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Under Expenditure

Pending Bills

Unsupported

expenditure
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Unbudgeted
Expenditure
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Irregular Payments
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(Excess)

expenditure/expenses

Under reporting of

revenue

Uncompleted/stalled
projects
Nugatory
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Qualified Opinion
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Simplified Meaning

Non-utilization of funds allocated for a specific purpose hence denying
the public services/goods required

This arise as a result of failure to make payments after more than 90
days credit time usually provided by the suppliers of Goods /services
rendered but which the payments are not honoured.

Expenditure incurred no supporting documents to confirm/support such
expenditures or no such documents were availed for audit purposes
Revenues collected but not deposited in the official County
Governments revenues accounts

Expenditures incurred on goods or services which were not included in
the budget

Money advanced to public officials but not accounted for/surrendered
as required contrary to the PFM regulations

Expenditures incurred without following the due procedures put in place
Expenditures incurred over and above the amount provided in the
budget

Expenses that cannot be accounted for, or goods were delivered but not
recorded upon receipt

Revenue collected but not submitted to the county revenue fund,
revenue collected and utilized at source or revenue differentials that
could not be accounted.

Projects which are started but are abandoned midway hence no value to
the public leading to wastage or variation

Expenditures or financial losses that could have been avoided with
better planning which may include payment of penalties and interests
This arises when the Auditor General is satisfied with documentation
presented for review. It implies that there are no major problems with
documentation and information that were presented for assessment and
the funds are managed properly.

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

An adverse opinion occurs when the Auditor General is able to 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. This 1s equivalent to scoring a
pass in an examination. Oversight institutions are concerned to
recommend remedies to address such anomalies and systems.

A disclaimer is when the auditor is unable to review fully an entity’s
documentation because there is a substantial amount of information that
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1s missing. The absence of information makes it hard and difficulty for
the Auditor General to make an opinion. In other words, the auditor feels
unable to determine whether the situation 1s qualified or adverse because

the paperwork is not adequate.



PREFACE
Mr. Speaker Sir,
Parliamentary Committees are created as per Article 124(1) of the Constitution which
empowers each House of Parliament to establish Committees and make Standing
Orders (SO) for the orderly conduct of its proceedings, including the proceedings of its
Committees.
The Senate County Public Accounts Committee is established pursuant to Standing
Order 193 of the Senate Standing Orders and 1s mandated: -
a. Pursuant to Article 96(3) of the Constitution, to exercise oversight over national
revenue allocated to the county governments;
b. Pursuant to Article 229(7) and (8), to examine the reports of the Auditor-General
on the annual accounts of the county governments;
c. Toexamine special reports, if any, of the Auditor-General on county government
funds; and
d. To exercise oversight over county public accounts.

Mr. Speaker Sir,
The membership of the Committee comprises of the following Senators: -

1. Sen. Moses Otieno Kajwang’, CBS, MP - Chairperson

2. Sen. Johnes Mwashushe Mwaruma, MP - Vice Chairperson
3. Sen. Mwenda Gataya Mo Fire, CBS, MP - Member

4. Sen. Fatuma Adan Dullo, CBS, MP - Member

5. Sen. (Dr.) Lelegwe Ltumbesi, CBS, MP - Member

6. Sen. Okong’o Mogeni, CBS, SC, MP - Member

7. Sen. Enoch Kiio Wambua, CBS, MP - Member

8. Sen. Samson Kiprotich Cherarkey, MP - Member

9. Sen. Edwin Watenya Sifuna, CBS, MP - Member

The Committee Secretariats comprises of the following Parliamentary Service
Commission officers-

Committee 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 and Other Select Committees
3) CPA. Joash Kosiba - Chief Fiscal Analyst

4) Mr. George Otieno - Principal Clerk Assistant II

5) Mr. David Angwenyi - Clerk Assistant |

6) Mr. Crispus Tima - Clerk Assistant |

7) Mr. Kevin Kibet - Clerk Assistant II

8) Mr. Malcolm Ngugi - Legal Counsel

9) Mr. Hussein Salat - Fiscal Analyst II

10)Ms. Keziah Muthama - Fiscal Analyst 111

11)Ms. Joan Mahinda - Research Officer II1

12)Ms. Annete Khayela - Research Officer 111
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13)Mr. Osman Hire - Research Officer I11
14)Mr William Zenton - Audio Officer
15)Mr. John Chege - Serjeant-at-Arms
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Mr. Speaker Sir,

