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1. Acronyms, Abbreviations and Definition of Key Terms

A. Acronyms and Abbreviations

ADP
AIE
CA
CARA
CBK
CECM
CE
CG
CIDP
COG
CRA
CRF
CT
IPSAS
MCA
0AG
OCOB
OSR
PFM
PSASB
NT
WB
KRB
Kshs
FY

B. Definition of Key Terms
Example

Fiduciary Management -

Annual Development Plan

Authority to Incur Expenditure
County Assembly

County Allocation of Revenue Act
Central Bank of Kenya

County Executive Committee Member
County Executive

County Government

County Integrated Development Plan
Council of Governors

Commission on Revenue Allocation
County Revenue Fund

County Treasury

International Public Sector Accounting Standards
Member of County Assembly

Office of the Auditor General

Office of the Controller of Budget
Own Source Revenue

Public Finance Management

Public Sector Accounting Standards Board
National Treasury

World Bank

Kenya Roads Board

Kenya Shillings

Financial Year

The key management personnel who had financial responsibility
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2. Key County Information and Management
a) Background information

The County Executive is constituted as per article 176 of the Constitution of Kenya 2010. It is
headed by the Governor, who is responsible for the general policy and strategic direction of
the County. The County Executive is comprised of the following departments:

Finance and Economic Management of County Treasury and Planning

Planning
2 Agriculture and Livestock Overseeing County Agriculture, animal husbandry
" | and Fisheries and Fish farming

Enabling development of effective and efficient
water and irrigation solutions
Promoting quality education, training access, and

3. | Water & Irrigation

Education, Training &

4, : enhancing relevant training and skills development
Skills Development ; ke
programs for sustainable livelihoods,
Establishing effective and efficiently functional
5 Roads, Public Works & structures, systems and synergies towards
" | Transport sustainable infrastructural development on roads and

public works; and management of transport.
Providing accessible, affordable, quality health care
services to all through strengthening health systems,
6. | Health & Sanitation scaling up health interventions, partnership, and
innovation and empowering communities to foster
sustainable social and economic growth.

Providing an enabling business environment through
Trade, Industry, MSMEs, appropriate incentives, innovation and support to

% Innovation & Cooperatives | promote trade, Industry and viable cooperative for
Job and wealth creation.
Improving the livelihoods of Kitui people through
Energy, Environment, environmental management, provision of varied and
8. | Forestry, Natural & Mineral | reliable sources of affordable energy and increased
Resources levels of mineral investments in a sustainably
managed environment.
Developing sustainable social cultural product,
gender mainstreaming, Youth empowerment,
Culture, Gender, Youth, promotion of e-government services, sustainable
9. | ICT, Sports & Social sports program and provision of social services using
Services innovative information communication technologies
through sound policy formulation and
implementation

10 Lands, Housing and Urban Ensuring sustainable land management, promote
L '| Development decent housing and facilitate effective urbanization.
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Providing effective county services and enabling

11. | Office of the Governor environment for inclusive and sustainable social —
economic and improved livelihoods for all.
Developing and market tourism products, coordinate
performance management, disaster risk

reduction and emergency services through
formulation and implementation of programs for
sustainable livelihoods.

Office of the Deputy
"| Governor

b) Key Management team
The County Executive’s day-to-day management is under the following key organs:

1. | H.E Dr Julius Malombe Office of the Governor
2.| H.E Augustine Kanani Office of the Deputy Governor
Wambua

3.| Agnes Mulewa Ag. County Secretary

4. | Peter Gitonga Nkunda CECM -Ministry of Water & Irrigation

5.| Joyce Titus CECM -Ministry of Education, Training & Skills
Development

6. | Reuben Mulwa Itiko CECM -Ministry of Roads, Public Works &
Transport

7. | Ruth Koki Mwanzia CECM -Ministry of Health & Sanitation

8.| Rose Mawia Mutuku CECM -Ministry of Trade, Industry, MSMEs,

Innovation & Cooperatives

9. | Richard John Mwendandu CECM -Ministry of Energy, Environment,
Forestry, Natural & Mineral Resources

10| Phoebe Ndunyu Musembi CECM -Ministry of Culture, Gender, Youth, ICT,
Sports & Social Services

11 Peter Mwikya Kilonzo CECM -Ministry of Finance, Economic Planning
& Revenue Management

12| Dr. CPA Stephene Mbaya CECM -Ministry of Agriculture & Livestock
Kimwele
13| Fredrick Kisong’e Kimanga | CECM -Ministry of Lands, Housing and Urban
Development
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¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June 2025

and who had direct fiduciary responsibility were;

1. | CECM Finance, Economic Planning and Revenue Management Peter Mwikya Kilonzo

2 Clerk of the County Assembly Elijah M. Mutambuki

3. | Chief Officer — Finance, Revenue Management & Accounting John Makau Kimwele

4. Chief Officer — Budgeting and Economic Planning Patrick Masila Munuve

5. | Accountant General Joel Mwinzi Muyanga

6. Chief Officer — Performance Contracting, Disaster & Management | Franciscah Kanza Kyui

7 Chief Officer — Public Health and Sanitation Lynn Kitwan

8. | Chief Officer — Medical Services Dr.Musyoka Wambua

9. Chief Officer — Drugs and Medical Supplies Aggrey Kinyalili Kamba

10. | Chief Officer — Trade, Industry, MSMEs &County ElZs Michael Mutisya Kalii

11. | Chief Officer = (?oop::ratives & Citizen Group Economic | Paul Ngei Monyi
Empowerment Initiative

12. | Chief Officer — Environment and forestry David Soi Masai

13. | Chief Officer- Energy, Minerals & Natural Resource Henry Ngilu Nyamai

14. | Chief Officer — Transport and Boda-boda Sector Peter Ketonya Musya

15. | Chief Officer— Urban Development Evans Mutemi Mutua

16. | Chief Officer — Land & Housing Evans Mutemi Mutua

17. | Chief Officer_ Roads & Public works Benjamin Kithee Chamia

18. | Chief Officer — Youth, Sports, ICT & Initiative Nason Kang’alya Kilonzo

19, | Chief Officer — Culture, Gender & Social Services Ag. Esther Mutemi

20. | Chief Officer — Water Nathan Kasamba Vungo

21. | Chief Officer— Irrigation Bretta Mwangangi

22, | Chief Officer— Agriculture & Fisheries Gladys Mami Wambua

23. | Chief Officer— Livestock Development & Apiculture Jonathan Kyambi Nzau

24, | Chief Officer — Basic Education, ECDE & Childeare Facilities Pauline Kikele Mwalali

25 Chief Officer — Polytechnics, Vocational Centres & Home Craft Kennedy Mwendwa
Centres

26. | Chief Officer — Governor’s Service Delivery Kamunda John

27. | Chief Officer- Public Service & General Administration Agnes Kawila Mulewa

28, Chiafj Officer_ Decentralized Units, SEKEB & Inter-Governmental Stephen Kitonga Salee
Relations

29, | Chief Officer ~Tourism, Hospitality & Game Reserves Ferdinand Kathenge
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Kitni Municipal Manager Irene Muema
31 | Mwingi Municipal Manager Alex Mutemi
32 | Ag. County Public Service Board Secretary Winfred Ngesu

d) Fiduciary Oversight Arrangements
e Audit Committee - promote the integrity and quality of internal and external reports by
providing a high level of assurance and check. The audit committee also foster and
promotes a more effective and efficient audit process by providing an independent review

of the internal audit annual work plan and reports.

e Kitui County Assembly County and its oversight Committees - Investigate inquire into
and report on all matters related to the budget and County budget policy statement. The
Committee also reviews the County budget estimates and makes recommendations to the

County Assembly.

¢ County Assembly of Kitui - The Constitution confers the County’s legislative authority
to the County Assembly. The County Assembly make laws that are necessary to ensure
County governments perform their functions under the Fourth Schedule of the constitution.
A County Assembly exercises oversight on the County executive committee. County
Assembly receives and approves development plans and policies that affect the
management and exploitation of the County’s resources. The Assembly provide a platform
for public participation in the execution of specified business. The Assembly approved
budget 2024-2025 and passed two supplementary budgets for the year.

¢ Development partner oversight activities- promote the integrity and quality of internal
and external reports by providing a high level of assurance and check. They ensure the

County spending agrees with donor conditions and guidelines.
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e) County Executive Headquarters
P. O. Box 33 90200
Kitui County Headquarters Building
KITUI, KENYA

f) County Executive Contacts
Telephone: 044-4422041, 044-4422304
E-mail: info@kitui.go.ke
Website: www.kitui.go ke

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

2. The Commercial Banks
Kenya Commercial Bank
Kitui Branch
P. O. Box 683- 90200
KITUIL, KENYA

3. Cooperative Bank of Kenya
Kitui Branch
P. O. Box 11431-90200
KITUI, KENYA
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h) Independent Auditor
Auditor-General
Office of The Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
NAIROBI, KENYA

i) Principal Legal Adviser
The Attorney General
State Law Office and Department of Justice
Harambee Avenue
P.O.Box 40112
City Square 00200
NAIROBI, KENYA

j) County Solicitor
P. O. Box 33 90200
Kitui County Headquarters Building
KITUI, KENYA
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3. Governance Statement

Kitui County is established as per Section 176 of the Constitution of Kenya, 2010. The County is
headed by the Governor, who is responsible for the general policy and strategic direction of the

County.

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

executive committee.

3.1 The County Executive

A) Membership of the Cabinet/ County Executive Governance Structures

Position

Name

Portrait

His Excellency, The Governor — Kitui County

Dr. Julius
Malombe

His Excellency, The Deputy Governor — Kitui
County

Mr. Augustine
Kanani
Wambua

CECM - Ministry of Water and irrigation

Mr. Peter
Nkunda
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Position Name

CECM - Ministry of Education, Training, and | Mrs. Joyce
Skills Development Titus

CECM - Ministry of Roads, Public Works, Eng. Reuben
and Transport Mulwa Itiko

Mrs. Ruth Koki

CECM - Ministry of Health and Sanitation Mwanzia

CECM - Ministry of Trade, Industry, MSMEs, | Mrs. Rose
Innovation and Cooperatives (MTIMIC) Mawia Mutuku
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Paosition Name

CECM - Ministry of Energy, Environment, Richard John
Forestry, Natural & Mineral Resources Mwendandu

CECM - Ministry of Culture, Gender, Youth, | Phoebe Ndunyu

ICT, Sports and Social Services Mutemi .
CECM - Ministry of Finance, Economic Peter Mwikya

Planning, and Revenue Management Kilonzo

CECM - Ministry of Agriculture and Stephen Mbaya

Livestock Kimwele
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Position Name Portrait

CECM - Ministry of Lands, Housing, and ?’dmf‘
isong’e
Urban Development Ki
manga
Agnes Kawila
Ag. County Secretary Mhilewa

B) Public Participation
Public participation is about the involvement of those who may be affected by or interested in a

decision through formal or informal channels. The purpose of public participation is to enable
participants to be heard in decision-making processes. Article 10(2)(a) of the constitution provide
for values and principles of sharing and devolution power and participation of the people and
Article 232(1)(d) provide for the values and principles of involvement of the people in the process
of policy making.

County government adheres to public participation guideline whenever there are public policies.
This includes stakeholders mapping, timely circulation of policy documents through website,
meaningful stakeholders input through appropriate venue, time and facilitation, keeping of records,
ensuring diverse representation of the participants, undertaking policy validation before approval,
adoption and publication of the policy.

Documents such as Annual Development Plan, Budget estimates, County fiscal strategy paper and
finance bill for the budget year must go through public participation for residents of Kitui to know

and give out their opinion on specific issues. The County uses multiple communication platforms
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to inform stakeholders of public participation opportunities. These include newspaper
advertisements and Radio announcements through local stations.

Policies on Engagement and Whistleblowing: The county promotes mclusivity by providing
suggestion boxes at various points where stakeholders can submit suggestions, compliments, or
whistleblowing information. This system ensures a level of transparency and stakeholder
engagement, creating a direct communication channel for both public input and reporting unethical
conduct. The combination of structured participation, diverse communication platforms, and
avenues for feedback ensures Kitui County’s stakeholders are well-informed and engaged in

decision-making processes.

C) Safeguards against Unethical Conduct and Corruption
County Government of Kitui relies on constitutional and legal framework, institutional safeguards,
public participation and citizen participation, internal audit and financial management controls,
oversight and reporting, and code of conduct for public officers.
1. Constitutional and Legal Frameworks
e The Constitution of Kenya (2010): Chapter 6 on leadership and Integrity establishes the
principles of good govemance, integrity, transparency, and accountability that public

officers (especially county public officers) must adhere.

« The Leadership and Integrity Act (2012): Guides ethical behaviour for public officers and
establishes clear standards for accountability, including conflict of interest, asset

declarations, and gifts policies.

e The Anti-Corruption and Economic Crimes Act (2003): Provides a legal basis for
combating corruption by criminalizing corruption-related activities such as bribery,

embezzlement, and abuse of office.

¢ The Public Officer Ethics Act (2003): Requires public officials to uphold integrity and
ethics in the performance of their duties and provides for financial disclosures to prevent

conflicts of interest,
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2. Institutional Safeguards
o Ethics and Anti-Corruption Commission (EACC): A constitutional body mandated to

investigate corruption cases and promote ethical conduct within both the national and

county governments.

« County Public Service Boards: Each County has a Public Service Board responsible for
ensuring transparency in recruitment, promotions, and human resource management,

reducing nepotism and favouritism.

e Office of the Auditor-General: Audits County expenditures and publishes audit reports to

highlight any misappropriations or misuse of public funds.

« Office of the Controller of Budget: Oversees the implementation of county budgets to

ensure that funds are utilized for their intended purposes and prevent financial

mismanagement.

3. Internal Audit and Financial Management Controls
e Internal Audits: Counties are required to have internal audit departments that regularly
review financial records and processes to ensure compliance with laws and prevent

fraudulent activities.

¢ Integrated Financial Management Information System (IFMIS): A government-wide
system used for budgeting, procurement, and expenditure tracking, which helps reduce the

risk of manipulation and fraud in county finances.

4. Oversight and Reporting
e Senate and County Assemblies: The Senate plays an oversight role in managing County

resources, and County Assemblies are responsible for ensuring the ethical conduct of

County executives.

¢ Regular Reports and Transparency: County governments are required to publish financial
reports, budget implementation reports, and development progress reports for public

scrutiny

D) Engagement of County Executive with County Assembly and Senate
Kitui County's executive engages closely with the County Assembly and the Senate through

structured legislative processes and committee interactions, ensuring accountability, public
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participation, and alignment with development goals. This engagement is primarily focused on
key planning and policy documents, which are developed and initiated by the executive but require
amendment, approval, and adoption by the County Assembly. These documents and processes are
fundamental to the governance of the County and include:

1. County Integrated Development Plan (CIDP)

The CIDP serves as a five-year strategic plan outlining the county’s long-term development
agenda. The County Executive, in collaboration with various ministries, develops the CIDP and
submits it to the County Assembly for amendments, approval, and adoption, Public consultations
are conducted, and the assembly provides an oversight role through its relevant committees to
ensure that the plan reflects the community’s needs.

2. Annual Development Plan (ADP)

The ADP is an annual document derived from the CIDP, outlining specific programs and projects
for the fiscal year. After being drafted by the executive, the County Assembly reviews, amends,
approves, and adopts the ADP. The assembly’s committees scrutinize the plan to ensure alignment
with county priorities and efficient use of resources. This engagement ensures that the executive’s
proposals meet the county’s immediate needs while adhering to the overall development
framework.

3. County Fiscal Strategy Paper (CFSP)

The CFSP is a financial policy document that sets the tone for the county’s budget, guiding revenue
generation and expenditure. The County Executive drafts the CFSP and presents it to the County
Assembly for deliberations, amendments, and approval. The assembly, through its Budget and
Appropriations Committee, scrutinizes the paper to ensure fiscal responsibility and alignment with
county priorities. The Senate may also review the CFSP to ensure compliance with national fiscal
policies and equitable revenue distribution across counties.

4. County Budget

The County Executive initiates the budget-making process by preparing and submitting the budget
estimates for the fiscal year. The County Assembly’s Budget and Appropriations Committee
reviews the proposals, makes amendments, and approves the final budget. The executive’s
engagement with the Assembly during this process is crucial, as any changes to allocations or

expenditure must be justified.
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5. Finance Bill

The Finance Bill is developed by the executive to outline taxation measures and revenue-raising
strategies for the county. After public consultations, the bill is presented to the County Assembly
for review, amendments, and approval. This bill is central to funding the County’s budget and
ensuring sustainable revenue streams. The County Assembly ensures that the Finance Bill aligns
with both County needs and legal frameworks, while the Senate may provide oversight on issues
related to equitable taxation.

6. County policies.

Individual ministries within the county government develop policies impacting specific sectors,
such as sand mining, climate change, and environmental conservation. These policies are presented
to the County Assembly for amendments, approval, and adoption. The ministries also engage in
public consultations to gather input from stakeholders, and the Assembly ensures that the policies

are fair, inclusive, and in the best interest of Kitui residents.

