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Annual Report and Financial Statements for the year ended June 30, 2025
I. Acronyms and Definition of Key Terms
A. Acronyms
* PSASB Public Sector Accounting Standards Board
o FY Financial v car
e OSHA Occupational Safety & Heath Act
« KUSP Kenya Urban Support Programme
o« UDG Urban Development Grant
e EIA/EA Environmental Impact assessment
e (BOs Community Based Organisations
o EMCA Environmental Management and Coordination Act.
¢ SHA Social Health Assurance
e NSSF National Social Security Fund
e KLURA Kenya Urvan Roads Authority
¢ KEBS Kenya Bureau of Standards
o CAA Community Area Administrators
* [PSAS International Public Sector Accounting Standards
e (CPA Certified Public Accountant
o CRF County Revenue Fund
¢ NBV Net Book Value
e PWD Persons With Disabilities
e ADR Alternative Dispute Resolution.

» KACWASCO Kakamega Water and Sanitation company.

« PFM Public Finance Management

B. Definition of Key Terms

Fiduciary Management - Members of Management directly entrusted with the entity's
financial resources.
Comparative Year- Mcans the prior period.
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Key Entity Information and Management
a) Background informaiion

Kakamega Municipality 1s established by and derive: itz authonty and accountability from Urban

3 th

Areas and Cities Act No. 13 of 201 I{amended 2019) and Cities and Municipal Charter dated 16
August 2019, The Munieipality is under the Cousty Governmen of Kakamega and is domictied in

Kenya.

b) Principal Activities
Vision - Kakamega Municipality
To be a leading Municipality in the Country through provision of quality services to generai
public and its residents.
Mission - Kakamega Municipality
To provide quality services that is affordable, accessible, acceptable, sustainable, effective and
equitably distributed to all transparently.

¢) Key Management

Chief officer Ministry of l.ands Urban | Mr. Shakir Dahir Adan

areas and physical planning

i
Municipality Manager - IT Ms. Violet Ofisi

Finance Department

M j(_)scph Ngoko ' |

Municipality Board

e

l. Charrman of the Board 7 i-lvira A Wilunda

County Executive Committee | Angela Muchai

1

Member responsible for Cities and

Urban areas.

3. | Chiefofficer -Lands Mr Shakir Dahir Adan
4. Board Member T'!\;I rs. Catherine wandabwa bulinda
5. Board Member Ms Dorcas. A. Mwinda
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6 Board Member Mrs. Fatuma mary manyonge
7. Board Member M. Tsaiah akola shikunzi
8 Board Member Mr. Timothy mudome

9. J Board Member Johnsorﬁ@cliffe ambani

0. | Municipality Manager-c officio | Ms Violet Ofisi

|
[ Member

d) Fiduciary Management

The kev management personnel who held office during the financial year ended 30™ June 2025 and

who had direct fiduciary responsibility were:

I Municipality Manager Ms. Violet Ofisi

> | Chief Officer !Kfﬂnishy of | ::n'.!i‘:??.!{uusing. " Mr. Shakir Aden
| Urban Arcas and Physical planning N -
| 3 Fmance Department | Mr. Joseph Ngoko

. e
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¢) Fiduciary Oversight Arrangements

Oversight arvangement

No

T
Entity

Audit and Risk Management Commuttee

: Rnlc: N

|

Monitoring and reviewing of audit
reports, risk assessment mitigation
and governance processes that have

been established.

County Assembly committecs

Legislation
Oversight

Representation

Committees of the Senate

Conetary matters.

Oversight and advisory

Accountability
Express opinion on books of account

Offer quality assurance on fiscal and
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f) Registered Offices
P.O. Box 277-50102
Mwauda Building/House/Plaza
Kakamega, KENYA
g) Contacts
Telephone: 056-030-222
Email: kakamegamunicipality(@ kakamega.go.ke
Website: www.kakamega.go.ke
P.O. Box 277-50102
h) Bankers
Commeicial Banks
l. Commercial Banks
i) KCB Group- Po Box 152 (50100) Kakamega
) Co-operative Bank-PO Box 595 (50100) Kakamega.
i) Independent Auditor
Auditor General
Oftfice of The Auditor General
Anmversary Towers, University Way
P.O. Box 30084
GPO ()l)l()()
Nairobi, Kenya
j)  Principal Legal Adviser
The Attorney General
State Law Oftice
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
k) Kakamega County Attorney

P.O Box 36-50100 Kakamega

Vi
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3. Municipality Board

Elvira A Wilunda 1s an Advocate of the High Court
of Kenya and the Managing Partner at EA Wilunda
& Co. Advocates, a Law Firm based within
Kakamega County in the Republic of Kenya and
she 1s 40 years old. Ms. Wilunda has a strong
foundation in corporate ficld having worked with
Private and Public Corporations. She also offers
Strategy and policy advice to various entities in line
with Corporate Governance as wel! as advising on
Constitutional and legal compliance for ;
organizations. At her Law Firm, she offers services
i Civil Litigation, Conveyancing, Criminal

| Litigation. Family Law, Succession law.
Environment and land Law as well as | abour faw.

Ms. Wilunda has a keen eye for details; she 1s self-
ELVIRA WILUNDA motivated and believes 1 servant

CHAIRPI RSON leadership.Academically, Ms Wilunda holds
Bachelor of Laws LLB (Hons; from Moi
University, Eldoret, has a Post Graduate Diploma
in Law (PGD Law) from Kenya 5chool of Law and
is currently studying for Certified Public Secretary
(CPS). She has obtained thorough and exuremely
relevant trainings and Certification in Corporate
Governance as well as Digital Forensics vis a vis

| the Law.

(S

Mr. Isiaah Akola Shikunzi 1s 65 years old, holds a
Diploma in Bible Correspondence, and a certificate
in building a culture of peace and non-violence,
Certificate in management course for social
development workers and course leader,
supervisory management, crime prevention,
Disaster and conflict management course, Chiefs’
security and Administrative and management skills
among others.

Isaiah Akola Shikunzi
Vice Chairperson
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s

Ms Angela Muchai 1s 45 years old. she 1s the
CECM Lands, Housing, Urban Areas & Physical
Planning at the County Government ot Kakamega,
she previously worked as the Acting Director tor
Communication and Information at the Kenya
National Commission for UNESCO (KNATCOM).
As Ag. Director, Ms Muchai has worked n both
private and public sector in the communication
field for over 20 Years. She is an Author, a
rescarcher and a policy advocate in communication
and media. She is currently undertaking Phd in
Communication (Ongoing) MA,
Communication:B.Ed,English/Literature.

In addition to her assignment as CECM she 1s a
board member of Kakamega municipality.

Mr. Shakir Dahir Adan
Chief Officer, Housing and Urban

Planning

| BSc Hons Financial Mathematics

Worked as customer assistant at Nespresso central
LLondon UK

Senior fiscal analyst Mandera County Government

h

Ms. Violet Ofisi

Municipal Manager and Secretary to

the Board

Ms. Violet Ofisi 1s the current Municipal Manager
Kakamega Municipaiity. Prior to her appointment as
Kakamega Municipal manager she was the
Municipal manager of Mumias

Violet holds a PhD (ongoing) in Project Planning
and Management and a Master’s degree in Project

Planning and Management from the University of

Nairobi. She also holds a Bachelor of Education
degree from Egerton University.

Prior to her appointment as Mumias Municipal
Manager, she was the Municipal Manager
Kakamega Municipality. She has worked as a Part-
time Lecturer University of Nairobi, Kenya

Vil
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Ms. Catherine Wandabwa

Institute of Management (KIM) and Mt. Kenya
University (from 2010 to 2017

Mrs Caiherine Wandabwa is 39 vears old. She |

was nominated by the Kakamega County Residents

‘ssociation {(KARA). She holds a Bachelors of |

Education degree from MMUST, Diploma in
Technical Education from Kenya Teachers College.
Diploma in Agriculture from Egerton University and
Certificate in Monitoring and Evaluation from
Kenya Institute of Management.

Ms. Wandabwa is currently the county election
Manager, Nandi County. She is the of audit and
risk committee

1
|
1

Ms. Dorcas .A. Mwinda

Dorcas is 40 years old, she 1s a client ortented and a
itighly dniven HR Professional with over 19 years’
experience, passioniate about personal development,
total overall wellbeing of clients, assisting clients be
self-aware enabling growth as a person and
motivated while performing their tasks and duties

She holds a Masters of Art in Counselling Studies
front Manchester University (United Kingdom,)
Bachelor of Science degree in Human Resource
Management from Mot Untversity, Highier Diploma
in Counselling Psychology and a Diploma in Human
Resource from Nairobi University.

Dorcas 1s currently the CEO and HR Manager of
Pambazuko Promotions Limited Has worked with
the Good Life Orphanage as a Psychological
Therapist, SGS Kenya as a Human Resource Officer
and Kenya Association of Professional Counsellors
as a Counsellor.
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Mrs. Fatuma Mary Manyonge

Mrs. Fatuma Mary Manyonge 1s 62 years old, was
nominated by the Business Community to the
Kakamega. Ms Manyonge has a certificate 1n
Strategic  [eadership from Kenya Insutute of
Management

(KIM), a Diploma in Management irom KEMI, a
Bachelor Arts from Kenyatta University (1984-
1987) and went to Mukumu Girls High School for
her; A&O level Certificates.

In relation, she has a vast experience as a teacher
having served as a principal at Makunga S.A
Bungoma (2019-2024), Principal Matunda S.A
Kakamega (1999-2018), Deputy principal St
Anne’s Nzoia (1995-1998), Deputy Principal Arch
Bishop  Njenga  (1990-1994),  Guiding  and
Counseling Mistress Kivaywa Boys High School
(1987-1989) among other achievements. She also
served as Board of Director, KACWASCO (2016-
2022) and runs basiesses within Kakamega.

Mr. Johnson Ambani

Mr. Johnson Wycliffe Ambani is 66 years old. He is
a Clinician (Paediatrics) by profession and a
member Kenya Clinical Officers Association. He
has served in Mumias Sugar Company medical
department. M.C.H/F.P Section for 19 years, served
on the board of Kenya Union of Savings and Credit
Cooperatives (Kuscco) where he was chairperson of
Western Kenya region, worked in Government in
various  capacities  e.g Kapenguria  Hospital
Paediatrics department, kacheliba Rural
Demonstration centre. 'ecturer Nakuru K.M.T.C in
Paediatrics and pharmacology Department. He 1s the
chair of finance, administration and gender
mainstreaming committee.
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10
Mr. Timothy Mudome 1s 40 years old. He is a
nominee ‘e Kakamega  Municipality  Board
nominated by APSEA Architectural Association of
Kenya. He is Registered Architect with Board of
Registration of Architects & Quality Surveyors and
a Member of Architectural Association of Kenya.
Mr. Mudome holds a Bachelor Degree of
Architecture from Jomo Kenyatta University of
Agriculture and Technology (JKUAT) and 1s
currently  pursuing a  Master  degree  in
Environmental Planning Management at Kenyatta
University.

He has worked as a Lecturer at Nairobi Institute of
Technology and Jomo Kenyatta University of
Agriculture and Technology (JKUAT).HE is chair
of planning and development comniittee.

Mr. Timothy Mudome

X1
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4.

Key Management Team

The roles of the municipality manager include

the following among others.

Strategic leadership.

Financial management and budgeting
Policy development and implementation
Service delivery

Human resource management

Grant management

Community engagement

Legal and reguiatory compliance
Reporting and accountability

9]

Mr. Joseph Magige Ngoko

Mr. Josef)ﬁ Magige Ngoko.is the current Head of
Finance for Kakamega Municipality,
He is a long scrving accountant with the County

Government of Kakamega.

X1
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5. Municipality Board Chairperson’s Report

Kakamega Municipality 1s established by and derives its authority and accountability from Urban
Areas and Citics Aci Nov 12 of 2011 and Cities and Municipal Charter dated 16th Aveust 2019 The
Municipality is under the Ceunt Covernment of Kakamega and is domiciled in Kenya. Kakamega
Municipality Vision is to provide quality services that is affordable, accessible, acceptable,
sustainable, etfective and cquitably distributed (o all its citizens transparently.