The County Public Accounts Committee being a Select Committee, the Committee was
constituted at the commencement of the Fourth Session in February, 2025 pursuant to
Senate Standing Order 193(4) which requires Public Accounts Committee constituted
immediately after a general election shall serve for a period of three sessions and that
constituted thereafter shall serve for the remainder of that term of Parliament. Therefore,
the committee commenced its sitting on February ,2025

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 ex-post
scrutiny of County Government Budgets.

Mr. Speaker Sir,

The Committee largely relies on the report of the Auditor General, the Controller of
Budget, the Technical Brief by the Parliamentary Budget Office (PBO), and other
stakeholders as key instruments for its ex-post scrutiny of County Governments'
Budgets.

Mr. Speaker Sir,

The reports of the Auditor General on the county governments reports is divided into
three (3) main sections. The first section covers the report on the financial statements
which provides a view on whether the financial statements present a true and fair view
of the financial position and performance of the entity, whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect on
the financial statement financial soundness of statements.

Secondly, the report on lawfulness and effectiveness in the use of public resources
confirms whether or not public money has been applied lawfully and in an effective
way and whether or not, in all material respects, the activities, financial transactions,
and information reflected in the financial statements comply with the law and other
authorities that govern them as provided under Article 229(6) of the constitution on
lawfulness and efficiency.

Finally, the report on internal control, risk management, and governance will give an
assurance on the effectiveness of internal controls, risk management, and overall
governance at the national and county levels as required under section 7(1) (a) of the
Public Audit Act,2015.

Mr. Speaker Sir,

The Public Sector Accounting Framework/Standards

The National Treasury in consultation with the Public Sector Accounting Standards
Board issues templates to guide the county governments in their financial statements
and reporting which are in accordance with the Cash Basis of Accounting Method under
the International Public Sector Accounting Standards (IPSAS).
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The guidelines and standards are intended to enhance the quality of financial reports
and improve compliance with internal controls within the public sector. The financial
statements include the following:-

a) A statement of receipts and payments - financial performance;

b) A statement of financial assets;

c) Statement of cash flow;

d) County's own source revenue financial position;

e) A statement of changes in net assets;

f) A statement of accounting policies and notes to the financial statements; and

g) A statement of performance including entity’s statements on processes and

systems audit against predetermined objectives.

Mr. Speaker Sir,

Accounting Officers are required to prepare financial statements in a form that
complies with the relevant accounting standards prescribed and published by the
Public Sector Accounting Standards Board in accordance with the Public Finance
Management Act, 2012.

The Accounting Officers are required to abide by the laid down formats of reporting
which the Auditor General uses to assess the financial statements presented. In this
regard, the accounting officers should institute strict measures to ensure that their
respective county governments put in place proper record-keeping systems and
adherence to the Public Sector Accounting Standards Board in accordance with the
Public Finance Management Act, 2012 and ensure strict adherence to Section 149 of
the PFM Act.

Management is responsible for preparing and presenting fair financial statements and
for internal controls to ensure that they are fair, fully disclosed, and free from fraud
and errors.

Mr. Speaker Sir,

The Objectives of the Audit Report

The overall objective of all these legal provisions is to ensure that public finance is
geared towards the promotion of fairness, openness, and transparent use and
utilization of public funds within the county governments and the public sector as a
whole. In particular, the Public Procurement and Asset Disposal Act of 2015 entails
the acquisition of goods and services in a manner that enhances access, competition,
and fairness and results in value for money for overall benefits to the citizens.

