.'aalrnh

19 Pl 28 4N ; - ey AN ER Bl On ALY B RN
§ LY AN 2 £ TN § il
*f‘f s sou { \ piy s oalgd ¢ Uad

‘ (LY, (.(.‘ .4 _ : ’li .' " 3 o NHLPR 84 4 ORI e v
P v é J‘ 4 j {“%Nuild L + W4 oy ! l ok

!l-‘¢

u—rw.cwunl v

..! |
.L',.L‘
A d

.1( ¢

'COUNTY ASSEMBLY OF MURANG'A

THIRD ASSEMBLY- SECOND SESSION

e COMMITTEE ON FINANCE AND ECONOMIC PLANNING AR R
" REPORT ON THE FINANCIAL STATEMENTS FOR THE MURANG’A MUNICIPALITY
FOR THE PERIOD ENDED 30" JUNE 2023 ool

vt ine ',.___, rox o

.....

i S dang ﬂ-‘“‘r -y
. B+ ‘ .'_, _.'.

L, ol

Clerk’s Chambers,
Murang’a County Assembly Bulldlngs,
MURANG'A.

-------
.........

s ke



by

> r: -W ulu‘ > *?‘ t. f’g ‘;:.;?szwﬁ !
1“‘“"‘““‘;‘"“‘.-, X _. _I#‘# E 'I- Y:fL(r-f

.,‘ﬁ"‘*}‘dl 'Imu.t
ﬁr m W
Jplalplnty
y g
FIE

5
W}qlﬁ*ﬂdv ¥

-J“ pﬁe ui. ERARIR N 1 AN R R

" o “P" 1‘ A t'.s‘..f; {1&.‘?u“:i*mcbﬂ
,' 5 bra arnd A

') '. ‘ L3

1'|{~P-« .-’ P i fiy 4 -r.{l(q.’l.’i q‘h -|
wl ot (R '-!}'Ekﬂ-—
mmmmamm-w.mm

ot mmmu OF ThE srmmm.....m.;::....i...zg.‘;; _,
PRINCIPLES T0 BE OBSERVED BY URBAN uwonqrigsyu'. NA
0 MUNKIPAUTY EXPENDITURE RLVIEW. A

PENDING BILLS ..

7.1 Settlement of pendin; bills
SUMMMY OF FIXED ASSET REGISTER
TRANSFER FROM THE COUNTY TREASURYIEXCHEO.UER RELEASES
COMMITTEE OBSERVATIONS

- RECOMMENDATIONS

~ ADOPTION

i j j 4 A Report of Flnance and Econom!c P!annfng Committee on Flnancfa! Statements
. Munfcfpamy For FY endfng June 30”' 2023

" f‘p’ql-{if-i-'.'\-




EXECUTIVE SUMMARY

The Urban Areas and Cities Act of 2011, amended in 2019 establishes the Murang’a Municipality
as an entity of the county government, The financial year 2022/23 Murang’a Municipality 4"
Quarter Report and statement of expenditure were prepared to fulfill the requirements of
section 180, Public Finance Management Act, 2012 which provides 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 report highlights the financial management of the municipality in the Financial Year 2022-
23.County Treasury disbursed kshs 6,18 million to the municipality and had a balance brought
forward from the FY 2021-22 of Kenya Urban Support Program (UDG) grant amounting to Kshs
35 million to implement budget. From that grant, municipality settled pending bills amounting
kshs 33.7 million owed to the contractor for the construction various roads within the
municipality. During the FY 2022-23, municipality rehabilitated the Karii Dumpsite access road

under development expenditure.

To improve the financial management of the municipality; the committee recommends that the
CECM-Finance comes up with a formula of adequately resourcing the municipality and other
urban areas, financial autonomy of the Municipality by enhancing the role of the accounting
officer in the budget implementation and decentralization of the services from the parent

department.

SIENed s asaiuus i, DA sy s
Hon. John Kibaiya Ngugi

CHAIRPERSON, FINANCE AND ECONOMIC PLANNING COMMITTEE
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1.0 PREFACE

Hon. Speaker, on behalf of the Finance and Economic Planning Committee, | am pleased to

Present to this House, the committee report on the financial statements for the Murang’a

Municipality for the year ended June 30" 2023. The Financial Statements were tabled on August

1%, 2023 and stood committed to the Finance and Economic Planning Committee for

consideration. The Committee scrutinized the financial statements and sought to know how the

municipality expended public funds during the FY 2022-23 and made recommendations for

better financial management going forward.

1.1 Committee establishment and mandate

Hon. Speaker, pursuant to Standing Order 204(5), the Finance and Economic Planning Committee

is mandated among other functions to:

a) Investigate, inquire into and report on all matters relating to the mandate,
management, activities, administration, operations and estimates of the Finance
Department.

b) Study the programme and policy objectives of the Finance Department and the
effectiveness of the implementation.