Successes made.

Kakamega municipality has made several strides of successes among them;

e [nhanced solid waste management by purchasing a refuse track and construction of a
refuse chamber at Shirere and Rosterman,
Beautification and landscaping ot the town to attract investors

['he municipality has constructed a market at Sichiral center that can accommodate
approximately 2000 traders

e Constructed walkways to ease traftic congestion

e Upgraded and renovated a bus-park tor case of packing ot public transport vehicles

e Constructed market stalls at Masingo market to ease on pressure to other main markets
e (Constructed to bitumen standard roads approximately 15km within municipality

« Renovated and fabnicated slaughter house to modern standard including solar heater
system, fencing and proper drainage sys:i-ms 1.e. lagoons.

The Boards Performance

The Board of the Kakamega Municipality has been established and draws all its powers and functions
from the Urban Areas and Cities Act, 2011 as amended 2019, and the County Government Act and
the Municipality Bv-laws

The Board has members who meet on quarterly basis.

The Municipality Board has taken into consideration the provisions of the law relating to
appointment of PWDs and other sectorial representation on its board.

The municipality board has demarcated and gazetted Municipality boundaries

['he Municipality board has also prepared and approved a strategic plan that runs to the year 2027

Challenges faced by the Municipality

Kakamega municipality despite the above sited achicvements faces the following challenges;
e Late and delayed disbursements of funds from County Treasury.
e Under-staffing
¢ [nadequate budgetary provisions.
e The municipality has not yet achieved full autonomy
Insufticient development partners.
There was no changes to the municipality board during the year under review.

X111
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The Municipality board has raft of measures that has been included in County Integrated
Development Plan of turning the Municipality ito a City status. The following have been proposed
implemented;

s Upurading of Kakamega airstrip to an airport

e De-congestion of the urban traders” population from town eentre to Sichirar market

* Expansion of the boundaries from the current

e Upgrading and expanding existing scwer lines

e Expand revenue base

e Proposal of full autonomy.
In view of the foregoing, the Municipality should endeavour to create a bigger impact on enterprise
development in order to play its righttul role in the County and/or nation’s development by
rethinking its Service delivery model to reach more businesses efficiently, effectively and in a
sustainable manner.
The Municipality must also be an attractive pariner in youth and women economic empowerment to
attract funding from all potential sources and win the contidence and goodwill of all Kakamega
Citizens and business people. The Municipality's capacity to deliver on this strategy 1s critical. Its
iegal, policy, instructional, technological and competence frameworks shall be adequately
strengthened over time and an environment conducive to attract and retain requisite skills created.
To remain sustainable in the long run and reduce its dependence on government funding, the
Municipality shall expand and restructure its Service portiolio diversify its sources of funding and
adopt a business approach in its oveiall operations
In conclusion, I call upon all stakeholders to cticetively play their part in supporting the Municipality
to realize the prospects of its mandate. It will require a lot of dedication, success and hardworking on
the part of all stakeholders to realise this big dream.

CONCLUSION

Kakamega Municipality recorded good progress in implementation of their agendas and projects. On
behalt of Kakamega Municipality, I would like to thank H.E. The Governor, H.E. The Deputy
Governor for the leadership and support they have provided during the period. Further, my sincere
gratitude goes to the County Municipalities Board Memibers and staft for their continued efforts to
realize the goals as set in the budget FY 2024/2025. T extend my gratitude to all other stake holders
for pulling together and for their continued commitment, dedication and hard work to ensure service
delivery to the people of Kakamega County. | would also like to thank the County Assembly under
the leadership of the Speaker and the County Clerk for their co-operation and oversight role as well
as donors who have continued to support us in implementing development of Kakamega
municipality.

Finally, my sincere appreciation goes to all the citizens of Kakamega County for their continuous
engagement with the County Government which has contributed to efficient service delivery and
citizen centric development.

Name: ELVIRA WILUNDA

Chairperson of the Board

X1\
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6.  Report of the Municipality Manager

Budget Performance

The Kakamega Municipality had an approved budget of Kshs.88,925 460 and Kshs. 11,409 485 for
Recurrent and Development Respectively and a balance brought torward ot Kshs. 12,718,228 for
(KUSP) Kenya Urban Support programme, bringing the total development budget to kshs.24,127.713.

The Kakamega Municipality finances its operations through funds disbursed from parent ministry of
LLands and donor funded programs like Kenya Urban Support Program (KUSP) and Urban
Development Program (UDG).

Budget Absorption
The Kakamega Municipality’s overall absorption was Kshs 89,502 993 for both recurrent and
development expenditure translating to an absorption rate of 79 %

On behalf of the Board members (BOM) of the Kakamega Municipality, [ have the honour to
forwaid the Annual Report and Financial Statements for the Financial year ended 30th June 2025.
The Board 1s fully alive to 1ts mandate and the tact that Kakamega Municipality having been
establishied. is still young and requires unequivocal support and guidance to lay a strong foundation
for its ruture and sustainability through sound paolicics and strategies as well as full autonomy ot its
operations.

Physical Progress Based on Output

Kakamega Municipality aspires to be the best  Mumicipality in the Country through the adoption of
best sound policies and strategic practices as well as the development and use of key instruments
necessary for successful corporate governance in line with Urban Areas and Cities Actof 2011 and
Article 184 of the Constitution of Kenya 2010.

During the year under review, the Board executed its functions well through its committecs namely
Finance, Adhoc, legal and full board which held meetings quarterly as required by the law. The
committees were vibrant throughout the year, followed by full board meetings. Under the Board’s
leadership, the Municipality developed a Strategic Plan. The strategic plan will enable the
municipality work towards a common goal, while ensuring 1t to manage and reduce operations risks.

The projects that the municipality has undertaken within the financial year include maintenance of
Rostaman dump-site, garbage and waste management which are critical to environmental
sustainability.

In general, the public 1s contented with the programs that have been undertaken by the Municipality
and the goal congruence of achieving value for money enabled.

The Board 1s pleased with the operational and financial results delivered by management. However,

being a young Municipality, Kakamega has faced several challenges, key among them, inadequate
funding and delayed disbursement of tunds, under-staffing and not functioning with full powers of

XV
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autonomy. The Board acknowledges the support it has received from H.E. the Governor and the
County Executive Committee members in executing its mandate and functions. We are positive that

and implementation of projects
The Board acknowledges the support and good working relationship with all Departments of County

Executive and the county staff as a whole. We aiso acknowledge the immense support that the
Municipality has and is receiving from donors.

Name: VIOLET OFISI
Municipality Manager.

XVi
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7 Statement of Performance Against Predetermined Objectives for the FY 2024/2025

Section 164 (2) (1) of the Public Finance Management Act, 2012 requires that, at the end of cach financial

vear. the Accounting GiTicer for @ County Government cutity shall prepare tinancial statements in respect

of the entity in formats 1o be preseribed by the Accounting Standards Board including a statement of the

county government entity’s performance against predetermined objectives.

The key development objectives of the Kakamega Municipality in the financial year 2024-2025 are

as shown in the table below;

services in 3
Zones

completion (o)

satisfactory
standard - (90%

1 Monitorable Chntiengss
Activities Expected Output . Performance
Indicators
Target
Maintenance of | Maintained Level of 100 Done to Lack of
Rosterman Resterman completion (%) satisfactory budget to put
dumpsite dumpsite standard up transfer
(70%) | stations

Construction of | Complete Level of 100 Not done due to | Lack of funds
municipality municipality completion (%) re-allocation of ‘

offices toilets — joffices totlets || ctunds |
Installation of Complete rainwater | [ evel off 100 Not done due to | Lack of fi.ads
rainwater goods | goods completion (%) re-allocation of
at the funds |
municipality ;
offices . |
Sichirai market | Complete market Level of 100 Project Some works |

completion (*4) completed - were not
(100%) included in
- I B the BQ

Cleaning Cleaned zones Level of 100 Done to Lack of

proper waste
management
by the

residents. |

XVil
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8.  Corporate Governance Statement
a. Process of appointment and removal of Board members
[he current Board was competitively recruited and sworn in, in the Financial Year 202272023,
Unless a petition is brought against the board members, the duly constituted board will continue
serving until the term expires.

b. Roles and functions of the Municipality Board members,

® Overseeing the attairs of the Municipality.

® [xercising exccutive authority as may be delegated by the Municipal Board Commuttee.

® Developing and adopting policies, plans, strategies and programmes for the efficient running
of the municipality

® Formulating and implementing integrated development plans.

® Controlling land use, land sub-division for various development purposes as may be
delegated.

® Promoting and undertaking infrastructural development and services within the Municipality
as may be delegated by the County Government.

® Decveloping and managing schermes, including site development in collaboration with the
relevant National and County Agencies.

® Maintaining a comprehensive database and information system for the municipality.

® Enforcing the fees, levies and charges as may be authorized by the County Government for
delivery of services.

® Ensuring the provision of services to its residents.

® [nitiating new laws or making recommendations for issues to be included in the laws

® Implementing national policies and policies of the County Executive Commitiees as they
affect the Municipality.

® Enforcing compliance with Constitutional provisions on Consumer Rights, fair administrative
action, Bill of Rights and Values and Principles of Public Service.

® Preparing the Annual Appropriation Bill and submitting it to the County Treasury for
consideration and transmission to the County Assembly for approval.

® (Coordinating and facilitating citizen participation in the development of policies and plans and
delivery of services.
Implementing policies for fire and disaster management.
Promoting a safe and healthy environment.

Performing such other functions as may be delegated from time to time.

X VI
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¢. Induction and training Municipality Board members and member’s performance,
Members are always inducted after engagement and are traincd on need basis
d. Number of Municipality Board meetings held and the attendance to those meetings
by members.
During the year under review the Kakamegza municipality board held four meetings.
e. Succession plan

The Board members are always competiuvely recruited and legally constituted after their term has
ended.
f. Existence of a service charter,

Currently there is a service charter, mounted at the entrance of Municipality offices. It is written in
English and Kiswahili for ease of understanding by the Municipality residents and visitors.

g. Conflict of interest,
At the beginning of every board meeting, members are requested to declare it they have any conflict-
of-interest 1ssues on the agenda at hand No contlict of inteiests was raised during board meetings.

h. Board remuneration,
The Board Chairman is entitled to a monthly honorarium allowance. Board members are paid sitting
allowances when they attend Board meetings Board members are also reimbursed travel allowance.
This is done in line with Salaries and Remuneration Commission.

e. Ethics and conduct as well as governance audit undertaken if any

Lthics and conduct as well as governance audit is conducted during recruitment process of the
board members as per public ofticers’ ethics act.

XIX
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9. Management Discussion and Analysis
a. On the operational and financial performance of the Municipality during the
period,
I'he Kakamega Municipality had approved budget of Kshs.88925 460 for Recurrent and
Kshs.24,127.713 Development Respectively. The development amount comprises of a balance
brought forward of Ksh. 12,718,228 for (KUSP) Kenya Urban Support programme.

Budget Absorption
The Kakamega Municipality’s overall absorption was Kshs89,502,993 for both recurrent and

development expenditure respectively translating to 79%

b. Entity’s key projects or investments decision implemented or on geing,
Kakamega Municipality has achieved key projects in the betterment of service delivery to the citizens
as highlighted below.
- Ongoing projects of Sichirai Market
- The projects that the municipality has undertaken within the financial year include
maintcnance of Rostaman dump-site, garbage and waste management which are critical to

environmental sustainability

¢. Municipality’s compliance with statutory requirements
The Municipality has complied with the required statutory laws and rules that goveri 1t.
Kakamega Municipality complies with rules, orders. regulations, directions, form, tariff of costs or
fees, letters patent. commission, wartant, proclamation, by-law, resolution, guideline or other
statutory instrument issued, made or established in the execution of a power conferred by or under
an Act of Parliament under which that statutory instrument or subsidiary legislation is expressly
authorized to be 1ssued.
The Board of the Kakamega Municipaiity has been established and draw all their powers and
perform all functions vested in boards of municipalities in accordance to the Urban Areas and Cities
Act, the County Government Act and the Municipality By-laws.

d. Major risks facing the Municipality, material arrears in statutory and other

financial obligations

The Major risk affecting Kakamega Municipality i1s delay and late disbursement in exchequer
disbursements from the County Treasury as it’s the Main source of funding to the Municipality.
I'he delays in receiving of the funds slowed down Project implementation.

e. Any other information considered relevant to the users of the financial statements.

