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1.0 CHAIRPERSON’S FOREWORD
Hon. Speaker,

Thuis report contains the observations, findings and the recommendations of the Public Accounts
and Investments Committee (PICPAC), on its examination of the Auditor General’s report on the
financial statements of Kisumu County Executive Car Loan and Mortgage Scheme Fund for the

FY 2024/2025.

The County Assembly exercises oversight over County Government entities and their use of public
funds as provided under Article 185(3) of the Constitution of Kenya, 2010. This mandate is

exercised through the Public Accounts and Investments Committee.

Further, Article 229(8) of the Constitution of Kenya, 2010 requires that the County Assembly
considers, debates, and takes appropriate action on the Auditor General’s reports within three
months after receipt. In this regard, the Committee convened two sittings during which it examined
the audit report of the fund for the FY 2024/2025, and received written submissions from the

Accounting Officer in response to the issues flagged by the Auditor General in the report.

Hon. Speaker, the opinion of the Auditor General on the financial statements of the fund for the
FY 2024/2025 was a Qualified opinion, implying that except for the issues highlighted in the basis
for opinion section of the report, the financial statements of the fund presented a true and fair

financial position of the fund.

The Auditor General highlighted three paragraphs in her report including; budgetary control and

performance, inadequate fund capital and non-compliance with fund renewal requirements.

On the matter of budgetary control and performance, the committee found that the Fund had an
approved budget of Kshs.1,187,000 as interest income, but realized an actual amount of
Kshs.995,142 resulting to under-realization of Kshs.191,858. The fund therefore failed to optimize
on the interest income. The committee has recommended to this House to resolve that in future,
the management of the fund should undertake a comprehensive revenue forecasting before
preparing annual budgets to ensure that projected interest income is based on realistic assumptions,

prevailing market conditions and repayment trends.



On the matter of inadequate fund capital, the committee established that Regulation 5 of Kisumu
County Car Loan and Mortgage Scheme (Executive) Fund Regulations, 2016 states that the Fund
shall consist of capital of Kshs.60,000,000 and Kshs. 100,000,000 for car loans and mortgages
respectively all amounting to Kshs, 160,000,000. However, the County Government of Kisumu has
injected only Kshs.47,000,000 since the inception of the Fund. The statement of changes in net
assets reflected a revolving fund balance of Kshs.47,295,000 as at 30 June, 2025 which resulted to
a shortfall of Kshs.112,705,000. The committee has by way of recommendation advised the

County Treasury to adhere to the regulations of the fund.

On the matter of Non-Compliance with Fund Renewal Requirements, the committee found that an
internal audit report for the financial year 2024/2025 established that the Kisumu County Car Loan
and Mortgage Scheme (Executive) Fund, which was established on 1 May 2014, attained its
statutory lifespan of ten (10) years in May 2024 and therefore required renewal in accordance with
the applicable legal and regulatory framework and in line with applicable regulations, the County
Executive Committee Member (CECM) Finance, Economic Planning and ICT was required to

make a proposal for extension and secure approval from the County Assembly.

The Committee has recommended to this Assembly to resolve that; the County Executive
Committee Member for Finance, Economic Planning and ICT should, within sixty (60) days of
adoption of this report, submit to this Assembly a formal proposal seeking renewal of the fund in
accordance with the provisions of the Public Finance Management Act, 2012 and the Public
Finance Management (County Governments) Regulations, ensure that all statutory requirements
relating to the establishment, renewal, and operation of County Public Funds are complied with at
all times to safeguard the legality and continuity of fund operations, establish a monitoring
mechanism for all county funds to track critical statutory timelines, including renewal dates,
reporting obligations, and legal compliance requirements, to prevent similar lapses in future and
that no further commitments, disbursements, or long-term obligations should be undertaken under
the fund without regularizing its legal status and obtaining the requisite approvals from the County

Assembly.

Hon. Speaker, I wish appreciate members of the Committee for their dedication, the Offices of the

Speaker and Clerk of the Assembly, the Committee Secretariat, and the Office of the Auditor-



General for the support rendered throughout the period of interrogation of the Auditor General’s

report and compilation of this report.

