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1.0 CHAIRPERSON’S FOREWORD

Hon. Speaker,

This report contains the observations, findings and recommendations of the Public Accounts
and Investments Committee on its examination of the report of the Auditor General on the
financial statements of Kisumu County Revenue Board for the financial year ended 30, June,

2025.

The Kisumu County Revenue Administration Amendment Act, 2022 established the Kisumu
County Revenue Board as a semi-autonomous agency responsible for the assessment and
collection of County revenue, and for the administration and enforcement of laws relating to
revenue, together with matters connected thereto. The #3oard therefore plays a critical role in
the mobilization of the County’s own-source revenue and in ensuring that revenue due to the

County Government is assessed, collected, accounted for and safeguarded in accordance with

the law.

As a public entity entrusted with the management of public resources, the financial statements
of the Board are subject to audit by the Auditor-General in accordance with Article 229(4)(b)
of the Constitution of Kenya, 2010.

Hon. Speaker, 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 Accrunts 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.

The Committee held two sittings during which it received both written and oral evidence from
the Accounting Officer/management of Kisumu County Revenue Board on the audit queries

raised by the Auditor-General on the financial statements of the entity in the FY 2024/2025.

Hon. Speaker, the Auditor-General issued an Adverse Opinion on the financial statements of

the Kisumu County Revenue Board for the financial year ended 30 June 2025. This opinion
signifies that, in the Auditor-General’s assessment, the financial statements contained material

and pervasive misstatements and, consequently, did not present a true and fair view of the

financial position of the Board.
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The Auditor-General raised issues on financial reporting, compliance with applicable laws and
regulations, the effectiveness in the use of public resources, and the effectiveness of internal

control systems during the audit of the financial statements for the year ended 30 June 2025.

Hon. Speaker, the first matter that formed the basis for the Adverse Opinion was the existence
of unsupported and incorrect opening balances in the financial statements. Review of the
financial statements established that the opening balances reported for the financial year under
review were not adequately supported and contained inaccuracies. This is a fundamental
accounting matter, particularly because opening balances form the basis upon which ihe

financial transactions and balances of the current financial year are built.

Hon. Speaker, the committee is concerned that such fundamental errors could find their way
into financial statements that are prepared, certified and signed by professional accousntants
who are required to exercise due professional care and diligence in the discharge of their
responsibilities. The inclusion of professional registration details and signatures on financial
statements carries with it a responsibility to ensure that the information presented is accurate,
properly supported and prepared in accordance with the applicable accounting standards and
legal requiremenis. The existence of unsupported and incorrect opening balances therefore
raises serious concerns regarding the adequacy of the review, professional diligence and quality

assurance exercised in the preparation of the financial statements.

Hon. Speaker, in view of the seriousness of the matter and the professional responsibility
attached to the preparation and certification of financial statements, the committee has
recommended to this House to resolve that the Institute of Certified Public Accountants of
Kenya (ICPAK) undertakes an appropriate professional review of the circumstances
surrounding the preparation and certification of the financial statements of the Kisumu County
Revenue Board for the financial year ended 30 June 2025, and takes such action as may be
warranted against the responsible accountant(s), in accordance with the applicable professional

standards, code of ethics and disciplinary procedures.

Hon. Speaker, three of the subsequent issues were on unsupported expenditure. First, an
amount of Kshs.198,132 relating to sanitary and cleaning expenses could not be adequately
supported with relevant documentary evidence. Secondly, an amount of Kshs.2,452,297
relating to uniforms and clothing expenses was similarly not supported. Lastly, amounts of

Kshs.7,452,231 relating to communication, supplies and services and Kshs.4,572,881 relating
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to hospitality supplies and services were not adequately supported by journal entries to explain
the adjustments made to the initially reported balances. Management attributed the first two
matters to partial payments and subsequently provided supporting journal entries. However,
the Kshs.2,452,297 relating to uniforms and clothing expenses was not supported and the
committee has recommended that the matter be referred to the Ethics and Anti-Corruption
Commission for further investigation, with a view to establishing whether there was any loss

or misappropriation of public funds.