7. Executive Engagement with the Senate

The Senate plays an oversight role in ensuring that county governments, including Kitui County,
adhere to national fiscal policies, equitable revenue allocation, and good governance. The County
Executive may engage with the Senate through reports on budget implementation, adherence to
fiscal strategies, and other county performance matters. The Senate’s oversight ensures that Kitui

County remains accountable and operates within the national legal framework.

E) Risk Management
In Kitui County, risk management and internal control are key components of ensuring proper

governance and financial integrity. Based on the information provided, including the role of
internal audits and the use of the Integrated Financial Management Information System (IFMIS),
the county has established several mechanisms to address risk management and safeguard against

fraudulent activities. Here's an evaluation of Kitui County's risk management approach:

i) Effective arrangements for risk management and internal Control
Kitui County is required to have an internal audit department responsible for reviewing

financial records, identifying irregularities, and ensuring compliance with financial
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regulations. The internal audits serve as an ongoing measure to detect and mitigate risks,
particularly related to financial mismanagement, procurement irregularities, and inefficient
resource allocation. Additionally, the use of IFMIS helps create a robust internal control
system by ensuring that budgeting, procurement, and expenditure are tracked
electronically, reducing the risk of manual manipulation or fraud. Through these systems,

Kitui County has effective arrangements for both risk management and internal control.

Formal Processes to Identify and Assess Risks

The internal audit function in Kitui County plays a central role in identifying and assessing
risks. Internal auditors conduct regular reviews of financial and operational processes to
detect areas of potential risk. These include risks related procurement processes, financial
reporting accuracy and compliance with legal and regulatory frameworks, IFMIS further
supports the identification of risks by providing real-time data on expenditures and

procurement, flagging any discrepancies or irregularities.

iii) Formal processes to analyse risks and determine management approaches

Kitui County follows formal processes to analyse risks as part of its internal audit function.
When risks are identified, they are analysed to determine the severity, likelihood of
occurrence, and potential impact on the county’s operations. This analysis forms the basis
for risk management strategies, which may involve strengthening internal controls,
revising procedures, or implementing corrective actions.

IFMIS also aids in analysing risks by offering a detailed overview of financial transactions,

which can highlight patterns or anomalies that need management attention.

iv) Formal processes to assess changes in the internal and external Environments

Kitui County assesses risks that may arise from changes in both the internal and external
environments. Internally, changes in financial management practices, staffing, or
operational procedures are reviewed through internal audits and financial controls like

IFMIS to assess their potential impact on county functions.
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Extemally, risks such as changes in national fiscal policies, economic fluctuations, or
environmental challenges (e.g., drought, climate change) are also assessed through regular
reporting and feedback mechanisms.

The County Executive, along with its departments, is tasked with continually monitoring

these changes to ensure any emerging risks are identified and managed appropriately.

Identifying and analysing risks during the period

In each fiscal period, Kitui County, through its internal audit department and the use of
IFMIS, identifies and analyses various risks. These risks may include delays in project
implementation, procurement fraud or irregularities and mismanagement of public funds.
Once risks are identified, they are reported to the County Assembly and relevant
committees for further deliberation and decision-making on how to manage them.
Management strategies could include strengthening oversight, improving compliance, or

implementing new technologies to reduce risk exposure.

F) Audit Committee — Appointment and Membership, and its Charter

In Kitui County, the Audit Committee is established in compliance with Section 155(5) of the
Public Finance Management (PFM) Act, 2012, and Regulation 167(7) of the Public Finance

Management (County Governments) Regulations, 2015. The committee plays a critical role in

overseeing financial integrity, risk management, and internal control systems within the county

government. The committee composes of four competitively sourced members, governor’s

nominee, County Treasury nominee and the head of internal audit as secretary.

The Audit Committee operates according to its charter, which is derived from the Public Finance

Management Act, 2012 and follows guidelines issued by the Accounting Standards Board. Key

operational elements include:

1.

Governance and Accountability: The committee reviews the governance mechanisms of
the county government County, ensuring transparency and accountability in the

management of finances and assets.

Internal Auditing: The committee conducts risk-based, value-for-money, and systems
audits, focusing on strengthening internal control mechanisms to support the achievement
of the county's strategic objectives.
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3. Asset Verification and Protection: The committee verifies the existence of county assets

and ensures appropriate safeguards are in place for their protection.

4. Compliance and Good Practices: The committee provides assurance that the county
government follows appropriate policies, procedures, and business practices, enhancing

internal control and governance.

5. Evaluation of Information for Decision-Making: The committee evaluates the reliability
and adequacy of information available to county management, helping guide decision-

making processes related to county operations and financial management

G) Disclosure of Compliance

Kitui County identifies and discloses its compliance with these laws and regulations through its
Annual financial reports, which are reviewed by the Audit Committee. The Committee prepares
reports outlining the county’s compliance with the PFM Act, County Government Regulations,
and other relevant statutory frameworks. These reports are submitted to the County Assembly for
deliberation and to other relevant offices such as the Office of the Auditor-General and Controller
of Budget. Compliance reports are reviewed and discussed at relevant levels.

H) Governance issues and additional committees in Kitui County

In addition to the Audit Committee, Kitui County has other governance structures and committees
that address specific issues affecting the County. These Committees play critical roles in ensuring
transparency, stakeholder engagement, and proper management of resources. One significant
committee that requires disclosure is the Kitui County Sand Harvesting and Management
Taskforce. This taskforce is an essential governance body established to address the challenges
related to sand harvesting, a major environmental and economic issue in Kitui County. The
committee’s formation aims to regulate sand extraction activities to prevent environmental
degradation, ensure sustainable use of natural resources, and manage conflicts related to sand

harvesting.
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4. Foreword by CECM Finance and Economic Planning

a) Functions of the County Government as per the County Government Act

According to the County Governments Act, 2012, the County Government of Kitui is responsible

for the following functions:

i)

ii)

vi)

Legislation and Executive Roles — Kitui County passes laws and implements policies to
address local matters such as land use, water management, and environmental conservation,
with a strong emphasis on agriculture and natural resource stewardship.

Health Services — The County oversees healthcare facilities, ensures access to clean water,
provides maternal health services, and works to prevent diseases, especially those prevalent
in rural areas like malaria and waterborne illnesses.

Agriculture, Livestock, and Fisheries — Kitui promotes food security by supporting drought-
tolerant crops, livestock farming, disease control, and sustainable fishing in rivers and dams.
Transport and Infrastructure — The County maintains and upgrades roads, enhances
transportation networks, and installs street lighting in urban centers such as Kitui Town.
Trade and Regulation — Kitui encourages local economic growth by licensing businesses,
supporting markets, and developing value addition industries to strengthen regional trade.
Water, Sanitation, and Public Works — The County emphasizes sustainable water solutions
through construction of dams, drilling of boreholes, improved sanitation, and irrigation

systems to support agriculture.

vii) Education and Childcare Services — Kitui manages Early Childhood Development

Education (ECDE) centers and vocational training institutes (polytechnics), enhancing

access to early learning and skills development aligned with economic needs.

viii) County Planning and Development — The County formulates land use plans, promotes

ix)

affordable housing, and guides urban development to meet the needs of a growing

population.
Cultural and Community Services — Kitui supports the preservation of Kamba culture,

improves public spaces, and promotes local arts and cultural festivals to boost tourism.
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b) Budget Performance against Actual Targets

Analysis of Revenues

During the financial year under review July 2024 to June 2025, the County Government of Kitui
had a total of budget of Kshs 14.305 billion, comprising of Kshs 10.885 billion being equitable
share; Kshs 779.268 million from conditional grants, Kshs 1.145 billion local revenues and a
revote of Kshs 1.495 billion. Budget for County executive amounted to Kshs 13.034 billion while
1.271 billion relate to County Assembly. Executive recurrent budget was Kshs 8.423 billion while
development budget was Kshs 4.610 billion.

The County received Equitable share amounting to 11.752 billion including Kshs 866,358 million
which was for June 2024, grants and donor funds Kshs 315.183 million while local revenues
amounted to Kshs 895.416 million and Kshs 1.495 billion Amount recejved as donor funds
accounted for 40.45% of the total budget for grants while Kshs 464.09 million (59.55%) was not
received. These were grants for Emergency Locust Response Project (ELRP), County Aggregation
and Industrial Parks (CAIP) Programme, Community Health Promoters Project, Kenya Urban
Support Programme (KUSP) and Kenya Devolution Support Programme - II (KDSP II) which
were not received.

The best performing grants received were National Agricultural Value Chain Development Project
(NAVCDP) and DANIDA, of which an amount Kshs 96.664 million and Kshs 13.601 million
was received respectively.

Table 1: Budget Analysis by Revenue Streams (Kshs. Millions)

FY FY FY FY FY FY
Revenue Streams FY 2018/19

2019/20 | 2020/21 | 2021/22 | 202223 2023-2024 | 2024-2025
Equitable share 8,729 8,830 9,589 10,393 10,393 10,829 10,885
Local Revenue 760 600 600 800 420 585 1,145
Conditional grants 1,005 1,599 831 967 374 830 779
Revote 1,193 765 818 307 1,118 2,012 1,495
Total 11,688 11,795 11,839 12,468 12,305 14,257 14,305

Source: Kitui County Treasury

An analysis of the composition of County revenue reveals that the equitable share accounts for
about 76.09% of total revenue while grants accounted for 5.44%, local revenues accounted for
8.00% and revote brought forward accounted for 10.45% of the Budget. Both local and foreign
grants have grown over time to replace a portion of equitable share, reducing its percentage from
over 90% at the inception devolution in 2013 to about 76.09% in 2024-2025 financial years. Over
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the years, conditional grants from National Government and National Government entities have
also grown in numerical terms as well as a percentage of the overall budget

Analysis of Expenditure

During the period under review, overall expenditure for the year was Kshs. 11.954 billion
Comprising of Kshs 8.070 billien recurrent expenditures and Kshs. 3.883 billion being
development expenditure.

Table 2: Expenditure by Economic Classification (Kshs)

Nature of Expenditure 2024-2025 2023-2024 % Change
Compensation of Employees 5,210,532,440 5,002,692,126 4.15
Use of goods and services 2,085,368,847 1,832,724,476 13.79
Subsidies 49,361,584 56,999,999 -13.40
Other Grants and transfers 1,199,898,023 080,626,159 22.36
Acquisition of Assets 3,413,957,120 3,532,457,674 -3.49
Totals 11,954,253,847 12,452,736,420 4.09

A trend wise analysis of the actual expenditure per item classification as a proportion of the total
expenditure reveal that of all the major items selected, employee compensation has increased by
4.15%, use of goods has increased by 13.79% and other grants and transfers have increased by
22.36%. Major decline has been recorded on Subsidies and transfer to County entities which have
declined by 13.40% and 3.73% respectively. Overall expenditure has increased by 4.09% compared
to previous period.
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Table 3: Budget and Expenditure Analysis (Kshs)

The table below shows analyses of the budget and expenditure trends for the last five years.
Recurrent absorption has been above 90% over the years from 2019-2020 to 2024-2025. However,
development expenditure has been inconsistent in its growth trajectory, raising to the highest leve]
of 75 % in 2020-2021 financial year and slowing down to the lowest level of 59% in 2019-2020
financial year. Development absorption has increased from 64% in 2021-2022 to 80% in the current

year.

Overall absorption has slightly increased over the year with highest being recorded at 91% in the
year 2020-2021. The expenditure for the financial year 2024-2025 increased by 4% compared to

the previous period.

Year Budget Expenditure Absorption
Rec Dev Total Ree Dev Total = | %

2019-20 7,404,757,789 | 4,390,491,174 11,795,248,963 | 7,296,712,134 | 2,618,124 253 9.914,836,387 | 98 | 59 84
2020-21 7,434 460,682 | 4,405,349,937 11,839,810,619 | 7.434,165298 | 3,366,196,235 10,814,990,363 | 98 | 75 9]
2021-22 8,327,233,899 4,141,508,662 12,468,742,561 | 7,983,188,823 | 2,677,015,513 10,660,204,336 | 95 64 BS
2022-23 8,662,902,604 3,643,149,961 12,306,052,565 | 8,170,096,417 2,222475314 10,392,571,731 | 94 | &1 84
2023-24 8,881,658,966 5,375,479,747 14,257,138,713 | B460,776,152 | 3,991,960,268 12,452,736,420 | 95 73 87
2024-25 8,423.471,186 4,610,853,011 13,034,324,197 | 8,070,859,084 3,883,394,763 11,954,253,847 | 95 84 91

c) Physical Progress Based on Qutputs, Outcomes, and Impacts

Since its inception, Kitui County has made strides in realising physical progress. Each year, the

country has invested heavily on infrastructure to support, transportation and movement, health,
The FY2024/2025 expenditure on infrastructure

water, food, and education provision.

demonstrates these commitments.

Table 4. Summary of Flagship Projects

Metric Target | Actuals | Completion (%) | Remarks

ECDE Classrooms 40 37 92.5% Slightly below target.

Sand Dams 120 120 100% Target fully met

Sump Wells Built 5 11 220% Significantly exceeded target
New Road Openings 67 56 83.58% Below target, needs improvement
Drifts Built 2 1 50% Significantly below target
Dispensaries Built 16 20 125% Exceeded target

Maternity Wings Built | 4 4 100% Target fully met
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d) County Flagship Projects

Kitui County has achieved notable progress in advancing its key flagship projects, which are
poised to enhance residents' quality of life, drive county development, and tackle critical
challenges. The following are some of the prominent initiatives:

i) Renal Unit, KCRH: The successful completion and operation of the Renal Unit at Kitui
County Referral Hospital (KCRH) marks a major milestone. This facility delivers vital renal
care services, enabling local patients to access treatment without the burden of long-distance
travel.

i) Nzamba Kitui Memorial Hospital (Ndooa, Mutitu): Significant advancements in completing
and expanding this hospital are noteworthy. It will greatly improve healthcare access and
quality for residents in Ndooa and Mutitu, easing the pressure on KCRH.

iii) Upgrading KCRH and Mwingi Level 4 Hospital: The ongoing efforts to elevate these
hospitals to Level IV status are a strategic step to strengthen healthcare delivery. This
upgrade will enhance their ability to manage complex cases and offer specialized services.

iv) Kangu Kangu Storm Water Project: The completion of this project is a critical measure to
mitigate flooding challenges in Kiftui South and Kitui Rural sub-counties. It will bolster
infrastructure, minimize property damage, and improve living conditions for residents.

v) GBV Rescue Centre: The establishment of this centre is a vital effort to combat gender-based
violence in the county. It will provide a secure and supportive space for survivors, fostering
a more inclusive and equitable community.

vi) Kinyongongo Digital Centre: This initiative has the potential to narrow the digital gap and
spur economic growth, By offering access to technology and digital training, it can empower
individuals and communities.

vii) Kitui Industrial and Aggregation Centre (Kanyonyoo): Though still in its initial phases, this
project shows great promise for advancing industrialization and agricultural growth. It has
the potential to generate employment, attract investment, and enhance local livelihoods.

¢) Comment on Value-for-Money Achievements

The County Government of Kitui has showcased significant value-for-money achievements
through its flagship projects, particularly in infrastructure and social services. The completion of
120 sand dams, meeting the target fully, and the construction of 11 sump wells, exceeding the
target by 220%, have bolstered water security, providing sustainable benefits to communities in
arid regions. In healthcare, the establishment of 20 dispensaries, surpassing the target of 16, and
the operational Renal Unit at Kitui County Referral Hospital (KCRH) have improved access to
essential medical services, reducing costs for residents seeking care elsewhere. Additionally, the
Kangu Kangu Storm Water Project has mitigated flooding risks in Kitui South and Kitui Rural,
safeguarding infrastructure and enhancing livelihoods. The Kinyongongo Digital Centre and the
emerging Kitui Industrial and Aggregation Centre (Kanyonyoo) underscore the county’s
commitment to digital empowerment and economic growth, ensuring efficient use of public
resources for long-term, transformative outcomes.
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f) Implementation Challenges of Strategic Objectives and County’s Future Outlook

Kitui County encountered several obstacles in achieving its strategic goals, including:

i) Insecurity in Border Regions-instability near Garissa and Tana River disrupted project
timelines.

if) Community Resistance- lack of cooperation from some communities hindered project
advancement.

iii) Delayed Funding- late resource mobilization slowed project implementation.

iv) Unreliable Rainfall- inconsistent and inadequate rainfall caused frequent droughts, affecting
project outcomes.

v) Geographic Challenges-The County’s vast size increased costs for services like ambulance
referrals, cold chain management, and general service delivery.

County Future Outlook
The effectiveness of the programs, policies, and projects outlined in the CIDP (2023-2027) and

ADP 2025/2026 hinges on robust resource mobilization, proactive risk management, and efficient
project execution. For the ADP 2025/2026, Kitui County aims to address these challenges by
enhancing resource allocation strategies and fostering stronger partnerships with contractors and
local communities. The county intends to maintain a significant budget to support both
development and operational costs. Key initiatives aligned with the county’s strategic vision
include upgrading healthcare infrastructure, expanding water management systems, and advancing
infrastructure projects such as roads and street lighting. Additionally, with a heightened focus on
agriculture, Kitui seeks to bolster food security through sustainable farming practices and promote
trade by developing industrial hubs like the Kitui Industrial and Aggregation Center. Below is the
ministerial budget allocation for the financial year 2025-2026.

