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1. Acronyms and Definition of Key Terms

a) Acronyms
CA County Assembly
COB Controller of Budget
CRF County Revenue Fund
FY Financial Year
IPSAS International Public Sector Accounting Standards
NT National Treasury
OSR Own Source Revenue
PFMA Public Finance Management Act
PSASB Public Sector Accounting Standards Board
ROR Receiver of Revenue
b)  Key terms
Comparative FY Comparative Prior Financial Year

Fiduciary Management The key management personnel who had financial responsibility.
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2. Key Entity Information and Management
(a) Background information
The receiver of revenue is under the Department of Finance. At the County Executive
Committee level, the receiver of revenue is represented by the County Executive committee
member for Finance, who is responsible for the general policy and strategic direction of
the receiver of revenue. The receiver of revenue is designated as a receiver on 17th October
2017 by the County Executive Committee member for Finance, in accordance with section
157 of the PFM Act.

(b) Principal activities
The receiver of revenue collects revenue and remits to the County Revenue Fund (CRF) among
the following principle activities.

i. Responsible for the administration and enforcement of revenue laws in the County;

ii. Assessment and collection of and accounting for all rates, taxes, fees and other charges payable
by or under any law in the County;

iii. Collect and account for all County revenues;

iv. Ensure that all monies raised or collected by or on behalf of the County are paid into the
County Revenue Fund;

v. Prepare reports on revenue collected and owing in accordance with the relevant laws and
procedures;

vi. Advise the County Government on all matters relating to the imposition, administration and
enforcement of County revenue laws, assessment and collection of rates, taxes, fees, and other
charges and penalties thereof in line with Article 209 of the Constitution;

vii. Perform such other functions as may be provided for under any other county revenue law or
as the Agency may deem necessary for the proper discharge of its mandate.

v
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(¢) Key Management Team

The County Government of Kakamega® day-to-day management of revenue is under the

following:

1 Hon. Benjamin O Andama CECM Finance h
2 | Dr.Jeophita June Mwajuma Chief officer Finance and Budget

3 | ENG. Joseck Maloba Chief Revenue Administrator/CEO N
4 | CPA Moureen Naliaka Accountant N
5 | CPA Paul Wafula Accountant -
6 | CHRP Jacklyne Othieno Human Resources Officer n
7 | Truphena Matara Planner N
g | Gladys Atinya Procurement Officer

9 | Habibbah Litunya ICT Officer N

Key Entity information and Management (continued)

(d) County Headquarters
P.O. Box 36,
Sahajanand Building
Mumias Road
Kakamega, KENYA

(e) Entity Contacts
Telephone: (254) 705050506
CEO-kcra@kakamega.go.ke
Website: www.kakamega.go.ke

(f) Independent Auditor
Office of The Auditor General
Anniversary Towers, University Way
P. O. Box 30084
GPO 00100
Nairobi, Kenya
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(g) Bankers
1.KCB Bank Kenya Kakamega Branch
\ 2. National Bank Kakamega Branch
3. Cooperative Bank Kakamega Branch
4. Equity Bank Kakamega Branch

(h) Principal Legal Adviser
Telephone: (254) 724914405
E-mail: treasury@kakamega.go.ke
Website: www.kakamega.go.ke

(i) County Attorney
Office of the County Attorney,

County Headquarters Annex, Room 112,
P.O. Box 36-50100,

KAKAMEGA, KENYA.

Email. kakamegalegal@gmail.com
County Government of Kakamega
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3. Foreword By the CECM Finance and Economic Planning

It is my pleasure to present the annual report on the performance of the Receiver of Revenue fe-
the financial year under review. This report offers a comprehensive overview of the revenue
collection efforts and performance within our county, highlighting key developments,

challenges, and opportunities that shaped our fiscal landscape over the past year.

*Economic Outlook and Business Environment*

The year under review presented a unique set of economic dynamics that influenced our revenue
collection efforts. The general economic outlook was characterized by moderate growth,
inflationary pressures, or slow recovery from a recession. These conditions, coupled with a

fluctuating local business environment, significantly impacted our revenue collection trajectory.

On one hand, favourable government policies, increased investor confidence, or a rise in key
local industries provided a boost to local businesses, subsequently driving an uptick in revenue
from various sources. However, on the other hand, we faced significant impediments such
declining agricultural output, supply chain disruptions, or reduced consumer spending, which

constrained our revenue potential.

