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1. Key Entity Information and Management:
a) Background information

Special Munic¢ipality of Mwatate is established by and derives its authority and accountability from
Urban Areas and Cities Act, (No.13 of 2011) dated 8 May 2019. The Municipality is wholly
owned by thé"County Government of Taita Taveta and is domiciled in Kenya.

The Municipality’s objective is to:

1. Establish and strengthen the urban institutions, notably the munieipal board(s) and:the
municipal administration(s)
1. Integrate and regularly update the section on urban development issues (challenges and
opportunities) in the County’s development strategy and its ensuing development plan;
111, Assist/the County Government and their urban institutions in meetiné the minimum
conditions necessary to access the urban development grant.

The Municipality’s principal activity js to:

1. The proposed priority projects for the UDG implementation in the financial 20212022 are
as follows: -
v Construction of a modern market facility

b) Principal Activities
The principal activity mission mandate of (he Municipali_ty 1S to:

1) Conducl urban pl;'anning‘éctivixies, training and capacity building, and preparation of
better utban annual investment plans and urban development plans.

2) Support the cost of operations in the offices of the Municipal and other urban areas

3) Furnishing of urban boards and management with equipment and furnitare

4) Train an'd capacity build the urban boards and key county staffs on urban issues and

5) Conduct peer to peer learning with other counties which have better working urban
management.

i
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[
c) Mu icipality Board

'uﬂ:»:-,.
|1 | THOMAS JUMWA -

2 GLADYS MAGHUWA NDAU VICE CHAIRPERSON |
3 JONES MTOTO MEMBER

& LUCY WAMACHI MGHOI MEMBER

5 JULIUS K. NGONDO MEMBER

6 MERCY KIBIBI MWASIGHWA: - | MEMBER

7 SAMUEL MWABILI WANGIO MEMBER

8 REUBEN NGETI - CCO LANDS

9 MWADAWIRO MGHANGA CECM Lands N
10 EDWARD MWAKALAMU MUNICIPAL MANAGER D

d) Key Management

[ FEE T TN T !Elﬂlﬁim JEIEE T IIII ET
|1 EDWARD MWAKALAMU MUNICIPAL MANAGER

2 --/H ARRISON_M}’\_/_AIEULOMBA CIVIL ENGINEER o

3 |4 AM INASULEIMAN =~ | ACCOUNTANT -
4 __ANNIP :MSHIMBA PROCUREMENF OFF ICER -
' 5 PETER MWASHIG EA]_)I‘_ - _ | PCT COORDINATOR -
16 | ABIGAILMWALUMA _ | HR OFFICER e e

) Fiduciary Oversight Arrangements

The key hduciary oversight bodies at the Municipality for the year ended 30th June 2022 were:
1.) Coﬁhty Assémbly of Taita Taveta County |

2) Cou'q}ty Audit Committee

3) Cothnittees of the Senate

4.) Coujl‘nty Budget and Ecenomic Forum (CBEF)

|
f) Registered Offices
Municipal 4) fice Building-Mwatate
Mwatate Town, Off Voi — Taveta Highway,
P.O. Box 1066-80304
Mwatate, K nya

|
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g) Contacts
Telephone: +254721255099
E-majil: mwatate.municipality@gmail.com
Webgite: www.mwatatemunicipality.go.ke
h) Ban]&rs

1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
Square 00200
Nairobi, Kenya

2. Kenya Commercial Bank
Wundanyi Branch
Along Posta Road
P.O.Box 1067-80304
Wundanyi, Kenya

i) Independent Auditor
Auditer General
Office of The Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO0I00100
Nair¢bi, Kenya
j) Principal Legal Adviser
The Attorn ey General
State Law Office
Harajnbee Avenue
P.O!Box 40112
Squ?re 00200
Nairobi, Kenya
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2. Muniéipality Board
{
[

Name | |

Details of qualifications and experience

1. Tﬁofﬁas Jumwa:

BSc. Business administration: University of the People.
KCB from ]994-—201 1 Branch Manager.

Baehelors in Education
Masters in Education
34 years in management and Teaching.

1 i

Diploma in Edueation Management Kenya Education
Management Institute.

Teacher from 1979-2020
Head teacher 2009-2020

i
4. Jones Kiwishi

Doctor of philosophy in Administration (ongoing) Kabarak
University. '

Master of Business Administration —Kenya Methodist
University (Upper Division)

Bachelor of Business Administration- Kenya Methodist
University (Second class-lower division).

A
Rl ES 3 %2

Bachelor of education arts, Nairobi University.
Project Managing director NGO: for 2 years.

4 .
6. Reuben Ngeti

Masters in Urban Science and Human settlement, German.
Msc. Urban Environmental Management, Netherlands.
Msc. Urban and Regional Planning UON.

Practising Urban Planner 1998 to date.

Vi
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7. Samuel Mwabili

it "‘l H:

BSc. Ecotourism & Hospitality management. Egerton
University.
Marketing and sales 10 years’ experience.

8. Lucy Mghoi

‘;3 k. k1
3:

Tailoring'G3, Representative for the PWD (People with
Disabiiity)

9. Mwendawiro
Mghanga.

CEM Lands Taita Taveta county

Master of Arts in Literature

Msc. in Development Studics

Researclier in Scandinavian institutein African studies.
MP 2002-2007 Wundanyi.

Delegate 131 in constitution nraking conference.

Left in FEBRUARY 2022 for elective position.

Vil
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3. Managﬁnent Team

MUNI(CIPAL MANGER

Bachelor of Business Management MKU.
CPS K.

Accounting Technician 2.

MBA Strategic Management (ongoing) MKU.

Senior management position for a period of 13 years.

PCT COORDINATOR

B.Sc., Agricultural Eeonomics, Chmaka University
Computer Studies-Pwani institute of Professional
studies

Livestoek production officer-Taita- Taveta County

CIVIL ENGINEER

Degree in Civil Engineering, Teclmical university of
Mombasa (Tum) ‘

Higher national diploma civil engineering (Tum)
Diploma in Civil Engineering (Tum)

PROCUREMENT OFFICER.

Bachelor of Business Management & Supply Chain
Management-KEMU.

Procurement officer for 3 years.

HR OFFICER.
BCOM,; HR Option, Taita Taveta University.

Human Resource Management 1 year experienee.

Viid
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ACCOUNTANT
- MBA Finance.
-CPAK
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4. Municipfllily Board Chairperson’s Report

[t 1s my pleasure to present, on-behalf of the special Municipality of Mwatate Board financial
statements for the year ended 30" June 2022. The financial statements present the financial
performance‘of the Municipality over the past year.

Sustainability

The Municipality and its stakeholders are increasingly emphasizing on the need to ensure
sustainability for both its investments and its resource mobilization and financing compatibilities
with an objective of ensuring that the Municipality’s going concern is secured.

The Municipality has conducted a basic assessment of available options for feasible financing tools
that would assure the Municipality of its long-term sustainability. The Municipality has reviewed
its eurrent resource mobilization strategies and proposed feasible sustainability financing options.

Board and Management Changes

Initially the board had 11 members; afier the Urban Areas and Cities Act 2011 was amended to
read, “‘a board of"a municipality shall consist of nine members appointed by the county governor
with approval of the county assembly”. Therefore, the beard was reconstituted to nine members
where the organisational arrangement is expected to enhance efficiency in service delivery.

Review of performance

Income

In the year ended 30th June 2022, the Munieipality had projected revenue of Ksh’s 10,000,000
from Excheq1uer 1ssues.

Projects implementation during the period was carried out as per the plan with the coordinated
efforts by all stakeholders. The performance was also attributed to a favourable opening cash

balance of ths. 9,558,689 at the beginning the year.
Expenditures

The total expenditures during the period ameunted to Kshs. 15,559,620 representing an
abserption rate of 29%. The expenditure comprised of Kshs 14,300,313 spent on development
activities while Kshs 1,259,307 was spent recurrent activities.

Future outlook

The outlook of the Municipality for 20222023 looks brighter. The municipality focus, looks to
build a robust and sustainable fund with a metivated workforce and structures that enhance
effieiency and effectiveness in the service delivery. The Municipality leoks forward to continued
support f‘rom the eounty government and development partners to the realization of its mandate.

|
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Appreciation

I take this opportunity to express my sincere gratitude and appreciation to the county government,
development |partners, stakeholders, management staff and fellow Board Members for their
continued support which made us achieve these results.

