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unpaid balances and status ofthe cases. The County Executive has been sued and so many cases

are in court which have remained undisclosed in their flnancial records.

In the circumstances, the accuracy and regularity of the legal fees arnount of Kshs. 140,507,214

paid could not be confirmed.

Management response

Management stated that during the period under review, the County paid Kshs. 100,000,000 as

part settlement of a contingent liability amounting to Kshs. 756,757,420 which had been

disclosed in a previous audit report. The liability arose from a decretal sum issued by the court

in a case between the County Govemment and Mico Leopard Hotel, which was determined

against the County. Management explained that since the case was not contractual in nature, the

amount did not attract withholding tax.

Management further stated that all amounts paid on legal cases, including Kshs.40,507,2 14,

were disclosed under Use of Goods and Services within Other Operating Expenses. A

supporting ledger for Other Operating Expenses, provided during the audit, included the said

amount.

Management maintained that there was an approved budget under the Department of Public

Service and Legal Administration which was used to pay the legal fees.

In addition, Management indicated that supporting documentation for the payments, including

payment vouchers, requisitions, taxed amounts, unpaid balances, and status of the cases, was

available for audit review.

Com m ittee Observations

The Committee observed that:

l) The County Executive made payments totalling Kshs.40,507,214 for legal cases that were

not disclosed as contingent liabilities in the financial statements. This omission is a

contravention of Paragraph 46 of IPSAS l9: Provisions, Contingent Liabilities and

Contingent Assets, which requires an entity to disclose a brief description of the nature of
contingent liabilities and an estimate of their financial effect.

2) The payment of Kshs. 140,507,214 was made against budget lines that were either

unapproved or non-existent. This action violates Section la9Q)@) of the Public Finance

Managemenl Act,2012, which mandates an accounting officer to ensure that all expenditure

made by the entity is lawful and authorised, and Article 201(d) of the Constitution which

requires that public money be used in a prudent and responsible

Committee Recommendations

The Committee recommends that;
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l) The Ethics and Anti-Corruption Commission (EACC) conduct an investigation into the

Kshs 140,507,214 paid against non-existent budget lines to identify the beneficiaries and

recover any embezzled funds. The Commission should also investigate the non-

disclosure of Kshs 40,507,214 in legal liabilities as possible falsification of public

records, recommend prosecution of any culpable officer(s), and submit a status report

to the Senate and Auditor-General within 90 days of adoption of this report.

2) The County Governor undertakes administrative action against the responsible

officer(s) who failed to prepare and submit accurate financial statements at the time of
audit in accordance with section 156 of the Public Finance Management Act, 2012 and

provide a status report to the Senate and Auditor General within 90 days of the

adoption of this report.

3) The County Executive Committee Member (CECM) for Finance must, in future

budgets, make a provision for contingent liabilities in respect of legal fees, pursuant to

Regulation 25(2)(e) of the Public Finance Management (County Government)

Regulations, 2015, which requires the inclusion of a statement of fiscal risks, including

a list of contingent liabilities, in the County Fiscal Strategy Paper.

2.0 Missing Information on Level l, 2 and 3 Hospitals

The statement of financial performance reflects transfers to other Government entities amount of
Kshs.766,171,028 which includes others (FIF) amount of Kshs. 108,648,141 and transfers to

other County Government entities amount of Kshs. 529,412,779 as disclosed in Note 1l to the

financial statements. The transfers amount of Kshs. 529,412,779 further includes Donor

(DANIDA) funds amount of Kshs. 29,495,006 also transferred to primary healthcare facilities.

In the circumstances, the accuracy and completeness of transfers to other Government entities

amount of Kshs. 138,143,147 could not be confirmed.
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However, Authority to Incur Expenditure (AIEs), payment vouchers, stores receipts vouchers

(Sl3) and project implementation status reports were not provided for audit review. In addition,

various medical services, key personnel and equiprnent in the Hospital on key services required

in level 1.,2 and 3 Hospital, the staffin-s, levels, the equiprnent at the facilities as prescribed by

the Kenya Quality Model for Health Policy Guidelines, bank reconciliations and

reimbursements amount on claims fiom Social Health Authority (SHA) and Social Health

Insurance (SHI) were not provided for audit.

Management response

Management stated that during the period under review, the County,, through the Department of
Health, transferred Kshs. 29,495,000 as DANIDA funds to various health facilities within the



DATE

County and reported Kshs. 108,648.141

lacilities.

l1 utl (FIF) for Level 3

Management indicated that details relating to expenditure incurred by the respective facilities,

including Authorities to Incur Expenditure, payment vouchers, and store records, were provided

fbr audit review.

Further, Management stated that information relating to staffing levels in Level 1, 2, and 3

health facilities was provided for audit review

Additionally, Management indicated that data relating to Social Health Authority and Social

Health Insurance reimbursements, including claims made to hospitals, was provided for review.

Committee Observations

The Committee observed that management failed to provide key accounting documents to the

auditors, including Authorities to Incur Expenditure (AIEs), payment vouchers, and stores

receipt vouchers (Sl3) for the transfers to health facilities. This failure is a breach of Section

62(lxb) and (c) of the Public Audit Act,2015 (Cap.4128), which creates an offence for a

public officer to fail, without reasonable excuse, to provide documents required by the Auditor-

General.

Committee Recom mendations

The Committee recommends that;

l) The County Governor undertakes administrative action against the responsible

officer(s) who failed to provide documents to the auditors in accordance with section

156 of the Public Finance Management Act, and provides a status report to the Senate

and Auditor General within 90 days from the adoption of this report.

2) The Directorate of Criminal Investigations (DCI) investigates breach of section 62(l)(b)

and (c) of the Public Audit Act (Cap.4128) by the county public officers, and where

criminality is established, refer the matter to the Director of Public Prosecutions for
prosecution.
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3.0 Unreconciled Long Outstanding Refund on Borrowing

The statement of financial position and as disclosed in Note l5 to the financial statements

reflects receivables from non-exchange transactions balance of Kshs. 1,650,794,342 which

excluded borrowings by Meru Micro-finance Corporation balance of Kshs. 1,400,000. Review

of records revealed that the amount was borrowed fiom the County Executive to pay salaries for

the Corporation employees in March,20l8. However, no satisfactory explanation was given

why the debt was not settled by 30 June, 2025. This was contrary to Section 201(d) of the
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Constitution of Kenya,20l0 which provides that public money shall be used in a prudent and

responsible rvay.

ln the circumstances, the accuracy and regularity of the long outstanding debtors balance of
Kshs. 1,400,000 could not be confinned.

Management Response

Management stated that the County correctly reported Kshs. 1,650,194,322 as receivables from

non-exchange transactions.

Management further stated that a review of records held by both the County Executive and Meru

Micro Finance Corporation showed that no amount of Kshs. 1,400,000 was borrowed by the

Corporation to pay March 2018 salaries as reported.

Management indicated that bank statements for both entities for the months of March and April

2018 did not reflect such a transaction, thereby demonstrating that the alleged borrowing did not

take place.

Management therefore maintained that the accuracy and regularity of receivables from non-

exchange transactions was not in doubt.

Committee Observations

The Committee observed that:

l. An amount of Kshs. 1,400,000 was erroneously classified in the financial statements,

creating a misrepresentation of the financial position. This contravenes Regulation 4l of the

Public Finance Management (County Governments) Regulations, 20 15, which requires that

financial transactions be classified according to the standard chart of accounts to ensure

accurate reporting.

2. The misclassification and inaccurate reporting constitute a failure in the duty of the

accounting officer to ensure that the entiry keeps financial and accounting records that

comply with the law, as required by Section 149(2)(b) of the PFM Act,2012.

Committee Recommendations

The Committee recommends that;

l) The Institute of Certified Public Accountants (ICPAK) takes action(s) against CPA

Charles Mwenda (ICPAK No.20l9l) and CPA Douglas Kobia Domoziano (ICPAK No.

10401) for misrepresentation of financial statements which constitutes professional

misconduct pursuant to Section 8 (a) and 30 of the Accountants Act CAPS 531 and

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

report.
749



PAPEF:

IF

\l
easury, should identify the

training needs of staff serving in the Finance Department and initiate capacity-building

programmes to prevent future misclassification and reporting errors, as recommended

under Regulation 5 of the PFM (County Governments) Regulations,2015. This should

be completed within 90 days of the adoption of this report.

3) The County Executive Committee Member (CECM) for Finance should take

immediate steps to correct the error, ensuring that the Kshs. 1,400,000 is properly

reclassified and reported as a grant in the financial records. A status report confirming

this correction should be submitted to the Auditor-General within 90 days of the

adoption of this report.

In the circumstances, the accuracy and completeness of trade and other payables balance of

Kshs. 3,415,572,399 could not be confirmed.

Management Response

Management stated that during the period under review, the County reported trade payables

amounting to Kshs. 3,428,210,299, which were supported by a detailed ledger provided for audit

review.

Management acknowledged that the County reported Kshs. 1,741,933,778 as pending bills to

the Office of the Controller of Budget. The variance between the trade payables figure and the

pending bills reported was attributed to payments that were requisitioned in June 2025 but were

actually paid in July 2025.

Management explained that, for purposes of preparing the financial statements, the amounts

werc treated as payables since payment had not been made as at 30 June 2025. However, for

reporting to the Office of the Controller of Budget, the amounts were excluded from the pending

bills list because the funds had already been approved within the year under review.

Management further indicated that a reconciliation of the two figures was provided for audit

review, including a supporting ledger for Kshs. 1,686,276,521 relating to payments made in July
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2) The County Governor, in conjunction with the

4.0 Unsupported Trade and Other Payables

The statement of financial position reflects trade and other payables balance of Kshs.

3,415,572,399 and as disclosed inNote l7 to the financial statements. However, the supporting

ledgers ref'lected a balance of Kshs. 3,428,210,299 leading to an unexplained and unreconciled

variance of Kshs. 12,83'7,900.In addition, review of records provided reveal that the County

Executive submitted to the Controller of Budget, payables totaling Kshs. 1,741,933,778leading

to another variance of Kshs. 1,673,638,621 which has also not been explained or reconciled.
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2025 that were not included in the pending bills list submitted to the Office of the Controller of
Budget.

Committee Recommendations

The Committee recommends that;

l) The County Governor undertakes administrative action against the responsible

officer(s) who failed to provide documents to the auditors in accordance with section

156 of the Public Finance Management Act, 2012 and provides a status report to the

Office of the Senate and Auditor General within 90 days of the adoption of this report.

2) The Directorate of Criminal Investigations (DCI) investigates breach of section 62(lXb)

and (c) of the Public Audit Act (Cap. 4l2B) by the county public officers, and where

criminality is established, refer the matter to the Director of Public Prosecutions for
prosecution.

3) The Institute of Certified Public Accountants (ICPAK) takes action(s) against CPA

Charles Mwenda (ICPAK No.20191) and CPA Douglas Kobia Domoziano (ICPAK No.

10401) for misrepresentation of financial statements which constitutes professional

misconduct pursuant to Section 8 (a) and 30 of the Accountants Act CAPS 531 and

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

report.

4) The County Executive, through the CECM for Finance, should identify the training
needs of its finance staff and initiate capacity building in conjunction with the National

Treasury within 60 days of the adoption of this report, as per Regulation 5 of the PFM

(County Governments) Regulations, 2015.

5.0 Unreconciled Kenya Medical Supplies Authority Debt

The statement of financial position reflects trade and other payables balance of Kshs.

3,415,572,399 and as disclosed in Note l7 to the f-rnancial statements. The balance includes

trade payables balance ol Kshs. 2.759,432,547 which further includes supply of drugs and

medical supplies totaling Kshs. 43,412,108 owed to Kenya Medical Supplies Authority.
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Committee Observations

The Committee noted an unexplained and unreconciled variance of Kshs. 1,613,638,621

between the payables reported in the financial statements (Kshs. 3,415,572,399) and the pending

bills list submitted 1o the Controller of Budget (Kshs. 1,741,933,778). This discrepancy, coupled

with the failure to provide supporting documents, means the management has not ensured that

the financial records are accurate and complete, as required by Section 149(2)(b) of the PFM

Act,2012.
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However, the Authority's records reflect a balance of'Kshs. 105,367,569 resulting

an unreconciled and unexplained variance of Kshs. 61 ,955,461 .

lll

In the circumstances, the accuracy and completeness of current liabilities balance of Kshs

3,415,572,399 could not be confirmed.

Management response

Management stated that during the period under review, the County correctly reported an

outstanding pending bill of Kshs. 43,412,108 owed to the Kenya Medical Supplies Authority.

Management further stated that. as at 30th Jtne2025, the County, through the Department of

Health, had issued various LPOs to KEMSA amounting to Kshs. 105,367,569, but the authority

had not fully supplied the drugs to the County. Management explained that, in preparing the

financial statements, only amounts for which drugs had been supplied were recognized, while

KEMSA retained the value of undelivered drugs as the amount owed by the Counry.

Management indicated that a reconciliation of the two amounts was provided during the audit

process.

Management further noted that KEMSA has since fully supplied all the drug items relating to

the said LPOs.

Committee Observations

The Committee observed that the County's financial statements reflect Kshs.43,4l2, 108 owed

to KEMSA, while KEMSA's records show Kshs. 105,367,569, resulting in an unexplained

variance of Kshs. 61,955,461. The management failed to provide sufficient supporting evidence

to justify this difference, thereby breaching Section 149(2)(b) of the PFM Act, 2012, which

requires the accounting officer to ensure that the entity keeps accurate financial and accounting

records.

Committee Recom mendations

The Committee recommends that;

1) The County Governor undertakes administrative action against the responsible

officer(s) who failed to provide documents to the auditors in accordance with section

156 of the Public Finance Management Act, and provides a status report to the Senate

and Office of the Auditor General within 90 days of the adoption of this report.

2) The Directorate of Criminal Investigations (DCI) investigates breach of section 62(l)(b)

and (c) of the Public Audit Act (Cap. 4128) by the county public officers, and where

criminality is established, refer the matter to the Director of Public Prosecutions for

prosecution.
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3) The Institute of Certified Public Accountants (ICPAK) takes action(s) against CPA

Charles Mwenda (ICPAK No. 20191) and CPA Douglas Kobia Domoziano (ICPAK No.

10401) for misrepresentation of financial statements which constitutes professional

misconduct pursuant to Section 8 (a) and 30 of the Accountants Act CAPS 531 and

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

report.

4) The County Executive, through the CECM for Finance, should identify the training

needs of its finance staff and initiate capacity building in conjunction with the National

Treasury within 90 days of the adoption of this report, as per Regulation 5 of the PFM

(County Governments) Regulations, 2015.

6.0 Outstanding Retentions and Deposits Refund

The statement of financial position and as disclosed in Note l8 to the financial statements

reflects refundable deposits and prepayments balance of Kshs. 89,224,553. This balance is in
respect of retention money withheld by the County Executive, which is supposed to be banked

in a refundable deposits account. The opening balance reflects a balance of Kshs. 86,843,700

while the County Executive procured capital projects totaling Kshs. 705,357,090 as reflected in

the statement of cash flows. However, the movement of the deposits had not been disclosed in

the Notes to the financial statements. Further, the bank account held at Central Bank of Kenya

revealed a closing balance of Kshs. 40,824,224 hence an un explained and unreconciled variance

of Kshs. 48,400.329.

In the circumstances, the accuracy and completeness of refundable deposits and retentions

balance of Kshs. 89,224,553 could not be confinned.

Management Response

Management stated that during the period under review, the County reported trade payables

amounting to Kshs. 3,428,210,299, which were supported by a detailed ledger provided for audit

review.

Management acknowledged that the County reported Kshs. 1,741,933,778 as pending bills to

the Office of the Controller of Budget. The variance between the trade payables figure and the

pending bills reported was attributed to payments that were requisitioned in June 2025 but were

actually paid in July 2025.

Management explained that, for pu{poses of preparing the financial statements, the amounts

were treated as payables since payment had not been made as at 30 June 2025. However, lbr
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bills list because the funds had already been approved within the year under review.

Management further indicated that a reconciliation of the two figures was provided for audit

review, including a supporting ledger for Kshs. 1,686,276,521 relating to payments made in July

2025 that were not included in the pending bills list submitted to the Office of the Controller of

Budget.

Com mittee Observations

The Committee observed that the movement of retention and deposit funds was not disclosed in

the Notes to the financial statements, and an unexplained variance of Kshs. 48,400,329 exists

between the reported balance (Kshs. 89,224,553) and the bank statement balance (Kshs.