*Revenue Performance Overview*
During the year under review, the Receiver of Revenue collected a total of 1.442 Billion against
a budgeted target of 2.2 Billion. The sources of revenue were diverse, with the main contributors

being property rates, trade licenses, market fees, Cess among others.

While we celebrate areas of strong performance, we must also address the areas where revenue
collection fell short of expectations. The underperformance can largely be linked to economic
downturn, legislative changes, or systemic challenges within the collection framework.

To mitigate these challenges and enhance future performance, several measures have been put in
place. These include enhancing compliance and enforcement mechanisms, leveraging technology

for efficient collection, broadening the revenue base, etc. Additionally, we are continuously
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engaging with key stakeholders to create a conducive environment for business growth, which is

essential for sustainable revenue generation.

*Disbursements to the County Revenue Fund (CRF)*

The total disbursements made to the County Revenue Fund (CRF) during the period amounted to
Ksh 558,020,166, and the balance utilised as AIAs eg the facility improvement fund for the
hospitals as such reflecting our commitment to ensuring that all revenues collected are promptly
an( efficiently directed towards their intended purposes. This has enabled the county government
to continue delivering critical services and implementing key development projects that align
with our strategic goals and the needs of our citizens.

*Conclusion*

As we look ahead, the county government remains committed to implementing robust strategies
that will optimize revenue collection and support sustainable economic growth. The lessons
learned from the past year will guide our efforts to improve our systems, address the existing

challenges, and seize new opportunities that will benefit the people of our county.

I take this opportunity to express my gratitude to all stakeholders, including the citizens,
businesses, and partners, for their cooperation and support in our revenue collection efforts. We

look forward to another year of collaboration, innovation, and growth.

Hon. Benjamin O Andama
CECM Finance and Economic Planning

County Government of Kakamega
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4. Management Discussion and Analysis
Operational and Financial Performance Overview

Over the last three to five years, the operational and financial performance of the Receiver of
Revenue has been shaped by both internal and external factors influencing our revenue collect »a
strategies and outcomes. The following is an analysis of the key performance indicators,
including budgeted versus actual revenue collections, and an examination of the challenges
encountered and the mitigating measures employed to address these challenges.

Revenue Collection Performance: A Five-Year Perspective

i ¢
In the past five years, our county has demonstrated steady efforts to enhance revenue collectior.
from various sources. Below is a comparison of budgeted revenue versus actual collections ove™
this period:

Year Budget Actual Collection | Variance %
2019/2020 1,666,143,695 1,180,228,345 485,915,350 71%
2020/2021 1,656,000,000 | 1,111,110,150 544,889,850 67%
2022/2023 1,800,000,000 1,309,679,898 490,320,102 73%
2023/2024 2,200,000,000 1,349,689,046 850,310,954 61%
2024/2025 2,200,000,000 1,442,226,388 757,773,614 66%

REVENUE PERFORMANCE LAST 5 YEARS

2,500,000,000 — - 900,000,000
800,000,000

600,000,000

1,500,000,000 — R — " 50530000
1,000,000,000 ——[RNESE  BESSEN  BEEESEE - BUSES B 400,000,000
300,000,000

500,000,000 —— 200,000,000
100,000,000

L Budget  MEEE ACtUAl COIlECtION s \/ariance % - 0
) ) B 2019/2020 2020/2021 2022/2023 2023/2924 2024/2025 )

As illustrated in the table, revenue collection showed an overall upward trend in the initial years,
primarily driven by improved compliance mechanisms, expansion of the revenue base, and the
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introduction of automated systems to capture revenues more efficiently. However, there were
periods where actual collections fell short of budgeted targets.
Analysis of Revenue Sources

Over the past five years, the main sources of revenue have remained consistent, with the bulk of
collections derived from property rates, business permits, market fees, and service charges. The
performance of these sources is as follows:

- *Land Rates*: Contributed a steady Ksh 31,703,001 of total revenue, driven by ongoing
property valuation and enforcement efforts. However, some collection challenges persisted due
to disputes over property valuations and inadequate documentation.

