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COUNTY ASSEMBLY OF KISUMU
THE HANSARD

Official Report
THIRD ASSEMBLY - THIRD SESSION
Tuesday 12" November, 2024

House met in the Main Chamber at 02:30 p.m.

(The Speaker (Hon. Elisha Jack Oraro) in the Chair)
PRAYER

The Speaker (Hon. Oraro): Honourable Members, | direct that the quorum bell be rung for the
first five minutes. Now that the Leader of Majority or the Whip is not yet in, | appoint Hon. Tom
Nyaoke to whip Members to come in. Again, no Member shall leave the House when the quorum
bell is being rung.

(Quorum bell rung for the first five minutes)

The Speaker (Hon. Oraro): Clerk take us through the order of the day.
COMMUNICATION FROM THE CHAIR

The Speaker (Hon. Oraro): Honourable Members, | have two communications to make. Number
one, | want to request that tomorrow Wednesday, the 13th of November, 2024 after the afternoon
session, we converge here for kamukunji. It will take maybe a few minutes. I'm seeing the Leader
of Majority here. We have given notice, maybe as leaders we can meet after this
session. Immediately after this session, we'll meet as leadership, but tomorrow, after the
afternoon session, we can meet in a small kamukunji.
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Honourable Members, | also want to convey that we received sad news on the demise of the
Chairman, Kisumu County Public Service Board, who passed on today in the morning, and being
the Chair of Public Service Board, who works with the Kisumu County Government, where we
both belong. Also remember that the founder, Clerk of this Assembly, one, Mr. Julius Otiende,
who is the husband of the current Chief Executive Officer of the Kisumu County Revenue
Board, Madam Benta, equally passed on. Let us observe one minute of silence for them.

(Members observe a minute of silence)
The Speaker (Hon. Oraro): May their soul rest in peace.
The Speaker (Hon. Oraro): Next order!!
STATEMENT HOUR
The Speaker (Hon. Oraro): The Honourable Leader of the Majority.

Leader of Majority (Hon. Ooko. MCA, Ahero): Thank Honourable Speaker. | rise pursuant to
Orders No. 42 (c), which gives me an opportunity to present and lay on the table of the County
Assembly a statement informing the Members of the business coming before the House on the
following week.

Honourable Speaker, this is therefore to bring to the attention of Members and the County
Assembly that for the week commencing Wednesday, 13" November 2024, to Tuesday, 19"
November 2024, the Select Committee on Assembly House Business at its last meeting approved
the following tentative business to appear in the order.

Wednesday, 13" November 2024, at 9:00 a.m.,
PAPERS TO BE LAID,
The Leader of the Majority will lay on the table of the County Assembly the following papers;

1. Kisumu County Executive Quarterly Report and Financial Statements for the period
ended 30 September 2024.

2. Kisumu County Revenue Fund Quarterly Report and Financial Year ended 30 September
2024. Three, Kisumu County Assembly Report and Financial Statements for the financial
year ended 30 June 2024.

SUBSTANTIVE BUSINESS,

The Chairperson Finance and ICT Committee, Honourable Caren Odhiambo will move a motion
for adoption of the Committee Report and Consideration of the Kisumu County Executive
Quarterly Report and Financial Statements for the period ended 31% March 2024 and Kisumu
County Revenue Fund Report and Financial Statements for the period ended 31 March 2024.
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Wednesday, 13" November 2024, at 02:30 p.m.,
STATEMENTS TO BE SOUGHT

1. Honorable Regina Kizito intends to seek a statement from the Chairperson of Medical
Services, Public Health and Sanitation Committee regarding the Growing Mental Health
Challenges within Kisumu County, specifically the rising cases of Post-traumatic Stress
Disorder and Depression.

2. Honourable Joachim Oketch intends to seek statements from, one, the Chairperson of
Finance and ICT on the matter of disposal of movable assets in the county.

3. The Chairperson of Labor and Social Welfare Services Committee on Compliance with
Section 80 of the Public Service Commission Act 2017 and Regulations 71 of the Public
Service Commission's Regulations 2020 by the County Public Service Board on the
Mandatory Retirement Age provisions.

4. Honourable Frederick Adonija Odari intends to seek a statement from the Chairperson of
Agriculture, Fisheries, Livestock Development and Irrigation Committee regarding the
Schedule of the use of Ploughing Tractors Purchased by the County Government of
Kisumu.

5. The Chairperson of Sports, Culture and Youth Affairs Committee, Honourable Nancy
Matara, will move a motion for Adoption of the Report on the Status of various Cultural
Sites and Football Pitches within the county.

Thursday, 14™ November 2024, at 02:30 p.m.
SUBSTANTIVE BUSINESS

The Chairperson of PICPAC, Hon. Kennedy Ouko, will move a motion for the adoption of the
committee report on the examination of the Auditor General's report on the financial statements
of Kisumu County Social Health Insurance Fund, Financial Years 2020-2021, 2021-2022, and
2022-2023.

