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1.0 PREFACE
1.1 Background

Mr. Speaker Sir and Hon. Members,

Pursuant to Section 166(4) of the PFM Act, 2012, the County Treasury is mandated to

prepare quarterly reports-on all the County Departments and submit the same to the County
Assembly not later than 30days of the succeeding month after the end of each quarter. It is in
this regard that the County Executive Committee member for Finance and Economic Planning
vide a letter Ref: KC/FIN/C.ASSEMBLY VOL.IV/05 dated 14t September, 2022 (see annex i)

accordingly submittted the Kisumu County Executive Quarterly Report and Financial
Statements for the period ended 30t September 2022.

The report was subsequently tabled in this House by the Majority leader Hon. Kennedy
Ookoon Tuesday, 25t October, 2022. Pursuant to the Standing Orders No. 193(5) Second
schedule, the Hon. Speaker directed that the report be committed to the Sectoral Committee

on Co-operative, Finance, Trade and Enterprise Development for legislative processing and
reporting.

This Quarterly Reports and Financial Statements presents budget execution status covering the
period 1% July, 2022 to 30* September, 2022 with comparative actual achievements and
budget amounts for the previous Financial Year 2021/2022. Further it contains the Revenue

Performance, both locally generated and an equitable share from the National Government

Lastly, the committee has herein comprehensively considered the Kisumu County Quarterly
Report and Financial Statements for the period ended 30* September, 2022 and presents this

documentation as the committee report for consideration by the House.
1.2  Committee Mandate

Hon. Speaker,

The Sectoral Committee On Co-Operatives, Finance, Trade And Enterprise Development is

established pursuant to the County Assembly of Kisumu Standing Order 193 (5) and is
mandated to:-
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i). Investigate, inquire into, and report on all matters relating to the mandate,

management, activities, administration, operations and estimates of the assigned

departments:

ii). Study the program and policy objectives of departments and the effectiveness of the

implementation;

iii). Study and review all County legislation referred to it;

iv).Study, assess and analyze the relative success of the departments as measured by the

results obtained as compared with their stated objectives;

v). Investigate and inquire into all matters relating to the assigned departments as they may

deem necessary, and as may be referred to them by the County Assembly;

vi). To vet and report on all appointments where the Constitution or any law requires the

County Assembly to approve, except those under Standing Order 185 (Committee on

Appointments); and

vii).

possible, including recommendation of proposed legislation.

1.3 Committee Membership

Make reports and recommendations to the County Assembly as often as

Hon. Speaker,

As is currently constituted, the sectoral committee on Co-Operatives, Finance, Trade And

Enterprise Development is comprised of the following members;
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Secretariat

1. Edwin Omollo - Committee Clerk
2. Moses Orwa - Clerk Assistant

3. Brenda Chasi - Clerk Assistant

4. Zablon Otiende - Hansard

5. Abraham Odegi - Sergeant-at-Arms

1.4  Acknowledgement

Hon. Speaker,

It is now my privilege and pleasure on behalf of the Committee to convey my gratitude to all
Members of the Committee for their valuable input throughout its proceedings. The
Committee equally extends appreciations to its members for taking their time out of their busy
schedule to participate robustly during the interrogation and scrutiny of this Quarterly Report

and Financial Statements.

The Committee also appreciates the office of the Speaker and Clerk of the County Assembly
for providing a conducive atmosphere to prepare this report. To our Secretariat and the

technical staff who tirelessly worked through to make this exercise a success, | applaud you.

It is now my privilege to table this report before this House for consideration and adoption.

HON. CARREN AJWANG
CHAIRPERSON, COOPERATIVES, FINANCE, TRADE AND ENTERPRISE DEVELOPMENT

COMMITTEE
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2.0 REVIEW OF THE QUARTERLY REPORT AND FINANCIAL STATEMENTS FOR THE
PERIOD ENDED 30* SEPTEMBER, 2022

2.1  TERMS OF REFERENCES OF THE COMMITTEE

Hon. Speaker and Hon. Members,

In order to comprehensively review the quarterly report and the financial statements as
committed to the committee, the Committee set out a specific approach in which it clearly
spelt out specific terms of reference to guide its operations. The terms of reference with

regards to the analysis were as follows;

i. To establish the compliance with Section 164(4) of the PFM Act 2012, on submission
of financial reports,

ii. To establish receipts and payments during the Quarter ended 30* September, 2022

iii. To establish the budget utilization for both the development and recurrent
expenditures of the Assembly

iv. To examine in details the nature and behavior of the expenditure for the quarter

v. ldentify any significant details or information in the reports that may be of material

importance to this Honorable House.