- *Business Permits*: An amount of Ksh 169,726,623 of the revenue collected was from
Business permits. The introduction of e-permit systems led to an increase in compliance rates
and faster processing times. However, small businesses struggled with compliance due to limited
awareness and capacity issues.

- *Market Fees and Service Charges*: These two categories contributed a combined Ksh
25,584,499 of total revenue. Collection efforts were hampered by resistance from traders to new
fee structures, but mitigation strategies such as stakeholder engagement and phased
implementation helped address some of these concerns.

Key Challenges in Revenue Collection
The county's revenue collection efforts faced several challenges during the period under review:

1. *Economic Disruptions*: The local economy faced multiple disruptions, including a decline
in agricultural output due to adverse weather conditions, and fluctuations in the business
environment caused by external factors such as inflation and global supply chain disruptions.
These conditions affected businesses' ability to meet their revenue obligations.

2. *Compliance and Enforcement Issues*: Low compliance levels, particularly in the informal
sector, posed a significant challenge. Many small-scale businesses were either unaware of their
obligations or deliberately avoided compliance due to perceived burdensome processes and
costs.

3. *Technological Gaps*: While the introduction of automation and E-Systems was intended to
streamline revenue collection, the rollout encountered resistance due to limited digital literacy
among stakeholders, inadequate infrastructure in some areas, and frequent system downtimes.

4. *Policy and Legislative Constraints*: Some policy and legislative frameworks were
outdated and did not reflect current economic realities, making enforcement difficult.
Additionally, changes in national policies and intergovernmental fiscal relations affected local
revenue streams.
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Mitigating Measures

To address these challenges, the county government adopted several measures aimed at
improving revenue collection performance:

1. *Economic Stimulus and Support Programs*: The county government introduced
economic stimulus programs targeting key sectors such as agriculture and small-scale trade to
revitalize the local economy. These programs were designed to enhance the capacity of
businesses to meet their revenue obligations.

2. *Enhanced Compliance and Awareness Campaigns*: The management embarked on a
series of public awareness and education campaigns to promote compliance. Efforts included
workshops, community engagements, and targeted outreach to the informal sector. Additionally,
the county intensified enforcement measures through a combination of incentives for complian e
and penalties for non-compliance.

3. *Technological Upgrades and Capacity Building*: To overcome technological challenges,
the county invested in upgrading its revenue management systems to enhance efficiency and
reduce downtime. Furthermore, capacity-building initiatives were conducted for both county
staff and stakeholders to improve digital literacy and acceptance of new systems.

4.*Policy Reforms and Legislative Updates*: The county undertook a review of existing
policies and regulations governing revenue collection to align them with current economic
realities. This included revising fee structures, updating valuation rolls, and lobbying for
supportive legislation at the national level to safeguard local revenue interests.
Conclusion

Despite the challenges encountered, the Receiver of Revenue has made significant strides in
improving operational efficiency and financial performance. The management remains
committed to implementing innovative strategies and collaborating with stakeholders to
overcome existing challenges, enhance revenue collection, and achieve fiscal sustainability.
Moving forward, we aim to build on these efforts and create a more resilient and responsive
revenue collection framework that can adapt to changing economic conditions and continue to
support the county's developmental objectives.

County Receiver of Revenue
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5. Statement of the Receiver of Revenue’s responsibilities

Section 165 (1) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, a receiver of revenue for a county government shall prepare an account in respect
of the revenue collected, received and recovered by the receiver during that financial year.

The Receiver of Revenue is responsible for the preparation and presentation of the Receiver of
Revenue account, which gives a true and fair view of the state of affairs of the Receiver of Revenue
for and as at the end of the financial year (period) ended on June 30, 2025. This responsibility
includes: (i) maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reporting period,(ii) maintaining proper accounting
records, which disclose with reasonable accuracy at any time the statement of assets and liabilities
of the entity, (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuring that they are free from
material misstatements, whether due to error or fraud, (iv) safeguarding the assets of the entity,
(v) selecting and applying appropriate accounting policies, and (vi) making accounting estimates
that are reasonable in the circumstances.