40,824,224). This lack of transparency and failure to reconcile public funds is contrary to the

principle of prudent and responsible use of public money under Article 201(d) of the

Constitution and the accounting officer's duty under Section 149(2)(b) of the PFM Act,2012.

Committee Recommendations

The Committee recommends that:

l. The County Governor undertakes administrative action against the responsible

officer(s) who failed to properly manage, reconcile, and disclose the retention and

deposit funds, as required by Section 156 of the PFM Act,2012, A status report on the

reconciliation and actions taken should be provided to the Senate and the Auditor-

General within 90 days of the adoption of this report.

2. The Directorate of Criminal Investigations (DCI) investigates the breach of Section

62(lxb) and (c) of the Public Audit Act (Cap. 4l2B) by the concerned county public

officers. Where criminality is established, the matter should be referred to the Director

of Public Prosecutions for prosecution.

7.0 Unexplained Voided Transactions

Analysis of the system payments indicated that four hundred and ninety-six (a96) transactions

with a value of Kshs. 766,804,548 were voided or canceled during the year under review.

However, Management did not provide reconciliation to confirm whether the voided

transactions were subsequently paid.

In the circumstances, the accuracy and regularity of the voided transactions totaling Kshs.

766,804,548 could not be confirmed.

Management Response
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Management stated that during the period under review, the County voided fbur hundred and

ninety-six (496) transactions. The voiding of these transactions was necessitated by various

reasons, including but not limited to:

. Capturing ofincorrect account details,

. Cancellation of transactions for which approval to withdraw funds was not granted by the

Controller of Budget, and

. Unpaid entries in the internet banking system at the close of the flnancial year.

Management further stated that a detailed analysis of the reason for each voided transaction, as

well as the current status of each transaction, was provided for audit review.

Com m ittee Observations

The Committee observed that 496 transactions valued at Kshs. 766,804.,548 were voided or

cancelled during the year. Management did not provide sufficient reconciliation to confirm

whether these transactions were subsequently paid or properly re-authorised. The lack of a clear

audit trail for these voided transactions undermines the control environment and is contrary to

Regulation 102(3) of the PFM (County Govemments) Regulations, 2015, which requires a

sufficient audit trail for any alteration or deletion ofa financial transaction.

Committee Recommendations

The Committee recommends that;

l) The National Treasury to review the voided transactions to confirm whether due

process was followed in voiding, noting to stipulate how and why the transactions were

voided, and report back to the Senate within ninety (90) days of adoption of this report;
2) The Cabinet Secretary for the National Treasury to ensure IFMIS is reconfigured with

the Central Bank of Kenya system to avoid cases of IFMIS approvers voiding and

diverting funds to other activities not initially approved for payment and report back to

the Senate within ninety (90) days of adoption of this report; and

3) The Ethics and Anti-corruption Commission (EACC) investigates the voided

transactions to determine whether funds were utilized for purposes approved by the

Controller of Budget.

Emphasis of Matter

8.0 Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget and

actual on comparable basis of Kshs. 12,452,916,563 and Kshs. 9,054,751,662 respectively,

resulting to an under-funding of Kshs. 3,398,164,901 or 27%o of the budget. Similarly, the

County Executive spent an amount of Kshs. 8,,241 ,985,043 against actual receipts of Kshs.
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9,054,751,662 resulting to an under-utilization of Kshs. 812.,766,619 or 9Yo of the actual

receipts.

The under-funding and under-utilization of funds may have affected the planned activities and

negatively impacted service delivery to the public.

Management Response

Management concurred with the audit observation that there was underfunding and

underutilization of funds. Management explained that this was primarily due to the late

disbursement of funds by the National Treasury. All grants were received in July 2025, and

amounts that were received in June but whose approval from the Controller of Budget was

obtained in July were therefore not included in the financial statements.

Com m ittee Observations

The Committee observed that the County Executive experienced significant under-funding of
Kshs. 3,398,164,901 (27% of the budget) and under-utilization of Kshs. 812,766,619 (9% of
actual receipts). This indicates weaknesses in budget implementation and fiscal planning, which

negatively impacts service delivery to the public as envisaged in the objects of devolution under

Article 174 of the Constitution.

Committee Recom mendations

The Committee recommends that:

l) 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 oI the Constitution and Section f 7(6) of the Public Finance Management

Act; and

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

order to meet its revenue target and address revenue shortfalls.

9.0 Unresolved Prior Year Audit Matters

In the prior years' audit reports, several issues were raised under the Report on Financial

Statements, Report on Lawfllness and Effectiveness in Use of Public Resources, and Report on

Ef-fectiveness of Internal Controls, Risk Management and Governance. However, review of the

status during audit revealed that the matters summarized in the attached Appendix I remained

unresolved as at 30 June. 2025.

Management Response
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Management stated that during the period under revieu,, the County undertook both corrective

and preventive measures to address prior audit issues. This included the preparation and

adoption of an Action Plan to resolve outstanding audit matters. A copy of the implementation

matrix detailing actions taken on issues raised during the prior year audit was provided for

review.

Committee Observations

The Cornrnittee observed that several prior-year audit issues remain unresolved, contrary to

Section 3l(l) of the Public Audit Act, 2015 (Cap. 4l2B), which requires the Accounting Officer

to take action to implernent the recommendations of the Auditor-General and submit a report to

the relevant legislative body.

Committee Recom mendations

The Committee recommends that;

1) The County Executive implements the recommendations of the Committee in its report

on the Report of the Auditor-General on Financial Statements for Meru County

Executive for the Financial Year 202312024 as adopted by the Senate and reports to the

committee within 90 days of the adoption of this report;

2) The Accounting 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;

3) The County Executive engages with the Office of the Auditor-General to address and

resolve any outstanding matters; and

4) The Auditor General lists any unresolved audit issues in the report of the subsequent

financial year.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC

RESOURCES

Conclusion

Basis for Conclusion

10.0 Delayed Passing of the Budget by the County Assembly

Review of budget process revealed that the Counry Assembly of Meru did not approve the

County Government's annual budget estimates within the statutory timelines of 30 June, each

year as prescribed under the Public Finance Management Act, 2012. The budget, was passed on

l3 August, 2024.This was contrary to Section 129(7) of the Public Finance Management Act,
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2012 which provides that to enable smooth commencement of Government operations at the

start of each financial year. The County Treasury should also ensure timely submission of the

budget estimates to allow adequate review and deliberation.

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

Management Response

Management stated that during the period under review, the County undertook both corrective

and preventive measures to address prior audit issues. This included the preparation and

adoption of an Action Plan to resolve outstanding audit matters. A copy of the implementation

matrix detailing actions taken on issues raised during the prior year audit was provided for

review.

Committee Observations

The Committee observed that the County Assembly approved the County Budget on l3 August

2024, which was 44 days after the statutory deadline of 30 June. This delay is a direct

contravention of Section 129(7) of the Public Finance Management Act,2012, and disrupts the

smooth commencement of government operations at the start of the financial year.

Committee Recommendations

The Committee recommends that the County Executive Committee Member fbr

Finance should ensure that the draft budget is submitted to the County Assembly by 30

April each year, in accordancewith Section 129(2) of the Public Finance Management Act,

2012, to allow for timely public participation and legislative review as required by Article

196 of the Constitution.

I1.0 Late Disbursement of Exchequer Releases

Analysis of payment details revealed that the County Executive received an amount of Kshs.

1,640,816,129 after l5 June, 2025 from the Exchequer. This was contrary to Section l7(6) of the

Public Finance Management Act, 2012 which provides among others that; The National

Treasury shall administer the Consolidated Fund in accordance with Article 206 of the

Constitution and facilitate payment into that account all monies raised or received by or on

behalf of the National Govemment, and pay from that National Exchequer Account without

undue delay all amounts that are payable for public services.

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

Management concurred with the audit observation that there was late disbursement of exchequer

releases. However, Management stated that the County has no control over the timing of
disbursements by the National Treasury.

Com mittee Observations

The Committee observed that the County Executive received Kshs. 1,640,816,729 from the

Exchequer after l5 June 2025. This late disbursement is contrary to Section l7(6) of the Public

Finance Management Acl, 2012, which requires the National Treasury to facilitate payments

from the National Exchequer Account without undue delay.

Committee Recom mendations

The Committee recommends that;

l) The National Treasury should ensure the timely release of funds to county governments

in line with the cash disbursement schedules approved by the Senate and comply with
Article 219 of the Constitution and Section 17(6) of the Public Finance Management

Act; and

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

meet its revenue target and address revenue shortfalls

12.0 Non-Compliance with Fiscal Responsibility Principle on Development Expenditure

The statement of comparison of budget and actual amounts reflects total expenditure amount of
Kshs. 8,241,985,042 comprising recurrent and development expenditure amount of Kshs.

1,536,627,953, and Kshs.705,357,090 respectively. The development expenditure accounted for

9Yo of the total expenditure which was below the 3070 threshold stipulated by Regulation

25(l)(g) of the Public Finance Management (County Governments) Regulations,20l5.

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

Management Response

Management concurred with the audit observation that total expenditure on development was

below 30%. Management explained that this was because the majority of development

expenditure related to requisitions made in June, but the actual payments were affected in July

and were therefore reported as payables in the financial statements. Evidence of development

expenditure whose payments were made in July 2025 was provided for audit review.

Com mittee Observations

The Committee observed that the County Executive's development expenditure of Kshs.

705,357,090 accounted for only 9o/o of the total expenditure. This is significantly below the
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statutory minimum of 3002, constituting a breach o Regulation 25(lXg) of the Public Finance

2015, which requires compliance withManagement (County Governments) Regulations,

Section 107(2)(b) of the PFM Act.

Committee Recommendations

The Committee recommends that the County Executive must comply with Regulation 25(l)(g)

of the PFM (County Governments) Regulations, 2015, by ensuring that development

expenditure meets the 30% requirement as outlined in Section 107(2)(b) of the PFM Act. The

County Treasury should provide a plan to the County Assembly and the Auditor-General on

how this will be achieved in subsequent financial years.

f 3.1 Procurement of Projects - Mechanical Transport Fund and Contractors

Review of the development cashbook revealed that an amount of Kshs. 223,000,000 in respect

to civil works was paid to the Department of Roads - Mechanical Transport Fund (MTF) for

gravelling of all-weather roads and culverts works. Further, the County Executive awarded

contracts totaling Kshs. 493,777,736 to various contractors for similar civil works. However,

mapping of which works were to be done by the Mechanical Transport Fund and individual

contractors was not provided for audit. Further. the details of road works done by the MTF and

individual contractors were also not provided.

In the circumstances, value for money in the expenditure amounts of Kshs. 223,000,000 and

Kshs. 493,771,736 paid to Mechanical Transport Fund (MTF) and various contractors

respectively, could not be confirmed.

Management Response

Management further explained that the pro.jects were categorized into Flagship Projects and

Ward Projects. The Flagship Projects comprised roads included in the Governor's manifesto,

while Ward Projects were identified during public participation at the ward level.

All Flagship Projects were implemented through the Mechanical Transport Fund (MTF) in the

State Department of Transport and Infrastructure, whereas Ward Projects were implemented

160

13.0 Projects Implementation Status

The statement of comparison of budget and actuals reflects actual amount of Kshs.

8,241,985,042 which includes acquisition of property, plant and equipment amount totaling

Kshs. 705,357,090. However, the follorving observations were made;
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using local contractors. This approach was intended to ensure effectiveness and efficiency while

promoting local enterprise.

Management stated that records of roads undertaken by both the MTF and local contractors were

distinct and provided for audit review.

13.2 Construction of Timau Stadium Toilet

The County Executive incurred an expenditure amount of Kshs. 1,861,445 in respect to the

construction of the Timau stadium toilet. However, physical verification carried out in month of
June,2025 revealed that toilet had not been constructed. Further, the existing gates had been

vandalized and there was no dias.

7 61.

Committee Observation

The Committee observed that Kshs. 223,000,000 was paid to the Mechanical Transport Fund

(MTF)andKshs.493,777,736 tovariouscontractorsforcivil works,butaclearrnappingofthe

specific works to be done by each entity was not provided for audit. The failure to provide

detailed scope of works and project mapping means the accounting officer did not ensure that

the resources were used in a way that was effective, efficient, and transparent, as required by

Section 149(l) of the PFM Act,2012.

Committee Recommendations

The Committee recommends that;

1) The Ethics and Anti-Corruption Commission investigate the Kshs 223,000,000 (MTF)
and Kshs 493,777,,736 (contractors) allocations to determine any cases of double

payment, ghost projects, or misappropriation of public funds, and submit a status

report to the Senate and the Auditor-General within 90 days of adoption of this report.

2) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations,2015.

3) The County Governor undertakes administrative action(s) against the responsible

officer(s) who failed to provide documents at the time of audit to the auditors in
accordance with section 156 of the Public Finance Management Act,20l2. and provide

a status report to the Office of the Auditor General within 90 days from the adoption of
this report.

4) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.
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Management Response

Management stated that during the period under review, the County constructed a toilet in

Timau. Initially, the toilet was planned to be within the stadiurn; however, following

consultations with stakeholders during the implementation phase, it was agreed to construct the

toilet at the stage bordering the stadium to ensure it served a larger population within Timau

town.

Management further explained that the vandalism of the gate and dais observed during physical

verification occurred during a match when opposing fans tumed rowdy. The County has since

repaired the vandalized gate.

Com m ittee Observations

The Committee observed that the toilet was originally tendered for construction within the

stadium but was relocated to the main stage without a formal contract variation. This is a breach

of the Public Procurement and Asset Disposal Act, which requires any material change to a

contract to be effected through a formal variation. The subsequent vandalism also points to a

lack ofproper handover and security measures.

Committee Recommendations

The Committee recommends that;

l) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of

projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations, 2015.

2) The County Executive should ensure that public participation is conducted prior to the

tendering of any project and that any subsequent variations to contract terms strictly

comply with the provisions of the Public Procurement and Asset Disposal Act (PPDA).

3) 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.

13.3 Incomplete Execution of Low Voltage Board Works at Kanyakine Hospital

The Counry Executive through the Department of Health procured for supply, installation and

commissioning of Low Voltage Board at Kanyakine Sub-County Hospital through an open

National tender and awarded the contract to a local contractor. This arvard was through a
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4) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

DATE



contract agreement dated 2 May,2023 at a contract sum of Kshs. 8,958,007. Two (2) certificates

of payment were raised with the second and final payment of Kshs. 1,861,026 being paid on

3010912024. However, physical verification at the Hospital in June, 2025 revealed that the Low

Voltage Board had only been mounted and there was no evidence of connection to the power

supply system.

Further, evidenced documentation including test reports and commissioning certificates to

confirm commissioning activities had been carried out were not attached. This has resulted in

the Hospital relying on outdated electrical infrastructure. Further, procurement documents were

not provided for audit review.

Management Response

Management concurred with the audit observation that an LV board had been procured and

installed at Kanyakine Level 4 Hospital but was not operational at the time of the audit review

due to the absence ofthree-phase electric power.

Management stated that, at the time of the audit, the County had applied for the three-phase

connection, which Kenya Power had not yet installed. The three-phase electricity has since been

connected, and the LV board is now in use. Pictorial evidence confirming that the LV board is

operational was provided.

Committee Observations

Com mittee Observations

The Committee noted that the LV Board at Kanyakine Level 4 Hospital, for which Kshs.

1,861,026 was paid, was not connected to power and remained non-operational at the time of
audit. This expenditure did not achieve value for money as required by Section 149(l) of the

PFM Act, 2012, due to poor project planning.

Committee Recom mendations

The Committee recommends that;

l) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations.

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.
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3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

13.4 Construction of Ablution Block and Laboratory at KMTC Miathene Campus

The County Executive awarded a local contractor a tender for construction of an ablution block

and laboratory at Kenya Medical Training College (KMTC) Miathene Campus at a cost of Kshs.

8,893,027. The project was to commence in January, 2022 and was scheduled for completion in

August, 2022.The project was inspected and accepted on 30 November, 2023 one year after the

intended completion date. Physical verification carried out in June, 2025 revealed that both the

ablution blocks (male & female) and the laboratory were not in use. It was also, observed that

no provision for water to these facilities was factored in during project planning, further

hindering their use.

Management Response

We concur with the audit observation that the county constructed an ablution block and a

laboratory at KMTC miathene campus. At the time of physical verification, the facilities were

not in use. This was due to lack of water connection. However, as at the moment the water has

since been connected and the facilities are currently in use.