HEV



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

KITUI COUNTY BUDGET FY 2025/26

VOTE CODE TITLE GROSS CURRENT GROSS CAPITAL GROSS TOTAL
ESTIMATES ESTIMATES ESTIMATES
2025/26 — Kshs

Office of the Governor 1,367,625,626 1,032,101,176 2,399,726,802

Office of the Deputy Governor 154,206,587 43 502,808 197,709,395

Ministry of Water & Irrigation 166,263,830 529,286,186 695,550,016

Ministry of Education, Training & 934,939,768 117,601,207 1,052,540,975

Skills Development

Ministry of Roads, Public Works 258,681,398 700,298 850 958,980,248

& Transport

Ministry of Health & Sanitation 3,976,795,051 175,777,347 4,152,572,398

Ministry of Trade, Industry, 221,094,894 427,506,313 648,601,207

MSMEs, Innovation &

Cooperatives

Ministry of Energy, Environment, 132,597,936 413,058,044 545,655,980

Forestry, Natural & Mineral

Resources

Ministry of Culture, Gender, 192,511,086 75,933,905 268,444,991

Youth, ICT, Sports & Social

Services

Ministry of Finance, Economic 404,097,155 425,625,000 829,722,155

Planning & Revenue Management

County Public Service Board 75,470,928 - 75,470,928

County Assembly Service Board 946,077,555 100,000,000 1,046,077,555

Kitui Municipality - - -

Mwingi Municipality - - -

Ministry of Agriculture & 426,801,456 397,972,186 824,773,642

Livestock

Ministry of Lands, Housing and 265,803,430 313,137,732 578,941,161

Urban Development

Total Voted Expenditure 9,522,966,700 4,751,800,754 14,274,767,454
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g) County Executive — Key Risk Management Strategies
i) The County is working to establish more efficient and timely resource mobilization

mechanisms to ensure the availability of financial resources when needed, minimizing
delays in project execution.

if) To address insecurity in border regions, particularly those near Garissa and Tana River, the
County is collaborating with the National government’s agencies to equip and
operationalize police posts at the cutlines in Mandongoi, Imuumba, Twambui, and
Konakaliti to improve safety.

iii) The County Executive has prioritized oversight and monitoring of contractors. This includes
enforcing standards to ensure timely project completion and high-quality work, reducing
the risks of delays or substandard performance.

iv) The County promotes strong community involvement through public participations at ward
levels and awareness campaigns through local radios and newspapers. This approach helps
build local support for projects, reducing resistance and fostering a collaborative

renvirenmentforproject-implementation.

MINISTRY OF FINANCE, FOONOMIC
PLANNING AND REVENUE MANAGEMENT

28 NOV 2025
COUNTY -'Ujm......... wF KITUI
Pif|Box33 - 90200,

O:f\ 1T
Peter Mwikya Kilonzo

CECM Finance, Economic Planning and Revenue Management
County Government of Kitui

XXvij



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

5, Statement of Performance against Predetermined Objectives

Strategic Development Objectives

The County’s 2023-2027 CIDP has identified 16 key strategic development objectives. Broadly, these
objectives have been identified through a participatory process that reviewed the development
priorities of the Governor’s Manifesto, the National Government’s Vision 2030, SDGs, and the MTP
III. The strategic objectives are a synthesized product of the planning frameworks that amalgamate
the thematic focus and development aspirations in these policy frameworks.

The key development objectives for the 2023-2027 County’s CIDP are to:

1.

10.

11.

12.

13.

14.

Expand road networks, enhance connectivity, and improve public transport services, including
support for the Boda Boda sector.

Strengthen curative, rehabilitative, and preventive healthcare services, including healthcare
infrastructure and Universal Health Coverage.

Foster economic empowerment, innovation, and investment climate, supporting MSMEs,
cooperatives, and value addition.

Implement environmental conservation initiatives, enhance climate change adaptation, and
promote sustainable use of natural resources.

Empower youth and vulnerable groups through skills training, employment creation, and
cultural heritage promotion.

Ensure effective governance, economic planning, and resource mobilization while enhancing
transparency and accountability.

Improve infrastructure and public works services, including better road connectivity and
transport management.

Upgrade healthcare facilities, adopt modern technologies, and strengthen healthcare
workforce development.

Enhance public health through disease prevention, sanitation, vaccination, and health
promotion campaigns.

Increase access to water and irrigation, developing sustainable water supply systems for

domestic and agricultural use.

Strengthening disaster management and emergency response through improved preparedness,
policies, and public awareness.

Promote tourism development with a focus on eco-tourism, community participation, and
enhanced tourism linkages.

Support business development, fair trade, and economic empowerment by improving the
business environment and fostering innovation.

Advance environmental conservation efforts, including waste management, forest cover
increase, and renewable energy adoption.
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15. Improve education standards through enhanced Early Childhood Development and Education
(ECDE), vocational training, and skills development.

16. Enhance public service delivery through capacity building, performance management, and
inter-departmental collaboration for efficient governance.

Below we present the progress made in attaining the objectives of the 2023-2027 CIDP for Kitui

County.
1. Office of the governor
S/No. | Strategic Targeted Performance/Progress Remarks
Objective as per | Outcome Made Since Inception from
CIbp the Latest CIDP
1 Enhance access | Increased Supported an estimated On track: Consistent
to education for | access, 5,000 students with school funding allocation of

financially

transition, and

fees and learning materials

Ksh 120,000,000 has

disadvantaged retention of under the Pro-Poor Support | ensured steady

students learners Programme progress in supporting
disadvantaged
learners.

2 Promote Equitable Implemented 247 CLIDP On track: Kshs
equitable development projects across 40 wards and | 500,000,000 budget
infrastructure through small- | 247 villages fully utilized, meeting
development scale the target for
across all 40 infrastructure community-level
wards projects infrastructure projects

addressing immediate
needs.

3 Improve Improved Acquired 5 acres of land for | On track: Kshs
administrative working the Deputy Governor’s 5,000,000 budget
infrastructure for | conditions for | residence fully utilized, meeting
enhanced service | county officials the target for land
delivery purchase.

4 Enhance Improved Refurbished 10 buildings for | On track: Kshs
administrative working departmental staff use 15,000,000 budget
infrastructure for | conditions for fully utilized, with all
better service departmental planned
delivery staff refurbishments

completed as targeted.
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5 Strengthen Improved Constructed 2 new buildings | On track: Kshs
county working at the county headquarters 100,000,000 budget
administrative conditions for fully utilized, meetin
headquarters enhanced the target for new

service delivery constructions.

6 Enhance security | Improved safety | Completed 5 police stations | On track: Kshs

along Kitui-Tana | for residents in Mutha, Voo/Kyamatu, 20,000,000 budget
River border and project Endau/Malalani, Ngomeni, fully utilized,
activities and Nguni achieving the target
for police station
completions.

7 Improve ward- Enhanced Completed 8 ward Slightly below target:
level service delivery | administration offices Kshs 40,000,000
administrative at ward level budget utilized, but
infrastructure delays in procurement

slowed progress in

some wards.
2. Office of the Deputy Governor

S/No. | Strategic Targeted Performance/Progress Remarks
Objective as per | Outcome Made Since Inception
CIDP from the Latest CIDP

1 Strengthen Enhanced 1 Emergency Response On track: Met the
emergency livelihood Centre fully equipped and | target for
response resilience operationalized equipping the
capabilities through centre.

operational
emergency
services

2 Improve ICT Enhanced ICT infrastructure installed | On track:
infrastructure for | emergency at 1 Emergency Response | Achieved the
emergency response Centre target for ICT
response efficiency installation.

3 Enhance Improved 1 office constructed at On track: Met the
administrative service delivery | County Headquarters target for office
infrastructure for | through better construction,
improved office facilities
governance

4 Develop Mutomo | Increased tourist | Completed snake cages, On track: Met all
Reptile Park asa | visitation and snake pit, snake house planned
tourism attraction | revenue finishes, ablution block, development

generation and reptile stocking at targets.

Mutomo Reptile Park
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5 Enhance Increased Established animal On track:
infrastructure at | tourism activity orphanage, nature trails, Completed all
Kalundu Eco Park | at Kalundu Eco landscaping, fencing, and installations as

Park children’s playground targeted,

6 Secure and Secured reserve | Completed cutline and On track:
operationalize for tourism electrical fencing for 1883 | Achieved the
South Kitui development square km reserve target for reserve
National Reserve security.

7 Operationalize Secured reserve | Repaired Masyungwa and On track: Met all
Mwingi National | for tourism George Adamson gates, planned
Reserve development picnic site, and graded infrastructure

access roads targets.
3. Ministry of Water and Irrigation

S/No. | Strategic Targeted Performance/Progress Remarks
Objective as Outcome Made Since Inception
per CIDP from the Latest CIDP

1 Enhance Improved farm | Constructed 120 sand dams | On track: Met the
agricultural productivity and | across 40 wards (3 per target for sand dam
productivity income through | ward) construction,
through supplemental
irrigation irrigation
infrastructure

2 Expand cluster | Improved farm | Completed 30 cluster On track: Achieved
irrigation productivity and | irrigation projects across 30 | the target for cluster
systems for income through | wards irrigation project
enhanced supplemental completion.
farming irrigation

3 Promote Enhanced Distributed 10 high- On track: Met the
sustainable horticultural discharge solar pumps target for solar pump
irrigation crop production | across 10 wards distribution.
through solar
power

4 Improve water | Enhanced water | Constructed 15 farm ponds | On track: Achieved
harvesting for availability for | across 15 wards the target for farm
small-holder small-scale pond construction.
irrigation irrigation

5 Strengthen water | Enhanced water | Constructed 5 sump well On track: Met the
resources and resources and water supplies with target for sump well
flood control flood control pipelines in 5 wards construction.
infrastructure

6 Increase water Increased access | Constructed/desilted 15 On track: Achieved
storage through | to water for small and medium earth the target for earth
earth dams people and dams across 15 wards dam

livestock, construction/desilting.
reduced distance
to water sources
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7 Expand water Increased access | Drilled and equipped 25 On track: Met the
access through | to water for boreholes with solar power | target for borehole
borehole people and across 25 wards drilling and
development livestock, equipping.

reduced distance
to water sources

8 Extend water Increased Constructed/extended 30 On track: Achieved
pipeline coverage and km of water pipelines the target for pipeline
infrastructure access to county-wide extension.

domestic water
for people and
livestock

9 Ensure Reliable and Supported 2 water service | On track: Met the
sustainable affordable water | providers (KITWASCO & | target for supporting
water supply in | provision KIMWASCO) in Kitui and | water service
urban areas Mwingi towns providers.

4, Ministry of Education, Training, and Skills Development

S/No. | Strategic Targeted Performance/Progress Remarks
Objective as Outcome Made Since Inception
per CIDP from the Latest CIDP

1 Enhance early | High learner Constructed 37 out of 40 | Slightly below target:
childhood achievement ECDE classrooms across | Delays in site
education and increased | all wards identification and
infrastructure enrolment procurement slowed

progress in some wards.

2 Expand Improved Operationalized VTCs in 5 | On track: Met the target
vocational infrastructure villages and started new for VIC
training and quality ones operationalization.
infrastructure training in

VTCs

3 Enhance VIC | Improved Established boarding On track: Achieved the
infrastructure infrastructure facilities in 5 VTCs target for boarding
with boarding | for VTCs facility establishment.
facilities

4 Upgrade Quality training | Completed face-lifting of | On track: Met the target
existing VTC in VTCs VTCs in all 8 wards for VTC infrastructure
infrastructure upgrades.

5 Strengthen Improved Employed 50 VTC On track: Achieved the
VTC staffing instructor-to- instructors across 52+ target for instructor
levels trainee ratios VTCs recruitment.
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5. Ministry of Roads, Public Works, and Transport

sector

S/No. | Strategic Targeted Performance/Progress Remarks
Objective as Outcome Made Since Inception from
per CIDP the Latest CIDP

1 Improve road Enhanced Graded 3,200 km out of Slightly below
accessibility accessibility 4,000 km of access roads target: Delays in
across all wards | and level of across all 40 wards mobilization of

service machinery impacted
full completion in
some wards.

2 Enhance road Improved Opened and widened 180 km | Slightly below
connectivity accessibility out of 200 km of roads across | target: Prioritization
through new and all 40 wards challenges and
openings connectivity community

consultations
slowed progress in
some areas,

3 Upgrade major | Improved Maintained and improved On track: Achieved
road accessibility, 500 km of major roads across | the target for road
infrastructure connectivity, all 8 sub-counties, including | maintenance and

and drainage drainage structures improvement.

4 Enhance road Improved Gravelled 20 km of major On track: Met the
durability accessibility roads in Kitui Central, Kitui | target for road
through and East, Kitui South, and gravelling,
gravelling connectivity Mwingi West

2 Strengthen road | Improved Purchased 2 graders, 1 dozer, | On track: Achieved
construction response to and 1 shove] for road the target for
capacity road grading construction machinery

and opening acquisition.

6 Enhance skills | Improved Trained and licensed 2,000 On track: Met the
and livelihoods and | boda boda operators across target for training
organization in | organized boda | all sub-counties and licensing,
the boda boda | boda operations

XAxiii




Kitui County Executive

Annual Report and Financial Statements for the year ended Jumne 30, 2025.

6. Ministry of Health and Sanitation.

S/No. | Strategic Targeted | Performance/Progress Made Remarks
Objective as Outcome | Since Inception from the Latest
per CIDP CIDP

1 Strengthen Improved Supported 14 hospitals through On track:
hospital service Facility Improvement Fund Achieved the
infrastructure delivery transfers target for hospital
and operations funding support.

2 Improve Improved | Supported 237 dispensaries and 56 | On track: Met the
primary service health centers through Primary target for primary
healthcare delivery Healthcare Funding healthcare
access funding.

3 Upgrade Improved Upgraded medical stores (shelving, | On track:
medical storage | service ceiling, tiling, air-conditioning) at 5 | Achieved the
facilities delivery hospitals (Kyuso, Mwingi Level IV, | target for medical

Migwani, Mutitu, KCRH) store upgrades.
4 Expand hospital | Enhanced | Initiated construction of Nzamba On frack:
infrastructure healthcare | Kitonga Memorial Hospital in Progressed as
Services Mutitu/Kaliku planned for
hospital
construction.

5 Improve Improved | Equipped 13 completed maternity On track: Met the
maternal maternal units (Malalani, Yanzuu, Nguni, target for
healthcare services Kyuso, Tiva, Endau, Miambani, matemity
services Kauma, Mui, Mivukoni, Itongolani, | equipment

Kiseuni, Katilini) procurement.

