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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON
THE ABSTRACTS OF ACCOUNTS OF THE COUNTY COUNCIL
OF NAKURU FOR THE THREE (3) YEARS ENDED 30 JUNE 2003

The attached Abstracts of Accounts of the County Council of Nakuru for the
three (3) years ended 30 June 2003 have been audited under my direction in
accordance with the provisions of ©=245n 23(1) of the Exchequer and Audit
Act, Cap 412.

1.0 Respective Responsibilities of the Council and the Controller
and Auditor General :

The Council is responsible for preparation of Abstracts of Accounts which
give a true and fair view of the state of financial affairs of the Council and
its operating results. My responsibility is to express an independent opinion
on the financial statements based on the audit.

2.0 Basis of Opinion

The audit was conducted in accordance with the International Standards on
Auditing. Those standards require tii-t tiic audit be planned and performed
with a viewl to obtaining reasonable assurance that the financial statements
are free from material misstatement. An audit includes an examination, on a
test basis, of evidence supporting the amounts and disclosures in the
financial statements. It also includes an assessment of the accounting
policies used and significant estimates made by the Council as well as
evaluating the overall financial statements’ presentation. I believe the audit
provides a reasonable basis for my opinion.

3.0 Qualification Points

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

(1)  As previously reported, the Ab:strécts of Accounts for twenty six (26)
years from 1971 to 30 June 1996 have not been prepared and

1



submitted for audit as required. The Council therefore continues to
breach the law. In the absence of certified Accounts for 1995/1996
and prior years, the accuracy of the opening balances for the year
1996/1997 as at 01 July 1996 and for all the subsequent years,
including the period under review, could not be confirmed.

(i)  The Council used the Simplified Accounting Systems (SAS) format,
in preparing its Accounts, which has not been approved and gazetted
by the Minister for Local Government as required. The Council was
in breach of the law.

(i) The Accounts were not properly signed on the face of the Balance
Sheets.  Further, they did not include Cash Flow Statements,
comparative figures and approved estimates amounts as required.
Although numerous amendments were recommended, amended
Accounts have not been submitted to date. In addition, although the
Municipal Council of Naivasha and Town Council of Molo were
carved out from the County Council of Nakuru, the process of
division of the assets and liabilities has not been finalized to date.

In view of the above issues, the accuracy of the Accounts under teview
could not be confirmed.

3.2 Fixed Assets

The Fixed Assets increased from Kshs.51,411,198.10 as at 30 June 2000 to
Kshs.63,473,248.00 as at 30 June 2003. However, the Council did not
maintain a Fixed Assets Register (FAR). Further, ownership documents for
land, three vehicles and a ZA trailer and valuation reports for its assets were
not made available for audit review. In addition, included in the Fixed
Assets 1s an amount of Kshs.4,501,371.85 worth of assets belonging to
Town Council of Molo. The Council has not explained why the value of the
assets belonging to another Council were included in the Accounts. In view
of the foregoing, it was not possible to confirm the accuracy of the Fixed
Assets as stated in the Balance Sheet as at 30 June 2003.

3.3 Renewals Funds l
Section 219 (1) of the Local Government Act, Cap 265 requires the Council
to create adequate Renewals Funds to provide for the entire or partial
replacement of some or all of its assets, which, owing to depreciation or
other cause, will require at some future date to be replaced. However, no
renewals funds were created and set aside as required. The Council was,
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therefore, in breach of the law. Further, it is not clear how the Council
intends to finance the replacement of its assets, in future, in the absence of
renewals funds. &

3.4 Loans Qutstanding

The Loans Outstanding balances decreased from Kshs.6,233,856.25 as at 30
June 2001 to Kshs.4,484,938.15 as at 30 June 2003. However, the amounts
reflected in the Accounts differed with the amounts reflected in the records
made available for audit as follows:-

National Housing L.oans (NHC)
Type 2000/2001 2001/2002 2002/2003
Kshs Kshs Kshs

Balance per Accounts 1,206,210.00 1,070,390.45 934,561.00
Balance per records 13,022,000.0U 14,087,476.00 15,104,892.20
Difference (11,815,840.60) (13,017,085.55) (14,170,331.20)

Local Government Loans Authority (LGLA)

Balance per Accounts  5,027,636.65 4,289,006.75 3,550,766.00
Balance per records 1,206,219.00 4.495,273.00 4.700.766.55

Difference 3.821,417.55 (206,266.25)  (1,150,000.55)

Further, the loans files made available for audit did not indicate the principal
amounts, dates loans were advanced, amounts repaid together with the
interest accrued and paid. Under the circumstances, it was not possible to
confirm the accuracy of the Loans Outstanding balances as at the end of
each year under review.

