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1. Acronyms & Glossary of Terms

PSASB Public Sector Accounting Standards Board

FY Financial Year

OSHA Occupational Safety & Heath Act

Fiduciary Management Key management personnel who have financial responsibility in

the entity.
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2.  Key Entity Information and Management
a) Background information
Kangundo Tala Municipality is established by and derives its authority and accountability
from Urban Areas and Cities Act No. 13 of 2011(amended 2019) and Cities and Municipal
Charter on 27 June 2018. The Municipality is under the County Government of Machakos

and is domiciled in Kenya.

b) Principal Activities
The principal activity/mission/ mandate of the Municipality is to;

e Support for the establishment, operationalization, and strengthening of the institutional
framework for urban management of the county as part of the national level interventions.

e Assist county governments address urban development and management issues as part of the
county level interventions

e Provision of support for planning, logistical, urban infrastructure and service delivery.

. Provision for clean urban areas through collection of garbage and waste management
¢) Key Management
The Municipality’s management is under the following key organs:

e Department of Housing and Urban Development
e Board of Management
[ ]
[ ]

Municipality Manager
Management
Municipality Board
LESRRIT RIS e vae
1. Ag Board Chair Rebecca Mutua
2. Ag Vice Chairperson Joshua Kitonga
3. County Executive Committee Member responsible for | Philip Kilonzo
Cities and Urban areas.
4. Municipality Manager Ann Mwende Masai
5. Board Member 1 Hellen Muthoki
6. Board Member 2 Cecilia Mwosa
7. Board Member 3 Esther Kimeu
8. Board Member 4 Lawrence Muthusi
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Key Management
1 Municipality Manager Ann Mwende Masai
2 Head of department Paul Mawili Wambua
3 Accountant Alfred Kitoo

d) Fiduciary Management
The key management personnel who held office during the financial year ended 30" June

2023 and who had direct fiduciary responsibility were:

1 Municipality Manager Ann Masai
2 Head of department Paul Mawili Wambua
3 Accountant Alfred Kitoo
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e) Fiduciary Oversight Arrangements
1) Audit and Risk Management Committee
i) County Assembly committees

iii) Committees of the Senate

f) Registered Offices
P.O. Box 1996-90100
Mwatu Wa Ngoma Road
NAIROBI, KENYA

g) Bankers

SBM Bank- Kangundo/ Tala UDG account Account- Number 3423756844001

SBM Bank-Kangundo Tala Municipality Retention Account- Number 0342380184001
h) Independent Auditor

Auditor General

Office of The Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

i) Principal Legal Adviser
The County Attorney
County Legal Office
P.O BOX 1996 - 90100
Machakos, Kenya

vi
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3. Municipality Board

1. | REBECCA MUTUA Date of birth 1958

Rebecca Mutua Holds Certificate in
Women Enterprenuership from the United
States International University acquired in
2011

Diploma in Bible correspondence from the
Every Home Evangelism acquired in 1974,
East African Advanced Certificate of
Education in 1978.

She is an Enterprenuership as she operates

a restaurant in Tala Township and is a

CHAIRPERSON member of the Kenya National Chamber of
Commerce.
She is serving as an independent director to
the Board
2. | JOSHUA KITONGA Joshua is an independent director to the

board and Holds Diploma in journalism
from the Kenya Institute of Mass
Communication acquired in 1974 Diploma
in Business Studies from the Mombasa
Polytechnic acquired in 1972

He has experience in Cooperative

movement and development having served

as the Chairperson Kangundo, Matungulu

coffee growers union from 2018 and vice

VICE CHAIRPERSON

chairperson of Machakos cooperative union

for 4 years He also has experience in Public

viii
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service where he serviced as an officer and
news reporter at the Ministry of
Information and Broadcasting from 1975 to
1977.

She was born in 1987 and holds Bachelors
of Science degree in Hotel and restaurant

management from the United States

International University acquired in 2010.

3. | ESTHER KIMEU

"Vr L N TSNS

MEMBER

Esther has is experienced in Procurement
Logistics as she practiced procurement
from 2014 to 2018, and also served as an

office administrator from 2013 to 2014.

She is an independent Director

4. | CECILIA MWOSA

MEMBER

D.O.B 1958

Cecilia holds Diploma in Community
development from Wintech college
acquired in 2008, Certificate in computer
systems and applications from computers

from the heart college.