7. Ministry of Trade, Industry, MSMEs, Innovation and Cooperatives

and markets; 15
storage facilities
constructed

S/N | Strategic Targeted Performance/Progr | Remarks (Explain the Reasons
0. Objective | Outcome ess Made Since for
as per Inception from the | Underperformance/Overperform
CIDP Latest CIDP ance)
1 Develop Enhanced 25 livestock stock Overperformance: Increased
sustainable | trading yards and auction demand for modern market
and environment markets facilities and community-driven
modern and sustainable | established/improve | initiatives led to exceeding targets
market storage of d; 30 modern market | for infrastructure development.
infrastructu | market wares | infrastructures
re across constructed/improve
all 40 d; 5 policies
wards developed for trade
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2 Strengthen | Improved 1,200 entrepreneurs | On track: Steady progress in
MSMEs knowledge and | trained; 3 training and linkages, but database
through skills in mapping/verificatio | system development lagged slightly
capacity business n exercises due to technical challenges in
building entrepreneursh | conducted:; 1 integration,
and market | ip; enhanced integrated database
linkages sales from | system established:;

local products | 10 market linkages
in national and | created; 50 MSMEs
international incubated

markets

3 Promote Fair trade 500 weighing scales | On track: Verification and policy
fair trade practices and | verified; 3 policies | development met targets, but
practices consumer developed for vehicle acquisition slightly delayed
and protection weights and due to procurement processes.
consumer | ensured measures; 2 motor
protection vehicles and 10

motorbikes acquired

4 Facilitate | Improved 24- | 100 market security | Overperformance: High community
24-hour hour economy | lights demand for improved market
€conomic installed/maintained | access and safety led to exceeding
activities ; 50 km of access targets for security lights and waste
through roads improved; 200 | bins.
infrastructu waste bins installed;
re 10 dumping sites
developme established
nt

5 Foster a Ease of doing | 4 trade fairs Trade fairs and equipment
business- business organized; 5 solar distribution met targets, but solar
friendly culture farms facilitated; 20 | farm facilitation slightly behind due
environme | established motorbikes and 5 to technical feasibility studies.
nt through motor vehicles
trade fairs acquired; 40 car
and wash machines, 40
infrastructu fabricated kiosks, 40
re support shavers, 40 hair

dressing machines,
and 20 concrete
mixers acquired
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8. Ministry of Energy, Enviroument, Forestry, Natural & Mineral Resources

3/No | Strategic Targeted | Performance/Progr | Remarks (Explain the Reasens for
‘ Objective | Outcome | ess Made Since Underperformance/Overperforma
as per Inception from the | nce)
CIDP Latest CIDP
1 Climate Build Ongoing resilience Progress is ongoing, aiming to
Change resilience | actions and programs | enhance resilience among rural
Adaptation | among execution communities.
and rural
Mitigation | communiti
€s across
all wards
2 Rural Household | Some households Ongoing due to the partnership with
Electrificati |sand connected REREC and Kenya Power.
on of institutions
institutions | connected
and to
households | electricity
3 Installation | Security Security lights Target achieved, installation
of Solar lights installed in various | complete.
Security installed locations
Lights
4 Installation | Solar Solar powered water | Target achieved, installation
of Solar powered pumps installed complete.
Powered water
Water pumps
Pumps installed

9.Ministry of Culture, Gender, Youth, ICT, Sports and Social Services

S/N | Strategic Targeted Performance/Prog | Remarks (Explain the Reasons
0. Objective as Outcome ress Made Since for
per CIDP Inception from the | Underperformance/Overperfor
Latest CIDP mance)
1 Hosting 1 cultural 0 cultural days held | Not implemented.
Cultural Day day held as of August 30,
2024
2 Operationalizat | Mwitika Ongoing Progress ongoing.
ion of Mwitika | Social Hall | operationalization
Social Hall operationaliz | of the social hall
ed
3 Participation in | Participation | Participated in the | Completed.
the Kitui in the show
County County
Agricultural Agricultural
Show Show
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4 Sports Talent | Participation Participation Completed.
Development - | in KYISA completed
KYISA Games | games

5. Gender-Based | Fencing of Ongoing fencing In progress.
Violence GBYV Rescue | works
(GBV) Rescue | Centre
Centre fencing

10. Ministry of Finance, Economic Planning, and Budgeting

S/N | Strategic Targeted Performance/Prog | Remarks (Explain the Reasons
0. Objective as | Outcome ress Made Since for
per CIDP Inception from the Underperformance/Overperform
Latest CIDP ance)
1 Preparation |1 CADP CADP for FY Complete for year 1 of the five
of County prepared 2024/25 prepared years period of CIDP.
Annual and completed
Development
Plan (CADP)
2024/25
2 County 2 budget Budget estimates Complete for year 1 of the five
Annual estimates reports completed years period of CIDP.
Budget reports
Estimates FY | prepared
2024/25
3 Compilation | 1 CBROP CBROP for FY Complete for year 1 of the five
of County compiled and | 2022/23 prepared years period of CIDP.
Budget prepared and completed
Review and
Outlook
Paper
(CBROP)
2022/23
4 Preparation | 5 Budget All 5 BIRs prepared | Complete for year 1 of the five
of Budget Implementati | and completed years period of CIDP.
Implementati | on Reports
on Report prepared
(BIR) Q1
5 Monitoring | 4 M&E All 4 M&E reports | Complete for year 1 of the five
and reports for Q1 to Q4 years period of CIDP.
Evaluation consolidated | completed
(M&E)
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11.Ministry of Agriculture and Livestock

S/N | Strategic Targeted Performance/Prog | Remarks (Explain the Reasons

0. Objective as | Outcome ress Made Since for
per CIDP Inception from the | Underperformance/Overperform

Latest CIDP ance)

1 Crops Drought- 171.4 metric tons Certified seeds procured for year 1
Development | tolerant crop | issued of five years of CIDP
and seeds issued
Management

2 Agribusiness | Kitui County | 229,076 farmers All targeted farmers profiled for
and Market Farmer profiled year 1 of five years of CIDP
Development | Profiling

3 Crops Supporting 270 micro projects | Supported community-driven
Development | Community | funded projects
and Micro-

Management | projects

4 Agribusiness | Subsidized 4000 acres ploughed | Acres ploughed as targeted for year
and Market | tractor 1 of five years of CIDP
Development | ploughing

services

5 Agricultural | Hosting Kitui | 30,440 farmers Successful show participants
Information | Agriculture | reached engagement for year | of five years
Management | Show and of CIDP
(Extension Trade Fair
Services)

6 Agricultural | Support ATC | 30,000 seedlings Seedlings propagated and sold to
Information | Nursery propagated farmers for year 1 of five years of
Management CIDP
(Extension
Services)

12. Ministry of Lands, Housing, and Urban Development

Remarks (Explain the Reasons for

S/No | Strategic Targeted Performance/Progr
Objective | Outcome ess Made Since Underperformance/Overperforma
as per Inception from the | nce)
CIDP Latest CIDP
Urban Installation
i Ete::éopme ?rftegrale d le stlr]ea;lights Complcte and Ongoing for some
Human solar energy sl projeets
Settlement | street lights
Urban Repairs of | 52 streetlights
2 Developme | solar energy | repaired (multiple Complete
nt and street lights | locations)
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Human
Settlement
g;:ae?opme Gravelling
3 ot and of Acacia _Urhan roads Complete
shadestock | improved
Human d
Settlement | Y2
Consultanc
y services
gzzz?o s for County
4 t i P Urban 1 CUIDS document Coriiplits
i, Institutional | completed P
Human
Settlement | DEVelopme
nt Strategy
(CUIDS)
Land clinic
Land activities
5 8 (Zombe, 3 activities held Complete
Survey
Kyuso,
Kyamboo)
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Kitui County Executive
Annual Report and Financial Statements for the year ended June 30, 2025

6. Environmental and Sustainability Reporting

Kitui County’s primary mandate is to provide effective services and create an enabling environment
for inclusive and sustainable socio-economic development, aimed at improving the livelihoods of its
citizens. The county’s strategy on sustainability focuses on maintaining the delivery of essential
services over the long term, addressing critical areas such as environmental conservation, employee
welfare, responsible marketplace practices, and community engagement. To achieve these goals, the
county has implemented sustainable sand harvesting and charcoal management policies, developed
water infrastructure, and promoted sustainable agriculture to mitigate the impacts of climate change.

1) Sustainability Strategy and Profile
Kitui County’s sustainability strategy emphasizes aligning its operations with international best

practices, guided by the top management and accounting officers to ensure the long-term provision of
services. The county has adopted sustainable efforts, including climate adaptation measures such as
conservation agriculture, sustainable sand harvesting (Sand Bill of 2024), and environmental
management policies, despite challenges posed by adverse climatic conditions. Political and
macroeconomic trends, including national development agendas and resource constraints, shape the
county’s sustainability priorities, necessitating adaptive approaches to governance and resource
management. By continuously reviewing and refining its strategies, Kitui County aims to enhance
resilience, optimize resource use, and maintain its commitment to sustainable development.

if) Environmental performance
Kitui County’s environmental performance is guided by policies aimed at promoting sustainable

resource use, biodiversity conservation, and waste management. The county has implemented policies
for sustainable sand and charcoal harvesting and introduced tree planting initiatives in schools,
riverbanks, and homesteads to enhance forest cover and combat deforestation. Key successes include
the establishment of water conservation projects, such as sand dams and river rehabilitation programs,
which have improved water availability and reduced environmental degradation. However, challenges
persist, including unregulated sand harvesting and pollution of key rivers, which threaten biodiversity
and the sustainability of natural resources. The county continues to address these shortcomings
through policy enforcement, community sensitization, and collaborative efforts with stakeholders to
mitigate environmental impacts and promote sustainable practices.

iii) Employee Welfare
Kitui County prioritizes employee welfare through inclusive hiring practices that consider gender

balance and stakeholder engagement, ensuring a diverse and equitable workforce. The county
regularly reviews and updates its human resource policies to align with best practices, focusing on
skills enhancement, career management, and comprehensive appraisal and reward systems to motivate
and retain talent. Training and capacity-building programs such as through the Kenya School of
Government (KSG) are funded to equip employees with the necessary skills to meet evolving service
delivery needs.

iv) Market Place Practices

a) Responsible Supply Chain and Supplier Relations:
Kitui County is committed to maintaining responsible supply chain practices by uphclding good

business conduct, including an open tender system that ensures transparency and fairness in awarding

contracts. The County honours agreements by ensuring timely payment fo contractors and suppliers,

fostering trust and reliability in its business relationships. Additionally, Kitui County builds capacity
Ivii
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among contractors and empowers women and youth through training programs under the Access to
Government Procurement Opportunities (AGPO) initiative, enhancing inclusivity in public
procurement.

b) Ethical Practices Responsible:
Kitui County upholds a corruption-free environment by conducting all its financial transactions

through the Integrated Financial Management Information System (IFMIS), which enhances
accountability and transparency. The county promotes its employees based on merit, awards contracts
fairly, and ensures that all suppliers and contractors are paid on time, reinforcing ethical standards
across all operations. Public participation is a key component of the county’s approach to governance,
involving citizens in development matters, including budgeting and project implementation, to ensure
that decisions reflect community needs and priorities.

¢) Stewardship of Goods and Services:
Kitui County prioritizes safeguarding the rights and interests of its citizens by ensuring that public

goods and services are managed responsibly and equitably. The county implements measures to
protect community resources, such as sustainable sand harvesting policies, and actively engages with
citizens to gather input on critical decisions affecting local development. Through continuous public
engagement and adherence to fair service delivery practices, Kitui County strives to create an
inclusive environment that upholds the welfare of its residents and promotes their active participation
in governance.

5. Community Engagements
Kitui County actively engages with its communities through various social responsibility initiatives,

including charitable giving, community social investments, and direct involvement in local
development projects. The county promotes education by supporting Early Childhood Development
and Education (ECDE) programs, investing in vocational training, and offering skills development
opportunities. In healthcare, the county enhances access to medical services and improves sanitation
through community-driven health promotion activities, vaccination drives, and hygiene programs.
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7. Management Discussion and Analysis

County’s operational performance
The County Government of Kitui has consistently adhered to statutory requirements outlined in the

County Governments Act, 2012, and the Public Finance Management Act, 2012, over the past five
years (2020-2025). Key compliance areas include timely submission of financial statements, budget
estimates, and County Annual Development Plans (ADPs) to the County Assembly for approval. The
County achieved 100% compliance in preparing five ADPs, three County Budget Review and Outlook
Papers (CBROPs) and financial reports for FY 2022/2023 to FY 2024/2025,

Major Risks Facing the County Government of Kitui (2020-2025)
The County Government of Kitui faces several risks impacting its operations and financial

performance over the past five years. Key risks include resource limitations, delaying project
execution; insecurity in border regions near Garissa and Tana River, disrupting timelines; community
resistance, hindering project progress; adverse weather, particularly unreliable rainfall, causing
droughts; and limited water sources, constraining water initiatives. The County’s vast size increases
service delivery costs. To mitigate these, Kitui is enhancing resource mobilization, collaborating with
National agencies for security, conducting monitoring and evaluation of projects and promoting
community engagement through public participation.

Material Arrears in Statutory and Financial Obligations (2020-2025)
Over the past five years, the County Government of Kitui has managed its statutory and financial

obligations with notable diligence, though some material arrears persist. Key arrears include pending
contractor payments for infrastructure projects, particularly in road construction and water initiatives,
due to delayed funding and resource mobilization challenges. As of FY 2023/2024, approximately
Kshs 437.75 million in development commitments remain outstanding, primarily in the Ministry of
Roads, Public Works, and Transport (Kshs 309.35 million) and Water and Irrigation (Kshs 597.48
million). These arrears stem from procurement delays and stringent conditions on conditional grants,
The county is addressing these through improved revenue automation and timely resource allocation.

Kitui County Government: Review of Economy and Sector Performance (2020-2025)

Kitui County’s economy, heavily reliant on agriculture, trade, and infrastructure, has shown resilience
despite challenges like drought and funding constraints. Key sectors—agriculture, health, water, and
infrastructure—drove economic growth, with flagship projects like 120 sand dams and 20
dispensaries completed. Trade was bolstered by market infrastructure enhancements, while education
saw 37 ECDE classrooms built. Challenges include unreliable rainfall impacting agriculture and
insecurity affecting border projects. Strategic investments in irrigation and healthcare continue to
support sustainable economic development
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Kitui County Government: Future Developments (2025-2027)
The County Government of Kitui plans to advance its development agenda through the 2023-2027

CIDP and ADP 2025/2026, targeting enhanced infrastructure, healthcare, water access, and economic
empowerment. Future initiatives include upgrading Kitui County Referral Hospital and Mwingi Leve.
4 Hospital to Level IV status, expanding irrigation through solarized schemes, and completing the
Kitui Industrial and Aggregation Centre to boost trade and employment. The County will maintain a
robust budget, approximately Kshs 12.47 billion, prioritizing agriculture, roads, and digital
infrastructure like the Kanyongongo Digital Centre. Community engagement and resource
mobilization will address challenges, ensuring sustainable growth and improved service delivery.
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8. Statement of Management Responsibilities

Section 164 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Accounting Officer of a County Government County to prepare financial statements in
accordance with the standards and formats prescribed by the Public Sector Accounting Standards
Board.

The County Executive Committee (CEC) member for Finance and Economic planning of the County
Government is responsible for the preparation and presentation of the County Executive’s financial
statements, which give a true and fair view of the state of affairs of the County Executive for and as at
the end of the financial year ended on June 30, 2025.This responsibility includes: (i)Maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii)Maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the county Executive/assembly; (i)
Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material misstatements,
whether due to error or fraud; (iv)Safeguarding the assets of the county Executive; (v)Selecting and
applying appropriate accounting policies; and (iv)Making accounting estimates that are reasonable in
the circumstances.

The CEC Member for Finance accepts responsibility for the County Executive’s financial statements,
which have been prepared on the Accrual Basis Method of Financial Reporting, using appropriate
accounting policies in accordance with International Public Sector Accounting Standards (IPSAS). The
CEC member for finance is of the opinion that the County Executive’s financial statements give a true
and fair view of the state of the County Executive’s transactions during the financial year ended June
30, 2025, and of its financial position as at that date.

The CEC Member for Finance further confirms the completeness of the accounting records maintained
for the County Executive which have been relied upon in the preparation of its financial statements as
well as the adequacy of the systems of internal financial control,

The CEC Member for Finance confirms that the County Executive has complied fully with applicable
Government Regulations and the terms of external financing covenants (where applicable), and that the
County Executive’s funds received during the year under audit were used for the eligible purposes for
which they were intended and were properly accounted for.

Further the CEC Member for Finance confirms that the County Executive’s financial statements have
been prepared in a form that complies with relevant accounting standards prescribed by the Public
Sector Accounting Standards Board of Kenya.

Approval of the financial Statements- -
The County Government R AnanCia statéméntsiwere approved and signed by the CEC member
for Finance on '_,,2__ v R 0 1 R

B NOV 7075

i COUHTY Guy Baty v, 2 HTTUL
----- to;--o--t—;o---wt.---u I 1"'.0- UI.'!."C ”3 e ‘:)UI.L'”“,

Peter Mwikya Kilonzo '{ e kiTLM N
CECM - Finance, Economic Planning and Revenue Management
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REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers

: Maonrovia Street
= kel OFFICE OF THE AUDITOR-GENERAL
REPURLIC OF KENYA Enhuiteing Acconntabilin P.O. Box 30084-00100

Telepheone: +254-(20) 3214000
c-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

NAIROBI
REPORT OF THE AUDITOR-GENERAL ON COUNTY EXECUTIVE OF KITUI FOR THE
YEAR ENDED 30 JUNE, 2025
PREAMBLE

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

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

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

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

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying transitional International Public Sector Accounting
Standards financial statements of County Executive of Kitui set out on pages 1 to 61,
which comprise of the statement of financial position as at 30 June, 2025 and the
statement of financial performance, statement of changes in net assets, statement of cash
flows and statement of comparison of budget and actual amounts for the year then ended

Report of the Auditor-General on County Executive of Kitui for the year ended 30 June, 2025



and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. | have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the transitional International Public Sector Accounting
Standards financial statements present fairly, in all material respects, the financial
position of County Executive of Kitui as at 30 June, 2025 and of its financial performance
and its cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards Accrual Basis (including the transitional provisions permitted under
IPSAS 33) and comply with the County Governments Act, 2012, Public Finance
Management Act, 2012 and The National Treasury and Economic Planning Circular No.3
of 14 April, 2025.

Basis for Qualified Opinion

Unconfirmed Trade and Other Payables

The statement of financial position and as disclosed in Note 32 to the financial statements
reflect trade and other payables opening balance as at 1 July, 2024 of Kshs.546,435,251
which differs with the prior year audited financial statements closing balance of
Kshs.835,868,265 resulting to unexplained variance of Kshs.289,433,014.

Further, the current years payables balance of Kshs.626,406,908 includes payables
amounting to Kshs.89,848,440 which have been outstanding for more than two (2) years
with some dating back to the year 2015. Management has not put in place measures to
settle the debts.

In the circumstances, the accuracy and completeness of trade and other payables
balance of Kshs.626,406,908 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the County Executive of Kitui Management in
accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAl and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effects of the matter
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.

