

The management has attached minutes on a special meeting by the Council of
Grovernors approving contribulion ol Ksh. 2,000,0000 per county and Ksh 20,000
per delegate to cater for devolution conference. Also, Section 37 of the
Intergovernmental Relations Act. CAP 264F has been attached.

Committee Observation

The Commitiee observed that the payment of Ksh. 2,600,000 tw the Council of Governors
(COG) was imregular and unlowlul, as Section 37 of the Intergovernmental Relations Act,
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2002 clearly provides that the COG shall be funded through a distinet national budget allocation,
naot from County Revenue Funds.

Committee Recommendations
1. The Commitiee recommends that the irregular payvmenis to the Council of Governors
(COG) be stopped and further recommends the surcharge of any Governor, in their
capacity as Chiel Executive Officer, who continues to make the irregular contribution.
1. The EACC should oversee the recovery of all the public funds irregularly transferred
to the Council of Governors (COG) by the Governor. This is in line with the Resolution
of the Senate.

4. Irregular Annual Salary Increments
Review of pavroll data revealed that four hundred and forty-cight (448) officers
received more than one (1) annual salary increment during the review period,
resulting in multiple unauthorized changes to their basic pay. This was in
contravention of Paragraph C.3 of the Human Resource Policies and Procedures
Manual for the Public Service (2016), stipulates that an officer is entitled 1o only
one (1) annual increment, elfective from the first of the month of their
appointment.

In the eircumstances, Management was in breach of the law,

Management Response
The County Governmen! reaffirms its commitment to full compliance with the
PSC Human Resource and Procedure Manual (2016). Paragraph C.3 explicitly
stipulates the eriteria for annual salary increments, including:

« Performance-based evaluations,

« Completion of probationary periods,

«  Attamment ol requisite quali hications,

o Availability of budgetary provisions, and

o Adherence o job group progression gudelines
We acknowledge that deviations from these criteria undermine integrity in
public service management,

Corrective Actions Taken

To address the audit findings, the following measures have been implemented:
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a) Immediate Review of Salary Increments

A specialized audit committee (comprising HR, Finance. and Internal Audit
olficers) will be constituted 1o

o  Review all annual salary increments processed in the last [specify period, cg.,
Jvears
s  Verify compliance with Paragraph C.3 criteria for each case.
o [dentify irregular increments and quantify financial implications,
b) Recovery of Overpayments

Where increments were awarded outside stipulated cnteria.  recovery
procedures have been initiated in line with the Public Finance Management
Act, 2012, Affected staft have been notified, and deductions made in a phased,
humane manner,

Committee Observation
The commattee observed that 448 officers recerved multiple annual increments, contravening the
Human Resource Policies and Procedures Manual for the Public Service (20116) and representing
irregular expenditure.

Committee Recommendation

I. The Committee recommends that the County Public Service Board and the County
Secretary immediately initinte proceedings to recover the overpayments from the
448 officers. The overpaymenis constitute a loss of public funds for which the
responsible accounting and human resource officers are liable, in accordance
with Section 199 of the PFM Act, 2012

The recovery process should be completed, and a report submitted to the Auditor-
General within %0 days of the adoption of this report,

[

5. Non-Compliance with SRC Allowances Guidelines

Review of payroll dsta revealed multuple and significant irregularities across
various allowances, including the overpavment of basic salary to forty (40)
employees amounting to Ksh.7,030.402, overpayments of house allowances
amounting to Ksh4,999.255 and irregular payments of extrancous and
emergency call allowances amounting to Ksh.3,349,83% and Ksh.[5,450,000
respectively. This resulted in non-compliance with the mandatory remuneration
guidehnes preseribed i the SRC Circular SRC/TS/29%81), dated 10 August,
2023,
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In the circumstances, Management was in breach of the law,

Management Response

a. Overpavment of Basic Salary
1. The apparent high basic salary levels observed relate 1o staff categorized under Pay

Giroup “AC",
This pay group comprises emplovees who were formerly under the defunct
Loeal Authorities and were subsequently absorbed into the public service
during the transition perod.

Upon integration into the IPPD system, these officers retained their pre-
existing salary structures, which were often higher than equivalent grades
in the mainstream publie service. The department therefore inherited their
salary levels as part of the transition arrangements,

The salaries for this group are system-generated under their existing pay
structure and not due to any unauthonzed adjustments. The department
wishes 1o clarify that CPSB rates are system-generated through the Human
Resource Information System (HRIS-Kenyva) and are determined in line
with the approved SRC guidelines.

2. The CPSB rates are automatically generated within the HRIS system and
are progressive in nature, increasing according 1o employee grade levels and
approved scales.

Any changes observed in the rates are a result of system updates or
parameter adjustments based on the latest SRC circulars and pay
struclure revisions.

No manual adjustments were made by pavroll officers, as the computation process is tully
automated.

b._Earning Both Rental House and Special House Allowances

In the fiancial vears 2004 and 2015, a Special House Allowance was paid 1o

certain public officers through the Integrated Personnel and Payroll

Database (IPPD) svstem. The payment was affected following a directive

issued by the Salaries and Remuneération Commission (SRC) o the

Department of Public Service (DPS) for implementation.

The allowance was system-generated and processed automatically through
[PPD for employees who were on the payvroll durmg that period.
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Clanfication on the Anomaly
Subsequently, the SRC reviewed the implementation of the Special House
Allowance and determined that the payment had been made in error. Lpon
this realization, the SRC issued further guidance to withdraw the allowance
for new employees joining the service after the review date,

However, due to admimistrative and legal considerations particularly the
doctrine of legitimate expectation and the difficulty of recovering
allowances already

integrated into employees’ remuneration packages, the SRC and the
Department of Public Service did not recover or stop the pavments for
emplovees who had already been receiving the allowance prior (o the correction.

As a result, only officers who were in service during the 2014-2015 period

continued to benefit from the allowance, while the same was not extended to

emplovees who joined thereafier.

Conclusion

The payment of the Special House Allowance dunng the 2014-2015 peniod
resulied from an antomated implementation of an SRC directive through the
IPPD system. The subsequent continuation of the allowance for earlier recipients
15 a residual effect of the initial system authorization and policy decision not to
recover amounts already paid.

Accordingly, the matier 15 considered resolved and compliant with current
policy directions.

c._ Overpayvment of House Allowance
The emplovees in question were onginally under the defunct Local Authorities,
which operated independent salary and allowance structures before the
transition to the IPPD svstem and currently Human resource information system.

When these officers were absorbed into the public service, they retained their
existing pay and allowance packages, including the house allowance rates
apphicable under their previous local authority terms. These rates were higher
than the standard SRC preseribed rates for equivalent public service grades,
resulting in what appears to be an overpayment when compared (o current
standard scales

The IPPD system classified these officers under Pay Group “AC", which reflects
their legacy pay structure and associated allowances. Therefore, the perceived
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overpayment 15 not due 1o unauthorized adjustments. but rather a historical
carryover from the inherited pavroll setup

. Irregular Extrancous Duty Allowance
The apparent irregularnty wrose doe to data entry errors in the system, where the
affected officers were incorrectly coded under other departments while their
pctual duty stations and functions remained within the Health Department

As a result, the pavroll dma reflected the allowance as paid to officers in non-
health departments. when in reality, the benefliciaries are legitimate recipients
Le.. Health Department drivers performing duties that qualify for Extraneous
Duty Allowance as per SRC and Public Service guidelines.