The Receiver of Revenue in charge accepts responsibility for the entity’s receiver of revenue
accounts, which have been prepared on the Accrual Basis method of financial reporting, using
appropriate accounting policies in accordance with International Public Sector Accounting
Standards (IPSAS) and the relevant legal framework of the Government of Kenya. The Receiver
of Revenue is of the opinion that the entity s receiver of revenue account gives a true and fair view
of the state of the entity’s receiver of revenue transactions during the financial year ended June 30,
2025, and of the entity’s statement of assets and liabilities as at that date. The Receiver of Revenue
further confirms the completeness of the accounting records maintained, which have been relied
upon in the preparation of the Receiver of Revenue account as well as the adequacy of the systems
of internal financial control.

The Receiver of Revenue confirms that the entity has complied fully with applicable Government
Regulations and the terms of external financing covenants (where applicable). The Receiver of
Revenue confirms that the revenue statements have been prepared in a form that complies with
relevant accounting standards as prescribed by the Public Sector Accounting Standards Board of
Kenya.

Approval of the Revenue Statements

The revenue statements were approved and signed by the Receiver of Revenue on 26" August, 2025

County Receiver of Revenue
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REPUBLIC OF KENYA |

REPORT OF THE AUDITOR-GENERAL ON RECEIVER OF REVENUE - REVENUE
STATEMENTS FOR THE YEAR ENDED 30 JUNE, 2025 - COUNTY GOVERNMENT
OF KAKAMEGA

PREAMBLE

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

A. Report on transitional IPSAS Revenue Statements that considers whether the
revenue 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 revenue statements;

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

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

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the transitional IPSAS revenue statements are fairly
presented in accordance with the applicable financial reporting framework. The Report
on Revenue 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 REVENUE STATEMENTS
Qualified Opinion

| have audited the accompanying transitional IPSAS revenue statements of Receiver of
Revenue - County Government of Kakamega set out on pages 1 to 44, which comprise

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



of the statement of financial position as at 30 June, 2025 and the statement of revenue
and disbursements, 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 explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

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

Basis for Qualified Opinion

1. Variances Between Revenue Statements Amounts and Data Extracted from the
Revenue System

Review of revenue statements revealed variances in amounts in comparison with those
stated in the supporting revenue system ledgers as detailed below:

Revenue System

Note to Statement Ledger
Revenue Amount Amount | Variance
Revenue Stream | Statements ( Kshs) (Kshs) (Kshs)
Farm Inputs 6 24,363,225 24,527,075 163,850
Slaughter House 6 8,221,590 5,185,450 | 3,036,140
Single/Business Permits 8| 214,753,243 169,617,876 | 45,135,367
Noise Control 9 989,275 1,988,900 999,625
Fire Services 10 13,687,920 10,124,500 | 3,563,420
Parking Fees 15 57,080,909 20,532,850 | 36,548,059
Market Fees 16 25,584,499 25,668,570 84,071
Property Rent 17 17,931,610 27,180,389 | 9,248,779
Advertising 18 64,309,604 51,339,765 | 12,969,839
Hire of County Assets 20 1,420,750 1,624,000 203,250

The variances were not explained or reconciled.

In the circumstances, the accuracy and completeness of the respective amounts reflected
in the statement of revenue and disbursements could not be confirmed.

Report of the Auditor-General on Receiver of Revenue - Revenue Statements for the year ended 30 June, 2025 - County

Government of Kakamega
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2. Unsupported Land Rates Revenue

The statement of revenue and disbursements, and as disclosed in Note 7 to the revenue
statements reflects an amount of Kshs.28,732,631 for land rates revenue. However, the
supporting data on plot locations, plot numbers, respective owners, or land coordinates
due to lack of precise geospatial data for the rated properties were not provided for audit
review. Additionally, the land rates registers maintained at the sub-counties were poorly
kept and did not contain details of land rates due, arrears, and penalties. Further, there
was no evidence that the County Government made follow-ups on unpaid property rates.

In the circumstances, the accuracy and completeness of land rates revenue amounting
to Kshs.28,732,631 could not be confirmed.

3. Unsupported Revenue from Dumpsite

The statement of revenue and disbursements and Note 9 to the revenue statements
reflect conservancy administration revenue amounting to Kshs.1,000,775. A physical
verification of county owned Rosterman dumpsite revealed that its management had been
contracted to a local company. However, the contract agreement between the two parties
was not provided for audit review, and the terms of engagement with the company on
whether to process waste, or to collect revenue or both could not be confirmed.