Tuesday, 19" November 2024, at 02:30 p.m.
STATEMENTS

The Leader of the Majority of Issued Statements, Personnel to Orders No. 41, to see on the
business coming before the commencing on Wednesday, 20 November 2024, and the

STATEMENTS

The Chairperson of PICPAC Committee, Hon. Kennedy Ouko, will move a motion for the
Adoption of the Committee report on the Examination of the Auditor General's Report on the
Financial Statements of Kisumu County Executive Financial Year 2021-2022. Thank you,
Honourable Speaker.
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The Speaker (Hon. Oraro): Next Order!!

MOTION
REPORT OF THE SELCT COMMITTEE ON PUBLIC INVESTMENTS AND PUBLIC
ACCOUNTS (PIC/PAC) ON THE EXAMINATION OF THE AUDITOR GENERAL’S
REPORT ON THE FINANCIAL STATEMENTS OF KIWASCO FY 2022/2023

BY
HON. KENNEDY OUKO, MCA, WEST KISUMU
(CHAIRPERSON, PIC/PAC COMMITTEE)

The Speaker (Hon. Oraro): Honourable Members, | have a letter designating Honourable James
Omollo to move the Motion on behalf of Honourable Ken Ouko. Honourable Omollo, please
proceed.

Hon. Omollo (MCA, West Nyakach): Thank you Mr. Speaker, | rise to move a Motion on the
report of the Select Committee on Public Investments and Public Accounts on the Examination

of the Auditor General’s Report on the Financial Statements of Kisumu Water and Sewerage
Company (KIWASCO) for the Financial Year ended 2022/2023.

Mr. Speaker and Honourable Members, on behalf of the Public Accounts and Investments
Committee (PICPAC), and Pursuant to Kisumu County Assembly Standing Orders 188, | wish to
present to this House the report of the Committee on the audited financial statements of Kisumu
Water and Sewerage Company Limited, Financial year 2022/2023.

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.

It’s 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.

Mr. Speaker and Honourable Members, 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 Water and Sewerage Company Ltd, FY
2022/2023.
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Mr. Speaker and Honourable Members, | wish to register my appreciation to fellow Honorable
Members of the Committee, the Offices of the Speaker and the Clerk of the Assembly, the
Committee Secretariat, and the Office of the Auditor General for the facilitation and technical
support that made the production of this report possible.

| also thank the management of Kisumu Water and Sewerage Company Ltd for honoring
committee invitations and timely submission of responses.

Special appreciation goes to the Hansard department for ensuring that all our meetings with
Accounting Officers are broadcast live.

Honorable Speaker, on behalf of the Public Accounts and Investments Committee, | now wish to
table the report on the consideration of the Auditor General’s report on the Financial Statements
of the Kisumu Water and Sewerage Company Ltd, for the year ended 30, June 2023 and urge
this Honorable House to adopt it.

Establishment and Mandate of the Public Accounts and Investments Committee

Mr. Speaker and Honourable Members, 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 working 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.

Composition of the Public Accounts and Investments Committee
The Committee as currently constituted comprises the following Honorable Members,

Table 1: Committee Membership as of November 2024

NAME POSITION
MEMBERS
1. | Hon. Ken Ouko Chairperson
2. | Hon. Geoffrey Warindu Vice Chairperson
3. | Hon. Seth Okumu Member
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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 Officer

4. | Faith Judith Sargent-at-arm

5. | Wycliffe Owade Researcher

6. | CPA Naboth Odero Internal Auditor

7. | CPA Mollen Achayo Fiscal Analyst

8. | CPA Charles Ageng’o Internal Auditor

Legal Framework & Guiding Principles

Legal Framework
Mr. Speaker and Honourable Members, 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,
iii.  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

viii.  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
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action”.

2. The Committee also relied on Article 226(5) of the Constitution of Kenya, 2010 which
provides that if the holder of a public office, including a political office, directs or
approves the use of public funds contrary to law or instructions, the person is liable for
any loss arising from that use and shall make good the loss, whether the person remains
the holder of the office or not.

3. Public Audit Act 2015; Section 7 of Public Audit Act 2015 mandates the Auditor General
to (i) Give assurance on the effectiveness of internal controls, risk management, and
overall governance at National and County Governments; (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

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
Mr. Speaker and Honourable Members, in the execution of its mandate, the Committee was
guided by core Constitutional and statutory principles on Public Finance Management.

These principles include the following;

1. 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.

2. Obligations of the Accounting officer;

i). Article 262(2) of the Constitution of Kenya 2010 which provides that; The
Accounting officer of a national public entity is accountable to the national
assembly for its financial management, and the accounting officer of a county
public entity is accountable to the county assembly for its financial management.

if). Section 149(1) of the Public Finance Management Act 2012 provides that; an
accounting officer is accountable to the County Assembly for ensuring that the
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resources of the entity for which the officer is designated are used in a way that
is; (i) Lawful and authorized and; and (ii) Effective, efficient and transparent
3. 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. In the
same spirit,

4. 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;
(1) The fraudulent or corrupt conduct, or negligence of the officer or, (ii) The officer’s
having done any act prohibited by Sections 196, 197, and 198

Mr. Speaker and Honourable Members, the Committee considered these legal provisions as the
basis for holding accounting and public officers directly and personally liable for any loss of
Public Funds that may have occured under their watch.

REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF KISUMU
WATER AND SEWERAGE COMPANY LTD FOR THE YEAR ENDED 30, JUNE 2023

Mr. Speaker and Honourable Members, Mr. Thomas Odongo, the Project Manager, and the
Accounting Officer appeared before the Committee on 4™ October 2024 at 0900hrs to adduce
evidence on the Audited Financial Statements of the Kisumu Water and Sanitation Company
Limited for the year ended 30, June 2023. The following also appeared before the committee
together with the Project Manager;

1. Nicholas Moseti- Accountant
2. Maureen Ondeng’ — KIWASCO Officer

The following officers represented the Office of the Auditor General in the meeting on 4"
October 2024 at 0900hrs;

1. Mr. Kennedy Ongoi — Office of the Auditor General

2. Ms. Daisy Mukoya — Office of the Auditor General

Basis for Qualified Opinion
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3.1 Un-supported Borrowings

The statement of financial position and as disclosed in Note 36 to the financial statements
reflects a non-current borrowings balance of Kshs. 100,797,098 and a current borrowings
balance of Kshs. 10,038,002. However, the loan agreements, loan confirmations and statements
with details of terms and conditions including rate of interest charged was not provided for audit
review.

In the circumstances, the accuracy, existence and completeness of the non-current borrowings of
Kshs. 100,797,098 and current borrowings of Kshs. 10,038,002 could not be confirmed.

Management Response

Loan agreements for the mortgage for the construction of headquarters and loan for Asset
finances indicating the terms of the facilities including interest rates and tenures were provided
for auditors for confirmation. Copies are hereby attached plus the loan statements showing the
outstanding balances as at the end of June 2023. From the loan statements, we expect to pay
Kshs. 10,038,002 within one year while the balance of Kshs. 100,380,018 is payable for a period
of more than 1 year (12 months). The estimates are based on the original loan outstanding and
interest rates charged in the agreements. The estimates may not be accurate due to the changes
in interest rates occasioned by the unpredictable economic conditions in the country. (KIWASCO
1)

Committee Observations

1. That the management failed to provide loan agreements, loan confirmations, and
statements with details of terms and conditions, including interest rates charged, to the
auditors during the time of audit

2. That by not providing these documents on time, the management violated Section 62(b)
of the Public Audit Act, 2015, which requires timely submission of documents to
auditors.

3. That at the time of committee deliberations, the required documents had been provided to
the auditors for verification

Committee Recommendations

1. That going forward, the management must adhere to Section 62(b) of the Public Audit
Act, 2015, on the timely provision of documents to the auditors.
2. That the matter is resolved
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3.2 Unsupported Customer Deposits and County Government Contribution

The statement of financial position and as disclosed in Note 39 to the financial statements
reflects trade and other payables — non-current liabilities balance of Kshs. 167,994,612 out of
which a balance of Kshs. 152,250,778 was in respect of water deposits.

However, customer statements confirming who is owed what amounts was not provided for
audit. In addition, the non-current liabilities included an amount of Kshs. 15,743,834 indicated as
amount received from county government contribution. However, the details of what the amount
relates to were not provided for audit.

Management Response

I Customer listing with deposit balances indicating the amount of Kshs. 152,250,778 is
hereby attached for your review and confirmation. (KIWASCO 2)

ii. The amount of Kshs. 15,743,834 is not an amount received from the county
Government but a liability outstanding in favour of the County Government after
indebtedness reconciliation. A letter from the County Executive Committee member
for Finance & Economic planning from the County Government of Kisumu is hereby
attached for your confirmation. (KIWASCO 3)

Committee Observations

1. That the management failed to support the balance of Kshs. 152,250,778 relating to water
deposits with customer statements indicating specific amounts owed to each customer.
However, the statements were provided at the time of committee deliberations.

2. That management included a non-current liabilities balance of Kshs 15,743,834 indicated
as the amount received from county government contribution. However, the details of
these noncurrent liabilities were not provided during the time of audit.

3. However, during the time of committee deliberations, the management clarified that the
amount of Kshs. 15,743,834 was not an amount to be received from the county
Government but a liability outstanding in favour of the County Government after
indebtedness reconciliation.

Committee Recommendations

1. That going forward, the management must adhere to Section 62(b) of the Public Audit
Act, 2015, on the timely provision of documents to the auditors
2. That the matter is resolved
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3.3 Long Outstanding Payables

The statement of financial position and as disclosed in Note 40 to the financial statements
reflects trade and other payables - current liabilities balance of Kshs. 153,010,955. Ageing
analysis of the payables revealed that bills totaling to Kshs. 58,345,522 were more than one (1)
year old. It is not clear, and management has not provided the reasons for failure to pay the long
outstanding creditors.

In the circumstances, the accuracy and completeness of the outstanding payables could not be
confirmed.