The payment therefore represents correct entitlement based on  actual
deployment, and the issue is purely clerical in nature, not a case of unauthorized
payment,

Corrective and Preventive Measures

» The records have been reviewed 1o ensure that the affected
officers are correctly mapped under the Department of
Health.

» Files of the deployment and transfer letters [or the concermned
officers have been retained for audit verilication.

« The department has instituted a eross-check mechanism between
HRE and payroll units 1o maintan alignment ol personnel data with
current deployment records,

e. Overpayvment of Emergency Call Allowancee

The Emergency Call Allowance is & system generated payment processed
automatically through the Human resource information system [or all
doctors,

The observed “overpavment™ is therefore not an irregular payment but rather a
sysiem- based reflection of allowances payable to medical officers. Each
doctor’s entitlement s automatically computed based on therr designation,
deployment, and job group.

The management reaffirms its unwavering commitment to adhering 1o all SRC
guidelines and statutory regulations goverming public officers’ remuneration,
Compliance with SRC  frameworks 15 non-negotiable and central 1w our
governance cthos.
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Root Cause Analysis
Preliminary investigations indicate the following contributory factors:

o Gaps in Interpretation: Misapplication of SRC crculars doe o
inadequate traiming or clarity on updated guidelines.
Systemic Weaknesses: Limitations in the pavroll system’s validation controls for
allowance eligibility.
 Procedural Oversights: Inconsistent  venfication ol supporting
documents before allowance processing.
Long-Term Preventive Measures

To ensure sustainable compliance:

« Automated Compliance Checks: Integration of SRC allowance
criteria into the pavroll system to auto-validate eligibility.
« Regular SRC Liaison: Establishment of a dedicated desk officer to
interface with SRC for real-tume guidance on circular updates,
« Quarterly Compliance Aundits: Internal  acdits  of  payroll
processes to be conducted quarterly. with reports submitted to the
County Executive Commitiee,
« Policy Review: Revision of the County’s HR and Finance manuals to embed SRC
guidelines explicitly.
Committee Observation
The commitiee observed that the County Executive contravened the mandatory remuneration
guidelines issued by the Salaries and Remuneration Commission (SRC) pursuant to Article
230{4) of the Constitution, This resulted in overpayments amounting to Ksh. 30,829 496, which
15 irregular expenditure.

Committee Recommendations:

1. The County Governor should ensure that casual workers are engaged in line with the
relevant laws and the approved stafl establishment and provide a status update to the
Auditor General within 60 days of adoption of this report;

1. Pursuant to Article 235 of the Constitution of Kenva, the Committee directs that the
Cabinet Secretary (CS), Ministry of Public Service, Youth and Gender Affairs to come
up with Regulations to provide gnidance and clarity o county governmenis on
engagement of casual employees, contracted workers, acting positions and a platform
for management of county human resources;
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3. The Committee recommends that the County Public Service Board, in accordance with
the provisions of the County Governments Act and the Public Service Commission Act,
expedites the harmonization and integration of the affected staff into the mainstream
County Public Service; and

4. the Office of the Auditor General to monitor the matter in the subsequent audit cycle.

6. Unauthorized Remuneration

Review of payroll data revealed that eight (8) members of staff were irregularly
paid a cumulative 1otal of Ksh.5351,060 constituting a double pavment through the
simultaneous disbursement of basic salary and an unexplained "special salary
allowance." This was contrary to the SRC Circular SRC/TS/29(81) dated 10
August 2023, which provides an exhaustive list of all permissible earnings for
county exccutive officers. and no such special salary allowance is provided for
within this legal framework,

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

Management Response

The issuc arose during the processing of arrears, where in some instances the

payroll officer inadvertently Keyed in the basic salary component instead of the

special salary entry, resulting in a duplicate payment in the same period. The

double payment of basic pay and special salary occurred inadvertently during

arrears processing due to a data entry overlap error during arrears processing in the

syslem.

The managememt has acknowledged the occurrence, initiated recovery of the

confirmed overpayments.

Committee Observation

The committee observed that double pavments ("special salary allowance” and basic salary)
lotaling Ksh, 551,060 were made to eight staff, which is not provided for in the SRC circular
and constituies an irregular payment,

Committee Recommendation
The Committee recommends that the County Execative Committee member for finance
ensures immediate recovery of the duplicate payments from the affected officers, and that
the responsible payroll officer is subjected to disciplinary action for the lapse.

7. Non-Compliance with the One-Third Basic Salary Rule
An analysis of the stafl pavroll for the vear under review revealed that five

2595



PAPERS LAl

DATE
TABLED EE
COMMITTEE |

Fh P 5 T q - i |
| -'._!_l-b.."l II..- | Ba = |

thousand and Hifty-two (5,052} employees received net pay falling below this legal
threshold, indicating that the cumulative value of their statutory and third-pariy
deductions exceeded the permussible two-thirds limit of their basic salaries. This
was contrary to Section 19(3) of the Employment Act, 2007 and Section C.1{3) of
the Public Service Commiassion Human Resource Policies and Procedures Manual,
which collectively prohibit deductions that reduce an employee's net pay below
one-third of their basic salary.

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

Management Response

The nonm-compliance has been occasioned by new statutory deductions introduced
under recemt budgets, including:1.5% Affordable Housing Levy, 2.75% Social
Health Insurance Fund (SHIF), Increased NSSF contributions and revised PAYE
brackets. These have shrunk net income to below the legal threshold, especially
for loan-bound emplovees.
The management continues o monitor the payroll deduction 10 ensure compliance
with the one-third basic rule policy which continue 1o come down as staff annual
incremenis continue 1o compensate for the shortfall in the net meomes.

Committee Observation
The Committee observed that five thousand and fiftv-two (5,052) emplovees were earning less
than a third of their basic pay contrary to section |9(3) of the Employment Act 2007,

Committee Recommendations
The Committes therefore recommends that -

Committee Recommendations

1. The County Public Service Board, in coordination with the County Treasury, fully
implement the Human Resources Information System (HRIS) to automatically lock oul
any loan commitments that would cause an emplovee's net pay to fall below the legal
threshold, as required by sound internal control systems under Regulation 155 of the PFM
(County Governments) Regulations, 2015,

2. The Committee further recommends that the Public Service Commission, in
coordination with County Public Service Boards, review Section € (3) of the Human
Resource Policies and Procedures Manual and propose mechanisms to ensure compliance,
reporting their findings to the Senate within 20 days

8. Non-Remittance of Statutory Deductions
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8.1 Under-Deduction of Social Health Insurance Fund (SHIF)
Payroll analysis established that Social Health Insurance Fund deductions were
under- deducted from two thousand eight hundred and cighty (2.880) emplovees
amounting 1o Ksh.7, 105,325, This contravened the provisions of Section 15(1A)
(b} of the National Health Insurance Fund Act (now repealed, but in effect durnng
the review period) which held the county government linble as a contributor Tor its
employees and its successor legislation governing the new Social Health Insurance
Framework, which upholds the mandatory deduction and remittance requirements.