I look forwarq to your continued support in the year 20222023

Signed: ‘4&_

Thomas Jumwa
Board Chairman

X1



5. Report of the Municipality Manager
N

It is my pleasure to present the Special Municipality of Mwatate Board Financial Statements for
the year ended 30th June 2022. The financial statements present the financial performance of the
Municipality over the past year. '

The Special’yunicipality of Mwatate Board was conferred a charter as per the powers conferred
by 9(1) and 9(4) of the Urban Areas and Cities Act, (No. 13 of 2011) as complemented by section
72 of the Intkrprelations and General Provisions Act (Chapter 2), gazetted on 8TH May 2019 in
Kenya Gazette Supplement No. 4, LEGAL NOTICE No. 2 (Taita Taveta County Legislative
Supplement No. 2) and started with an initial budget amount of Kshs 91,200,000 in the year ended

30% June 2019.

Financial Performance

|

a) Revenue

In the year énded 30th Junc 2022, the Beard had projected a revenue of Kshs 53,609,632 consisting
of; Kshs 10,000,000 fron: Exchequer issues, Kshs 8,800,000 as eounty contribution and Kshs
34,809,632 as balance brought forward from previous financial year. A graphical representation
of the revenye budget is as shown belov/:

|

14 -
& 3
i B Exchequer releases
5 ® County Contribution
2020/2021 é
v 859 4 B Balance BF 2020/2021
3 i
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Out of the projected revenue, the Board was able to realize Kshs 19,558,689 in actual revenues,
representing 36% performance. This performance was as a result of 36% realization of the
Municipality’s Exchequer Issues.

The table below shows an analysis of revenue performanece during the year ended 30th June, 2022.

Rewenue Claddifikation Revenue Budget Actual Realization
(Ksh) (Ksh) (%)
Exchequer releases 10,000,000 | 10,000,000 100%
County contribution 8,800,000 - -
Balance BF 20202021 34,809,632 9,558689 27%
Total 53,609,632 | 19,558,689 36%

Table 1: Revenue performance in FY 20212022
b) Payments

In the year under review, the Board had projected expenditures of Kshis. 19,558,689 and was abl¢
to utilize a total of Kshs. 15.559,620 representing an absorption rate of 29%. The expenditure
comprised of Kshs 14,300,313 spent on development activities while Kshs 1,259,307 was speni
recurrent activities.

- C) Cash flows

In the FY 202122, the cash and cash equivalents decreased from Kshs 9,558,689 as at 30th June
2021 to Kshs 3,999,069 as at 30th June 2022.

d) Conclusien -

FY 202122 was a good year in general. Good progress was made and the momentum has been
created to enable The Special Municipality of Mwatate continue on a {rajectory into prosperity.

[ take this opportunity to thank the Board Committee Members for their support. I would also want
to thank all staff who we have worked hand in hand to ensure that The Special Municipality of
Mwatate Board achieves its mission.

-~
Signe ) 1;.},‘ /(./an/lo '

Edward Mwakalamu
Municipality Manager

Xiii
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6. Statement of Performance Against Predetermined Objectives for the FY 20212022
1
Introduction

Seetion 164 (21 (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer when preparing financial statements of each County
Government entities in accordance with the standards and formats prescribed by the Public Sector
Accounting Stindards Board includes a statement of the county government entity’s performance
against predetermined objectives.

The key develropment objectives of the County Government of Taita Taveta CIDP2018-2022 plan
arc to:

a) Provide quality physical infrastructure in the County

b) Foster the/economic, social and envircnmental well-being of the community.

c) Providing|for services on all matters for the Municipality’s benefit.

d) Costs effectively provide a high standard of soeial services to the inhabitants of the
municipality.

¢) Provide for efficient and accountable management of the affairs of the municipality.

f) Pursue the¢ developmental-opportunities which are available in the municipality.

Progress on jattainment of Strategic development objectives adopted from Municipality of

Mwatate integrated development plan, (2020-2025)

Below we privnde the progress on attaining the stated O%f:ctives:»

PERESTHI TN ORNE( N RS BN T ofE T IFE R oel] ]
Public Works, To develop and | Inereased 700 m In FY 1920 we
Roads & | maintain roads efficient increased motor
Transport | | and storm water | transportation cf able and

drainage to people, goods passable roads.
global standards | and services Mwatate
adnunistration
Access Road
was done.
Modern Market | Provision of Increased Project 100% Modernization
Facility || market sheds, efficiency in complete of market
stalls flood trade and operations with
lights, sterm revenue clean and
1 water drains and | generation efficient trade.
] Ablution-block
|
X1v
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s Corpon'atéjGO\'ernance Statement

THE BOARD

The Special Municipality of Mwatate was conferred a charter as per the powers-conferred by 9(1)
and 9(4) of the Urban Areas and Cities Act, (No. 13 0f 2011) as complemented by section 72 of
the Interpretations and General Provisions Act (Chapter 2), gazette on8 ""May 2019 in Kenya
Gazette Supplémenl No. 4, LEGAL NOTICE No. 2 (Taita Taveta County Legislative Supplement
No. 2)

The board, also known as the Mwatate Municipality Board (MMB) performs all functions vested
in boards of municipalitics under the Urban Areas and Cities Act, the County Government Act-and
the Municipality Regulations.

The Board is committed to ensuring compliance with regulatery and supervisory corperate
governance reduirements. Essential to the establishment of a corporate governance framewcrk in
the Municipality is a formal governance structure with the board of committee at its apex. The
structure is designed to ensure an informed decision-making process based on-accurate reporting
to the board.

THE BOARD OF SPECIAL MUNICIPALITY OF MWATA'FE

" The Specia! Municipality of Mwatate Charter 2019 provides that the board of municipality shall
be made up of Ninc (9) Members, inclading the chairman, and shall consist of a chairperson and
eight (8) other munbers identified for appointment through a competitive process. The board of
municipality-i§ responsible for the long-term strategic direction of the municipality and
recruitment ofhh«, municipal manager and senior management. The board of municipality
exercises ]eadc,rshlp enterprisc, integrity and judgment in directing the Municipality.

The Members arc provided with full, appropriate and timely information that enables them to
maintain full aﬁnd effective control over the strategic, financial, operational and eompliance
issues. The day-to-day running of the operations of the municipality is delegated to the munieipal
Manager but the Board Members are responsible for establishing and maintaining the system of
internal conthS for the realization of its mandate of providing financial support for improved
access to water and sanitation in areas without adequate services.

Members of the board have been taken through an induction programme; however, there is need
for capacity building to be adequately trained on their roles as board members. The members are
professional, oomm]tled and guided by the mission, vision and core values of the municipality in
execution ofnlren duties.

BOARD MEETINGS.

The board of| 3pecml Municipality of Mwatate holds at least one sitting every three months or as
required in order to moniter the implementation of the municipality strategic plan and

XV
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achievement of the targets as outlined in the charter. The board also plays an oversight role over
all'other financial and operational issues. The Board held one full board one specialboard
nieeting and one committee meeting during the FY 20212022

AUDIT AND RISK COMMITTEE

The County internal Audit committee and internal Auditors are tasked with ensuring that
corporate governance and integrity is enhanced in between the governance of the Municipality.
The committee was established to advice the board on institutional risk management and
compliance. | |

STATEMENT OF COMPLIANCE

The board confirms that the Municipality has throughout the FY20212022 complied with all statutery
and regulatory requirements and that the Municipality has been managed in accordance with the
principles of goed corporate governance.

The Municipality conducted an external legal audit which confirmed that the institution had
complied with all relevant laws, regulations and requirements.

INTERNAL CONTROL AND RISK MANAGEMENT -
Internal Contrel

The Board is|responsible for reviewing the effectiveness of the Munieipality’s system of internad
control which is designed to provide rcasonable, but not absolute, assurance regarding the
safeguarding of assets against unauthorized use or disposition and the maintenance of proper
aceounting records and the reliability of financial information used within the business or for
publication.  These controls are designed to manage rather than eliminate the risk of failure to
achieve business objectives due to circumstances which may reasonably be foreseen and can only
previde reasonable and not absolute assurance against nyaterial misstatement or loss.