¢) Study and review all county legislation relating to Finance and Economic Planning.

d) Study, assess and analyze the relative success of the Finance & Economic Planning
Department as measured by the results obtained as compared with their stated
objectives.

e) Investigate and inquire into all matters relating to the Finance Department as
measured by results obtained as compared with their stated objectives.

f) Vet and report on all appointments where the Constitution or any law requires the
Assembly to approve.

g) Make reports and recommendations to the Assembly as often as possible, including
recommendation of proposed legislation.

1.2 Committee Membership

The Committee comprises of the following Members:-
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2.0 BACKGROUND

Hon. Speaker, Murang'a Municipality s an entity of the Murang’a County Government
established by the charter under the Urban Areas and Cities Act (UACA) (2011, amended in 2019)
Ats main purpose Is the general management of Murang’a Town and its environs to ensure
quality services are provided. The municipality is run by a Board which was appointed with the

approval of the County Assembly,

Section 148 (1) PFM act provides that County Executive Committee Member for Finance shall,
except as otherwise provided by law, in writing, designate accounting officers to be responsible
for managing the finances of the county government entities as is specified in the designation.
Section 148 (2), PFM act further provides that except as otherwise stated in other legislation,
the person responsible for the administration of a county government entity, shall be the

accounting officer responsible for managing the finances of that entity.

The Municipality Manager, who Is the designated accounting officer of Board, submitted this
financial statements in accordance with Section 170 of the PFM Act, which provides that an
Accounting Officer of an urban area shall exercise the functions and powers assigned to an
accounting officer in terms of this Act; and be responsible and accountable to the county

assembly for the financial management and administration of the urban area or city.

3.0 EXAMINATION OF THE STATEMENTS

Hon. Speaker, the following challenges affected most of the county government entities in their

financial management and budget implementation during the Financial Year 2022-23.

a) Transitioning from the second county government to a of a new administration
b) Delayed disbursement of the county funds from the National Treasury
c) Withdrawal by International Development Partners for fear of election chaos

d) Low revenue collection from own sources due to economic shocks and high cost of living
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4.0 PRINCIPLES TO BE OBSERVED BY URBAN AREAS OR CITIES IN MANAGING PUBLIC
FINANCES

In-managing finances, the Accounting Officer of the Murang’a municipality shall observe

principles set out under section 174 of the PFMA, which includes

a) the actual expenditure on the personnel shall not exceed a percentage of their allocation
to be prescribed by the County Assembly;

b) on an annual basis the urban area's or city's recurrent expenditure shall not exceed its
revenue;

c) in the medium term, the recurrent expenditure may not exceed a percentage of total
revenue, which will be approved by the county assembly;

d) an urban area's or city's debts are maintained at a sustainable level; and

e) Over the medium term, the proceeds of borrowing by an urban area or city are used only

for purposes of financing development expenditure and not recurrent expenditure.

Hon. Speaker, Principles of Public Finance under Article 201 of the Constitution informed the
scrutiny. Article 201 (e) provides for financial management to be responsible and fiscal reporting
to be clear. In this regard, the committee invited the Municipality Manager on March 28" 2028

to seek clarification on the financial statements.

5.0 REVENUE PERFORMANCE

1. In FY 2022/23, the Murang'a Municipality received Kshs. 6,181,548 accounting for
receipts from the county treasury/exchequer releases under Note 1. The same is
disaggregated into Kshs. 1,709,400, Kshs. 86,888, Kshs. 2,284,560 and Kshs.2, 100,700 as

amounts received for the first, second, third and fourth quarter respectively.

6.0 MUNICIPALITY EXPENDITURE REVIEW

1. The Municipality spent Kshs. 35.63 million on development and recurrent programmes in

the reporting period, representing 14.3 per cent budget absorption for the FY 2022-23.
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' 7.1 Settlement of pending bills

_ 11. During the ' yeer, pending bills amounting to Kshs.33, 741,646 were settled by |
: ~ Municipality. This was in respect to construction and upgrading to bitumen standard of X
IcT Amica Bank Building access road, JCT road behind Magunas wholesalers and JCT
3 brewery Depot —JCT Murang'a High School Link road.

:  12.The project had two components; construction of the roads and additional storm water

- drainage works.




Table 1 . Kenya Urban Support Program (Urban Development Grant) statement of
expenditure.

Project | Proposed construction and upgrading to bitumen standard
| of JCT Amica Bank building access road , JCT road behind

| Magunas Wholesalers and JCT brewery depot access road

i - ettt

- Name of the contractor | Spinners Ventures LTD

“Local Purchase Order No | MIM/001/2021-2022
I

Description of Goods, Works | Release of all certificates No. 1,2,3 & 4

or Services .
| Contract sum ' Kshs. 35,512,994 R -
“Cumulative amount paid _'I_K:c,}]s, 33,741,646

Qutstanding amount Kshs. 33,737
Completion status 95%

13. The contractor received payment in three tranches with the completion status at 95 % for

the project.