Specifically, the report seeks to:

1. Assess whether the management framework for financial reporting and audit
responsibility is in place;
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1. Check compliance with regard to soundness of financial management
including compliance with relevant legislations, policies and guidelines
within the devolved units (the county governments); and

1. Assesses the extent to which a framework in place meets the set requirements
and functions as intended.

Mr. Speaker Sir,
The following framework has been used to analyse the Audit reports —

(a) Adherence to the legal framework: - Chapter twelve of the Constitution and
respective legislations not only guide Public Financial Management in Kenya
right from the budget process at preparation to execution but also accounting
for the resources both at the national and at the county level. The analysis will
evaluate to what extent accountability of resources adheres to the legal
framework.

(b) Adherence to the standards by the form and format of audit reports of
counties:- The audit reports of counties are expected to follow the set
standards by the Auditor General and which are expected to be uniform across
all counties. The evaluation and analysis will be on how many counties are
following this format.

(¢) Fiduciary Risk: This will be an assessment on the level of misapplication
and misappropriation of resources. This relates to the likelihood that funds are
not used for the intended purpose, do not achieve value for money and are not
properly accounted for.
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EXECUTIVE SUMMARY

The County Public Accounts Committee (CPAC), exercising its constitutional mandate
under Article 124(1) of Kenya's Constitution, conducted a comprehensive analysis of
Auditor-General reports for all 47 counties during the Financial Year 2023/2024. This
rigorous examination revealed systemic weaknesses in public financial management
across county governments, with a staggering cumulative fiduciary risk exposure
of Ksh. 532.67 billion as shown in Annex 1.0 of this report. Nairobi County emerged
with the highest exposure at Ksh.157.36 billion, followed by Kakamega (Ksh. 41.52
billion) and Machakos (Ksh. 28.27 billion), while Murang'a (Ksh. 5.27 million) and
West Pokot (Ksh. 115.57 million) recorded the lowest exposures.

The Committee’s detailed analysis of select audit issues identified Ksh. 87.13 billion in
particularly egregious violations as shown in annex 2.0 of this report, categorized as
follows:

a) Irregular Expenditure: Ksh. 39.09 billion (44.9% of total violations);

b) Unsupported Expenditure: Ksh. 4.97 billion;

¢) Unbudgeted/Excess Expenditure: Ksh. 13.93 billion;

d) Stalled Projects: Ksh. 7.59 billion; and

e) Value for Money Concerns: Ksh. 9.57 billion.

The Committee uncovered multiple layers of financial mismanagement, including:

1. Financial Reporting Deficiencies: There is widespread failure to maintain
accurate financial records, with significant discrepancies between financial
statements and IFMIS balances. Many counties presented incomplete
documentation during audits, rendering verification impossible.

2. Procurement Violations: Systemic breaches of the Public Procurement and
Assets Disposal Act (2015) through irregular single sourcing, contract splitting,
and unauthorized variations.

3. Budgetary Non-compliance: Frequent reallocation of development funds to
recurrent expenditures without County Assembly approval, coupled with severe
under-absorption of development budgets.

4. Human Resource Mismanagement: Rampant irregular recruitment practices
leading to ghost workers, excessive casual employment beyond legal limits, and
improper compensation, including overpayment of allowances.

5. Wage Bill Crisis: Only 11 counties complied with the 35% wage bill ceiling,
while 16 counties exceeded 50% of their revenue on wages, severely
constraining operational and development budgets.
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6. Asset Management Failures: Lack of updated asset registers for both inherited
and newly acquired assets, exposing counties to significant risks of
mismanagement and loss.

7. Revenue Collection Shortfalls: Persistent failure to collect outstanding
revenues (property rates, land rates, mineral royalties) due to ineffective
enforcement and outdated valuation rolls based on historical rather than current
market values.

8. Pending Bills Crisis: Accumulated pending bills totaling Ksh. 181.9 billion
(Ksh. 179.87 billion by County Executives and Ksh. 2.11 billion by County
Assemblies), threatening county creditworthiness and service delivery.

The Committee identified particularly troubling practices, including:
(i) Processing payments outside the IFMIS platform, circumventing financial
controls;
(i1) Irregular imprest management with multiple unrecovered advances;
(iii) Unauthorized funding of the Council of County Governors; and
(iv) Incomplete and non-utilized projects representing significant wasted
investments.

These findings paint a concerning picture of financial governance at the county level,

revealing both systemic weaknesses in financial management systems and potential
instances of malfeasance.
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