She has experience in Community service
as she is the Chairperson Maendeleo ya

Wanawake Kangundo sub county.

She is serving the board as an independent

director.

ix
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¥

LAWRENCE MUTHUSI

MEMBER

D.O.B 1954

Lawrence has Bachelor of Theology degree
from the Carey Theological College.
Certificate in evangelical ministry from the
Carey Theological College acquired in
2006.

Trained P1 teacher from Eregi Teachers
College acquired in 1972. He served as a
teacher from 1972 to 2014 rising to the .
position of a head teacher since 1984. He
alaso serves as a church leader at African
Brotherhood Church within Nguluni
Township from 2000 to date.

He is serving as an independent director to
the board.

HELLEN MUTHOKI

MEMBER

D.0.B 1976

She holds Master of business
administration from Kenyatta university in
2017, Bachelors of Business administration
degree from Kenya Methodist University in
2013

Worked in the banking sector from 1999 to
date.

She is an independent director to the board.

Ann

Ann Masai holds a Masters degree in
Business administration specializing in
Strategic management. She also holds a a
degree in Commerce and a diploma in

banking and Finance,
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Masai

Municipal Manager

She has experience in Banking, Marketing
and administration. She is currently serving
as the municipal manager, Kangundo/Tala

Municipality since the year 2018.

X1




County Government of Machakos
Kangundo /Tala Municipality
Annual Report and Financial Statements for the year ended June 30, 2023

4. Key Management Team

1 Paul Mawili Wambua Chief Officer Urban Development

2 Ann Mwende Masai Manager Kangundo Tala Municipality

3. Alfred Kitoo Accountant Kangundo Tala Municipality

Xil
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v
5. Municipality Board Chairperson’s Report

During the year the Municipality has managed to undertake the construction of Kawethei
shopping centre, Mulleys link road in Tala, and purchase of a tipping trailer at a total cost of
Ksh. 89,597,981.46. The projects had a very positive impact on the society.

I wish to thank the County Executive for giving the municipalities the powers to execute the
following functions namely, maintenance of streetlights, solid waste management, urban
infrastructure of markets and management of markets. The County Executive also deployed
more staff on fulltime basis to the municipality so as to ensure efficient service delivery to the
residents as well as the independence and empowering of the municipalities.

Some of the challenges that we faced were; delay in payment of board allowances and lack of

funding for municipal projects from the County Government of Machakos;.There are many
projects that the municipality would wish to carry out but the resources available are not enough.

With increased funding expected in future, the municipality endeavours to undertake more
projects that will help grow and urbanize the municipality of Kangundo/Tala.

I also with to thank the leadership of Machakos County government for helping the municipality
in building its capacity.

----------------------------------------------------

Name: o], (& Mk

Chairperson of the Board
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6.  Report Of the Municipality Manager

The Municipality has achieved a lot since its establishment. Several projects have been
implemented and they are all at 100% complete. Since inception Kangundo Tala municipality
has constructed Kangundo Tala . It has upgraded Nguluni, Katine polytechnic, Kangundo town
and Kawethei road into bitumen standards. The Municipality has also installed solar street lights
in Kangundo, Tala and Nguluni market. The Municipality has also purchased skip bins; skip
loader, tractor and compacting track to aid in solid waste collection. All these mentioned projects
are 100% complete.. Construction of walkways has reduced road accidents and also reduced
congestions of pedestrians and motorists on the roads. Solar Street connections have enabled
traders to extend their trading hours to late at night and they have also reduced crime rate in the
municipality. Upgrading of roads into Bitumen standards has given Kangundo Tala municipality
a face lift and has also increased the land value. Construction of parking facilities has also helped
the County to increase its revenue collection. Purchase of solid waste vehicle and collection bins
has also helped the municipality to manage its solid waste collection and disposal effectively and
efficiently.

The main challenge that the Municipality faced during the implementation of the project was
weather interruption and vandalism. During the rainy season many projects were forced to stop
or slow down due to heavy rain.

For the entire projects that were done in Kangundo- Tala Municipality there was value for
money because the cost for collecting and transporting our solid waste has become more
effective and efficient. The traders are able to trade in a more conducive environment because
their products are no longer affected by dust and also their trading are now extended hence more
income. Upgrading of roads bitumen standards has helped the motorist to cut down on
maintenance cost of their vehicles.