Standing Inglructions

The Municipality has a Code of Ethics and Service Charter that is applicable to all employees.
These have a number of standing instruetions to employees of the Municipality designed to
enhance intefna] control.

Organization Structure

A clear organizational structure exists, detailing lines of authority and eontrol responsibilities. The
professionalism and competence of staff is maintained beth through rigorous recruitment policies
and a performance appraisal system which establishes targets, reinforces accountability and:
awareness OTf controls, and identifies appropriate training requirements. Training plans are
prepared and implemented to ensure that staff develop and maintain the required skills to fulfil
their respon‘sﬁbi]ities, and that the Municipality can meet its future management requirements.

XV1
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I

Strategic Plan

|
The business pf the Munieipality is determined by the strategic plan. The strategic plan sets out
the objectives{of the Munieipality, and the annual targets to be met to attain those objectives. The
strategic planis evaluated annually to assess the achievement of those objectives. The board on an
annual basis approves the work plan supported by the financial plan for the year. Progress against
the plan is m@nitored on a quarterly basis.

Internal Control Framework

The Municipahity continues to review its internal control framework to ensure it maintains a streng
and cffective internal control environment. Business processes and controls are reviewed on an
ongoing basis} A risk-based audit plan, which provides assurance over key business processes and
operational al.d financial risks facing the Municipality, is approved by the audit and risk
comimittee. .

The audit andf‘i sk committee considers significant control matters raised by management and beth
the internal ahd external auditors and reports its findings to the board. Where weaknesses are
identified, the committee ensures that management takes appropriate action. No significant
failings or weaknesses were identified during the FY 202122.

Management Team

The managerdent team headed by the Municipality Manager implements the board decisions and
policies throygh action plans. The team meets regularly to review these action plans to ensure that
the board’s offjectives are achieved effectively and efficiently.

Auditor

The Municipality i1s audited by the Office of the Auditoer-General.

Q%A;Amww S

Edward Mwakalamu
Municipal Manager
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i

8. Managefrnent Discussion and Analysis
The Board has centinued to grow since its inception and the management has put measures in
place to safeEuard against any risks.
The'management has ensured that we comply with statutory requirements relating to the functions
of the board %nd also making sure that there is no any form of non-compliance.
BUSINESS PERFORMANCE
Revenue ‘
The Board th so far received over 145,000,000 million as revenues from the exchequer issues
sinee its inception, this will go a long way to see the preposed development plan are achieved
within the stipulated period. This will see elevation of the lives of residents of Mwatate

1

Cash flow |

The cash ancj cash equivalents decrcased from Kshs 9,558,689 as at 30 June 2021 to Kshs
3,999,071 as}at 30 June 2022. The decrease was significant since the service providers were paid

for the servi¢e rendered in compliances with the law.

OPERATIQNAL PERFORMANCE

The Special Municipality of Mwatate’s core operating activities is to elevate the live standards of
Mwatate rcsidems, within its beundaries such asl Refuse collection and solid waste management
services, Coﬁstmelion and Maidtenunce oi‘Muni'cipaIity urban_ roads, stoerm drainage and flood
controls, walkways and other non-motorized-transport infnast@clure; Installation and’
Maintenance of street lighting; Construction, Maintenance and regulation of municipal markets

and abattoirj and‘many others as outlined in the charter .

Employees |
Human capital is a critical ingredient towards ensuring realisation of our key strategic objectives

and mandate. As our stakeholders increase their expectations, it is imperative to ensure adequate

and motivatT‘d human resource capacity is available to provide services.
\
[
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During the year, the Municipality reviewed its organization structure that resulted to growth of
staff from (13) thirteen (14) fourteen for increased efficiency and effectiveness to achieve the

strategic objectives.

Conclusion

We appreciate the unrelenting support from the beard members, management, staff, the county
government, development partners and all the key stakeholders. We look forward to the

continued partnerships and cooperation in areas of mutual interest in the FY 20222023.

Xix °
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9. Envirom}wntal And Sustainability Reporting

The Special Municipality of Mwatate exits to transform lives. This is our purpose; the driving
force behind leverything we do. It is what guides us to deliver our strategy, which is founded on
five (5) pillars: putting the customer Citizen first, delivering relevant goods and services, and

improving operational excellence. Below is-a brief highlight of our achievements in-each pillar

a. Sustainability strategy and profile
The Special Municipality of Mwatate has continued to structure its programs towards'development
projects and ?ctivities that depicts high sense of value for money and goes a lgng wavin alleviating
the residents suffering and improving their ease of doing business.
To improve on the ease of deing business and security of our markets and residential areas, the
Municipality continued to maintain its several street liglits, drainage and sewerage systems across
ite environs.
. \
b. Environmental performance
To promote ‘sus&ainab]e land use and environmental censervation the Municipality undertook
verious capaéit_v city building and provision of materials gearcd towards environmental protection
and sustainable land use. Some of these activities include, but not limited to promote water
harvesting |struetures, running tree planting campaigns during rainy seasons and waste
management. This has greatly contributed in creation of a conducive environment te its residents.
|
c. Employee welfare
The Municidalityllas revamped its efforts in improving the welfare of its employees as a key
ingredient to employee motivation and satisfactory work performance. Some of these activities

includes the Frovision of Comprehensive Medical Cover to all its cadre of staff.

d. Market-place practices-
|
To entrench the spirit of competition in its activities, the Municipality has enhanced openness and
transparency in procuring of goods and services i.c., tenders were advertised on the local dailies.

XX
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As a strategy in promoting the growth of its markets, efforts were made to easure that hawkers
were directecf to the available slots in the urban markets and all advertisements were registered and
licensed by the County Government before undertaking their activities.
i
e. Community Engagements-
The MunicipEIity through its various stakeholders has been emgaging in various community
initiatives that have helped improved people’s living standards. Several public participation
exercises wefe conducted to collect views and contributions from the County residents on issues

such proposed projects, progress reports, budgets.

XX1
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10. Report of the Municipality Board Members

The Board has continued to grow since its inception and the management has put measures in

place to safeguard against any risks.

The management has ensured that we comply with statutory requirements relating to the functions

~ of the board and also making sure that there is no any form of non-compliance.

l

Principal activities

The principal activities of the Municipality are

Conduct urban planning activities, training and capacity building, and preparation of

a.
better urban annual investment plans and urban development plans.

b. §Upp<)rt the cost of operations in the offices of the Municipal-and other urban areas

c.  Furnishing of urban-boards and management with equipment and furniture

d. 'IT]'ain and capacity build the urban boards and key county staffs on urban issues and

e. Conduct peer to peer learning with other counties which have better working urban
mana zement.

Perfonﬁanu-

The performznce of the Municipality for the year ended Juné 30, 2022 are set out on page 1 to

7

Board Members

\ :
The members of the Board who served during the year are shown on page VI

Auditors

The Auditor General is responsible for the statutory audit of the Municipality in accordance

with Article 229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Name:

Secretary of the Board
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I1. Statement of Management’s Responsibilities

Section 180|of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Accounting Officer of the Municipality established by Urban Areas and Cities Act No.
13 of 2011 shall prepare financial statements in accordance with the standards and formats

prescribed by the Public Sector Accounting Standards Board.