Further, it was observed that the county had not assigned an officer to monitor the
operations at the site, collect revenue and keep record of vehicles disposing garbage on
the site.

In the circumstances, the accuracy and completeness of conservancy administration
revenue amounting to Kshs.1,000,775 could not be confirmed.

4. Unrecorded Property Rent Revenue

The statement of revenue and disbursements and Note 17 to the revenue statements
indicate property rent revenue amounting to Kshs.17,931,610. During the year under
review, the county had two hundred and eleven (211) kiosks and two hundred and twenty
(220) stalls within Kakamega municipality, which were rented at Kshs.500 and Kshs.1,000
per month respectively. However, physical inspection revealed that rent collection from
twenty-two (22) kiosks within Kakamega municipality was omitted from the rent records.

In the circumstances, the accuracy and completeness of property rent revenue amounting
to Kshs.17,931,610 could not be confirmed.

5. Undisclosed County Housing Rental Income

The statement of revenue and disbursements, and Note 17 to the revenue statements
indicate property rent revenue amounting to Kshs.17,931,610, which further includes
county housing rental income of Kshs.388,990. Review of the housing inventory indicated
ownership of one hundred and forty-four (144) housing units, out of which fifty-one (51)
units were confirmed to be uninhabitable during the year under review. The remaining
ninety-three (93) units were fully occupied and based on applicable rental rates, the

Report of the Auditor-General on Receiver of Revenue - Revenue Statements for the year ended 30 June, 2025 - County
Government of Kakamega
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annual chargeable rent for these units amounted to Kshs.7,380,000 resulting in an
unexplained and unreconciled variance of Kshs.6,991,010.

Further, review of the payroll of the County Executive of Kakamega revealed that several
employees occupied county houses and paid rent amounting to Kshs.1,918,750 through
checkoff system. However, the earned and collected rental revenue was not disclosed in
the revenue statements.

In the circumstances, the accuracy, completeness and occurrence of property rent
revenue amounting to Kshs.17,931,610 could not be confirmed.

6. Unrecorded Land Rates Balance

The statement of financial position reflects receivables from non-exchange balance of
Kshs.1,057,679,464 which, as disclosed in Note 32 to the revenue statements includes
land rates balance of Kshs.1,012,652,844. However, fifteen (15) records were recorded
in the supporting general ledgers but not recorded in the system-based master property
register, indicating incomplete and inconsistent data between the two records. The master
property register extracted from system contained 692 properties that were registered but
not invoiced in the system.

In the circumstances, the accuracy, completeness and existence of land rates balance of
Kshs.1,012,652,844 could not be confirmed.

7. Inaccuracy in the Disbursement to County Revenue Fund (CRF)

The statement of revenue and disbursements reflects disbursements to CRF amounting
to Kshs.558,020,166. However, financial statements for County Revenue Fund reflects a
corresponding revenue of Kshs.574,445297 resulting to unreconciled variance of
Kshs.16,425,131.

In the circumstances, the accuracy and completeness of disbursements to CRF
amounting to Kshs.558,020,166 could not be confirmed.

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

Emphasis of Matter

Budgetary Control and Performance - Under Collection of Revenue

The statement of comparison of budget and actual amounts reflects own source revenue
budget and actual amounts of Kshs.2,200,000,000 and Kshs.1,442, 226,386 respectively,
resulting in under-collection by Kshs.757,773,614 or 34% of the budget.

Report of the Auditor-General on Receiver of Revenue - Revenue Statements for the year ended 30 June, 2025 - County
Government of Kakamega
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The own source revenue under-collection impacted negatively on delivery of services and
implementation of programs in the County.

My opinion is not modified in respect of this matter.
Key Audit Matters

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

Other Matter
Unresolved Prior Year Matters

In the previous year audit report, several issues were raised under Report on the Financial
Statements, Report on Lawfulness and Effectiveness in the Use of Public Resources and
Report on Effectiveness of Internal Controls, Risk Management and Governance as
detailed in Appendix I. However, the issues had not been resolved and Management did
not provide satisfactory reasons for the delay in resolving the issues.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Lack of Designated Cess Collection Points

The statement of revenue and disbursement, and as disclosed in Note 6 to the revenue
statements reflects an amount of Kshs.120,391,111 in respect to cess revenue. However,
audit review and inspection revealed that the county government had not gazetted or
designated specific cess collection points. Instead, revenue officers were collecting cess
at random locations, including non-official roadblocks and market entry points. This
created inconsistencies in cess assessment and enforcement, and in some cases,
collections were not recorded in the county revenue system.