The Municipality is in operation and s sull picking up gradually to reach its potential.
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10.

1

6.

Environmental And Sustainability Reporting

Sustainability strategy and profile

The municipahity of Kakamega works with stakeholders within the county to undertake

climate sustainability programs as below.

1) The municipality liaises with the County Forest Office to increase forest arca to at
least 10% of arable land or more.

To also fence and rehabilitate key natural forest (e.g., Kakamega Forest, riparian zones) to

reduce deforestation rates.

2) To haise with KACWASCO to ensure that 100% of households have reliable access to
piped or treated water.

To solarise or use renewable energy for water pumping/treatment plants.

To collect, convey, and treat wastewater generated within municipality.

3) Through the supervision of cleaning corpanics to make sure that the municipality is

totally clean.

4) To enforce environmental by-laws on waste disposal, air / noise poilution and land use.

5) Through practical Action to improve solid waste collection, sorting and disposal system

to minimize pollution.

Encourage recycling, composting, and waste-to-energy solutions.

6) Through the support of World Bank to install air quality monitoring devices within

municipality.

7) Through the County Public Service and Administration Department, establish carly

warning systems for floods, droughts. storms, and enforce land-use zoning to discoura

risky development.

o
j

Objectives of Climate Change Action Within Kakamega Municipality

Through the department of Agriculture, we have supported and encouraged farmers to
adopt climate-smart agriculture practices such as drought-resistant crops.

Through the support of Equity Bank Kakamega branch with tree seedlings, we have
promoted urban greening including tree planting in schools, Shire slaughterhouse
Cemetery, public spaces, and in streets to regulate temperature and improve air quality.
Through the support of Practical Action who have as a department, we have fostered
community-led initiatives like tree planting and clean-up campaigns.

We have protected and restored ecosystems such as Kakamega forest, River Isiukhu, and
wetlands that provide climate-regulating services.

Through community engagement, we have engaged youth groups (MMUST environment
club and Ikolomani youth group) in a tree planting exercise.

The department has liaised with the county Public Service and Administration department
to enhance disaster risk reduction and early warning svstems for floods, droughts, and
other climate-induced disasters.
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The principal activities of Kakamega municipality are as follows:
e Garbage and waste managent.
o Street development and maintenance
o - Collection ot Revenue
o [ssuance of Rates Clearance Certificate
« Issuance of Single Business Permits
« Building Inspection
« Recommendation for approval of Building Plans
« Supervision of Infrastructure Development and Maintenance
« Issuance of Registration Certificate to Groups, CBOs
e Organizaton and coordination of public participation
e Policy Formulation and Governance

I. Environmeintal performance

This is the mother law of all environmental aspects in the Country. From 1t, there are regulations
that have been developed including Wetlands Regulations, Environmental Regulations (EIA/EA),
Water Quality Regulations, Controlled Substances, Biodiversity Regulations, Air Quality
Regulations, Waste Management Regulations and Noise Regulations. These regulations regulate the
various environmental aspects.
The act talks of having a County Environment Action Plan developed which should be adopted by
the County Assembly. The purpose of environmental action plans is to co-ordinate and harmonize
the environmental policies, plans, programmes and decisions of the national and county
governments, as the case may be, in order to-
i.  minimize the duplication of procedures and functions; and promote consistency in
the exercise of functions that may aftect the environment;
1. secure the protection of the environment across the country; and
iii.  Precvent unreasonable actions by any person, state organ or public Munjcipality in
respect of the environment that are prejudicial to the economic or health interests of
other counties or the country.

In section 147A, EMCA gives counties the powers to make legislation in respect of all such matters
as are necessary or desirable that are required or permitted under the Constitution and EMCA.
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e National Environment Policy, 2013

This policy touches on various aspects including:
Public participation

A coordinated and participatory approach to environmental protection and management will be

enhanced to ensure that the relevant government agencies, cousty governments private sector, civil

society and communities are involved in planning, niipicmentation and decision-making processes.
- Climate Change

Strengthen capacity for national and county level institutions to support national climate resilience,
low carbon development through integrating clunate change into implementation strategies.
- Environmental Monitoring and assessment

Ensure periodic reporting on county and national status of environment.
- Institutional Arrangement

Streamline and strengthen the capacity of environmental institutions at the national and county levels
so as to make them more effective and participatory.

The policy also requires that environmental concerns are integrated in all policy, planning and
development processes, through strengthening the capacity of environmental institutions at the
county tevels 5o as to make them more effective in ensuring compliance and enforcement.

¢ (ounty Environmental Management Act, 2019

It has a number provisions relating to air pollution. noise pollution, public nuisances and waste
management. These are key aspects that environmental performance should look at.
¢ Draft County Climate Change Policy, 2020

Once enacted, this policy will be key in monitoring. evajuating and reporting climate change
adaption and mitigation stratcgies.
The County’s successes include development of a nuniber of legislations to guide environmental
performance such as Environmental Management Ace. 2019 and County Water Act 2019. Through
the Environmental Management Act, 2019, the County has been able to resolve a number of
complaints ranging from noise pollution, solid waste pollution. and waste water management just to
mention a few. Other draft legislation that are crucial include County Natural Resources
Management Bill, Climate Change Bill and Climate Change Policy.
Sonme of the shortcomings include:
- Inadequate awareness of the public on the significance ot complving with environmental and
social safeguards in implementing development projects.
- Extra costs get incurred for stalled and delayed projects and resolving issues that could have
been prevented when County projects comply with social and environmental safeguards.

There is a revised draft National Sustainable Waste Management Policy which 1s a waste
management policy for the country. The national policy:

- amms at transitioning the waste sector in every county awiy from low collection rates, illegal
dumping and uncontrolled dumpsites o aftordable waste collection, recyceling and
composting, and minimize waste tractions that are finally disposed to a well-engineered and
regulated landfill.
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- supports the creation of the planning, finance, technical and governance capacities that
county governments need to effectively deliver on their mandate under the Constitution of
Kenya 2010, to be the lead actors in delivering sustainable waste management services; by
providing an enabling policy and regulatory environment to facilitate the counties to
effectively deliver waste management services including, facilitating inter-county
cooperation under the metropolis approach, financial incentives, research, Some of the
efforts to reduce environmental impact of the county’s products include:

- Provision of a dumpsite to dump the solid waste emerging from the municipal area of the
County. The dumpsite is well maintained to ensure there is a conducive living environment
for the surrounding community.

- Promotion of 3R principle (refuse, reduce and recycle) among the county residents to ensure
minimum waste i1s generated.

- Plans to incorporate a private investor in developing a county landfill.

2. Employee welfare

The County Government of Kakamega is guided by the following policies on human capital
management;
i.  Constitution of Kenya (2010).
ti.  County Human Resource Policy.
ii. County Government Act (2012).

During recruitment, the County ensure that stakeholders/relevant departiments are involved by
providing their staft needs guided by their staff establishment/organization structure. These staft
needs from all departments are consolidated by public service and Administration department and
forwarded as the County staff needs to the County Public Service Board (CPSB) for recruitment.
The board ensures that it sticks not only to the gender rule during hiring process but also considers
regional balance as required by law.
In order to improve the staff skills, manage careers, appraisal and reward systems, the County
ensured that all the statt in the county fill PAS forms and all departments sign annual performance
contracts. The best performing department is always awarded the 13" salary as motivation and this
is done annually. The County also ensures continuous and systematic upgrading of county stafT skills
through training and capacity building based on identified gaps.
Considering the policy on safety and compliance with Occupational Safety and Health Act 2007
(OSHA). the County ensured that all offices have been installed with fire extinguishers, have fire
assembly points, have indicative directions to all offices and adhere to Work Injury Benefits Act
(WIBA) by compensating employees who get injured while on duty

3. Market place practices

a) Responsible competition practice.

i.  Conducted an awareness programme to inform consumers on their rights and obligations.
This safeguards them against exploitation by traudulent traders.

ii.  Inspects and investigates consumer complaints with intention to promote fair trade

competition
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1.

Instituted legal proceedings arising from consumer rights complaints to remedy the
aggricved partics
Montiors trade description appiied on goods and scrvices to ensure they are accurate fo

ciable consumers makc mtormed decisions.

b) Responsible Supply chain and supplicr relations-

Using appropriate procurement methods that ensure equity and transparency.

- Use of standard tender documents as guided by Public Procurement Regulatory Authority.

-Supplier development program sensitization and training for special groups.

-Debriefing of unsuccesstul bidders to enhance competitiveness and transparency.

- Reporting of contracts awards to relevant authorities and general public

- Procurement based on approved budget and procurement plan.

(i)

Treating Suppliers Responsibility by honoring Contract

-Formation of Contract Implementation teams for complex projects to monitor projects.

- Consuliations and negotiations with suppliers before contract signing especiallv for complex

projects.

(ii)

Respecting Pavment Practice

-Formation of adhoc Inspection & acceptance Committee to expedite receiving of goods /accepting

work to facilitate payment

- Ensuring supporting documents for payment are available on payment vouchers.

- Ensuring necessary approvals are done before paymen:

The County Government has undertaken public sensitization and awareness as a key
pillar in promotion of fair competition. This has empowered the citizen in decision
making as first ine of consumer protection. The empowermeiit has promoted responsible
political involvement in promotion of fair-trade competition; it is winning political good
will to reduce public outery during enforcement of fair-tiade practices regulations

The County advocates the use of approved, uniform and accurate weighing and
measuring standards for trade transactions in order to eliminate unfair trade competition.

Traders in the county are encouraged to patent their intellectual rights in order to safe
guard their innovation against unfair competition through counterfeiting.

I'he County Government has undertaken public sensitization and awareness as a key
pillar in promotion of fair competition. This has empowered the citizen in decision
making as first line of consumer protection. The empowerment has promoted responsible
political involvement in promotion of fair-trade competition. It is actually winning
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political good will, in order o reduce public outery during enforcement of fair-trade

practices regulations.

¢) Responsible marketing and advertisement or Responsible engagement with
the citizens
L. Conducted an awareness proeramme to inform consumers on their rights
and obligations. This safeguards them against expioitation by fraudulent traders.
i. Inspects and investigates consumer complaints with intention to promote
fair trade competition
i, Instituted legal proceedings arising from consumer rights complaints to
remedy the aggrieved parties.
Iv. Monitors trade description applied on goods and services to ensure they are
accurate to enable consumers make informed decisions.
V. Maintains a complaints registers, a suggestion boxes and a customer care
desk where issues of anti-corruption are handled.
VI Put in place Anti-corruption posters and complies with procurement
regulations in all its activities

d) Product stewardship or Awareness creation

Product Stewardship and Avarceness Creation in Safeguarding Consumer and Citizen
Rights: The Case of Kakamega Municipality

Introduction

Product stewardship and awareness creation are central to protecting consumers and citizens from
exploitation, unsafe practices, or violation of their rights. [n Kenya, these principles are enshrined
in the Constitution of Kenya, 2010, the Consumer Protection Act, 2012, and the Data
Protection Act, 2019, among others. Kakamega Municipality is expected to implement measures
that ensure public health and safety. transparcney of intormation, dispute resolution, and respect
for citizen rights.

i). Protection of Health and Safety
Kakamega Municipality plays a critical role in ensuring that products and services within its
jurisdiction meet safety standards.

o Food safety: The Municipaltity’s Pubiic Health Departiment inspects hotels, butcheries, and
food vendors in Kakamega town to prevent the sale of contaminated or expired tood. For
example, during festive scasons, health officers conduct random checks in markets such as
Kambi Somali to ensure meat and vegetables sold are safe.

e Slaughterhouse management: Veterinary officers inspected the animals before and after
slaughter to guarantee the safety of meat supplied to consumers. Slaughterhouse attendants
have also been trained on how to handle meat from the time of slaughtering animals to the

time the meat exits the facility
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ii). Provision of Adequate Product and Service Information
For consumers and citizens to make informed choices, adequate information 1s key.
« Business licensing: Kakamega Municipaliiy ensures traders are provided with information
on how to apply tor trade licerses and single business permits. Foi inswnce, this

information is well captured in the municipality service chatter

¢ Public service awareness: ihc Municipality cetiaharates with county agencics such thic
Kakamega County Revenue Agency to conduct awareness campaigns in bus parks,
markets, and boda boda stages on registration and benetits of paying taxes and acquiring

necessary business licenses

¢ Road works: In partnership with Kenva Urban Roads Authority (KURA), the
Municipality informed residents of ongoine road repairs and diversions through public

notices and community barazas 1o minimize Inconv.-isence.

iii). Dispute Resolution and Redress Mechanisms
Disputes between service providers, traders, and consumers are inevitable, and k.akamega
Municipality has taken steps to provide platforms for resolution.
+  Municipal Complaints Desk: Citizens can lodge complaints about untair market levies,
harassment by revenue officers, or poor service delivery directly i the Municipal

Manager’s ofTice.