3.5 Cash and Bank Balances

The Cash and Bank balances increased from Kshs.2,918,535.70 as at 30
June 2001 to Kshs.6,860,490.65 as at 30 June 2002 and then decreased to an
overdraft of Kshs.(1,882,512.45) as at 30 June 2003. However, the main
cash book was not only incomplete but had also not been balanced daily as
required. In addition, boards of survey reports to confirm cash in hand,
monthly bank reconciliation statements, and bank balances confirmation
certificates were not made available for audit review. In the circumstances,



the accuracy of the Cash and Bank balances reflected in the Agcounts under
review could not be confirmed.

3.6 Sundry Debtors

The Sundry Debtors balances increased from Kshs.212,125,480.05 as at 30
June 2001 to Kshs.283,371,522.35 as at 30 June 2003. However, no
provision was made for bad and doubtful debts in the Accounts under
review. The major Sundry Debtors comprise property rates and plot rents as
reflected in note 3.6 (a) to the Accounts. The outstanding imprests fluctuated
between Kshs.13,409,186.55 as at 30 June 2001 to Kshs.14,481,218.35 as at
30 June 2003. The Sundry Debtors further included refer to drawer (RD)
cheques amounts which increased from Kshs.7,050,833.95 as at 30 June
2001 to Kshs.8,901,792.00 as at 30 June 2003. However, the actual cheques
and cheques registers were not made available for audit review. Further, no
debtors individual schedules and ledgers were made available for audit. It
was, therefore, not possible to confirm the accuracy and recoverability of the
Sundry Debtors balances reflected in each of the three (3) years'under audit.

3.7 Budget and Budgetary Control

During the three years under review, the Council did not operate within the
approved budgets. It incurred over-expenditure of Kshs.161,934,123.30 or
203% of the approved total estimates for the three vyears of
K'shs.79,430,120.00. It also realized revenue shortfalls totalling
Kshs.45,921,646.00 or 43.3% of the approved total estimated revenue for
the same period of Kshs.105,904,891.00. The Council was therefore in
breach of the law.

3.8 Local Authorities Transfer Fund (LATF)

During the three years ended 30 June 2003, the Council received
Kshs.118,209,368.30 as LATF grants. However, the LATF cash books were
rarely written up to date during the three (3) years under review. Further, no
separate LATF bank accounts were operated as require‘:i. In the
circumstances, the Council was in breach of LATF Regulations.

3.9 Financial Improprieties

During the period under review, the Council incurred expenditures totalling
Kshs.304,694.00 which were supported by duplicates as opposed to original
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payment vouchers. Further, payments amounting to Kshs.1,207,046.20 did
not have valid supporting documents. In addition, unexplained payments
amounting to Kshs.1,577,200.00 were made to Longonot Mai Mahiu
Multipurpose. No explanation was given on the nature and purpose of the
payment. In the circumstances, the propriety of these expenditures could not
be confirmed.

3.10  Non Response to Audit Queries and Draft Report

The Abstracts of Accounts for the three (3) years ended 30 June, 2003 were
audited and material issues raised with the Council for comments through a
letter dated 24 November 2005. Further, a draft report which the Controller
and Auditor General intended to issue on the Abstracts of Accounts for the
three (3) years was submitted to the Council for comments through a letter
dated 8 December 2006. No responses have been received to date. It is,
therefore, not possible to determine what actions have been taken or are
being takenf if any, to redress the issues raised.