Some of the key risk management that the Municipality intends to apply are risk reduction and
risk avoidance.

In risk reduction, the Municipality will ensure that the contractor will install all the necessary
safe guards to reduce occurrence of any accident on the construction site. The Municipality will
also ensure that the kind of investment it will implement will have low or medium risk and avoid
implementing projects that have high risk.

....... B

Name: 'JJE.(WQ Nze )
City/Municipality Manager
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7.  Statement of Performance against Predetermined Objectives for the FY 2022/2023
We have prepared the municipality’s financial statements as per Section 164 (2) (f) of the
Public Finance Management Act, 2012 which requires that, at the end of each financial year,
the Accounting Officer for a County Government entity shall prepare financial statements in
respect of the entity in formats to be prescribed by the Accounting Standards Board including

a statement of the county government entity’s performance against predetermined objectives.

As per the Municipality’s annual plan, we managed to construct Kawethei Market centre,

‘Mulley Link road in Tala town, and purchased tipping trailer for use within the municipality.

However some objectives were not met due to financial constraints. Some of the projects are;
upgrading of Kakuyuni Market, Purchase of more litter bins and purchase of waste

compactor.

Our key development objectives of the Kangundo/Tala Municipality are to:

a) Provide quality physical infrastructure.
b) Urban planning.

¢) Urban governance and administration

Xvii
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8. Corporate Governance Statement
a) Process of appointment and removal of Board members.
Members of the board are appointed by the governor to serve for a term of three years renewable
once. Once nominated, the members are gazetted and sworn in as per the law

The Municipality board members perform the several roles

b) Roles and functions of the City/Municipality Board members,

¢ Overseeing the affairs of the municipality.

e Develop or adopt policies, strategies and programs and set targets for service delivery.

e Implement integrated development plan; maintaining a comprehensive database and
information sysfem of the administratibn. | |

e Administering and regulating municipality’s affairs

e Implementing applicable national and county policies and legislation monitoring and where
appropriate.

e Regulating municipal services where those services are provided by service providers other
than the board of the Municipality.

¢) Induction and training, Municipality Board members and member’s

performance

Once appointed, the members were taken on an induction training sponsored by the World Bank.
The Municipality has thereafter organized training on regular basis to keep them up to date with

the management of the fund and emerging issues affecting the municipality. The chair on behalf
of the board has signed performance contract with the County Executive Committee Member of
the line Department.

d) Number of Municipality Board meetings held and the attendance to those

meetings by members

The board holds one sitting after every three months hence having four sittings per year.
Sometimes there may be a special sitting by board to tackle emergency issues which may arise.
Almost all members have been attending the said meetings unless one is absent with apology. In
this financial year, the board had the four normal sittings as stipulated by the law.

e) Succession plan,

Once members’ terms expires or resigns, a replacement is done by the governor as stipulated in

the cities and municipalities act.

XViii
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f) Existence of a service charter,

Kangundo Tala Municipality has a well-established service charter and is in force.

g) Conflict of interest,

There is no conflict of interest currently but members are encouraged to declare any conflict of
interest that may arise.

h) Board remuneration,

Members are remunerated as per the Salaries and remuneration commission approved rates. The
County government managed to pay most of the outstanding allowances and sitting allowances
in the year under review. During this year, the management defined all board members in the
IFMIS system for ease of processing their allowances.

i) Ethics and conduct as well as governance audit undertaken if any

The board did not undertake any audit on ethics and governance in this financial year. The board

will not hesitate to undertake the same if need arises.
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9. Management Discussion and Analysis
a) The operational and financial performance of the municipality during the period
During the financial year, the municipality performed fairly well both financially and
operationally. However, due to limited resources, we could not achieve as per our
desired objectives.

b) Key projects or investments decisions implemented or on-going - The principal
activity/mission/ mandate of the Fund is to is to establish and strengthen urban
institutions to deliver improved infrastructure and services in participating counties in
Kenya

Core objectives
e Support for the establishment, operationalization, and strengthening of the
institutional framework for urban management as part of the national level
interventions

e Assist county governments address urban development and management issues as
part of the county level interventions
e Provision of support for planning, urban infrastructure and service delivery.

