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COUNTY ASSEMBLY OF KISUMU
THE HANSARD

Official Report

THIRD ASSEMBLY — THIRD SESSION

Thursday 26™ September, 2024
House met in the Main Chamber at 2:30 p.m.
(The Speaker (Hon. Elisha Jack Oraro) in the Chair)

PRAYER

The Speaker (Hon. Oraro): Honourable Members, | direct the Serjeant-at-Arm to ring the

quorum bell for the first five minutes.
(Quorum bell rang for five minutes)

The Speaker (Hon. Oraro): Again, Honourable Members, I have noticed that we still don’t have
the required quorum and direct that the Serjeant-at-Arm to ring the quorum bell for further five

minutes.
(Quorum bell rang for further five minutes)

The Speaker (Hon. Oraro): We now have quorum. | direct that the Serjeant-at-Arm to stop
ringing the quorum bell. Clerk, take us through the Order Paper of today.

The Speaker (Hon. Oraro): Next order!!
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MOTION

REPORT OF THE AUDITOR GENERAL'S ON THE FINANCIAL STATEMENTS OF
KISUMU COUNTY EXECUTIVE CAR LOAN AND MORTGAGE SCHEME FUND FOR
THE FINANCIAL YEAR 2022

BY
HON. GEOFFREY WARINDU, MCA, MIWANI
(VICE-CHAIRPERSON, PUBLIC INVESTMENTS AND ACCOUNTS COMMITTEE)
(Moved by Hon. Warindu on behalf of Hon. Ooko)

The Speaker (Hon. Oraro): Honourable Members, | have got a letter here from Honourable
Kennedy Ouko, Chairperson, Select Committee of PIC/PAC delegating these duties to
Committee Vice-Chairperson, Hon. Geoffrey Warindu.

The Speaker (Hon. Oraro): Hon. Warindu, the floor is yours.

Hon. Warindu (MCA, Miwani): Thank you so much Mr. Speaker. | rise to move a motion on
the House Committee report on the Examination of the Report of the Auditor General on the
Financial Statement of the Kisumu County Car Loan and Mortgage Scheme Fund for the year
ended 30th June 2023. On behalf of the Public Accounts and Investment Committee and Kisumu
County Assembly Standing Orders No. 188, | wish to present to this House the report of the
Committee of the Audited Financial Statement of Kisumu County Executive Car Loan and
Mortgage Scheme Fund for the financial year 2022-2023.

The County Assembly exercises oversight over county government entities stroke investment
and their expenditure pursuant to Article 185 (3) of the Constitution of Kenya 2010 through the
Public Accounts and Investment Committee which in turn derive its mandate from the County
Assembly Standing Orders. It is instructive that 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 two sittings during which it received both written and oral evidences from
the Accounting Officers on audit queries raised by the Auditor General on the financial statement
of Kisumu County Car Loan and Mortgage Scheme Fund for the financial year 2022-2023.
Honorable Speaker, | wish to register my appreciation to the Honourable Members of the
committee, the Office 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 want to thank the Management of Kisumu County Executive Car
Loan and Mortgage Scheme Fund for the improvement recorded in the scheme fund and
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honouring committee invitation and submission of responses on time. Special appreciation goes
to the Hansard Department for ensuring that all our meetings with the accounting officers are
broadcasted live.

Honourable Speaker, CPA Evans Otieno, Fund Administrator and the Accounting Officer
appeared before the Committee on 20 September 2024 to adduce evidence on the audited
financial statement of the Kisumu County Executive Car Loan and Mortgage Scheme Fund for
the year ended 30 June 2023.

The following officers represented the Office of the Auditor General in the Committee meeting
of 20 September 2024. Mr. Kennedy Ongoi, Deputy Director and Mr. David Mutunga, Auditor.

Basis for qualified opinion; The Auditor General flagged the following issues in the financial
statement of the Kisumu County Executive Car Loan and Mortgage Scheme Fund for the year
ended 30 June 2023. The first issue that was flagged was long outstanding loans. Under long
outstanding loans, the statement of financial position and as disclosed in Note 6 to the financial
statement reflect long-term receivables from exchange transactions balances of Ksh 21,823,104.

A review of the ledgers and beneficiaries’ files revealed that Ksh 861,268 Kenyan shillings of
the outstanding balances amounts relates to five employees who have since left employment and
have remained outstanding since October 2019. This is contrary to Regulations 17 and 19 of the
Kisumu County Government Car Loan and Mortgage Scheme Fund 2016 which states that
where a borrower defaults in repaying the loan for a period of four consecutive months, the
committee shall repossess and sell the vehicle to another deserving member of employee at first
instance and thereafter to any other willing buyer. As at the time of the audit in November 2023,
the principal and accrued interest outstanding was cleared by one of the loanees, leaving an
outstanding balance of Ksh 179,592.

In addition, no provision for bad and doubtful debts for these receivables have been provided in
the financial statement.

On this, the observation was that the accounting officer failed to enforce Regulations 17 and 19
of the Kisumu County Government Car Loan and Mortgage Scheme Fund Regulations 2016
which states that where a borrower defaults in repaying the loan for a period of four consecutive
months, the committee shall repossess and sell the vehicle to another deserving member of
employee at first instance and thereafter to any other willing buyer.