4.0 Opinion

In view of the reservations set out in paragraphs 3.1 to 3.10 above, I am
unable to express an opinion in accordance with Section 26(2) of the Act
that:-

(1)  All the information and exjl-nations required for the purpose of the
audit were obtained;

(11)  The Accounts have been properly maintained and are in order;

(111)) The Consolidated Balance Sheets give a true and fair view of the
financial position as at the end of each of the three (3) years;

(iv)  The Summary of Revenue Accounts gives a true and fair view of the
income and expenditure of the Council for each of the three (3) years;
and

(v)  The Accounts comply with the Local Government Act, Cap 265.

|
{;ﬁi‘:’/bb/t/whw-my
P. N. KOMORA, CBS
CONTROLLER AND AUDITOR GENERAL

Nairobi

12 August 2008
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TATEMENT i P :

- ”_’73‘:‘ /2002 | YVJ- _2052/2003 | | 200202003
subu_\, IVE HEAD . ACTUAL | | APPROVED | ACTUAL
' AJC CODESERVICE RECE!IPT ; KSHS ! KSHS P KSHS
. 706 Office rent ~ - 1 7200000} -
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1B8-018 ‘Medical allowances i o o §_OO uO i e
18-031 tDrmtrng & stationery L2214 ’108 00 ) 605 000. OO ' 1,216,171. OO
18-032_ lPostageé? telephone | 157,400.00 | | 268,200.00 | | 2'12' 632.30
1B8-033_ | : & i s 422,214.00 | 675,000.00 | | 1,199,764, 10
iB-036_ Legalfees | 841,844.00 230,000.00 | 570,000.00
18-037 1c:oth'na & uniform | 10360000 | | _ 414,00000| | 158,200.00
11B-038 | 1,08542630 | | : | 74,017,415.35
1 B-04 . 12%6,806.00 | | 324,500.00 | L 408 ,056.40
U . 1 2320000 8,175.00
- .,.,.__?}.%.4_00-00 ' .32,000.00 91,944 90__,
} - 16,000.00 o
uscvncneous expenses B 136,262.00 ¢ | 57,000.00 | | 08, 008 0o
11E cription to ALGAK & ALGAE ~73,767.00 | 4200000} | 14,360.00
1] , T 28,80000 ! | 28.880.00
i E 47,617.00 | | .1 349,047.00
| _ :Totzl operations | 6,772,395.05 | | 3,211,500.00 | | _6,779,760.35
: IMMNTENANCE ‘ ’ ' T ‘ o ‘ Lo : D
5041 'Repeirend mainienance | 17567500 | 5050000 | 220,089.00
118-061  iEquipments & tools f 27,184.00 | | 39,000.00 | | 17,170.00
18-051__|Vehicles repair | 64,520.00 | ' - | 4,000.00
P Total mais tera—.ce ] T 267,579.00 | | 89 500}} oo - 251,269.00
| ; xQ_’_.’f«_L EXPENDITURE. . 16,304,164.60 | | 14,583,045 149,407,274.45
NET & ‘\PLUS_/(DE':!CXT} 1 7(13,435,152.30)| | (11,691,045 00) [ (15,210,302.45)

V-
Ls




uncii rortt‘n e ficient operetlo" of the Council.

i 09.00 . L 224,085.00
| 21000 00 | 66,100.00
. 711000000 i |  137,29500

, 0.00
ST 786,800.00
. 210,570.00

B - To ensul e r o')erlv recorded and internal control is ndhmed to
C - To co’l ouncil and to ensure the*e aro‘sollmd financial ;
i S ootoes || 200202003 . 200202003
JSJECT VE HEAD ! ACTUAL | | APPROVED | | ACTUAL
A | " “Rems |1 KSHS || KEHS
B E 35599335 | | _ 47251480
| : 19,990.00 | | G3,083.00 151,440.00
; 448,340.00 | | 668,915.00 L1 408,305.0
R 468,260.00 | | 581,344.00 | | 448 845.00
s G| 500000 ; | -
, | 4,583,403.00 | | 4,{;29 31/1 00 | 4,268,968.00
'
|
i
'