Hon. Speaker,

It is therefore my honor, on behalf of the Public Accounts and Investments Committee, to present
this report on the consideration of the Auditor-General’s report on the financial statements of

Kisumu County Executive Car Loan and Mortgage Scheme Fund for the year ended 30™ June

2025, and to urge this Honorable House to adopt it.

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;

1). 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;

i1). Examination of the working of the Public Investments

111). 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.

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

luble [ Committee Membership as at June 2026

NAME POSITION
MEMBERS
1. | Hon. Ken Ouko Chairperson
2. | Hon. Tom Onditi 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
8. | Hon. Habil Nyasuna Member
9. | Hon. Mickey Ochieng’ Member




SECRETARIAT

1. | Austine Ochieng Committee Clerk
2. | Chrispine Oguta Clerk Assistant

3. | Philemon Odero Clerk Assistant

4. | Patrick Okoyo Hansard Reporter
5. | CPA Naboth Odero Internal Auditor
6. | Faith Judith Sargent-at-arm

7. | CPA Molleane Achayo Fiscal Analyst

8.

CPA Charles Agengo

Internal Auditor




2.0

2.1

LEGAL FRAMEWORK & GUIDING PRINCIPLES

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;
1.  The accounts of the National and County governments,
1.  The accounts of all funds and authorities of the National and County
governments,
1.  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
viil.  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”.

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.

Public Audit Act 2015; Section 7 of Public Audit Act 2015 that mandates the Auditor

General to: (1) 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

4. Mublic 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 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.
[t states that the principles are; inter alia;
1). Openness and Accountability including public participation in financial matters;
11). Public money shall be used in a prudent and responsible way; and

i11). Financial management shall be responsible and fiscal reporting shall be clear.

2. Obligations of the Accounting officer;
1). Article 226(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 fﬂl‘rits financial management.
11). 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



resources of the entity for which the officer is designated are used in a way that is;
(1) Lawful and authorized and; and (i1) 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.
4. Section 203(1) of the Public Finance Management Act, 2012 enacts that; a public officer
1s personally liable for any loss sustained by a County Government and is attributed to; (i)
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

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 occurred under

their watch.



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 2025

Hon. Speaker,

CPA. Evans Otieno, the Fund Administrator and Accounting Officer, submitted written responses
to the issues raised by the Auditor-General in the audit of the fund's financial statements for the
financial year 2024/2025. The committee subsequently reviewed and considered the responses
alongside the audit findings in order to establish the adequacy of the explanations provided and

the corrective measures undertaken by the management of the fund.

Basis for qualified opinion FY 2024/202%

3.1 Budget Control and Performance
During the year under review, Kisumu County Car Loan and Mortgage Scheme (Executive) Fund

had an approved budget of Kshs.1,187,000 as interest income, but realized an actual amount of

Kshs.995,142 resulting to under-realization of Kshs.191,858. The fund therefore failed to optimize

on the interes: mcome.

Managemernt Response
No Response
Committee Observation

That during the year under review, Kisumu County Car Loan and Mortgage Scheme (Executive)
Fund had an approved budget of Kshs.1,187,000 as interest income, but realized an actual amount

of Kshs.995,142 resulting to under-realization of Kshs.191,858.

Committee Recommendations

1. That in future, the management of the fund should undertake a comprehensive
revenue forecasting before preparing annual budgets to ensure that projected interest
income is based on realistic assumptions, prevailing market conditions and
repayment trends.

2. That the matter is resolved



3.2 Inadequate Fund Capital
As previously reported, Regulation 5 of Kisumu County Car Loan and Mortgage Scheme (Executive)

Fund Regulations, 2016 states that the Fund shall consist of capital of Kshs.60,000,000 and
Kshs.100,000,000 for car loans and mortgages respectively all amounting to Kshs,160,000,000.
However, the County Government of Kisumu has injected only Kshs.47,000,000 since the inception
of the Fund. The statement of changes in net assets reflects a revolving fund balance of

Kshs.47,295,000 as at 30 June, 2025 which resulted to a shortfall of Kshs.112,705,000.