Report of the Auditor-General on County Executive of Kitui for the vear ended 30 June, 2025
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Other Matter

Unresolved Prior Year Matters

In the prior years’ audit reports, several issues were raised under the Report on Financial
Statements, Lawfulness and Effectiveness in Use of Public Resources, and Effectiveness
of Internal Controls, Risk Management and Governance. Review of the status during audit
of the County Executive in 2024/2025 revealed that the matters detailed below remained
unresolved.

Unresolved Prior Year Matters

No. Financial Audit Issue
Year

1 2023/2024 | Storeyed Maternity Ward at Kitui County Referral Hospital

2 2023/2024 | Kabati Slaughterhouse

3 2023/2024 | Proposed Completion of X-ray Building at Kauwi Hospital

2023/2024 | Oxygen Plant Machine - Kitui County Referral Hospital

4 2023/2024 | Construction of Livestock Office Block

5 2023/2024 | Construction of a Snake Pit at Mutomo Reptile Park

6 2023/2024 | Tyaa Sumpwell and Civil Works at Tyaa River

7 2022/2023 | Water Projects- Construction of sump well and pump house at
Nzeeu river and rehabilitation of Mukameni pipeline

8 2022/2023 | Water Projects- construction of elevated steel water tank at
Muuani,

9 2022/2023 | Department of Health- projects funded at approximately
Kshs.573,553,514 are still incomplete.

10 2022/2023 | Kitui Municipality (Kithomboani Modern Market)

11 2022/2023 | Land Infrastructure and Urban Development (LIUD)
Headquarters

12 2022/2023 | Vandalized Completed Projects and Failure to Erect Signages

13 2022/2023 | Non-Collection of Revenue Arrears- property rates

Other Information

The Management is responsible for the Other Information set out on pages iii to Ixi which
comprise of Key County Information and Management, Governance Statement, Foreword
by the County Executive Committee Member Finance and Economic Planning, Statement
of Performance against Predetermined Objectives, Environmental and Sustainability
Reporting, Management Discussion and Analysis and Statement of Management
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the County Executive's financial statements, my
responsibility is to read the Other Information and in doing so, consider whether the Other
Information is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. If based on the work

Report of the Auditor-General on County Executive of Kitui for the year ended 30 June, 2025
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| have performed, | conclude that there is a material misstatement of this Other
Information, | am required to report that fact. | have nothing to report in this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1.0 Failure to Recognize Provision for Contingent Liabilities

The statement of financial performance reflects use of goods and services totalling
Kshs.2,228,609,526 which as disclosed in Note 10 to the financial statements include
other operating expenses totalling Kshs.343,543,923. Included in the amount is
Kshs.14,369,803 in respect to legal expenses. Review of records revealed that the
County Executive had seventy-eight (78) legal cases which are ongoing. However,
Management did not provide any provisions for contingent liabilities in the financial
statements. This is contrary to Paragraph 22 of the International Public Sector Accounting
Standards 19 which stipulates that a provision should be recognized when: (a) an entity
has a present obligation (legal or constructive) as a result of a past event; (b) it is probable
that an outflow of resources embodying economic benefits or service potential will be
required to settle the obligation; and (c) a reliable estimate can be made of the amount of
the obligation.

In the circumstances, Management was in breach of the accounting standards.

2.0 Implementation of Projects
2.1 Delayed Project Operationalizatiion
2.1.1 Non-Operationalization of Amenity Ward at Mwingi Sub-County Hospital

The County Executive awarded a contract for procurement and installation of equipment
for amenity ward at Mwingi Sub-County Hospital on 20 January, 2025 at a contract sum
of Kshs.2,487,395 for a contract period of one hundred and twenty (120) days. However,
physical verification in June, 2025 revealed that the amenity ward was yet to be
operationalized and the procured equipment were lying idle in the store.

2.1.2Failure to Operationalize Completed Projects

Review of the Project Implementation Status Report (PIS) under the Department of Health
and Sanitation and verification of sampled completed projects during the financial years
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2023/2024 and 2024/2025 revealed that completed projects funded at a cost of
Kshs.51,019,671 were yet to be operationalized as detailed in Appendix I.

In the circumstances, value for money invested in non-operational projects could not be
confirmed.

2.2 Vandalization of Works at Ithookwe Showground

The County Executive awarded a contract on 23 July, 2024 for electrical repairs and
renovation works at Ithookwe showground at a contract sum of Kshs.2,991,205. The
payment was made vide payment voucher No.3736330125 on 15 January, 2025.
However, physical inspection and verification of works done revealed that underground
cables, power sub-mains, light fittings, switches, bulbs, circuit breakers and other
electrical works had been vandalized and stolen. The County Executive failed to take the
necessary security measures to safe guard the electrical works, builders works and all
other works that had been carried out as the place had been left unmanned with no
security, exposing the premises to vandalism.

In the circumstances, value for money invested in the project could not be confirmed.

2.3 Unsatisfactory Implementation of Projects

The County Executive awarded contracts for the proposed construction of Sump Wells
and associated civil works which included piping and water distribution through kiosks.
However, documents provided for audit review and audit inspections conducted revealed
that the two (2) projects were implemented, but not as per the scope/ the contract
agreements as detailed below:

2.3.1 Ngomano - Mwitika Market Sumpwell Water Supply

The County Executive awarded a contract for construction of a solar pumping unit, a
guard house with a pit latrine, a rising mainline and an elevated steel tank at Ngomano -
Mwitika Market in Zombe/Mwitika at a contract sum of Kshs.43,038,259. Physical
verification conducted in May, 2025, revealed that the trenching deviated from the
specifications outlined in the Bill of Quantities (BQ) as sections of the pipelines were
observed to be shallowly laid, not reaching the stipulated depth of 2 feet (60 cm). The
inadequate depth significantly expose the water pipes to potential vandalization and
breakages. Further the project did not have Environment Impact Assessment license
and the water permit from the Water Resources Authority (WRA) required to conduct the
water works. This is contrary to Section 58 of the Environmental Management and
Coordination Act (EMCA) which stipulates that the proponent of any project specified in
the Second Schedule shall undertake a full environmental impact assessment study and
submit an environmental impact assessment study report to the Authority prior to being
issued with any license by the Authority: In addition, Section 36 of the Water Act, 2016,
stipulates that a permit is required for any use of water from a water resource. In addition,
land ownership documents were not provided for audit review.
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2.3.2 Muvuko - Kyanyaa - Mwanianga Sumpwell Water Supply

The County Executive awarded a contract for construction of a sump well, solar pumping
unit, guard house with pit latrine, rising mainline, bulk storage tank, distribution lines, and
water kiosks at a contract sum of Kshs.17,922 488. Physical verification conducted in
May, 2025, revealed that the trenching deviated from the specifications outlined in the Bill
of Quantities (BQ) as sections of the pipelines were observed to be shallowly laid, not
reaching the stipulated depth of 2 feet (60 cm). The inadequate depth significantly
exposes the water pipes to potential vandalization and breakages. In addition, land
ownership documents were not provided for audit review.

In the circumstances, value for money invested in the projects could not be confirmed.
3.0 Irregular Procurement of Water Projects

The County Executive awarded three (3) contracts for construction of sump wells and
associated civil works which included piping and water distribution through kiosks at Tiva
- Kilawani, Tyaa - Wimbondo - Wikithuki and Tiva — Kalala at a total contract sum of
Kshs.50,390,369. However, the projects lacked both the Environmental Impact
Assessment (EIA) license from the National Environment Management Authority (NEMA)
and the water permit from the Water Resources Authority (WRA) required to conduct the
water works. This was contrary to Section 58 of the Environmental Management and
Coordination Act (EMCA) which stipulates that the proponent of any project specified in
the Second Schedule shall undertake a full environmental impact assessment study and
submit an environmental impact assessment study report to the Authority prior to being
issued with any license by the Authority. In addition, Section 36 of the Water Act, 2016,
stipulates that a permit is required for any use of water from a water resource.

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

4.0 Irregular Funding of National Government Functions

The Office of the Governor spent Kshs.76,727,758 on the award of bursaries to students
in secondary schools, universities, tertiary schools and special education Institutions
under the pro-poor program. This was contrary to the requirements of the fourth schedule
of the Constitution of Kenya, 2010 which describes the functions of the National
Government to include universities, tertiary educational Institutions, other Institutions of
research and higher learning and primary, secondary and special education Institutions.

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

5.0 Late Remittance of Statutory Deductions

Review of records revealed that there were late remittances of statutory deductions
totalling Kshs.168,176,458 which were due to Kenya Revenue Authority (KRA), National
Social Security Fund (NSSF) and the Housing Levy. This was contrary to Section 19(4)
of the Employment Act, 2007 which stipulates that an employer who deducts an amount
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from an employee’s remuneration shall pay the amount so deducted in accordance with
the time period and other requirements specified in law.

In the circumstances, Management was in breach of the law and the County risks
incurring costs in form of penalties and interest on accrued amounts.

6.0 Non-Compliance with One-Third Rule of Basic Salary Rule

Review of payroll data both in the Human Resources Integrated System (HRIS) and
manual payroll revealed that sixty-six (66) employees earned a net salary of less than
one-third of their basic salary. This was contrary to Section 19(3) of the Employment
Act, 2007 which require that deductions made by an employer from the wages of his
employee at any one time shall not exceed two thirds of such wages. In addition, Section
C.1(3) of the Public Service Commission (PSC) - Human Resource Policies and
Procedures Manual for the Public Service (2016), stipulates that public officer shall not
over-commit their salaries beyond two thirds (2/3) of their basic salaries.

In the circumstances, Management was in breach of the law and this may expose the
staff to pecuniary embarrassment.

7.0 Non-Compliance with Law on Ethnic Diversity

Review of the County Executive's master roll and other staff records indicated that out of
five thousand five hundred and forty-nine (5,549) employees of the County Executive,
five thousand and thirty-seven (5,037) or approximately 91% of the total humber were
from the dominant ethnic community in the County. In addition, review of personal files
and recruitment documents revealed that during the year under review, forty-three (43)
employees were recruited out of which thirty-eight (38) or approximately 88% were from
the dominant ethnic community in the County.

This was contrary to Section 65(1)(e) of the County Governments Act, 2012 which require
that in selecting candidates for appointment, the County Public Service Board shall
ensure that at least thirty percent (30%) of the vacant posts at entry level are filled by
candidates who are not from the dominant ethnic community in the County. Although
Management indicated that majority of the County employees were from the National
Government and those inherited from the defunct Local Authority who were mainly from
the dominant ethnic community, no measures have been put in place to address the
issue.

In the circumstances, Management was in breach of the law.
8.0 Non-Compliance with the Law on Fiscal Responsibility - Wage Bill

The statements of financial performance and as disclosed in Note 9 to the
financial statements reflect employees costs of Kshs.5,536,786,270 which represents
approximately 48% of the total receipts of Kshs.11,607,623,868 This was contrary to the
provisions of Regulation 25(1) (a) and (b) of the Public Finance Management (County
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Governments) Regulations, 2015 which require the County Executive Committee
Member with the approval of the County Assembly to set a limit on the County
Government's expenditure on wages and benefits for its public officers which, shall not
exceed thirty-five (35) percent of the County Executive's total revenue. Although
Management formed a taskforce which presented their findings and recommendations in
February, 2023, as at time of the audit in October, 2025 the recommendations had not
been implemented.

In the circumstances, Management was in breach of the law.
9.0 Irregular Payment to Council of Governors

As previously reported, the statement of financial performance reflects use of goods and
services of Kshs.2,228,609,526 which, as disclosed in Note 10 to the financial statements
include Kshs.343,543,923 in respect to other operating expenses. Included in the amount
is Kshs.2,000,000 which was paid to Council of Governors contrary to Section 37 of the
Inter-Governmental Relations Act, 2012, which states that the operational costs of the
Council shall be funded from the allocation of the National Government.

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

10.0 Failure to Submit Financial Statements for Kitui and Mwingi Municipalities

As previously reported, the County Executive of Kitui established Kitui and Mwingi
Municipalities through Charters dated and approved on 29 June, 2018 and 9 June, 2020
respectively. However, the Municipalities failed to submit financial statements for
2019/2020, 2020/2021, 2021/2022, 2022/2023, 2023/2024 and 2024/2025 financial years
for audit contrary to provisions of Sections 46(1) and (2) of the Urban Areas and Cities
(Amendment) Act, 2019, which require the Board or Town Committee to cause to be kept
all proper books and records of accounts of its income, expenditure, assets and liabilities
and to submit the financial statements to the County Executive Committee Member for
transmission to the Auditor-General.

In addition, Kitui and Mwingi Municipalities had total approved budget of
Kshs.259,152,321 with expenditure totalling Kshs.218,755,330 which was reported under
the County Government.

Further, the Municipalities did not prepare and submit their quarterly financial reports
to the County Treasury with a copy to the Office of the Auditor-General contrary to
Regulation 64(1) and (3) of the Public Finance Management (County Governments)
Regulations, 2015 which stipulates that the Accounting Officer or Receiver of Revenue or
Collector of Revenue shall prepare a quarterly report not later than the 15th day after the
end of the quarter and (3) the quarterly report shall be submitted to the County Treasury,
with a copy to the Auditor-General and to County Assembly.

In the circumstances, Management was in breach of the law.
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11.0 Failure to Dispose Unserviceable Assets

The statement of financial position reflects property, plant and equipment balance of
Kshs.3,413,957,120. However, field verification revealed thirty-six (36) unserviceable
vehicles that had not been disposed of and remain unutilized. This was contrary to
Section 164(1) of the Public Procurement and Asset Disposal Act, 2015 which stipulates
that the employee in-charge of unserviceable, obsolescent, obsolete or surplus assets
shall bring the matter to the attention of the Disposal Committee through the Head of the
Procurement Function.

In the circumstances, Management was in breach of the law.
12.0 Failure to Retain Facilities Improvement Funds (FIF) at the Hospitals

Review of revenue records obtained from Level 4 and Level 5 health facilities in Kitui
County revealed that fourteen (14) health facilities collected a total Kshs.722,049,214
towards the health facilities improvement. Out of this amount, a total of Kshs.416,842,808
was transferred to County Revenue Fund. However, the County Treasury reimbursed a
total of Kshs.425,603,998 to the health facilities resulting in a surplus of Kshs.8,761,190.
This was contrary to Section 5(1) of the Facilities Improvement Financing Act, 2023 which
requires that all monies raised or received by or on behalf of all Public Health Facilities
be retained in the Hospital Facilities Improvement Financing account.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
section of my report, | confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion
1. Lack of a fixed Assets Register

The statement of financial position reflects property, plant and equipment balance of
Kshs.3,413,957,120. However, review of records revealed that Management did not
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maintain a fixed assets register in the prescribed format. This was contrary to
Regulation 136(1) of the Public Finance Management (County Governments)
Regulations, 2015 which states that the Accounting Officer shall be responsible for
maintaining a register of assets under his or her control or possession as prescribed by
the relevant laws. The register in place lacked identification of serial numbers, acquisition
date, description of asset, location, class and cost of acquisition.

In the circumstances, the effectiveness of internal controls on management of fixed
assets could not be confirmed.

2. Use of Manual Payroll

The statement of financial performance reflects employees’ costs of Kshs.5,536,786,270.
Included in the amount is Kshs.4,599,266 which was reported through a manual payroll
system. Review of records revealed that Management operated three payroll systems
namely; a Manual (Excel Format) Payroll System, the Integrated Payroll and Personnel
Database (IPPD) System and the Human Resource Integrated System (HRIS-Ke). The
use of the manual system requires manual calculations of deductions to arrive at a net
monthly pay, and constant updates of the data, which makes it prone to human error and
misuse leading to weak internal controls on management of personnel emoluments.

