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1.0 CHAIRPERSON’S FOREWORD

Hon. Speaker,

On behalf of the Public Accounts and Investments Committee (PICPAC), and Pursuant to
Kisumu County Assembly Standing Orders 188, I wish to present to this House the report
of the Committee on the audited financial statements of Kisumu County Executive Car

Loan and Mortgage Scheme Fund for the financial years 2020/2021 and 2021/2022.

The County Assembly exercises oversight over County Government entities/investments
and their expenditure Pursuant to Article 185(3) of the Constitution of Kenya 2010,
through the Public Accounts and Investments Committee which, in turn, derives its

mandate from the County Assembly Standing Orders.

Article 229 (8) of the Constitution of Kenya, 2010, requires the County Assembly, within

three months after receiving an audit report, to debate, consider the report and take

appropriate action.

The Committee held 2 sittings during which it received both written and oral evidence
from the Accounting Officer on audit queries raised by the Auditor-General on the

financial statements of Kisumu County Car Loan and Mortgage Scheme Fund.

Honorable Speaker, I wish to register my appreciation to fellow Honorable Members of
the Committee, the Offices of the Speaker and the Clerk of the Assembly, Committee

Secretariat and the Office of the Auditor General for facilitation and technical support

that made the production of this report possible.

I also thank the management of Kisumu County Executive Car Loan and Mortgage
Scheme Fund for the improvement recorded in the management of the fund, honoring

committee invitations and submission of responses on time.

Special appreciation goes to the Hansard department for ensuring that all our meetings

with Accounting Officers are broadcasted live.

Honorable Speaker, on behalf of the Public Accounts and Investments Committee, I now
wish to table the report on the consideration of the Auditor General’s report on the

Financial Statements of the Kisumu County Executive Car Loan and Mortgage Scheme
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Fund for the years ended 30, June 2021 and 30, June 2022 and urge this House to adopt
it.

oooooooooooooooooooooooooooooooooooooooooooooooooooo

Hon. Ken Ouko

Committee Chairperson

1.1 Establishment and Mandate of the Public Accounts and Investments

Committee
Hon. Speaker,

The Public Accounts and Investments Committee is established under Standing Order
No. 188 of the Kisumu County Assembly Standing Orders and is mandated to undertake

the following functions;

i. Examination of the accounts showing the appropriations of the sum voted by the
County Assembly to meet the public expenditure and of such other accounts laid
before the House as the committee may think fit;

ii. Examination of the wo.rking of the Public Investments

iii. Examine the reports and accounts of the Public Investments and,

iv. Examine in the context of the autonomy and efficiency of the public investments,
whether the affairs of the public investments, are being managed in accordance

with sound financial or business principles and prudent commercial practices.
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1.2

The Committee as currently constituted comprises of the following Honorable Members,

Table 1: Committee Membership as at April 2023

Composition of the Public Accounts and Investments Committee

NO NAME POSITION
MEMBERS

1. Hon. Ken Ouko Chairperson

2 Hon. Geoffrey Warindu Vice Chairperson

3. Hon. Seth Okumu Member

4. Hon. Nancy Matara Member

5. Hon. Rueben Rakwach Member

6. Hon. James Were Member

7. Hon. James Omollo Member
SECRETARIAT

1. Austine Ochieng Committee Clerk

2. Chrispine Oguta Clerk Assistant

3. Patrick Okoyo Hansard Reporter

4. CPA Naboth Odero Internal Auditor

5. William Ogada Sargent-at-arm
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2.0 LEGAL FRAMEWORK & GUIDING PRINCIPLES

2.1 Legal Framework
Hon. Speaker,

The Committee was guided by the following legal instruments;

1. Constitution of Kenya 2010: Article 229 (4) of the Constitution of Kenya, 2010
requires the Auditor General, within a period of six months after the end of each
financial year, to audit and report, in respect of that financial year, on;

i.  The accounts of the National and County governments,
ii. The accounts of all funds and authorities of the National and County
governments,
ili.  Accounts of all courts,
iv. The accounts of every commission and independent office
established by this constitution,
v. The accounts of National Assembly, the Senate and the county
assemblies,
vi.  The accounts of the political parties funded from the public funds,
vii. The public debt and
vili. The accounts of any other entity that legislation requires the Auditor
General to Audit
Article 229(8) further states that “within three months after receiving an audit
report, parliament or county assembly shall debate and consider the report and
take appropriate action”.

1. Direct Personal Liability: Article 226(5) of the Constitution is unequivocal
that, if the holder of a Public Office or a political office, directs or approves the use
of Public Funds contrary to the law or instruction, the person is liable for any loss
arising from that use and shall make good, the loss, whether the person remains
the office holder or not.