Committee Observations

The Committee observed that the ablution blocks and laboratory at KMTC Miathene Campus,

constructed at a cost of Kshs. 8,893,027, remained unused as at June 2025 due to the absence of
a water connection. This demonstrates a failure in project planning, leading to expenditure that

did not deliver the intended social benefits, contrary to the principles of effectiveness and

economy under Section 149(l) ofthe PFM Act,2012.

Com mittee Recommendations

The Committee recommends that;

l) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations.

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.
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13.5 KiguchwaDispensary

The County Executive awarded local contractor a tender at a cost of Kshs. 999,251 in respect to

renovation works at Kiguchwa Dispensary. The works were scheduled for completion on 30

June,2023. However, physical verification ofthe dispensary revealed that several renovation

works were completed in June, 2023 on the maternity block that was originally commissioned

on 3 August,2015. Despite the recent renovations, the maternity block remains underutilized

due to persistent understaffing at the facility.

Management Response

Management stated that renovation works at Kiguchwa Dispensary were completed, as correctly

observed in the audit findings, and the dispensary maternity block is in use.

Management further noted that' at the time of the audit review, the facility had two staff. To

improve staffing levels across various hospitals, the County is in the process of recruiting

additional health workers to bridge staffing gaps and enhance service delivery. A copy of the

advertisement for recruitment of additional health workers was provided. Management stated

that, once the recruitment process is completed, additional staff will be posted to the facility.

Com mittee Observations

The Committee observed that renovation works at Kiguchwa Dispensary, costing Kshs.

999,251, were completed, but the maternity block remains underutilized due to inadequate

staffing. This indicates a lack of coordinated planning between infrastructure development and

human resource deployment, failing to ensure effective service delivery as required by Section

149(l) ofthe PFM Act,2012.

Com mittee Recommendations

The Committee recommends that;

1) The County Governor, through the County Public Service Board, should facilitate

the recruitment and posting of the required staff to Kiguchwa Dispensary to ensure

that the renovated facility is fully utilised. A status report should be submitted to the

Auditor-General and the Senate within 90 days of the adoption of this report.

2) The County Executive establishes a project management and monitoring Committee

to help in proper project conceptualization, planning, execution and timely

completion of projects as well as realization of value for money as provided for in
the Public Finance Management Act, and the Public Finance Management (County

Government) Regulations.
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3) 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.

4) The OAG to keep the matter in view and provide a status update to the Committee

in the subsequent audit cycle.

13.6 Construction of Modern Roof Shed at Kinoro Market

The County Executive awarded a contract to a local merchant at a contract sum of Kshs.

1,279,619 in respect to the construction of a modern roof shed at Kinoro Market. The Project

Inspection Certificate was issued on l5 February,2024. Physical verification carried out in

June, 2025 revealed that the works were complete. However, the market was not in use and

appeared abandoned but was occupied by boda-boda riders. No justification was provided on

why the project was not put to use promptly to deliver the intended economic benefit by the

relevant Department.

Management response

Management stated that during the period under review, the County had completed construction

of market infrastructure projects aimed at improving trade and industry within the County.

Management further noted that, at the time of the audit review, the market had not been

officially commissioned and was not in use. The County has since officially opened the market

for use. Evidence confirming that the market infrastructure is now operational was provided.

Committee Observations

The Committee observed that projects totalling Kshs. 99,639,474 (Kinoro Market: Kshs.

1,279,6191, Timau Market: Kshs. 6,174,861; Maritati Market: Kshs. 3,120,680; Marimati

Perimeter Wall: Kshs. 3,120,680) were completed but remained idle for over a year. This failure

to put completed public assets to use constitutes wasteful expenditure and a failure to achieve

value for money, as required by Section 149(l) of the PFM Act,,2012, and is contrary to the

principle of prudent use of public resources under Article 201(d) of the Constitution.

Committee Recom mendations

The Committee recommends that;

l) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations.
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2) The Office of the County Governor to prioritise completion of existing and stalled

projects and provide a budget for their completion and provide a status update to the

Auditor General within (90) days of the adoption of this report.

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

13.7 Timau Market Roofing

The County Executive incurred an expenditure amount of Kshs. 6,114.861 in respect to roofing.

However, the market has been idle for over one year.

Management Response

Management concurred with the audit observation that the roofing at Timau Market had been

properly undertaken.

Management further stated that the National Government, in its effort to create modern markets

within the County, identified Timau Market as one of the modern markets and committed funds

to improve additional infrastructure within the market. At the time of the physical verification,

there were ongoing works, including cobro paving, which made it temporarily impossible for

traders to display their wares.

Management noted that the works by the National Government have since been completed, and

traders have resumed using the market. Evidence confirming that traders have moved back

following completion of the works was provided.

Committee Observations

The Cornmittee noted that Kshs. 6,174,861 was spent on roofing the market; however, the

facility remained idle for over one year despite completion.

Committee Recommendations

The Committee recommends that;

1) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations.

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.

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

13.8 Grill Fixing at Maritati Market
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The County Executive incurred an expenditure amount'of Kshs. 3,120,,680 in respect to fixing

grills at Maritati Market. However, the project has been idle and it has not been put into use for

over one year.

Management Response

Management concurred with the audit observation that, at the time of physical verification, the

market was not in use. This was because the County was addressing various concems and

conditions raised by the traders before they could move back.

Management further stated that the market has since been put into use following an agreement

with the traders on the issues raised, including market zoning, cleaning of the market and toilets,

and water connection.

Committee Observations

The Comrnittee noted that Kshs. 3,120,680 was spent on fixing grills at Maritati Market, yet the

faciliry remained idle for over one year.

Com mittee Recommendations

The Committee recommends that;

l) The County Executive establishes a project management and monitoring Committee

to help in proper project conceptualization, planning, execution and timely

completion of projects as well as realization of value for money as provided for in
the Public Finance Management Act, and the Public Finance Management (County

Government) Regulations.

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.

3) The OAG to keep the matter in view and provide a status update to the Committee

in the subsequent audit cycle.

13.9 Alterations and Installations of Steel Grills at Marimati Perimeter Wall

The County Executive awarded a contract for alterations and installations of steel grills at

Marimati perimeter wall at a cost of Kshs.3,120,680. Physical verification carried out in the

month of June, 2025 revealed that although the works were done, the project remained idle as it

had not been put into use fbr over one year.

In the circumstances, these projects totaling Kshs. 99,639,474 may not have delivered the

intended economic and social benefits to the public.

Management Response
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Management concurred with the audit observation that, at the time of physical verification, the

market was not in use. This was because the County was addressing various concerns and

conditions raised by the traders before they could move back.

Management further stated that the market has since been put into use following an agreement

with the traders on the issues raised, including market zoning, cleaning of the market and toilets,

and water connection.

Committee Observations

The Committee noted that Kshs. 3,120,680 was spent on alterations and installation of steel

grills at Marimati perimeter r.vall. but the project remained idle for over a year.

Committee Recommendations

The Committee recommends that;

1) The County Executive establishes a project management and monitoring Committee to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, and the Public Finance Management (County Government)

Regulations.

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.

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

14.0 Delayed Proposed Construction of County Aggregation and Industrial Parks

The State Department fbr Industry invited sealed bids for construction of proposed County

Aggregation and Industrial Parks (CAIP). Seven (7) bidders submitted their bidding documents

and the contract was awarded to a local merchant at a contract sum of Kshs. 492,212,741 .

Review of the project file provided for audit revealed that one of the unsuccessful bidders who

had bid at a contract surn of Kshs. 465,320,261 was disqualified during Mechanical works

evaluation for failing to attach sub-contractors' details. However, according to the standard

tender document Section III on evaluation and qualification criteria, the document only provided

mandatory requirernents fbr Main Contractor and was silent on sub-contractor's mandatory

documents. It was therefbre, not clear r,vhy unsuccessful bidder was denied the contract having

bid the lowest by an amount of Kshs. 26,892,480. Therefore, the County Executive may have

prepared skewed or tailored technical specifications allowing unlair competition contrary to

Section 149(l) of the Public Finance Management Act,20l2 which requires an Accounting

Officer to ensure that resources of the entity for which the officer is designated are used in a way
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Management Response

Management stated that during the period under review, the County implemented the County

Aggregation Industrial Parks Project.

Management also stated that the project has been completed and the County has planned its

official launch and commissioning in March of the current year.

Committee Observations

The Committee observed that the lowest bidder (Kshs. 465,320,261) was disqualified based on

sub-contractor documentation requirements that were not clearly specified as mandatory in the

tender document. This action potentially undermines the principles of faimess, equily,

transparency, and competitiveness in public procurement, as enshrined in Article 227 of the

Constitution.

Committee Recommendations

The Committee recommends that;

l) The Committee recommends that, to achieve the primary objective of the County

Aggregation Industrial Project (CAIP), which is to foster growth in manufacturing and

investments through agro-industries while sustainably enhancing the productivity of

the agriculture sector, the National Government should actively engage with County

Governments. This engagement should empower Counties to identify and prioritize

initiatives that promote 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
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that is effective, efficient, economical and transparent. Management has paid the contractor an

amount of Kshs. 478,499,999. However, the bank statement for the project was not provided for

audit review.

In the circumstances, the value for money of an amount of Kshs. 26,892,480 incurred above the

lowest bidder could not be confirmed.

Management further stated that during bid evaluation, one bidder who had quoted Kshs.

465,320,261 was disqualified at the mechanical works evaluation stage. The disqualification was

due to the sub-contractor's documents having expired NCA and Tax Compliance Certificates,

which are mandatory prerequisites for the award of any govemment contract. Management

noted that the disqualification was therefore justified. Evidence of the evaluation committee's

decision was provided.



2) The County Executive takes appropriate disciplinary action against the responsible

officer(s) where it is established that a bidder was disqualified based on criteria not

contained in the tender documentsl

3) The Public Procurement Regulatory Authority (PPRA) investigate the tendering

process and the Tender Evaluation Committee pursuant to section g(lxh) with a view

to establishing if any offences against procurement law were committed and the

individuals responsible for the irregular modification of the tender documentl

4) The Ethics and Anti-Corruption Commission investigate the individual members of the

Tendering Committee with a view to the prosecution of the individuals responsible for
the irregular tendering process.

5) The Office of the Auditor-General conduct a forensic audit of the Kshs. 478,499,,999

already paid. If the audit establishes that the technical specifications were intentionally

skewed to favor the winning bidder, the Accounting Officer should be held personally

liable and surcharged for the loss of public funds in accordance with Section 202 of the

Public Finance Management Act.

15.0 Non-Compliance with the Public Procurement Capacity Building Levy Order,2023

Review of records revealed that the County Executive entered into contracts but no documentary

evidence had been provided to confirm that the Entity complied with paragraph 3(l) of the

Public Procurement Capaciry Building Lery, Order 2023 which provides that there shall be paid

a levy by a supplier on all procurement contracts signed between the supplier and a procuring

entity, at the rate of zero point zero three per centum (0.03%) of the value of the signed contract,

exclusive of applicable taxes. In addition, Public Procurement Regulatory Authority (PPRA)

circular No. 0l/2024 dated 30 August, 2024 which requires procurement entities to remit the

levy to the Authority through the e-Citizen payment platform by the 20th day of the subsequent

month and also file monthly returns.

In the circumstances, Management was in breach of law

Management response

Management stated that during the period under review, the County deducted and remitted

0.03% of the value of signed contracts as the Public Procurement Capacity Building Lerry in

accordance with the 2023 Order.

Management further stated that the bank details for the Public Procurement Authority are

mapped in the IFMIS system, enabling the County to rernit the lery directly without using the e-

Citizen platform.
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A sample of payments made to the Public Procurement Authority for.the Capacity Building

Lelry was provided for audit review.

Committee Observation

The Committee observed that there was insufficient documentary evidence to confirm that the

0.03% Public Procurement Capacity Building Levy on procurement contracts was consistently

deducted and remitted as required. This constitutes a breach of the Public Procurement Capacity

Building Levy Order, 2023, and the accounting officer's duty under Section 149(2)(a) of the

PFM Act, 2012,to ensure all expenditure is lawful.

Committee Recommendations

The Committee recommends that;

l) The County Governor submits to the Auditor-General, within ninefy (90) days of
adoption ofthis report, a schedule ofall contracts signed since the inception ofthe 2023

Order, together with lFMlS-generated receipts confirming that the 0.03'/0 levy was

deducted and remitted to the Public Procurement Regulatory Authority (PPRA).

2) The County Governor undertakes administrative action against the responsible

officer(s) who failed to provide documents to the auditors in accordance with section

156 of the Public Finance Management Act, and provides a status report to the Senate

and Auditor General within 90 days of the adoption of this report.

3) The Directorate of Criminal Investigations (DCI) investigates breach of section 62(l)(b)

and (c) of the Public Audit Act (Cap. 4128) by the county public officers, and where

criminality is established, refer the matter to the Director of Public Prosecutions for
prosecution.

16.0 Compensation of Employees

The statements of financial performance and as disclosed in Note 9 to the financial statements

reflects an amount of Kshs. 4,620,092,462 in respect of compensation of employees. Review of
employees' records revealed the following unsatisfactory matters:

16.1 Payment of Salaries and Wages Above Set Limit
As previously reported, the County Executive incurred an expenditure on salaries and wages

amounting Kshs. 4,620,092,462 which translates to 45%o of the total receipts of Kshs.

10,217,151,933 during the year. This was contrary to Regulation 25(1)(a) and (b) of the Public

Finance Management (County Governments) Regulations, 20 l5 which stipulates that the

County Govemment's expenditure on wages and benefits fbr its public officers, shall not exceed

thirty-five (35) percent of the County Govemment's total revenue.

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

Management concurred with the audit observation that expenditure on compensation of
employees exceeded the statutory 35o/o oftotal revenue threshold.

Com mittee Observations

The Committee observed that the County's salary and wage expenditure of Kshs . 4,620,092,462

represented 45o/o of its total revenue, which is 10 percentage points above the statutory limit.

This is a direct contravention of Regulation 25(l)(a) and (b) of the Public Finance Management

(County Governments) Regulations,20l5, read with Section 107(2)(c) of the PFM Act, which

limits wage expenditure to 35oh of total revenue.

Committee recommendations

The Committee recomnrends that-

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

this report;

2. the management should strictly adhere to the provision of paragraph 25(lxb) of the

PFM (County Government) Regulations,20l5 which stipulate that the county wage bill

should not.exceed 35 per cent of the county total revenue;

3. the County Executive puts in place measures to enhance its own source revenue

collection in order to address the wage bill gap;

4. That pursuant to the High Court orders issued in Motindi v Solsries snd Remunerotion

Commission & onolher [20261 KEHC 755 (KLR),, the Salaries and Remuneration

Commission submits to the Committee a copy of the court ordered affidavit detailing

the following-

(i) time-bound strategies it has developed and is implementing to achieve a 35o/o

public wage bill to revenue ratio:

(ii) collaborative measures being jointly implemented in conjunction with the

County Governments; and
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services. Additionally, the County is undertaking measures to enhance revenue collection in

order to reduce the employee cost ratio and ensure compliance with the statutory requirernent.
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(iii) advisories and/or directives issued to curb abuse in payment of allowances to

State and public officers, percentages of reduction of wage to revenue ratio and

savings being made per every year arising from the strategies and interventions

it has put in place and implemented.

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

years.

16.2 Centralized Budgeting for Staff Costs

Audit review of employee costs revealed that the budget for staff costs for all Departments was

made under one vote Meru - Public Service Management and Administration (Vote 3569), yet

each Department's Accounting Officer (the Chief Officer) is responsible for identifying staffing

needs, preparing recruitment requests, and submitting them to the County Public Service Board

(CPSB). They were accountable for the staff deployed to their department, including

performance management,, discipline, and ensuring staff align with departmental objectives.

This was contrary to Regulations ll9(2) and (3) of the PFM (CG) Regulations which provides

that the budgetary allocation for personnel costs shall be determined based on a detailed costing

of a human capital plan of a County Government entity as approved by the responsible County

Depa(ment for Public Service Management matters, the County Public Service Board and

County Treasury. Regulation 3 provides that the Accounting Officer of a County Govemment

entity shall ensure that the personnel cost of all appointees, as well as promotion and salary

increase, can be met within the budgetary allocation voted for the County Government entity.

In the circumstances, it was not possible to confirm the actual staff level of officers in each

Departments.

Management Response

Management stated that during the period under review, the County budgeted for employee

costs under the Department of Public Service Management and Administration, which is

responsible fbr overall human resource management.

Management explained that although Chief Officers identify staffing needs at the departmental

level, human resource functions are centralized to enhance efficiency in managing common

services such as administration, leave management, disciplinary matters, support staff, and

drivers.