In the circumstances, internal controls on management of personnel emoluments could
not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
County Executive's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act, 2015.
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In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements

comply with the authorities which govern them and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the County Executive's
financial reporting process, reviewing the effectiveness of how Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation

to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards of Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAIs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected

to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https://www.oagkenya.qo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

%
FCPA CBS

AUDITOR-GENERAL
Nairobi
10 December, 2025
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Appendix |

Completed Projects Yet to be Operationalized - Department of Health

Project Project | Completion Status
Cost | date

(Kshs.)
Completion of Tseikuru X- 3,500,000 | 05/08/2024 Complete but yet to
Ray Department be Operationalized
Completion of Mutitu 4,074,674 | 28/05/2024 Complete but yet to
Theatre be Operationalized
Completion of Kauwi X- 2,208,686 | 02/06/2024 Complete but yet to
Ray Block be Operationalized
Construction of male ward 7,203,740 | 03/05/2024 Complete but yet to
at Kanziko health centre be Operationalized
Completion of Maternity 3,837,890 | 08/05/2024 Complete but yet to
Unit at Kalisasi Health be Operationalized
Center
Construction of Kyamatu 4 956,140 | 20/06/2024 Complete but yet to
Dispensary be Operationalized
Construction of Kanguu 4,959,281 | 09/05/2024 Complete but yet to
Dispensary be Operationalized
Construction of Kyamatu 4,956,140 | 20/06/2024 Complete but yet to
Dispensary be Operationalized
Mortuary Block at Kitui 3,087,490 | 05/05/2024 Yet to be
County Referral Hospital Operationalized
Mortuary Block at Kitui 12,235,630 | 12/09/2024 Yet to be
County Referral Hospital Operationalized
Total 51,019,671
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Kitui County Executive

Annual Report and Financial Statements for the year ended June 30, 2025

10. Statement of Financial Performance for the year ended 30 June 2025

Revenue from non-exchange transactions

Transfers from CRF

6 | 11,586,930,555

Miscellaneous Revenue 7 7,079,313
Total 11,594,009,868
Revenue from exchange transactions

Other incomes 8 13,614,000
Total revenue 11,607,623,868

Expenses

Employee costs

9 5,536,786,270

Use of goods and services

10 | 2,228,609,526

Transfers to other Government Entities

11 1,123,170,265

Depreciation and amortization expense 12

Other Grants and Subsidies 13 126,089,342
Finance costs 14

Social Benefits 15

Total expenses 9,014,655,402
Gain/loss) on sale of assets 16 -
Gain/Loss on Foreign Exchange 17 -
Gain/Loss on fair value of investments 18 i
Impairment loss 19 -
Surplus/Deficit for the year 2,592,968,466
Taxation 20 -
Net Surplus/Deficit 2,592,968,466

b
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The Financial Statements set out on pages 1 to 4@(6 signed by:

-

John Makau Kimwele
Chief Officer
Finance and Revenue Management

Joel Mwinzi Muyanga
Head of Accounting Services
ICPAK M/No.: 17969



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

11. Statement of Financial Position as at 30 June 2025

Assets

Current Assets

Cash and Cash equivalents 21 331,674,751 613,613,326
Receivables from Exchange Transactions 22 163,232,227

Receivables from Non-Exchange Transactions 23

Inventories 24

Current portion of investments 28

Total Current Assets 494,906,978 613,613,326
Non-Current Assets

Receivables from Exchange Transactions 22(b) -
Non- Current portion of investments 25 - -
Property, Plant and Equipment 26 3,413,957,120 546,435,251
Intangible Assets 27

Investment Property 28

Right-of-use assets 29

Biological Assets 30

Tangible Natural Resources 31

Total Non- Current Assets 3,413,957,120 546,435,251
Total Assets (A) 3,908,864,098 | 1,160,048,577
Liabilities

Current Liabilities

Trade and Other Payables 32 626,406,908 546,435,251
Refundable Deposits and Prepayments 33 117,155,612 41,320,172
Current Provision 34

Lease Liabilities 35

Deferred Income 36

Employee Benefit Obligation 37

Current Portion of Borrowings 38

Total Current Liabilities 743,562,520 587,755,423
Non-Current Liabilities




Kitui County Executive

Annual Report and Financial Statements for the year ended June 30, 2025.

Non-Current Provisions 34
Lease Liabilities 35
Deferred Income 36
Non-Current Employee Benefit Obligation 37
Borrowings — Non-Current Portion 38
Service Concession Liability 39

Total Non- Current Liabilities

Total Liabilities (B) 743,562,520 587,755,423
Net Assets(A-B) 3,165,301,580 572,293,153
Represented By:

Reserves - s
Accumulated Surplus 3,165,301,580 572,293,153
Capital Fund = -
Net Assets 3,165,301,580 572,293,153

The financial statements set out on pages 1 to 43 were signed by:

John Makau Kimwele
Chief Officer
Finance and Revenue Management

(
tto----(q_,-_ SsevsvFIRIERE S aan
Joel Mwinzi Muyanga
Head of Accounting Services
ICPAK M/No.: 17969



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

12. Statement of Changes in Net Assets for the year ended 30 June 2025

As at 30" June 2024 (cash basis) 628,734,419 628,734,419
Adjustments: (56,441,266) (56,441,266)
Recognition of assets

Recognition of labilities

As at July 1, 2024 572,293,153 572,293,153
Return to CRF 39,961 39,961
Surplus/ deficit for the year 2,592,968,466 2,592,968,466
Other changes (specify)

As at June 30, 2025 3,165,301,580 3,165,301,580

1. Prior year adjustments of Kshs 56,441,266 relate to balance of revenue accounts for the financia’

year 2023-2024 adjusted due to change in accounting policy where the County considers the

transfers received from county revenue fund as revenue in the statement of performance.

2. Kshs 39,961 relate to return County revenue fund by the operational accounts for the year.




Kitui County Executive

Annual Report and Financial Statements for the year ended June 30, 2025

13. Statement of Cash Flows for the year ended 30 June 2025

Notes Kshs

Cash flows from operating activities

Receipts

Transfers from CRF 6 11,586,930,555
Miscellaneous Revenue 7 7,079,313
Increase in Retention monies 75,835,440
Other income 2,430,000
Total receipts 11,672,275,308
Payments

Employee costs 5,210,532,440
Use of goods and services 2,080,504,681
Transfers to other Government Entities 1,123,170,265
Other Grants and Subsidies 126,089,342
Finance costs

Social Benefits

Total payments 8,540,296,727
Net cash flows from/(used in) operating activities 40 3,131,978,581

Cash flows from investing activities

Purchase of PPE

(3,413,957,120)

Purchase Intangible assets

Proceeds from sale of PPE

Proceeds from sale of Biological Assets

Purchase of investments

Sale of investments

Cash equivzalents

Net cash flows from/(used in) investing activities (3,413,957,120)
Cash flows from financing activities

Returns to CRF 39,941
Proceeds from borrowings

Repayment of borrowings

Net cash flows from financing Activities 39,941
Net increase/(decrease) in cash & (281,938,578)

Cash and cash equivalents at 1 July 2024

613,613,326

Cash and cash equivalents at 30 June 2025

331,674,748
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Annual Report and Financial Statements for the year ended June 30, 2025.

15. Notes to the Financial Statements

1. General Information

County Government of Kitui is established by and derives its authority and accountability from The
Constitution of Kenya 2010. The County is domiciled in Kenya, and its principal activities are providing

essential services to Kitui citizens.

2. Statement of Compliance and Basis of Preparation

Statement of compliance
The financial statements have been prepared in accordance with the Public Finance Management Act, 2012

and with the International Public Sector Accounting Standards (IPSAS).

Guiding note during the transition period:
The financial statements have been prepared in accordance with the PFM Act, and International Public

Sector Accounting Standards (JPSAS), or the County has taken advantage of the transitional provisions
under IPSAS 33 and therefore these 1% year financial statements are transitional financial statements and
the following elements of the financial statements have not been recognised as the County has taken
advantage of the transition provisions outlined in IPSAS 33. (County to state the transitional provisions it
has applied and the steps being towards full compliance with IPSAS Accrual).

These financial statements were authorised for issue by the accounting officer on 28" August 2025.

Basis of Preparation

These financial statements have been prepared on a going concern basis, and the accounting policies have
been applied consistently throughout the period. These financial statements have been prepared on an
accrual basis unless otherwise specified (for example, the Statement of Cash Flows). Under an accrual
basis, revenues are recognised when rights to assets are earned or levied rather than when cash is received,
and expenses are recognised when obligations are incurred rather than when they are settled. The financial
statements have been prepared and presented in Kenya Shillings, which is the functional and reporting
currency of the County. The accounting policies adopted have been consistently applied to all the years

presented.

Reporting period
The reporting period for these financial statements is for the period ended 30™ June 2025
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Notes to the financial statements

Critical accounting judgements
IPSAS requires accounting judgements to be made in determining accounting policies that impact the

presentation of these financial statements. The most critical of these judgements, and their impact, are;

Recognition of revenue

Revenue is an increase in the net financial position, other than increases arising from ownership
contributions. Revenue is required to be measured when the event occurs and when recognition criteria
(probable inflow of resources and ability to reliably measure their value) are met. Judgment is required to

determine if these criteria are met, particularly where limited evidence is available at the time the revenue

is earned.

Recognition of non-exchange expenses and liabilities

A liability is a present obligation of a County for an outflow of resources that results from a past event.
Expenses (and other liabilities) are recognized when there is a present obligation (legal or constructive) as
a result of a past event. An outflow of resources embodying economic benefits will probably be required
to settle the obligation and a reliable estimate of the obligation can be made. Judgement is required in
assessing each of these conditions and therefore reporting if an expense and a present obligation should be

reported.

The County Government of Kitui pursues several policy targets and outcomes. However, the commitment
to these targets and outcomes, generally, do not of themselves constitute a present obligation unless the
County Government of Kitui is clear on the cost it intends to incur, when payment will be made, and to
whom and consequently has raised a valid expectation. As a consequence, liabilities are not reported for
costs associated with the County policy objectives and targets. Where a policy choice gives rise to an
obligation that exists independently of the County Government of Kitui future actions, expenses (and other

related liabilities) are recognized for that policy.

Purpose and nature of financial instruments

Tudgment is required in determining whether financial assets (including investment in securities and
advances) and financial liabilities are held for trading or to provide a retumn through interest and principal
transactions. Depending on that judgment, financial instruments will be reported at fair value or on an

amortized cost basis.

Climate change obligations

Kenya’s current National Determined Contribution (NDC) to deliver on the goals of the Paris Agreement

sets a headline target of a 32 per cent emission reduction by 2030 relative to the business-as-usual scenario.
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Entities commitment to climate change action does not constitute a present obligation on the balance sheet

but are disclosed separately.

Physical assets
An asset is a resource presently controlled by the County Government of Kitui as a result of a past event.

The primary reason for holding property, plant and equipment and other assets is for their service potential
rather than their ability to generate cash flows. Because of the types of services provided, a significant
proportion of assets used by public sector entities including roads, national parks, heritage buildings etc are
specialized in nature. There may be a limited market for such assets and so judgement is required on
measurement. Judgment is also required whether assets are held for commercial purposes or public benefit

purposes.
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Notes to the Financial Statements (Continued)

3. Adoption of New and Revised Standards

i) New and amended standards and interpretations in issue effective in the year ended 30 June

2025,

IPSAS 43

Applicable 1* January 2025

The standard sets out the principles for the recognition, measurement, presentation, and
disclosure of leases. The objective is to ensure that lessees and lessors provide relevant
information in a manner that faithfully represents those transactions. This information
gives a basis for users of financial statements to assess the effect that leases have on the
financial position, financial performance and cashflows of a County. The new standard
requires entities to recognise, measure and present information on right of use assets and

lease liabilities.

IPSAS 44:
Non- Current
Assets Held
for Sale and
Discontinued

Operations

Applicable 1" January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at the lower
of carrying amount and fair value less costs to sell and the depreciation of such assets to
cease and: Assets that meet the criteria to be classified as held for sale to be presented
separately in the statement of financial position and the results of discontinued
operations to be presented separately in the statement of financial performance.

The County has not adopted this standard.

IPSAS 45-
Property
Plant and
Equipment

Applicable 1" January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS 45 has
additional guidance/ new guidance for heritage assets, infrastructure assets and
measurement. Heritage assets were previously excluded from the scope of IPSAS 17 in
IPSAS 45, heritage assets that satisfy the definition of PPE shall be recognised as assets
if they meet the criteria in the standard. IPSAS 45 has an additional application guidance
for infrastructure assets, implementation guidance and illustrative examples. The
standard has clarified existing principles e.g. valuation of land over or under the
infrastructure assets, under- maintenance of assets and distinguishing significant parts
of infrastructure assets.

The County is in the process of valuing the assets and the standard will be

applicable once the valuation is done.

IPSAS 46

Measurement

Applicable 1% January 2025
The objective of this standard was to improve measurement guidance across IPSAS by:
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i. Providing further detailed guidance on the implementation of commonly
used measurement bases and the circumstances under which they should be
used.

ii. Clarifying transaction costs guidance to enhance consistency across I[IPSAS;

iii, Amending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurement and measurement
related disclosures.
The standard also introduces a public sector specific measurement bases called the

current operational value,

if) New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2025

Revenue

IPSAS 47- Applicable 1* January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS 11
Construction contracts and IPSAS 23 Revenue from non- exchange transactions. This
standard brings all the guidance of accounting for revenue under one standard. The
objective of the standard is to establish the principles that an County shall apply to
report useful information to users of financial statements about the nature, amount,

timing and uncertainty of revenue and cash flow arising from revenue transactions.

IPSAS 48-
Transfer

Expenses

Applicable 1" January 2026

The objective of the standard is to establish the principles that a transfer provider shall
apply to report useful information to users of financial statements about the nature,
amount, timing and uncertainty of expenses and cash flow arising from transfer
expense transactions. This is a new standard for public sector entities geared to provide

guidance to entities that provide transfers on accounting for such transfers.

IPSAS 49-
Retirement

Benefit Plans

Applicable 1* January 2026

The objective is to prescribe the accounting and reporting requirements for the public
sector retirement benefit plans which provide retirement to public sector employees
and other eligible participants. The standard sets the financial statements that should

be presented by a retirement benefit plan.

IPSAS 50:
Exploration

For &

Applicable 1" January 2027
The objective of this Standard is to specify the financial reporting for the
exploration for and evaluation of mineral resources. The Standard requires:

12
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Evaluation of 1. Limited improvements to existing accounting practices for exploration
and evaluation expenditures.

ii.  Entities that recognize exploration and evaluation assets to assess such
assets for impairment in accordance with this Standard and measure
any impairment in accordance with [PSAS 26.

iii.  Disclosures that identify and explain the amounts in the County’s
financial statements arising from the exploration for and evaluation of
mineral resources and help users of those financial statements
understand the amount, timing and certainty of future cash flows from
any exploration and evaluation assets recognized.

Mineral

Resources

iiif) Early adoption of standards
The County Government of Kitui did not early — adopt any new or amended standards in the financial year.

4. Summary of Significant Accounting Policies
a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair value and
recognized on abtaining control of the asset (cash, goods, services and property) if the transfer is free from
conditions and it is probable that the economic benefits or service potential related to the asset will flow to
the County and can be measured reliably. Recurrent grants are recognized in the statement of financial
performance. Development/Capital grants are recognized in the statement of financial performance after
meeting revenue recognition criteria. Conditional grants are recognized as revenue upon fulfilment of the
set conditions.
ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying
amount. The method applies this yield to the principal outstanding to determine interest income
each period,

Dividend:
Dividends or similar distributions must be recognized when the shareholder’s or the County’s

right to receive payments is established.

13
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Notes to the Financial Statements (Continued)

Rental income

Rental income arising from operating leases on investment propexties is accounted for on a straight-

line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2024/2025 was approved by the County Assembly on 27 June 2024.
Subsequent revisions or additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. The additional appropriations are added to the original
budget by the County upon receiving the respective approvals to conchade the final budget. Accordingly,
the County recorded additional appropriations of Kshs 1,349,077,872 on the 2024/2025 budget following
the governing body’s approval. The County’s budget is prepared on a different basis to the actual income
and expenditure disclosed in the financial statements.

Budget information (continued)

The financial statements are prepared on accrual basis using a classification based on the nature of expenses
in the statement of financial performance, whereas the budget is prepared on a cash basis. The amounts in
the financial statements were recast from the accrual basis to the cash basis and reclassified by presentation
to be on the same basis as the approved budget. A comparison of budget and actual amounts, prepared on
a comparable basis to the approved budget, is then presented in the staterment of comparison of budget and
actual amounts. In addition to the Basis difference, adjustments to amounts in the financial statements are
also made for differences in the formats and classification schemes adopted for the presentation of the
financial statements and the approved budget. A statement to reconcile the actual amounts on a comparable
basis included in the statement of comparison of budget and actual amounts and the actuals as per the

statement of financial cash flows has been presented under page 6 of these financial statements.

¢) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying amount
includes the replacement cost of components of an existing investment property at the time that cost is
incurred if the recognition criteria are met and excludes the costs of day-to-day maintenance of an
investment property. Investment property acquired through a non-exchange transaction is measured at its
fair value at the date of acquisition. Investment properties are derecognized either when they have been
disposed of or when the investment property is permanently withdrawn from use and no future economic
benefit or service potential is expected from its disposal. The difference between the net disposal proceeds
and the carrying amount of the asset is recognized in the surplus or deficit in the period of de-recognition.

Transfers are made to or from investment property only when there is a change in use.

14
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Notes to the Financial Statements (Continued)

d) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the items. When significant parts
of property, plant and equipment are required to be replaced at intervals, the County recognizes such parts
as individual assets with specific useful lives and depreciates them accordingly. Likewise, when a major
inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized
in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration the asset is initially measured at its fair value.

e) Right of use asset

The right-of-use assets comprises the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and any initial direct
costs. They are subsequently measured at cost less accumulated depreciation and impairment losses.
Whenever the County incurs an obligation for costs to dismantle and remove a leased asset, restore the site
on which it is located or restore the underlying asset to the condition required by the terms and conditions
of the lease, a provision is recognized and measured under IPSAS 21 or IPSAS 26. To the extent that the
costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless those costs
are incurred to produce inventories. Right-of-use assets are depreciated over the shorter period of lease
term and useful life of the underlying asset. If a lease transfers ownership of the underlying asset or the
cost of the right-of-use asset reflects that the County expects to exercise a purchase option, the related right-
of-use asset is depreciated over the useful life of the underlying asset. The depreciation starts at the
commencement date of the lease. The right-of-use assets are presented as a separate line in the statement

of financial position.

f)  Tangible Natural Resources

The County recognises a tangible natural resource recognized if, and only if: It is probable that service
potential associated with the natural resource will flow to the County Government of Kitui; The County
Government of Kitui controls the tangible natural resource as a result of past events; and The tangible
natural resource can be measured reliably. Where this criterion is not met, the County discloses the tangible
natural resource in the notes to the financial statements. Where a tangible natural resource is recognized as
an asset as the result of an event that is not a transaction in an orderly market, including non-exchange
transactions, the asset shall be measured initially at its deemed cost. A County shall apply IPSAS 46,
Measurement, when measuring the deemed cost of such a recognized tangible natural resource. A
recognized tangible natural resource acquired through an exchange transaction shall be measured at its cost.