The Municipality manager is responsible for the preparation and presentation of the Municipality’s
financial statements, which give a true and fair view of the state of affairs of the Municipality for
and as at the end of the financial year ended on June 30, 2022. This rcspomibility includes:

(I)maimamuiig adequate financial management arrangements and ensaring that these continue to be
offective throvghout the reporting period, (ii) maintaining proper accounting records, which disclose
with reasonqblc accuracy at any time the financial position of the Municipality, (iii)Designir.g,
impleliicnting and maintaining internal centrols relevant to the preparation and fair presentation of
the ﬁnancial‘;sr-atcmcnts, and-ensuring that they are free from material misstatements, whether dae
te error or fiaud, (iv)Safeguarding the assets of the Municipality, (v)Selecting and applying
appropriate| aceounting policies, and (vi)Making accounting estimates that are reasonable in the

('ircumsiancés

The Municipality Manager accepts respensibility for the financial statements, which have been
prepared usiiig appropriate aecounting polieies supported by reasonable and prudent judgments and
estimates, in conformity witlr International Public Sector Accounting Standards (IPSAS), and in the
manner required by the PFM Act, 2012 and Urban Areas and Cities Act No. 13 of 2011. The
Municipality Manager is of the opinion that the financial statements give a true and fair view of the
state of Municipality’s transactions during the financial year ended June 30, 2022, and the financial
position as at that date.
|

The Municipiility Manager further confirms the completeness of the acecounting records which have
been rclied upon in the preparation of finaneial statements as well as the adequacy of the systems of

internal financial control. In preparing the financial statements, the Municipality Manager has
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assessed the| Municipality’s ability to continue as a going concern and disclosed, as applieable,

matters rela(ing to the use of going concern basis of preparation of the financial statements.

Nothing has come to the attention of the Municipality Manager to indicate that the Municipality will
not remain a‘going concern for at least the next twelve months from the date of this statement.
i
Approval of the financial statements
The Speci:ﬂ‘Municipa]it y of Mwatate s financial statements were approved by the Board on

2022 and sighed on its behalf by:

......... %l’@ﬂ
Name: Thomas Jumwa Name: Edward Mwakalarau
(‘hairpersQn of the Board Municipality Manager
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Websu T WWW. oagkenya o. ke ‘
OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

| NAIROBI
Enhancing Accountability |

|
REPORT OF THE AUDITOR-GENERAL ON SPECIAL MUNICIPALITY OF MWATATE
, FUND/BOA FOR THE YEAR ENDED 30 JUNE, 2022

' PREAMBLE ‘ |
| | draw your atTntlon to the contents of my report, which is in three parts: |

' A. Report on the Financial Statements that considers whether the financial statements

1 are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the fma cial statements.

compliance with applicable laws, regulations, policies, gazette notices, circulars,
j guidelines and manuals and whether public resources are applied in a prudent
i efficient, economic, transparent and accountable manner to ensure Government

achieves value for money and that such funds are applied for the intended purpose.

' B. Report on %awfulness and Effectiveness in Use of Public Resources which considers

' C. Report on Effectiveness of Internal Controls, Risk Management and Governance,
which conglders how the entity has instituted checks and balances to guide internal
operations; This responds to the effectiveness of the governance structure, the risk
managem nt environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the

| entity.

[ An unmodlfle‘ opinion does not necessarily mean that an entity has complied with aII
relevant laws|and regulations, and that its internal controls, risk management and
| governance systems are properly designed and were working effectively in the financial
- year under rejlew

' The three parts of the report are aimed at addressing the statutory roles and
responsublhtles of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
' the report, when read together constitute the report of the Auditor-General.

| |
i REPORT ONTHE FINANCIAL STATEMENTS |

‘ Opinion |

' | have auditethhe accompanying financial statements of Special Municipality of Mwatate
' Fund/Board set out on pages 1 to 35, which comprise of the statement of financial position

| !
| Report of the Auditor-General on Special Municipality of Mwatate Fund/Board for the year ended 30 June, 2022 |




as at 30 June, 2022 and the statement of financial performance, statement of changes in
net assets, statement of cash flows and the statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations, which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Special Municipality of Mwatate Fund/Board as at 30 June, 2022, and of
its financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Act, 2012 and the Urban Areas and Cities Act, 2011.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Special Municipality of Mwatate Fund/Board
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.59,729,632 and Kshs.19,558,689 respectively,
resulting in a shortfall of Kshs.40,170,943 or 67% of the budget. Similarly, the Fund/Board
spent Kshs.14,614,370 against an approved budget of Kshs.59,729,632, resulting in
under-expenditure of Kshs.45,115,262 or 76% of the budget.

In the circumstances, the underfunding and under-performance affected the planned
activities of the Fund/Board and may have impacted negatively on service delivery to the
stakeholders.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, | confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Report of the Auditor-General on Special Municipality of Mwatate Fund/Board for the year ended 30 June, 2022
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements, plan, and perform the audit to obtain assurance about
whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON| EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

1. Lack of Approved Integrated Development Plan

The Special Municipality of Mwatate did not have an approved Integrated Development
plan as provided under Section 38 of the Urban Areas and Cities Act, 2011 which states
that ‘a city or urban area shall prepare an integrated city or urban area development plan
in accordance with the Third Schedule to the Act'.

In the circumstances, Management was in breach of the law.
2. Lack of Demonstrable Revenue Collection Potential

During the year under review, Special Municipality of Mwatate received Kshs.10,000,000
from the Kenya Urban Support Programme (KUSP) but failed to receive budgeted
revenue from the County Treasury and from own sources, as similarly observed in the
previous financial year. Consequently, the Municipality has not demonstrated its revenue
collection potential, contrary to the provisions of Section 9(3) of the Urban Areas and
Cities Act, 2011 which requires towns eligible for the conferment of municipal status under
the Act to have demonstrable revenue collection potential.

In the circumstances, should the situation persist, the Municipality may not sustain its
services, thereby threatening its status.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether processes
and systems of internal controls, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report of the Auditor-General on Special Municipality of Mwatate Fund/Board for the year ended 30 June, 2022
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Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Fund/Board’s ability to continue to its sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund/Board or cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Fund/Board’'s
financial reporting process, reviewing the effectiveness of how Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in

Report of the Auditor-General on Special Municipality of Mwatate Fund/Board for the year ended 30 June, 2022
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an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal cqntrol would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of

performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund/Board’s policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

e Conclude on the appropriateness of Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
Fund/Board's ability its services. If | conclude that a material uncertainty exists, | am
required to | draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund/Board to sustain its
services.

1
e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Report of the Auditor-General on Special Municipality of Mwatate Fund/Board for the year ended 30 June, 2022
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e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund/Board to express an opinion on the financial
statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CPAWancy ,CBS
AUDITOR-GENERAL

Nairobi

02 June, 2023

Report of the Auditor-General on Special Municipality of Mwatate Fund/Board for the year ended 30 June, 2022
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County Goyernment of Taita Taveta

Special Municipality of Mwatate

Annual Réport and Financial Statements for the year ended June 30, 2022
o l

13. Statement of Financial Performance for The Year Ended 30 June 2022.

Revenue from non-exchange Restatement
transactions .
Public contributions and donations 1 10,000,000 9,964,101
Transfers ‘fl'om the County Government

Fines, penalties and other levies

NS

W

Revenue from exchange transactions

Interest income 4 - -
Other income 5 - -
Total revenue 10,000,000 9,964,101

Expenses| |
Employee bost:; _ 6 . ’ 3

ds and services 314,057 38,325,325

Use of go

Board expenses
Finance Costs

O o

Total expenses 314,057 38,325,325
Odhier gains losses

Gain loss on disposal of asscts 10 - .
Su rplus(tﬂ@ﬁcit) for the period 9,685,943 (28,361,225)

Restated Balance as explained in the Note 7 and Note 17
l

i

The accoumting pelicies and explanatory notes to these financial statements form an integral part

of the ﬁnapf}ial statements. The entity financial statements were approved on 3& T une 2022
and signed by:

[~

’Z?j bl

Name: Ed\k'ard Mwakalamu

Municipality Manager Municipal Accountant
| ICPAK MNo: 15011

1

|



Special Municipality of Mwatate

County Gu}ernment of Taita Taveta

Annual Report and Financial Statements for the year ended June 30, 2022
[ .

