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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE CONTROLLER AND. AUDITOR GENERAL ‘
ON THE ABSTRACTS OF ACCOUNTS OF THE MUNICIPAL
'COUNCIL OF MUMIAS FOR THE YEAR ENDED 30 JUNE 2006.

The attached Abstracts of Accounts of the Municipal Council of Mumias
set out on pages 1 to 18 which comprise the Consolidated Balance Sheet
as at 30 June 2006, the General Rate Fund (GRF) Summary Income and
Expenditure Accounts, Local Authorities Transfer Fund (LATF) and
Roads Maintenance Fuel Levy Fund (RMLF) Income and Expenditure
Accounts and the explanatory notes have been audited under my direction
in accordance with the provisions of Section 23 of the Public Audit Act
2003.

1.0 The Council’s Responsibility for the Abstracts of Accounts.

The Council is responsible for the preparation and fair presentation of the
Abstracts of Accounts in accordance with the Local Government Act,
Cap 265; the Local Authorities Transfer Fund (LATF) Act, 1998; the
International Public Sector Accounting Standards (IPSAS) and other
generally accepted accounting principles. This responsibility includes:
designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of Abstracts of"Accounts that arc free
from material misstatement, whether due to fraud or error; selecting and
applying’ appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

2.0 The Controller and Auditor General’s Responsibilify

My responsibility is to express an opinion on the Abstracts of Accounts
based on the audit. The audit was conducted in accordance with the
International Standards on Auditing. Those Standards require compliance
with ethical requirements and that the audit be planned and performed
with a view to obtaining reasonable assurance that the Abstracts of

v s Accounts are free from material misstatement. ;
o An audit involves performing procedures to obtain evidence about the
‘ amounts and disclosures in the Abstracts of Accounts. The procedures
selected depend on the auditor’s judg@mentg, including the assessment of
the risks of material misstatement of the Abstracts of Accounts, whether’
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due to, fraud or-error. In making those risk assessments, the auditor

considers internal controls relevant to the entity’s preparation and” fair - .

presentation of the Abstracts of Accounts in order to design audit
procedures that are appropriate in the circumstances, but not for the

purpose of expressing an opinion on the effectiveness of the Council’s

internal controls. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the Council, as well as evaluating the overall presentation of the

Abstracts of Accounts. .
I believe that the audit evidence obtained is sufficient and appropriate to

provide a basis for the audit opinion.
3.0 Qualification Points

3.1 Non-Submission, Opening Balances, Format, Accuracy and
Completeness of the Accounts

The Council has not to date prepared and submitted for audit Abstracts
~of Accounts for the years 1988/1989 to 1997/1998. The Council
therefore continues to be in breach of the law. Further, and in the
absence of certified Accounts for 1997/1998 and prior years, the
source and accuracy of the opening balances as at 1 July, 1998 and for

the subsequent periods including 2005/2006 could not be confirmed, -~ - -

The Accounts for 2005/2006 were prepared using the approved
conventional accounting system format but which did not comply with
the International Public Sector Accounting Standards (IPSAS). * The
Council was therefore in breach of the IPSASH
The Accounts for 2005/2006 did not contain a Cash Flow Statement, a
Consolidated Tncome and Expenditure Account, a summary of
accounting policies and statements of changes in respect of grants
applied, revenue contributions to capital and other balances. The
notes to the Accounts were also not cross-referenced to the items in
the Accounts.
In view of the foregoing, the accuracy and completeness of the Accounts
as at 30 June 2006 could not be confirmed. ) ‘

3.2 Fixed Assets

The fixed assets balance decreased from Kshs.31,683;540.95 as at 30
June 2005 to Kshs.24,609,862.20. as at 30 -June 2006. - However,
ownership documents for Jand parcels in réspect Maxoni, Matawa, Ekero,
and Mumias markets and the respective valuation reports were not made
available for audit. verification. -An updated Fixed Assets Register was