Management Response

The department confirms that SHIF deductions are system-generated through the
Human Resource Information System (HRIS-Kenya), which automatically
compules statutory deductions based on configured rates and pavreoll data.

The observed under-deductions resulted from initial system configuration and
parameter setup challenges during the transition from NHIF to SHIF within
the HRIS platform,

During this transition period, some employee categories were tlemporarily captured
under the previous NHIF deduction rate, leading to minor shortfalls in the SHIF
remittances. Despite the deduction discrepancies, the Social Health Authority
{(SHA) confirmed that all regisiered employees remained active members and
continued to access health services without intermiption,

Committee Observation

The committee observed that the County Executive held onto employee statutory deductions for
SHIF (Ksh. 7,105,325), NSSF (Ksh. 83.939.040). and PAYE (Ksh. 12.189.341) without a
payment plan. This constitutes a breach of trust and is an offence under Section 196 of the PFM

Act, 2012 tor spending or applving public money in a manner not authorized by law,

Commitiee Recommendations

The Committee recommends that:

1. The Office of the County Governor must take administrative action against the Chief
Officer, Finance, for failing to ensure timely remittance of statutory deductions, as

per Section 156 of the PFM Act, 2012,

2. The County Treasury must develop an immediate pavment plan to clear all
outstanding statutory arrears with KRA, NSSF, and SHA and provide a status report

to the Auditor-General within 90 days.
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3. The Committee further recommends investigation by the DCI into the potential
misappropriation of these public funds.

8.2 Non-Deduction of National Social Security Fund (NS5F)

Review of payroll and other accounting records revealed significant conirol failure
on the National Social Security Fund, where contributions were either under-
deducted or not deducted from five thousand one hundred and sixty-four (5.164)
employees amounting to Ksh.83,939,(40. This was in violation of Section 20(1) of
the National Social Security Fund Act, which obligates employers to deduct the
required contributions from emplovees” earnings and remit them, together with the
emplover's portion 1o the Fund by the minth day of each maonth.

Management Response

The observed under-deductions were caused by o delay in the system update of
the new NSSF contribution rates (Tiers | and 1) within the HRIS platform.

Since the configuration and integration of new statutory deduction parameters are
centrally managed by the Department of Public Service Management,
individual departments or counties cannot alter or dictate deduction amounts
until the official svstem update is implemented.

Consequently, deductions continued at the previous rute pending Department of
Public Service Management rollout of the new NSSF rotes through the Human
Resource Information System (HRIS-Kenya)

Committee Observation

The committee observed that the management is holding employees SHIF, NSSF
and tax money without a pavment plan.

Committee Recommendation

The Office of the County Governor to undertake administrative action
against the responsible officer(s) in accordance with section 156 of the Public
Finance Management Act, 20012 and provides a status report to the Office of
the Auditor General and the Senate within ninety (90) days from the adoption
of this report.
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8.3 Non-Deduction of Pav-As-You-Earn (PAYE) Tax

Review of payroll and other accounting records revealed non-compliance with
tax regulations, specifically the non-deduction of PAYE from ninetv-one (91)
employees earming above the taxable threshold amounting to Ksh.2,422,386
and the under- deduction from two thousand two hundred and ninety-two
2,292} employees amounting to Ksh 9,766,955, This was contrary 1o Section
3T(1) of the Income Tax Act (Cap470) which requires an employer 1o
deduct the correct amount of tax from

emoluments and remit it to the Commissioner of KRA by the tenth dav of the
tollowing month.
In the circumstances, Management was in breach of the law.

Management Response

The non-deduction relates 1o emplovees with special needs. The management
confirms that this discrepancy originated from limitations in the former
Integrated Personnel and Payroll Database (IPPD) system, which did not have
a dedicated field to capture and verify employees with special needs or disability
status,

In the IPPD system, emplovees with special needs were ofien grouped together with
other stafl categories due 1o sysiem design constraints. As a result, some
employees were reflected as exempted from PAYE deductions, even though no
disability certification had been formally entered in their records.

To comect the situation, the department underiook a comprehensive verification
exercise, during which all personnel files for emplovees clamming disability tax
exemption were recalled and reviewed. Each alfected emplovee was requested to
submit valid supporting documents, including:

«  Kenyva Revenne Authority (KRA) disability exemption certificate
= MNational Council for Persons with Disabilities (NCPWD) registration card
«  Medical Report.

The under-deduction was caused by a system-related error in the previous
payroll system. where certain computation parameters were nol correctly
aligned with the prevailing Kenva Revenue Authority (KRA) PAYE 1ax
tables.
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This resulted in minor variances in PAYE deductions for some emplovees
during specific payroll runs. However, the 1ssue was not intentional and was
promptly addressed upon identification by updating the Human Resource
Information System (HRIS-Kenva) with the correct PAYE progressive tax
rates computation parameters as per KRA guidelines.

Committee Observations

1. The committee observed that the management is holding emplovees SHIF,

MSSF and tax money without a payment plan,

the County Executive had failed to submit relevant documents on time to the Auditor
Cieneral during the audit exercise contrary 1o Section 62 of the Public Audit Act, 2015,

It

Committee Recommendations

1. The Committee recommends that Office of the County Governor to undertake
administrative action against the responsible officer(s) who failed to provide
documents to the anditors at the time of audit in accordance with section 156 of the
Public Finance Management Act, 20012 (Cap. 412A) and provides a status report to
the Office of the Auditor General and the Senate within ninety (%) dayvs of the
adoption of this report.

2. The Committee further recommends that the Directorate of Criminal Investigations
investigate the breach of sections 62(1)(b) and (¢) of the Pablic Audit Act (Cap.
412B) by the county public officers and, where criminality is established, refer the
matter to the Director of Public Prosecutions for prosecution.

8. Unsustainable Wage hill

Review of the payroll revealed that the County Executive had a budgeted wage
bill of Ksh.3,014.039 183 representing 41% ol the budgeted 1oal revenue of
Ksh.7,342,973,958, The actual financial performance hurther aggravated this
breach, with staff emoluments of Ksh.3,011,654.291 consuming 46% of the actual
revenue collected of Ksh.6,552.285.097, This contravened Regulation 25(1 )b} of
the Public Finunce Management (County Governments) Regulations, 2015, which
requires that expenditure on wages and benefits shall not exceed thirtv-five percent
of total county revenue,

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



Management Response

he management continues o progressively implement cost-containment measures which
in¢ludes stafT rationalization, rencwal of contracts for essential stafi, reducing new employments
excepl for critical functions such as health personnel and Early Childhood Development teachers
and increased county  allocations through enhanced revenue collections coupled with
standardized periodic monitoring and reporting mechanisms to ensure compliance.

Committee Observation
The Committee observed that the wage bill of Ksh. 3,011,654 291 consumed 46% of the actual
revenue, far exceeding the 35% threshold, This contravenes Regulation 25(1)(b) of the Public
Finance Management (County Governments) Regulations, 20015 and threatens the objecis of
devolution under Article 1741} of the Constitution.