Hon. Speaker, the financial stateme:ts revealed a negative working capital of Kshs.26,972,804.
The Board also reported a deficit of Kshs.13,360,077 for the year under review. These financial
indicators raise serious concerns reg:rding the board’s financial sustainability and its ability to
meet its short-term obligations as «rd when they fall due. The committee has recommended
for streamlining of the operations of the board with a view to eliminating the negative working
capital position and ensuring that the Board’s liabilities do not continue to exceed! its available

assets. The Auditor General should! keep this matter in view in the subsequent audits.

Hon. Speaker, the Auditor Gene:al also raised a concern on the composition of the board.
Although the board members were appointed in August 2023 for a three-year term, they
subsequently stepped aside and a carctaker subcommittee was constituted to oversee the affairs
of the board. However, the legal basis, criteria and authority for establishing the caretaker
subcommittee were not clearly demonstrated to the Auditor General and appeared inconsistent
with Section 5 of the Kisumu County Revenue Administration (Amendment) Act, 2022, which
provides for the composition and appointment of the Board. Further, the personal files of the
members did not contain formal letters indicating their intention and reasons for stepping aside,
while handing-over notes and records relating to the return of board property were not provided

for audit verification.

Hon. Speaker, there was a matter on renumeration of the board. From the audit report, the
committee found that the engagement contract between the members and the Kisumu County
Revenue Board appointed in August 2023 stated that the members were entitled to a
remunerative package of a monthly stipend of Kshs.145,000 and Kshs.182,000 for the
Chairperson. However, management did not provide the Salaries and Remuneration
Commussion (SRC) approval contrary to Section 3 (G) of the Kisumu County Revenue
Administration (Amendment) Act, 2022 which requires that the remuneration of the members

of the Board shall be determined by the Salaries and Remuneration Commission. The
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committee has recommended to this House to resolve that the evidence be provided to the

Auditor General within a period of 21days upon adoption of this report.

Hon. Speaker, the Auditor-General also raised an issue regarding seven employees who had
served in acting capacities for periods exceeding the statutory six-month limit, contrary to
Section 34(3) of the Public Service Commission Act, 2017. The committee found that the
positions had neither been substantively filled nor competitively advertised. The committee
further noted weaknesses in the Board’s leadership structure, including the absence of a
substantive Chief Executive Officer and an unfilled position of Deputy Chief Executive
Officer. The committee has recommended to this House to resolve that the affected positions
be expeditiously regularized and filled in accordance with the law, and that acting appointments

strictly comply with the prescribed six-month period.

Hon. Speaker, the Auditor-General also raised concemns regarding trade and other payables
amounting to Kshs.26,974,816, which had increased significantly from Kshs.12,070,665 in the
previous year. Included in this amount was Kshs.518,000 relating to consultancy services,
where key deliverables, including a risk management framework and staff training, had not
been completed or adeiquately evidenced. The Committee also noted unremitted statutory
deductions amounting to Kshs.994,827 owed to the Kenya Revenue Authority. Management
indicated that the deductions had subsequently been paid, although supporting evidence was
not initially provided. The committee has recommended for timely settlement of statutory
obligations and ensuring that payments for consultancy services are made only after all

contractual deliverables have been satisfactorily completed and verified.

Honorable Speaker, I wish to register my appreciation to fellow Honorable Members of the
Commuittee, 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.

Honorable Speaker, on behalf of the Public Accounts and Investments Committee, I now wish
to present the report on the consideration of the Auditor General’s report on the Financial
Statements of the Kisumu County Revenue Board, for the year ended 30, June 2025 and urge

this Honorable House to adopt it.

Koo

Hon. Ken Ouko

Committee Chairperson
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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;

11.  Examination of the working of the Public Investments

ii1.  Examine the reports and accounts of the Public Investments and,

1iv.  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 the following Honorable Membess,

l. Hon. Kennedy Ouko Chairperson North Kisumu

2. Hon.Tom Onditi Vice Chairperson Ombeyi

3. Hon. Seth Okumu Member Fast Seme

4. Hon. James Omollo Member West Nyakach

5. Hon. James Were Member Nvalenda B

0. Hon. Habil Nyasuna Member Masogo Nyancoma
/. Hon. Rueben Rakwach Member Kolwa East

8. Hon. Mickey Ochieng Member Nominated member
9. Hon. Nancv Matara Member Nominated member
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The Committee secretariat is currently composed as follows:

l. Mr. Austine Nyamwaya Senior Clerk Assistant/Lead Clerk

2. Mr. Chrispine Oguta Clerk Assistant

3. Mr. Philemon Odero Clerk Assistant

4. CPA Charles Agengo Internal Auditor

5. Miss. Ruth Ratemo Internal Auditor

0. Mr. Kennedy Okise Sargent-at-arms

7. Mr. Patrick Okoyo Hansard reporter

8. CPA Mollecane Achavyo Deputy Director, Finance & Accounting Services




2.0 LEGAL FRAMEWORK & GUIDING PRINCIPLES

2.1 Legal Framework
Hon. Speaker,

The Committee was guided by the following legal instruments;

10|

. 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,
11.  The accounts of all funds and authorities of the National and County
governments,
111.  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 “wiifiin three months after receiving an audit report,
parliament or county assembly shall debate and consider the report and take
appropriate action”.

. 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.

Public Audit Act 2015; Section 7 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

. 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.



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;
1). Openness and Accountability including public participation in financial
matters,
11). Public money shall be used in a prudent and responsible way; and
111). Financial management shall be responsible arid fiscal reporting shall be clear.

The Commuttee 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 KISUMU COUNTY REVENUE

BOARD FY 2024/2025
Hon. Speaker,

The Acting CEO Mr. Philip Adundo of the board appeared before the committee to adduce
evidence on the audited financial statements of the Kisumu County Revenue Board for the

year ended 30" June 2025.
He was accompanied by the following;
David Nandi — Revenue Officer

Mr. Samuel Chege represented the Office of the Auditor General in the meeting

BASIS FOR ADVERSE OPINION FY 2024/2025

REPORT ON FINANCIAL STATEMENTS

3.1 Unsupported Opening Balances in the Financial Statements
Review of the financial statements revealed incot:¢ct opening balances as detailed in the table
below;

i’fiusing balance as
s Opening balance | per the prior Year :

s A reported Kshs. ;llditﬂd ’ financial R S
statements Kshs.

Statement of

financial

performance — | 64,365,779 48,663,864 15,702,915

Transfers from the :

County Government
Statement of
financial
performance — 13,997,623 (11,704,292) (7,706,669)
Surplus/Deficit for
the period
Statement of
financial position —
Capital/development
grants/fund

Nil 15,701,915 15,701,915
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Statement of
financial position — | Nil (11,704,292) 11,704,292
Reserves

Statement of
changes in nct assets
- Accumulated

298] 623 (11,704,292) (7,706,669)

surplus

In addition, the statement of changes in net assets, reflects a comparative balance of
Kshs.(18,586,106) in respect of deficit for the previous year. No prior year adjustments were
provided for the revision of the balances.
In the circumstances, the completeness and accuracy of the disclosed balances could not be

confirmed.
Management i22sponse

We acknowledge that the prior adjustments were not provided. Ksh. 15,702,915 understated
transfer from tiie county government due to wrong recognition of misclassified receipts. The
right position of the total funds transfer was Ksh. 64,365,779 as herein shown in the table
below. Attach:d are Bank statements supporting the transfers in the below. See Annex 1(i-vi)

The table below shows all transfers received in the prior year adjustment of 2023-2024 (Refer
to Appendix 1)

Surplus / deficit for the period had a variance of Ksh. 7,706,669 because of the wrong
recognition of asset costs in the financial performance instead of being posted in the financial
position amounted to Ksh. 15,701,915. After properly adjusted in respect to its specific
classification in the right component in the financial accounts, as per generally accepted
accounting principle, we realized a surplus of Ksh. 3,997,632 from a deficit of Ksh.11,704,292.

Journals are as attached. See Annex 2.