2.2 LEGAL FRAMEWORK
Compliance with the Relevant Legal Provisions on Preparation of the Quarterly Reports and

Financial Statements;

1. The Committee was guided by the Provisions of Chapter 12 of the Constitution of
Kenya 2010 on public finance, Section 131 of the County Governments Act No.17 of
2012, section 166 of the PFM Act, 2012 and Standing Order No. 195 (5) and Second
Schedule of the Kisumu County Assembly Standing Orders to ensure that the Quarterly
Reports and Financial Statements met the required legal threshold.

The Committees Observations are as outlined below:

Table: 1 Compliance Matrix
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$/N | Legal Provision Compliance by the Executive | Committee
O

Recommendations

Legal Basis/Requirements of Preparation and Submission of the Quarterly Reports and
Financial Statements

Y. Section 166 (4)(a) of PFM | None Compliant The  County  Treasury

ACT, 2012 The CECM for Finance and | should adhere to the strict
The Quarterly Reports | Economic Planning submitted
and Financial Statements quarterly reports and Financial
be submitted to the | Statements on 2nd October,
Assembly not later one | 2022 hence not complying
month after the end of | with the timelines.
each quarter by the

timelines on submission of
the Quarterly Reports and
Financial Statements

County Treasury
2. Section 166 (2)(a) of PFM | Partial Compliance That the CECM. Finance
ACT, 2012 Non-Financial information in |and Economic Planning to

That  the accounting |the quarterly reports and | comply with the provisions
officer will ensure that the | Financial Statements are not | of (Section 166 (2a) of the

report contains | detailed and adequate PFM Act, 2012)
information on  the inconsideration  of  the
Financial and  Non- importance of the Non-
Financial performance of Financial Information in
the entity scrutiny of the reports

3. Section 166 (2)(b) of PFM | Compliant The  County  Treasury
ACT, 2012 should at all times be
That accounting officer compliant
will ensure that the report
is in form determined by
the accounting standards
board

4, Section 25 1 (a) & (b) of | Non-Compliant The County  Executive
the PFM Regulations, | The County Executive | pursuant to the Provisions
2015 Expenditure on Wages is at | of Section 25 1 (a) & (b) of
Expenditure on Wages |42.3% of the Total County |the PFM Regulations, 2015
and Benefits shall not | Budget to set a limit for the
exceed 25% of the Personal Emoluments and
County Government Submit to the Assembly for
Total Revenue Approval N

5. | Regulation No. 41 (2) of | Non-Compliant That the CFCM. anance
the PFM Act, 2012 The County has accumulated | and Economic Plannln&

7
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Debt service payments | debt over the past years to a | decentralize payment of
shall be a first charge on | total of Kshs. 2,416,382,474 pending bills to their
the County Revenue Fund Departments of origin and
and the Accounting the pending bills be paid as
Officer shall ensure this is first charge on the County
done to the extent Revenue Fund to ensure
possible that the County that the County does not
Government does not default on paying pending
default on debt payment bills

Source; Constitution of Kenya, 2010, County Government Act, 2012, PFM Act, 2012, and
PFM Regulations of 2015

Section 166 of the PFM Act, 2012 Stipulates as follows;

That,

(1) An accounting officer for a county government entity shall prepare a report for each
quarter of the financial year in respect of the entity.

(2) In preparing a quarterly report for a county government entity, the accounting officer shall
ensure that the report—

(a) Contains information on the financial and non-financial performance of the entity; and

(b) is in a form determined by the Accounting Standards Board.

(3) Not later than fifteen days after the end of each quarter, the accounting officer shall submit
the quarterly report to the County Treasury.

(4) Not later than one month after the end of each quarter, the County Treasury shall—

(a) Consolidate the quarterly reports and submit them to the county assembly:

(b) Deliver copies to the Controller of Budget, National Treasury and theCommission on
Revenue Allocation; and

(c) Publish and publicize them.