14. Stiateant of Financial Position as at 30'June 2022

11 3,999,071 9,558,688
12 - -
‘ 12 - B,
Prepayments 13 - -
Inventories 14
Non-current asscts
Property, ptmt, and equipment 15 102,230,564 87,930,253
Intangible assets 16 - -
Total Assets 106,229,635 97,438,941
Liabilities
Cureent liabilitics
Trade and other payables 17 - 945,250
Provisiong 18 - -
Bon owing’; 19 -
Emjployec benefit obligations 20 - -
Non-current liabilities
Provisions | 18 - -
Bor ewingL 19 . )
Non-eurrcnt employee benefit obligation 20
Tot:l liabilities - 945,250
Net assets 106,229,635 96,543,691
Captal Dc#'elopmcm Grants Fund -
Reserves || - -
Accumulated surplus 106,229,635 96,543,692
Net Value|of the Municipality 106,229,635 96,543,692

* Restated Balance as explained in the Note 7 and Note 17

|

- The accounling policies and explanatory notes to these financial statements form an integral part

of the finan¢ial statements. The entity financial statements were approved on 300' June_ 2022

and signed; y:
/

Name: Ed\t:rd Mwakalamu

y Manager

Municipali

=3 k—celqh"\/

Name: Amina Suleiman

Municipal Accountant

ICPAK MNo:15011
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Annual Report and Financial Statements for the year ended June 30, 2022

15. Statement“)f Changes in Net Assets as at 30 June 2022

Restatement

Balance as at 1 July 2020 - - 124,9045917 124,904,917
Surplus(deﬁci’t for the period 5 e (28,361.225) (28,361,225)
Funds received during the year - - - -
Revaluation gain - - - -
Balance as at 30 June 2021 - - 96,543,692 96,543,692
Balance as at 1 July 2020 - - 96,5435692 96,543,692
Surplus(deﬁcjt for the period - - 9,685,943 9,685,943
Funds received during the year - - - -
Revaluation gain . - - a2
Balance as aﬁ 30'June 2022 - - 106,229,635 106,229,635

* Restated Balahce as explained in the Note 7 and Note 17

The accounting|pelicies and explanatory notes to these financial statements form an integral part of
. so s ; o —
the financial statcments. The entity financial statements were approvedon 30 Jype 2022 and

signed by:

Name: Edward Mwakalamu
Municipality bl:naiagex‘ Project Accountant
’ 1CPAK MNo:15011

3||':l;x‘ l : |
|




ash flows from pperating activities
eceipts
blic contributiohs and donations
Transfers from the County Government
Fines, penalties and other levies
Interest received | |
?ther income |
otal Receipts |
Payments
Employee Costs |
Use of goods and services
Board expenses |
Finance Costs
otal Payments
Net cash flows from operating activities
Cash flows from investing activities
‘Furchase of property, plant, equipment and intangible 15
assets
Proceeds from sale of property, plant and equipment
et cash flows used in investing activities
ash flows from financing activities
ﬁeceipts from Capital grants
Proceeds from borrowings
ﬁepayment of bofrowings
et cash flows used in financing activities
Eet increase/(dz rease) in cash and cash equivalents

DN WN -

N —J- -IE -

‘: ash and cash equivalents at 1 JULY 11
Cash and cash equivalents at 30 JUNE 11
Financial Positign

| !
6. Statement Of Cash Flows for The Year Ended 30 June 2022

Annual Report and Financial Statements for the year ended June 30, 2022

10,000,000 9,964,101
10,000,000 9,964,101
1,259,307 37,380,076
1,259,307 37,380,076

8,740,693 (27,415,976)
(14,300,313) (37.019.575)
(14,300,313) (37,019,575)
(5,559,620) (64,435,551)

9,558,688 73,994,238
3,999,069 9,558,688
3,999,071 9,558,688

[T he accounting policies and explanatory notes to these financial statements form an integral part |

of the financial 5 atements. The entity financial statements were approved on 30 June 2022

“Jiand signed b by:

leame Edward ‘wakalamu

\‘Mumclpallty Majr+ager

Project Accountant

| | ICPAK MNo:15011

Name: Amina Suleiman



County Government of Taita Taveta

Special Municipality of Mwatate

17. Statement of Comparison of Budget & Actual Amounts for the

P ]

Year ended 30 June 2022

Revenue KShs KShs KShs KShs KShs
Public contributions and donations - 10,000,000 10,000,000 10,000,000 - 100%
Exchequer releases - - - - 0%
| County Contribution 8,800,000 8.800,000 - 8,800,000 0%
Balance BF 20202021 7,120,000 33,809,632 40,929,632 9,558,689 31,370,943 23%
Total income 7,120,000 52,609,632 59,729,632 19,558,689 40,170,943 33%
Expenses '
Employee Costs - - - - - 0%
| Use of goods and services 7,120,000 10,000,000 17,120,000 314,057 16,805,943 2%
Board expenses - - - - - 0%
Finance cost - - - - - 0%
Non-Current assets - 42,609,632 42.609.632 14,300,313 28,309,319 34%
Total expenditure 7,120,000 52,609,632 59,729,632 14,614,370 45,115,262 24%
Surplus for the period - L. - 4,944,319 (4,944,319) _

Nam;: Edward Mwakalamu

Municipality Manager

5|Hn o
Sd 2 c

Name: Amina Suleiman
Project Accountant
ICPAK MNo:15011
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18. Notes to-the Financial Statements

1. General Information

The Speciai Municipality of Mwatate is established by and derives its authority and
accountability from Urban Areas and Cities Act, (No.13 of 201¥). The Munieipality is under

the Taita Ta}vew County Government and is domiciled in Kenya.

2. Statemdjavt of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets «t their estimated
recoverable| amounts, and actuarially determined liabilities at their present value. The
preparation ef financial statements in conformity with International Public Seetor Accounting
Standards (]PSAS) allows the use of estimates and assumptions. It also requires management
to exercise judgment in the 'process of applying the entiry’s aceounting policies. The areas
involving a higher degrec of judgment or complexity, or where assumptions and estimates are
significant fo the financizl statements, are disclosed in Note 5 of these financial statements.

The finangial statements have been prepared and presented in Kenya Shillirgs, which is the

functional and reporting currency of the entity.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act (include any other applicable legislation), and International Public Sector
Accounting Standards (IPSAS). The accounting policies adopted have been consistently

applied to all-the years presented.
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(Notes to financial statements continued)

3. Application of New and revised standards (IPSAS)
I. New and amcended standards and interpretations in issue effective in the year ended 30

June 2022

IPSASB deferred the application date of standards from 1% January 2022 owing to covid 19.
This was done to provide entities with time to effectively apply the standards. The deferral was

set for 1* January 2023.
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it. New and amended standards and interpretations in issue but not yet effective in the year

1

IPSAS 41

ended 30 June 2022.

Finaneial The objective of IPSAS 41 is to establish principles for the fimancial
Instrument reporting of financial assets and liabilities that will present relevant and
} useful information to users of financial statements for their assessment of
the amounts, timing and uncertainty of an:Entity’s future cash flows:
] IPSAS 41 prevides users of financial statements with more useful
informatioq than IPSAS 29, by:
[ * Applying a single classification and measurement model for
‘ ‘ financial assets that considers the eharacteristics of the asset’s cash
| flows and the objective for which-the asset is held;
‘ 1 * Applying a single forward-looking expected credit loss model that
| is applieable to all financial instruments subject to impairment
" testing; and |
' * Applying an improved hedge aceounting model that broadens the
hedging arrangements in scope of the guidance. The model develops
i astrong link between an Entity’s risk management strategies and the
1 accounting treatment for instruments held as part of the risk
management strategy.
IPSAS 42 Applicable: 1% January 2023
Social The objective of this Standard is to improve the relevance, faithful
Benefits | | representativeness and comparability of the informatien that a reporting

Entity provides in its financial statements about secial benefits. The
information provided should help users of the finaneial statements and

general-purpose financial reperts assess:

(a) The nature of such social benefits provided by the Entity;
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T

|

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the Entity’s financial

performance, financial pesition and cash flows.

Amendments
to Other ||

IPSAS |
IPSAS 41 ,‘
Financial ||

Instruments

|

resulting flom |

Applicable: 1st January:2023:

a) Ameéndments to IPSAS 5, to update the guidance related to the
components of berrowing costs which were inadvertently omitted
when IPSAS 41 was issued.

b) Amendments to IRSAS 30, regarding illustrative examples on
hedging and crecit risk which were inadvertently omitted when
IPSAS 41 was issued.

Amendments to IPSAS 30, to update the guidance for aceounting
for financial guarantee contracts which were inadvertently omitted
when IPSAS 41 was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial

mstruments on initial adoption of accrual basis IPSAS which were

inadvertently omitted when IPSAS 41 was issued.