There was no capital or Development grand received from County revenue fund since our
source of fund transfer is purely recurrent, hence ksh. 15,701,915 was wrongly posted in the
financial statement. The reserve posted in the prior year was because of understatement and
misclassification and this was addressed in the adjustments.

the statement of changes in net assets, reflects a comparative balance of Kshs.(18,586,100) in
respect of deficit for the financial year under review. The deficit grew due to commitments
made in respect of the approved budget of Ksh. 75m but due to financial constrains we received
only Ksh. 46.7 million. So, we ended up with unpaid bills of 18million for recurrent
expenditure. After the prior year adjustments of the financial year 2023-2024 the surplus was

Ksh., 3,997,632 as attached in Annex 3
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Committee Observation

That prior-year adjustments were reflected in the financial statements for 2024/2025.
However, the journals failed to specifically state the accounts affected

Committee Recommendations

1. That the Accounting Officer should ensure that the financial staternents are signed
only after thoroughly reviewing and confirming their accuracy and completeness.

2. That the County Executive Committee Member for Finance, Ece#nomic Planning
and ICT should consider facilitating refresher training for accoustants to enhance
their understanding and capacity in the preparation of accuraie and compliant
financial statements.

3. That the matter is resolved

3.2 Unsupported Expenditure on Sanitary and Cleaning Expenses

The statement of financial performance and as disclose« in INote 7 to the financial statements
retlect an amount of Kshs.50,929,051 in respect of use of goods and services. Included in the
amount 1s Kshs.1,431,869, which relates to sanitary and cleaning expenses. which further
includes an amount of Kshs.198,132 which could not be si::ported.

In the circumstances, the completeness and accuracy of the reported balances could not be
confirmed.

Management Response

We have noted the query from the auditors on the unsupported Ksh. 198,132 which we wish to
clarify that it's the difference of the current expense Ksh. 1,431,869 incurred during the
financial year under review less actual amount paid of Ksh. 1,233,737 which included accrual
payment of Ksh. 282,709 for the financial year 2023-2024. The is caused by partial payment
witnessed in the table below, specifically the month of September and November payments.
See the below data for ease of reference to the invoices and a journal annex 04

Committee Observations

1. Annex 4 does not provide clear records of amount payable to the supplier as at 30 June
2024,

2. That the management failed to appreciate the concept of double entry system in
maintaining accounts.
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Committee Recommendations

1. That the Institute of Certified Public Accountants of Kenya (ICPAK) should
consider taking appropriate disciplinary action against the accountants
responsible for the preparation and signing of the financial statements, in
accordance with the applicable professional standards and regulations.

2. That the matter is unresolved

3.3 Unsupported Expenditure on Uniform and Clothing Expenses

The statement of financial performance reflects use of goods and services amount of
Kshs.50,929,051 as disclosed in Note 7 to the financial statements. Included in the amount is
Kshs.3,361,348 which relates to uniforms and clothing, which includes an amount of
Kshs.2,452,297 that was not supported with documentary evidence.

In the circumstances, the completeness and accuracy of the reported balances could not be
confirmed.

M=anagement Respoase

The amount of Ksh. 2,452,297 under review is the difference of expenditure incurred less total
amount paid during the year including accrued payment as shown in the table below.

Attached are the documents supporting the financial statement in respect to uniform and
clothing. See Annex 5

Committee Observation

That expenditure amounting to Kshs.2,452,297 relating to uniforms and clothing was not
supported with documentary evidence.

Committee Recommendations

1. That the matter be referred to the Ethics and Anti-Corruption Commission for
further investigation for possible loss of public funds
2. That the matter is unresolved

3.4 Unsupported Expenditure on Communication, Supplies and Services
and Hospitality Supplies and Services

The statement of financial performance reflects use of goods and services reflects an amount
of Kshs.50,929,051 as disclosed in Note 7 of the financial statements. Included in the amount
1s Kshs.7,452,231 and Kshs.4,572,881 which relates to communication, supplies and services
and hospitality supplies and services respectively. The Management failed to provide the
supporting journals showing the movement from Kshs.7,425,476 to Kshs.7,452,231 and from
Kshs.3,555,394 to Kshs.4,572,881 in the amended financial statements. This is contrary to Reg
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97. (3) of the Public Finance Management (County Government) Regulations, 2015 that states
adjustments may also be made after the close of the year by journal entries for the correction
of accounts due to miss-postings or misclassifications impacting on fair presentation of
financial statements that may be noticed after the 30 June each year.

In the circumstances, the completeness and accuracy of the reported balances could not be
confirmed.