Committee recommendations
The Committee recommends that—

1. the management should provide to the Auditor General and the Senate the measures it
will put in place to contain the high wage bill within ninety (90) days of the adoption of
this report;

2. the management should strictly adhere to the provision of paragraph 25(1)(b) of the
PFM (County Government) Regulations, 2015 which stipulate that the county wage bill
should not exceed 35 per cent of the county total revenue;

3. the County Executive puts in place measures to enhance its own source revenue
collection in order 1o address the wage bill gap;

4. That pursuant to the High Court orders issued in Matindi v Salaries and Remuneration
Commission & another [2028] KEHC 755 (KLR), the Salaries and Remuneration
Commission submits to the Commitiee a copy of the court ordered affidavit detailing
the following—

(i) time-bound strategies it has developed and is implementing to achieve a 35%
public wage bill to revenue ratio;

(il) collaborative measures being jointly implemented in conjunction with the
County Governments; and

(iii)  advisories and/or directives issued to curb abuse in payment of allowances to
State and public officers, percentages of reduction of wage to revenue ratio and
savings being made per every vear arising from the strategies and interventions
it has put in place and implemented.

E{8} |



PAPERL
|

DATE
TABLED BY
COMMITTEE

CLERK AT THE TRELE |

5. The Auditor General should continue monitoring the issue in subsequent financial
Years,

10. Lack of Annual Recruitment Plans

Review of documents revealed that County Executive did not have an annual
recruitment plan for the period under review, despite payroll analvsis confirming
that five hundred and forty-three (543 ) new ofhicers were on-boarded at a total cost
of Ksh.168,656,112. This was contrary to Section 5%(1)g) of the County
Governments Act, 2012, and Regulation 1192) of the Public Finance
Management (County Governments) Regulations, 2015 which require the
development of a coherent human resource plan and a detailed human capital plan,
respectively, 1o form the basis for personnel budgeting and recruitment.
In the circumstances, Management was in breach ol the law.

Management Response
The County Public Service Board (CPSB) is committed to addressing this gap
and has already mitiated concrete steps 1o establish a robust, county-wide
framework.

Key Actions in Place:
Pilot Implementation with Key Departments;

The CI'SB has commenced developing annual recruitment plans in collaboration
with the Department of Education and the Departmemt of Health, These
departments were proritized due to their eritical service delivery roles and
high-volume recruitment needs. This pilot phase allows us to:

# Test and refine recruitment criteria, forecasting methodologies, and
equity-focused strategies,
=  Align plans with countv-wide stratezic objectives, budgzet cveles, and
service demands.
Phased Rollout Strategy:

Building on lessons learned from the pilot, the CPSB will extend this initiative
o all remaining county departments in a structured manner, Our timeline
includes:
« 2025: Finalize criteria templates and training modules for the pilot departments.
o2



¢ 2026: Onboard 50% of remaining departments.
o 2M27: Full county-wide rolloul. ensuring all departments
operate under standardized recrunment planning
criteria
Crovernance and Oversight:

A cross-departmental working group, chaired by the CPSB, has been established o

s Ensure consistency in recruitment plan development.

=  Monitor compliance and adapt criteria to evolving needs.

o Imegrate feedback from the audit 1o strengthen accountability mechanisms.
Commitment 1o Improvement:

We recognize that a lack of unified recruitment planning criteria risks
inefliciencies, nequitable hinng. and misalignment with county goals. The
phased approach ensures sustaipable implementation, allowing for serative
improvements and stakeholder buy-in. By 2027, all departments will be
required to submil annual recruitment plans that adhere o CPSB-approved
criteria, including;

o  Workforce gap analysis.

e  [iversity and inclusion largets.

« Budgetary alignment.

= Succession planning for eritical roles.

Committee Ohbservation

The Commitiee noted that the recruitment of 343 officers withowt an approved annual
recruitment  plan  contravenes Section  59(1)g) of the County Governnments  Act,
20012 and Repulation 1192} of the PFM (County Governments) Regulations, 2015, which
require a coherent human resource plan as the basis {or personnel budgeting.

Committee Recommendation.

The Committee recommends that the County Governor to expedite development and
approval of its stall establishment and a status report should be submitted to the Auditor
General and the Senate for verification within ninety (90) days of the adoption of this

report.

11. Un-Authorized Opening of Bank Accounts
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Review of the county's bank accounts revealed that out of two hundred and sevenieen

(217} bank accounts operated by the county, two hundred and Glieen (215) accounts lacked any
evidence of authonzation from the County Treasury. This contravened Regulation B2(4) and {3}
of the Public Finance Management (County Government) Regulations, 2013 which requires
prior County Treasury authorization for openmg any bank account and requires that such
authorization be formally communicated 1o both the Controller of Budget and the Auditor-
Creneral,

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

All opening of bank sccounts are authorized by the County Treasury in accordance 1o
Regulavon 82 (4) and (5) of the Public Fmance Management (County Government)
Regulatons, 2015, Sample of letters of authorization are provided for your confirmation.

Committee Observation
The Committee observed that 215 out of 217 bank accounts were opened without prior written
authority from the County Treasury, This is a serious contravention of Regulation 82(4) and (5)
of the PFM (County Governments) Regulations, 2013,

Committee Recommenidations

The Committee recommends that:

1. The accounting officers responsible for opening unauthorized accounts have
committed an offence of financial misconduct as per Section 210(1j(b) of the PFM
Act, 2012 and are personally liable for any losses sustained.

2, The Committee recommends that the Directorate of Criminal Investigations
investigate this breach and the responsible officers be subjected to the sanctions and
penalties under Section 199 of the PFM Act, 2012,

12. Failure to Establish a Project Co-ordination Committee for the
Transition to Acerual Accounting,
Review of the records and processes revealed that the County Executive had not formed a project
coordination committee. There was no evidence of the commitiee's formation, including terms ol
reference, membership lists or minutes of meetings. Further, there was no coordinated structure in
place to drive the activities outlined in the transition roadmap, such as asset verification, system
evaluation, stafl training, and the development of opening balance sheets for a structured and
successful transition to accrual accounting, This was contrary to Section 1.5 (i} of the
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Guidelines on Transition from  cash to accrual accounting by ministries and  County
Ciovernments in Kenva. In the circumstances. Management was in breach of the law.

Management Response

The County Executive has formed a project coordination committee for the
transition o Accrual Accounting. The commiltee has been established to
coondinate activities outlined in the transition roadmap in order to achieve full
adoption by 30 June, 2027,

Committee Observation

The OAG imformed the committee that the issue had been addressed.
Committee Recommendation

The committee recommended the issue be marked as resolved.

13. Non- Compliance with Provisions of Facility Improvement Financing (FIF) Act
Review of bank statements for four level - 4 Hospitals in West Pokot County
revealed that the Hospitals deposited Ksh 43,669 982 into the West Pokot County
Health FIF KCB account. Subseguently, an amount of Ksh.38212,580 was
returned to the Hospitals® FIF KCB operations accounts while the balance of
Ksh.5457.402 was withheld mt the County level. See Appendix 2. This was
contrary (o Section 5 of the Facility Improvement Financing Act, 2023, which
requires all facility funds to be retained in designated FIF accounts and prohibits
therr transters to unauthorized accounts,

In the ¢ircumstances, Management was in breach of the law.