¢ Provision of clean environment by doing waste management through acquisition
of garbage trucks.
¢) Entity’s compliance with statutory requirements

The municipality since the inception of the fund has followed all the statutory regulations
and as at the date of current reporting there were no reported non-compliance issues.
d) Major risks facing the municipality material arrears in the statutory and other
financial obligations
The municipality as at the time of reporting was not facing any serious risk as the framework
of work was being followed as per the plan.
The municipality as at the time of reporting had no pending bills or any other item which

had been defaulted in payment.
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“ 10. Environmental And Sustainability Reporting

Sustainability strategy and profile

The main mandate of the municipality is maintenance of urban infrastructure as well as solid
waste management. The municipality has acquired equipment and machinery for solid waste
management, developed an integrated development plan and established structures for
actualising the development plan.

Environmental performance

The Municipality did not have established environment performance policy. We are however
guided by the existing authorities such as NEMA and legislation developed by the Parliament.
Employee welfare

- During the year the municipality did not hire any staff. The county government of Machakos
however seconded required staff to work in the municipality. Due to shortage of funds, there was
one training to the Manager which was undertaken in the year under review. The Municipality
endeavours to undertake continuous capacity building of its staff to keep them updated on
emerging trends in the market. The Municipality is guided by the existing laws on health safety
and health.

Market place practices. The Municipality adheres to the laid down market practices.

Responsible Supply chain and supplier relations
The Municipality followed the rules on procurement as set out by the law and regulation on
procurement and Disposal

Responsible marketing and advertisement

We are guided by the existing law and ethics practice on advertising marketing.

Product stewardship

The Municipality adheres to all regulations on consumer protection and competition. Community
Engagements

The Municipality did not undertake any corporate social responsibility in the year.

XXl1



County Government of Machakos
Kangundo /Tala Municipality
Annual Report and Financial Statements for the year ended June 30, 2023

11.  Report of the Municipality Board Members
The Board Members submit their report together with the audited financial statements for the

year ended June 30, 2023 which show the state of the Municipality affairs.

Principal activities

The principal activities of the Municipality is as stated in page iii above.

Performance

The performance of the Municipality for the year ended June 30, 2023 are set out on page xx

Board Members
The members of the Board who served during the year are shown on page vi to ix. There

were no changes in the Board during the financial year.

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

;F%‘
:
-------- DR R R R

Name: (]\:\..’.R}Q N2 K
Secretary of the Board
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12.  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 fmancial'year ended on June 30, 2023. This respoﬁsibility includes:
(i)maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period, (ii) maintaining proper accounting records, which
disclose with reasonable accuracy at any time the financial position of the Municipality,
(iii)Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud, (iv)Safeguarding the assets of the Municipality,
(v)Selecting and applying appropriate accounting policies, and (vi)Making accounting estimates

that are reasonable in the circumstances.

The Municipality Manager accepts responsibility for the financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgments
and estimates, in conformity with 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 City/Municipality Manager is of the opinion that the financial statements give a true and fair
view of the state of City/Municipality’s transactions during the financial year ended June 30, 2023,

and the financial position as at that date.
The Municipality Manager further confirms the completeness of the accounting records which

have been relied upon in the preparation of financial statements as well as the adequacy of the

systems of internal financial control.

XX1V
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In preparing the financial statements, the Directors have assessed the Fund’s ability to continue

as a going concern

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.

Approval of the financial statements
The Municipality s financial statements were approved by the Board on %qu and signed on
its behalf by: : -

----n---o--on--E.;-o-'-'p ---------------- ‘e ee 1 seesesssees %.%-----.nco.---w--.----‘n’o--'--

Name: Raje (o e, Name: follyne (el
- Chairperson of the Board Accounting officer of the Board
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OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KANGUNDO/TALA MUNICIPALITY FOR
THE YEAR ENDED 30 JUNE, 2023

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

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

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of Internal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities 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.