Management Response

The amount reported for comsmiunication supplies and services in the first financial
report was Ksh. 7,452,231 as indicated by the auditors however during the amended
financial report we realised that among the payments were accrued payments of
Ksh.67,345 for safaricom bundics financial year 2023/24 and payable amounting to Ksh.

94,100 was not considered at the time of reporting.
The table below show the adjustments to the increase of communication services. See

the attached Journals to correct tire error of omission and recognition of expenditire as

it occurred. Annex 6

N | DETAILS | FS ADJ | AMEND
0 INITIA |US | ED FS
LY REPOR
REPO T
RTED
1 | Communic | 7,425, 742547
ation and | 476 6
Services
2 | Less. (67, | (67,345)
Safaricom 345)
Bundles FY
2023/24
3 | Add. 28,1 | 28,100
Safaricom. 1 00
Internet for
June 2025
4 | Add. 66,0 | 66,000
Airtime 00
Allowance
for staffs
Totals 7,425,4 | 26,7 | 7,452,23
76 55 1

The hospitality supply and services initially, we reported paid amount of Ksh.3,555,394
including both current and accrued bills while omitting payables for the current
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financial year 2024/2025. Below is the schedule of adjustments to the increase of the
expenditure to Ksh. 4,572,881 See Annex 7

N | DETAILS ES ADJUSTMEN | AME
0, INITI | TS NDE
ALY D FS§
REPQO REP
RYED ORT
| | Hospitality | 3,353, 3,555,
supply and | 394 394
Services
2 | Less. (187,338) (187,3
Pinecone 38)
conferences
services FY
2023/24
3 | Less. Liwin (329.1235) (329,1
Catering 25)
Services FY
2023/24
4 | Add. Sunset 485,000 4835,0
—Conference 00
services June
2025
5 | Add. Liwin — 161,550 161,5
Catering 50
Services FY
2024/25
6 | Add. Bondo 779 400 779 4
Pride  Inn- 00
Conferences
FY 2024/25
7 | Add. 108,000 106,0
Pinecone - 00
Conference
services FY
2024/25
Totals 3,555, | 1,017,487 4,572,
394 881
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Committee Observations

1. The Committee observed that the financial statements reported Kshs.7,452,231 under
communication, supplies and services and Kshs.4,572,881 under hospitality supplies
and services, forming part of the total use of goods and services of Kshs.50,929.051.
However, the supporting journal entries evidencing the adjustments and explaining the
movement from Kshs.7,425,476 to Kshs.7,452,231 and from Kshs.3,555,394 to
Kshs.4,572,881 were not provided

2. That as at the time of committee deliberations, Payables initially omitted had been
considered

Committee Recommendations

That the matter is resolved

3.5. Material Uncertainty Related to Going Concern

The statement of financial performance reflects current assets of Kshs.2,012 and cursent
liabilities amounting to Kshs.26,974,816 resulting to a net negative working capital amounting
to Kshs.26,972,804. In addition, the Board made a deficit of Kshs.13,360,077. This is
indication that the Board is technically insolvent and its continued operations is dependent on
the continued support by the County Government and its creditors.

In the circumstances, the continued existence of the Board is dependent on support of the
County Government and its creditors.

Management Response
No response
Committee Observation

That the financial statements revealed a net negative working capital amounting to
Kshs.26,972,804. In addition, the Board made a deficit of Kshs.13,360.077. This is an
indication that the Board is technically insolvent and its continued operations is dependent on
the continued support by the County Government and its creditors

Committee Recommendations

1. That the management to streamline its operations with a view to avoiding a
negative working capital (where liabilities exceed assets)
2. That the matter be kept in view by the Auditor General in the subsequent audit

3.6. Budget Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget and
actual amounts on a comparable basis of Kshs.50,000,000 and Kshs.46,791,384 respectively
resulting to an under-funding of Kshs.3,208,616 or 6% of the budget. Similarly, the Board
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spent Kshs.48,756,350 against an approved budget of Kshs.50,000,000 resulting to an under-
expenditure of Kshs.1,243,650 or 3% of the budget. Further, review of the statement of
comparative budget and actual amounts revealed that the explanatory notes to give the reasons
for the differences between the budgeted and actual figures has not been provided as prescribed
by the IPSAS 24.14.

The under-funding and under-expenditure affected implementation of the planned activities
and programs and may have impacted negatively on service delivery to the public.