Management Response

The audit findings are attributed 1o the implementation of the 2019 West Pokot Facility
Improvement Fund (Fund) Act which established the Fund, Specifically, section 3 (e} (vii) of the
same Act provides for the facility improvement funds to go to both curative and preventive and
promotive health care services,

This 15 a departure from the National Facility Improvement Financing Act which
does not establish a fund, Currently, the county is implementing the 2025 FIF Acl
which retains the FFacility Improvement Fun
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Committee Observation
The Committee observed that Ksh. 5,457 402 from Level-4 Hospital FIF accounts was withheld
at the County level, contrary to Section 5 of the Facility Improvement Financing Act, 2023,
which requires all facility funds 1o be retained in designated FIF accounts.

Committee Recommendation
The Committee trecommends that:

The Committee recommends that the County Treasury to immediately refund the
withheld Ksh. 5457402 to the respective hospitals' FIF accounts. The County governor
must ensure full compliance with the FIF Act, 2023, and any county legislation on the same
must be aligned with the National Act as per the principle of consistency in Article 191 of
the Constitution.

14. Irregular Issuance of Bursaries to Secondary Schools
The County Executive allocated Ksh. 150,000,000 from the West Pokot Bursary
Education and Development Infrastructure Fund for capital infrastructure
development in secondary schools. This expenditure constitutes an unauthorized
activity, as the development, management, and infrastructure funding of secondary
cdocation falls exclusively under the functional mandate of the National
Government. This was contriry 1o Part 2, Paragraph 9 of the Fourth Schedule of
the Constitution of Kenya (20010%, which hmits the mandate of County
Governments to pre-primary education, village polytechmies. homecrafl centers,
and childcare facilities.

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

Management Response

The County Executive recognizes the constitutional provisions under the Fourth
Schedule (Article 185(2), 186(1), and 187(2)) which delineate the lunctions of
County Governments, including the responsibility ltor pre-pnmary education,
village polytechnics, homeeraft centers, and childeare facilines.

However, West Pokot County operates under unigue and pressing circumstances, As
one of the marginalized and and and semi-and land (ASAL) counties, the County
faces significant socio-economic challenges. including high illiteracy levels, low
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school retention rutes, limited access 1o educational infrastructure and cullural
practices such as carly marriages and banditry. These issues continue 1o hinder
access W and  completion of education, especially  for vulnerable and
disadvantaged lenrners.

In response to these challenges, the County Government enacted the Wesr Pokor
County Bursary, Education Development and Infrastructure Aci. 20023, wgether
with the West Pokor County Bursary, Education Development and Infrastructure
Fund Regulations, 2014, These legal instruments were developed to provide o
structured, transparent and accountable framework for supporting education
through bursaries and infrastructure development.

Furthermore, the County Government of West Pokot has entered into an
Intergovernmental Memorandum of Understanding with the Minstry of Education
which was guided and faciliated by the Intergovernmental Relations Technical
Commitiee (IGRTC) in partnership with Attorney General and consequently
reviewed by the Controller of Budget that enabled the bursary to incur the
expenditure towards infrastructural support as outlined by the West Pokot County
Bursary and Infrastructure Act which are attached for vour confirmation.

The prioritization of bursary support and education infrastructure has also been
consistently reflected in the County’s planning and budgeting instruments. The
County  Integrated Development Plan (CIDP) 2023-2027, the Annual
Development Plan (ADP) 2024-25. and the outcomes of public participation
lorums have all identified education as a critical area requiring strategic investment
to support secondary and tertiary education,

The impact of these interventions has been significant. The County has recorded
mmproved literacy levels, increased transition rates between primary, secondary,
and tertiary levels and a reduction in harmful cultural practices. Access to
education has notably improved, particularly in remote and previously neglected
wards. Going forward, the County Government remains committed to ensuring all
budgets are aligned with legal frameworks and Continued collaboration with
national government agencies.

Committee Observation
The Committee noted that allocating Ksh. 150,000,000 for secondary school infrastructure is an
wregular  expenditure as it falls ouwtside the county's constitutional mandate,  This
contravenes Part 2, Paragraph 9 of the Fourth Schedule of the Constitution, which limits
counties 1o pre-primary education,
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Committee Recommendation

|. The County Governor to cease the use of county Tunds for functions constitutionally
assigned to the National Government and ensure that all future expenditures strictly
comply with the functional mandates outlined in the Constitution of Kenya (2010).

2.The County Executive should provide a detailed justification and accountability for the
Ksh. 150,000,000 already expended and put in place internal controls to prevent recurrence
of such irregular expenditures within ninety (90) days of the adoption of this report.

15. Stalled Completion of Education Administration Office Block in Kapenguria
Review of records revealed that a local contractor was awarded a contract for the
construction of an education administration office block at Kapenguria to completion in May,
2015 at a contract sum of Ksh.52.457 964 for a peniod of three (3) years, The contract was
terminated in September, 2020 on the grounds that the contract period had lapsed vet the project
was not complete. At the time of contract termination, the contractor had been paid
Ksh.35.842.107.

In May, 2021, another contractor was awarded to do some works which included door and
window fixing, stonc pitching. plastering. painting and staircase and ramp linkage at a contract
sum of Ksh.4,999 960 for a perind of three (3) months where works valued ot Ksh.4,094.417
were completed.

Physical inspection in June 2025, approximately ten { 10} vears afler commencement, confirmed
the project was still incomplete and no contractor was on site,

In the circumstances, the value for money on the expenditure incurred on the delayed
construction of an education admimstration oflice bloek could not be confirmed.

Management Response

The project is practically complete. Provided 15 the completion certificate and
project photographs. The contractor will hand over the site upon payment of the
last certificate of pay, which is pending due to non-remittance of funds by the
Natonal 1reasury.

Committee Observation
The OAG informed the committee that the issue had been addressed.
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Committee Recommendation
The committee recommended the issue be marked as resolved.

16. Irregularities in the Drilling of Boreholes Projects
The Department of Water, Environment and Natural Resources utilized the force
account procurement method for drilling of fourteen (14) boreholes at a total cost
of Ksh.25,500,000 without adhering to the mandatory legal safeguards governing
this procedure. Review of the project documentation revealed that the Department
fanled 10 prepare essential technical documents, including bills of quantities, cost
estimates, technical drawings and water chemical analvsis. This was contrary 1o
Section 104 of the Public Procurement and Asset Disposal Act, 2015 and
Regulation 95 of the Public Procurement and Asset Disposal Regulations, 2020,
which provides conditions and required documentation for the lawful use of the
force account method of procurement.

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

Management Response

The department prepared bills of quantitics containing the cost estimates and the
technical drawings. Copies are provided for your confirmation.