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Kangundo /Tala Municipality set
out on pages 1 to 47 which comprise of the statement of assets and liabilities as at 30

Report of the Auditor-General on Kangundo/Tala Municipality for the year ended 30 June 2023



June, 2023 and the statement of receipts and payments, statement of cash flows and
summary statement of appropriation 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 Kangundo/Tala Municipality as at 30 June, 2023 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 Urban Areas
and Cities Act, 2011 (Amended 2019) and the Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Kangundo /Tala Municipality Management
in accordance with ISSAI 130 on the 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 receipt budget
and actual amount on comparable basis of Kshs.140,084,074 and Kshs.109,249,963
respectively, resulting to under-funding of Kshs.30,834,111 or approximately 22% of the
budget.

The under-funding may affect the planned activities and may impact negatively on service
delivery to the public.

My opinion is not modified in respect of this matter.
Key Audit Matters

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

Other Information

The Management is responsible for the other information set out on pages iiv to xxv which
comprise of Key Entity Information and Management, Municipality Board, Key
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Management Team, Municipality Board Chairperson’s Report, Report of the Municipality
Manager, Statement of Performance Against Predetermined Objectives, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Municipality Board Members and Statement of
Management Responsibilities. The other information does not include the financial
statements and my audit report thereon.

In connection with my audit on the Municipality’s, financial statements, my responsibility
is to read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this other information, | am required to
report that fact. | have nothing to report in this regard.

My opinion on the financial statements does not cover the other information and
accordingly, | do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Lack of a Strategic Plan and an Integrated Development Plan

During the year under review, Management and the Municipal Board did not develop a
Strategic Plan for the Municipality. This is contrary to Section 39 (1) of the Urban Areas
and Cities Act, 2011 which stipulates that a Board or town Committee shall, within the
first year of its election, adopt a single, inclusive Strategic Plan for the development of the
City or Urban area for which it is responsible.

In addition, Management did not prepare the Integrated Development Plan which acts as
a basis for preparation of the Strategic Plan. This is contrary to Section 37 & 38 of the
Urban Areas and Cities Act, 2011 which stipulates that a City or Urban area shall prepare
an integrated City or Urban area Municipal Development Plan in accordance with the
Third Schedule to this Act and which shall be aligned to the development plans and
strategies of the County Governments.

In the circumstances, Management was in breach of the law.
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2. Failure to Prepare Budget

The Municipality Management did not prepare a budget for the financial year 2022/2023
for submission to the County Treasury for approval by the County Assembly. This is
contrary to Section 175 (5) of the Public Finance Management Act, 2012 which stipulates
that the urban area or city shall prepare and submit budget requests to the County
Treasury upon approval by the Board in sufficient time, in the case of cities and
municipalities, for their approval as part of the annual County Appropriation Bill.

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

3. Late Submission of Financial Statements

Management submitted the financial statements for 2022/2023 on 16 October 2023 to the
Auditor-General, one month after the statutory deadline of 30 September 2023. This is
contrary to Section (1) and (2) of the Urban Areas and Cities Act, 2011 which stipulates
that the Board or town Committee shall cause to be kept all proper books and records of
account of its income, expenditure, assets and liabilities and within a period of three
months after the end of each financial year, the Board or town Committee shall submit
to the County Executive Committee its accounts for that year for transmission to the
Auditor-General.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply 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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed, | confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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 effective
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.
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Responsibilities of the 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 governance.

In preparing the financial statements, Management is responsible for assessing the
Municipality’s, ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to 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
comply 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 Municipality'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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229 (4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAIs). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. 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 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 conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions

Report of the Auditor-General on Kangundo/Tala Municipality for the year ended 30 June 2023

5



and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’'s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit
Act, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https://www.oagkenya.qgo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA “CBS
AUDITOR-GENERAL

Nairobi

30 December, 2024
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i. tatement of Financial Performance for The Year Ended 30 June 2023

venue from non-exchange transactions

ansfers from the County Government 6 131,422,026
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“15. Statement of Financial Position As At 30th June 2023

Assets

Current assets

Cash and cash equivalents 19 30,834,111
Receivables from exchange transactions 20 -
Receivables from Non- exchange transactions 21 -
Prepayments 22 -
Inventories 23 -
Total current assets : 30,834,111

Non-current assets

Property, plant, and equipment 24 -

Intangible assets 25 -

Total Non-current Assets .