“also not maintained during the year. In the- circumstances, the ownership,

existence, and accuracy of the fixed assets stated at 'Kshs.24,609,862.20

as at 30 June 2006 could not be ascertained.
2
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3.3 Sundry Debtors

The sundry debtors balance increased from Kshs.5,748,293.70 as at 30
june 2005 to Kshs.7,966,984.70 as at 30 June 2006. The balance

“comprised Contribution in Lieu of Rates — Kshs.1,226,097.00; Land Rent

and Rates — Kshs.914,470.00; Market Plot Rents — Kshs.817,357.00,

-Staff Advanees — Kshs.2,979,169.95, Old Imprests and Advances

Outstanding — Kshs.1,963,280.70 and Union Dues — Kshs.66,610.00.
However, the Council did not make any provision for bad and doubtful
debts during the year and as a result the recoverability of the debtors
balance of Kshs.7,966,984.70 as at 30 June2006 could not be confirmed.

3.4 Bank Overdrawn Balances

The bank overdrawn balances increased frofn Kshs.9,416;936.75 as at 30
June 2005 to Kshs.21,130,626.85 as at 30 June 2006. However, the

relevant supporting bank reconciliation statements were not made

available for audit review with the result that the overdraft of
Kshs.21,130,626.55 as at 30 June 2006 could not be confirmed. '

3.5 Sundry Creditors

(i). The sundry creditors balance increased significantly from
Kshs.9,348,448.65 as at 30 June 2005 to Kshs.21,102,876.00 as at
30 June 2006. However, unsettled fee notes, invoices and related
statements were not made available for audit verification. The
creditors included the National Housing Corporation (NHC) with a
balance of Kshs.7,267,724.00. which the Council explained as
representing amounts collected on behalf of ]WHC. However, this
particular amount was not represented by a bank balance or any
other acceptable form of liquid asset. In the circumstances, the
accuracy of the sundry creditors balance of Kshs.21,102,876.00 as
at 30 June 2006 could not be ascertained. '

(i) It would also appear that the Council was not meeting its financial
obligations as and when they fell due. During the year, the Council
operated with a negative working capital whose balance stood at
Kshs.13,163,642.15 (2004/2005 — Kshs.3,668,643.05) as at 30 June
2006. Its going concern status was therefore threatened.

3.6 Renewals Funds

Section 219 of the Local Government Act, Cap 265 requires the Council
to create and set aside adequate renewals funds to provide for the entire
or partial replacement of ‘some or all of its assets, which, owing to

“depreciation or’ other cause, will ‘require at some future date to be

replaced.” Information available indicates that the Council had an
. .’ 3
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accumulated renewals funds balance of Kshs.6,961,412.45 as at 30 June
2006. However, the Council did not provide evidence of the existence of
such funds in cash, cash equivalent or tangible investments. It was
therefore not clear how the Council intended to finance the replacement
of its assets, in future, in the absence of tangible renewals funds.

3.7 Financial Improprieties

(1)  During the year, payments for goods and services worth
Kshs.207,500.00 were not supported by the necessary receipts and
invoices. ) : o

(i)  The Council advanced an amount of Kshs.100,000.00 to two
Councillors without the Ministerial authority.

(i1i) An expenditure of Kshs.1,082,288.00 incurred on insurance of the

' Council’s assets does not appear to have heen based on.a properl:
assessed value. Consequently, the propriety of the expenditure
could not be ascertained. ‘ L '

4.0 Opinion

Because of the significance of the matters discussed in the preceding
paragraphs, I am unable to express an opinion on the Abstracts of
Accounts as required by the provisions of Section 24(2) of the Public
Audit Act, 2003 that: all the information and explanations required for
the purpose of the audit were received; the Accounts have been properly
maintained and are in order; the Consolidated Balance Sheet gives a true
and fair view of the financial position of the Council as at 30 June 2006;
the Suminary Income and Expenditure Account gives a true and fair view
of the income and expenditure of the Council for the year then ended; and
that the Accounts comply with the Local Government Act, Cap 265.

