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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 attachefl Abstracts of Accounts of the County Council of Nakuru for the
three (3) yedrs ended 30 June 2003 have been audited under my direction in
accordance with the provisions of S;;"ii:i :3(i ) rlf 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 rii,.t Liic audit bc pkinned and performed
with a viewlto 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

l(i) As previously reported, the Abstracts of Accounts for twenty six (26)
years from l97I to 30 June 1996 have not been prepared and
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submitted for audit as required. The Council therefore continues to
breach the law. In the absence of certified Accountr fop 199511996
and prior years, the accuracy of the opening balances for the year
199611997 as at 01 July 1996 and for all the subsequent years,
including the period under review, could not be confirmed.

(ii) 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.

(iii) 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 srrbmittcd 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 rfeview
could not be confirmed.

3.2 Fixed Assets

The Fixed Assets increased from Kshs.S1,411,198.10 as at30 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 ZAtrailer and valuation reports for its assets were
not made available for audit review. In addition, included in the Fixed
Assets is 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 
t

Section 219 (l) 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 Outstanding

The Loans putstanding 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 arrounts
reflected in the Accounts differed with the amounts reflected in the records
made available for audit as follows:-

National Housing Loans (NHC)
Type 200012001

Kshs
200u2002
Kshs

087

2002t2003
Kshs

3,550,766.00
4.700.766.55

Balance per Accounts
Balance per records
Difference

Local Government Loans Authority (LGLA)

1,206,210.00 1,070,390.45 934,5il.A0
13 022 00u.6u t4 476.00 15 t04 892.20

ul15s40.(i0) (13,017,085.55) (14"170,33I.20)

Balance per Accounts
Balance per records
Differencel

5,027,636.65
r"206.2r9.00
3.821.417.55

4,289,006.75
4^495.273.00(W G1s0J00,55)

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.(tr,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 lwere not made available for audit review. In the circumstances,
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the accuracy of the Cash and Bank balances reflected in the Apcounts under
review could not be confirmed.

3.6 Sundry Debtors

The Sundry Debtors balances increased from Kshs.272,125,480.05 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 Accourus. The outstanding imprests fluctuated
between Kshs.13,409,186.55 as at 30 June 2001 to Kshs.14,491,21g.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.8,90r,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) yearslunder 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.16l,g34,l23.30 or
203% of the approved total estimates for the three years of
I(shs.79,430,120.00. It also realized revenue shortfalls totalling
Kshs.45,921,646.00 or 43.3Yo 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 zoo3, the Cbuncil 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 revieul. Further, no
separate LATF bank accounts were operated as required. In the
circrrmstances, 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 vduchers. Further, payments amounting to I(shs. 1,207,046.20 did
not have valid supporting documents. In addition, unexltlained payments
amounting to Kshs.1,577,200.00 were made to Longonot Mai Ivlahiu
Multipurpose. No explanation was given on the nature and purpose of the
payment. In the circumstances, the propriety of these e>rperrditures could not
be confirmed.

3.10 Non Response to Audit Queries and Draft Reponri

The Abstracts of Accounts for the three (3) years ended 30 June, 2003 vvere

audited and material issues raised u,ith the Council for contments through a
letter dated 24 November 2005. Further, a draft reporl which the Controller
and Auditor General intended to issue on the Abstracts of Accounts fbr 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 taken, if any, to redress the issues raised.

4.0 Opinion

In view of the reservations set out in paragraphs 3.1 to -i.10 above, I am
unable to express an opinion in accordance with Section 26(2) of the Act
that:-

(i) All the information and exp:l;natirii'rS icguired for the purpose of'the
audit were obtained;

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

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

frvut*v,n*'-o-
P. N. KOMORA, CBS
CONTROLLER AND AUDITOR GENERAL

Nairobi

5
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