« Alternative Dispute Resolution (ADR): 'he Municipality sometimes facilitates mediation
between disputing traders within the municipality on a myriad of issues.

« Consumer protection bodies: When unfair trade practices are reported, the Municipality
can escalate matters to the relevant county departments or the County (Ombudsman).

iv). Consumer and Citizen Data Privacy Protection
With the rise of digitization, citizen data protection is crucial.

« Revenue collection systems: Kakamega Municipaiiiy uses digiial systems for parking
fees, husiness permits, and property rates collection. Safeguards are in place to prevent
misuse of personal information such as 1D numbers, phone contacts, and vehicle detaislS.
Safeguarding Broader Citizen Rights and Interests

e Adequate Service Information
The Municipality, in partnership with utilities such as Kakamega Water and Sanitation
Company (KACWASCO), conducts awareness sessions in estates like Amalemba, Sichirai, and
Lurambi on water connections. Clear guidelines help residents know application procedures,
connection costs, and grievance channels.

¢ Right to Representation and Fair Treatment
Kakamega Municipality collaborates with the National Police Service to ensure that suspects
arrested within the Municipality are informed of their rights to legal representation and bail as per
Article 49 of the Constitution.
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Conclusion

Kakamega Municipality demonstrates product stewardship and awareness creation by ensuring
public healtl and safety. providing adcguate product and service information, protecting consumet
data, and sateguarding citizen rights. Through paitnerships with national agencies (SHA, NSSFE,
KURA, KEBS), investors, and civil society organizations, the Municipality continues to promote
accountability, transparency, and fairness.

T'his cnsures that both consumers and citizens within Kakanegae are empowered, protected, and
able to participate meaningtully in governance and economic hte.

4. Corporate Social Responsibility /Community Engagements

The County Government of Kakamega engages with the community in a structured way
through the administrative arm called Community Area Administrators™ Oftice (CAALS).
This 1s a representation of the Governor's Office at the community level. There is
collaboration between the two levels of Governments which helps the County to understand
issues affecting its residents” livelihoods and discuss how well to address them. Further, the
County ensures that all disaster’ emergency cases in the county have proper interventions.

The County also provides support to the vulnerable and its citizens through various programs
like shelter improvement, donations during Governors Christmas tree celebrations, public
participation, sporting activities. muasic and cultural festivais and construction ot gender-
based violence rescuie cenire.

11.  Report of the Municipality Board Members

The Board Members submit their report together with the audited financial statemenis for the vear
ended June 30, 2025 which show the state of the Kakamega Municipality affairs.

Principal activities
The principal activities of the Municipality are as follows: -
« Collection of Revenue
e Issuance of Rates Clearance Certificate
e Issuance of Single Business Fermuts
o Buiiding Inspection
« Recommendation for approval of Building Plans
« Supervision of Infrastructure Development and Maintenance
e Organization and coordination of public participation
o Policy Formulation and Governance
« Garbage and waste management.
« Street development and maintenance

Performance

The performance of the Municipality for the year ended June 30, 2025 are set out on page -5
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Board Members
The members of the Board! who served during the vear are shown on page vii to xi. There were
no changes in the Boord dung the francial vear under review.
Auditors
The Auditor General is respoic.ible o the statutory audit »F the Municipality in accordance wilh

Article 229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Name: VIOLET OFISI

Secretary of the Board
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12.  Statement of Management’s Responsibilities
Scetion 180 of the Public Finance Management Act, 2012 requires that, at the end of each financial
vear, the Accounting Officer of the City/ Municipality estabhshed by Urban Areas and Cities Act
No. 13 of 2011 shall prepare financial statements in accordance with the standards and formats
preseribed by the Public Secior Accounting Standards Boaid.
The Municipality manager is responsible for the preparation and presentation of the Municipality’s
financial statements, which give a true and fair view of the state of aftairs of the Municipality for and
as at the end of the financial year ended on June 30, 2025, This responsibility includes: (1)maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period. (1) maintaming proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the City/Municipality, (i1)Designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation ot the
financial statements, and ensuring that they are free from material misstatements, whether due to error
or fraud, (iv)Safeguarding the assets of the Municipalitv, (v)Selecting and applying appropriate
accounting policies, and (vi)Making accounting estimates that are reasonable in the circumstances.
The Municipality Manager accepts responsibility for the financial statements. wiuch have been
prepared using appropriate accounting policies supported by reasonable and prudeni judgments and
estimates, in conformity with international Public Sector Accounting Standards (IPSAS ), and in the
manner required by the PFM Act, 2012 and !'rban Areas and Cities Act No. 13 of 2011, The
Municipality Manager is of the opinion that the financial statements give a true and fair view of the
state of Municipality’s transactions during the financial year ended June 30, 2025, and the financial
position as at that date.
The Municipality Manager further confirms the completeness of the accounting records which have
been relied upon in the preparation of financial statements as well as the adequacy of the systems of
internal financial control.

In preparing the financial statements, the Directors have assessed the Fund’s ability to continue
as a going concern. Nothing has come to the attention of the Municipality Manager to indicate that
the Municipality will not remain a going concern for at least the next twelve months from the date of

this statement.

XXX



County Government of Kakamega
Kakamega Municipality

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

Approval of the financial statements

The Municipality finaccial statenents were approved by the Board on

.2 ‘ x;’,'/ 20235 and signed
. - |
on its behalt by

Name: Name:
Chairperson of the Board Accounting officer of the Board
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REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers
Monrovia Street

OFFICE OF THE AUDITOR-GENERAL

Telephone: +254-(20) 3214000 I
E-mail: info@oagkenya.go.ke I
ebsite: www.oagkenya.go.ke

P.O. Box 30084-00100

NAIROBI
REPORT OF THE AUDITOR-GENERAL ON KAKAMEGA MUNICIPALITY FOR THE
YEAR ENDED 30 JUNE, 2025

REPUBLIC OF KENYA I

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.

An Unmodified Opinion is issued when the Auditor-General concludes that 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
Opinion

| have audited the accompanying financial statements of Kakamega Municipality set out
on pages 1 to 47, 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 and a summary of significant accounting policies and other
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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.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Kakamega Municipality Management in
accordance with ISSAlI 130 on the Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAlI 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 opinion.

Emphasis of Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
of Kshs.100,334,945 and actual on comparable basis of Kshs.76,783,313 resulting to a
budget under-funding of Kshs.23,551,632 representing 23% of the budget. Similarly, the
Municipality spent Kshs.76,789,812 against final expenditure budget of
Kshs.100,334,945 resulting to under expenditure of Kshs.23,545,133 or 23% of the
budget.

The under-funding and under-absorption affected the planned activities and may have
impacted negatively on service delivery to the public.

2. Non-Collection of Own Generated Revenue

As previously reported, the statement of financial performance indicates that the
Municipality was financed solely through revenue allocated by the County Government,
contrary to Clause 7.1.1 (d) of the Municipal Charter for Kakamega Municipality dated
16 August, 2019 that requires the Municipality to retain a portion of revenue collected
for purpose of defraying its costs in providing services as anchored on Section 172(a)
of the Public Finance Management Act, 2012. Further, conferment of municipal status
may have been made without satisfying criterion of demonstrable revenue collection or
revenue collection potential, contrary to Section 9 (3)(c) of the Urban Areas and Cities
Act, 2011.

In the circumstances, the Municipality may not achieve its objectives and goals as
outlined in the Charter.

My Opinion is not modified in respect of these matters.
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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. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year Matters

In the previous year audit report, several issues were raised under Report on the financial
statements, Emphasis of Matter, Report on Lawfulness and Effectiveness in Use of Public
Resources and the Report on Effectiveness of Internal Controls, Risk Management and
Governance, as detailed in Appendix 1. The Management has indicated under the
progress on follow up of auditor's recommendations section of the financial statements
that some issues have been resolved and others have not been resolved. However, no
evidence was provided for audit review indicating that the issues were resolved and no
explanation was provided for the delay in resolving the other issues.

In the circumstances, the issues remain unresolved.

Other Information

The Management is responsible for the Other Information set out on page iii to xxxi which
comprise of Key Entity Information and Management, Municipality Board, Key
Management Team, Municipality Board Chairperson’s Report, Report of the Municipality
Manager, Statement of Performance Against Predetermined Objectives, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Municipality Board Members, Statement of
Management’'s Responsibilities. The Other Information does not include the financial
statements and my audit report thereon.

In connection with my audit on the Municipality’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 | 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
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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

g Wasteful Expenditure on Cleaning and Garbage Collection

The statement of financial performance and as detailed in Note 7 to the financial
statements reflect use of goods and services totaling to Kshs.105,311,170 which
includes outsourced contracted professional services in respect to cleaning and
garbage collection totaling to Kshs.96,765,088 which further includes an amount of
Kshs.61,226,964 being payments to various contractors.

However, the Municipality owns a refuse truck Registration Number 37CG204A
manufactured in 2020 purchased for Kshs.16,800,000 which is in working condition as
recorded in its fixed assets register. The refuse truck remained idle for most parts of the
year save for few occasions when it was hired. There were no explanations for
outsourcing the services allocated for the refuse truck.

In the circumstances, value for money used to purchase the truck may not be realized if
it is not optimally used.

2 Stalled Sichirai Market Construction Project

The annual report and financial statements on page xx in respect of management
discussion and analysis indicates that the Municipality had an ongoing project for Sichirai
market. Review of contract documents revealed that Sichirai market and access road
construction project was initiated in 2021 with a scheduled completion period of twelve
(12) months.

The initial contract amount was Kshs.178,111,050.44, which was later increased by
Kshs.5,333,486.47 due to contract variations, bringing the total to Kshs.183,444,536.91.
Despite the contractor receiving the full contract amount, including retention funds of
Kshs.17,662,660.09, the project remains incomplete and non-operational.

Following site visit on 3 September, 2025 structural issues which included damp walls
with peeling paint, vandalized electrical wiring, incomplete toilet facilities, and open
manholes that pose significant safety risks were observed. The facility has not been
commissioned for public use and continues to deteriorate, making it vulnerable to further
damage and requiring additional resources to restore functionality. A snag list dated 7
March, 2025 confirmed multiple outstanding items that need to be addressed for the
project to meet its intended objectives.

In the circumstances, the public did not get the value for money spent on the project
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3. Lack of Operational Autonomy of The Municipality

The Kakamega Municipality was granted Municipal Charter on 16 February, 2019 which
was supposed to grant operational independence from the County Government of
Kakamega. However, review of the operations of the Municipality and as reported
previously, revealed lack of autonomy contrary to Section 9(1) and Section 12(1) of the
Urban Areas and Cities Act, 2011 as detailed below:

I.  The Municipality’s budget was prepared and controlled by the County Executive
and there was no budget approval by the Municipality Board.