2.3 FIRST QUARTER FINANCIAL STATEMENTS (PERIOD ENDED 30™ SEPTEMBER,
2022)

Hon. Speaker,

In considering the financial statements for the 1% quarter of the Financial Year 2022/2023, the
Committee focused majorly on the following six major components of the Kisumu County

Executive Quarterly Reports;
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a) Receipts

The County Executive of Kisumu had the following major sources of money during thel”
Quarter of the financial year 2022/2023;

i). Exchequer releases

ii). County Own Generated Receipts

b) Payments

The money received from various sources was used to fund various expenditures listed below:

c)
d)

g)

i). Compensation of employees

ii). Use of goods and services

iii). Transfer to other Government units
iv). Acquisition of Assets

Statement of Cash Flows

Notes to the financial Statements

Bank Account Balances

Supporting schedule to the financial statements

Comparison of Budget and Actual Amounts/Budget Utilization (Development and

Recurrent)
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2.3.1 RECElPTS(REVENUE) AND PAYMENTS(EXPENDITURE) DURING THE QUARTER

a) STATEMENT OF RECEIPTS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022

Hon. Speaker,
As at 30" September,

table below:

2022, the County Government of Kisumu had receiptsas listed in the

Table 2: STATEMENT OF RECEIPTS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022

STATEMENT OF RECEIPTS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022

S/NO | ltem Amount (Kshs)
1. Exchequer Releases 642,091,142
2. County Own Generated Receipts 86,597,581
TOTAL RECEIPTS 728,688,723

Source: Kisumu County Treasury, 2022

Committee Observations

> The County Government recieved funding totalling to Kshs, 728,688,723 with own
source revenue standing at Kshs. 86,597,581 and the exchequer at Kshs. 642,091,142,
> The own source revenue of Kshs. 86,597,581 was generated as highlited below:

Table 3: Breakdown of OSR for the Period ended September, 2022

Cess 1,969,078
Land/Poll rate 5,385,646
Single/Business permits 9,439,902
Property rent 2,877,421 |
Parking fees 27.898.867
Market fees 13,610,030
Advertising 15,577,478
Public health service fees 233,400

10
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Physical planning and development 162,250

Miscellaneous

945,520
Others —Payroll revenue 8,497,989
Total 86,597,581

Source: Kisumu County Treasury, 2022

b) STATEMENT OF PAYMENTS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022
Mr. Speaker Sir,

Against the above, the County managed to spend the revenues raised in the 1t quater as
illustrated below;

Table 4: STATEMENT OF PAYMENTS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022

STATEMENT OF PAYMENTS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022
$/NO | Item Amount (Kshs)

1 compensation of employees 972,560,783

2. use of goods and services 183,941,761

3. transfer to other Government units 124,628,474

4, acquition of Assets 308,032,220
TOTAL RECEIPTS 1,589,163,238

Source: Kisumu County Treasury, 2022
Committee Observations
i). That Kshs. 972,560,783 was used for Compensation of Employees and further broken
down as follows:
> Basic salaries of permanent employees at Kshs. 790,600,572
> Basi_c wages of temporary employees at Kshs. 19,595,322
» Personal allowances paid as part of salary at Kshs. 162,364,889
ii). That Kshs. 183,941,761 was used to finance Use of Goods and Services and particular
spent as follows; Utilities, supplies and services at Kshs.4,820,112,Communication,

supplies and services at Kshs.25,000, Domestic travel and subsistence at
11
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Kshs.10,572,054, Hospitality supplies and servicesat Kshs. 9,318,180, Insurance costs at
Kshs.56,269,749, Office and general supplies and services at Kshs. 147,500, Fuel Qil
and Lubricants at Kshs.8,775,000, Other Operating Expenses at Kshs.93,958,588,
Routine maintenance — vehicles and other transport equipment at Kshs. 55,579.

iii). That Kshs. 124,628,474 was spent on Other Current Transfers Grants & Subsidies

iv). That Kshs. 308,032,220 was used for Acqusition of Assets i.e Construction of Roads at
Kshs. 60,000,000and Construction and Civil works at Kshs. 248,032,220.

v). That the County Government Total Payments of Kshs.1,589,163,238 for the 1 quarter
ended 30™ September, 2022 exceeded the Total Receipts of Kshs. 728,688,723 leading
to a deficit of Kshs. 860, 474, 515.

vi). That, an error of Kshs. 11 was realised between total payments reported by the treasury
agaisnt the reviewed figures by the Committee.

vii). There was inadequate provision of Non-Financial Information to justify the

Payments made above.