Historical cost model is applied after initial recognition less any depreciation and impairment losses.
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Notes to the Financial Statements (Continued)

Leases
Finance leases are leases that transfer substantially all of the risks and benefits incidental to ownership of

the leased item to the County. Assets held under a finance lease are capitalized at the commencement of
the lease at the fair value of the leased property or, if lower, at the present value of the future minimum
lease payments. The County also recognizes the associated lease liability at the inception of the lease. The
liability recognized is measured as the present value of the future minimum lease payments at initial
recognition. Subsequent to initial recognition, lease payments are apportioned between finance charges and
reduction of the lease liability to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognized as finance costs in surplus or deficit. An asset held under a finance lease is
depreciated over the useful life of the asset. However, if there is no reasonable certainty that the County
will obtain ownership of the asset by the end of the lease term, the asset is depreciated over the shorter of
the estimated useful life of the asset and the lease term.
g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired
in a non-exchange transaction is their fair value at the date of the exchange. Following initial recognition,
intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses.
Internally generated intangible assets, excluding capitalized development costs, are not capitalized and
expenditure is reflected in surplus or deficit in the period in which the expenditure is incurred. The useful
life of the intangible assets is assessed as either finite or indefinite.
h) Research and development costs
The County expenses research costs as incurred. Development costs on an individual project are recognized
as intangible assets when the County can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be available for use

or sale.

ii)  Its intention to complete and its ability to use or sell the asset.

iii) How the asset will generate future economic benefits or service potential,

iv)  The availability of resources to complete the asset.

v)  The ability to measure reliably the expenditure during development.
Following initial recognition of an asset, the asset is carried at cost less any accumulated amortization and
accumulated impairment losses. Amortization of the asset begins when development is complete, and the
asset is available for use. It is amortized over the period of expected future benefit. During the period of
development, the asset is tested for impairment annually with any impairment losses recognized

immediately in surplus or deficit.
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Notes to the Financial Statements (Continued)

i) Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and financial
liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets. The
County does not have any hedge relationships and therefore the new hedge accounting rules have no impact
on the Company’s financial statements. (amend as appropriate). A financial instrument is any contract that
gives rise to a financial asset of one County and a financial liability or equity instrument of another County.
At initial recognition, the County measures a financial asset or financial liability at its fair value plus or
minus, in the case of a financial asset or financial liability not at fair value through surplus or deficit,
transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial

liability.

i. Financial assets
Classification of financial assets

The County classifies its financial assets as subsequently measured at amortized cost, fair value through
net assets/ equity or fair value through surplus and deficit on the basis of both the County’s management
model for financial assets and the contractual cash flow characteristics of the financial asset. A financial
asset is measured at amortized cost when the financial asset is held within a management model whose
objective is to hold financial assets in order to collect contractual cash flows and the contractual terms of
the financial asset give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal outstanding. A financial asset is measured at fair value through net assets/ equity if it is
held within the management model whose objective is achieved by both collecting contractual cashflows
and selling financial assets and the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding, A
financial asset shall be measured at fair value through surplus or deficit unless it is measured at amortized
cost or fair value through net assets/equity unless an County has made irrevocable election at initial

recognition for particular investments in equity instruments.
Subsequent measurement

Based on the business model and the cash flow characteristics, the County classifies its financial assets into
amortized cost or fair value categories for financial instruments. Movements in fair value are presented in

either surplus or deficit or through net assets/ equity subject to certain criteria being met.
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Notes to the Financial Statements (Continued)

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest, and that are not designated at fair value through surplus or deficit,
are measured at amortized eost. A gain or loss on an instrument that is subsequently measured at amortized
cost and is not part of a hedging relationship is recognized in profit or loss when the asset is de-recognized
or impaired. Interest income from these financial assets is included in finance income using the effective

interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of principal and interest, are measured at fair value
through net assets/equity. Movements in the carrying amount are taken through net assets, except for the
recognition of impairment gains or losses, interest revenue and foreign exchange gains and losses which
are recognized in surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate method,
Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible amounts.
Trade and other receivables are assessed for impairment on a continuing basis. An estimate is made of

doubtful receivables based on a review of all outstanding amounts at the year end.
Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/ equity are
measured at fair value through surplus or deficit. A business model where the County manages financial
agsets with the objective of realizing cash flows through solely the sale of the assets would result in a fair

value through surplus or deficit model.
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Notes to the Financial Statements (Continued)

Impairment

The County assesses, on a forward-looking basis, the expected credit loss (‘ECL’) associated with its
financial assets carried at amortized cost and fair value through net assets/equity. The County recognizes a
loss allowance for such losses at each reporting date. Critical estimates and significant judgments made by

management in determining the expected credit loss (ECL) are set out in Note xx.
ii. Financial liabilities
Classification

The County classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through surplus or deficit

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received through
non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at
the date of acquisition. Costs incurred in bringing cach product to its present location and conditions are
accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a proportion of
manufacturing overheads based on the normal operating capacity but excluding borrowing
costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value. However, to
the extent that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class
of inventory is measured at the lower of cost and current replacement cost, Net realizable value is the
estimated selling price in the ordinary course of operations, less the estimated costs of completion and the
estimated costs necessary to make the sale, exchange, or distribution. Inventories are recognized as an

expense when deployed for utilization or consumption in the ordinary course of operations of the County,

k) Provisions

Provisions are recognized when the County has a present obligation (legal or constructive) as a result of a
past event, it is probable that an outflow of resources embodying economic benefits or service potential
will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the County expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain. The expense relating to any provision is presented in the statement of financial performance net of

any reimbursement.
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Notes to the Financial Statements (Continued)
1) Contingent liabilities

The County does not recognize a contingent liability but discloses details of any contingencies in the notes
to the financial statements, unless the possibility of an outflow of resources embodying economic benefits
or service potential is remote.

m) Contingent Assets

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

in which the change occurs,

n) Nature and purpose of reserves

The County government of Kitui creates and maintains reserves in terms of specific requirements.

o) Changes in accounting policies and estimates
The County Government of Kitui recognizes the effects of changes in accounting policy
retrospectively. The effects of changes in accounting policy are applied prospectively if retrospective

application is impractical.

p) Employee benefits
Retirement benefit plans
The County Government of Kitui provides retirement benefits for its employees and directors. Defined
contribution plans are post-employment benefit plans under which the County Government of Kitui
pays fixed contributions into a separate Lap trust and Lap fund and will have no legal or constructive
obligation to pay further contributions if the fund does not hold sufficient assets to pay all employee
benefits relating to employee service in the current and prior periods. The contributions to fund
obligations for the payment of retirement benefits are charged against income in the year in which they
become payable. Defined benefit plans are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or increased future
contributions on proportional basis to all participating employers. The contributions and lump sum

payments reduce the post-employment benefit obligation.
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Notes to the Financial Statements (Continued)

q) Foreign currency transactions

Transactions in foreign currencies are iitially accounted for at the ruling rate of exchange on the

date of the transaction. At each reporting date, foreign currency monetary items are translated

using the closing rate. Non-monetary items measured in historical cost are translated using the

exchange rate at the date of the transaction, and those measured at fair value are translated using

the exchange rates at the date when the fair value was determined. Exchange differences arising

from the settlement of monetary items or translation of monetary/non-monetary items at rates

different from those at which they were initially reported are recognized in surplus or deficit in

the period.

Notes to the Financial Statements (Continued)

r) Borrowing costs

5)

)

Borrowing costs are capitalized against qualifying assets as part of property, plant and equipment. Such
borrowing costs are capitalized over the period during which the asset is being acquired or constructed,
and borrowings have been incurred. Capitalization ceases when construction of the asset is complete.

Further borrowing costs are charged to the statement of financial performance.

Related parties

The County regards a related party as a person or an County with the ability to exert control individually
or jointly, or to exercise significant influence over the County, or vice versa. Members of key
management are regarded as related parties and comprise the Governor, Deputy governor, County

Secretary, County Executive Committee Members and Chief Officers.

Service concession arrangements,

The County analyses all aspects of service concession arrangements that it enters in determining the
appropriate accounting treatment and disclosure requirements. Where a private party contributes an
asset to the arrangement, the County recognizes that asset when, and only when, it controls or regulates
the services the operator must provide together with the asset, to whom it must provide them, and at
what price. In the case of assets other than 'whole-of-life’ assets, it contrals, through ownership,
beneficial entitlement or otherwise — any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset has
been recognized, the County also recognizes a corresponding liability, adjusted by a cash consideration

paid or received.
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Notes to the Financial Statements (Continued)

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

at the end of the financial year.

v) Comparative figures

In preparing these financial statements the County Government of Kitui has elected to apply paragraph 79
of IPSAS 33, which allows for the election by County Government of Kitui to present one statement of
financial performance, one statement of cash flow, one statement of net assets and the statement of financial

position and an opening statement of financial position as at the time of first time adoption of the accrual

basis of accounting.

w) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial

statements for the year ended June 30, 2025.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the County Government of Kitui financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumptions and estimates could result in outcomes that require a
material adjustment to the carrying amount of the asset or liability affected in future periods. State all

judgements, estimates and assumptions made:

Estimates and assumptions.
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting

date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The County Government of Kitui based its
assumptions and estimates on parameters available when the financial statements were prepared. However,
existing circumstances and assumptions about future developments may change due to market changes or
circumstances arising beyond the control of the County. Such changes are reflected in the assumptions

when they oceur.
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Notes to the Financial Statements (Continued)

Useful lives and residual value
The useful lives and residual values of assets are assessed using the following indicators to inform potential
future use and value from disposal:

a) The condition of the asset based on the assessment of experts employed by the County.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and processes.

¢) The nature of the processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information available,
Provisions are measured at the management's best estimate of the expenditure required to settle the
obligation at the reporting date and are discounted to present value where the effect is material.

6. Transfers from CRF

Recurzn 8,178,925,418 ) 8,178,025 418
Development 2,998,807,592 ] 2,998,807,592
Special purpose transfers 409,197,545 : 409,197,545
Total 11,586,930,555 : 11,586,930,555

(The County received from CRF, Kshs 2,998,807,592 for Development Account, Kshs
8,178,925,418 for recurrent account while Kshs 409,197,545 was received for donor Junded
Accounts)

7. Miscellaneous Revenue

In kind grants and donations -
Refunds & Reimbursements 7,079,313
Revenues not classified anywhere else

Total 7,079,313

(Miscellaneous Revenue is Kshs 7,079,313 which was received for Emergency Locust Response
Programme directly into the operational account not through County revenue Account)
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Notes to the Financial Statements (Continued)

8. Other Incomes

Insurance recoveries 13,614,000
Sale of tender documents

Services concession income

Other incomes not specified elsewhere

Total other income 13,614,000

(This amount was received as insurance Compensation for the County during the year)

9. Employee Costs

Basic salaries of permanent employees

5.369,651,540

Basic wages for temporary employees

167,134,731

Personal allowances — part of salary

Pension and other social security contributions

Employer contributions to compulsory national social security schemes

Employer contributions to compulsory national health insurance schemes

Employer contribution to compulsory housing scheme

Other social benefit schemes

Other personnel costs

Total Employee costs

5,536,786,270
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Notes to the Financial Statements (Continued)

10. Use of Goods and Services

Utilities, supplies and services 47,306,728
Communication, supplies and services 39,201,003
Domestic travel and subsistence 245,340,960
Foreign travel and subsistence 1,306,338
Printing, advertising, and information supplies & services 110,262,377
Rentals of produced assets 11,483,465
Training expenses 265,615,934
Hospitality supplies and services 179,046,180
Insurance costs 162,494,336
Specialized materials and services 484,961,277
Other operating expenses including bank Charges 343,543,923
Office and general supplies and services 88,150,722
Fuel Qil and Lubricants 115,996,743
Routine maintenance — vehicles and other transport equipment 53,544,107
Routine maintenance — other assets 62,134,624
Others - Supply of seeds 18,220,810
TOTAL 2,228,609,525

Notes to the Financial Statements (Continued)

11. Transfers to Other Government Entities

Transfers to other County Government entities 357,935,612
Transfers to self-reporting projects 259,875,174
Transfers to car loan and mortgage schemes 10,000,000
Others (Capital grants) 495,359,479
Total 1,123,170,265

(The transfers reported here relate to County Assembly, Hospitals, Kitui County Executive car
loan and Transfer to Climate change fund, while other capital grants and transfers is donor
program (NAVCD) and ERLP) which supports farmers to grow drought resistant crops like
sorghum to boost their economic activities)
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Notes to the Financial Statements (Continued)

12. Depreciation and Amortization Expense

Property, plant and equipment z

Intangible assets i

Invesiment property carried at cost 7
Total g

13. Other Grants and Subsidies

Membership dues and subscriptions to international organizations -
Scholarships and other educational benefits 76,727,758

Emergency relief and refugee assistance -

Grants to small businesses, cooperatives, and self employed -

Subsidies to Public entities 49,361,584
Subsidies to Private entities -
Total Grants and Subsidies 126,089,342

(Scholarship and other educational benefits program support needy and bright students by
disbursing bursaries to various schools and colleges, Subsidies relates to Kenya power bills paid
by the County on behalf of water companies to provide essential services to the community)

14. Finance Costs

Interest Payments on Guaranteed Debt Taken over by Govt -

Interest on Domestic Borrowings (Non-Govt)

Interest on Borrowings from Other Government Units

Interest on bank overdrafis -
Interest on loans from commercial banks -

Total finance costs -

(There were no borrowing costs during the financial year)
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Notes to the Financial Statements (Continued)
15. Social Benefits

Transfers to the elderly -

Transfers to orphans =

Transfers to the physically challenged -
Total social benefit expenses 5

16. Gain/Loss on Sale of Assets

Property, plant and equipment E

Intangible assets =

Other assets not capitalised .

Total gain on sale of assets 5

17. Gain/Loss on Foreign Exchange

Gain or loss on foreign exchange transactions &

Gain or loss on balances in foreign exchanges -
Total -

18. Gain/Loss on Fair Value Investments

Investments at Fair Value -
Total Gain E

19. Impairment Loss

Property, Plant and Equipment 5
Intangible Assets s
Total Impairment Loss -
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Notes to the Financial Statements (Continued)
20. Taxation

Current income tax charge

Tax charged on rental income

Tax charged on interest income

Original and reversal of temporary differences

performance

Income tax expense reported in the statement of financial

21. Cash and Cash Equivalents

Recurrent Account 1,275,880 2,702,405

Development Account 523 54,257

Deposits Account 117,155,612 41,320,172

Special Purpose Accounts 213,242,736 569,536,492

Other commercial accounts
Total 331,674,751 613,613,326
21 (a) Detailed Analysis of the Cash and Cash Equivalents

Recurrent Accounts
Kitui County Recurrent Account 1000170654 28,041 119,782
Kitui County Standing Account 1140752995 12,553 2,279
Kitui County Pro-poor programme 1149645113 1,235,286 2,580,344
Development Accounts

1. | Kitui County Development Account 1000170638 523 54,257
Deposit Accounts

1. | Kitui County Deposit Account 1000217127 | 117,155,612 41,320,172
Special Purpose Accounts

2. | Kitui Devolution Support Program 1000371064 1,511,137 39,666,974
Account

3. Kitui Second Devolution Support 1000746041 5,625,000 -
Program

4, Kitui County Roads Maintenance 1000353651 34,332 34,332
Fuel Levy Account
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Kitui County Kenya Urban Support 1000380799 2,646 2,646
Program Account (KUSP)
6. Kitui County ASAL Livestock 1000374608 386 386
Account (ASAL)
7. Kitui County Village Polytechnics 1000367008 362,908 362,908
Grant Account
8. Agricultural Sector Development 1000367016 13,010 13,010
Support Program Account (ASDSP)
9. COVID-19 ACCOUNT 1000455543 | 16,326,684 39,475.434
10 . | Kitui County Locust Response 1000506528 555 555
11. | Kitui County Primary Health Care 1000565772 488,076 315,558
12. | Kitui County Climate Change 1000570571 - 191,238,473
13. | Kitui County National Agricultural 01141810573100 - 6,502,493
Rural Inclusive Growth Project
14. | Agricultural Sector Development 01141810584600 - 12,725
Support Program Account (ASDSP)
15. | Kitui County National Agricultural 1100016824001 | 96,679,493 116,684,923
Value Chain Development Project
16. | Kitui County Aggregate Industrial 1000742224 | 51,525,750 100,000,000
17. | Emergency Locust Response 01141811642100 8,363,458 75,226,072
18. | Kitui County Institutional Dev Grant 1000745107 | 32,309,300 -
19. | Kitui County National Agricultural 1000366998 - 3
Rural Inclusive Growth Project
Other Operating Commercial A/Cs
Cash on Hand - - "
Total 331,674,751 613,613,326
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Notes to the Financial Statements (Continued)