Additionally, it was noted that the statement of comparison of budget and actual amounts
reflects original budget of Kshs.75,000,000 and adjustments of Kshs.25,000,000. The
adjustment was however not supported by approval from the board and the County Assembly.
In the circumstances, Management was in breach of the law as provided under Paragraph
IPSAS 124.14 which states that the comparison of budget and actual amounts shall present
separately for each level of legislative oversight by the way of note disclosure, an explanation
of material differences between the budget for which the entity is held publicly accountable
and actual amounts, unless such explanation is included in other public documents issued in
conjunction with the financial statements, and a cross reference to those documents is made in
the notes.

Management Response

No response

Committee Qbservation

That the Board received Kshs.46,791,384 against a final receipts budget of Kshs.50,000,000,
resulting in under-funding of Kshs.3,208,616 (6%). The Board further incurred expenditure of
Kshs.48,756,350 against an approved budget of Kshs.50,000,000, resulting in under-
expenditure of Kshs.1,243,650 (3%). The under-funding and under-expenditure may have
affected the implementation of planned activities and programmes and consequently impacted
negatively on service delivery to the public :

Committee Recommendations

1. That Management should strengthen budget planning and implementation to
ensure that available resources are aligned with approved programmes and that
under-funding and under-expenditure are minimized.

2. That Management should ensure that all material variances between budgeted
and actual amounts are adequately explained and disclosed in the financial
statements in accordance with IPSAS 24.14.

3. That the matter is unresolved
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3.7 Unresolved Prior Year Matters

In the prior years’ reports issues were raised under the Report on Financial Statements,
Lawfulness and Effectiveness in Use of Public Resources and Report on Effectiveness of
Internal Controls, Risk Management and Governance. Review of the status during the audit of
the fund in 2024/2025 revealed that the following matters detailed in Appendix 1 which
remained unresolved

Management Response
No Response
Committee Observation

In the prior years’ reports issues were raiscd under the Report on Financial Statements,
Lawtfulness and Effectiveness in Use of Pulilic Resources and Report on Effectiveness of
Internal Controls, Risk Management and Governance. Review of the status during the audit of
the fund in 2024/2025 revealed that the following matters detailed in Appendix 1 which
remained unresolved

Committee Recommen:lations

1. That the manazement must strive {0 resolve all the prior year issues and
continuously up:iate the Office of the Auditor General
2. That the matter is varesolved
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4.0 REPORT ON LAWFULNESS AND EFFECTIVENESS IN
THE USE OF PUBLIC RESOURCES

4.1 Follow Up on Audit Issue Raised in the Prior Year- Irregular Opening
of New Bank Account

As reported 1n the previous year, Management maintained and operated one (1) commercial
bank. However, Management did not provide authority to open and operate the bank account
as stipulated under Section 119 of the Public Finance Management Act, 2012.

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

Management Response

We acknowledge the auditors’ observstion and that the initial letter to that open bank
account was done by the Boards Chairman which was not the right procedure. A letter
requesting CECM Finance to regularize the bank account had been send to him for action.
See Annex 8

Committee Observations

1. As reported in the previous year, Management maintained and operated vne (1)
commercial bank. However, Management did not provide authority to open and opzsrate
the bank account as stipulated under Section 119 of the Public Finance Manasement
Act, 2012

2. As at the time of committee deliberations, the management provided a letter by the
CEO to the County Executive Committee member, Finance Economic Planning and
ICT. However, the response to the letter was not provided

Committee Recommendations

. That in future, the management must ensure adherence to Section 119 of the
Public Finance Management Act, 2012.
2. That the matter is resolved

4.2 Composition of the Board

Records provided for audit indicated that the Board members were appointed in August 2023
by the Governor - County Government of Kisumu for a period of three (3) years. However,
review of information in the financial statements submitted by the Board for audit revealed that
the Board members stepped aside and a caretaker subcommittee was put in place for oversight.
The criteria and authority for appointment of the care taker subcommittee was not clear and in
contravention of Section 5 of the Kisumu County Revenue Administration (Amendment) Act,
2022 which specifies that the Board shall be composed of (a) A non-executive Chairperson
nominated by the Governor from among persons competitively sourced and recommended by
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