Management Response

The bills payable that were outstanding for more than 1-year totals to Kshs. 20,644,721 with a
majority of Kshs. 12,100,538 relating to lease payable to Lake Victoria South Water Works
Development Agency. We are in the process of offsetting all the payables within the year. We
have amended the Financial statements to reflect the correct aged balances in Note.40

Committee Observations

1. That contrary to the requirements of National Treasury Circular No. 10/2020 on
prioritization of pending bills, pending bills amounting to Kshs. 58,345,522 were found
to be more than one year.

2. That during committee deliberations, management clarified that the bills outstanding for
more than 1 year were Kshs. 20,644,721, with Kshs. 12,100,538 relating to the lease
payable to Lake Victoria South Water Works Development Agency.

Committee Recommendations

1. That the management make necessary arrangements to settle the pending bills as per the
National Treasury Circular No. 10/2020
2. That the matter is not resolved

3.4 Unresolved Prior Year Matters

The audit of the previous year reported several matters relating to report on the financial
statements and report on lawfulness and effectiveness in use of public resources. No reasons
have been provided for the failure to address these matters

Management Response

The outstanding prior year issues are items beyond our control while we are making progress in
majority of them. We have not received a letter from the CEC-Finance for the Bad debts written-
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off hence not resolved. We are making good progress on VAT receivable from KRA after
recruitment of a different Tax consultant; we equally wrote to Lake Victoria South Water Agency
for a reconciliation of the outstanding balances but they are yet to acknowledge and confirm the
meeting for reconciliation. Non-Revenue water management is an ongoing activity hence not yet
closed.

Committee Observations

That several prior year matters relating to the report on the financial statements and reports on
lawfulness and effectiveness in the use of public resources are yet to be addressed.

Committee Recommendations

1. That within 60 days of adoption of this report, the Accounting Officer submits to the
Implementation Committee an implementation action plan for all the recommendations
by the Office of the Auditor General and the County Assembly.

2. That this matter is unresolved

3.5 Non-Revenue Water

Review of water production and consumption records revealed that the Company produced
11,722,677 cubic meters of water approximately valued at Kshs. 1,641,174,780 but only billed
7,330,450 cubic meters approximately valued at Kshs. 1,026,263,000. This resulted into a loss of
4,392,226 cubic meters or 37% of total production. This was above the 20%-25% allowable loss
by the Water Service Regulatory Board.

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

Management Response
KIWASCO faces a number of challenges that lead to high NRW including but not limited to the
following which are the most common:

a) Dilapidated networks

b) Old and under-registering meters, and reading errors
c) Network vandalism and external interference

d) Illegal activities

e) NRW, being an overall performance efficiency indicator is among the top priority areas
of focus for KIWASCO management.

There exists a number of strategic approaches proposed both internally and from other
institutions on managing the losses further. These approaches are short-term, medium term and
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long term mainly depending on impact expected and implementation requirements. Short term
approaches are made to mainly strike the low-hanging fruits. Among other measures put in place,
KIWASCO has so far done the following:

i.  Established a fully-fledged new department
ii. In the 2018 WASREB NRW audit report, a number of best practices in NRW
management were proposed, of which we have adopted and are entrenching most
measures.
ii.  KIWASCO has made NRW and efficiency improvement a specific deliverable in the
strategic plan (2023-2028) with a target of 20% at the ends of the period
A detailed response on strategies and actions taken to manage NRW is hereby attached for your
review. (KIWASCO 4)

Committee Observations

1. That during the FY 2022/2023, non-revenue water amounted to 37% of total production
which was above the 20%-25% allowable loss by the Water Service Regulatory Board.

2. That among other efforts to reduce the non-revenue water to accepted levels, the
Management had established a fully-fledged Non-Revenue Water department to help
reduce the loss attributable to Non-Revenue Water to acceptable levels.

Committee Recommendations

1. That the Management must strengthen the Non-Revenue Water department to reduce the
non-revenue water within the 20%-25% allowable limit set by the Water Service
Regulatory Board.

2. That the matter is unresolved

3.6 Engagement of Casuals beyond the Stipulated Period of Three (3) Months

The statement of Profit or Loss and other Comprehensive Income reflects Staff Costs of Kshs.
333,498,747. Included in this amount is casual workers’ wages figure of Kshs. 25,810,460. We
noted that during the year under review, the Company engaged casuals for purposes of continuity
in service delivery. It was however noted that they served throughout the period of review
contrary to the requirement of Section 37 of the Employment Act, 2007.

Management Response

The Company no longer employs casual labour, the aforementioned staff were engaged on One-
year Fixed Term Contracts starting from 1% July 2022 to 30" June 2023. They were entitled to
annual leave and all other benefits as stipulated in the Employment Act, 2007. We are however
not able to engage them on permanent and pensionable terms due to budgetary constraints.
Further, in the July 2023 — June 2025 CBA, the employment contracts for all the staff in question
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were enhanced to 3-year Contracts i.e. July 2023 — June 2026. This is purely for the benefit of
the staff to enable them access other benefits such as loans.