II.  Except for the project accounts with joint signatories from the County Executive,
the Municipality's expenditure was controlled by the County Executive and did not
have independent operations account as evidenced by Note 6 to the financial
statements which reflects payments by County made on behalf of the Municipality
totaling Kshs.70,783,313.

[ll.  The County Government has continued to perform a number of functions which
were transferred to the Municipality.

In the circumstances, Management was in breach of the law
4. Unmarked Parking Slots in Kakamega Municipality

Physical verification of the Kakamega town and verification of parking slots on 2
September, 2025, revealed that Kakamega town had no streets with designated or
marked parking slots. The total parking slots available could not be ascertained and
therefore the expected revenue from parking could not be determined. No explanation
was provided on how the County was collecting parking fees and what was collectable.
The basis for parking fees revenue estimates were therefore unrealistic.

Further, it was observed that in the absence of marked parking slots in the major towns
of Kakamega Municipality, vehicles, motor cycles and tuk-tuk were parked haphazardly
hence occupying large spaces which were not commensurate with the amounts paid.

In the circumstances, parking spaces within the Municipality were ineffectively utilized
and managed.

5.Non-Compliance with the Public Sector Accounting Standards Reporting
Requirements

Review of the annual report and financial statements revealed that the names of the
Chairperson of the Board and Accounting Officer of the Board are not indicated as
signatories of the statement of management’s responsibilities and approvers of the
financial statements.

Report of the Auditor-General on Kakamega Municipality for the year ended 30 June, 2025
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In the circumstances, the presentation and disclosure of the annual report and financial
statements does not comply with the reporting template prescribed by the Public Sector
Accounting Standards Board.

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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed, except for the effects of the matter described in the Basis for
Conclusion on the 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

Failure to Conduct Internal Audit

The audit revealed that no internal audit was conducted during the 2024/2025 financial
year. As a result, there was no internal oversight of the funds transferred from the County
Government and grants from donors. This indicates a significant lapse in internal controls
and weak financial oversight.

In the circumstances, in the absence of effective monitoring, misuse of resources may go
undetected.

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 the Municipality Board

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.

Report of the Auditor-General on Kakamega Municipality for the year ended 30 June, 2025
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In preparing the financial statements, Management is responsible for assessing the
Municipality’s ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable 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.

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.

The Municipality Board is responsible for overseeing the Municipality’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 ISSAls 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.

Report of the Auditor-General on Kakamega Municipality for the year ended 30 June, 2025
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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.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA Eancﬁggu, CBS

AUDITOR-GENERAL

Nairobi

8 December, 2025

Report of the Auditor-General on Kakamega Municipality for the year ended 30 June, 2025
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Appendices

Appendix 1: Unresolved Prior Year Audit Issues

Reference No. on the
Auditor-General’s
Report

Observation

Report on the Financial Statements

1

Unconfirmed Property, Plant and Equipment Balance

Unconfirmed Depreciation charge for the year and
Depreciation Policy

Inaccuracy in the Statement of Comparison of Budget
and Actual Amounts

Unconfirmed Transfers from County Government

oA

Anomalies in the Annual Report and Financial
Statements

Emphasis of Matter

N

Budgetary Control and Performance

Non-Collection of Own Generated Revenue

Report on Lawfulness and Effectiveness in Use of
Public Resources

—

Lack of Operational Autonomy of Kakamega Municipality

Operating Municipality without an Approved Budget

Report on the Effectiveness of Internal Controls, Risk
Management and Governance

Lack of Risk Management Policy Framework

Report of the Auditor-General on Kakamega Municipality for the year ended 30 June, 2025
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Kakamega Municipality
County Government of Kakamega

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

14. Statement of Financial Performance for The Year Ended 30 June 2025

| c\'enuc from non-.\‘cungi‘ 7
transa_ct_ions B . - o ]
Transfers from the ( ounly Gov Lmnnnl 6 76,783,315 90,819, 642
Total revenue 76,783,313 90,819,642
Expenditure
_Usé—o-fg;(-)ds and services 7 105,311,170 85,427,322
Staff costs 8 0 28,500
" Board cxpenses 9 1068080 | 2,038,781
[)cprecmtmn and amortization 10 22,269,531 7,660,850
Repairs and maintenance-civil works ¥ 2,870,756 | 3.327.629
Transfer to CRF - 12 ol 200 14
P’l}tal expenses _______;f_ 13_1,525537 98509, 19(j
L Other gains/losses i
| Gain/loss onEspmal of assets R 0! 0
| Surplus/(deﬁcn) for the period ' E§—4 7_36 ,824) (7,689,554)

The notes set out on pages 7 to 33 form an integr
financial statements were approved on 2.5

..........................................

Name: Violet Ofisi

Municipality Manager

part of these Financial Statements. The entity
2025 and signed by:

Name: CPA Lucas Paul Mwita
Head of Finance

ICPAK M/No 26377



County Government of Kakamega

Kakamega Municipality

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

15. Statement of Financial Position as at 30 June 2025

.sscts
Current assets - - .
Cash and cash equivalents 13 2,208 12,721,888
Total current assets 2,208 12,721,888
| Non-current assets R T - -
Property, plant, and equipment AI[ 14 296,068,393 305,624,744
Total Non-current Assets |L 296,068,393 305,624,744
Total assets (A) o 296,070,601 318,346,632 |
L |
I Liabilities |
Current liabilities '
Trade and other payables B | 15 32,460,794 13,994,856.40
| Total current liabilities L 32,460,794 13,994,85().4(_)__ B
Non-current liabilities o _‘l— ]
Social Benefits | 16 0 0
Total liabilities (B) —T 32,460,794 13,994,856.40
o . SN P S 1
Net Assets (A-B) T 263,605,807 304,351,775.6 _'
Represented by: !
Capital/Development Grants/Fund 22,194,559 22,194,559
Reserves 0 0
Accumulated surplus 241,415,248 282,157.216.6
Net Assets/Equity F | 263,609,807 _304.351,?75._6

The accounting policies and explanatory notes to these financial statements form an integral part of

the financial statements. The entity financial statements were approved on 28~

signed by:

rj

Name: Violet Ofisi
Municipality Manager

Date:

2025 and

Name: CPA Lucas Paul Mwita
Head of Finance
ICPAK M/No 26377

Date:
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Kakamega Municipality

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

[6. Statement of Changes in Net Assets for the Year Ended 30 June 2025

Bal as at 1 July 2023 0 0 303,841,627 303,841,627
Surplus/(deficit) for the vear 0 0 (7.689.554) (7,689,554)
Funds received durir;g the year 22.194.559 F» 0 22.194.559
Revaluation gain/loss 0 0
Creditors for cleaning scrvices (13,994 836.40) | (13,994,856.40)
Bal as at 30 Jun 2024 22,194,559 0 282,157,216.6 304,351,775.6
Bal as at 1 July 2024 22,194,559 0| 282,157,216.6  304,351,775.6
Prior year adjustment for 13.994 856 40 13.994 856.40

| Creditors for cleaning services paid S - 1 _ N o ]
Surplus‘{deficit) for the year | (54,730,824) (54,736,824 |
Funds received during the year 0 ' 0 0
Revaluation cain loss 0 o 0 0

| Balance as a. 30 June 2025 T 263,609,807

5 i £l b}
22,194,559 0 | 241415248




County Government of Kakamega
Kakamega Municipality
Annual Report and Financial Statements for the yvear ended June 30, 2025

17. Statement Of Cash Flows for The Year Ended 30 June 2025

A e
R
Receipts BB
Transfers from the County Government 6 76.783.313 90,819,642
Total Receipts 76,783.313 | 90,819,642
Payvments :
Use of goods and services 7 (a) (72,850,376) |  (85,427.322)
Staff costs 8 0 ‘ (28,500)
Board expenses o 9 (1.068,686)_ ] (2,038,78-1)77 7
Transter to CRF 12 0 (20,114)
Repair and maintenance 11 (2,870,756) (3,327,629)
Total Pavments (76,789,812) (90,842,346)
Net cash flows from operating activities | 17 (6,499) i (22,704) B
' Cash flows from investing activines |
Purchase of PPE & intangible assets 14 (12,713,181) (24,151,304)
Net cash flows used in inves—ti_ng activities (12,713,181) (24,151:3&-)_
Cash flows from financing activities -
Receipts from Capital grants - 0 22,194,559 |
Net cash flows used in financing activities ' 0 22,194559 |
Net increase/(decrease) in cash & cash B (12,719,680) (1,979,449)
equivalents
Cash And Cash Equivalents At | July o 13 12,721,888 14,701,337
Cash And Cash Equivalents At 30 June 13 2,208 12,721,888




i\'akanwgu Municipality

County Government of Kakamega

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

18. Statement of Comparison of Budget & Actual Amounts for the Year ended 30 June 2025

d

a b c(c-d) ‘
- Receipts ;
| TGS T 6 SRl 90.802.460 | (1,877,000) | 88525460 | 76,783,313 12,142,147 |
Government-Recurrent 4
Public contributions and B 0] 1
. 0 0 0 0
donations - o - - | I
T‘mnslcrs from the County 20.000.000 (8.590.515) [ 1,409,485 0 (11.409.45) i
. Government-Development
Total Receipts 110.802.460  (10,467,515) | 100.334,945 76,783,313 23,551,632 |
- Pavments ' _ﬂ
" Use of goods and services 88.802.460 | (1,877.000) | 86925460 | 72.850.376 14075064 | &
" Board expenses 2.000,000 0 2,000,000 1.068.,680 931320 | ¢
Staff Costs 0 0 0 0 0
Finance costs 0 0 #T—g 0 0 0 T
‘ Maintenance of civil works 20,000,000 (XXS‘)(),—SiS) 11,409,485 2,870,756 8.538_72‘)
Total expenditure Payments 110,802,460 | (10.467,515) | 100,334,945 | 76.789.812 23,545,133 | 76%
Capital Expenditure 12,718,221 0 12,718,228 12,713,181 5,047
" Surplus for the period ' -  (12.719.680) !

e




| - T

(661"9) “ SMO[J 4se)) JO uawrels ayl 1ad seuaeanbg yse)) pur yse) fuisop) |
(RigrLen _ 20UPULIOIAd [RIDURUIL [0 1UAUIDIRIS AU Ul PASIUF0d21 1ou amnnpuadxa jende)
089°61L°T1 108png jo wawareis oy aad se sjunowry snjding [enioy

UONEIU0IAY 195png

SO FEC 001 SYUSH

010G+ COR'01 [ 'SYSY WO} UOTIEIO[[R NUIAAL UT UONINPAL 01 pajnsal ey 1a3png Areuawajddns o1 anp padueyd 128pnq [entut ay |

, "“FUIPUNJ JO 22INOS UTRLW DY) SI L SR AInseal] a)

wedy H.u:_au._uxu UL UDLIASINGSIP 21| pur AR[Ap Aq AJ1E2IF paIngLiuod aiam uondiosqe 1opun pur 193pnq Jo dadurvuLiopadiopun ay |

sajou 1a3png

SZGT C0E AUNE PAIPUI JBIA ) 10) SIUIWNVIS [eldURUL] pue Jaoday [enuuy
Arnedoiungy edaweyey|
AT Y JO JUIWILIIA0Y) AJUno))



County Government of Kakamega
Kakamega Municipality
Annual Report and Financial Statements for the vear ended June 30, 2025

19. Notes to the Financial Statements

I. General Information
Kakamega Municipaiity is, e~tabliched by and -derives sis authority and accountability from

Urban Arcas and cities Act 201 1. The Municipality s under the Kakamega County Government
and is domiciled in Kenya.

The municipality’s principal activity is Collection of Revenue, Issuance of Rates Clearance
Certificate, Issuance of Single Business Permits, Building Inspection, Recommendation
for approval of Building Plans, Supervision of Infrastructure Devclopment and Maintenance,
Issuance of Registration Certificate to Groups, CBOs, Organization and coordination of public
participation and Policy Formulation and Governance.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except tor the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable sceuritics and fmancial instruments at tair value, impairod assets at their estimated
recoverable amounts, and actuanally determined habilitics at their present value. The
preparation of financial statements in conformity with International Public Sector Accounting
Standards (IPSAS) allows the use of estimates and assumptions. It alse requires mianagement
to exercise judgment in the process of applying the Municipality accounting policies. The arcas
involving a higher degree of judgment or complexity, or where assumptions and estimates are

significant to the financial statements, are disclosed in Note 5 of these financial statcments.