Due to non-adherence to Regulations 17 and 19 of the Kisumu County Government Car Loan
and Mortgage Scheme Fund Regulations 2016, the fund had an outstanding loan balance of Ksh
79,592 that despite the outstanding loan balance of Ksh 179,592 no provision for bad debts and
doubtful debts for these receivables were provided in the financial statement.
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Recommendations for that were as follows that in future the accounting officer must implement
Regulations 17 and 19 of the Kisumu County Car Loan and Mortgage Scheme Fund Regulations
2016 where applicable. Recommendation number two for that was that, in future the accounting
officer must ensure full provision for bad and doubtful debts in the financial statement
particularly where the fund has outstanding loans. That was for the first issue.

For the second issue, there were only three issues, Honorable Members, for the second issue we
had inadequate fund capital and on inadequate fund capital, this is what we had, Regulation 5 of
the Kisumu County Car Loan and Mortgage Fund Scheme Regulation 2016 stated that the fund
shall consist of Ksh 60 million and Ksh100 million for car loan and mortgage respectively, all
amounting to Ksh160 million. However, the County Government of Kisumu has injected only
Ksh 47 million since the inception of the fund. Further, the statement of changes in the net assets
reflect revolving fund balance of Ksh 47,295,000 as of 30 June 2023 which results to shortfall of
Ksh 112,705,000. In the circumstances, management was in breach of law.

The committee observation on this was that contrary to Regulation 5 of the Kisumu County Car
Loan and Mortgage Fund Scheme Regulation 2016 which states that fund shall consist of Ksh 60
million and Ksh 100 million Kenyan shillings for car loan and mortgage respectively, all
amounting to Ksh 160 million, the County Government of Kisumu had only injected Ksh 47
million since the inception of the fund. The second observation was that through the letter dated
27" October 2023, the management had written to the County Executive Committee Member for
Finance, Economic Planning and ICT requesting the disbursement of an additional Kshs 113
Million to address the capital. On the same, we had a recommendation on that the Accounting
Officer make budgetary provision for Kshs 113 Million balance in the next Financial Year.

Hon. Speaker, the last issue that was flagged was; Lack of Internal Audit Review. On that, this is
what the committee was presented to;

1) THAT, during the year under review, there was no Internal Audit Review of funds
activities contrary to the regulation 153 (c) of the Public Finance Management
Regulations 2015, which requires that the Internal Auditor should review the
effectiveness of the financial and the non-financial performance management system of
entities. In the absence of the constant reviews by the Internal Audit Unit, the
effectiveness of the internal control and risk management in relation to the fund could not
be confirmed.

The committee observation on this was; during the FY 2022/ 2023, NO Internal Audit Review
was conducted for the fund. This is contrary to regulation 153 (1) (c) of the Public Finance
Management Regulations 2015 which requires the Internal Auditor to review the effectiveness of
the financial and non-financial performance system of the entities.

2) THAT the management cited limited human technological resources as the reason for not
including the annual work-plan for the middle for the year under review.
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3) THAT through a letter dated 30™ May, 2024, the head of Internal Audit Unit brought for
the management of the fund informing the management of the plan to review the
operation of the fund for the FY 2022/ 2023.

4) THAT the Accounting Officer provided evidence of review of the fund in the FY 2022/
2023.

The Committee Recommendations were;

i THAT going forward, the management must adhere to regulation 153 (1)(c) of the
Public Finance Management Regulations 2015 2015 which requires the Internal
Auditor to review the effectiveness of the financial and non-financial performance
system of the entities.

il THAT the County Executive Committee Member for Finance, Economic Planning
and ICT consider allocation of human and technological resources to the Internal
Audit Department to ensure full coverage of the County Government Entities.

iii. THAT this matter was resolved.

Hon. Speaker, we only had three issues that were flagged and almost all of them were resolved
by the executive. | hereby request that this House adopts this report by the PIC/PAC Committee
on the consideration of the Auditor General’s report Executive Car Loan and Mortgage Scheme
considering that they had a qualified opinion for the year dated June 2023. | want to call upon
Hon. James Omollo to second the report. Thank you.

(Hon. Omollo bowed in seconding the Motion)

The Speaker (Hon. Oraro): Honorable Members, now that the motion on adoption of the Report
of the Select Committee of PIC/PAC on the Examination of the Auditor General's report on the
Financial Statements of the Kisumu County Executive Car Loan and Mortgage Scheme Fund
Financial Year 2022-23 have been moved, seconded.

As per our Standing Orders, | want to propose a question. | propose that the motion on Adoption
of the Report of the Select Committee of PIC/PAC on the Examination of the Auditor General's
Report on the Financial Statements of the Kisumu County Executive Car Loan and Mortgage
Scheme Fund Financial Year 2022-23 is open for debate.

The Speaker (Hon. Oraro): Yes Honourable James Were.