Committee Observations

That during committee deliberation, the management clarified the company had stopped
engaging casual labor, that the aforementioned staff were engaged on One-year Fixed Term
Contracts starting from 1% July 2022 to 30™ June 2023 and were entitled to annual leave and all
other benefits as stipulated in the Employment Act, 2007.

Committee Recommendations

That the matter is resolved.

Summary of Observations
The committee summarized the following observations:

1. THAT, the management failed to provide loan agreements, loan confirmations, and
statements with details of terms and conditions, including interest rates charged, to the
auditors during the time of audit

2. THAT, by not providing these documents on time, the management violated Section
62(b) of the Public Audit Act, 2015, which requires timely submission of documents to
auditors.

3. THAT, the management failed to support the balance of Kshs. 152,250,778 relating to
water deposits with customer statements indicating specific amounts owed to each
customer. However, the statements were provided at the time of committee deliberations.

4. THAT, management included a non-current liabilities balance of Kshs 15,743,834
indicated as the amount received from county government contribution. However, the
details of these noncurrent liabilities were not provided during the time of audit.

5. However, during the time of committee deliberations, the management clarified that the
amount of Kshs. 15,743,834 was not an amount to be received from the county
Government but a liability outstanding in favour of the County Government after
indebtedness reconciliation.

6. THAT, contrary to the requirements of National Treasury Circular No. 10/2020 on
prioritization of pending bills, pending bills amounting to Kshs. 58,345,522 were found
to be more than one year.

7. THAT, during committee deliberations, management clarified that the bills outstanding
for more than 1 year were Kshs. 20,644,721, with Kshs. 12,100,538 relating to the lease
payable to Lake Victoria South Water Works Development Agency.
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8. THAT, several prior year matters relating to the report on the financial statements and
reports on lawfulness and effectiveness in the use of public resources are yet to be
addressed.

9. THAT, during the FY 2022/2023, non-revenue water amounted to 37% of total
production which was above the 20%-25% allowable loss by the Water Service
Regulatory Board.

10. THAT, among other efforts to reduce the non-revenue water to accepted levels, the
Management had established a fully-fledged Non-Revenue Water department to help
reduce the loss attributable to Non-Revenue Water to acceptable levels.

11. THAT, during committee deliberation, the management clarified the company had
stopped engaging casual labor, that the aforementioned staff were engaged on One-year
Fixed Term Contracts starting from 1% July 2022 to 30™ June 2023 and were entitled to
annual leave and all other benefits as stipulated in the Employment Act, 2007.

Summary of Recommendations
The committee summarized the following recommendations:

1. That going forward, the management must adhere to Section 62(b) of the Public Audit
Act, 2015, on the timely provision of documents to the auditors.

2. That the management make necessary arrangements to settle the pending bills as per the
National Treasury Circular No. 10/2020

3. That within 60 days of adoption of this report, the Accounting Officer submits to the
Implementation Committee an implementation action plan for all the recommendations
by the Office of the Auditor General and the County Assembly.

4. That the Management must strengthen the Non-Revenue Water department to reduce the
non-revenue water within the 20%-25% allowable limit set by the Water Service
Regulatory Board.

Mr. Speaker, may | call upon Honourable James Were to second. Thank you.
The Speaker (Hon. Oraro): Yes Honourable Were.

Hon. Were (MCA, Nyalenda “B”): Thank you Mr. Speaker. Mr. Speaker, foremost, let me take
this opportunity to thank this House Committee for a commendable job done. Mr. Speaker, going
by the observation provided by this House Committee report, the finding is that the county is
losing a lot of water to the percentage of 37% that is Non-revenue Water.

Mr. Speaker, I'm happy that this House Committee has addressed this in various ways, so how
they are going to seal on these loop-holes to ensure that they can reduce that gap, which is a
positive thing.
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Mr. Speaker, if you look at the recommendation, I will touch on recommendation number one,”
THAT, moving forward the management should adhere to the provisions of section 62 (b) of the
Public Audit Act 2015 on the Timely Provision of Documents”. Mr. Speaker, the management
should ensure that whenever audit arises, they should know that it is their responsibility to ensure
that all the documentation that is required, all the documentary evidences are provided so that we
don't have queries. Mr. Speaker, | therefore beg to second. Thank you.

The Speaker (Hon. Oraro): Honourable Adega you can come in. Honourable members, now that
the Motion Adoption of the Report of the Select Committee on Public Investments and Public
Accounts on the Examination of the Auditor General's report on the Financial Statements of
Kisumu Water and Sewerage Company (KIWASCO) for the Financial Year 2022/2023 have
been moved, seconded, as per our standing orders, | want to propose a question.

Honourable Members and | propose that the motion adoption of the Report of the Select
Committee on Public Investments and Public Accounts on the Examination of the Auditor
General's report on the Financial Statements of Kisumu Water and Sewerage Company
(KIWASCO) for the Financial Year 2022/2023 is open for debate.

The Speaker (Hon. Oraro): Honourable Tom Nyaoke.