Further, physical inspection on the quarries cess point on 2 September, 2025 revealed
that only one lorry had been charged for the entire day, despite presence of many trucks
full of materials leaving without being invoiced.

Report of the Auditor-General on Receiver of Revenue - Revenue Statements for the year ended 30 June, 2025 - County
Government of Kakamega
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In addition, the site lacked a power for charging the electronic devices used in revenue
collection with poor network which limited the effectiveness of automation and real-time
receipting thus resulting to collecting revenue in cash.

In the circumstances, the effectiveness of cess revenue management could not be
confirmed.

2. Failure to Bill Noise Control Permits for Gold Mining and Construction Sites

Revenue from noise control permits for crushing/construction/mining sites under the
Kakamega County Finance Act, 2024 (Fourth Schedule) was set at Kshs.15,000 to
Kshs.18,000 per crusher. However, the revenue statements for the year ended
30 June, 2025 indicated Nil revenue earned from these activities, despite gold mining
activities in Shinyalu and Ikolomani sub-counties. Further, the accounting officer did not
maintain data on the number of gold mines and processing factories established within
the two sub-counties, and noise control permits issued did not specify the validity period.
In addition, enforcement officers did not conduct follow-up to confirm whether permits
were used.

In the circumstances, Management was in breach of Kakamega County Finance
Act, 2024 (Fourth Schedule).

3. Failure to Operationalize Valuation Roll

The statement of revenue and disbursements and as disclosed in Note 7 to the revenue
statements reflects land rates amount of Kshs.28,732,631. However, despite the
development of a new valuation roll in the year 2021, the Receiver of Revenue continued
to use the valuation roll developed in 2013 for billing land rates and property rent. This
indicates that the contracted valuation roll was not put into use for revenue collection
purposes.

In the circumstances, land/poll rates revenue management was ineffective.

4. Incomplete Building Approvals Register

During the year review, the department of physical planning maintained a register of
approvals of building plans. However, the registers were incomplete and lacked
information of the officers who approved the plans, the amounts for approvals, and status
whether approval was granted or declined.

In the circumstances, the effectiveness of revenue collection management from the
physical planning and development section could not be confirmed.

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 revenue 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.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Non-Integration of Existing Software Systems

Review of the Receiver of Revenue collection system disclosed that it had not been fully
automated as County Health Information System (CHIS) being used by Level 4 and 5
hospitals had not been integrated to record and manage patient revenue collections.

Further, in the absence of integration with the County Revenue Management System, the
completeness and accuracy of the reported hospital fees could not be confirmed.
Additionally, detailed hospital debtor ledgers containing key information such as patient
names, invoice numbers, invoice dates, reasons for payment (e.g., medical services
rendered), and corresponding amounts were not provided for audit verification.

In the circumstances, the effectiveness of internal controls in respect to revenue
management software system could not be confirmed.

2. Failure to Mark and Designate Street Parking Slots

The statement of revenue and disbursements and as disclosed in Note 15 to the revenue
statements reflects an amount of Kshs.57,080,909 for revenue from parking fees.
However, the Receiver of Revenue did not maintain a record of all parking slots upon
which the revenue estimates were determined.

Additionally, physical inspection revealed that parking slots were not marked or
designated in major towns of Kakamega county resulting to haphazard and double
parking of motor vehicles, motorcycles, and tricycles.

In the circumstances, the internal controls on management of parking spaces in
Kakamega County are very weak.

3. Inadequate Infrastructure at Sub-County Revenue Offices

Physical inspection of two sub-county revenue offices revealed that the offices lacked
adequate infrastructure and equipment to support effective revenue collection. The offices
did not have sufficient furniture, lockable cabinets for securing receipt books and cash,
computers, printers, and internet connectivity, making it difficult to integrate with the
County Revenue Management System.
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Additionally, the few desktop computers in use experienced frequent power outages, and
no backup power solutions were in place.