Hon. Were (MCA, Nyalenda “B”): Thank you Mr. Speaker. I rise to support the motion. Mr.
Speaker, going by the observation and recommendation of the report, | want to commend the
Select Committee of PICPAC for having done a thorough work. Mr. Speaker, there are
recommendations that have been put forward that there is need for the management to adhere to
the PFM Act that is stated.
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Mr. Speaker, if that is adhered to, we shall ensure that whatever Acts that are put in place are
followed to the latter so that they can benefit the public and members. This Car and Mortgage
Scheme, if managed according to what was proposed in the Act, Mr. Speaker, | believe that all
our members, the members of the Executive, the majority of them shall have benefited from that
program. Mr. Speaker, you find that the County Executive has only ploughed Ksh 47 million
towards that scheme, but the Regulation requires that they were supposed to put around Ksh 160
million towards this scheme.

Mr. Speaker, | don't see the reason why they cannot bridge the gap and pay the full amount so
that the majority of our people can benefit. Mr. Speaker, if this Assembly can put them to task to
ensure that what is provided in the Car and Mortgage Act is followed, then I believe all shall
work well and we shall have prudent management of that fund. Otherwise, | beg to support.
Thank you Mr. Speaker.

The Speaker (Hon. Oraro): Honourable Obaso.

Hon. Obaso (Nominated Member): Thank you Mr. Speaker. From this report we can see prudent
management of county resources and these people have followed the financial regulation that
guides management of funds which in my belief is a good thing.

Mr. Speaker, the only issue that we can encourage them is to put more stringent measures so that
we don't lose money from defaulters. Moving forward, much more stringent measures should be
put in these Car and Mortgage and other funds. We equally propose to encourage other
departments which involve funds to set this as an example so that we can emphasize on proper
management of public funds. Thank you Mr. Speaker, | support.

The Speaker (Hon. Oraro): Honourable Samuel Onyango.
Hon. Onyango (MCA, Railways): May | call the mover to reply?
The Speaker (Hon. Oraro): I'm not seeing any member on his feet, so Hon. Warindu reply.

Hon. Warindu (MCA, Miwani): Thank you so much Mr. Speaker. Let me take the opportunity
to give a reply. First, I really want to thank the Members for going through the report. 1 hope you
had the time to go do so since it was sent in our walls by yesterday, if I'm not wrong. And thank
you so much for going through the report and having been satisfied with what this House
Committee has presented. The management was there and implemented the recommendations
that have been given from the report so as to make more improvement in the management of the
public fund that is given.

Additionally, the recommendation highlights that the County Executive must comply with
Regulation 5 of the Kisumu County Car Loan and Mortgage Fund Scheme, which stipulates that
the fund requires Kshs 160 million shillings for proper management. According to the report,
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only Kshs 47 million shillings has been allocated so far, leaving a shortfall of Kshs 113 million,
which is still being requested to meet the regulation’s requirements.

Mr. Speaker, | trust the management will find it appropriate to allocate the additional funds,
ensuring the full functionality of this scheme. To Honourable Obaso, | must emphasize that the
management must comply with the regulations. We have dealt with numerous reports that have
garnered Adverse Opinions, but this particular fund has received a Qualified Opinion, which
indicates that its management adhered to most provisions of the Public Finance Management
Act. However, we still urge them to implement the recommendations to further improve their
standing and achieve a fully Qualified Opinion in future reports. As a House Committee, we also
urge other entities managing public funds to strictly follow the provisions of that Public Finance
Management Act in order to enhance their outcomes and improve their financial reporting.

Otherwise, Mr. Speaker, |1 want to thank the House and the Honourable Members for having
taken their time to go through the report. I reply, thank you.

The Speaker (Hon. Oraro): Honourable Members, now that the motion on Adoption of the
Report of the Select Committee of PIC/PAC on the Examination of Auditor General’s Report on
the Financial Statement of Kisumu County Executive Car Loan and Mortgage Scheme Fund
Financial Year 2022/2023 has been moved, seconded, and debated, |1 now want to put a question
on the adoption of the same.

(Question put and agreed to)
The Speaker (Hon. Oraro): Honourable Members, the motion on Adoption of the Report of the
Select Committee of PIC/PAC on the Examination of Auditor General’s Report on the Financial
Statement of Kisumu County Executive Car Loan and Mortgage Scheme Fund Financial Year
2022/2023 has been adopted today, Thursday, 26th September, 2024 at 15:06 hours. | direct that

the recommendation of the same report be communicated to the right departments for action.

The Speaker (Hon. Oraro): Next order!

ADJOURNMENT
The Speaker (Hon. Oraro): Honourable Members, you can remain upstanding, Honourable
Members. There being no other business in the order paper, this House stands adjourned until

Tuesday, 01st October, 2024 at 2.30pm.

(House rose at 15:07 p.m.)
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Addendum

Hansard Team

Zablon Otiende - Senior Hansard Reporter (Acting Editor)

Edward Odanga Hansard Reporter

Fanuel Okode

Hansard Reporter

Patrick Okoyo Hansard Reporter

Jesca Otieno - Hansard Reporter

Jacklyne Otieno Hansard Reporter

Valery Achieng’ Hansard Reporter

Jactone Obonyo - Attache’
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