A.S.
CONTROLLER AND AUDITOR GENERAL

Nairobi

7 August 2009
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Town Hall
P.O. Box 277, MUMIAS
Telephone 641248

48" December. 2006

FIN 4/12/53
Date: .o

OUr REF v

YourRef:..‘.A...H....._.‘ .................

The Permanent Secretary
Ministry of Local Government
P.0O. Box 30004

“y NAIROBI

Dear Sir,

RE: ABSTRACT OF ACCOUNTS FY 2005/2006

This is to forward to you our FY 2005/2006 Abstract of Accounts prepared within the
Local Government Financial and Accounting Reguiations as required under LATF
regulations.

Yowrss faithfully = -y

s == F
g[' / ; - O S
@ O S N T R TR Lt
gl Fam s BE
R. W. Shibuko

Forr TOWN CLERK

CC:

The Permanent Secretary
Ministry of Finance

P.O. Box 30007

NAIROBI

The Programme Co-ordinator

Kenya Local Government Reform Programme
P.O. Box 30004

NAIROBI

The Director .- :
Department of 1 ocal Authority Inspectorate

‘Ministry of Local Government

P.O. Box 30004
NAIRQBL

The Provincial Local Govarnment Officer
Western Province

P O Box 431

KAKAMEGA

All Corvespordences be addressed Fo The Tosust Clerk
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Mun-icipa.il Council bf Mumias

MINUTES OF SPECIAL FULL COUNCIL HELD ON 14TH DECEMBER 2006 AT
1.15 P.M. IN THE COUNCIL HALL

PRESENT

1. Clir. R. A. Kongoti -~ - His Worship the Mayor '
2. Clir. S. K. Watako - Deputy Mayor "
3. Clir. S.0. Otinga - Member

4. Clir. R. O. Nyangweso - Member

5. Clir. J. N. Shitawa - Member -

6. Clir. S. M. Saka - Member

7. Clir. M. M. Washiswa - Member

8. Clir. I. C. Muchelule - Member

g, Cil, L.O. Usundve. ieriber

IN ATTENDANCE

1. Mr. J. K. Chebon - Town Clerk

2. Mr. P.O. Ataro - Town Treasurer

3. Ms. J. M. Olubwayo - Adm. Officer.

4. Ms. Rose Shibuko - For: Snr. Accountant

5. Mr. Kassim Juma - For: Revenue Officer

6. Mr. Fred Okailo - For: Internal Auditor

7. Ms. Praxaedes Wanzala- Committee Clerk

R,
FAl

ABSENT WITH APOLOGY

Clir. Peter R. Oluye - Member

MIN FC 38/06 — PRAYER

The meeting was called to order by His Worship the Mayor with a word of prayer from
Ms. Jacklyne Olubwayo.

MIN FC 39/06 — CONFIRMATION AND ADOPIION OF MINUTES OF SPECIAL
FINANCE STAFF & GENERAL PURPOSES COMMITTEE OF 14/1 2/2006

The Chairman Finance, Staff & General Purposes Committee Cllr. Stephen Ofutare

presented the.above minutes for confirmation and adoption.

They were confirmed and adopted as a true record of the proceedings.

R e e P (T O LR 0 R}




VIUNICIPAL COUNCIL OF MUMIAS

MINUTES OF SPECIAL FINANCE STAFF & GENERAL PURPOSES COMMHTEE MEETING

HELD ON 14/12/2006 IN THE COUNCIL HALL AT 10.30 A.M.