Committee Observation

The commitiee observed that the management failed to provide water chemical analysis reporis
for 14 borcholes drilled at a cost of Ksh. 25.500,000. This is a fundamental omission that puts
public health at risk and contravenes the requirement for technical documentation under Section

109 of the Public Procurement and Asset Disposal Act, 2015,

Committee Recommendation
The Committee recommends thal; -

1. The County Governor to establishes a project management and monitoring System to
help in proper project concepiualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)

Regulations, 2005 within 90 Days from the date of adoption of this report:

2, The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cyele.
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17.5talled Completion of Pkopech Tourist Hotel and  Hospitality
Development Centre
Review of documents revealed that Management awarded a local contractor a
tender to construct Pkopoch Tourist Hotel and Hospitality Development Centre
at a contract sum of Ksh.352.123.565 on 15 May, 2015, However. the works
stalled at first floor superstructure and another contract was awarded 1o the
same contractor at o contract sum of Ksh. 19,691,777 1o carry out protection
works mt the project site with no contract period stated in the contract
agregment.
No documentation in support of the termination process were presented for
audit even though a second contract was awarded on the same project. The total
amount paid as at the time of audit was Ksh.84,740,392 which included
Ksh.17,722,599 paid for the second contract. Physical inspection in
September, 2025 revealed that the project had stalled at first floor
superstructure and the contractor was nol on site.
In the circumstances, the wvalue for money on the expenditure of
Ksh.B4,740,392 incurred on the project could not be confinmed.

Management Response
The management has included the proposal for completion of the Pkopoch Tounst
Hotel in the sector working report for 2026-2027 for the required financial
resources 1o be allocated.

Committee Observation

The Committee observed that Regulatuon 22, 20 (g) of the PFM Act County
Governments 2015 had been breached. In addition. the project remained
imcomplete even after venification and therefore there was no value for money.

Committee Recommendations
he commities recommends that:

I. The County Governor to establish a project management and monitoring System to help
in proper project conceptualization, planning, execution and timely completion of projects
as well as realization of value for money as provided for in the Public Finance
Management Act, 20012 and the Public Finance Management (County Government)

Regulations, 2015 within 90 Days from the date of adoption of this report;

2. The Office of the County Governor to prioritize completion of existing and stalled
projects and provide a budget for their completion and provide a status update to the

3o
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Auditor General within 90 davs of the adoption of this report;
3. The OAG to keep the matter in view and provide a status update to the Committee in
the subsequent audit cyele.

18. Irregularities in Implementation of Roads Projects

Review of ward-specific road construction projects under the Department of Roads revealed
systemic failures in project planning, execution, and monitoring. Ten (10) projects with a total
cost of Ksh. 14,895 834, remained incomplete due to inadequate funding and poor budgetary
planning. Further, several road constructions demonstrated significant regulatory and quality
control failures, with roads being opened through private properties without proper land
aequisition approvals and evidence of substandard workmanship compromising the integrity of
the works.

In the circumstances, the value [or money on the expenditure of Ksh. 14,895 834 incurred on the
road projects could not be confirmed.

Management Response

The schedule of the road works referred for the ward specific projects are listed
hereunder and the FESPONSES provided.
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S/mo| Scope of work Management Response
l. | Grading and Gravelling of Borrow pit tesled for Kahawa Box Culvert, no
Kipkorinva-Kaptuka road provision was made as the visual inspection
showed no change in quality.
2 | Completion of Timorwo- Manual reshaping works. No borrow material
Chepokoriong Road was used and no compaction required
3 Grading of Toriapkoi- Pusian- Grading works, no compaction or gravelling
Chepkopegh road improvement provided for in the contract.
and  maintenance  works  at
Toriapkoi Pusian Chepkobegh
4 Opening of Nakwapuu- Songolol Quantities were  fully  exhausted as per the
road contract. Completion of the project is expected
after inclusion in the 2025-2026 budget. Annex
12
3 Opening of Chichia Lotukum Road clearance and removal of unsuitable
road materials done 10 completion. Road
maintenance by grading and  structures
installation will improve the level of service of
the road. No conflict reported during and after
execution of works due o soccessful public
participation.
6 | Bush clearing of Muino- Kslet | Road construction followed a successful puhlin.:_
road participation  exercise.  The project  was
completed without any objection or complaints.
7 Opening ni‘_ﬁ‘iﬁk_ﬂﬂnyu cattle dfr'-":ﬁ:l.r: carthworks have hr.:m_n.:napl:t-:d, level of

Kipsakas

service of the road will be improved by grading,
gravellimg and structure mnstallation works. No
conflict arose during and after the execution
due to a successful public participation
exercise.
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8 Blasting/Dozer works at The contracted works are complete as per the

Kaplelach-  kasikach- contract documents.
Kadow road

9 Opening  of  mariny- Works contracted and executed following a
Kapunpun road successiul  public  participation  exercise. No

objection or formal complaint was made during
the public participation or during and afier
exccution of the works,

10 Opening  of  Chemokol- The contracted quantities were exhausted. The
Kaptum road * road requires additional funds for improvement.
Public participation and project execution were
undertaken successfully without complaints or
objections. Completion of the project will be
done in the FY 2025-2026: the budget has been
provided. Annex 13

o

Committee Observation

The Committee observed significant regulatory and quality control deficiencies, including
nstances where roads were opened through private propertics without proper land acquisition
approvals and cases of substandard workmanship that compromised the gquality and
sustainability of the road works. As a result of these shortcomings, the Committee concluded
that value for money for the expenditure of Ksh. 14,895,834 could not be confirmed, raising
concerns  regarding the effectiveness of project management and oversight within  the

Department.

Committee Recommendation

I'he Committee recommends that; -

L. The County Governor to establish a project management and monitoring System to help
in proper project concepiualization, planning, execution and timely completion of projects
as well as realization of value for money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 within 90 Days from the date of adoption of this report.

2. The OAG should Keep the matter in view and report in subsequent audits.

19, Irregularities in Implementation of Water Projects
Physical inspection of water projects implemented by the Department of
Water, Environment, Natural Resources and Climate Change, with a total
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contract cost of Ksh. 13,498,820 revealed svstemic failures in project execution
and quality control, resulting in non-functional or sub-optimally performing
assets, Key deficiencies included: multiple completed boreholes that were not
equipped, projects with unreliable water supply due to technical failures and
systems operating ol low pressure, severcly restricting water access for
imended beneficiaries, including primary schools and community points,

In the circumstances, the wvalue for money on the expenditure of
Ksh. 15,498,820 incurred on the water projects could not be confirmed,

Management Response

Contract

Contactor | Project Observations Management Response
sum
The project 15 complete
and  residents  draw
v o e e e v i
, O © U lunder  defects  liability
Installation supply of water is :
. ; y : period, The management
Geowoxs | of solar m unreliable as residents |
. : ; instructed  contractor 10
Consultants | Nakuyen 2499930 | go for days without
: make good the defects
Lud borchole - water. Further the water :
. . : before release of retention
Suam Ward pressure {rom the laps \ : :
x . money. The project is
15 low with only one (1) o \ing optimally
tap oul of Tour (4} laps I gopti
fixed releasing water at
very low pressure.
Drilling  of The
E borehole  in Borchole drilled. | management has
‘orce " : .
m‘:"mm Kasiyovowo | 2,000,000 | However, equipping has | budgeted for equipping
i . -
- Suam not been done. uf the borehole in the FY
Ward 2025-2026 Annex 18

314




Contract

Contactor | Project L Observations Management Response
Renovation Water  supply 1o | The project  was  still
of — Kipsakas Primary | under  the  defect’s
— i school and the | linbility period as at the
Kwilats ‘snd communily water point | period  of  audit.  The
pipii]ng s 15 unreliable  with | management  instructed

Deecell Kaplzin 499 980 beneficiaries not being | the contractor 10 make

Enterprises corter 2l ' able to draw water for | good the defects before
Kinsakas days. Auodit verification | release of  retention
F;m reverled  that  some | money, The pipeline was
suhm:llv . sections ol the pipeline | rep and the beneficiaries
Sivoi Ward are broken and were |are now able to draw

. leaking. water sufficiently,

Drilling.

water guality =

testin ;< e projct i comploe The secondary

m.lurii‘atiﬂn G IChiels e school :nmmitt‘:e

L&I’ Totum Wor fri e waler mandmted 1 w:n:f:

; N §
Manzil | borchole and point. However, thel i of th
. 4 : ageme o ¢

Holdings | distribution | 4,999,110 :-:uppl_}' o e \t'uli:rgpmin:cl allows for
LT unreliable as  Totum R bof

Limited of water o Primary  School and rationing of the water
Icftum O e between  the  primary
Primary and . " | school and the

. points  lack water lor ,
community— Commmunity,
Mnagei cays.