22. Receivables from Exchange Transactions

Total receivables
Insurance Compensation Due to the County 11,184,000 -
Total receivables T -
- a) Prepayments 152,048,227 2
b) Non-current receivables = #
Total Receivables (a+b) 163,232,227 =

(The above amount refers to prepayment of medical insurance for six months (Kshs 146,825,173)
and (Kshs 5,223,055) for motor vehicle insurance for three months)

i) Ageing analysis for Receivables

% of

mf/;rnzs the | OPening Balance | the

total total

Less than 1 year 163,232,227 % E 9
Between 1- 2 years - % g %
Between 2-3 years = % - %
Over 3 years - % - o
Total (a+h) 163,232,227 o B %

ii) Reconciliation for Impairment Allowance on Receivables from Exchange Transactions

At the beginning of the year -2024
Additional allowance during the year -2025

Recovered during the year
Written off during the year
At the end of the year-2025 .
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Notes to the Financial Statements (Continued)

23, Receivables from Non-Exchange Transactions

Other debtors (non-exchange transactions) 5 o
Less: impairment allowance e &
Total receivables from non- exchange transactions z *
Ya %

i FY of Opening Balance o

Ageing Analysis- Receivables from non- 2024/2025 | the the
exchange transactions total total
Less than 1 year - % - %
Between 1-2 years - % * %
Over 3 years - % - %
Total 2 % - %

i.  Reconciliation for Impairment Allowance on Receivables from Non-Exchange Transactions

At the beginning of the year :

Additional provisions during the year -

Recovered during the year =

Written off during the year N
At the end of the year L

24. Inventories

Spare paris - 3
Goods held for distribution - &
Less: allowance for impairment < -
Total & -
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Notes to the Financial Statements (Continued)

Detailed disclosure on inventories

Opening balance

Additional Inventory in the year

Inventory expensed in the year

Write-downs in the year

Others specify

Closing balance

25, Investments

a) Imvestment in Treasury bills and bonds

Financial institution

E S W -
CBK F: %

Sub- total = -
b) Investment with Financial Institutions/ Banks Z =

Bank - 5

Sub- total - -
¢) Equity investment = 1
Equity/ shares in &ounty H 2

Sub- total = - -
Grand total & -
Analyzed as: % -

Current portion of Investment - -

Non-current portion of investment = -
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Notes to the Financial Statements (Continued)

d) Movement of Equity Investments

At the beginning of the year £

Purchase of investments in the year =

Sale of investments during the year S

Increase /(decrease) in fair value of investments :
At the end of the year -

€) Shareholding in other entities
For investments in equity share listed under note 25 above, list down the equity investments under the

following categories.

% % % Kshs Kshs Kshs

County A = ~ & - = -
County B * - & # " -
County C - - B - = -
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Kitui County Executive
Annual Report and Financial Statements for the year ended June 30, 2025.

Notes to the Financial Statements (Continued)
27. Intangible Assets

Cost/Opening balance at the beginning of the year

Additions

Disposal

At end of the year

Additions—internal development

Disposal

At end of the year

Amortization and impairment

At beginning of the year

Amortization

At end of the year

Impairment loss

At end of the year

NBV

28. Investment Property

Cost/Opening balance at the beginning of the year

Additions

Disposal during the year

Depreciation

Impairment

At end of the year
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Notes to the Financial Statements (Continued)
29. Right-of-use assets

(Cost
As at 1 July 2024 - - - g
Additions 5 g i
As at June 2025 | - -

Accumulated Depreciation - -

As at | July 2024 - - -
Charge for the year - N 4
\As at June 2025 - 4 i

1

1
1
(]
1

Carrying Amount N - i
As at June 2025 - - 4

30. Biological Assets

Specify = -

Specify = r

Total = -

31. Tangible Natural Resources

ost
As at 1 July 2024 - - i
Additions o g 4 i
As at June 2025 . - 3 -
Accumulated Depreciation - - N J
As at 1 July 2024 - . J
Charge for the year - - 4 i
As at June 2025 - - -
Carrying Amount
/As at June 2025 - - i

1
[
1

1
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Notes to the Financial Statements (Continued)

32. Trade and Other Payables

Trade payables 300,153,077 546,435,251
Payments received in advance
Employee payables 326,253,831
Third-party payments
Other payables
Total trade and other payables 626,406,908 546,435,251
Ageing analysis: FY 2024/2025 % of the
(Trade and other payables) % | Opening balance Total
Under one year 522,274,653 % %
1-2 years 14,283,816 % %
2-3 years 40,443,007 % %
Over 3 years 49,405,433 % %
Total (tie to above total) 626,406,909 -
33. Refundable Deposits and Prepayments
Customer deposits 117,155,612 41,320,172
Prepayments - -
Other deposits - -
Total deposits 117,155,61 41,320,172
FY % of % of
2024/2025 i Oueiing | e
Ageing analysis: (Refundable deposits) Total Balance | Total
Under one year 117,155,612 % 41,320,172 %
1-2 years % %
2-3 years B % = %
Over 3 years ? % 2 %
Total 117,155,612 % 41,320,172
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Notes to the Financial Statements (Continued)

34. Provisions

Balance b/f

Additional provisions

Provision utilised

Change due to discount and time value for money

Total provisions year end

Current Provisions

Non-Current Provisions

35. Lease Liabilities

Balance at the beginning of the year = -

Discount interest on lease liability & -

Paid during the year £ =

At end of the year 2 =

Maturity Analysis

Year 1 -
Year 2 -
Year 3 -
Year 4 -
Year 5 and onwards =

Less: unearned Interest 2

Analysed as:

P

nt

Non- Current -
Total -
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Notes to the Financial Statements (Continued)

36. Deferred Income

National Government

International Funders

Public Contributions and Donations g T

Total Deferred Income - =

The deferred income movement is as follows:

Kshs Kshs Kshs Kshs
Balance Brought Forward 3
Additions - - - .

Transfers To Capital Fund - - 5 -
Transfers To Income = = & -
Statement

Other Transfers - - g =
Balance Carried Forward - - = iy

Anaslysed as:

Current =

Non- Current
Total -
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Notes to the Financial Statements (Continued)

37. Employee Benefit Obligations

Current Benefit Obligation
Non-Current Benefit - - - b =
Obligation
Total Employee Benefits - - - - E
Obligation

Retirement benefit Asset/ Liability (Applicable to Pensions)

The County operates a defined benefit scheme for all full-time employees from July 1, 2024. The
scheme is administered by Lap trust and Lap fund while. On this basis the present value of the defined
benefit obligation and the related current service cost and past service cost were measured using the
Projected Unit Credit Method. The principal assumptions used for the purposes of valuation are as

follows:

Discount Rates - -

Future Salary Increases - £
Future Pension Increases m =
Mortality (Pre- Retirement) - -
Mortality (post-retirement) - -
Withdrawals - -
11l Health - 3

Retirement
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Notes to the Financial Statements (Continued)

Recognition of Retirement Benefit Asset/ Liability
a) Amounts recognised under other gains/ Losses in the statement of Financial Performance:

The return on defined plan assets

Actuarial gains/ losses arising from changes in
demographic assumptions

Actuarial gains/ losses arising from changes in
financial assumptions

Actuarial gains and losses arising from experience
adjustments

Others

Adjustments for restrictions on the defined benefit
asset

Remeasurement of the net defined benefit liability
(asset)

b) Amounts recognized in the Statement of Financial Position

Present value of defined benefit obligations(a) £

Fair value of plan assets(b) e

Funded status(=a-b) =

Restrictions on asset recognised =

Others -

Net asset or liability arising from defined benefit | -
obligation

The County Government of Kitui also contributes to the statutory National Social Security Fund
(NSSF). This is a defined contribution scheme registered under the National Social Security Act. The
County Government of Kitui obligation under the scheme is limited to specific contributions legislated
from time to time. Other than NSSF the County Government of Kitui also has a defined contribution
scheme operated by Lap trust and Lap fund Pension Fund. Employees contribute 12% while employers
contribute 15% of basic salary. Employer contributions are recognised as expenses in the statement of

financial performance within the period they are incurred.
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Notes to the Financial Statements (Continued)

38. Borrowings

) External borrowings
Balance at beginning of the year

External borrowings during the year

Repayments during the year

Balance at end of the year

) Domestic borrowings

Balance at beginning of the year

Domestic borrowings during the year

Repayments during the year

Balance at end of the year

Balance at end of the period- domestic and -
External borrowings ¢ = (a+h)

External Borrowings

Dollar Denominated Loan From

Sterling Pound Denominated Loan

Euro Denominated Loan

Domestic Borrowings
Kenya Shilling Loan From KCB

Kenya Shilling Loan from Barclays Bank
Kenya Shilling Loan from Consolidated Bank
Total /Balance at end of The Year
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Notes to the Financial Statements (Continued)

Short Term Borrowings (Current Portion) & T
Long Term Borrowings — "
Total % =

39. Service Concession Arrangements Liability

Fair value of service concession assets recognized under PPE | - =

Accumulated depreciation to date = o

Net carrying amount i

Service concession liability at beginning of the year -

Service concession revenue recognized

Service concession liability at end of the year i =

40. Cash Generated from Operations

Surplus for the year before tax 2,592,968.,466

Adjusted for:
Depreciation

Non-cash grants received
Contributed assets
Impairment

Gains and Josses on disposal of assets
Contribution to impairment allowance

Working capital adjustments

Increase in inventory

Increase in Prepayments (163,232,227)
Increase in receivables

Increase in deferred income

Increase in payables 626,406,907
Increase in payments received in advance 75,835,440
Net cash flow from operating activities 3,131,978,586
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Notes to the Financial Statements (Continued)

41. Financial Risk Management

The County’s activities expose it to a variety of financial risks including credit and liquidity risks and
effects of changes in foreign currency. The County’s overall risk management programme focuses on
unpredictability of changes in the business environment and seeks to minimise the potential adverse
effect of such risks on its performance by setting acceptable levels of risk. The County does not hedge
any risks and has in place policies to ensure that credit is only extended to customers with an established
credit history.

The County’s financial risk management objectives and policies are detailed below:

i) Credit risk
The County has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,
as well as trade and other receivables and available-for-sale financial investments. Management
assesses the credit quality of each customer, taking into account its financial position, past experience
and other factors. Individual risk limits are set based on internal or external assessment in accordance
with limits set by the directors. The amounts presented in the statement of financial position are net of
allowances for doubtful receivables, estimated by the County’s management based on prior experience

and their assessment of the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the County’s
maximum exposure to credit risk without taking account of the value of any collateral obtained is made

up as follows:

As at 30 June 2025

Receivables from  exchange | - - - -
transactions
Receivables from non-exchange | - - . £
transactions

Bank balances - = = -
Total - 2 . =
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Financial Risk Management

The customers under the fully performing category are paying their debts as they continue trading. The
credit risk associated with these receivables is minimal and the allowance for uncollectible amounts that
the County has recognised in the financial statements is considered adequate to cover any potentially
irrecoverable amounts. The County’s lays down credit policies and objectives parameters within which

the various aspects of credit risk management are operated,

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the County Management, who have
built an appropriate liquidity risk management framework for the management of the County’s short,
medium and long-term funding and liquidity management requirements. The County manages liquidity
risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the County under non-derivative financial liabilities
by their remaining contractual maturities at the reporting date. The amounts disclosed in the table are
the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances,

as the impact of discounting is not significant.

As at 30 June 2025
Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefit obligation
Total
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Notes to the Financial Statements (Continued)

Financial Risk Management

iiiy Market risk

The County has put in place an internal audit function to assist it in assessing the risk faced by the
County on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting
and operational controls,

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the County’s income or the value of its holding of financial
instruments, The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return. Overall responsibility for managing market
risk rests with the Audit and Risk Management Committee. The County’s Finance Department is
responsible for the development of detailed risk management policies (subject to review and approval
by Audit and Risk Management Committee) and for the day-to-day implementation of those policies.
There has been no change to the County’s exposure to market risks or the manner in which it manages
and measures the risk.

a) Foreign currency risk

The County has transactional currency exposures. Such exposure arises through purchases of goods and
services that are done in currencies other than the local currency. Invoices denominated in foreign
currencies are paid afier 30 days from the date of the invoice and conversion at the time of payment is
done using the prevailing exchange rate. The County manages foreign exchange risk form future
commercial transactions and recognised assets and liabilities by projecting for expected sales proceeds

and matching the same with expected payments.
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Financial Risk Management

The carrying amount of the County’s foreign currency denominated monetary assets and monetary
liabilities at the end of the reporting period are as follows:

As at 30 June 2025

Financial Assets

Investments

Cash

Debtors

Total Financial Assets

Financial Liabilities

Trade And Other Payables

Borrowings

Total Financial Liabilities

Net Foreign Currency Asset/(Liability)

Financial Risk Management

The following table demonstrates the effect on the County’s statement of comprehensive income on
applying the sensitivity for a reasonable possible change in the exchange rate of the three main
transaction currencies, with all other variables held constant. The reverse would also occur if the Kenya

Shilling appreciated with all other variables held constant.

2024

Euro -

USD o

2025 &

Euro =

USD ®
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Notes to the Financial Statements (Continued)

b) Interest rate risk

Interest rate risk is the risk that the County’s financial condition may be adversely affected as a result
of changes in interest rate levels. The County’s interest rate risk arises from bank deposits. This exposes
the County to cash flow interest rate risk. The interest rate risk exposure arises mainly from interest rate

movements on the County’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer
favourable interest rates.

Financial Risk Management

Sensitivity analysis

The County analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis.
This involves determining the impact on profit or loss of defined rate shifis. The sensitivity analysis for
interest rate risk assumes that all other variables, in particular foreign exchange rates, remain constant.
The analysis has been performed on the same basis as the prior year. Using the end of the year figures,
the sensitivity analysis indicates the impact on the statement of comprehensive income if current

floating interest rates increase/decrease by one percentage point as a decrease/increase

Fair value of financial assets and liabilities
a) Financial instruments measured at fair value.
Determination of fair value and fair values hierarchy
IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from
independent sources; unobservable inputs reflect the County’s market assumptions. These two types of
inputs have created the following fair value hierarchy:
e Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities. This
level includes listed equity securities and debt instruments on exchanges.
e Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices).
e Level 3 - inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes equity investments and debt instruments with
significant unobservable components. This hierarchy requires the use of observable market
data when available. The County considers relevant and observable market prices in its

valuations where possible.
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Finanecial Risk Management
The following table shows an analysis of financial and non- financial instruments recorded at fair value

by level of the fair value hierarchy:

As at 30 June 2025
IFinancial Assets

Quoted Equity Investments - - L L
Non- Financial Assets = - = R

[nvestment Property - B E i
Land And Buildings - L L N

There were no transfers between levels 1, 2 and 3 during the year. Disclosures of fair values of financial
instruments not measured at fair value have not been made because the carrying amounts are a
reasonable approximation of their fair values.

iv) Capital Risk Management

The objective of the County’s capital risk management is to safeguard the County’s ability to continue

as a going concern. The County capital structure comprises of the following funds:

Revaluation Reserve
Retained Earnings - -
Capital Reserve - _
Total Funds - -
Total Borrowings
Less: Cash And Bank Balances - ,
Net Debt/ (Excess Cash and Cash Equivalents) E -
Gearing - =
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42. Related Party Disclosures

Nature of related party relationships

Entities and other parties related to the County include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related parties
include management personnel, their associates and close family members,

Government of Kenya

The Government of Kenya is the principal shareholder of the County, holding 100% of the County’s
equity interest. The Government of Kenya has provided full guarantees to all long-term lenders of the
County, both domestic and external.

Other related parties include:

i) County Government Entities
ii) National Government Entities
iii) Key management.

Transactions with related parties

a) Sales to related parties

Others e.g. interest and bank charges s
Total -
B) purchases from related parties -
Purchases of electricity from KPLC -

Purchase of water from govt service providers G

Rent expenses paid to govt agencies -

Training and conference fees paid to govt. Agencies -
Others -
Total -
b) Grants /transfers from the government 5
Grants from National Govt 5
Grants from County government -

Donations in kind 4
Total
¢) Expenses incurred on behalf of related party

Payments of salaries and wages for employees 5

Payments for goods and services for Water Companies 49,361,584
Total 49,361,584
d) Key management compensation

Compensation to key management 211,856,935
Total 261,218,519
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43. Contingent Assets and Contingent Liabilities

Contingent Assets

Contingent Assets

Insurance Reimbursements

Assets Arising from Determination of Court Cases

Reimbursable Indemnities and Guarantees

Receivables From Other Government Entities

Others

Tatal

Contingent Liabilities

Contingent Liabilities

Court Cases against the County

1,130,607,693

Bank Guarantees in Favour of Subsidiary

Contingent Liabilities arising from Contracts Including PPPs

Others

Total

1,130,607,693

(Details of Contingent liabilities are analysed on appendix I11)
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