In the circumstances, the infrastructure at sub-county revenue offices was inadequate to
assist in revenue collection management.

4. Unexplained Collection of Revenue in Cash

The statement of revenue and disbursements and as disclosed in Note 16 to the revenue
statements reflects an amount of Kshs.25,584,499 in respect to market fees. However,
during physical inspection of revenue collection in markets and two sub-county revenue
offices on 2 September, 2025, it was observed that the revenue collection clerks were
collecting cash from the vendors without issuing official receipts to payees, then prepared
a single transaction receipt for the day’s collections. Further, the Sub-County revenue
offices were wholly depending on the information given by the field clerks which was
subject to alteration.

In the circumstances, management of market fees collection was ineffective.

5. Non-Functional and Low Utilization of Point of Sale (POS) Devices

It was noted that the County executive procured a total of 216 Point of Sale (POS) gadgets
to facilitate automated revenue collection. However, 28 of these devices were found to
be non-functional due to several issues, including batteries that did not hold power, faulty
printers, faulty or blocked batteries, devices showing processing errors or network
failures, and units that were not charging.

Further, analysis of revenue collected through the POS devices revealed that nine (9)
devices processed fewer than one hundred (100) transactions and collected a total of
Kshs.5,291,226 during the year under review. This indicates low utilization and
underperformance despite the devices remaining active throughout the year.

Additionally, some POS devices were allocated to officers who were not currently
stationed in revenue office. Consequently, the devices were not effectively used for their
intended purpose of facilitating real-time revenue collection in areas requiring such
services.

This situation undermines the efficiency, transparency, and accountability of the revenue
collection process.

6. Lack of Service Level Agreement

The statement of financial position and Note 34 to the financial statements indicate
payables due to County Revenue Fund (CRF) balance of Kshs.1,082,027,767, which
includes amount collected and not disbursed to CRF amounting to Kshs.15,947,669.
However, it was observed that there was no Service Level Agreement (SLA) or a formal
contract between the receiver of revenue and a local commercial bank outlining the
timelines and procedures for transferring the collected funds held in the bank collection
account. It was further noted that transfers from the collection account to the County
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Revenue Fund (CRF) took an average of 12 days to be affected and there were delays
extended to about 65 days.

Ordinarily, the expected remittance period from the collection account to the CRF account
is within one to three days, depending on whether collections are on weekends or public
holidays.

In the circumstances, the observed delay of up to three months was therefore excessive
and indicates weaknesses in cash management and fund transfer controls.

7. Deficiencies in Information Communication Technology (ICT) Environment

It was observed that the County Executive of Kakamega operates a web-based revenue
management system that collects revenue from various streams across the county on its
behalf. The system stores sensitive, and critical client information. However, the County
Executive and Receiver of Revenue had not developed and implemented critical policies
including ICT policy, backup policy, data classification policy, and change management
policy to provide clear guidance for protection of information assets, promote operational
efficiency, and define standardized procedures for carrying out business activities.

In addition, other weaknesses were noted as follows:

i) Over-Reliance on Vendor

Review of the operations of Receiver of Revenue revealed that it relies heavily on the
vendor to generate revenue reports. The revenue management system was fully
controlled by the vendor, while County staff have limited capacity and no access to the
backend.

Further at the database level, the Receiver of Revenue had not implemented adequate
controls to monitor and review vendor activities. As a result, critical functions such as
access to logs, changes made to the database, and other vendor-related activities are
not independently reviewed by County ICT staff.

i) Lack of Disaster Recovery Plans (DRP)

During the audit review, it was observed that Management had not developed a Disaster
Recovery Plan (DRP) to mitigate the risk of disruption to critical business operations as
no evidence was provided to confirm that data backups were being performed.

Additionally, backup procedures were not documented and there was no indication that
the County had tested the backups to verify their reliability in the event of a system failure
or disaster.

iii) Lack of On-Premise Data Center and Inadequate User Account

Audit review established that the County does not have an on-premise data centre but
relies entirely on the vendor’'s infrastructure to host and manage revenue systems.
Further, it was observed that user accounts in the web-based revenue management
system were created without documented approval from the respective heads of

Report of the Auditor-General on Receiver of Revenue - Revenue Statements for the year ended 30 June, 2025 - County
Government of Kakamega
9



departments. In several cases, the ICT/Systems Administrator processed user creation
requests directly without evidence of authorization or formal verification of the users’ roles
and responsibilities. Additionally, there was no standardized naming convention for user
accounts, which hinders ease of administration and accountability for user activities within
the system.