Management funher stated that the County payroll is centrally managed under the Department

of Public Service Management and Administration, unlike the National Government where line
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ministries Inanage independent payrolls. The centralized budgeting framework enables

management to assess the impact of departmental recruitment on the overall personnel ratio.

Management therefore maintained that the County was not in breach of any law by maintaining

a centralized budget for employee costs.

Committee Observations

The Committee observed that budgeting fbr all stafT costs under a single, centralized vote

(Public Service Management and Administration) makes it difficult to confirm the actual staff

levels and personnel costs fbr individual departments. This obscures accountability and is not in

line with best practice where each accounting officer should be responsible for the personnel

costs within their vote, as implied by Regulations I l9(2) and (3) of the PFM (CG) Regulations,

20t5.

Committee Recommendation

The Committee recommends that the CECM for Finance, in consultation with the County

Public Service Board, should decentralize the payroll budget. A separate vote head for
Personnel Emoluments should be assigned to each department to ensure staff costs are

reflected against the specific department they serve, enhancing transparency and

accountability. A report on the implementation of this should be submitted to the Auditor-
General within 90 days of the adoption of this report.

16.3 Failure to Budget and Pay Gratuity to Contracted Employee

The County Executive engaged contracted employees but failed to honor the contract by paying

the gratuity at the end of the contract. Instead, the terms of the contract kept on changing after

every contract renewal. No explanation was given as to why the County Executive failed to pay

or set aside funds for gratuity to the contracted employees. This was contrary to Paragraph 6.6.2

of the Employment Contract Between Meru County Public Service Board which provides that

the Employee and the Contracted Employee fbr the Provision of Services on Contract shall upon

successful completion of the contract the employee rvill be entitled to thirty (30) calendar days'

wages in lieu of gratuity.

Management Response

Management stated that during the period under review, the County had employees engaged on

contractual terms. For all contractual employees, gratuity is managed through the County

Pension Fund (CPF).
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Management further stated that the County remitted the requisite contributions to the pension

fund and that, upon expiry of the respective contracts, gratuity payments are expected to be

made by the pension scheme.

Evidence of contributions made by the County to the pension scheme for purposes of gratuity

was provided for audit review.

Committee Observations

The Committee observed that while the County remits contributions to a pension fund for

contracted employees, the failure to ensure timely payment of gratuity at the end of their

contracts constitutes a potential breach of contract and a contingent liability to the County. This

represents a failure in proper financial planning and risk management, contrary to the duties of
an accounting officer under Section 149 of the PFM Act, 2012.

Committee Recommendations

The Committee recommends that:

l. The Accounting Officer must ensure that the amounts payable as gratuity to
contract employees upon completion of their term are provided for in the budget

and that payments are made in a timely manner to avoid litigation and additional

costs to the County.

2. The Auditor-General is requested to keep this matter in view in the subsequent

audit cycle to ensure compliance.

16.4 lrregularities in the Human Resource

Review of records revealed that County Executive engaged a local contractor on Phase 2 of
unknown contract sum to deliver, install, test, and commission an Integrated County Human

Resource System (HRIS-Ke). The vendor initiated the second phase of the works through data

collection. Further, the contract was not provided for audit review. However, review of the data

collection report revealed the following further observations;

16.4.1 Unexplained Unverified Worker

Review of the data collection report from the Vendor revealed that the County Executive had a

total of six thousand, two hundred and five (6,205) staff members out of which, five thousand,

six hundred and twenty-eight (5,628) were verified leaving five hundred and seventy-seven

(577) staff unaccounted for. Further, the audit extract information from the payroll in June,2024

revealed a population of five thousand, eight hundred and fifty-seven (5,857) resulting in an

unreconciled variance of one thousand, three hundred and forfy-eight (1,348) between the

Vendor and the Audit.

The inconsistency in respect to the staff members' records was not explained
tt6
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Management Response

Management stated that during the period under review, the County engaged a vendor to deliver,

install, test, and commission an Integrated County Human Resource Systern. A copy of the

contract agreement was provided for audit review.

Management further stated that officers removed from the payroll were required to provide

explanations for failure to participate in the exercise or demonstrate that they had participated

before being reinstated. Sample forms completed by affected officers and endorsed by their

supervisors were provided for audit review.

Com mittee Observations

The Committee observed that a total of 577 staff remained unaccounted for, with an

unreconciled variance of 1,348 between the vendor's HR system report and the June 2024

payroll. This raises serious concems about the integrity and accuracy of the payroll, potentially

pointing to the existence of "ghost workers" and a breach of Regulation 120(3) of the PFM

(County Governments) Regulations,20l5, which requires the accounting officer to certi! the

correctness of the payroll.

Com mittee Recommendations

The Committee recommends that the Ethics and Anti-Corruption Commission

(EACC) should conduct an immediate and thorough investigation into the suspected

payroll fraud involving the unverified staff. The investigation should aim to identify the

beneficiaries of the payments made to these individuals and recommend the prosecution of
any officer(s) found complicit in maintaining unverified workers on the payroll. A status

report should be submitted to the Senate and the Auditor-General within 90 days of the

adoption of this report.
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Managernent further stated that the second phase of the project involved physical verification of
academic and professional documents and capturing biometric data of staff. The exercise

covered staff of the County and its entities, with the County Executive accounting for 5,857 staff

members and 1,348 relating to County entities.

As at the time of audit review, the vendor had submitted a draft report for the second phase,

capturing biometrics of 5,628 staff members. Management stated that, upon receipt of the draft

report, staff whose records did not appear in the exercise or whose details were missing were

removed from the payroll. Communication to payroll and copies of the payroll for July and

August 2025 were provided for audit review.
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16.4.2 Staff Under Probation for More than the Stipulated Period

As previously reported, revierv of the payroll records revealed that an amount of Kshs.

343,604,330 was paid to five hundred and ninety-eight (598) staff members who have been on

probation for more than one year. This was contrary to Paragraph B.l6 (l) of the County Public

Service Human Resource Manual,20l3 provides that where vacancies exist in the pensionable

establishment, candidates recruited to fill such vacancies shall be appointed on probation for six

(6) months.

Management response

Management stated that, contrary to the audit observation that 598 members of staff were

serving under probationary terms, the said officers had been confirrned to permanent and

pensionable terms of service.

Management indicated that minutes of the County Human Resource Advisory Committee

approving the confirmation of the officers to permanent and pensionable basis were provided for

audit review

Committee Observation

The Committee observed that management failed to provide rninutes of the County Human

Resource Advisory Committee to support the claim that 598 officers had been confirmed to

permanent and pensionable terms. This failure to provide supporting documents to auditors is a

breach of Section 62(lXb) and (c) of the Public Audit Act,2015 (Cap. 4l2B).

Committee Recommendations

The Committee recommends that;

l) The County Governor undertakes administrative action against the responsible

officer(s) who failed to provide documents to the auditors 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 of the adoption of this report.

2) The Directorate of Criminal Investigations (DCI) investigates breach of section

62(lxb) and (c) of the Public Audit Act (Cap.4128) by the county public officers,

and where criminality is established, refer the matter to the Director of Public

Prosecutions for prosecution.

16.4.3 Compensation of Employees Costs to Unknown Staff

Detailed review of a sampled human resource records in the County Executive payroll revealed

that an expenditure amount of Kshs.9,486,690 had been paid to some employees who had not
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offered services to the County and had been expunged from the payroll without any evidence

and approval for the same as detailed below: -

i) A Medical Officer was granted a four-year study leave and bonded to serve for fbur

years upon completion. The officer had only two years of service before the leave was

approved. However, there is no evidence that the officer resumed duty after

completing the study leave. Despite this, the officer has continued to receive a salary,

leading to a potential loss of Kshs. 9,486,690 for the four years the officer was not in

service from the expected date of return date of 2 I October, 202 I .

ii) Medical Officer's job designation remained Medical Officer Intem, Job Group L since

the officer was posted to County Executive by the Transitional Authority in June,

2015 and confirmed received by the then County Chief Officer of Health. The Officer

requested to pursue a masters of medicine (family medicine) which was approved by

the Board according to a letter from the County Public Service Board vide a letter ref:

MCPSB/LETIPEW2} dated 25 August, 2017 and was released vide a letter ref:

2014005244/TYl (17) dated 29 August, 2017. The release letter being signed by the

then Acting Chief officer Health. The rules goveming the award of scholarship were

signed by the officer on 7 September, 2017 and bonding forms were completed and

signed on 25 August, 2017. The bonding period was four (4) years or Kshs.

10,155,150 payable to Chief Officer of Health on behalf of the County Executive in

case of breach. In addition, as at the time of audit in June, 2025, there was no

evidence in the staff personal file to show that the officer completed her studies and

reported back to County Executive or any payment in lieu of the bond. The last

document in herpersonal file (data sheet) was filled and completed on 6 April,2018.

The staff was also not in the Chief Officer of Health staff returns $ubmitted for audit

and did not tum up for physical verification conducteil on l2 March ,, 2025 .

Management response

Management concurred with the audit observation regarding the employee referenced in bullets

(i) and (ii), a Medical Officer who was posted to Meru by the Transitional Authority in 2015.

Management stated that the officer was granted approval to pursue a Master's Degree in Family

Medicine, was bonded prior to proceeding on study leave, and the bonding terms required

service for four (4) years or payment of Kshs. 10,155,150 to the Chief Officer for Health on

behalf of the County Government in the event of breach.

Management further stated that the officer did not report back upon completion of study leave

and that the Counry has initiated legal measures to recoverthe bonded amount. Evidence of the

legal action taken was provided for audit review.

Com mittee Observations
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The Committee observed that Kshs. 10,155,150 was paid to a Medical Officer who did not

resume duty after a four-year bonded study leave. Management failed to provide evidence that

the officer resumed duty or paid the bonded amount despite breaching the study leave terms.

This represents a loss of public funds and a failure by management to enforce the bond

agreement, as required by their fiduciary duty under Section 149 of the PFM Act,20l2.

Committee Recommendations

The Committee recommends that;

1) The County Executive prioritizes the recovery of Kshs. 10,155,150 from the former

officer and report back to Senate within 90 days ofadoption ofthis report.

2) The County Governor undertakes administrative action against the responsible

officer(s) who failed to provide documents to the auditors 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 of the adoption of this report.

3) The Directorate of Criminal Investigations (DCI) investigates breach of section

62(1Xb) and (c) of the Public Audit Act (Cap. 4128) by the county public officers,

and where criminality is established, refer the matter to the Director of Public

Prosecutions for prosecution.

4) The Auditor General to keep the matter in view in the subsequent audit cycle.

17.0 Non-Compliance with the Law Staff Ethnic Diversity

As previously reported, the audit established that 89oh of employees in the IPPD System as at 30

Jtne,2025 were from one dominant ethnic community. This was contrary to the requirements of
Section 7(2) of the National Cohesion and Integration Act, 2008. Further, the dominant

community represented 88% of the new recruitment done in2024/2025.

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

Management Response

Management concurred with the audit observation that the County did not adhere to the statutory

requirement on regional balance.

Management explained that this was due to the limited number of applications received from

applicants from non-dominant communities in response to various job advertisements. In most

cases, the few applicants from non-dominant communities did not meet the minimum

qualification requirements for the advertised vacancies.
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Management stated that, going fbrrvard, the Board will strive to comply with the statutory

requirement and will include a caption in future advertisements encouraging applications from

non-dominant communities in order to attract qualified candidates fiom such comrnunities.

Committee Recom mendations

The committee recommends that: -

1. the County Executive adheres to section 65(l)(e) of County Governments Act and

ensures that at least thirty percent of the vacant posts at entry level are filled by

candidates who are not from the dominant ethnic community in the county; and

2. The Committee recommends that the Standing Committee on National Cohesion,

Equal Opportunity and Regional Integration undertake a post legislative scrutiny on

the application of Section 7(2) of the National Cohesion and Integration Act (Cap. 7N)

to County Governments

18.0 Irregular Payments to the Council of Governors and County Public Service Board

National Consultative Forum

The statement of financial performance and as disclosed in Note l0 to the financial statements

reflects use of goods and services amount of Kshs. 1,585,636,068 which includes other

operating expenses amount of Kshs. 310,276,980. This latter amount further, includes amounts

of Kshs. 6,000,000 and Kshs. 300,000 paid to the Council of Governors and County Public

Service Board National Consultative Forum, respectively. However, supporting documents such

as; legal framework, invoice and contract agreement that forrned the basis for the payment were

not provided for audit review. This was contrary to Section 37 of the Intergovemmental

Relations Act,2012 which provides that the operational expenses in respect of the structures and

institutions established in this Act shall be provided lbr in the annual estimates of the revenue

and expenditure of the National Government to cater for; the Summit, the Council of County
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Com m ittee Observations

l) The Committee observed that the composition of the County's workforce does not reflect the

ethnic diversity of Kenya, with 89% of ernployees from one dominant ethnic community.

While acknowledging the demographic realities of Meru County, this fails to meet the spirit

of Section 7(2) of the National Cohesion and lntegration Act,2008. The Committee further

notes that Section 65(l)(e) of the County Govemments Act mandates county public service

boards to ensure that at least 30% ofvacant posts at entry level are filled by candidates who

are not from the dominant ethnic community, a provision that must be adhered to.
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Governors, the Technical Committee, Secretariat, and the sectoral working group established by

the Technical Committee and the sectoral working groups established by the Council.

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

Management response

Management concurred with the audit observation that the County paid Kshs. 6,000,000 to the

Council of Governors and Kshs. 300,000 to the County Public Service Board National

Consultative Forum.

Management explained that the payments were made due to inadequate funding by the National

Govemment to key institutions that support devolution.

Management further stated that discussions have been held between the Council of Governors,

the Senate, and the National Government on the matter, and there is expectation that an

appropriate resolution will be reached.

Committee Observation

The Committee observed that the County paid Kshs. 6,000,000 to the Council of Govemors and

Kshs. 300,000 to the Counry Public Service Board National Consultative Forum without a clear

legal framework or appropriation from the County Assembly for these specific purposes. This

constitutes an irregular expenditure, as defined in Regulation 2 of the PFM (County

Governments) Regulations,20l5, and is contrary to Section ru9Q)@) of the PFM Act, which

requires all expenditure to be lawful and authorised.

Committee Recommendations

The Committee recommends that; -

l) The irregular payments to the COG and the County Public Service Board National

Consultative Forum be stopped and further recommends the surcharge of any

Governor, in their capacify as the Office of the County Governor, who continues to

make the irregular contribution.

2) The EACC to oversee the recovery of all the public funds irregularly transferred to the

COG and CPSB National Consultative Forum by the Governor within 90 days of the

adoption of this report. This is in line with the Resolution of the Senate.

19.0 Lack of Approved Training Policy, Needs Assessment, and Annual Training Plan

The County Executive did not have an approved Training Policy, an Approved Annual Training

Plan, or evidence of a Training Needs Assessment (TNA). Additionally, the County's Human

Resource Manual is still in draft form, which contributed to the lack of formalized training and

development procedures and frameworks. This was contrary to Section H 2 (3) of the Human
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Resource Policies and Procedures Manual for Public Service,2016, which requires that

nomination and selection for individual and group training be based on prioritized training

projections. The approved programmes should address National, Organizational and individual

goals.

Management Response

Management stated that during the period under review, County departments approved training

for various staff through their respective Departmental Human Resource Committees.

Management explained that the approved trainings were intended to address identified skills

gaps at both individual and departmental levels and were informed by departmental training

needs assessments.

Committee Observation

The Committee observed that the County Executive continues to operate without a formally

approved Human Resource Manual, a Training Needs Assessment, and an Annual Training

Plan. This is contrary to Section H 2 (3) of the Human Resource Policies and Procedures

Manual for Public Service,20 16, and undermines systematic and strategic human capital

development.

20.0 Unestablished Sub-County (Level 4) Hospitals

Audit review revealed that the County Executive has nine (9) established Sub-counties.

However, the County has only established seven (7) Sub-county Hospitals. Further, there was

no evidence to prove that the County Executive established a County Health Management Team,

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

Copies of minutes of the Departmental Human Resource Advisory Committee meetings

approving the training requests were provided for audit review.

Committee Recommendations

The Committee recommends that;

l) The County Public Service Board (CPSB) to finalize and table the County Human

Resource Policies and Procedures Manual in the County Assembly for approval and

submit a status report to the Auditor General within ninety (90) days from the date

of adoption of this report.

2) The CPSB to develop and submit an Approved Annual Training PIan for the

2026/2027 Financial Year to the Auditor-General within ninety (90) days of the

adoption of this report.