743 T T7A00000 1 42,00000 0 N,
| ".'?'..:','\fv;m cha - S 40160001 | 25 SOJoooi . 38,750.00
Y781 (Miscellene 7 1,05820835| | 46637800, 2,143,477 60
789 .. o x 185,595.00 | | = 1] -
! 5570 | 7,044,034.00; | 838879140
| | = o
CC001  [Salaries & wages | 11,176,143.80 | | 11,238,840.00 . 12,440,188.35
1C-003 |NSSF i 195,578.50 | | 234,000.00 | ! 228,280, 60
1c004_ Counet o PF £22,807.80 | | 56648600 | ' 5
10005 'Counciis contribution fo SF_ 543,664.30 | | 63123300
1C-012  jHouse 4,104,177.45 | | 470646000 | 85
1C-013 1At e i e B 9)
1C015 Le 15085920 | 32191500 | 5
/C-0 ‘; ,738.00 | 12,400.00 ; | -
| ' [ 46,782,258.95 | | 17,714,134.00 | 20‘028,667.1‘3
é*{é’.om ST T TE62,711.00 ) | 954,000.00 | 1,215,633.00
cote ] o b 25835.00
16018 ot 600000 « -
|1C-031 ,'Pmtmg&gmouew S | 71,285,00000 ;] | 1,692783.50
11C:032 _ iPostage 8 telephone - | ] 14870000 | -
C088 ST 390000000 -
1C-024 o | 40400000 | | 20000000 |  500,000.00
1C-055 Q. %70,38800% 15000000 | 482,036 70
C-043 er & consevancy 100,000.00 200,000.00 ! 63,582.0

100,000,007 | .

T T 03453540 | .1 205,404.50
! 20,250.00 | | 12,200.00

54672001 | 745500.00 i -
409 500. oo L &

[N
£z}
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COUNTY COUNTH

i H
. _ \ P
represe .tamn o. the DHM 'S viaw by ensur th ‘ar nolicies of the Council are
777777 lvn accurduncn ‘“lth the aspiration of the public. ! - i : , x
f 1 2001/2002 | 20022003 | 2002/2003
T - | ACTUAL | | APPROVED | | TACTUAL
5iC CODE i KSHS L KSHS o KSHS
i E— P i .
i i i i -
I N ! !
- N |
110-014 Subsistence ziiowance . 651,303.65 | | 400,000.06 | | 50,677 U0
! _ !\/icéchm}-man allowance . 11 242000000
110021 {Chairman allowanca ! 10,000.00 ' | 360,000.00 ¢ ! 30,694 30
:k/uan.t_!!c_uyf sg_q_a!_:fjb‘..“-;a:‘ice_ , _ . 120,000.00 | , -
_____(Committeechairman _______ | .. 128500000 ; | .
2 iOther Counsiliors allowan | 6245773.45 1 | 14,550,000.00 ! ! 11,084,497.95
g D P ~40,000.00 ! -
496,194.65 | | 600,000.00 | 1,012,595 30
: 144,750.00 | 150,000.00 | 432 366.25
: ) 72,000.00 ! £00,000.0C | ! 124,400 00
- l unuILulc: & flT[ HGD ) = Cod 1J,OCU.GU ‘ =
1D-052 Robes provisions ‘ - 16,000.00 § | 15,094 40
: . = 1| 34,400.00
K i 321865 || N
g TT46,659,341.70 | | 18,684,000.00 | | 12,834,723.20
1 i [ i i
- IANCE ' P P
041 |Repairs & »7|_~|mér-1:1‘nce of office . - I -G 31,500.00
~iTotal malntenance . .= || - 3150000
: || o
) || 1868400000  12,886,223.2C
[ | {
[ 710,659,341.70)| | (18,684,000.00)] _(12,866,223.20
i I Vo




; YF"R ENDED SOTH JUNE 200°

=SSR A i
(1Y E

i
i
!

T
|
!