Hon. Nyaoke (MCA, North Nyakach): Thank you, Mr. Speaker. | stand to support this report for
Kisumu Water and Sewerage Company (KIWASCO). Mr. Speaker, | want to also thank this
House Committee that they have come up with this report and to congratulate them for the
details, particularly if you look at the summary of observations that they have made there on.

Mr. Speaker, they have listed quite a number of observations that we expect and we are sure,
almost certain, that if this entity can have a look at them one by one, where they have noted
carefully the reasons why they are also finding difficulties and areas of shortfalls in their
programme and their reports, Mr. Speaker, | believe that we will be able to be assisting them do
what they are supposed to do.

Mr. Speaker, as you have seen in one of the very serious and fundamental issue that they have
noted is properly given in observation number two, that by not providing these documents, if |
can quote on time, the management violated the provisions of section 62(b) of the Public Audit
Act 2015, which requires Timely Submission of Documents to Auditors. Mr. Speaker, this is a
series of problems that I've seen that is very common in most of our organizations, Mr. Speaker,
and us as an Assembly, particularly the House Committee that is charged on doing this, we want
to still implore upon them to ensure that such kind of negligence, if it is about negligence, Mr.
Speaker, that it is something that our organizations need to take very seriously.

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 16



County Assembly of Kisumu Hansard Database Tuesday, 12" November, 2024

Mr. Speaker, to be concise and to the point, in their recommendations, they have proposed that
they must, and not only the KIWASCO, but other entities, this one should now go to other bodies
that are in the county to ensure that they adhere to the provisions of section 62(b) of the Public
Audit Act of 2015. Mr. Speaker, this is because if you look at most of all these reports, you find
that is one of the very serious and fundamental items that they normally neglect. I don't know
purposely or willfully or they don't know what they are doing.

Mr. Speaker, secondly, that the management make necessary arrangements to settle the Pending
Bills owed by this entity. Mr. Speaker, this is also another common issue that is happening
across board, the issue of pending bills. Mr. Speaker, this is one of the diseases that if this House
can try and cure, Mr. Speaker, | believe that we would have done a good service to our people.
The pending bill is now becoming a syndrome that is almost becoming impossible to cure, but |
think with this kind of report, Mr. Speaker, we expect a lot of changes to happen from this
particular organization.

Mr. Speaker, they have been given up to 60 days after the adoption of this report to remedy these
situations. The accounting officer submits to the Select Committee on Implementation an
Implementation Action Plan (IAP). Mr. Speaker, | beg that we also don't just look at their action
plan, but we want to see them doing something. Mr. Speaker, it is my opinion that moving
forward, the Select Committee on Implementation, Mr. Speaker this is because | am aware that
we have constituted new members to that House Committee (Implementation Committee). We
believe that they will be able to from the very beginning, even at the inception stages, to see
exactly where they have reached, so that by the time the time elapses, let this House know
exactly what are the steps that they are taking, whether positive or negative. | beg to support Mr.
Speaker.

The Speaker (Hon. Oraro): Honourable Oiko Pete.

Hon. Oiko (MCA, Kabonyo/Kanyagwal): Thank you Mr. Speaker, | equally want to give my
little contribution on this report. This is the Audited Report on KIWASCO as at 30th June, 2023.
It is a Qualified Report. That means it is a good report. The money was well spent. That is a
picture given here, Mr. Speaker, which is good. Mr. Speaker, of late, KIWASCO has been
getting Unqualified Report from the office of the Auditor General.

But, Mr. Speaker, when this report is looked into, despite being Unqualified Report, we don't see
the finances of KIWASCO, whether KIWASCO is making profit or losses. That one is not stated
in this report. We are being informed that, there are some Borrowings which were made and they
could not provide the records of this borrowing. That is on page eight of this report, Unsupported
Borrowings. When an institution at the level of KIWASCO borrows money and they cannot
provide evidence to the Auditors that this was money that was borrowed for this purpose, and

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 17



County Assembly of Kisumu Hansard Database Tuesday, 12" November, 2024

that is one of the recommendations the Auditors have made, they should make good. We need to
question the way KIWASCO works. Mr. Speaker, we should not take this matter lightly. Mr.
Speaker, now that as a House we are not being informed of the Surplus, we should be the profit
of KIWASCO by the end of the financial year. When we go to page eleven of the report, Mr.
Speaker, we are being informed that the water that KIWASCO sold was about Kshs
1,641,174,780 shillings. But what they billed was Kshs 1,026,263,000 shillings. That is what this
entity billed, the money they got. And the loss was Kshs 4,393,226 shillings.

Mr. Speaker, if this was the money, Kshs 1,026,000shillings that is what KIWASCO realized.
Mr. Speaker, when we move to page twelve, number three point six, we are being informed of
the Wage Bill totaling to Kshs 333,498,747 shillings. Let us subtract that amount from Kshs
1,026,000 shillings. So we will assume over Kshs. 600,000,000.00 were the Operations Cost and
that one is not captured in the report,

Mr. Speaker, KIWASCO is a big company that we want to know by the end of the year the profit
made or the loss made so that we know that it is a going on concern. As company handling
money, we should not just be provided with figures and information without specifics. For
instance, on page fourteen, under the summary, there is a reference to Pending Bills. Observation
number three states that Kshs. 152,250,778 consists of Deposits made by members of the public,
potentially related to emitters. These deposits lack accessible records for review by the auditor.
Mr. Speaker, this House Committee has flagged this for the Select Committee on
Implementation to follow up. However, this is too extensive a task for this House Committee,
which is not responsible for conducting audits of KIWASCO. Instead, this issue should be
addressed in KIWASCO’s next financial report, not by the Implementation Committee.