3) The Auditor General to keep the matter under view in subsequent audit cycle.
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a health quality and assurance unit, a Health Facility Improvement Board and a policy on

transfer of unutilized pharmaceutical and non - phannaceuticals from one health facility to

another so as to ensure efficient stock management. This was contrary to Section 8 (l) of the

Meru County Health Services Act,2016 which provides that there shall be at least one county

hospital, at least one sub-county hospital in each sub-counfy, and at least one health center in

each ward.

In the circumstances, Management was in breach of the law

Management Response

Management concurred with the audit observation that the County has three gazetted Level 4

hospitals. Management stated that the mandate to classifu and grade hospitals as Level 5,4, or 3

rests with the Ministry of Health at the National Government level and not the County

Govemment.

Management further stated that, in order to ensure residents of Meru County access quality

medical services, the County maintains fifteen major hospitals distributed across the County.

These include Meru Level 5 Hospital and Giaki Sub-District Hospital in Imenti North;

Kanyakine Level 4 Hospital, Mikumbune Sub-District Hospital, and Kinoro Sub-District

Hospital in Imenti South; Githongo Sub-District Hospital in Imenti Central; Timau Sub-District

Hospital and Naari Sub-District Hospital in Buuri; Miathene Level 4 Hospital and Mikinduri

Sub-District Hospital in Tigania West; Muthuara Sub-District Hospital and Mbeu Sub-District

Hospital in Tigania East; Kageta Sub-District Hospital in Igembe Central; Nyambene Level 4

Hospital in Igembe South; and Mutuati Sub-District Hospital in Igembe Nonh.

Management indicated that the County has continued to improve infrastructure and services

within these facilities, including enhancement of theatres, morgues, specialized services,

inpatient wards, and radiology blocks.

Committee Observation

The Committee observed that the Counry Executive has not established the required health

governance structures, including a County Health Management Tearn, a Health Quality and

Assurance Unit, and Health Facility Management Boards for all Level 4 and 5 hospitals, as

required by Section l9 of the Health Act,2017, and the Facility Improvement Funds (FIF) Act,

2023. Further, only seven out ofthe nine sub-counties have a gazetted sub-county hospital.

Committee Recommendations

The Committee recommends that;
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l) The County Governor to liaise with the Ministry of Health (MOH) and the Kenya

Medical Practitioners and Dentists Council (KMPDC) to conduct an official

inspection and grading of all facilities, ensuring their levels reflect current capacity

and services, within ninety (90) days of adoption of this report.

2) The County Governor to appoint and gazette the County Health Management Team

and the Health Quality and Assurance Unit in compliance with Section 19 of the

Health Act, and submit a status report to the Senate and Auditor-General within 90

days ofadoption ofthis report.

3) The County Governor to establish and operationalize Health Facility Management

Boards for all Level 4 and 5 hospitals, in line with the FIF Act, 2023, to ensure

transparency in revenue retention and service delivery, within 90 days of adoption

of this report.

4) The County Executive to develop and table a Pharmaceutical and Non-

Pharmaceutical Stock Management Policy in the County Assembly within ninety
(90) days of the adoption of this report to ensure efficient stock management.

5) The Auditor-General to keep this matter und€r review in the next audit cycle.

2L.0 Lack of County Finance Bill
Review of the County Executive's legislative framework revealed that County continues to rely

on the Finance Act of 2019 for the imposition of taxes, fees, and charges for services. The Act,

though passed in line with the 201912020 financial year's budget proposals, has not been revised

to reflect subsequent annual budgets and prevailing economic realities. As a result, current rates

for various Counfy services do not align with inflation and the increased cost of service delivery.

In the circumstances, Management was in breach of the law

Management Response

Management stated that during the period under review, the County was using the Finance Act

of 2019 to collect revenue.

Management further stated that the County has prepared the Finance Bill for 2025, awaiting

approval by the County Assembly.

Committee Observation

The Cornmittee observed that the County Executive continues to rely on the Finance Act of
2019 to impose taxes, fees, and charges. This reliance on outdated legislation may not reflect

current economic realities and is contrary to the principle that no tax may be imposed, waived.

or varied except as provided by legislation (Article 210(l) of the Constitution).
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Committee Recom mendations

The Committee recommends that;

l) The CECM for Finance to comply with Section 132(2), read together with Section

l3l PFM Act by submitting the County Finance Bill simultaneously with the annual

budget estimates to the County Assembly.

2) The County Assembly must, pursuant to Section 133 of PFM Act, pass and enact

Finance Bill into law within ninety (90) after the passing of the Appropriation Act,

to prevent the use of obsolete legislation.

3) The Auditor General to keep the matter in view in subsequent audit cycle.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

Basis for Conclusion

22.0 Lack of an Updated Assets Register

Review of the County Executive's register revealed that Management did not update its assets

register in 202412025 financial year. Scrutiny of sampled procurement records and physical

verification exercises revealed that assets acquired in the subsequent financial years, including

some identified in the year under review totaling Kshs. 3,959,399 had not been recorded in the

assets register.

Management Response

Management stated that during the period under review, the County was in the first year of

adoption ofthe accrual basis ofaccounting.

Management further stated that IPSAS 33 allows entities in the first year of adoption to report

only financial assets and liabilities. Additionally, the roadmap provided by the National

Treasury in collaboration with the Public Sector Accounting Standards Board permits counties

to report all fixed assets in the third year ofadoption.

However, Management noted that the County prepared an inventory of all newly acquired

assets, which was included in the assets register using the approved template. Documentation

relating to the newly acquired assets, prepared in the prescribed format, was provided for audit

review.

COMI\4ITTEE
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In the circumstances, the controls and safeguards of assets could not be confirmed.



Committee Observation

The Comrnittee observed that the County Executive had not updated its assets register during the

202412025 financialyear, resulting in newly acquired assets valued at Kshs. 3,959,399 not being

recorded. While the transition to accrual accounting allows for a phased approach as per the

National Treasury's guidelines, the failure to maintain an updated register of current-year

acquisitions is a lapse in internal control and a breach of Regulation 136(l) of the PFM (County

Govemments) Regulations, 2015, which mandates the maintenance of an updated asset register.

Committee Recommendations

The Committee recommends that;

l) The County Executive should expedite the process of updating and presenting their
Fixed Assets Register in the format prescribed by the Public Sector Accounting

Standards Board before the transition to accrual basis of accounting and provide a

status update to the OAG within 90 days of adoption of this reportl and

2) The County Executive should adopt and implement the report of the Inter-
Governmental Relations Technical Committee (IGRTC).

23.0 Failure to Tag Fixed and Movable Assets

As previously repo(ed, Public Finance Management Regulations,20l5 Paragraph 136

specifically mandates that County Governments to maintain an updated asset register that

records all fixed and movable assets. This includes tagging assets and keeping detailed records

such as the cost of acquisition, asset location, and condition. Physical inspection of sampled

office desks, chairs and desktops revealed that the assets did not have tags on them therefore it
was not possible to confirm whether the assets belonged to the County.

In the circumstances, the controls on management of flxed assets could not be confirmed.

Management response

Management concurred with the audit observation that the County did not tag assets acquired in

the last two financial years.

Management explained that this was due to lack of budgetary allocation for the exercise.

Management further stated that an allocation was made in the current year's budget to carry out

the asset tagging exercise.

Committee Observation

The Committee observed that the County has not tagged its fixed and movable assets, making it

difficult to veriff ownership and physicalexistence. This is a direct contravention of Regulation
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136(l) of the Public Finance Management (County Governments) Regulations, 2015, which

requires that fixed and movable assets be tagged and recorded in a register to ensure proper

control and safeguarding.

Committee Recommendations

The Committee recommends that;

1) The County Governor to complete the physical verification and tagging of all high-

value and movable assets and submit a status report to the Senate and Auditor-

General within ninety (90) days date of adoption of this report.

2) The Office of the Auditor General should progressively review and report on the

matter in the subsequent financial year.

CHAPTER TWELVE

REPORT OF THE SENATE COUNTY PUBLIC ACCOUNTS COMMITTEE ON THE

REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF

COUNTY EXECUTIVE OF EMBU FOR THE FINANCIAL YEAR 2024125.

The Govemor of Embu County, Hon Cecily Mutitu Mbarire EGH, MGH appeared before the

Committee on Wednesday 28thJanuary 2025,to respond (under oath) to audit queries raised in

the Reports of the Auditor General on County Executive, Receiver of Revenue and County

Revenue Fund of Embu County for the Financial Year 2024125.

REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF

COUNTY EXECUTIVE OF EMBU FOR THE FINANCIAL YEAR 2024125

REPORT ON THE FINANCIAL STATMENTS

Basis for Qualified Opinion

1. Unsupported Retention Deposits

The statement of financial position and as disclosed in Note 33 to the financial statements

reflects refundable deposits and prepayments balance of Kshs.I 8,340,626. This balance is in

respect of retention money withheld by the County Executive, which is supposed to be

banked in a refundable deposits account. The opening balance reflects a balance of

Kshs.32,161,778 while the County Executive procured capital projects totalling

Kshs.896,222,260 as reflected in the statement of comparison of budget and actual amounts.
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Further, the bank account held at Central bank of Kenya revealed a closing balance of
Kshs.569,633 hence an un explained and unreconciled variance of Kshs.17,770,993.

In addition, Management did not provide a deposit ledger/register of beneficiaries who were

either deducted or refunded the deposits indicating the contract sum ofthe projects, the scope,

period and status. In the circumstances, the accuracy and completeness of the deposit balance

totalling Kshs.18,340,626 could not be confirmed.

Management Response

The management responded that the variance relates to years when there was no separate

deposits account and the funds could be retained in the Development bank account.

Reconciliation has been done and all the funds accounted for. The management is in the

process of providing for the difference through a supplementary budget. Retentions for

the current and recent years are wired to the retention account accordingly.

Committee Observation

The committee observed that the refundable deposits balance of Kshs.18.34 million does not

match the bank account balance of Kshs.0.57 million, leaving a difference of Kshs.l7.77 million

that the County Executive has not explained or reconciled.

Management could not provide a deposit register showing which contractors were deducted or

refunded, or the details of the related projects. This made it impossible to confirm if the

Kshs.l8.34 rnillion balance is accurate or complete.

Committee Recommendations

The Committee recommends that the Ethics and Anti-Corruption Commission (EACC)

conduct an investigation on the Kshs.l7,770,993, and to recommend prosecution of any

culpable officer(s).

The County Governor undertakes administrative action against the officer(s) who failed to

provide documents to the Auditor-General during the audit process in accordance with

section 156 of the Public Finance Management Act (Cap. 4l2A) and provide a status

report to the Auditor-General within ninety (90) days of the adoption of this report.

The Committee further recommends that the Directorate of Criminal Investigations

investigates breach of section 62(lXb) and (c) of the Public Audit Act (Cap. 4128) by the

county public officers, and where criminality is established, refer the matter to the

Director of Public Prosecutions for prosecution.

2. Unsupported Expenditure on Legal Services

The statement of financial performance and as disclosed in Note l0 to the financial

statements reflects an amount of Kshs.468,516,798 in respect of the use of goods and
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services, which includes an alnount of Kshs.90,698,285 in respect of other operating

expenses, which further includes legal expenditure arnount of Kshs.2,287,351 paid to an

Advocate. Horvever, the files containing details of the work done by the Advocate were

not provided for audit review. Further, there was no approval from the Counry Executive

Committee regarding the outsourcing of legal services.

In the circumstances, the accuracy and completeness of the legal expenditure amount of
Kshs.2,287,351 could not be confirmed.

Management Response

The management stated that the legal fees were paid to law firms that were contracted by

the County Govemment to defend it against various legal suits instituted against it. The

firm was given the contract was among law farms which had been prequalified. The

County could have suffered immense loss if the legal firms never appeared in court to

represent the County as judgement have been made previously against the County for

failing to enter appearance. The files containing details of the rvork done by the Advocate

has been availed for audit review.

Committee Observation

The committee observed that the management did not provide the necessary documents to

support the query.

Com mittee Recommendation

The Committee recommends that the County Governor undertakes administrative action

against the officer(s) who failed to provide documents to the Auditor-General during the

audit process in accordance with section 156 of the Public Finance Management Act (Cap.

4l2A) and provide a status report to the Auditor-General within ninety (90) days of the

adoption of this report.

The Committee further recommends that the Directorate of Criminal Investigations

investigates breach of section 62(l)(b) and (c) of the Public Audit Act (Cap. 4l28) by the

counfy public officers, and where criminality is established, refer the matter to the

Director of Public Prosecutions for prosecution.

3. Unsupported Payments in Respect of County Industrial Aggregation Park

The Embu County Revenue Fund financial statements reflect receipts of Kshs.186,000,000

from the County Industrial Aggregation Park Fund. Audit review of the Embu County

Industrial Aggregation Park Fund bank statements reflect payments and transfers of
Kshs.2 19,554,655 from the bank account during the year under review However, tender

documents, payment vouchers, project files, bid documents and the financing agreement of
the Embu County Industrial and Aggregation Park Project (CAIP) were not provided for

audit review. Management indicated that the tender documents had been burnt during
790



The management responded that the County Government in at an advanced stage of

constructing a County Aggregation and Industrial Park (CAIP). The is a project is being

undertaken jointly with the National Government. The agreement document between the

National and County Govemments, payment vouchers, project subject file and project status

report have since been availed for audit review. Regrettably, the tender documents were

among the records destroyed in an arson attack on govemment premises in the month of June,

year 202312024

2. The County Executive establishes a project management and monitoring Systent

to help in proper project conceptualization, planning, execution and timely completion

of projects as well as realization of value for money as provided for in the Public

Finance Management Act, 2012 and the Public Finance Management (County

Government) Regulations,20l5 within ninety (90) days of the adoption of this report.

4. 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, in

addition the management to ensure they provide the tender documents to the

Auditor General within (90) days of the adoption of this report.
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demonstrations in Ernbu Town. In the circumstances, the accuracy and regularity of the

expenditure could not be conflrmed.

Management Response

Committee Observation

The committee observed that the original tender documents was destroyed in an arson attack.

Committee Recommendation

The Committee recommends that;

l. To achieve the primary objective of the County Agro-Industrial Project (CAIP),

which is to foster growth in manufacturing and investments through agro-industries

while sustainably enhancing the productivity of the agriculture sector, the National

Government should actively engage with County Governments. This engagement

should empower Counties to identify and prioritize initiatives that promote 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.



Ll
5. Undisclosed Account Payables

The statement of financial position reflects current liabilities balance totalling

Kshs.1,722,877,451. However, the balance excludes a liability in respect to transfers from

special purpose account amount of Kshs.l0, 167,300 which was borrowed from the special

purpose account but was not refunded back to the account.

Further, the payables have been classified as current liabilities, however, review of the

payment plan forwarded to Controller of Budget showed that payables totalling

Kshs.1,429,250,047 were to be settled between 202612027 to 203212033 six (6) years

financial period which should have been classified as non - current liabilities.

In the circumstances, the accuracy and completeness of current liabilities balance of
Kshs.1,722,877,451 could not be confirmed

Management Response

The schedules provided to support the figures of Kshs.1,429,250,047 payable between

202612027 to 203212033, a six (6) years financial period which should have been

classified as non - current liabilities. The observation has been considered and shall be

implemented in future reports while the Ksh. 10,167,300 was not a borrowing but an inter

account transfer which was appropriately journalized and authorized.

Committee Observation

The committee observed that even though the inter account transfer was appropriate the

money borrowed had not been retumed.