Other
urprovenments

to IPSAS ||

Applicable I January 2023
o [PSAS 22 Disclosure of Financial Information about the General
Governiment Sector.

Amendments to refer to the latest System of National Accounts (SNA
2008).

o [PSAS 39: Employee Bemﬁls

Now deletes the term composite social security benefits as it is no longer
defined in IPSAS.

e JPSAS 29: Financial'instruments: Recognition and Measurement
Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 41 which is applicable from 1% January 2023.

Applicable I* January 2025
The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that lessees
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and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial
position, financial performance and cashflows of an Entity.

The new standard requires entities to reeognise, measure and present
informmation on right of use assets and lease liabilities.

IPSAS 44| | Applicable I January 2025

Non- Curreht The Standard requires,

Assets H-.‘e!‘q Assets that meet the criteria to be classified as held for sale to be measured
for Sale and at the lower of carrying amount and fair value less costs to sell and the
Discontinued | depreciation of such assets to cease and:

Operations | Assets that meet the criteria to be classified as held for sile to be presanted
separately in the statement of financial position and the resulis of

discontinued operations to be' presented separately in the statemeat of

j financial performance.

iii. Early adEption of standards

The entity did not early — adopt any new or amended standards-in year 202 122

4. Signiﬁcn‘nl Accounting Policies
a) Revenug recognition

i) Revenue from non-exchange transactions
Transfers: frr)m other government entities

Revenues from non-exehange transactions with other government entities are measured at fair
value and re.#ognized on obtaining coentrol of the asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service

potential relared to the asset will flow: to the Municipality and ean be measured reliably.

|

ii) Revenue from exchange transactions

Interest in,cofn e

Interest ineome is accrued using the effective yield method. The effective yicld discounts
J

estimated funT,\rc cash receipts through the expected life of the financial asset to that asset’s net
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carrying amount. The method applies this yield to the principal outstanding to determine

interest incoxjpe for each period.

J
b) Budget iﬁform ation

The original fbudget for FY 2021/2022 was approved by the County Assembly on 1 June
2021. Subsequent revisions or additional appropriations were made to the-approved budget in
accordance Milh specific approvals from the appropriate authorities.

The Municip%lity’s budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a elassj | cation based on the nature of expenses in the statement of financial performance,
whereas the budget is prepared on a cash basis. The amounts in the financial

statemeats were recast from the acerual basis to the cash basis and reclassified by presentation
to be on the same basis as the approved budget. A comparisen of budget and actual amounts,
prepared on ;1 comparable basis t¢ the approved: budget, is then presented: in the statement of ‘
comparison orf budget and actual amounts. A statement to reconcile the actual amourts on a
comparable basis included in the statement of comparison of budget and actual amou ats and

the actuads as per the statement of financial performance has been presented under section xxx

of these financtial stat:ments.

c) Property,’ plant 2and equipmeat

All property, plant and equipment are stated at cost lese accumulated depreciation and
impairment 14.95@5. Cost includes expenditure that is directly attributable to' the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, t$e Munieipality recognizes such parts as individual assets with specific useful
lives and depreciates them accordingly. Likewise, when a major inspection is performed, its
cost is reeognized in thie carrying amount of the plant and equipment as a replacement if the

recognition criteria are satisfied. All other repair and maintenance costs are recognized in:

|

|
(Significant %I-counting policies continued)

Surplus or deficit as incurred. Where an asset is acquired in a nen-exchange transaction for nil

or nominal coTsideralion the asset is initially measured at its fair value.

11
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1
d) Intangiblefassets

Intangible ass#ts acquired separately are initially recognized:at cost. The cost of intangible
assets acquired in a non-exchange transaction is- their fair value at the date of the exchange.
Following iniqial recognition, intamgible assets are carried at cost less any accumulated
amortization 'Jnd accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or dedcit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite.

l
|

J

I 12
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(Signifi c:mL accounting policies continued)

e) Financial instruments

Financial Tssets

Initial regéé:nition and‘measurement

Financial é%sets within the scope of IPSAS 29 Financial Instruments: Recognition: and
Measurem@:bt are classified as finaneial assets at fair value through surplus or deficit, loans and
receivabl@S,iheld—to-matun'ty investments, or available-for-sale financial assets, as appropriate.
The Entity determines the classification of its financial assets at initial recognition.

Loans and rececivables
11

Receivabl'es? are non-derivative finencial assets with fixed or determinable payments that are
not quotad‘ in an active market. After initial measurement, such financial assels are
subsequentw measured at amortized cost using the effective interest method, less impairment.
Amorlized}?osl 1s calculated by taking into account any discount or premium on acquisition
and fees or‘costs that are an integial part of the effective interest rate. Lesses arising from

impairment are recognized in the surplus or deficit
il

Held-to ngfm it)

Non-derivative financial assets with ﬁ.xed or determinable payments and fixed maturities are
classified as held to maturity when the Municip. nluy has the positive intention and ability to
hold 1t to thltlll“lty After initial measurement, held-to-maturity investments are measured at
amortize¢ cost using the cffective interest method, less impairment. Amortized cost is
calculated bi' taking inte account any discount or premium on aequisition and fees or costs that
are an integral part of the effective interest rate. The losses arising from impairment are

recognized-in surplus or deficit.

Impairment of financial assets

The Munieipality assesses at each reporting date whether there is objective evidence that a

financial afsfsfet is impaired. A financial asset is deemed to be impaired if, and only if, there is
objective e‘fv dence of impairment as a result of one or more events that have occurred after the
initial recognition of the asset (an ineurred ‘loss event’) and that loss event has an impact on
the cslimataj future cash flows of the financial asset or the Municipality of financial assets that

can be reliably estimated asset or the entity of financial assets that can be reliably estimated.
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(Significant accounting policies continued)

Evidence of rmpair-ment may inelude the following indicators:

e The debtors or an entity of debtors arc experiencing significant financial difficulty
° Defauﬂl or delinquency in interest or principal payments

e The probability that debtors will enter bankruptcy or other finaneial reorganization

e Observable data indicates a measurable decrease in estimated future cash flows (e.g.,

changes in arrears or economic conditions that correlate with defaults)

Financial li?bilities

Initial recognition-and measuirement

Finanecial li‘a}bilitic-s within the scope of IPSAS 29 are classified as financial liabilities at fair
valuc through surplus or deficit or loans and borrowings, as appropriatc. The Entity determines
the cl'assiﬁcz{tion of its financial liabilities at initial recognition.

All fimancial liabiities are recognized initially at fair value and, in the case of loans and

borrowings, [plus directly attribitable transaction costs.

Loars and borroving

After initial [recogaition, interest bean’hg loens and borrowings are subsequently measured at
amortized cost using the cffective interest method. Gains and losses are recognized in surplus
or deficit wl‘Len the liabilities are derccognized as well as through the effective interest method
amortization process. Amortized cost is caleulated by taking into account any discount or
premium on!acquisition and fees or costs that are an integral part of the effective interest rate.