2. Public Audit Act 2015; Section 7 mandates the Auditor General to: (i) Give
assurance on the effectiveness of internal controls, risk management and overall
governance at National and County Government; (ii) Undertake audit activities in
state organs and public entities to confirm whether or not public money has been
applied lawfully and in an effective way

3. Section 203(1) of the Public Finance Management Act, 2012 enacts that;
a public officer is personally liable for any loss sustained by a County Government
and is attributed to; (i) The fraudulent or corrupt conduct, or negligence of the
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officer or, (ii) The officer’s having done any act prohibited by Sections 196, 197, and
198

4. Public Finance Management Act, 2012: Section 149 (1) of the Public Finance
Management Act, 2012 which states that “An accounting officer is accountable to
the County Assembly for ensuring that the resources of the entity for which the
officer is designated are used in a way that is —

a) Lawful and authorized; and
b) Effective, efficient, economical and transparent”

2.2 Guiding Principles
Hon. Speaker,

In the execution of its mandate, the Committee was guided by Constitutional and
statutory principles on Public Finance Management.

These principles include the following;

Constitutional Principles on Public Finance: Article 201 of the Constitution of
Kenya 2010 provides for fundamental principles aimed at guiding all aspects of Public
Finance. It states that the principles are; inter alia;

i). Openness and Accountability including public participation in financial

matters;
ii). Public money shall be used in a prudent and responsible way; and
iii). Financial management shall be responsible and fiscal reporting shall

be clear.

The Committee considered these legal provisions and guiding principles as the basis for
holding to account public officers directly and personally liable for any loss of Public
Funds that may occur under their watch.
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3.0 REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF THE KISUMU COUNTY EXECUTIVE CAR LOAN AND
MORTGAGE SCHEME FUND FOR THE YEAR ENDED 30, JUNE 2021

Hon. Speaker,

CPA. Evans Otieno, the fund administrator and the Accounting Officer appeared before
the Committee on 8th June 2023 to adduce evidence on the Audited Financial Statements
of the Kisumu County Executive Car Loan and Mortgage Scheme Fund for the year ended
goth June 2021 and 30t June 2022 (The minutes and the submissions from the
Accounting Officer are annexed to this report). He was accompanied by Mr. Wilson

Abiero — Ag. Chief Officer as at the time of committee deliberations

The following officers represented the Office of the Auditor General in the Committee

meeting of 8th June 2023;

1. Mr. Samuel Chege -Auditor
2. Mr. Kennedy Oenga —Auditor

3.1 Basis for qualified opinion FY 2020/2021

3.1.1 Long Outstanding Loans
The statement of financial position and corresponding note 6 of the financial statement

reflect long term receivables from exchange transactions balance of Kshs. 10,000,729
which includes an amount of Kshs. 8,041,511 due from staff who have since left
employment and has remained unpaid since April, 2020 and earlier years. The
outstanding balance of Kshs. 8,041,511 comprise of Kshs. 2,216,164 which was secured by
log books and or title deeds and Kshs. 5,825,347 relating to the year 2016 which was not
secured by any collateral. Although the management has indicated that the outstanding
loans will be recovered from gratuity due to staff that have left employment, no proper
reason was given as to why the outstanding amounts have not yet been recovered in
accordance with Regulation 17 of Kisumu County Car and Mortgage Scheme Fund
Regulations, 2016 and Section 19 of the Kisumu County Car and Mortgage Scheme Fund
Regulations, 2016 which requires Management to reposes and sell the asset financed to
recover outstanding loan balances.
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In the circumstances, the recoverability of the outstanding loan balance of Kshs. 8,041,511

is in doubt.
Management Response

Of the secured amounts of Kshs. 2,216,164, we have fully recovered 1,660,434 with a
balance of 639, 195 to be recovered from Alice Moraa. Initially we had written to the
County Attorney to institute recovery procedures of the same through disposal of the
parcel of land. However, Alice Moraa had written to us of her intent to clear the balance
before 3oth June 2023 from the sale proceeds of her parcel of land. Loans advanced to the

CECs in the previous regime have been fully recovered from the gratuities dues as

tabulated below in line with section 14 (2) of the regulations.

S.NO | NAME (LOAN | AMOUNT | GRATUITY | BALANCE | STATUS
BENEFICIARY) RECOVERED
Secured Loan
1 Alice Moraa 1,400,562 | 761,367 639,195 | Partially recovered
2 John Obiero 815,602 | 869,067 0 Fully recovered
Total 2,216,164 | 1,660,434 639,195
1 Mr.  George | 1,504,435 | 1,504,434 |0 Fully recovered on
Onyaya 8/07/2022
2 Mrs. Elizabeth | 1,661,661 | 1,661,661 o Fully recovered on
Ogajah 8/07/2022
3 Mrs. Jenifer | 1,703,359 | 1,703,359 0] Fully recovered on
Atieno Kerre 14/07/2022
4 Mr. Stephen | 955,892 | 742,082 ) Fully recovered.
Orot 213,810 From gratuity
742,083 while
checkoff 213,810
Total 5,825,347 | 5,825,347
Grand Total 8,041,511 | 7,485,781 639,195
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Committee Observations

1. The management have fully recovered Kshs. 1,660,434 with a balance of Kshs. 639,

3.