Total assets 30,834,110
Liabilities

Current liabilities

Trade and other payables 26 25,526,153
Refundable deposits from customers 27 -
Provisions 28 -
Retentions 29 5,307,957
Employee benefit obligations 30 -
Deferred Income 31 -
Social Benefits 32 -
Total current liabilities 25,526,153

Non-current liabilities

Provisions 28 -
Borrowings 29 -
Non-current employee benefit obligation 30 -
Deferred Income 31 -
Social Benefits 32 -
Total liabilities 30,834,110
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Net assets

Capital/Development Grants/Fund -

Reserves -

Accumulated surplus
Total net assets and liabilities 30,834,110

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 2023

and signed by:

Name: ' Name: Benjamin Kioko Katola
Municipality Manager Head of Finance
Date: ICPAK M/No 21416

Date:
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16.  Statement of Changes In Net Assets For the Year Ended 30 June 2023

Bal as at 1 July 2021 < 5 = =

Surplus for the year - B

Funds received during the year . -

Revaluation gain . % .
Bal as at 30 Jun 2022 - - s

Bal as at 1 July 2022 - = - -
Surplus for the year E 30,834,111 30,834.111

Funds received during the year - . - -

Revaluation gain < . = -

Balance as at 30 June 2023 3 = 30,834,110 30,834,110




County Government of Machakos
Kangundo /Tala Municipality

Annual Report and Financial Statements for the year ended June 30, 2023

17. Statement of Cash Flows for the Year Ended 30 June 2023

Cash flows from operating activities

Receipts

Transfers from the County Government

131,422,026

Public contributions and donations

Interest received

Miscellaneous receipts

8,662,048

Total Receipts

140,084,074

Payments

Use of goods and services

109,249,963

Staft costs

Board expenses

Finance costs

Total Payments

109,249,963

Net cash flows from operating activities

33

30,834,111

Cash flows from investing activities

Purchase of PPE & intangible assets

Proceeds from sale of PPE

Net cash flows used in investing activities

Cash flows from financing activities

Receipts from Capital grants

Proceeds from borrowings

Repayment of borrowings

Net cash flows used in financing activities

Net increase/(decrease) in cash & cash equivalents

30,834,111

Cash And Cash Equivalents At 1 July

19

Cash And Cash Equivalents At 30 June

19

30,834,111
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18.  Statement of Comparison of Budget & Actual Amounts for the Year ended 30 June 2023

A B c¢=(a+b) D e=(c-d) f=d/c
Revenue Kshs Kshs. Kshs. Kshs.
Transfers from the County Government | 131,422,026 2 131,422,026 109,249,963 22,172,063 83%
Public contributions and donations - - - - - 0%
Interest income - - - - - 0%
Miscellaneous income 8,662,048 . 8,662,048 . 8,662,048 100%
Total Revenue 140,084,074 - 140,084,074 109,249,963 | 30,834,111.00 0%
Expenses
Use of goods and services 109,249,963 - 109,249,963.00 109,249,963 - 100%
Board expenses - - . - (=3 0%
Staff Costs - (-) - - (-) 0%
Other Infrastructure and civil works - (-) - - - 0%
Refined Fuels and Lubricants for - - - - 100%
Transport )
Other Capital Grants and Trans - - - - 0%
Other Infrastructure and Civil Works
Finance costs - (-) - - (-) 0%
Total Expenditure 109,249,963 (-) 109,249,963 109,249,963 - 0%
Surplus for the period 30,834,111 - 30,834,111 - 30,834,111 17%

Capital Expenditure

Budget notes
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19. Notes to the Financial Statements

1. General Information

Municipality is established by and derives its authority and accountability from Urban Areas
and Cities Act No. 13 of 2011(amended 2019). The Municipality is under the Machakos
County Government and is domiciled in Kenya.

The entity’s principal activity is

e Support for' the establishment, operationalization, and strengthening of the
institutional framework for urban management as part of the national level
interventions

e Assist county governments address urban development and management issues as part
of the county level interventions

e Provision of support for planning, urban infrastructure and service delivery.

e Provision of clean environment by doing waste management through acquisition of
garbage trucks.