1
f) Inventories

Inventory isimeasuned at cost upen initial recognition. To the extent that mventory wasreceived
through nthexchange transactions (for no cost or for a nominal cost), the cost of the inventory
1s its fair va‘ue at the date of acquisition. Costs incurred n bringing each product to its present
location and conditions are accounted for, as follows:

Raw materials: purchase cost using the weighted average cost method

Finished gotds and work in progress: cost of direct matemals and labour and a proportion of

manufacturﬂng overheads based on the normal operating capacity, but excluding borrowing

costs ‘

1 14
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(Signiﬁca/ﬂ accounting:policies continued)

After injtin”‘recogniti(?n, inventory is‘measured at the lower of cost and net realizable value.
However, t" :the extent that a class of inventory is distributed or deployed at no charge or for a
nominal ch:lge, that class of inventory is measured-at the lower of cost and current replacement
cost. Net rujiizab]e value is the estimated selling price in the ordinary course of operations, less

the estimated costs of completion and the estimated:costs necessary to make the sale, exchange,

or distribuﬂi‘on. Inventories are recognized as an expense when deployed for utilization or
consumptiq‘ in the ordinary course of operations of the Municipality.
(Significant accounting policies continued)

2) Provisk{ns

Provisions iare recognized when the Municipality has a present obligation (legal or
consiructi\id‘) as a result of a past eveat, it is probable that an outflow of rescurces embodying
economic lbf:nefits or service potential will be required to settle the obligation and a reliable
estimate cail be made of the amount of the obligation. Where the Municipality expects some or
all of a pkovision to be reimbursed, for example, under an insuranee contract, the
reimburserpent is recognized as a separate asset only when tlie reimbursement is virtually

certain. The expense relating to any provision is presented in the stateraent of finaricial

perfomlanctl‘; net of any reimbursement.

h) Contin#ent liabilities

The Munigipality does rot recognize a contingent lability, but discloses detzils of any
contingendn%s in the notes to the financial statements unless the possibility of an outflow of

resources Q‘nbodying economic benefits or service potential is remote

i) Contiuient assets

The Municipality does net recognize a-contingent asset but discloses details ofa possible asset
whose exisﬁnce is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Municipality in the notes to the finaneial
statements.| Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an

inflow ofc‘c{onomic benefits or service potential will arise and the asset’s value can be measusred
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(St“gniﬁcan) aceounting policies continued)

reliably, thEJ asset and the related revenue are recognized in the fimancial statements of the
period in whiclh the change oecurs.

j) Nature %nd'r purpose of reserves

The Municik)a]ity will create and maintain reserves in terms of specific requirements like

provisions

1
k) Changes in accounting policies and estimates

The Municipality recognizes-the effects of changes in accounting policy retrospectively. The
effects of clﬁbngcs in accounting policy are-applied prospectively if retrospective application is
inpractical.

1) EmployLe benefits — Retirement benefit plans

The Munic?)a?ity provides retirement benefits for its employees and directers. Defined
ccatribution plins are post-employment benefit plans under which the Municipality pays fixed
coatributions into a separate fund and will have no legal or, constructive obligation to pay
further conlfibutions if the Municipality does not hold sufficient assets to pay all employee
benefits relating to employce service in the current and prior perieds. The contributions to
scheme obliémions for the payment of retirement benefits arc charged against iacome in the
year in which they become payable.

Defined benFﬁl plans are post-employment benefit plans other than defined-contribution plans.
The defined benefits are actuarially valued tri-annually on the projected unit credit method
basis. Deficits identified are recovered through lump sum payments or increased future
contributio:t on-proportional basis to all participating employers. The contributions and lump
sum paymeTs reduce the post-employment benefit obligation.

m): Foreign currency transactions

Transactiong in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign eurrency are
reported in the statement of financial position reporting date by applying the exchange rate on

that date. Ex'cha-nge differences arising from the settlement of creditors, or from the reporting

16
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(Sigm_'ﬁean# accounting policies continued)

of creditors %t rates different from those at whicluthey were initially recorded during the period,

are reco-gnizied as income or expenses in the period in which they arise.

n) Bormw{ng costs

Borrowing | costs are capitalized against qualifying assets as part of property, plant and
equipment. gu ch borrewing costs are capitalized‘over the period during which the asset is being
acquired or| constructed and borrowings have been incurred. Capitalization ceases when
constructa'on“of the asset is complete. Further borrowing costs are charged to the statement of

financial performance.

0) Related parties

The Municipality regasds a related party as a person or an entity with the ability to exert control
mdividually or jointly, or to exercise significant influence over the Municipality, or vice versa.
Membersof r«:y management are regarded as related parties and comprise the Board members,

the Munzcipélity Managers and Municipality Accountant.

|

p) Cash and cash equivalents

Cash and ca‘éh equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are
readily conv%:rtiblc to known amounts of cash and are subject to insignificant risk of changes
in value. Ban]\ account balances include amounts held at various commercial banks at the end
of the financial year. For the purposes of these financial statements, cash and cash equivalents
also include| short-term cash imprests and advances to authorised public officers and or

institutions \Thich were not surrendered or accounted for at the end of the financial year.
q) Compar}:tive figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

l

{
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(Significant accounting policies continued)

r) Events after the reporting period
Events after the reporting date are those events, both favourable and unfaveurable, that eccur

between the r?poning date and the date when the financial statements are authorized for issue.
Two types of events can be identified:

(a) Those that provide evidence of conditions that existed at the reporting date (adjusting
events after t;ﬁe reporting date); and’

(b) Those that are indicative of conditions that arose after the reporting date (non-adjusting
events ajter tlte reporting date).

The Muzﬁcipélity should indicate whether there are material adjusting and non- adjusting
events after tlTe reporting period.

s) Currency
The financial Talemenls are presented in Kenya Shillings (Kshs.).
S. Significant judgments and sources of estimation uncertainty

The preprralio’n of the Municipality's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported ameunts
of revenuss, expenses, assets and liabilities, and the disclosure of contingeat liabilities, at the
end of the reparting period. However, uncertainty about these essumptions and estimates eould
result in outcomes that require a material adjustment to the carrying amount of the asset or
liability a :ffec:ld in future periods. e.g.;

1.Cost ofgooT caused by inflation

2. Uncertainty|in the business industry

3. Change in political good will

Estimates and assumptions

The key assumptions concerning the future and other key sourees of estimation uncertainty at
the reporting 4ate, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, arc described below. The
Municipality lhased its assumptions and estimates on parameters available when the

consolidated financial statements were prepared. However, existing circumstances and

assumptions Tout future developments may change due to market changes-or circumstances
arising beyond the control of the Municipality. Sueh changes are reflected in the assumptions

when they occur.

|
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(Significant «Jvcounting policies continued)

Useful lives :#nd residual values

The useful li\ies and residual values of assets are assessed using the following indicators to
mform potenti | future usc and value from disposal:
i) The cl:dition of the asset based on the assessment of experts employed by the
Munidipality.
i) The n+ture of the asset, its susceptibility and adaptability to changes in technology and
processes.
iii) The n#rure of the processes in which the asset'is deployed.
iv) Avai]l%‘bility of funds to replace the asset.

V) Changfs in the ma:ket in relation to the asset
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Notes to the Financial Statements

1 Public contributions and donations

ion from developmenl partners KUS'P UDG » 10,0@0,00

| Donation from development partners- -KUSP UIG 2,580,000
Contributions from the publie - R
Total 10,600,000 9,964,101

2 Transfers from County Goevernment

yansfers from County Govt. —KUSP UD@
ansfers from County Govt. —-KUSP UlG 7 =

3 Fines, penalties and other Jevies

H I

payment penalties.

(Provide brief explanation for this revenue)

4 Interest income

Interest recelved from Loans

Interest accrued:from Loans
Total interest income B - ) -

(Provide brief explanation for this revenue)

20
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income

o

ceTecoveries

Income

>|fzom sale of tender documents

Miscel

Janeous income

Total other income

6 Employe

dmm

~ Qst

loan proeessing costs

Professional services costs

Total
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p Financial Statements

7

Restated

UtiliH‘:s, supplies and services

Comr*unication, supplies and services

Dom#tic travel and subsistence | 305,000 : 4,123,700 | | 4
ForeiHn travel and subsistence
Prim‘ng, advertising, supplies & services : 998,800
Rent und rates ?
Trainihg expenses 1,262,808

I Hospitality supp]ic‘s‘and servic_(:s ; 6,078,075

Insurtﬁce costs

SpecHlized materials and services

Ofﬁcgand general supplics and services - 1,948,400

Fuel, 0il and lubricants

Otherl pperating expenscs _ i 23,432,690 | |,

Routine maintenanee — vehicles and other equipment

Routine maintenanee — other assets 548 909
: 548,

Contracted Professional Services

Audit fees

Hire of Transport, equipment ete

Bank @harges 9,057.00 21,943

Depregiation and amortisation

Total 314,057 | 38,325,325

Restatement: Domestic Travel: - A Payment of Kshs 464,000 which occurred-and accrued'in
FY 2020-21} was wrongly expensed in the Current year. It has now been correetly expensed:

Restatement: Other operating expenses: - A Payment of Kshs 481,250 which occurred and
| accrued in FY 2020-21 was wrongly expensed in the Current year. It has now been correctly
Expense in 2020-21.

