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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

b 18

I R



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
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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

40




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

13




PAPERS LAIL |

DATE |
TABLED BY |

e ——

- |
COMMITTEE |

e

i

OLERK &1 THE TAOLE

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,

&l



PAPERS LAL!

~ DATE
[AQLED BY

—r—mar

COMMITTEE |

LERK AT THE TASLE

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.

13



PAPERS LAID

DATE |
TABLED DY |
COMMITTEE |
= |

CLERK AT THE TABLE |

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,













































































































































































































































































































































































































































































































































































































































































































