Ward
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Contactor | Project ::;um"lmﬂ Observations Management Response
The project is complete
and  residents  draw
Installation waler [rom the water The  project
of 10,000 point. ?upply of water Wik S i llhl.!
Lirs  tank, to Mading dispensary is deticti: Nabitity patibd.
structure, reliable. However, the :
2 The management
PIRIOS. supplly of me‘.er i.“ instructed contractor 1o
Hydronice maotor pump Mm:llpg Primary  is maks: good the. dsfects
-t and  solar | 2999800 | unreliable and
Limited g - before release of
with  three extension 1 the ;
water points community water point rl?lcﬂlm:n I Thu
a Mading is not in use as it does F‘F;-" hl:'rt I:;..;m T:IF“::' T
borchole- not receive water. Audil :::Iiﬁ:d Th: hu::hi:I:
Kapchok verification  revealed Vet e o
Ward that- there_are sections | PP e ORUmally.
of the extension that
have broken pipes.
Drlling  of The
Force Bor¢hole  at Borehale | Idrillr:d. management | I.ms
G Lokitedel- 1000000 | However, quipping has | budgeted Tor equipping
Kapchok not been done. of the borehole in the FY
| Ward 2025-2026. Annex 18
Drilling  of The management has
fices Borehole  at Borehole drilled. | installed a hand pump
Rocond Cheptokol- | 1000000 | However, equipping has | and residents are now
Kapchok not been done. drawing water from the
Ward borehole.
Total 15,498,520
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Committee Observation
The OAG informed the committee that the matter had been addressed.
Committee Recommendation

The committee recommends that the matier be marked as resolved.

1. Delayed Completion of Construction of a Modern Mortuary at
Kapenguria Referral Hospital

Review of documents revealed that the Department of Health and Sanitation awarded a contract,
tor the construction of a modermn mortuary at Kapenguria Referral Hospital at a contract sum of
Ksh.14,356,156 on 4 April, 2024 with a 180-day completion period, from

4 Apnl. 2024 1o 5 October, 2024, However, physical inspection in the month of June, 2025,
revealed that the project was incomplete at about 99% completion level. The comtractor had been
paid Ksh.6,855,607 while a second payvment certificate for Ksh.7, 348,166 remained unpaid.

Audit also revealed that critical components were omitted from the original contract such as a
walkway linking the mortuary to the Hospital wards and landscaping due 1o the site’s topography
for safe and accessible use.

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

Management Response

The management has provided for financial resources to procure contractors (o execute the
works omitted in the onginal contract which include access roads, drainage works and a sentry
house. In order to operationalize the facility. a further funding for equipping of the mortuary has
been appropriated in the current budget for the FY 2025/2026, Budgel extracts are provided for
your confirmation.

Committee Observation

The construction of the modern mortuary at Kapenguria Referral Hospital remained incomplete
beyond the contract period and omitted critical components such as a walkway linking the
mortuary to hospital wards and landscaping works, raising concerns over project planning and
value for money of the expenditure incurred.

Committee Recommendation

The committee recommends that:
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1) The County Governor to establish a project management and monitoring System o
help in proper project concepiualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 within 90 Days from the date of adoption of this report;

2) The Office of the County Governor to prioritize completion of existing and stalled
projecis and provide a budget for their completion and provide a status apdate to the
Auditor General within %0 days of the adoption of this report:

3) The OAG 1o keep the matter in view and provide a status update to the Committee in
the subsequent audit eycle.

2. Unused Elevated Tank and Plumbing at Paraywa Dispensary in Sivoi Ward
Review of documenits revealed that the Department of Health and Sanitation awarded a contract
for the construction of a septic tank, elevated tank and plumbing system at Paraywa Dispensary
al & contract sum of Ksh.2,499.591 which was fully pad by 30 December, 2014, However,
physical inspection in the month of June 20235 found the completed facility non-operational
because it lacked a water source. Further, the depariment had not budgeted for this essential
component.

In the circumstances, the value for money on the expenditure of Ksh.2,499.591 incurred on the
construction of a septic tank, elevated tank and plumbing svstem project could not be confirmed.

Managemenl Response

The management has made a budget provision in the current FY 20252026 for drilling and
equipping of a borehole at Paraywa centre to serve the dispensary and other public msttutions,
Budget extracts are provided for vour confirmation,

Committee Obhservation

The septic tank, clevated tank, and plumbing svstem constructed at Paraywa Dispensary at a cost
of Ksh.2,499,591 remained non-operational due to lack of a water source, raising concerns over
project planning and value for money of the expenditure incurred.

Committee Recommendation

The committee recommends that:

1} The County Executive establishes a project management and monitoring System lo
help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance
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Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 within 90 Days from the date of adoption of this report;

1) The Office of the County Governor to prioritise completion of existing and stalled
projects and provide a budget for their completion and provide a status update to the
Auditor General within 90 days of the adoption of this report;

3) The OAG to keep the matter in view and provide a status update to the Committee in
the subsequent andit cyele.

3. Unused Kruru Dispensary in Riwo Ward
Review ol documents revealed that the Department of Health and Sanitmion awarded a contract
for the construction of Kruru Dispensary at a total cost of Ksh, 5,999,137, with the final payment
mide i February, 2025, Physical inspection in the month of June 2025 confirmed that the
building was constructed as per the bill of quantitics, However, the dispensary remained non-
operational as the project failed 1o provide for essential utilities and resources including water,
electricity, medical equipment and stafT.

In the circumsiances, the value for money on the expenditure of Ksh.5.999.137 incurred on the
construction of the dispensary could not be confirmed.

Management Response

The management acknowledges the audit findings and is working 10 include the missing
essential services in the sector report for 2026-2027 in order for financial resources 10 be
allocated.