The financial statements have been prepared and presented in Kenva Shillings, which is the

functional and reporting currency of the entty.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act (include any other applicable legislation), and International Public Sector
Accounting Standards (IPSAS). The accounting policies adopted have been consistently

applied to all the years presenied.
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3. Application of New and revised standards (IPSAS)
(When an [PSAS becomes effective on 1M January 2025, it is applicable in Kenya from 1™ July

2025)
i, *New and amended standards and interpretaiions ur issue effective in the year
ended 30 June 2025. |
There were no new and arnended standard s 1ssued in the financial year.

ii. ~ New and amended standards and interpretations in issue but not vet effective in

the vear ended 30 June 2025.

[PSAS 43: Applicable I’ January 2025
Leases The standard scts 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 an Entity.

Fhe new standird requires entities (o iccognise, measure and present

information on right of use assets and lease liabilities.

IPSAS 44: Applicable 1™ Jaﬁuary 2025

Non- Current The Standard requires,

Assets Held for  [Assets that meet the criteria to be classitied as held for sale to be measured af
Saie and the lower of carrying amount and fair value less costs to sell and the
Discontinued depreciation of such assets to cease and:

Operations Assets that meet the criteria to be classified as held for sale to be presented

scparately in the statement of financial position and the results of
discontinued operations to be presented separately in the statement of
financial performance.

IPSAS 45: Applicable 1* January 2025

Property Plant  [The standard supersedes IPSAS 17 on Property, Plant and Equipment.

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
satisty 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. Thg
standard has clarified existing principles ¢.g. valuation of land over or under

the infrastructure assets, under- maintenance of assets and distinguishing

significant parts of infrastructure asscts.
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[PSAS 46:
Measurcment

Applicable I January 2025

I'he objective of this standard was to improve measurement guidance across

IPSAS by:
Providing further detatled cutdance on the implementation off
commonly used micasiicinent bases and the circumstances under
which thev should be nsed

1" Clarifying transaction costs guiduance to enhance consistency across
[PSAS.

. 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.

IPSAS 47:
Revenue

Applicable 1* January 2026

[This standard supersedes IPSAS 9- Revenue from exchange transactions,
IPSAS 11 Construction contracts and [PSAS 23 Revenue from non-
exchange transactions. This standard brings all the guidance of accounting
for revenue under one standard. The objective of the standard 1s to establish
the principlics that an entity shall apply to report useful information to uscrs
of financial statements about the nature, amount, timing and uncertainty of

revenue and cash tlow arising from revenue transactions

IPSAS 48:
Transfer
Expenses

Applicable 1°' January 2026

The objective of the standard is to establish the principles that a ransfer
provider shall apply to report usetul information to users of financial
statements about the nature, amount, timing and uncertainty of expenses and
cash flow arnsing trom transfer expense transactions. This 1s 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 15 to preseribe the accounting and reportinig requirements for
the public sector retirement benefit plans which provide retirement to public
sector employees and other cligible participants. The standard scts the
financial statements that should be presented by a retirement benefit plan.

IPSAS 50:
Exploration For
& Evaluation of
Mineral

Resources

Applicable 1* January 2027

'The objective of this Standard 1s to specify the financial reporting for the
exploration for and evaluation of mineral resources. The Standard requires:
i, Limited improvements to existing accounting practices for

exploration and evaluation expenditures.

9
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i, Enutes that recognize exploration and cvaluation assets to assess
such assets for impairment i accordance with this Standard and
measure any impairment in accordance with IPSAS 26.

i, Dhisclosures that identify and expiain the amounts in the enuty’s
itnancial statements ansing from the exploration for and cvaluation
of mineral resources and help users of those financial statements
understand the amount, iming and certainty oi tuture cash flows

from any cxploration and evaluation asscts recognized.

iii.  Early adoption of standards
The Entity did not early — adopt any new or amended standards in the tinancial year.

4. Significant Accounting Policies

a) Revenue recognition

1) Revenue from non-exchange transactions

Transfers from other government eatities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services, and property) if
the transfer is free from conditions and 1t 1s probable that the economic benefits or service
potential related to the asset will flow to the Entity and can be measured reliably. To the extent
that there is a related condition attached that would give rise 1o a hability to repay the amount,
the amount is recorded in the statement ot financial position and realised in the statement of
financial performance over the useful life of the asscts that have been acquired using such

funds.

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 for cach period.

10
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b) Budget information

The original budget for FY 2024/25 was approved by the County Assembly on 28" June 2024,

Subsequent revisions or add:tional appropiiations were made to the approved budget in
PPV Pi =
accordance with specitic approvals from the appropriate authorities.  The additional

appropriations are added to the original budeet by the Municipality upon receiving the

respective approvals in order to conclude the final budget.

The Municipality’s budget is prepared on a different basis to the actual income and expenditure
disclosed 1n the financial statements. 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 i the financial

statements were recast trom the accrual basis to the cash basis and reclassified by presentation
to be on the same basis as the epproved budget. A comparison of budget and actual amounts,
prepared on a comparable basis o the approved budget, is then presented in the statement of
comparison ol budge! and actual amounts. A statement to reconctie 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 Cashtlows has been presented under scction xxx of these

financial statements.

¢) 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 reguired to be replaced
at intervals, the Municipality recoenizes such parts as individual assets with specific useful
lives and depreciates them accordingly. Likewise, when a major inspection is performed, s
cost is recognized in the carrying amount of the plant and cquipment as a replacement if the
recognition criteria are satistied. 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 assct 1s initially measured at its fair value.
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d) Intangible assets

Intangible asscts acquired separately are initially recognized at cost. The cost of intangible
assets acquired in 2 non-exchange transaction is their tarr valuac at the date of the exchange..
Following 1nitial recognition, intangible assets are carried at cost. less any accumulated
amortization and accusnulated impairment losses. Inicrnally generawed intangible assets,
excluding capitahized development costs. are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure 1s incurred. The usetul life of the

intangible assets 1s assessed as either finite or indefinite.

I2) Biological Assets

The entity recognizes biological assets when it controls the assets due (o past events, it is
probable that future cconomic benetits associated with the asset will flow to the entity, and
when the fair value or cost of the asset can be measured reiiably. Biological assets are initially
and subsequently measured at fair value less costs to sell. cxeopt where fair value cannot be
rchiably determined. In such cases, the asset s mecasured at its cost less accumulated
depreciation and any accumulated impairment losses. Changes in fair value less costs to sell
are recognized in surplus/deficit in the period in which they occur.

1. Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and
financial habilities, introduces new rules for hedge accountng and a new impairment model
for financial assets. Kakamega municipality does not have any hedge relationships and
therefore the new hedge accounting rules have no impact on the Company’s financial
statements.

A financial instrument is any contract that gives rise 1o a tfinancial asset ot one entity and a
financial hability or equity instrument of another entity. At inttal recognition, the entity
measures a financial asset or financial lability at its fair value plus or minus, in the case of a
financial assct or financial hability not at fair value through surplus or deficit, transaction costs
that arce directly attributable to the acquisition or issuc of the financial asset or financial hability.
Financial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value

through net assets’ equity or fair value through surplus and deficit on the basis of both the
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cntity’s management model for financial asscts and the contractual cash flow characteristics of
the financial asset. A financial assct is measured at amortized cost when the financial asset 1s
held within a management model whosc objective is to hold financial assets in order to collecs
contractual cash flows and the contractual terms of the financial asset give rise on specitied
dates to cash flows that arc solely payments of principal and interest on the principal
outstanding. A financial assct 1s measured at fair value through net assets/ equity 1t 1t 1s 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 assct 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 entity has madc irrevocable clection at initial recognition for particular investmerits in cquity

instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classities 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.

Amortized cost

Financial assets that arc held for collection of contractual cash flows where those cash tlows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that
is subsequently measured at amortized cost and 1s not part of a hedging relationship 1s
recognized i profit or loss when the asset is de-recognized or impaired. Interest income from

these financial assets i1s included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that arc held for collection of contractual cash flows and for selling the
financial asscts, 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 arc taken through net assets, except for the recognition of impairment gains or losscs.

interest revenue, and foreign exchange gains and lossces which are recognized in
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surplus/deficit. Interest income from these financial assets i1s included i finance income

using the effective interest rate method.

Fair value threugh suiplus or deficit

Financial assets that do not mect the criteria for amortized cost-or fair value through net assets/
cquity are measured at fair value through surplus or deficit. A business model where the entity
manages financial asscts with the objective of realizing cash flows through solely the sale of

the assets would result in a fair value through a surplus or deficit model.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. [rade and other receivables are assessed for impairment on a continuing basis. An
estimate 1s made of doubtful receivables based on a review of all outstanding amounts at the

year-end.

Impairment

The entity 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/cquity. The
entity rccugnizés a loss allowance for such losscs 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.

Financial liabilities
Classification
The enuty classifies its liabilities as subscquently mceasured at amortized cost except for

financial habihitics measured through profit or loss.

2. 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 tair value at the date of acquisition. Costs incurred in bringing cach product to its present
location and conditions are accounted for, as tollows:

aw materials: purchase cost using the weighted average cost methoc
Raw material I tusing th ghted averag t method
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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
COsLS.

After ininal recognition, mventory 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
nominal charge, that class ot inventory 1s 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 Municipality.

3. Provisions

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

4. Social Benefits

Sacial benefits are cash transters provided to 1) specitic individuals and/or houscholds that meet
the eligibility criteria, i1) miticate the effects of social risks and 111) Address the needs of society
as a whole. The entity recognises a social benefit as an expense for the social benefits scheme
at the same time that it recogmises a licbility. The Liability for the social benefit schemne 1s
measured at the best estimate of the cost (the social benetit payments) that the entity will incur

in fulfilling the present obligations represented by the liability.

5. Contingent liabilities

The Municipality docs not recognize a contingent hiabihity but discloses details of any
contingencies in the notes to the financial statements unless the possibility of an outflow of

resources embodying economic benefits or service potential 1s remote.
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6. Contingent assets

The Municipality does not recognize a contingent assct but discloses details of a possible asset
whose existeice is contingent on e aceurrence or non-occurrence of onc-or more unicertam
future events not wholly within the control of the Municipality in the notes o the financial
statements. Contingent asscis are assessed continually to ensure that developments are
appropriately retflected in the financial statements. If it has become virtually certain that an
intflow of economic benetits or service potential will arise and the asset’s value can be measured
rcliably, the asset and the related revenue are recognized in the financial statements of the

period in which the change occurs

7. Nature and purpose of reserves

The Municipality creates and maintains reserves in terms  of  specific  requirements.

/Municipality to state the reserves maintained and appropriate policies adopted

8. Changes in accounting policies and cstimates

The Municipality recognizes the effects of charges in accounting policy retrospectively. The
effects of changes in accounting policy are applicd prospectively if retrospective application is

impractical.
9. Emplovee benefits — Retirement benefit plans

The Municipality provides retirement benefits for its employees and directors. Defined
contribution plans are post-employment benefit plans under which the Municipality pays fixed
contributions mto a scparate fund and will have no legal or constructive obligation to pay
further contributions if the Municipahity does not hold sufficient assets to pay all employee
benefits relating to employee service in the current and prior periods. The contributions to
scheme obligations for the payment of retirement benefits are charged against income in the
year in which they become payable. Defined benefit plans are post-cmployment benefit plans
other than defined-contribution plans. The defined benefits are actuarally valued tri-annually
on the projected unit credit method basis. Deticits 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.

16
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10.Foreign currency transactions

Transactions in foreign currencics are initially acconnted for at the ruling rate of exchange on
the date of the transaction At cach ceporting dae, foretgn currency monetary items at
translated using the closing rate. Non-monetary items measured in historical cost are translated
using the exchange rate at the date of the transacrtion. and those measured at fair vajue 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 ot monetary/non-
monetary items at rates different from those at which they were initially reported aie recognized

in surplus or deficit in the perod.