Committee Recommendations

The Committee therefore recommends that:

1. that trade payables due for more than 365 days be considered indicative of poor

financial management and that the County Executive provides actionable payment

plans to the Controller of Budget (CoB) within ninety (90) days of the adoption of this

report, failure to which the subsequent quarter budget releases will not be effected;

2. that the County Executive pays all payables due to staff within ninety (90) days of the

payables becoming due, failure to which the subsequent quarter budget releases will

not be effected;

3. that the County Executive pays all statutory deductions to the relevant agencies within

the statutory deadlines' failure to which the subsequent quarter budget releases will

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

quarter budget releases will not be effected;

5. that the Ethics and Anti-Corruption Commission investigates the pending bills owed to

staff, statutory deductions and pensions to establish whether any funds due to staff
were retrieved from the County Revenue Fund, and if so, how the funds were utilised,

with a view to recommending the prosecution of persons determined liable for
misdirecting the funds;

6. that all County Governments pay verified pending bills amounting to less than Ksh. 1

billion by the end of this financial year and those above Ksh.l billion by the end of the

financial year 202612027; and

The Committee further recommends that-

i. pursuant to the provisions of Regulation 4l(2) & (3) of the Public Finance

Management (County Governments) Regulations, 2015, County Governments

prepare and submit to the Controller of Budget, a payment plan, prioritizing
payment of pending bills as a first charge on the County Revenue Fund, failure to
which the subsequent quarter budget releases will not be done;

ii. the Controller of Budget takes into consideration the efforts made by a county

government to clear inherited pending bills when approving exchequer releasesl

iii.County Governments shall only pay pending Bills contained in their respective

procurement plans pursuant to Regulation 50 (2) & (3) of the Public Finance

Management (County Governments) Regulations;

iv. Supplementary budgets for county 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 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

vii. The Office of Controller of Budget and the Senate will monitor compliance

and apply sanctions if payment plans are not honoured.
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6. Unreconciled Kenya Medical Supplies Authority Debt

The statement of financial position reflects current liabilities balance totaling

Kshs.1,722,877,451. The liabilities balance of Kshs.l ,122,877,451 includes supply of

drugs and medical supplies totaling Kshs.33,723,916 owed to Kenya Medical Supplies

Authority. However, the Authority's records reflect a balance of Kshs.43,861,105 resulting

in an unreconciled and unexplained variance of Kshs.l0, 137,789.

In the circumstances, the accuracy and completeness of current liabilities balance of

Kshs.1,722,877 ,451 could not be confirmed.

Management Response

In line with the audit observation, the Embu County Government has done a reconciliation

on amounts owed to Kenya Medical Supplies Authority (KEMSA), an amount of
Kshs.33,723,916 which had not been settled by the closure of the financialperiod, while

the Kemsa records showed and amount of Ksh.43,86 1,705.

Index Details Amount (Ksh) Anrount (Ksh)

I Un reconciled amount 10,137,789

Payments Posted 04.07 .2025 7,772,599

J Outstanding Invoice 2.365,190

Sub Total 10,137,,789

4 Reported Balance 33,723,916

5 Add: Outstanding Amount 2,365,190

TOTAL PAYABLE TO KEMSA 36.089.106

The reconciliation to that effect has been concluded and provided for audit verification

Committee observation

The OAG informed the committee that the matter had been addressed.
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Comm ittee Recommendation

The committee recommends that the matter be marked as resolved.

7. Voided Transactions

Review olthe County Executive's system payments revealed that eight hundred and sixty -
two transactions amounting to Kshs.313,720,244 were voided during the financial year

202412025. However, Management did not provide the supporting approvals and

justification for the voided transactions amounting to Kshs.313,720,244.

In the circumstances, regularity of the voided transactions amounting to

Kshs.313,120,244 could not be confinned.

Management Response

The voided transactions were as a result of payments processed up-to payment but were

unpaid due to insufficient funds at the end of financial period. The approvals have been

provided for audit review.

Committee observation

The OAG infonned the committee that the matter had been addressed.

Com m ittee Recommendation

The committee recommends that the matter be marked as resolved.

Emphasis of Matter

i. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget

and actual on comparable basis of Kshs.6,534,262,282 and Kshs.5,259,463,775

respectively, resulting to an under-funding of Kshs.1,274,798,507 or 20o/o of the budget.

Similarly, the County Executive spent an amount of Kshs.5,093,307,106 against actual

receipts of Kshs.5,,259,463,775 resulting to an under-utilization o1Kshs.166,156,669.

The under-funding may have affected the planned activities and impacted negatively on

service delivery to the public.

Managements Response

The underfunding ofthe budget was caused by shortage in funds to tlnance the entire budget,

attributed to a shortfall in own source revenue and donor funding. However, there was no

underutilization of the budget given that the works and services had been contracted in the

year and were at an advanced stage of completion.

Committee Observations

The Committee observed that;

l) there was under-utilization of appropriated funds by the county executive as a result of delay
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2) the county did not meet its own-source revenue targets

Com mittee Recommendations

The Committee therefore recommends that:

l. 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,,2012.

2. the County executive puts in place measures to enhance its own generated revenue in

order to meet its revenue target and address revenue shortfalls.

ii. Pending Accounts Payable

Review of the budget revealed that an amount of Kshs. 100,000,000 was allocated for the

settlement of pending bills, against a total outstanding balance of Kshs.2,207,376,070

disclosed in the audited accounts for the year ended 30 June, 2024. An analysis of the

ageing analysis schedule ofpending bills revealed that the current year payables balance

totaled Kshs.l,560,l 48,304, while the outstanding payables balance for the last financial

year was Kshs.1,521,621,076. This represents Kshs.38,527,228 (3%) increase in pending

bills from the financial year 202312024.

Further, the audit review ofthe payables' schedule revealed that as at the end ofthe third

quarter of the financial year, the outstanding balance of accounts payable was

Kshs.1,748,082,570. This indicates that the payables were not settled as a first charge on

the budget.

Failure to settle bills during the year in which they relate distorts the financial statements

and adversely affects the budgetary provisions for the subsequent year to which they have

to be charged.

Management Response

The management responded that it has endeavored to settle the accounts payable through

budgetary provision as well as deliver development to the residents with a total amount of
ksh295,556,323 being paid out in the year under review. The was however an additional Ksh.

333,718,734.46 attributed to the short fall in resources an appendix was attached.

Committee Observation

The committee observed that the management has a 3%o increase of pending accounts

payable from the previous financial year.

Com m ittee Recom mendations
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The Committee therefore recommends that:

1. that trade payables due for more than 365 days be considered indicative of poor

financial management and that the County Executive provides actionable payment

plans to the Controller of Budget (CoB) within ninety (90) days of the adoption of this

report, failure to which the subsequent quarter budget releases will not be effected;

2. that the County Executive pays all payables due to staff within ninety (90) days of the

payables becoming due, failure to which the subsequent quarter budget releases will
not be effected;

3. that the County Executive pays all statutory deductions to the relevant agencies within

the statutory deadlines' failure to which the subsequent quarter budget releases will
not be effected;

4. that the County Executive pays all pension deductions to the relevant funds within
ninety (90) days of the deductions becoming due, failure to which the subsequent

quarter budget releases will not be effected;

5. that the Ethics and Anti-Corruption Commission investigates the pending bills owed to

staff, statutory deductions and pensions to establish whether any funds due to staff

were retrieved from the County Revenue Fund, and if so, how the funds were utilised,

with a view to recommending the prosecution of persons determined liable for

misdirecting the funds;

6. that all County Governments pay verified pending bills amounting to less than Ksh. I

billion by the end of this financial year and those above Ksh.l billion by the end of the

financial year 2026/2027; and

The Committee further recommends that-

i. pursuant to the provisions of Regulation 4l(2) & (3) of the Public Finance

Management (County Governments) Regulations, 2015, County Governments

prepare and submit to the Controller of Budget, a payment plan, prioritizing
payment of pending bills as a first charge on the County Revenue Fund, failure to
which the subsequent quarter budget releases will not be done;

ii. the Controller of Budget takes into consideration the efforts made by a county

government to clear inherited pending bills when approving exchequer releasesl

iii.County Governments shall only pay pending Bills contained in their respective

procurement plans pursuant to Regulation 50 (2) & (3) of the Public Finance

Management (County Governments) Regulations;
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iv. 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 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

vii. The Office of Controller of Budget and the Senate will monitor compliance

and apply sanctions if payment plans are not honoured.

Other Matter

Unresolved Prior Year Audit Matters

In the prior years' audit reports, several issues were raised under the Report on Financial

Statements, Report on Lawfulness and Effectiveness in Use of Public Resources, and Report

on Effectiveness of Internal Controls, Risk Management and Governance as summarized in

Appendix I. However, review of the status during audit revealed that the matters remained

unresolved as at 30 lune,2025.

Management Response

The management recognized all outstanding matters and has put down measures to bring them

to a closure including allocating funds for adequate budgetary allocation and adherence to

specific guidelines from the national Government.

Committee Observation

The Committee observed that the County Executive did not take action on some issues raised in

the Report of the Auditor General for the Financial year 202312024.

Committee Recom mendations

The Committee recommends that-

l. the County Executive implements the recommendations of the Committee in its
report on the Report of the Auditor-General on Financial Statements for Embu County

Executive for the Financial Year 2023/2024 as adopted by the Senate and reports to the

committee within ninety (90) days of the adoption of this reportl

2. the account officer complies with section 53 of the Public Audit Act by taking the
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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;

3. the County Executive engages with the Office of the Auditor-General to address and

resolve any outstanding matters; and

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

financial year.

Other Information

l.Irregular Extension of Revenue Collection and Management Automation System

Contract

Review of records established that during the year, Management paid an amount of
Kshs.3,000,000 to a local company for an extension of a contract for the supply, delivery,

implementation, customization, and commissioning of a revenue collection and management

automation system. The contract expired on 06 April , 2023 but had not been extended.

However, Management issued Local Purchase Orders. No. 66 and,76, approving the contract

extension without a formal recommendation from the Tender Evaluation Committee. This

was contrary to Section 139(l)(2) of the Public Procurement and Asset Disposal Act,20l5
which sets the contractual obligations to a contractor after a procurement process is

completed.

Further, records show that the County Government was already in the process of acquiring a

new revenue system at a contract sum of Kshs.37, 120,000 and an amount of Kshs.8,742,644

had already been incurred towards acquiring the new revenue system.

In the circumstances, Management was in breach o1'the law

Management Response

The management stated that it acquired a Revenue Collection and Management Automation

System under a contract executed on 6th April 20 l8 for a period of five (5) years, which

lapsed on 6th April2023.ln accordance with Clause 5, Sub-Clause 6.1.3(B) of the Second

Addendum to the Contract, ownership of the systern was granted to the County Government

upon expiry of the contract. In addition, At the time of contract expiry, the County

Government lacked the requisite ICT infiastructure and technical capacity, including seryers

and related system-hosting capabilities, to independently host and manage the system.

Consequently, and in order to ensure continuity of revenue collection and avoid disruption of
services, Management allowed the service provider to continue hosting and supporting the
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system on an interim basis while the Coun war SCS il IS ng the necessary

intemal capacity. This arrangement covered third-party system services required for the

continued operation of the Revenue Management System and was documented through

internal approvals by the Embu County Revenue Authority (ECRA) Board.Further,

Management had noted that the existing system could not meet the evolving operational and

efficiency requirements for service delivery. As a result, the process of procuring a new

Revenue Management System was initiated, which was already underway during the period

under review.

The committee observed that the management did not provide the handover report for full

ownership. In addition, the management is breech of the provisions of Regulation 22(l)(b) of

Public Finance Management (County Governments) Regulations,20 15.

Committee Recommendation

The Committee recommends that; -

The County Governor undertakes administrative action against the officer(s) who

failed to provide documents to the Auditor-General during the audit process in

accordance with section 156 of the Public Finance Management Act (Cap. 4l2A)

and provide a status report to the Auditor-General within (90) days of the adoption

of this report.

2. The Committee further recommends that the Directorate of Criminal Investigations

investigates breach of section 62(lxb) and (c) of the Public Audit Act (Cap. 4l2B)

by the county public officers, and where criminality is established, refer the matter

to the Director of Public Prosecutions for prosecution.

Weaknesses in Management of County Vocational Training Centers

Review of the courses offered at VTC revealed that eight (8) VTCs were offering eighteen

(18) more courses than those formally approved by the relevant accrediting bodies, such

as the TVET Authority and the Curriculum Development Assessment and Certification

Council (CDACC). These additional courses lacked official accreditation or curriculum

approval, thereby constituting non-compliance with established academic regulatory

standards. Mbonzuki VTC, was operating without accreditation, licensing, or registration

by the Technical and Vocational Education and Training Authority (TVETA), contrary to

the requirements of section 17 of the TVET Act,2023.

I
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F-urther, the Department of Vocational Training, offered appointment letters to twenty-six

(26) Station Managers to the Vocational Training Centres across Embu County. However,

it rvas no(ed that proper recruitment procedures and advertisements lbr the respective

posts were not followed, and interviews were never conducted.

In addition, at one VTC, one permanent and pensionable instructor, who also served as

the Manager, was responsible for training approximately eighty-three (83) enrolled

students in the flnancial year. The instructor was technically skilled in one technical area,

resulting in a competency gap for students seeking training in carpentry and welding

courses.

In the circumstances, full optimization of the benefits from VTCs to the public could not

be confirmed.

Management Response

The management stated that;

i. All the courses offered in the VTCs are accredited by either TVETA or KNEC or

recently, CDACC. The VTCs apply for accreditation whenever a new course is

added, but these bodies work on their own calendar and sometimes, it takes a lot

of time before they come for evaluation

ii. The Scheme of Service for Youth Trtining Personnel (May 2012), did not have

the position of Manager of the VTC and the serving officer were only given duty

allocation letters awaiting further recruitments. The Department of Education,

VTC section, is in the process of implementing the Scheme of Service for
Vocutionul Troining Personnel, November 2021, after securing budget and the

vacancies for Managers has been declared. The interviews will be conducted by

Public Service Board in the year.

iii. In the F/Y 202512026, the depa(ment has secured funds to employ more

instructors to help with the deficit that has been identifled. The process of
recruitment of nerv Intern-instructors will be completed early January 2026

Committee Observation

'fhe cornmittee observed that the management did not prioritize competitive recruitment. In

addition. 8 VTCs offer uncredited courses. Staffing failures have also undermined

governance and instruction with one teacher handling 83 students which creates skill gaps.

Committee Recommendation
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The Committee reconrmends that the oun xec u ves uts down the l8 unaccredited

courses and suspends operations at Mbonzuki VTC until full accreditation is obtained

under Sections 17 and 26 ofthe TVET Act,2023.

Furthermore, the County Public Service Board must terminate the engagement of the 26

Station Managers hired without competitive recruitment, as their appointments violate

Article 232 of the Constitution. To ensure personal accountability, the Accounting Officer
responsible for these irregular hiring must be personally surcharged under Section 202 of
the PFM Act to recover all salaries paid to date.

Additionally, the officer who authorized the unaccredited courses shall be surcharged to

refund all tuition fees paid by affected students, as the training lacks legal and academic

recognition.

3. Failure to Establish Sub-County (Level 4) Hospital

As previously reported, audit review revealed that Embu County has four (a) Sub- counties.

However, the County Management has only established three (3) Sub - county (level 4)

Hospitals, and none had been established in Manyatta Sub - county. This was contrary to

Section 8 ( I ) of the Embu County Health Services Act,2024 which states that

there shall be at least one County Hospital, at least one Sub-County hospital in each Sub-

County, and at least one health center in each ward.

Further, there was no evidence to prove that the County Management established a County

Health Management Team, a Health Quality and Assurance Unit, a Health Facility

Improvement Board and a policy on transfer of unutilized pharmaceutical and non -
pharmaceuticals from one health facility to another so as to ensure efficient stock

management. This was contrary to the requirements of the Embu County Health Services Act,

2024, Sections 31, 35 and 45 respectively.

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

The management stated that In line with the audit observation, the County Management has

three Sub - County (level 4) Hospitals, and none had been established in Manyatta Sub -
County. The Government is however at a very advanced stage of upgrading Four more health

centers into Sub County hospitals, one of which is in Manyatta Sub County. The Embu Level

5 hospital is also domiciled in Manyatta Sub County which has all along served the residents

in all health care matters.



Committee Observation

The committee observed that the managerxent obscrved that the rxanagement is progressively

working torvards cornpleting the fbur centers.

Committee Recom mendation

The Committee recommends that;

l) The County Executive establishes a project management and monitoring System to

help in proper project conceptualization, planning, execution and timely completion of

projects as well as realization of value for money as provided for in the Public Finance

Management Act, 2012 and the Public Finance Management (County Government)

Regulations,20lS within 90 Days from the date of adoption of this report;

2) The Office of the County Governor to prioritise completion of existing and stalled

projects and provide a budget for their completion and provide a status update to the

Auditor General within 90 days of the adoption of this report;

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

4. Stalled Construction of Gategi Health Centre

The County Executive awarded a local contractor a tender for the construction of Gategi

Health Centre (Upgrading from Level 3 to Level4) through Negotiation No:1482228 at a

contract sum of Kshs .28,843,212 on I 2 June, 2024. The Construction was supposed to be

completed in twelve (12) months from the date of the contract. The first payment for the

contract amounted to Kshs.13,305,153 for works done in the financial year 2023-2024

while the second payment amount was Kshs.10,000,000 all totalling Kshs.23,305,153

paid to the contractor.

Physical inspection of the proiect in the month of June, 2025, revealed that the project

had stalled and the contractor was not on site despite a substantial amount of the contract

sum having been paid, and the completion date ofthe contract having expired on l2 June,

2025.