'

generating projects

i

B-7o g|vc S C"" coonomic education to t nar al public through pu lic barazas
] | 2001/2002 . 200202003 2002/2005
. ACTUAL | | APPROVED ACTUAL
) ; KoHS Do KSHS (SHS
- ZRECEPTS 1. i |
i 708 sradivm & social halls j 30,898.00 | | 100,000.00 | 19,900.00
[ 701 A._:; e - i $12,360.00 |
| 716 b;;"_____ - (4,200.00); | 80,000.00 | (19,550.00)
718 2cus income AR 5,000.00 | =
; 7u1 fund ) | 2255000 | | 80,000.00 | 7,800.00
| 781 ? - 2,500.00 | -
| 45,148.00 . |  275,860.00 | 2,450.00
| | | |
o T 4.066,207.35 | | 2.004,080.00 | 4,704,830.00
ontribution to NSSF _Z§_§>8_2 70 | 84,000.00 | 86,400.00
Pz s contributicn to PF § 22842975 | | 201,312.00 | 983,408 20
P 22-00! ) - o_z_g|3_aoj | 201,941.00 | _7/4 788.10 |
i 24012 . 1,467,423.40 [ | 1,614,000.00 ; 2,046,350.00 |
! 2A-015 | 188,171.85 | | 113,087.00 | 65,723.90 |
- 22017 ; 720.00 | | - -
.67 12851 1 6,118,420.00 | 7,434,498.20
| 2k | 12170.00 | | 20500000 : 4,267 50
590000 | |  30,00000
2 b 4,200.00 | -
24 ? -0 120,000.00 - -
2 L 1,400.00 | 16,000.00 |
P2 1SCnoot b : - E | 40)0(, .00 ; -
| 2A037 |Ciothin &« | ... 5200000 ’
| 2A-04C iC ! 43,000.00 | ! 100,000.00 ! 40,000.00
| A - | i 145000.090 | .
I ; S0 16500000 | :
B . id 1200000 .
: ; e 43,000.00 ! 74,000 .00
T 10,000.00 _
82.671.00 1 324 000.00 | 21,756.00 !
: 35,004.25 | | 47,000.00 | 21,851 00
: - 0§ 30000000 -
£5,20000 [ | 47,00000 | 12,400 C0 |
: | 6,000 00 - -
: 5423000 66,000.0C _
5 -1 495,000.00 35,606.0C |
N 20,000.00 -
- 70,000.00 ! T
| 27567525 | | 2,260,200.00 | 245,304.5¢ |
| o . !
2-8
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CoU iNCIL

R
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R TH E YEAR ENDE é CT

N

H JUNE 20

102

o).,
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Wil A

L0 CC <
i)
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)i €

Al
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-
C
co

)
)
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N

urscmcms o, COSL of
cTion fees

i
i

_)

Gings

L b o
o L
ea and Lo provice toilets. 1 :
| |
! | o o
| 2002/2003 | |  2002/200%
| APPROVED | | ACTUAL
| KsHS I KSHS
] i
| i i
| 40285200 | 318,40.00
b1 2,990.005 | 1,389,188.00
1 79500500 | 625070.C0
P s | 187,400.00
: 2,oou_co- 1 400,000.00 1 | 2,000.00
S mmmou% ; —
75483000, . 101508000, | = 90888200
L . 100000000 © -
| 245881560 | 3,965287.00 i 17 2,430,680.00
! oo N .
. 1,563,380.00 ¢ i 277323750
! 55,200.00 | 63,340.00
i 45,612.00 | 104,675.00
| 27,086.00 | | 95,734.75
| 692,400001 | 1,181,438.20
. 46,900.00 | 64 473.70
; . 243055800 ; | 4,382,898.55
i P oo
i 37510001 | 42500000 | 32176600
: - 30,000.00 ;| 5
: - wl | 2,500.00 ¢ |
: = [ | 11,000,000 166,602.00
= 1 . 100,000.00
: i 00,00 | .
% I . 1 12,720.00
! £ i 600,000.0C ; | £72,850.30
; - 113,0'@(’; ; -
626,200.60 ' | 1,000,000.00 i 00
| - P 50,005.05 -
? = ? 700000
; 115,740.0C | 125,000.00 ; 360, 202.00
: 232,98000 ; | 370,000.00 ; | 682,162 6 |
: 550 a 53,000.00 - | |
i 343,270.063 | | 545,000.00 7 C72,444 .60
D
______ . 200,000.00 | | -
: : 206,000.00 | .
e