11.Borrowing costs

Borrowing costs arc capitalized against qualitving assets as part of property, plant and
cquipment. Such borrowing costs arc capitalized over the period during which the asset 1s being
acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction ot the assct s complete. Further borrowing costs are charged to the statement of

financial pertormance.,
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12.Related parties

The Munieipality regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercize significant influence over the Municipality, or vice versa
Members of key management are regarded as related partics and comprise the Board members,

the Municipality Managers and Municipality Accountant.

13. 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 various commercial banks at the end

of the financial year.

1. Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

2. Events after the reporting period

Events after the reporting date are those events, both favourable and unfavourable, that occur
between the reporting date and the date when the financial statemients are authorized for issuc.
Two types of events can be identified:

(a) Those that provide evidence of conditions that existed at the reporting date (adjusting
cvents after the reporting date); and

(b) Those that are indicative of conditions that arose atier the reporting date (non-adjusting
cvents after the reporting date).

The City/Municipality should indicate whether there are matenal adjusting and non- adjusting
cvents after the reporting period.

3. Currency

The financial statements are presented in Kenya Shillings (Kshs.) and the values rounded off

to the nearest shilling.
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5. Significant judgments and sources of estimation uncertainty

The preparation of the Municipality's financial statements in conformity with [PSAS requires
management to make judgments. estimates and assumpt.ons that affect the reported amounts
of revenues, expenses, asscts and liabilitics. and the disclosure of contingent liabilitics, at the
cnd 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
hability atfected in future periods.

State all judgements, estimates and assumptions made.

Estimates and assumptions.

The key assumptions concerning the tuture 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 liabilitics within the next financial year, are described below. The
Municipality bascd its assuapticas and  esumates on parameters avatable when the
consolidated 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 Municipality. Such changes are reflected in the assumptions

when they occur.

Useful lives and residual values
The usetul lives and residual values of assets are assessed using the following indicators to
inform potential future use and valuce from disposal:
1) The condition of the asset based on the assessment of experts employed by the
Municipality
11) The nature of the assct, its susceptibility and adaptability to changes in technology and
processcs.
11) The nature of the processes in which the asset 1s deployed.
iv) Availability of funds to replace the asset.

v) Changes in the market in relation to the asset.
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Notes to the Financial Statements

6. Transfers from the County Government

Transfers from County Govt. — Recurrent

6,000,000

12,000,000 -

Payments by County on behalf of the

Municipality

?otal

(Provide brief explanation for this revenuc)

L

70,783,313

76,783,313

a)Transfers from County Government entities (Categorized)

78,819,642

90,819,642

inis[ry of

ianda housing | g 999,373 0 0 76,783,313 | 90,819,642
and urban

development :

N 76,783,313 0 0 76,783,313 | 90,819,642
fotal :

7. Use of Goods and Services

20

Utilities, supplies and services 4,290,733 1,443 810
" Communication, supplies and services © 232580 | 488,580
Domestic travel and subsistence 2,015,900 4,220,500
Printing, advertising, supplics & services 181,270 648,800
Hospitality supplies and scrvices 501,109 999,531
Insurance costs 0 58,500
Specialized materials and services 435,173 277.800
Office and general supplies and scrvices 203,503 1,303,608
Fucl, oil and lubricants 42750 62.000
Other operating expenses (Specity) 0 0
Routine maintenance 175,202 0
— vehicles and other equipment
Routine maintenance — other asscts 459.870 645,670
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: W Weeial s

Sy
~

Contracted Professional Services ' 96,765,088
| Bank Charges 1 oun . B0
L’I‘otul e ] 105310,176 : 85,427,322
a) Use of Goods and Services transferred to cashflow statement
Description FY 2024/2025 FY 2023/2024
Total use of goods 105,311,170 85,427,322
Trade payables (32,460,794)
Total(mety | 72850376 | = 85427322

8. Staff costs

Salaries and wages | |
[ Stalf gratuity o 0 0 :

Social sc@;i]y—c'(;nlrihulfbh o 0 0 .

Other staff costs (Specity) 0 0

Total 0 28,500

9. Board expenses

- N : n

Chairman/Members’ Hororaria o 175,000 280,000

Sitting allowances 787,280 1,758,781
Medical Insurance - ' 0 ] 0

induction and Tréining S o o | 0 ]
Travel and accommodation | 106,400 0 o
Conference Costs S 1T 0 0

Other allowances (Specitfy) 0 0

Total - ' 1,068,680 2,038,781
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10. Depreciation and amortization

A e £ RSt AN,
Plant and machinery-refuse track 2,520.000. . 2,520,000

Road construction 7,690,402 3,845,201
Buildings 12,059.129 1301649
Total depreciation and amortization 22,269,531 7.666,850

11. Repairs and Maintenance

Maintenance of civil works

2,870,756

Total repairs and maintenance

2,870,756.00

12. Transfer to CRF

Transfer to county Revenue fund(CRF)
Total

]

20,114

20,114

i3. Cash and cash equivalents

a) Current account 2,208 12,721,888
Total cash and cash equivalents 2,208 12,721,888
Detailed analysis of the cash and cash equivalents are as follows:

Kakamega Urban 1260365743 0 12,718,228

Development Grant

Account KCB

Kakamega Township 01141632089800 2.208 3660
TOTAL 2,208 12,721,888

29
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{5

Tradc payables ‘ | 13,994,856.40
Retentions D 9 e
- Accrued cx?wcnscs S 0 - 0

Other payables (Specity) 0 0

Total trade and other pavables 32,460,794 13,994.856.40
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16. Social benefits

s

0
Unemployment social benefit scheme 0 0
Orphaned and vulnerable benefit scicine 0 B BT ]
PWD benefit scheme 0 0
Elderly social benefit scheme 0 0
Bursary social benefits 0 0
Total - 0 0
" Current social benefits 0 0
Non- current social benefits 0 0
Total (tie to totals above) 0 0

17. Cash generated from operations

Surplus/ (deficit) for the vear before tax (54,736,824) (7,689,554)
Adjusted for:
' Depreciation 22,269,531 7,666,850
" Amortisation ﬁ o 0 N 0
Gains/ losses on disposal ot asscts 0 0 O
Working Capital adjustments o
[ncrease in inventory 0 0
Incrcase in receivables 0 0
Increase in payables 32,460,794 0
| Net cash flow from operating activities i (6,5&))‘ﬂ- o (22,704)
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18. Related party balances
a) Nature of related party relationships

kntitics and other parties related to the Municipality include those partiecs who have ability to
cxercise control or excicise signtficant mtluence ever its operating and financial decisions.
Related parties include management personnel, their ussociates and close tamily members.
The Municipality/scheme is related to the following entities:

a) The County Goverment.

b) The Parent County Government Ministry.
¢) County Assembly.
d) Key management.

¢) Municipality Board: ete.

b) Related party transactions

76 783313 90,819,642

Transfers from related partics’

Transters to rél:ucd?arlriic;a - 76,783,313 90819042

¢) Key management remuneration

1Y
Board Members ' o 1.068.680.00 2.038.751
Key Managcnmm—('(l‘nl;[;c;;zil;(uﬁ - 0 0 i
Total 1,068.680.00 2,038,781 J

d) Due from related parties

Due from parent Ministry 0 0
Due from County Government 0 0 )
Due from County Assembly 0 0
Total - o 0 1 0 |
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¢) Due to related parties

[uco ucu Miuslry 0

Due to County Government 0 0
Due to Key managemend personnci 0 -

Duc to County Assembly 0

Total o 1 0 0
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19. Financial risk management

The Municipality’s activitics expose 1t to a variety of financial risks including credit and
liquidity risks and ctfects ¢f changes in foreign curteney The Municipality’s overall risk
managdncn[ programme  focuses on the 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 Municipality Jdoes not hedee any risks and has in place
policies to ensure that credit is only extended to customers with an established credit history.
The Municipality’s financial risk management objectives and policies are detailed below:

I. Credit risk

The Municipality has exposure to credit nisk, which 1s the risk that a counterparty will be unable
to pay amounts in full when due. Credit risk anises from cash and cash equivalents, and deposits
with banks. as well as trade and other receivables and available-for-sale financial investments.
Management asscsses 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 assessments in accordance with limits set by the directors. The amounts presented in
the statement of financial position are r.et ot allowances for doubtful receivables, estimated by
the Municipality’s management bascd on prior cxpericiice and therr assessmient of the current
cconomic environment. The carryving amount of financial assets recorded in the financial
statements represcnting the Municipality’s maximum exposure to credit risk without taking

account of the value ¢ any collateral obtained is made up as follows:

At 30 June 2025

Receivables from exchange transactions 0 0 0 0
Receivables from non-exchange 0 0 0 0
transactions

Bank balances - 0 0 0 0
Total ‘ ‘ 0 0 0 0o
At 30 June 2024 1 |
Receivables from exchange transactions 0 0 0 0
Recervables from nun-;:xchungc 1T 0 0 0 0
transactions

Bank balances o 1 0 0 0 0
Total o 0 0 0 0

The customers under the fully performing category arc paying their debts as they continue

trading. The credit nisk associated with these receivables is minimal and the allowance for
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uncollectible amounts that the Municipality has recognised in the financial statements 1s
considered adequate to cover any potentially irrecoverable amounts. The Municipality has
signtficant concentration of credit risk on tmounts due from xxx

The Municipality Board sets policics and objectives and lays down paramcters within which

the various aspects of credit risk management arce operated.

II.  Liquidity risk management

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

The table below represents cash flows payable by the Municipality under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. The amounts

disclosed in the wable are the contractual undiscounted cash flows. Balances due within 12

months equal their carrying balances, as the impact of discounting is not significant.

| At 30 Jun 2025
| Trade pavables 0 0 32,460,794 | 32,460,794
Current portion of borrowings 0 0
Provisions 0 0
Employee benefit obligation 0 0
Total S0 |0 | 32460,794 | 32,460,794
At 30 Jun 2024 0 0 o
Trade payables 0 0 13,994,856.40 | 13.994.856.40
Current portion of horr()wings 0 o | 0 0
Provisions 0 0 7 0 . 0
Employce benefit obligation 0 0 0 0
Total 0 0 13,994.856.40 | 13,994,856.40
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III.  Market risk

The Board has put in place an internal audit function to assist it in assessing the risk faced by
the Municipality on an eneoing basis, wvaluate and test the design and cffectiveness of its
internal accounting and operational controls.

Market risk is the risk amsing from changes in market prices, such as interest rate, cquity prices
and forcign exchange rates which will affect the Municipality 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 Municipality’s Finance Department is responsible for the developnient of
detailed nsk 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 Municipality’s exposure to market risks or the manner in which it

manages and measures the risk.

IV.  Foreign currency risk

The Municipality has transactional currency exposures. Such exposure acises through
purchases of goods and scrvices that are done in currencies other than the local currency.
Invoices denominated in foreign currencics are paid after 30 days from the date of the invoice
and conversion at the time of payment 1s done using the prevailing exchange rate. The carrying
amount of the Municipality's Toreign currency denominated monctary asscts and monctary

liabilities at the end of the reporting period are as follows:

31



County Government of Kakamega
Kakamega Municipality
Annual Report and Financial Statements for the year ended June 30, 2025

Foreign currency sensitivity analvsis

The following table demonstraies the effect on the Fund’s statement of financial performance
on applying the sensttivity for a rcasonable possible change i the exchange rate ol the threc
main transaction currencies, with all other variables held constant. The reverse would also

occur 1f the Kenya Shillizig apprecizied with all other variables held constant.

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

Management of interest rate risk

To manage the interest rate risk, management has endcavoured to bank with institutions that

offer favourable interest rates.

-
[5%]
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VI.  Capital risk management.