Management Response

The fund has written several letters to the executive for consideration. However, the fund is positively

waiting jor response from the executive.
Committe: Observation

As previously reported, Regulation 5 of Kisumu County Zar Loan and Mortgage Scheme (Executive)
Fund Regulations, 2016 states that the Fund shall consist of capital of Kshs.60,000,000 and
Kshs.100,000,000 for car loans and mortgages respectively all amounting to Kshs,160,000,000.
However, the County Government of Kisumu has injected only Kshs.47,000,000 since the inception
of the Fund. The statement of changes in net assets reflects a revolving iimd balance of

Kshs.47,295,000 as at 30 June, 2025 which resulted to a shortfall of Kshs.112,705,000.

Committee Recommendations |
1. That going forward, should adhere to Regulation 5 of Kisumu County Car Loan and
Mortgage Scheme (Executive) Fund Regulations, 2016 states that the Fund shall
consist of capital of Kshs.60,000,000 and Kshs.100,000,000 for car loans and
mortgages respectively all amounting to Kshs,160,000,000.

2. That this matter is resolved

3.3 Non-Compliance with Fund Renewal Requirements
Review of the Internal Audit Report for the financial year 2024/2025 established that the Kisumu

County Car Loan and Mortgage Scheme (Executive) Fund, created on 1% May, 2014 attained 10
years in May, 2024, thereby expiring. In line with applicable regulations, the County Executive

Committee Member (CECM) Finance was required to make a proposal for extension and secure



approval from the Kisumu County Assembly. At the time of audit in September 2025,

Management presented a letter requesting an advisory opinion from the County Attorney.

However, there was no evidence of a proposal from the CECM- Finance or subsequent approval

by the County Assembly for continuation of the Fund. In the circumstances, the legality of the

Fund to continue operation could not be confirmed.

Management RResponse

The management had taken note of this and a correspondence to County Attorney Office had

been done to facilitate renewal of the term of the fund as per Annex I

Committee Observations

1.

That the internal audit report for the financial year 2024/2025 established that the Kisumu
County Car Loan and Mortgage Scheme (Executive) Fund, which was established on 1
May 2014, attamned its statutory lifespan of ten (10) years in May 2024 and therefore
required renewal in accordance with the applicable legal and regulatni'y framework.

That in line with applicable regulations, the County Executive Committee Member
(CECM) Finance, Economic Planning and ICT was required to make a proposal for
exiens:on and secure approval from the County Assembly.

That at the time of audit in September 2025, the management presented a letter requesting
an advisory opinion from the County Attorney. However, there-was no evidence of a
proposal from the-:CECM- Finance, Economic Planning and ICT or subsequent approval

by the County Assembly for continuation of the Fund.

Committee Recommendations

1. That the County Executive Committee Member for Finance, Economic Planning and

ICT should, within sixty (60) days of adoption of this report, submit to the County
Assembly a formal proposal seeking renewal of the fund in accordance with the
provisions of the Public Finance Management Act, 2012 and the Public Finance
Management (County Governments) Regulations.

That the County Executive Committee Member for Finance, Economic Planning and

ICT should ensure that all statutory requirements relating to the establishment,



renewal, and operation of County Public Funds are complied with at all times to
safeguard the legality and continuity of Fund operations.

3. That the County Treasury should establish a monitoring mechanism for all County
Funds to track critical statutory timelines, including renewal dates, reporting
obligations, and legal compliance requirements, to prevent similar lapses in future.

4. That no further commitments, disbursements, or long-term obligations should be
undertaken under the fund without regularizing its legal status and obtaining the
requisite approvals frem the County Assembly.

5. That the matter is not addressed



4.0 CONCLUSION

Hon. Speaker,

[ hereby request that this House adopts this report of the Public Accounts and Investments
Committee on the consideration of the Auditor General’s report on the financial statements of the
Kisumu County Executive Car Loan and Mortgage Scheme Fund for the year ended 30, June 2025.

May [ call upon Hon. ...... to second?



ADOPTION SCHEDULE

We, the Hon. Members of the Public Accounts and Investments Committee, having considered

this report, hereby append our signatures in affirmation that these are the true deliberations

from the Committee.

. Hon. Ken Ouko Chairperson

2. Hon. Tom Onditi Vice Chairperson
3. Hon. Seth Okumu Member

4. Hon. Nancy Matara Member

5. Hon. James Omollo Member

6. Hon. James Were Member

7. Hon. Mickey Awuor Member

8. Hon. Reuben Rakwach Member

9. Hon. Habil Nyasuna Member