2. Statement 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 at their estimated
recoverable amounts, and actuarially determined liabilities at their present value. The
preparation of financial statements in conformity with International Public Sector Accounting
Standards (IPSAS) allows the use of estimates and assumptions. It also requires management
to exercise judgment in the process of applying the entity’s accounting policies. The areas
involving a higher degree of judgment or complexity, or where assumptions and estimates are

significant to the financial statements, are disclosed in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the entity.
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The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, and International Public Sector Accounting Standards (IPSAS). The

accounting policies adopted have been consistently applied to all the years presented.
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3. Application of New and revised standards (IPSAS)

i. New and amended standards and interpretations in issue effective in the year ended 30

June 2023.

Standard

Effective date and impact:

IPSAS 41: Financial

Instruments

Applicable: 15 January 2023:
The objective of IPSAS 41 is to establish principles for the financial
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 provides users of financial statements with more useful
information than IPSAS 29, by:
* Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset’s

cash flows and the objective for which the asset is held;

* Applying a single forward-looking expected credit loss
model that is applicable to all financial instruments subject to

impairment testing; and

* Applying an improved hedge accounting model that broadens
the hedging arrangements in scope of the guidance. The model
develops a strong link between an Entity’s risk management
strategies and the accounting treatment for instruments held as

part of the risk management strategy.

IPSAS 42: Social
Benefits

Applicable: 1% January 2023

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a
reporting Entity provides in its financial statements about social
benefits. The information provided should help users of the financial

statements and general-purpose financial reports assess:
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Standard Effective date and impact:
(a) The nature of such social benefits provided by the Entity.
(b) The key features of the operation of those social benefit schemes;
and
(¢) The impact of such social benefits provided on the Entity’s
financial performance, financial position and cash flows.
Amendments to | Applicable: 1st January 2023:
Other IPSAS ; a) Amendments to IPSAS 5, to update the guidance related to the
| resulting from | components of borrowing costs wﬁich were inadvertentl'y
IPSAS 41, Financial omitted when IPSAS 41 was issued.
Instruments b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted
when IPSAS 41 was issued.

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

d) Amendments to IPSAS 33, to update the guidance on
classifying financial instruments on initial adoption of accrual
basis IPSAS which were inadvertently omitted when IPSAS

41 was issued.

Other improvements

to IPSAS

Applicable I’ January 2023

e [PSAS 22 Disclosure of Financial Information about the General
Government Sector. Amendments to refer to the latest System of
National Accounts (SNA 2008).

e [PSAS 39: Employee Benefits Now deletes the term composite
social security benefits as it is no longer defined in IPSAS.

e IPSAS 29: Financial instruments: Recognition and Measurement
Standard no longer included in the 2023 IPSAS handbook as it is
now superseded by IPSAS 41 which is applicable from 1* January
2023.

ii. New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2023.
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Standard

Effective date and impact:

IPSAS 43

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
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 recognise, measure and present

information on right of use assets and lease liabilities.

IPSAS 44:
Non- Current
Assets Held
for Sale and
Discontinued

Operations

Applicable 1’ January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at
the lower of carrying amount and fair value less costs to sell and the
depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented
separately in the statement of financial position and the results of
discontinued operations to be presented separately in the statement of

financial performance.

iii. Early adoption of standards

The Entity did not early — adopt any new or amended standards in the financial year

2022/2023
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(Notes to financial statements continued)

4. Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognizéd on obtaining control of the asset (cash, good.s, services and property') if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the municipality and can be measured reliably. To
the extent that there is a related condition attached that would give rise to a liability to repay
the amount, the amount is recorded in the statement of financial position and realised in the
statement of financial performance over the useful life of the assets that has been acquired

using such funds.

ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s
net carrying amount. The method applies this yield to the principal outstanding to determine

interest income for each period.

b) Budget information

The original budget for FY 2022/2023 was approved by the County Assembly on xxx (Date).
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the Municipality upon receiving the

respective approvals in order to conclude the final budget.

The Municipality’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

12
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accrual basis using a classification 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

statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and
actual amounts,

prepared on a comparable basis to the approved budget, is then presented in the statement of
comparison of budget and actual amounts. A statement to reconcile the actual amounts on a
comparable basis included in the statement of comparison of budget and actual amounts and
the actuals as per the statement of financial performance has been presented under section

xxx of these financial statements.

¢) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. 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, the Municipality recognizes such parts as individual assets with specific useful
lives and depreciates them accordingly. Likewise, when a major inspection is performed, its
cost is recognized in the 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
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration the asset is initially measured at its fair val