Mr. Speaker, the Select Committee on Implementation is not responsible for auditing, nor should
it be expected to handle long lists of Depositors and review them individually. In the next Audit
Report, we expect the Auditors to address this issue directly, especially since they have already
highlighted it. If KIWASCO has taken note of these concerns and conducted due diligence, this
should be evident.

Additionally, we see a Pending Bill of Kshs. 58,345,522, yet there is no indication that the
company is making a profit. This raises questions of how KIWASCO plans to pay these
outstanding bills. Mr. Speaker, are certain records selectively provided to the Auditors, while
others are withheld?

Mr. Speaker, this House Committee must examine this issue closely. When a company incurs
expenses without declaring or disclosing their financial surplus, as KIWASCO does, it prompts
concerns about the company's financial health and transparency. When KIWASCO shows a
financial surplus, it’s crucial to consider how these funds are managed, especially for potential
breakdowns or emergencies. | recall that in previous financial records, KIWASCO reported
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profits of around Kshs 5 to Kshs 8 million shillings. KIWASCO must be held accountable to
demonstrate the value and effectiveness of its business operations.

Mr. Speaker, there’s also the issue of Remittances to the county, which were missing in past
records. Has KIWASCO begun fulfilling these obligations, or is this still outstanding?

Furthermore, KIWASCO’s Non-revenue Water currently stands at 37 percent, representing a
significant loss. They must implement effective measures to reduce this, as wasting 37 percent of
the total water produced is unsustainable and severely impacts the company’s financial health.

Mr. Speaker, significant effort is needed to address these issues fully. Mr. Speaker, while the
report is generally positive, it lacks clarity on the company's financial security. We haven’t been
informed whether the company is generating a surplus or making a profit. | so contribute. Thank
you.

The Speaker (Hon. Oraro): Honourable Oraro.

Hon. Oraro Kelvin (MCA, Kolwa Central): Mr. Speaker, Honourable Pete is a highly respected
accountant, known for his deep understanding and passion for accounting. | appreciate his well-
reasoned points here. However, Mr. Speaker, it’s important to clarify that the Select Committee
on Public Investments and Accounts does not conduct Audits; instead, it reviews audited reports
provided by the Auditor General. The Select Committee on Public Investments and Accounts’
work is guided largely by these Audits. Mr. Speaker, in this case, the Auditor General’s report
acknowledges that KIWASCO has generally met its business obligations, though certain areas
need improvement. This report highlights those specific areas for adjustment.

Therefore, the recommendation to pass this to the Select Committee on Implementation (as noted
in committee recommendation number three) is not appropriate. The Select Committee on
Implementation should not be tasked with follow-up on issues identified by the Auditor General;
this falls outside its mandate.

Mr. Speaker, as Honourable Oiko Pete has advised, audits are conducted annually based on the
financial year. The report in question covers the fiscal year 2022/2023, and we’re now awaiting
the Audit report for the year ending 2023/2024 to confirm if KIWASCO has provided the
necessary documents and addressed the issues previously raised by the Auditor General. If these
issues persist, it will be the Select Committee on Implementation’s duty to compare the Auditor's
Opinions from one year to the next and draw informed conclusions.

Mr. Speaker, | would like to emphasize that, KIWASCO should be viewed as a valuable county
investment, akin to how parastatals are regarded by the national government. The Public
Investment Committee (PIC) should maintain a broad perspective on KIWASCQO’s operations,

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 19



County Assembly of Kisumu Hansard Database Tuesday, 12" November, 2024

including its financial performance and broader challenges, such as Revenue Collection and
Unbilled Revenue. KIWASCO would benefit from this heightened oversight to help address and
improve its activities.

Yesterday, | noted that His Excellency the Governor of Nairobi County Mr. Johnston Sakaja of
launched a project set to supply Nairobi with approximately 114 million litres of water daily.
This kind of initiative suggests that KIWASCO should also be preparing to expand and improve
its services.

Mr. Speaker, we need a dedicated House Committee, whether it’s the PIC/PAC, the Public
Investment Committee, or another appropriate body, to thoroughly investigate KIWASCO’s
operations. This would help members gain a deeper understanding of KIWASCO’s functioning,
as well as address key challenges the company faces, such as liability issues and potential
investment opportunities.

We can commend KIWASCO for the new building recently inaugurated by His Excellency Raila
Amollo Odinga which is a positive development. However, it’s unclear if the costs associated
with this project contribute to the current pending bills, as the report does not specify.