In the circumstances, the value for money for the expenditure totalling Kshs.23,305,153

could not be conflrmed.

Management Response

The management stated that there was a request by the user department for temporary

suspension ofconstruction works due to change ofdesign.

The contractor has since resumed construction works on site. Appendixes were attached.
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The committee observed that the rnanagernent observed that the management is progressively

working torvards completing the center.

Com mittee Recom mendation

The Committee recommends that;

1) The County Executive establishes a project management and monitoring System to

help in proper project conceptualization, planning, execution and timely completion of

projects as well as realization of value for money as provided for in the Public Finance

Management Act, 2012 and the Public Finance Management (County Government)

Regulations, 2015 within 90 Days from the date of adoption of this report;

2) The Office of the County Governor to prioritise completion of existing and stalled

projects and provide a budget for their completion and provide a status update to the

Auditor General within 90 days of the adoption of this report;

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

5. Idle Health Facilities Buildings

Audit examination of payment records and supporting documents in respect of

construction and civil works revealed that the County Executive incurred a total

expenditure amounting to Kshs.I1,474,068 in respect to construction of Kiangungi

Dispensary, Kangethia Dispensary, Gichera Dispensary, an ablution block at Gicheche

Dispensary, and renovation of an Isolation Ward at Kianjokoma Level 3 Hospital. The

project's physical inspection carried out in the month of June, 2025, revealed that the final

certificates had been paid. However, the buildings had not been put into any form of use.

Further, Gichera dispensary's land was not fenced hence risked encroachment, the

buildings and toilets had been vandalized, and there was presence of overgrown thickets

and bushes in the compound. At Kiangungi dispensary, there was a substandard fence,

paving of the compound was not done, the buildings and toilets had been vandalized, and

there was the presence of overgrown trees and bushes in the compound.

In the circumstances, the value for money for the three projects expenditure totalling

Kshs.l 1,474,068 could not be confirmed.

i. KIANGUNGIDISPENSARY
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Management Response



The County Government is in the process of acquiring medical equipment and furniture

for the facility, as rvell as recruiting staffto operationalize it. Security has been provided

at the facility, and the community has been sensitized on the protection of public property.

Bushes within the compound have been cleared, and the fencing has been reinforced.

ii. GICHERA DISPENSARY

The County Government is in the process of acquiring medical equipment and furniture

for the facility and recruiting staff to operationalize it. The facility has been fenced in

accordance with Contract No. l881314-202412025 dated 1010612025. Appendixes were

attached.

iii. KIANJOKOMA LEVEL 3 HOSPITAL

iv. KANGETHIADISPENSARY

The County Government is in the process of completing the external works and equipping

the mortuary. This has been proposed under the 202612027 Fiscal plan.

v. GICHECHE DISPENSARY

Ablution block is now complete and in use

Committee Observation

The committee observed that the management observed that the managetnent is progressively

working towards completing and equipping the dispensaries.

Com mittee Recommendation

The Committee recommends that;

l) The County Executive establishes a project management and monitoring System to

help in proper project conceptualization, planning, execution and timely completion of
805

The building was initially designed to function as an operating theatre; however, it was

later converted into a COVID-19 isolation center under the same contract. The

department is currently in the process of reconvening the facility back to an operating

theatre and equipping it accordingly.
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projects as well as realization of value for money as provided for in the Public Finance

Management Act,, 2012 and the Public Finance Management (County Government)

Regulations, 2015 within 90 Days from the date of adoption of this reportl

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;

The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

6. Stalled Twin Workshop at Siakago VTC

Construction of a twin workshop at Siakago VTC, initiated by the National Government in

the financial year 2012 had stalled and remained incomplete to date. Following

devolution, no further works were undertaken, and there was no documentation indicating

whether the project was to be completed by the National Government or handed over to

the County Government. Physical inspection conducted in July, 2025 confirmed that the

contractor was not on site. Further, inspection revealed that female students occupied a

dilapidated wooden/prefab dormitory that was poorly ventilated, lacked natural light at

daytime and was on the verge of collapsing, thereby posing a risk of loss of life to the

students.

In the circumstances, value for money for the stalled building could not be confirmed

Management Response

The responded that Siakago VTC is amongst the many facilities yet to be handed over

from the national government in line with devolution of services, however during the F/Y

2025-2026, the department has allocated money for the completion of the Twin-

Workshop at Siakago VTC.

Conr nr ittee Observation

The committee observed that the management observed that the management is progressively

working towards completing the workshop.

Com m ittee Recom mendation

The Committee recommends that;

l) The County Executive establishes a project management and monitoring System to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance
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Management Act, 2012 and the Public Finance Management (County Government)

Regulations, 2015 within 90 Days from the date of adoption of this report;

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;

3) The OAG to keep the matter in view and provide a status update to the Conrmittee in

the subsequent audit cycle.

Physical inspection of the projects of unknown amount in the month of July, 2025 revealed

that two projects, the mortuary at Karaba dispensary and the maternity ward at Kamweli

dispensary, had stalled, and the contractor was not on site. The Matemity Ward at

Kamweli Dispensary was initiated in 2009, and no action had been taken to fast track its

completion as of July, 2025.

In the circumstances, value for money and benefits to be accrued from the dispensaries

were not achieved.

Management Response

KARABA MORTUARY

The County Government has allocated Ksh. 2,500,000 in the 202512026 financial

year and is in the process of completing the external works and equipping the

mortuary. More allocations will be considered in the year 202612027 fiscal plan for

the final conclusion of the multi-year project

ii. KAMWELI DISPENSARY

The County Government proposed the allocation of funds inthe20261202'7 financial period

for the completion and operationalization of the facility.

Committee Observation

The cornmittee observed that the management observed that the management is progressively

working towards completing the mortuaries.

Committee Recommendation
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7. Stalled Projects at Karaba and Kamweli Dispensaries
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The Committee reconrmends that;

l) The County Executive establishes a project management and monitoring System to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, 2012 and the Public Finance Management (County Government)

Regulations, 2015 within 90 Days from the date of adoption of this report;

2) The Office of the County Governor to prioritise completion of existing and stalled

projects and provide a budget for their completion and provide a status update to the

Auditor General within 90 days of the adoption of this report;

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

8. Stalled Project - Governor's Official Residence

As previously reported, the County Executive entered into a contract for construction of
Governor's residence with a firm at a contract sum of Kshs.49,703,439 on 08 March,

2021. The contract period was to run for seventy-two (72) weeks with expected

completion date of 8 September, 2022. However, at the time of audit in September,

2025,the Govemor's official residence was not complete and the last certificate of work

done revealed that the project was 55% complete. Physical inspection conducted in

August, 2025 confirmed that the contractor was not on site. Further, the building had

deteriorated and the wooden elements had begun to rot. Request for an engineer's opinion

on status of the building was not provided for audit review. No evidence was also

provided for review to confirm whether the contractor had sought for extension of
contract period, or a default notice issued to the contractor by the County Executive.

In the circumstances, Management was in breach of the SRC circular of 20 May,2019

and the public may not have obtained value for money from the stalled project.
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Management Response

The management responded that the Governor's official residence was not

complete. The contractor acted in breach and the contract was terminated. The

management is planning on budgetary allocation once funds for completing the facility and

bring it to use. An appendix was attached.

Committee Observation

The committee observed that the management had not allocated funds towards completion of
the project. In addition, the contractor was terminated.
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Committee Recommendation

The Committee recommends that;

l) The County Executive establishes a project management and monitoring System to

help in proper project conceptualization, planning, execution and timely completion of
projects as well as realization of value for money as provided for in the Public Finance

Management Act, 20L2 and the Public Finance Management (County Government)

Regulations,,20lS within 90 Days from the date of adoption of this report;

2) The Office of the County Governor to prioritise completion of existing and stalled

projects and provide a budget for their completion and provide a status update to the

Auditor General within 90 days of the adoption of this report;

3) The OAG to keep the matter in view and provide a status update to the Committee in

the subsequent audit cycle.

9. Failure to Establish and Gazette the Alcoholic Drinks Board

Review of the operations from the Trade and Investment Departrnent, where the

Alcoholics' Drinks Board is domiciled, revealed that the County does not have in place an

Alcoholic Control Board. Instead, the functions of the Board were perfonned by an Ad hoc

Committee. Consequently, the revenue raised from the liquor licenses could not be

confirmed in terms of the rates charged and accountability of the same. This was contrary

to Section 4 (l) of the Embu County Alcoholic Drinks Control Act,202l which states that

there is established a Board to be known as Embu County Alcoholic Control Board.

In the circumstances, Management was in breach of the law

Management Response

The management acknowledged the audit observation regarding the absence of a formally

established and gazetted Embu County Alcoholic Drinks Control Board as provided for

under Section 4(l) of the Embu Counfy Alcoholic Drinks Act,202l.

Deleting the representation of religious group 4(3) (e) and representation of youth

groups 4(3) (f)

Introducing representation from NGOs involved in drug rehabilitation as per the

National Council for Non-Governmental Organizations a(3) (fa)

Following these legislative changes, the Department has initiated the process of
809

It is important to note that the Act was recently amended through the Embu County

Alcoholic Drinks Control (Amendment) Act, 2024 (No. 6 of 2024), which commenced on

l6th September 2024. The amendment revised Section 4(3) to update the composition

and appointment procedure of the Board by:
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establishing the Board in line with the amended law. Consultations with relevant

stakeholders have been concluded, and a draft list of nominees has will been prepared. The

nominees will be fonnally presented to the County Assembly for consideration and approval,

after which the appointments will be gazetted to operationalize the Board.

In the interim, an ad hoc committee continues to facilitate liquor licensing and compliance

operations to ensure service continuity pending the full constitution of the Board. Revenue

collections, accounting and financial are functions of Embu County Revenue Authority

and not functions of the Alcoholic Control Board.

Com mittee Observations

The Committee notes that the County does not have in place an Alcoholic Control Board where

its functions were performed by an Ad hoc Committee contrary to Section a (l) of the Embu

County Alcoholic Drinks Control Act,202l which establishes Embu County Alcoholic Control

Board.

In addition, the revenue raised from the liquor licenses could not be confirmed in terms of the

rates charged and accountability of the same in the absence of the Board.

Committee Recommendations

I The County Executive should implement Section 4 (l) of the Embu County

Alcoholic Drinks Control Act,202L the Embu County Alcoholic Control Board to

undertake the functions stipulated under Part II (a)(2) of the Act.

The Accounting Officer should provide accountability for the revenue raised from

the liquor licenses and define the terms of the rates charged within 90 days after

adoption of this repot.

2
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10. Failure to Surrender Imprests

Review of the imprest register revealed outstanding imprest of Kshs.2 1,768,240 issued

between luJy, 2023 and 3 0 June, 2025 which had not been surrendered or accounted for.

This was contrary to Regulation 93 (5) of the Public Finance Management (County

Governments) Regulations, 20 15, which stipulates that a holder of a temporary Imprest

shall account or surrender the Imprest within seven (7) working days after retuming to the

duty station. In addition, some officers held multiple imprests before the surrender of



previous issues contrary to Regulation 93(4Xb) of the Public Finance Management

(County Govemments) Regulations, 201 5.

In the circumstances, Managernent was in breach of the law

Management Response

The outstanding irnprest of Kshs.21,768,240 outstanding as at 30 June,2025 has since

been surrendered and documents produced for audit verification, and the recovery

commenced on an outstanding arnount of ksh.5,757, 180 from the payroll. An appendix

was attached.

Committee Observation

The committee observed that the management had not fully recovered the outstanding

imprests.

Com mittee Recom mendation

3. The Committee recommends that the accounting officer who failed to recover the

imprest surcharged in accordance with paragraph 93(6) of the Public Finance

Management (County Governments) Regulations, 2015.

4. The Committee further recommends that the Directorate of Criminal Investigations

investigate the breach of Regulation 93(7) of the Public Finance Management (County

Governments) Regulations, 2015, by the Accounting Officer for failing to recover

outstanding imprests. Where criminality is established, the matter should be referred

to the Director of Public Prosecutions for prosecution.

5. OAG to keep this matter in view in the next audit cycle.

11. Irregular Engagement of Casual Employees

Review of records maintained established that the Counfy Executive recruited four

hundred and forty-two (442) casual employees for rnore than one month during the

financial year. This was contrary to paragraph (v) on the Basic Guidelines on Hiring of

casual workers in the Embu County Public Service of March, 2024 which states that

casual workers will not be engaged fbr rnore than one ( I ) month on a continuous basis.

Further, there was no evidence ol transparency in picking the casual workers since

majority of the casual were above thirty (35) years of age and the posting list of the

casuals with the respective responsibilities in each duty station was not provided for audit

review.

ln the circumstances, Management was in breach of the law

Management Response

The four hundred and fbrty-two (442) casual rvorkers were engaged and deployed to

perform critical and sensitive functions, primarily cleaning and sanitation services in
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health facilities and other public places. Disruption of these services would have posed

significant public health and operational risks.

The casual workers were previously engaged by the former Hospital Management Boards

and were therefore not newly recruited by the County Public Service Board during the

period under review. Their continued engagement was necessitated by the need to ensure

continuity of essential services pending regularization in accordance with applicable

guidelines.

In view of the foregoing, and acting on its own motion, the County Public Service Board,

pursuant to Section 63(c) of the County Governments Act,2012, exercised its mandate in

the best interest of the County Public Service to ensure unintemrpted delivery of essential

services. Accordingly, the Board granted delegated authority to various Chief Officers to

engage casual workers for a limited period of three (3) months strictly as a temporary

measure to allow completion of the prescribed engagement processes in line with

applicable laws and guidelines.(Delegated Authority)

With regard to transparency and deployment, Management confirms that the casual

workers were deployed to specific duty stations based on operational requirements within

departments.

Further, the County Public Service Board is in the process of regularizing the engagement

of eligible casual workers by translating their terms of service to contractual engagements

where the nature of the services is long-term, in order to ensure sustained compliance

with the law and applicable public service regulations.

Committee Recommendation

The County Governor undertakes administrative action against the officer(s) responsible

recruitment in accordance with section 156 of the Public Finance Management Act (Cap.

4l2A) and provide a status report to the Auditor-General within ninety (90) days of the

adoption of this report.

2. Irregular Engagement of Staff Above Mandatory Retirement Age

Review of payroll data revealed that seventy - six (76) officers who had attained the

mandatory retirement age of sixty (60) years were still in service as at 30 May, 2025. This

was contrary to Regulation 70(l) (a)(b) of the Public Service Commission Regulations
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Management notes that the circumstances arose during the transition to the Basic

Guidelines for Hiring Casual Workers in the Public Service (March 2024), whose

procedural requirements are elaborate and time-intensive, particularly where large

numbers of essential service providers are involved. As an interim measure, continuity of

service was maintained pending full compliance with the said guidelines.



which states that the mandatory retirement age in the Public Sector shall be sixty (60)

years and sixty-five for persons with disability.

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

Management Response

The of ficers cited were casual workers previously engaged by former Hospital

Management Boards to perform security duties (watchmen) and were remunerated

through a manual payroll system that existed prior to the migration to the Unified Human

Resource (UHR) System for the Public Service.

Following a Govemment directive issued by the Head of Public Service vide circular Ref:

OP.CAB.I/3lA dated 4th August, 2022, directing all public institutions to rnigrate all

categories of workers, including casual employees, from manual payrolls to the Unified
Human Resource (UHR) System, thereby abolishing manual payroll arrangements. The

Management on boarded all existing casual workers into the centralized system to ensure

continuity ofessential services, particularly security services in health facilities.

813

During the migration process, it was established that some of the casual workers had

already attained the mandatory retirement age of sixty (60) years. This necessitated

Management to take corrective action. Accordingly, the Chief Officer, Medical Services,

vide letter Ref: EC/COIVCS/VOL.IV/6 dated 22nd December,2025., communicated the

release of the affected casual workers and confirmed that the officers had been duly

cleared by the department.

To ensure continuity of service delivery while maintaining compliance with the law, the

County Public Service Board subsequently granted delegated authority to the relevant

departments to recruit replacement casual workers in accordance with applicable laws

and regulations.

Managernent confirms that the issue has been fully addressed and measures have been put

in place to ensure adherence to retirement age requirements going forward.

Committee 0bservation

The comrnittee observed that the management contravened Regulation 70(l) of the

Public Service Commission Regulations by retaining seventy-six (76) officers beyond the

rnandatory retirement age of sixty (60) years as at 30 May,2025, resulting in an unlawful

payroll and breach of public service regulations.