S NOD O R W

PRESENT
1. ClIr. S.0. Otinga - Chairman
2. Clir. R. A-Kongoti - His Worship the I\/layor
3. Clir. S. K. Watako - Deputy Mayor
4 Clir. R. O. Nyangweso - - Member
5. Clir. J. N. Shitawa 8 Member L
6. Clir. S. M. Saka - Member -
7. Clir. M. M. Washiswa - Member :
8. ClIr. 1. C. Muchelule - Member
9. Clir. LO. Osundwa - Member
IN ATTENDANCE
Mr. J. K. Chebon - - Town Clerk
Mr. PO Ataro - Town Treasuiet
Ms. J. M. Olubwayo . - Adm. Officer. ,
Ms. Rose Shibuko - For: Snr. Accountant
Mr. Kassim Juma - For: Revenue Officer
Mr. Fred Okallo - For: Internal Auditor
Ms. Praxaedes Wanzala - Committee Clerk
ABSENT WITH APOLOGY
Clir. Peter R. Oluye - Member

MIN FSGP 47/2006 — PRAYER

#y
it

The Chairman called the meeting to order with a word of prayer from Ms. Rose Shibuko.

MIN FSGP 48/2006 — 15" QUARTER BUDGET REPORT

The Town Treasurer presented a report on Income and Expenditure for the 1% quarter
2006/2007 (July — September 2006) as follows:-

)

Expenditure — 26%
Expenditure for the first quarter was Kshs 12,137,393 on recurrent up by 1% due
to KIMSCA games held in August 2006 but hoped to recover in the next quarter.

Income — 12% - Kshs 7,194,295.00

- The income was low. LATF as part of the Council income had not been received

in this quarter; but income to improve when the council shall start receiving
sugar, transport and molasses levies from Mumias Sugar Company and other
government levies i.e. Contribution in Lieu of Rates. .
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D. LEGAL FEES
Namatsi & Co. Advocates |
Ombito & Co. Advocates

E. CAPITAL PROJECTS
Motor Vehicle

F. WARD PROJECTS
Lusheya
Lureko
Matawa.
Mayoni
Eluche
Mumias North
Mumias South
Mumias Central
G. MAINTENANCE
H. BANK CHARGES

TOTAL EXPENDITURE
Balance

4 S = s R

69,820.00

50,000.00.

250,000.00
500,000.00
126,455.00
238,400.00
217,390.00
396,460.00
285,900.00

71,960.00

119,820.00

2,751,500.00

2,086,565.00
4,700.00
13,010.00

15,164,271.80
878.60

After lengthy deliberations on the same, Clir. Muchelule proposed, seconded by Clir.

Lilian Osundwa and resolved that:

Park to be computerized.

All council accounts i.e. Revenue, Markets and Bus-

Ward projects to be paid and managed by project committees from various institutions i.e.
Schools, Health centres and registered groups but to be supervised by area councilors,
Council management and all other relevant Governmgnt machinery this was proposed by

Clir. . Mola and seconded by Clir. Neta.

MIN FSGP 50/2006 — ABSTRACT OF ACCOUNTS FY 2005/2006

The Town Treasurer took members through the FY 2005/2006 Abstract of Accounts.

lt was proposed by Clir. Kongoti, seconded by Clir. Muchelule and resolved that legal
action be taken against imprest defaulters from former councilors and staff worth-Kshs

1,963,280.75.

Thereafter the Town Treasurer also read to members a summary of the Consolidated

balance sheet for FY 2005/2006. It was noted and agreed to be adopted as a council
-document

»




"y
.ﬁy L

MIN FSGP 5115006 _ SUSPENSION (MR. H. B. MAINA)

The Town Clerk feborted to members that he had suspe‘hded Mr. Hannington B. Maina —
Licensing officer on 7" December 2006 on the following grounds:-

) Unfaithful discharge of duties

i) Neﬁgligence of duty .

iy . Soliciting of bribes from council service providers
V) Regular absence/lateness to duty and

V) Fraud of council documents

The case is under in\}estigation by the Kenya Anti-Corruption Commission and the Town
Treasurer is asked to withhold salary due to him until the case IS determined.

MIN FSGP 52/2006 — FUNERAL FOR MR. T.J. CHITECH!'S WIFE

The council resolved to'contribute Kshs 10.000 towards the funeral of Mr. THeophilus .
Chmechi s wite as proposea oy i Kongod saconded by Clir. Netia,

MIN FSGP 53/2006 — ADJOURNMENT

There being no other business, the meeting ended with prayers.

CHAIRMAN
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