Mr. Speaker, while the Audit Report doesn’t cover daily management details, a committee like
the PIC/PAC should consider looking more closely into KIWASCO’s affairs. Additionally, Mr.
Speaker, the high volume of unbilled water remains a critical issue. A House Committee focused
on water could investigate this if KIWASCO falls under its mandate, to develop strategies for
reducing this substantial loss. With approximately 463 million litters of water unaccounted for,
KIWASCO faces a significant financial loss of nearly Kshs 400 million. Therefore, as an
Assembly, we should require not only the audit report but also a Strategic Plan from KIWASCO
to address these challenges. We need to understand how KIWASCO intends to improve and
prevent similar issues in their daily operations.

Finally, I would like to emphasize recommendation number two, which advises that management
to make necessary arrangements to settle the pending bills. It would be appropriate for future
reports to provide a clear justification for any pending bills, with the House Committee
explaining how these bills arose within KIWASCO's management. If these bills relate to specific
liabilities or certain activities the company has undertaken, this should be made clear. As an
Assembly, we must ensure effective follow-up on these matters. Thank you, Mr. Speaker. |
support the report.

The Speaker (Hon. Oraro): Honourable Matara.

Hon. Matara (Nominated Member): Thank you Mr. Speaker, | wish to call the mover to reply.
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The Speaker (Hon. Oraro): Honourable James Omollo.

Hon. Omollo (MCA, West Nyakach): Thank you Mr. Speaker. | beg to reply. This report
presents a Qualified Opinion by the Auditors. In past years, we’ve received much more
concerning audit reports from the Auditor General on KIWASCO. However, based on previous
recommendations, KIWASCO has shown some improvement this year, and we commend them
for their progress.

Mr. Speaker, that said and done. The issues raised by Honourable Oiko Pete suggest that many
of the recommendations here will still need attention in the next audit, as we discussed with
KIWASCO the factors contributing to their Qualified Opinion. As a House Committee, we’ve
urged this entity to improve further, and we expect these recommendations to be addressed in the
next Audit Report for the year ending 30™ June, 2024.

Mr. Speaker and Honourable Members, with regards to the Pending Bills, out of the Kshs. 20
million listed, approximately Kshs. 12.1 million relates to obligations with the Lake Victoria
South Water Works Development Authority, specifically for Statutory Deductions tied to their
lease, which KIWASCO has yet to remit. They are working on a plan to reduce this outstanding
amount, so this bulk is owed only to Lake Victoria South Water Works, not other suppliers. The
remaining balance, it pertains to other suppliers.

Mr. Speaker and Honourable Members, concerning the loan or borrowing by this entity, Mr.
Speaker, KIWASCO took out a loan of over Kshs. 100 million, primarily to finance the
Construction of the new building at Tom Mboya Estate. Mr. Speaker, | cannot recall the exact
loan amount, but KIWASCO explained to us during our committee meetings that they had all the
paperwork in order, which was presented for review. The auditors confirmed this documentation
met the required standards. KIWASCO is actively repaying this loan, which was primarily used
to fund the impressive building that His Excellency Raila Amollo Odinga inaugurated in 2022.
They are servicing the loan with the National Bank of Kenya and have kept up-to-date on their
repayments, according to what they provided to the committee.

Mr. Speaker and Honourable Members, regarding Suppliers, as a public entity, KIWASCO
reinvests any profit back into its operations rather than distributing it to shareholders, as the
County Government is the primary shareholder. This reinvestment supports activities like
expanding water services to underserved areas. This is KIWASCQO’s approach to managing
supplier payments and operational improvements. Additionally, the provisions of Section 62(b)
of the Public Audit Act 2015, we reminded them of the importance of providing timely
documentation to support their expenditures, as Auditors frequently faced delays. They agreed to
address this issue, and during our last review, they had submitted all requested documentation. |
think we made use of that opportunity to see what they were all about. Thank you, Mr. Speaker. |
beg to respond. Thank you.

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 21



County Assembly of Kisumu Hansard Database Tuesday, 12" November, 2024

The Speaker (Hon. Oraro): Honourable Members, now that the motion, adoption of the Report
of the Select Committee on Public Investments and Public Accounts on the Examination of the
Auditor General's Report on the Financial Statements of KIWASCO for the year 2022/2023 have
been moved, seconded and debated, as per our standing orders, | want to put a question on the
adoption of the same.

(Question put and agreed to)
The Speaker (Hon. Oraro): Honourable Members the Report of the Select Committee on Public
Investments and Public Accounts on the Examination of the Auditor General's Report on the
Financial Statements of KIWASCO for the year 2022/2023 has been adopted today, Tuesday, the
12" of November at 17:07 hours. | further direct that the recommendation of the said report be

directed to the relevant departments and stakeholders for implementation.

The Speaker (Hon. Oraro): Next order!

ADJOURNMENT
The Speaker (Hon. Oraro): Honourable Members, be upstanding. There being no other business
to transact, the House stands adjourned until tomorrow Wednesday, 13" November 2024 at

09.00 a.m.

(House rose at 5.08 p.m.)
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