22
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d expenses
)

an Members’ Honoraria

Sitti

ng allowances

Medi

cal Insurance

_Induk‘tion and Training

Trav

el and accommodation

‘Conference Costs

Othe

1 allowances (Specify)

Tot

~Inter

ce costs

st on Bank ()_\'erdra fts

B

Interest on loans from bauks

| Tot:

on disposal of asscts

Property, piénl and equipment

Intangible assets

Tot

23
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Notes to the Financial Statements

11 Cash and cash equivalents.

| SR I EE
deposits account
On~— call deposits = T -

Current account ' 1 1
Current account 3,999,070 9,558,687
| Total ¢ash and cash equivalents 3,999,071 . 9,558,688

Detailed:analysis of the cash and cash equivalents are as follows:

|

S R

Kenya Cammercial bank
‘ | Equity Bank, etc
Sub- total

b)  On - call deposits
Kenya Cammercial bank
_ Equity Bank - etc ' . =1

Sub- total , - -
¢)  Current Account-CBI 1
Mwatate Municipality Urban Grant-Dev 1000386835 - -
Mwatate Municipality Urban Inst Gr-Rec 1000370858 1 1
Sub- tot 1 1|
d) Current Account -KCB , _
Taita Tvt County MTT MUNIL.KUSP.UDG-KCB 1259752836 |, 3,975,835 | 8,765,467
| Taita Tvt/County MTT MUNI].KUSP.UIG-KCB 1264488491 |  23,235.00 | 793,220
‘ M Pesa - -
Sub- total ‘ ' 3,999,070 9,558,687
Grand total 3,999,071 | 9,558,688

24
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Notes to the Fimancial Statements

12 Receivables from exehange transactions

: i) S
CurrentReceivables:
Interest receivable

Current lean repayments due
Other exehange debtors
Less: impairment allowance

Total Current receivables , - -

Non-Current receivables
Long term loan repayments due
Total ]

Total receivables from exchange transactions - =

Nom-current receivables - -

13 Prepff vinents

Prepail rent

Prepai¢ msurance - -
Prepaid electricity costs - <

14 ]nvenﬁor-ies

Consumable stores
Spare parts and meters - -
Catering = .

Total inventories at the lower of cost and net
realizable value

25
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15. Property, plant and equipment

ot b TR AT S Bt b 5 e B e gt sy g d oo sy s oy b Wil s AL e g i n o

letﬂi'lvmmw LANIEASTEUCTUrc
mb Viotorsvenic p—w&#&ui-'-’v

i S

1] i 1 Jlm

r:t 15t July 2020 35,513,617 ‘ 9,360,000.00 | 2,683 997 00 530,000 39,842,640.00 | 87,930,254.00
Additions - - - - = &
Disposals o - p - ‘ - -
Transfers adjustments - - - - E
At 30™ June 2021 35,513,617 9.360.000 2,683,997 530,000 39,842,640 87,930,254
At 1st July 2021 ' 35513,617 | 9,360,000 | 2,683,997 | 530,000 39,842,640 | 87,930,254
Additions 14,300,313 . . : 14,300,313
Disposals - - - - B -
Transfer adjustments - ' - - =
At 30™ June 2022 L T | 49813930 | 9.360,000 | 2,683,997 | 530,000 | 39,842,640 | 102,230,567
Depreciation and impairment -

At 1st July 2020 - - - - - v
Depreciation - - . 2 B AR o il
Impairment - - - - - 5
At 30" June 2021 - - - - - -
At 1st July 2021 - - & - - -
Depreciation - - - 5 . "

26
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! ! 1

Disposals I - [ s = - s

Impairment - - - - .

ransferadjustment . hS——— e B

| At 30" June 2022 < s - -

| Net book values '

i At 30" June 2021 35,513,617 9,360,000 2,683,997 530,000 39,842,640 87,930,254

i At 30™ June 2022 | 49,813,928 9,360,000 2,683,997 530,000 39,842,640 | 102,230,565




County G

Special unicipality of Mwatate
;)ort and FinancialStatements for the year ended June 30, 2022

Anpual R

vernment of Taita Taveta

NOTES

At Heginnixg of the year

Additions

At end of the year

Amortization and impairment

At beginning of the year

Amorntization

At end of thie year

Impai

ment loss

Aten

d of the year

NB)

17 trans

ctions

paya bles

and other payables from exchange

Refundable deposits

ed expenses

:Othel

payables

Tota

trade and other payables

Restatemen
FY 2020-21
Restatemen

accrued in F
Expense in

A 945,2

t: Domestic Travel: - A Payment of Kshs 464,000 which oceurred and acerued in
was wroengly expensed in the Current year. It has now been correctly expensed.

t: Other operating expenses: - A Payment of Kshs 481,250 which occurred and
Y 2020-21 was wrongly expensed in the Current year. It has now been correctly
1Y 2020-21.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

18 Provisions

Balance at the begmmng of the year a0 i =y

Additional Provisions - -

Prevision utilized i R

Cliange due to discount and time value for
meney

Transfers from non -current provisions - -

Total provisions - -

19 PBeorrowings

e

Balance at begjnnmo of the period

gs!
Z
A9’

al borrowings during the year

Deniestic borrowings durin; the year

Repayments o external bor-owings during the period

Repdyments of domestic’s borrowings during the period
epay g g pert

Balance at end of the period

The table below shows the classification of borrowings into external and domestie borrowing:

S SHH ST

rnal Borrowings

Dollar denominated loan from organization’

Sterling Pound denominated loan from ‘organization’

Euro denominated loan from organization’

Domestic Borrewings

Kenya Shilling loan from KCB

Kenya Shilling loan from Batclays Bank

Y
Kenya Shilling loan from Consolidated Bank
Borrowings from other government institutions

Total balance at end of the year

29

The lLble below shows the classification of borrowings long-term and current borrowings: |
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- 1)
§ A <

Short term borrowings (current portion)

Long term borrowings

bencfit obligation

rent benefit obligatiau

mployce benefits obligation

21 Cash generated from operations

E_ : ! {4
i i 13 iy
| Surplus for the year before tax -

| Acjusted for:
Depre

clation

Gains losses on disposal of assets
i Interest income _ R
Fir;a,nc > cost

Work ¢ Capital adjustments
Increase in inventory
Increase in receivables
Increase in payables
Net cash flow from operating activities
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED):

22 Related party balances

) __Related party transactions

Transfers:from related parties’
Transfers-to related parties , ¥ : .

Boa d of Trustees ' \ K -
Key Management Coimpensation - -
Total = . -

) Due to related parties

ST

parent Ministry - ' -

il

Duelt )
Due to County Government - ‘ -
Due to Key management personnel _ - -
Total

Contingent assets and contingent
23 liabilities:
‘ontingent es

ET B

Court case xxx against the Municipality i ' -

- Bank|guarantees ‘ - -
Tot :

—
| ;
]
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19. Annexes

Annex 1. Progress on Follow up of Auditors Recommendations.

The followin

comments

11 11

;ij’!"' A
5
;g :
H 4

.
b2

o is the summary of issues raised by the external auditor, and management

and Equipment (PPE)

for adoption of

the policy.

32

|

Budgetary Control and Observation
L , Resolved 30th June 2022
Performance explained
Irregular Variation of | Observation dully
2 _ Resolved 30th June 2022
Ccoantract explained
, Liaisona with
Lack of Depreciation
National Treasury
3. Policy on Property, Plant Resolved 30th June 2022
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Annex 2: Inter Entity Transfers

' FY 2021-2022
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" Bank Statement Date

Amount (Kish's.)

2021-2022
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- | Development Grants Bank Statement Date Amount (Kish’s.) 2021-2022
|

| mooo,ooo
7\\

Total 10,000,000

¢. | Direct Payments Ban 2021-2022

k Statement Date Amount (Kish’s.)

(The above amounts have been communicated 10 one recenciled with thic parent. Department in the County,)

Signed by the Head of Accounts of the E ntity and the transferring Entitie:
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Annex 3: Reporting of Climate Relevant Expenditures
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Telephone Number

Email Address

Name of Seedhead

Name and contact details of contact person (in case of any clarifications) .....................
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Quarter

Telephone

33

=