The objective of the Municipality s capital risk management is to sateguard the Municipality's

abilitv to contintic as a goire coucern. The Municipality capital structure comprises of the

following Municipality:

Revaluation reserve 0 0
Capital/Development Grants Municipality 22,194,559 22,194,559
Accumulated surplus 241,415,248 282,157,216.6
Total Funds 263,609,807 304,35l,7'75.~6_4_1
| Total borrowings 7 0 0 )
| Less: cash and bank balances , (2,208) (12,721,888)
i Net debt/(excess cash and cash equivalents) o 7 2,208 12,721,888 B
0 0

| Gearing

-




County Government of Kakamega
Kakamega Municipality
Annual Report and Financial Statements for the year ended June 30, 2025

20. Appendices

Appendix 1. Progress on Follow up of Auditors Recommendations.

The following 1s the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

Basis for Qualified Opinion

~Unconfirmed Property, '
Plant and Equipment Kakamega Municipality has not yet developed a depreciation policy, however the
Balance. Municipal board adopted the National Treasury policy on depreciatuon which |
| - provides a rate of 5% on road construction which is in line with IPSAS policy number
In  the circumstances, the | 45. '
Caccuracy.  completeness and - Note number 17 on Property Plant and Equipment (PPE) shows how the rate ot 5%
| ownership ot the property, ' was applied under road construction. Management has provided extract of the | Resolved N/A
plant and equipment balance  depreciation policy trom the National Treasury for your audit review.
ot Kshs.305, 624,744 as at 30 | The ownership documents (land title deeds and logbooks) for County assets arce kept
1 CJune, 2024 could not be | in safe custody at Kenya Commercial Bank Kakamega Branch (KCB) including all |
- confirmed - the title deeds. 1t took time to retrieve the title deed from the bank since it required i
| several approvals before release which subsequently was submitted to the auditor late
when the audit process was on its final stage. However management has provided
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' j } land ownership documents r.e. (title deed registration number
BUTSOTSO/INDANGALASIA/2210 anda current land search) for audit review.

|
i
Unconfirmed Depreciation o '
. charge for the vear and Management appited a straight line metho . ot depreciation as shown in the wable
Depreciation Policy. - for Property Plant and Equipment. Manavement inadvertently made a mistake in

; he narrative after the table of rty Plant ¢ : ne stating that it usc.!
|In the citcumstances, the the narrative after thie table of Property Plent and Equipment by stating that it usc

a reducing balance method. The Net book value computed was based o 5
accuracy and completencss cducing cthod. The Net book value computed was based on the

|
s | oslraig mne me L i -
1 2 Cof the property. plant and | straight line method Resolved | NA |
‘ |
s a
I o " alance ; ) y
' | R balance ol Management has noted the misiake and will ensure that in subsequent years proper
' Kshs.305. 62 > ‘ . . . . o
| Kshs.305, 624.744 as at 30 o )ity reviews are carried out by the Financial Reporting Unit to identify and
. 20?7 . s i . i s -
June, 2024 could not be correct such mistakes betore submission of the final report.
- confirmed.
' 1
L | R — — - E— — IR — - . .
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- Management applied a straight line methoa of depreciation as shown in the table for

| Property Plant and Equipment on road construction column 2 at a rate of 5% and has

' provided a schedule showing how the Kshs.5, 845,201 was computed.

— T e FETINE ES — =i . -

Inaceuracy in the Municipality received Kshs 113.014.201 from the County Exccutive as shown in the

Statement of Comparison statement of comparison of budeet and actual amounts. This comprised ot Kshs.90

0. £47 far rectirrent evpondiiiire ag re \ \ Financi:
' of Budget and Actual 819,642 tor recurrent expenditure as reported under the statement of financial

pertormance (page no. 1) and Kshs.22, 194,559 for development expenditure

Amounts. '
3 i i : < ' solve
3 , - (Capital projects) as reported n the statement of changes in net assets (page no.4). | - Resolved N/A
, | In the circumstances, the 1
T | accuracy and completeness The auditor may have picked the amount reported in the statement of financial
| { |
| iof the statement oF | pertormance of Kshs.90, 819,642 leaving out Kshs.22, 194,559 reported in the ;
" comparison of budget and statement of changes in net assets. |
- actual amounts could not be |
|
36 ’
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confirmed.

lherefore management concludes that there was no variance of Kshs.22, 194,559

i
; .
F { i
{ The amount of Kshs. 14, 680,983 reported in the statement ot comparison of budget

Cand actual amounts was brought forward trom the audited financial statement for the

| vear FY 2022/2023.

B

The variance of Kshs 16,875,542 has been reconciled as shown below.

‘ - Statement Statement of
|

|

f | | of budget financial _1
i S/ I comparison | performance Variance 5 2 }
|

- n | Description Kshs. Kshs. Kshs.
Transfers from :
the County | i
1 | | Government 113,014,201 ! 90,819,642 | 22,194,559 : ‘

; 1 » [ balance |
| brought '
- | 2| forward | 14630983 - | 14,680,983
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! TOTAL ! 127,695,184 90,819,642 | 36,875,542

The difterence of Kshs. 36,875,542 arose because the statement of financial
- performance did not recognize the balance brought forward of Kshs. 14,680,983 and

the development funds ot Kshs.22,194,559 hence the variance.

Unconfirmed Transfers The variance of kshs.22,194.559 was amount meant tor capital expenditure and was
. " | ’ . . . ey " .
from County Government | rccognized in the staiement of changes in net assets. The auditor may have considered
|

; ' - only amount as reported in the statement of financial performance under note number
| In the circumstances, the

4 6 of Kshs.12, 000,000 and did not include Kshs.22,194,559 as reported in the Resolved N/A
- accuracy and completeness ) _ )
| o - staternent of changes in net assets. The Ksns 22, 194,559 and Kshs. 12, 000,000 totals
- of the transfers from the 1 . L _ '
. } to Kshs.34, 194,559 as shown in the County exccutive tinancial statements. :
. County Government
amounting to Kshs.90, - Management concludes that there was no variance of Kshs.22,194,559
i A ittt s sl
38
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819.642 could not be

- confirmed.
B L SESENES B S
i [ ] |
4 - Anomalies in the Annual - The Kshs. 22,194,559 was capitalized in the statement of changes in net asscts page
- Report and Financial | . s ; 5 : .
| P “number 4 of the audited financial statements. The template trom the Internation.d
Statements. ‘

In the circumstances, the - Public Sector Accounting Standards Beard (1IPSASB) has no provision for an

financial statements are not  additional note since it is well explained in the statement of changes in net assets as a
5 prepared according to the linc item (Funds received during the year). ~ Resolved N/A
requirements of the Public

Scetor Accounting Standards - Separate schedule is provided to support its breakdown. .
- Board templates .
| | |

| | ‘ P , . e |
‘i | Management has provided the original financial reporting template from IPSASB and |
‘ |

e R

audited ftinancial statement page number 4 tor your audit review. i . ‘



County Government of Kakamega
Kakamega Municipality
Annual Report and Financial Statements for the vear ended June 30, 2023

- ——

‘ ! Embhasis-of Matter

- Budgetary Control and
- Performance
The under-funding and under-
performance  affected  the
- The Undertunding was occasioned by delayed remittance of equitable share trom the |

' planned activities and may
1 )
3 - National Treasury which in wurn affected rransters to the Municipalities.
J

have impacted negatively on f

‘ 1

| - . . | = . . - . . !

! ' service delivery to the public. | Underperformance was mainly caused by delayed remittance of equitable share from |

| the National Treasury.
|

| \

40
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T " g
Non-Collection of Own f e
Kakamega Municipality revenue collection potential is well demonstrated in the

Generated Revenue., 3 o
, Kakamega County Revenue Agency plan where Municipalities have been given |

CIn the circumstances, the | mandates and targets to collect revenues within their jurisdiction. Kakamega County

- Municipality  may  not | Revenue Agency has seconded staft to the Kakamega Municipality for reveaue Not

cachieve its objectives and | collection and are supervised by the Municipal Manager . resolved

~goals as outlined i the
!

1
? - Charter.

41



County Government of Kakamega
Kakamega Municipality
Annual Report and Financial Statements for the year ended June 30, 2025

S RN N P~ S S

OTHER MATTER
— == = — - — N | 4 :
Unresolved  Prior  Year | Management has implemented most of the recommendations on issues raised in the | ‘
 Matters. prior year after taking into consideration the recommendations made during

Cinterrogation by Public investment and Special Funds Committee of the Senate.

In the audit of the previous  Management has provided a summary schedule of prior year audit issues indicating the |

| | ‘ - Resolved
year.  several issues  were | status of resolutions, -
reported under the Report on
the Financial Statements and |

Report on Lawfulness and |
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i g )
| Eftectiveness in Use of Public
Resources. However,

| | |

Management has not resolved | ! !

; | the 1ssues or given reasons for
“the delay in resolving  the |

I Issuces.
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5 Basis for Conclusion

County Exccutive is in the process of granting full autonomy to Kakaniega

L . . .o TTasktoree

r . | . . a W 1 elepe ave a . . nsure ake o | N F: | |
| Lack of Operational | Municipality. The following steps have been taken to ensure Kakamega Municipality b

¢ gains its full autonom |+ Byl to

" Autonomy of Kakamega | & } ¥ i

tast truck

| N ici ity ; P a y ; : ’ |
1 Municipality. (1) Appomtment of Municipality Board vide gazette notice number 10370 dated | Gritititiz of ,
In the circumstances, Caem i h !
‘ | HB2023 | autonomy :
I - Management was in breach of | !
‘ to the

| s s - (11) Gazettement of assigned functions through gazette notice n0.6225 ot 12/5/2023

I municipaliti
(1i1) Appointment of Municipal Manager and designating as accounting otticer for the | ..
& & S & ¢s within '

| Municipality.

Kukamega
(1v) Secondment of key technical staft in departments within Kakamega Municipahity L

e
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7 g o | ey :
| These measures are aimed at ensuring ful! autonomy of the Mumicipality in comphance |

[ with Section 211 fa) of the Urban Arears and Cities Act, 2011, amended 2019,

|
f Kukun;cga Municipaliifs budget w‘;?n:muabiv tie Board which in turn submitied
i %lo the County Treasury for consolidation through the parent ministry ot Lands,
’ I Operating Municipality I Housig, Physical Planning and Urban Development. The budget was then approved ‘
| without an Approved | by the cabinet and the County Assembly as part of the annual County appropriation hill

’ | Budget. in line with section 20(1)(1) of the Urban Aiecas and Cities Act, 201 1.

(]

Resolved

[n the circumstances,
Management was in breach of

the law.

|
e —

e——— -
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Basis for Conclusion

i
. S — e e e b e

: Lack of Risk Management - The board has not yet developed a risk management policy, however it resolved to |

| Policy Framework.

| .
[ In the circumstances, the

~adopt a policy from the County Executive.

| failure to develop a risk

| management policy exposes |
- . Resolved
the Municipality to risk and

in the event of occurrence.

there may not be strategies to

| counter the risks.
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Appendix 2: Inter-Entity Transfers

_ FY 2024/2025
o Recurrent Grants Bank Statement Date Amount (Kshs. N a Indicate the FY 1o which the amounts relate
[ i 28/10/2024 2,000,000 - 20242025
B [ 27/12/2024 2,000,000 | 202412025 S
25/4/2025 2,000,000 2024/2025 o
| Total 6,000,000 202472025 -
. b Development Grants Bank Statement Date Amount (Kshs.) Indicate the FY 10 which the amouni: relate
| ' 0 202402025 = iw e |
| 0 2024/2025 :
| o 2024/2025 ‘
Total To 20242025
e | Direct Payments Bank Statement Date Amount ( Kshs.) | Indicate the FY 10 which the amounts relute
] ' ’ 70783313 w2425 ]
|
[ Total 76,783,313 202472025

(‘The above amounts have been communicated to and reconciled with the parent Department in the County.)

Signed by the Head of Accounts of the Entity and the transferring Entity
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Appendix 3: Reporting of Climate Relevant Expenditures

Name of the Organization
Telephone Number
[mail Address

Name of CEO/MD/Head

Name and contact details of contact person (in case of an, clartications) ...... B

|
|
|
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Appendix 4: Disaster Expenditure Reporting Template

Date:

*
Entity %