In the circumstances, the effectiveness of internal controls on ICT environment could not
be confirmed.

8. Uncontrolled Motorcycles and Tricycles (Tuktuks) Operating Environment

The statement of receipts and disbursement as disclosed in Note 15 reflects a balance of
Kshs.58,080,909 in respect of parking fees, which includes Kshs.2,807,957 for
motorcycles and tricycles (tuk-tuks). However, review of the internal controls revealed
that the accounting officer did not have data for the number of motorcycles and tricycles
(tuk-tuks) operating in major towns. Consequently, the basis used in determining revenue
from motorcycles and tricycles could not be established.

Further, it was noted that the county did not designate specific control areas of operation
for motorcycles and tricycles (tuk-tuks) operators. This omission hinders ease of revenue
collection, regularization, and control of the operating environment for these operators.

In the circumstances, the effectiveness of internal controls on management of
motorcycles and tricycles parking fees revenue could not be confirmed.

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

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these revenue
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 revenue statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

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

Management is also responsible for the submission of the revenue statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act, 2015.
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In addition to the responsibility for the preparation and presentation of the revenue
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the revenue statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the Receiver of
Revenue’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 revenue 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.

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%, CBS

AUDITOR-GENERAL

Nairobi
05 December, 2025
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Appendix I: Unresolved Prior Year Matters

S/No. | Financial Year | Title of Audit Issue

1 2023/2024 Unsupported Poll/Land Rates Arrears

2 2023/2024 Unsupported Poll/Land Rates Revenue

3 2023/2024 Unsupported Prior Year Adjustments

4 2023/2024 Unconfirmed Balance Due for Disbursement as at the End
of the Period (Liquor) Appropriation in Aid

5 2023/2024 Inaccurate Disbursements to County Revenue Fund (CRF)

6 2023/2024 Budgetary Control and Performance-Under Collection of
Revenue

7 2023/2024 Lack of a Valuation Roll

8 2023/2024 Non-remittance of Revenue Collected to the County
Revenue Fund

9 2023/2024 Ineffective Management of County Housing Units

10 2023/2024 Internal Control Weaknesses in Information
Communication Technology (ICT) Environment

11 2023/2024 Non-Integration of Revenue Collection System with Existing
Systems

12 2023/2024 Failure to Demarcate Parking Spaces

13 2023/2024 Internal Control Weaknesses in Collection of Revenue from

Physical Planning and Development
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Receiver Of Revenue
County Government of Kakamega
Revenue Statements for the Period Ended 30 June 2025

Statement of Revenue and Disbursements for the year ended 30th June 2025

Revenue from non-exchange transactions

Cess 6 120,391,111
Land Rates 7 28,732,631
Single/Business Permits 8 214,753,243
Conservancy Administration 0 1,000,775
Administration Control Fees and Charges in 14,783,640
Other Fines, Penalties, And Forfeiture Fees . 1,839,961
Public Health Service Fees . 26,487,710
Physical Planning and Development % 40,799,951
Donations/Grants Not Received Through CRF 14 0

Total Revenue from non-exchange transactions 448,789,022
Revenue from exchange transactions

Parking Fees s 57,080,909
Market Fees 2 25,584,499
Property Rent - 17,931,610
Advertising 8 64,309,604
Hospital Fees i 872,606,097
Hire of County Assets 20 1,420,750




Receiver Of Revenue
County Government Of Kakamega

Revenue Statements for the Period Ended 30" June 2025

Sale of assets 21 0

Park Fees 22 0
Miscellaneous receipts 23 SLH0GAIE

Total Revenue from exchange transactions 1,042,340,388
Total Revenues (a) 1,491,129,410
Disbursements

Disbursements To CRF 24 (558,020,166)
Disbursements to another County Fund (FIF) 25 (897,573,107)
Bank charges 2 (40,880)
Waivers and exemptions 27 0)

Bad debts written off 28 ©
Provision for bad debts 29 ©
Total Disbursements and other c<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>