T 54
(20

79,498.50
0

i oy
v, A
20,683.50}

5,454,058.00 |
(1,458,061.00)




NAKURU Gu:";{ C U‘\C I B ] |
THE YCAR ENDED 30 H JUNE 2003 |
i | ; | 1 |
ziea of ju;iég‘_‘ict‘i"on.' ; 5 :
; | l
- i 20012002 | | 2002/2003 @ & 200202003 g
CCoE | ACTUAL | APPROVED | |  ACTUAL
o RSHs ., KsHS r8HS
719 " T2270,27000 | | 2,015845.00 1,836,425.00 |
28 594 508.00 | 697,180.00 ! 253,475.00 |
. 2,684,/78.00 | | 743,025.00, | 2,194,500.00 |
- i o i
: ! |
? | - !
00* 596060380 | 619122000 . 808627575
00z | i 28301470 ! | 386,400.00 | | 353,196.00 |
T onaE i 17172000 | - . 63058 50 |
. 012 House aliowance f 996 060 00, | 387840000 ; | 4,212,243.60
{ 015  ilLeave allowance ; '140,27. 70 P 185,713.00 | | 59,825.66
| 'Tota! personnel  8,228,126.20 |  10,641,732.00 | | 12,774,893.45
T . | )
014 4720800 | 150,000.00 - 7,000.00
052 - ... 5000000 4 -
| 033 Insurance | - 200,000.00 | | -
i _{Electricity, wa i, - b4 50000001 -
056 Renewal fmu__ - : - i 200 000. OG ‘ -
037 \Clothing & uniforms i IR 280,000.00 | | -
080 _.Petrol funds j 599,779.10 | | . L -
§ 611,077.10 | | 885,000.00 | | 7,000.00
: b
oAl | 5643000 | 450,000.00 45,782.00
081 ! 3,230.00 | | 50,000.00 | !
; 59,660.00 | | 500,000.00 | | 45,782.0
i | P
| 12,827,481.45
’ 1 " [10.632.581.451

N

-
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| |

l

OFZ TE—* YEAR ENDED 30TH JUNE 20063

‘ |

| 4

= R | |
The accounts presenied-féié—te_:Tﬂe o erations of | the Council or he twelve ( i2) months cbmmenci

on st July 2002 and ending on < SOm June 2003 | ; |

i 3 ) 0 o | i

Ises e o | |

i prlrmule Wberebv m'*ome and

dry debtors and cred
N

NE—|

\
9 iy kil :
| |
| i

2uOo is ihe \evenm {7tn) yeer who se Abkrr cts ¢ Accoums ﬁave been prepared.

:The year 2002
NS yeal £

s the | ts ¢ Accou l

Yo

The yeer CO”"”I':"’V”Dd with @ surplus bfﬂ th\ .O"W”'d or Kshs.88, 296, 287 20.

= e T BRSNS ‘
- . | !
are appended oelov. re prese.v ted at the hls*or;cal cosLs lt is however notao hat

<
53

!ho fna! ab:'ﬁ/uo O ""CO’ nts for savera| Vcaro hGCl( it ‘NG‘: not pOCSIbe tO O\,hgu
the revaluation of all council's assets

vf\:iu?s tne‘eol will be 'ncor,.;orat@d in the abstract of accounts Tor Lne

e ) ;

i |

int E—

twill b'ﬁ un

subscquén /

|

ng

expenditure are recognized

ditors

f ell

[

; =
i ..e l')‘.’;‘jOHI‘;’ of I.".v

m both LO"ai Government Loans Autr»o'n

oL

\AIAre
Yo O

=)
Cic

c:r.\ c
PO LD

ur‘q rezs

iational

nd plant as well as few okher asseis

!—*ov_v_e_\ﬂr_e_w_ h vehlcle

ATF contr'buﬂom

DS%O

r-lous'ng Corpc

|
O

“ADDITIONS

EALANCE AS.

[FOR THE YEAR| o
) P(QUQ o

vniu

ODO O
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3,500,000.06

4,000,000.00
"7 00G,000. 00
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18,003,722.50 | _

18,003,722.5¢
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