12
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2.3.2 STATEMENT OF ASSETS AND LIABILITIES AS AT 30™ SEPTEMBER. 2022
Hon. Speaker, the Statement of Assets and Liabilities as at 30w September, 2022 are as

follows:

Table 5: Statement of Assets and Liabilities as at 30t September, 2022

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances 663,262,618

Accounts Receivables 54,120,09(7
TOTAL FINANCIAL ASSETS 717,382,708
FINANCIAL LIABILITIES

Accounts Payables 38,509,523
NET FINANCIAL ASSETS 678,873,185

REPRESENTED BY

Fund balance b/fwd 1,258,207,092

Prior year adjustments 281,140,608
Surplus/Deficit for the period (860,474,515)
NET FINANCIAL POSITION 678,873,185

Source: Kisumu County Treasury, 2022

Committee Observations

> That, Financial Assets of the County totals to Kshs. 717,382,708arising from Bank
Balances at Kshs. 663,262,618 and Account Recievables at Kshs. 54,120,090 (more
details on bank balances and account recievables see annex ii).

> That, Financial Liabilities of the County totals to Kshs. 38,509,523being retention of

Monies.

13
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> That the fund balance brought forward for the County Government (Opening balance
for the current Financial Year) is totalling to Kshs. 1,258,207,092 (more details on the

fund balance brought forwardsee annex iii)

» The prior year adjustments amounted to Kshs, 281,140,608being hospital bank
balances.

> That the Statement of Financial Position of the County is balancing.

14
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2.3.3 STATEMENT OF CASH FLOWS FOR THE PERIOD ENDED 30™ SEPTEMBER, 2022

Mr. Speaker Sir and Hon. Members, the statement of Cash flows for the period ended 30"
September, 2022 is as outlined hereunder;

Table 6: Statement of Cash flows for the period ended 30t September, 2022

Receipts from operating income

Exchequer Releases 642,091,142
County Own Generated Receipts 86,597,581
Payments for operating expenses

Compensation of Employees 972,560,783
Use of goods and services 183,941,761
Transfers to Other Government Units 124,628,474
Total operating payments 1,281,131,018
Adjusted for:

Increase/(Decrease) in Accounts Payable 14,259,634
Other Adjustments-Changes in Prior year 281,140,608
Adjustments

Net cash flow from operating activities (257,042,053)
CASHFLOW FROM INVESTING ACTIVITIES

Acquisition of Assets 308,032,220
NET INCREASE IN CASH AND CASH (565,074,273)

EQUIVALENTS

Cash and cash equivalents at BEGINNING of 1,228,336,891

the Period
Cash and cash equivalents at END of the 663,262,618
period

—
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Committee Observation

That County reported a Cash and Cash Equivalents of Kshs. 663,262,618 at the end of the

period.

16
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2.3.4. BUDGET UTILISATION

Mr. Speake Sir and Hon. Members,

Budget utilization is the means by which all planned activities were delivered and

responsiveness will create the outcome for reporting by the end of the implementation

period. The statement below illustrates the budget utilization for the Quarter ended 30th

September 2022.

Table 7: lllustration of the budget utilization (recurrent and development combined) for the
Q1 ended 30th September 2022

Kshs Kshs Kshs %
RECEIPTS
Exchequer releases 7.,108.615,118 7.108.615,118 2e08
4 € il HUSOITE ) 642 091,142

Procsaeds from Domestic and 1,298,321,87 1.298.321.874
Foreign Grants 4
Transfers from Other 296,141,090 |  296.141.090
Government Entities
Proceed-s from Domestic 1,298.321,87 1.298.321.874
Borrowings 4
Cour?ty Own Generated 1.762,226,58 1.762.226.587 86.597.581 5
Receipts 7
Returned CRF issues 652,654,461 652,654,461
TOTAL “’”7’959’13 11,117,959,130 | 728,688,723 7
PAYMENTS

5 " ) 21
Compensation of Employees & 3306 92 4,739,766,965 | 972,560,783
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Kshs

Kshs Kshs %
Use of goods and services 1'838'89]'8§ 1,838,891,857 183,941,761 ke
Transfers to Other 1,770,085,66 7
Government Units 9 1,770,085,669 | 124,628,474
Other grants and transfers 205,000,000 | 205,000,000
Social Security Benefits 126,175,327 126,175,327
Acquisition of Assets 2’438'039'3; 2,438,039,312 | 308,032,220 8
ToTaL| M99 117,959,130 | 1.589.163.238 by

Source: Kisumu County Treasury, 2022

Committee Observations

The following observations were made on Utilization for Recurrent and Developmengt

Budget as at the period ended 30" September, 2022;

i). That averagely, receipts were utilized at 7%.

ii). That exchequer releases were utilized at 9%.

iii). That County Own Generated Receipts were utlized 5%.

iv). That total payments were averagely utilized 14%.

v). That total payments were avaragely utilised at 14%.

vi).That under payments, compensation of employees recorded the highest utlisation at

21%.

18
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