Table 2. Payment schedules for the Project

Certificate No. Amount Paid Date of Payment
Kshs.
Interim Certificate 1 5,511,730 16" June 2022 i
Interim Certificate 2 23,407, 273 30" June 2022
Interim Certificates 3 & 4 1,686,867 5™ January 2023

14, There was additional storm water drainage works component of the project which was
paid on July 1, 2022 at a cost of Kshs 1.7 million. This came as a result of the complaint

from members of public.
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8.0 SUMMARY OF FIXED ASSET REGISTER

15, Annex 3 to the financial statements reflects a balance of Kshs. 457, 14 million in respect

of historical cost of assets as at 30" June, 2022. This comprises of Land at Kshs.127 M,

Building and structures at Kshs, 255.63 Million, Transport equipment Kshs. 49.6 Million,

Office equipment, furniture and fittings Kshs. 8.5 Million, ICT equipment at Kshs. 11.87

Million and Machinery at Kshs.4.45 Million, This asset base is what is held by the county

treasury and reported in financial statements.

9.0 TRANSFER FROM THE COUNTY TREASURY/EXCHEQUER RELEASES

FY Budgeted UDG UIG Operation Total % Budget —\
Amount (Urban Urban (County Kshs. Utilization
Kshs. Development | Institutio | Treasury
Grant) nal Grant) | Exchequer
Kshs. Kshs. Releases)
Kshs.
2018/2019 62,436,000 8,001,000 | NIL 70,437,000
2019/2020 90,000,000 44,657,794 33,200,00 | 9,606,808 87,464,602 | 97.2%
0
2020/2021 91,880,000 9,220,910 8,800,000 | 2,005,000 20,025,910 | 21.80%
2021/2022 157,036,084 25,468,484 Nil 3,200,000 28,668,484 | 18.30%
2022/2023 132,039,147 4,287,800 4,287,800 3.25%

Source; Murang’a Municipality

16. The Municipality received a total of Kshs. 70,437,000 from the Kenya Urban Support

Programme (KUSP — World Bank) during 2018/2019 Financial Year. During the Financial

year 2019/2020, the Municipality received a total of Kshs 87,464,602 inclusive of Kshs

9,606,808 from the County exchequer. Similarly, during the financial years 2020/21,

Municipality For FY ending June 30" 2023
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10.0

2021/2022 and first half of 2022/23, the Municipality received 2M, 3.2M, and 4.2M

respectively from the County Exchequer,

COMMITTEE OBSERVATIONS

During the reporting period, expenditure on employee compensation could not
established because the Municipality staff had not been mapped in the IFMIS system. This
has meant that the accounting officer’s obligations in respect of the payroll has not been
met during the reporting period because staff were linked to the payroll at the Public
Service and Administration. This hinders oversight and accountability mechanisms in
terms of rationalizing the payroll costs in running for the municipality.

Low absorption of recurrent budget as indicated by the expenditure of Kshs.5. 66 million
from the annual development budget allocation of Kshs. 168 million. This recurrent
expenditure represented a meagre 3.36 per cent of the annual recurrent budget. This has
meant that critical operational services could have ground to a halt during the reporting
period.

Section 148, PFMA provides that the CECM- Finance ensures that there is a designated
accounting officer of a county government entity. Appreciably, the CECM- Finance has
since designated an accounting officer effective July 1, 2023. The previous arrangement
where budget implementation was not under purview of the accounting officer during
the reporting period, undermined entity’s operations through micro — managing by
County Treasury and diversion of its budget.

Municipality has been receiving funds as itemized budget in the line Ministries of Land,
Environment, Public Service, Finance and Infrastructure rather than getting grants directly
to perform the decentralized services .The lack of financial autonomy led to lack funding
for budgeted public services. As well, this hampers the independence of the Board
Members and management of the Municipality to make strategic and binding decisions
on service delivery.

To defray service provision costs, section 172 of the PFM Act provides that urban areas
are expected to retain revenue from rates, fees and charges. The said provision

anticipates that urban areas and cities shall be allocated funds in proportion to the
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4. Thatthe County Attorney shall develop legal instruments that grants the municipality the
semi ~ autonomous status with well-defined functions as provided for by the charter
within two months of adoption of the report.

5. That the Office of the County secretary should ensure that the Municipality is fully

operational with distinct functions delinked from parent departments save for policy and

legislative formulation.

That, the County treasury shall allocate an additional budget to implement wide range of

services in the strategic plan as contemplated under section 175, PFM Act in the ensuing

Financial Years,
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