195 to be recovered from Alice Moraa. On this balance, the management had
written to the County Attorney to institute recovery procedures of the same
through disposal of the parcel of land to which title the management holds.

Alice Moraa wrote to the management to inform them of her intent to clear the
balance before 30th June 2023 from the sale proceeds of a different parcel of land

That some loans were advanced without security

Committee Recommendations

1.

That the management of the Kisumu County Executive Car Loan and
Mortgage Scheme Fund submit to this Assembly a report on the
recovery of Kshs. 639,195 from Alice Moraa in a period of 90 days upon
adoption of this report.

That failure by Alice Moraa to clear the outstanding loan as per her
request letter, the accounting officer should dispose the said parcel of
land to recover the outstanding loan.

That failure by the accounting officer to recover the outstanding loan
from Alice Moraa as stated in 2 above, the County Executive Committee
member for Finance, Economic Planning and ICT immediately
initiates recovery of the amount of Kshs. 639,195 from the accounts
due to the accounting officer, Mr. Evans Otieno

That going forward, the management must adhere to The Kisumu
County (Car Loan and Mortgage Scheme Fund) Regulations,2016,
Regulation 19(1) ‘which states that where a borrower defaults in
repayment of the loan for a period of four consecutive months the
committee shall repossess and sell the property to another deserving
member or employee at the first instance and thereafter to any

willing buyer.
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5. That going forward, the fund management must ensure that all loans
are fully secured.

6. That this issue remains unresolved

3.1.2 Unsupported Prior Year Adjustments Balance

The statement of changes in net assets reflects prior year adjustment amount of Kshs.
935,628. However, Management did not provide for audit, any supporting
documentation to show the justification of the adjustment and why the adjustment was
not processed in line with IPSAS 3.

In the circumstances, the accuracy of the balance of accumulated deficit balance of Kshs.
10,645,325 could not be confirmed.

Management Response

Prior year adjustments generally relate to interest receivable that was being accounted for

incorrectly but has now been corrected as per the attached

Committee Observations

The Office of the Auditor General confirmed that they had verified the documents

provided and that the correction had been made by the management
Committee Recommendations

That this matter is resolved

3.1.3 Unresolved prior year matter
In the audit report of the previous year, several issues were raised under the report on

financial statement, report on lawfulness and effectiveness in use of public resources.
However, the management has not resolved the issues or given any explanation for failure

to adhere to the provision of the Public Sector Accounting Standard Board templates.

Management Response

This was an oversight which has been corrected in the subsequent financial year financial
statements.

Committee Observations
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The Officers from the Office of the Auditor General confirmed that the error had been

corrected in the subsequent financial years

Committee Recommendations

That this matter is resolved

3.1.4 Inadequate Capital of the Fund ‘

The statement of changes in net assets reflects revolving fund balance of Kshs. 32,295,000
as at 30th June, 2021 which is less than the minimum amount of Kshs. 127,705,000. The
Fund capital has further been depleted from Kshs. 32,295,000 to Kshs. 21,649,113 as a
result of an accumulated deficit which stood at Kshs. 10,645,887 as at 30th June, 2021.
The Fund may not be in a position to process loan applications as outlined in Regulations
14 (4) of the Fund regulations.

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

We acknowledge the fact that the fund is underfunded which is attributable to budgetary
and financial constraints. However, the county factored in the supplementary budget an

amount of Kshs. 20M which was to be utilized to finance loan applications.

Committee Observations

1. The Fund remains underfunded contrary to the Kisumu County (Car Loan scheme
fund) regulations 2016

2. That county factored in the supplementary budget of FY 2022/2023, an amount of
Kshs. 20M which was to be utilized to finance loan applications.

Committee Recommendations

That this issue remains unresolved.
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4.0 REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF THE KISUMU COUNTY EXECUTIVE CAR LOAN

AND MORTGAGE SCHEME FUND FOR THE YEAR ENDED 30, JUNE
2022.

4.1 Basis for Qualified opinion

4.1.1 Unsupported cash and cash equivalents
The statement of financial positions reflects cash and cash equivalents balance of kshs.

16,273,159 as disclosed in Note 5 to the financial statements. However, the bank
reconciliation statements reflect receipt in cashbook but not in the bank statement

totaling kshs. 5,354,093 out of which an amount of kshs. 242, 640 was not supported with
relevant documents.

In circumstances the accuracy and completeness of the cash and cash equivalent balance
of kshs.242, 640 could not be confirmed.

Management Response

The amount of kshs.242, 000 as reflected in the attached bank statement relates to partial
gratuity recovery from Stephen Orot.

Committee Observations

1. The supporting documents had been provided to the auditors as at the time of
committee deliberations

2. The Management had not been provided with the bank statement as at the time of
audit

3. The Auditors confirmed verification of the same

Committee Recommendations
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