Committee Recommendation

1. The Committee recommends the immediate removal of the seventy-six (76) officers

from the payroll, as their continued stay in service past the age of sixty (60) years
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violates Regulation 70(1) of the Public Service Commission

2. The County Governor undertakes administrative action against the officer(s)

responsible in recruitment in accordance with section 156 of the Public Finance

Management Act (Cap. 4l2A) and provide a status report to the Auditor-General

within ninety (90) days of the adoption of this report.

12. Non-Compliance with the Law on One Third Basic Salary Rule

Review of Payroll data for the financial year under review revealed that the County

Executive had one thousand three hundred and seventy-four (1,374) employees whose net

pay was below a ll3 of their basic pay. This was contrary to Section C.l (3) of the

Human Resource Policies and Procedures Manual 2016 for the Public Service on Salary

and Allowances which states that public officers shall not over-commit their salaries

beyond two thirds (2/3) of their basic salaries and Heads of Human Resource Units should

ensure compliance.

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

Managements Report

The County Executive operates an automated Human Resource Information System

(HRIS) configured to enforce the one-third basic salary rule by restricting third-party

deductions beyond the allowable threshold. However, there are specific circumstances

under which this restriction may be overridden.

The implementation of Social Health Insurance Fund (SHIF), Housing Levy, and

enhanced National Social Security Fund (NSSF) contributions which significantly

increased mandatory statutory deductions in the near past. These deductions are legally

enforceable, non-discretionary, and system-driven, and were applied uniformly across

affected employees, thereby contributing to instances of non-compliance with the one-

third rule.

In cases involving recovery of government liabilities such as imprests and salary

overpayments, the system prioritizes recovery in line with public finance accountability

requirements. During such recovery periods, third-party deductions are deferred, but

recovery deductions may result in net pay falling below the one-third threshold.

Committee Observation

The Committee observed that some of the county staff were earning less than a third of their

basic pay contrary to Section l9 (3) of the Employment Act2007.

Com mittee Recommendation

Com m ittee Recommendations
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The Committee recommends that -

l. The County Public Service Board, in coordination with the County Treasury, fully
implement the Human Resources Information System (HRIS) to automatically lock out

any loan commitments that would cause an employee's net pay to fall below the legal

threshold, as required by sound internal control systems under Regulation 155 of the

PFM (County Governments) Regulations, 2015.

2. The Committee further recommends that the Public Service Commission, in
coordination with County Public Service Boards, review Section C (3) of the Human

Resource Policies and Procedures Manual and propose mechanisms to ensure

compliance, reporting their findings to the Senate within 90 days.

13. Non-Compliance with the Law on Staff Ethnic Composition

Review ofpayroll data revealed that a total ofone thousand nine hundred and eighty-nine

(1,989) employees were from the dominant ethnic community in the County representing

55% of the total staff. This was contrary to the requirements of Section 7(l) and 7(2) of
the National Cohesion and Integration Act, 2008 which states that all Public

Establishments shall seek to represent the diversity of the people of Kenya in the

employment of staff and that no public establishment shall have more than one third of its

staff from the same ethnic communitv.

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

Committee Observation

The Committee observed that here was no ethnic diversity among the County Executive

employees.

The Committee also notes that section 65(l)(e) of the County Governments Act mandates

county public service boards, in selecting candidates for appointment, to consider the need to

ensure that at least thirty percent of the vacant posts at entry level are filled by candidates who

are not from the dominant ethnic community in the county. This provision must be adhered to

by all counties.

The Committee further noted that that due to the homogeneous ethnographic population in rnost

counties, it may not be feasible for them to attain the threshold provided under section 7 (2) of
the National Cohesion and Integration Act, (Cap. 7N) which states that no public establishment

shall have more than one third of the staff from the same ethnic community.

Comm ittee Recommendations

The Committee recommends that-
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l. the County Executive adheres to section 65(1)(e) of County Governments Act and

ensures that at least thirty percent of the vacant posts at entry level are filled by

candidates who are not from the dominant ethnic community in the county; and

2. The Committee recommends that the Standing Committee on National Cohesion,

Equal Opportunity and Regional Integration undertake a post legislative scrutiny on

the application of Section 7(2) of the National Cohesion and Integration Act (Cap.7N)

to County Governments

14. Failure to Collect Revenue from the Social Halls

The County Government operated five (5) active Social Halls. During the year under

review, IEBC and Talent academy social halls generated a revenue amount of
Kshs.l20,000 and Kshs.206,000 respectively, totalling Kshs.326,000 as reflected in the

financial records. However, the revenue generated by the remaining three (3) social halls

was not banked to the County revenue account but used by communities at source. This

was contrary to Regulation 80 (l) of the Public Finance Management (County

Governments) Regulations, 20 l5 which states that the County Treasury shall administer

the County Revenue Fund in accordance with the Constitutional provisions in Article 207

and 209 (3) and (4) in controlling revenue receipts to ensure that (a) all revenue receipts

by the County Government are paid into the County Exchequer Account, except receipts

reasonably excluded by the Act, or any other Act of Parliament or an Act of County

Assembly; and (b) withdrawals.

Further, physical inspection ofone ofthe social halls revealed that, it was constructed on a

road reserve, however there were no approvals from both the National and County

Govemment for construction. In addition, management of the hall was under the

community and revenue was channeled to a private bank account. Management did not

provide information on the other three halls whose revenue collection was neither

disclosed nor accounted for.

In addition, the County did not have any policy on handover of activities of halls to the

communities after the constructions. Therefore, the basis of communities owning and

collecting revenues from the halls could not be confirmed.

In the circumstances, Management rvas in breach of the law
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Management Response

The Department acknowledged the audit observations regarding the management and

accountability of revenues from County social halls.

1. Gikuuri Social Hall - This facility is still under construction and has not yet become

operational, hence no revenue was generated from the facility during the year under

review. The current year's budget202512026 has a budget for completion of the hall.

2. The Dallas Hall - is under the management of local community committees established

prior to devolution. As such, the community committees were engaged to support

operations, ensure proper maintenance, and safeguard County property from vandalism or

misuse as witnessed previously before the facility was fully renovated by the current

administration. The said facility is not charged per say but instead the users cater for

cleaning and maintenance fee which is channeled through the committees for

coordination.

3. Embu social hall - Embu Social Hall, located within the town center, is mainly utilized

by government departments for official meetings and activities. The facility is considered

a govemment establishment for intemal use. Additionally, the hall has not been

commercially viable due to inadequate furniture, limited maintenance, and availability of
alternative modem facilities which offers better amenities and are freely accessible to the

public.

To address the issue, the Department, in collaboration with the County Treasury, have

developed a draft policy framework to guide community participation and define clear

modalities for management of County social halls. The policy is awaiting budgetary

allocation to kick start the other processes.

Committee Observation

The committee observed that the management contravened Regulation 80(l) of the Public

Finance Management (County Governments) Regulations, 2015, by failing to bank

revenue from three social halls, rvhich was instead utilised by communities at source and

not accounted for in the County Revenue Fund. Further, one social hall was constructed

on a road reserve without requisite approvals from National and County Govemments.

Additionally, the absence of a policy on handover of halls to communities rendered the

basis for community ownership and revenue collection unconfirmed, exposing public

funds to potential loss and irregular use.

Committee Observation

The Committee observed that revenue frorn three social halls was not banked, its

management was irregular, and the County lacks a policy governing hall operation.

Committee Recommendations
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The Committee recommends that;

l) The County Executive should finalize and submit the Policy to the County Assembly

for approval and submit a status report to the Senate and the Auditor-General

within ninety (90) days of adoption of this report.

2) The County Executive should ensure that all future revenue collections at the social

halls are integrated into the County's automated revenue system to eliminate

manual handling and "at-source" expenditures.

3) The County Executive should identify and close all private accounts associated with

Dallas Social Hall and transfer the balances to the Embu County Revenue Fund,

and submit a status report to the Senate and the Auditor-General within ninety (90)

days of adoption of this report.

4) The Auditor General to keep the matter in view in subsequent audit cycle.

15. Unapproved Payment to the Council of Governors

The statement of financial performance and as disclosed in Note l0 to the financial

statements reflects an amount of Kshs.468,516,798 in respect to the use of goods and

services, which includes an amount of Kshs.90,698,285 in respect to other operating

expenses, which further, includes an amount of Kshs.3,000,000 paid to the Council of

Govemors. This was contrary to Section 37 of Intergovernmental Relation Act, 2012

which provides that the operational expenses in respect ofthe structures and institutions

Management Response

The Council of Govemors made a resolution towards subscription by all County

governments and communicated the same and therefore made it a requirement for all

Counties to pay.

Committee Observation

The Committee noted that payments made to the Council of Governors from County Revenue

Funds were irregular and unlawful since the Intergovernmental Relations Act specifies that

funding for the COG shall be drawn from the Consolidated Fund.

Committee Recommendation

1. The Committee recommends that the irregular payments to the Council of
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established in this Act shall be provided for in the annual estimates of the revenue and

expenditure of the National Government.

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



Governors (COG) 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
transferred to the Council of Governors (COG) by the Governor. This is in line with
the Resolution of the Senate.

16. Failure to Deduct and Remit Public Procurement Capacity Building Lery

Review of records revealed that the County Executive entered into contracts but no

documentary evidence was provided to confirm that the County Executive complied with
paragraph 3(l) of the Public Procurement Capacity Building Levy, Order 2023 rvhich

states that there shall be paid a levy by a supplier on all procurement contracts signed

between the supplier and a procuring entity, at the rate ofzero point zero three per centum

(0.03%) of the value of the signed contract, exclusive of applicable taxes. In addition, the

Public Procurement Regulatory Authority (PPRA) circular No. 0112024 dated

30 August, 2024 reqluires procurement entities to remit the levy to the Authority through

the e-Citizen payment platform by the 20th day of the subsequent month and also file

monthly returns.

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

Management Response

The management stated that it effected the lely effective January 2025 when the IFMIS

system was configured to deduct the same along other mandatory deductions. The system

configuration is done centrally at the national Treasury Nairobi and not a function of the

County Government.

Committee Observation

The OAG infbrmed the committee that the issue had been addressed.

Committee Recom mendation

The committee recommended the matter be marked as resolved.

17. Lack of Annual Development Plan

The County Executive did not provide the Annual Development Plan for the financial year

2024-2025 that was submitted to the County Assembly. This was contrary to Section

126(3) of the Public Finance Management Act,2012 which requires the County Executive

Committee member responsible for planning to submit the county's development plan to
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the County Assembly for approval and also send copies to the Commission on Revenue

Allocation and The National Treasury.

In the circumstances, Management was in breach of law.

Management comments

County Executive Committee member responsible for planning submitted the County's

Annual Development Plan to the County Assembly for approval and also sent copies to the

Commission on Revenue Allocation and The National Treasury as required by law. The plan

is available in the Embu County Website and has been produced for audit verification.

Committee Observation

The committee informed the committee that the issue had been addressed.

Comm ittee Recommendation

The committee recommended the matter be marked as resolved.

18. Non-Compliance with the Law on the County Appropriation Act,,2024

Review of the County Revenue Fund bank statements revealed that withdrawals totalling

Kshs.606,491,986 and Kshs.290,384,401 between 0l July, 2024 and l4 July, 2024 were

made for the recurrent and development expenditures respectively. However, approval

from the Speaker of the County Assembly to the County Executive Committee Member

granting authority to withdraw from the County Revenue Fund had not been provided as

the County Appropriation Act,2024 was assented to on l5 July, 2024. This was contrary

to Section 8( I Xc) of the County Governments Act, 2012 which gives power for the County

Assembly to approve before expenditure of the Counry Funds.

In the circumstances, Management was in breach of law.

Management Response

The management stated that the withdrawals totalling Kshs.606.491,986 and

Kshs.290,384,401 between 0l July, 2024 and 14 July, 2024 for the recurrent and

development expenditures respectively were in respect to the year 202312024 financial

year when we were reporting on cash bases and the cut ofTextended to mid-July.

The expenditure the funds were committed to was reported in the flnancial statements

and audited accordingly.

The cut offs have been presented to auditors for verification

PAPERS 1.,
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Committee Observation

The committee observed that rvithdrarvals totalling Kshs.896,876,387 lbr recurrent and

development expenditures r'vere made between I July 2024 and 14 July 2024 befbre approval

of the County Appropriation Act, 2024 on 15 July 2024, contrary to Section 8(1)(c) of the

County Governments Act,20 12.

Committee Recommendation

The committee recommends that the County Executive must ensure that no

withdrawals from the County Revenue Fund are made without prior approval from the

County Assembly, in strict compliance with Section 8(1Xc) of the County Governments

Act.. 2012, as well as the relevant provisions of the Public Finance Management Act,

2012 and Public Finance Management (County Governments) Regulations, 2015. All
expenditures must be authorized only after the County Appropriation Act has been

assented to, to safeguard public funds and ensure accountabilify

The OAG to keep the matter in view the next audit cycle.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT, AND GOVERNANCE

l. Failure to Activate Exchequer Receipts Module in the Integrated Financial

Management Information System

Comparison between the net exchequer issues by The National Treasury totalling

Kshs.5,797,242,036 to County Govemment against the MRR Receipts as captured in

Integrated Financial Management Information System (IFMIS), revealed Nil amounts

resulting to an unexplained variance of Kshs.5,797,242.036. No explanation was provided

for lailure to activate the Receipt Module in IFMIS.

In the circumstances, the Effectiveness of Internal Controls, Risk Management and

Governance in respect to complete accountability modules in IFMIS could not be

confirmed.

Management Response

The management responded that the variance has been occasioned by the Exchequer releases

not being posted to the revenue module in the IFMIS. Measures have been put in place to

address the gap.
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The committee observed that the management did not prioritize full automation as

envisioned in the IFMIS strategic plan lor 2022-2026.

Committee Recommendations

l. The committee recommended that the office of the Governor should

prioritize full automation of their systems and provide status update within
90 days after adoption ofthis report.

2. The OAG should keep the matter in view the next audit cycle.

2. Lack of Annual Recruitment Plan

The County Government recruited six hundred and forry-one (6al) officers during the

year under review. However, the Departments did not have annual recruitment plans to

guide the recruitment.

In the circumstances, the effectiveness of internal controls in human resource

management could not be verified.

Management Response

3. The Committee reconrmends 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 (90) days of

the adoption ofthis report.

4. the EACC undertakes investigations of the county officers involved in the recruitment

of 641 officers with a view to establishing any breach of law and recommending

criminal prosecution for loss of public money.

3. Weaknesses in ICT Governance and Controls
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The management had frozen recruitment due to high wage bill and only recruited

replacements of officers who had exited service. However, it has now embarked on the

preparation of annual recruitment plan as advised.

Committee Observation

The recruitment of 64 I officers without approved annual recruitment plans hindered the

ability to verifo the effectiveness of internal controls in human resource management.

Committee Recommendations

DATE



An audit of the County's Infonnation and Communication Technology

environment revealed rnultiple critical rveaknesses indicating inadequate

govemance, data protection, and systems control. The following anomalies

observed;

(rcr)
ICT

were

Lack of an Approved ICT Policy, there was no formally approved ICT policy to

guide the development, deployment, use, and management of ICT resources

within the County.

Management Response:

The management responded that it is in the process of updating the current ICT Policy.

ii. Use of Personal Email Accounts, staff were using personal email addresses for

official communication, which undermines data security and organizational

accountability.

As part of the new ICT Policy currently being finalized, a clear directive on Official

Communication Channels will be enforced,, mandating the use of corporate IDs for

all government business.

iii. Absence of a Data Protection Policy, the County lacked a documented policy to

ensure the collection, handling, storage, and sharing of data that complied with

legal and regulatory data protection requirernents.

The County recognizes the critical importance of data privacy and is committed to full

compliance with the Data Protection Act (2020). We wish to clarify that data protection

governance is being addressed through the follorving strategic actions: Policy Integration:

Rather than a standalone document,, the Data Protection Policy has been incorporated as a

thematic pillar within the comprehensive ICT Policy currently under development. This

ensures that data privacy is baked into our broader digital governance framework.

iv. Lack of System Integration, core operational systems including the bursary

management system, hospital management system, finance system, and HR system

were not integrated, resulting in data silos, inefficiencies, and duplication of efforts.

The County is engaging the relevant National agencies to rollout of integration modules.

V. No ICT Asset Register, there was no centralized and updated ICT asset register to

track, manage, or safeguard ICT infrastructure and equipment.

The County maintains a centralized Asset Register however we are in the process of
identification and decentralization of Assets to specific devolved units.
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