Committee Observation
The committee observed that although Kruru Dispensary was constructed as per the bill of
quantitics at a cost of Ksh.5.999,137, the facility remained non-operational due to lack of
essential utilities, medical equipment, and stafl, raising concerns on planning and value for
money of the expenditure incurred

Commitice Recommendation

The comminee recommends that;

1) The County Governor to establish a project management and monitoring System to
help in proper project conceptualization, planning, execution and timely completion of
projecis as well as realization of value for money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 within 90 days from the date of adoption of this report;
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2) The Office of the County Governor to prioritise completion of existing and stalled
projects and provide a budget for their completion and provide a status npdate to the
Auditor General within 90 days of the adoption of this report;

31 The OAG to keep the matter in view and provide a status update to the Commitice in
the subsequent andit cvele.

4. Delayved Operationalization of Nasukuta Export Abattoir Project
Review of records revealed that the Nasukuta Export Abattoir project was initiated in 2018 with a
total project cost of Ksh.214. 400,000 with an onginal completion date of March 2022,
However, the project remained mcomplete with the contract for the supply and installation of
export processing equipment remaining outstanding. This deliciency renders the entire abattoir
facility non-operational, despite the substantial investment compnsing of Ksh. 110,000,000 of
European Union grant and Ksh,62,000,000 in County counterpart funding.

In the circumstances, the value for money on the expenditure imcurred on the project could not
be confirmed,

Management Response

The Nasukuta Export Abattoir project is 98% complete with its main challenge being the seed
capital to operationalize the facility. The County Government continues to look for investors
and stakeholders to partner or collaborate with for purpose of operationalizing the Abattoir.
Recently the County Government management led delegation of its high-ranking officials with
pssistance of Kenva Investment Authority (Keninvest) and held a strategic meeting with
Jordanian Ambassador on operationalization of Nasukuta Export Abattoir. In addition to other
strategic meetings with the Kenva Meat Commission. Correspondences are provided as

On the supply and installation of export processing equipment, the County Government through
is intervention has initiated termination for the contract to supply and installation of export
processing equipment as the contractor has not supplied all the required items within the
stipulated period citing unavailability of fabrication materials, delaved delivery of imported
equipment and unexpected increase in fuel and steel prices bevond their control. The termination
ol the contract will allow for re-tendering and supply of the outstanding equipment by another
contractlor.

Committee Observation
The Commitiee observed that Nasukuta Export Abattoir project remained incomplete and non-
operational due to failure 10 supply and install export processing equipment despite substantial
nvestment from the European Union grant and County counterpan funding. raising concerns on
project implementation and value for money of the expenditure incurred.
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Committee Recommendation

The committee recommends that;

Iy The County Governor to establish a project management and monitoring System 1o
help in proper project conceptualization, planning. execution and timely completion of
projects as well as realization of value Tor money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management {(County Government)
Regulations, 20015 within 90 Days from the date of adoption of this report;

2} The Office of the County Governor to prioritise completion of existing and stalled
projects and provide a budget for their completion and provide a status update 1o the
Auditor General within 90 days of the adoption of this report;

3} The OAG 1o keep the matter in view and provide a status update to the Committee in
the subsequent andit cycle.

5. Delay in Completion of Construction of Governor's Office Complex

Review of records revealed that the County Executive awarded two contracts for the

construction of the Governor's Office Complex 1o the same local contractor: Phase | was

awarded on 4 June. 2019 at a contract sum of Ksh, 198,475,572 while Phase 11 was awarded on

12 April, 2024 at a contract sum of Ksh.20,000,000,

Physical inspection of the project in the month of August, 2025 and review of original bill of
quantities revealed that, the County Executive changed the office complex Noors design from
the mnitial six (6) story building to a four {(4) story building. However, the revised architectural
design and plan, revised B, project implementation committee minutes and recommendations
and accounting officers” approvals for the changes were not presented for audit review, The
project was incomplete and had stalled while the contractor was not on sile.

In the circumstances, the value for money on the expenditure incurred on the project could not
be confinmed.

Management Response
The management did not provide any response.
Commitiee Observation

The committee observed that the management did not provide a response 1o this query. In
addition, the construction of the Governor's Office Complex stalled following an unauthonized
change of the building design from six to four storey without supporting revised designs, bills of
quantities, and approvals, rmising concerns over project management and value for money of the
expenditure incurred.
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Committiee Recommendation

The committee recommends that;

1} The County Executive establishes a project managemeni and monitoring System to
help in proper project concepiualization, planning, execution and timely completion of
projects as well as realization of value Tor money as provided lor in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 within 90 Davs from the date of adoption of this report:

2} The Office of the County Governor to prioritise completion of existing and stalled
projects and provide a budget for their completion and provide a status report update
to the Auditor General and Senate within 90 days of the adoption of this report;

3} The OAG to keep the matter in view and provide a status update to the Committee in
the subsequent aundit cyele.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

1. Inadeguate Facilitation of Internal Audit Department

The mternal audit function was under-resourced with only two (2) stall members, severely
constrainimg its capacity 1o execute the approved annual work plan. Further, the budget lacked
provision for essential operational requirements with no dedicated motor vehicle and fuel
allocations, fundamentally impeding its mobility and field audit capabilities. This was contrary
1o Regulation 167(8) of the Public Finance Management (County Governments) Regulations
2005, which mandates that sccounting oflicers ensure the audit commuttee and internal audit
function are adequately funded and supported.

In the circumstances, the effectiveness of the internal audit function in eénsuring presence of
strong internal controls could not be confirmed

Managemen! Response
The management responded that it deploved @ motor vehicle w the unit, enhanced its budget
allocation and approved its indent for recruitment of the optimum required staffing levels.
Budget extract was provided
Committee Observation
The Committee observed that this situation was contrary 1o Regulation 167(8) of the Public
Finance Management (County Governments) Regulations, 2015, which requires Accounting
Officers 1o ensure that the internal audit function and aundit committee are adeguately funded and
facilitated to perform their duties effectively.
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Committee Recommendation,

The Committee recommenids that the County Governor to strengthen the Internal Audit
function by providing adequaie staffing, budgetary allocations, and operational resources,
including transport and logistical support, to enable the unit to effectively implement its
andit work plan and enhance oversight over the County's financial management systems
in compliance with the Public Finance Management (County Governments) Regulations,
2015 and provide status report to the Senate and Auditor General within %0 davs of the
adoption of this report.

2. Lack of Updated Project Implementation Status Report

Review of records revealed that Management failed to prepare the mandatory monthly progress
reports on all procurement contracts. Further the project implementation status report lacked
critical details including the contract description, number, value, commencement date, current
status, amount pawd, and expected completion date. This was in violation of Regulation 140{1)
of the Public Procurement and Asset Dhisposal Regulations, 2020, which requires the head of the
procurement function to prepare and submit such detailed monthly reports to the accounting
officer,

In the circumstances, the effectiveness of Management in monitoring and control of projects
implementation could not be conlinmed.

Management Response

The management has been prepaning annual project implementation status, Consequently, the
procurement unil has been tasked to comply with Regulation140{1) of the PPADR, 2020 by
preparing monthly progress reports

Committee Observation

The committee observed that the management did not prepare progress reports for  procurement
contracis,

Commitiee Recommendation

The commintee recommends that:

The County Governor o establish a project management and monitoring System to heip
in proper project concepiualization, planning, execution and timely completion of projecis
as well as realization of value for money as provided for in the Public Finance
Management Act, 2012 and the Public Finance Management (County Government)
Regulations, 2015 and provide status report to the Senate and Auditor General within 90
Days from the date of adoption.
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