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1.0.0 PREFACE
Mr. Speaker Sir,

On behalf of the members of the Local Authorities and Funds Accounts Committee and
pursuant to the provisions of the Standing order No. 181(3), it is my great pleasure and
privilege to present to the House the report and recommendations thereon of the
committee on its First Report.

1.1.0 COMMITTEE MANDATE

The Local Authorities and Funds Accounts Committee was constituted in June 2009,
just after the commencement of the Third Session of the Tenth Parliament pursuant to
the provisions of the Standing Order No. 189 which states that:-

“There shall be a select committee to be designated the Local Authorities and
Funds Accounts Committee for the examination of the accounts showing the
appropriation of the sum voted by the House to meet the public expenditure in
local authorities and all other funds and of such other accounts laid before the
House as the committee may think fit”.

It is clear from this mandate that the Committee scrutinizes (on behalf of the House)
public expenditure in local authorities and devolved funds so as to ensure that the value
for the money voted by the House is realized. The Committee was formed to strengthen
parliamentary oversight in local authorities and the emerging devolved funds voted by
the House, so as to:-

e Detect, stop and prevent abuse, arbitrary, illegal or unconstitutional application of
public funds;

e Hold government to account, in respect of resources and authority exercised on
behalf of the public, specifically stop waste and abuse, improve efficiency,
effectiveness and impacts;

e Ensure government expenditure as approved by Parliament are expended and
delivered;

e Improve transparency of Government operations to enhance public trust and
confidence.

The Committee, being an investigatory Committee therefore relies on the special or
annual reports of the Controller and Auditor General.

1.2.0 COMMITTEE MEMBERS

The Committee consisted the following members:-

The Hon Thomas L. Mwadeghu, MP (Chairperson)
The Hon. Benjamin Langat, MP (Vice - Chairperson)
The Hon. Charles M. Nyamai, MP

The Hon. Peter Mwathi, MP

The Hon. Abdul Bahari, MP

The Hon. Pollyins O. Anyango, MP
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The Hon. Nemesyus Warugongo, MP
The Hon. Wilson Litole, MP

The Hon. Musa Sirma, MP

The Hon. Ferdinand Waititu, MP

The Hon. Simon Mbugua MP

However, two of the Members (Hon. Simon Mbugua, MP and Hon. Ferdinand Waititu,
MP) only attended less than five sittings in the whole period. They are therefore not part
of the production of this report.

1.3.0 COMMITTEE SITTINGS

The Committee commenced its sittings on 24" June 2009 and 62 sittings were held
during the period. The sittings comprised the following activities: -

a) Induction workshop

b) Evidence taking

c) Inspection tours

d) Stakeholder's consultative fora

1.4.0 COMMITTEE WORKLOAD

The Committee is expected to examine the accounts of the entire 175 local authorities
from 2003/2004 financial year (the period when the public audit Act took effect),
together with the accounts of other devolved funds such as Constituencies
Development Fund (CDF), Youth Enterprise Development Fund and Women
Development Fund. However, most of the accounts of the councils had not been laid
before the House and therefore were not ready to be examined to date. Similarly, the
accounts of Youth Enterprise Development Fund and Women Development Fund are
yet to be ready. The delay and/the non-availability of the accounts is likely to affect the
performance of the Committee, owing to the likelihood of creating back log vis-a-vis the
challenge of handling current matters of national interest.

1.5.0 EVIDENCE TAKEN DURING THE PERIOD

1.5.1 Evidence from the Urban Development Department (UDD) of the Ministry of
Local Government

The Committee held extensive deliberations and took comprehensive evidence from the
Urban Development Department of the Ministry of Local Government responsible for
multiple huge and questionauie projects done across the country. The Committee
identified the projects during its inspection tours

1.5.2 Evidence from CDF

The Committee also examined the Accounts of CDF for 2006/2007 and 2007/2008
financial years.

1.5.3 Evidence from councils

During the sittings of the Committee, the Chief Officers of the major councils i.e. from
City Council of Nairobi, Mombasa Municipal Council, Kisumu Municipal Council, Nakuru

/
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Municipal Council, Thika Municipal Council, Eldoret Municipal Council and Narok
County Council appeared to give evidence.

The Committee was only able to examine (to conclusion) the Accounts of Nakuru
Municipal Council for 2004/2005 and 2005/2006 financial years.

The Chief Officers who appeared before the Committee did not adequately respond to
financial and management queries raised either by the Committee or in the Controller
and Auditor General'’s report.

Since this was the first time for the accounts of Local Authorities to be examined, the
Committee noted with concern the following issues (among others): -
a) Lack of certified accounts for several councils;

b) Production of accounts without books of accounts;
c) Presentation of unsigned accounts to the Controller and Auditor General;
d) The quality of responses to audit queries were wanting;

e) Chief Officers brought responses to management letters instead of responses to
certified annual accounts;

f)  The level of unpreparedness of Chief Officers: Chief Officers appeared unaware of
the expectations from the Committee and how to respond to queries.

1.5.4 All the witnesses were subjected to thorough interrogation by Members of
the Committee who analyzed both oral and written submissions critically. Only in
a few cases, witnesses gave the required information.

1.6.0 INSPECTION TOURS/STAKEHOLDER EDUCATION

In view of the above issues noted when taking evidence from councils, the Committee
during its sitting held on 11th August 2009, resolved:

a) to suspend the taking of evidence from the councils until a consultative
stakeholders’ forum/workshop (between the Committee, the Kenya National Audit
Office, the Inspectorate of Local Authorities and all the Chief Officers of Councils)
was undertaken in regiors, in crder to address the issues noted during evidence
and chart the way forward;

b) to undertake Public hearings in order to get public views on performance of
councils; and

c) to undertake spot check inspection tours on both queried and on-going projects.

The Committee held stakeholders consultative workshops/seminars in the following
venues across the country:

« City Hall for the Nairobi region;

e Mombasa Municipal Hall for the Coast region;

 Nyeri Municipal Hall for the Central region;

o Embu Municipal Council Social Hall for the Eastern region;

#
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« Garissa Municipal Hall for the North Eastern region;

« Eldoret Municipal Hall for the North Rift and Western regions;
e Nakuru Municipal Hall for the South Rift region; and

e Kisumu Municipal Hall for the Nyanza region.

The meetings were attended by the Committee Members, the Chief Officers of the local
authorities within the region (i.e. the Town Clerks and the Treasurers), officers from the
Ministry of Local Government and officers from the Kenya National Audit Office. The
purpose of the seminars/workshops was to sensitize the Chief Officers on the mandate,
operations and expectations of the Committee in the financial management of local
authorities. It was also an opportunity for stakeholders to interact and share
experiences, challenges and chart the way forward in future engagements.

While in the mentioned regions, the Committee undertook spot check inspections on the
following projects: -

® Maungu bus park in Taita Taveta County Council.

® Mabomani School, Bondeni Pre-School and Voi slaughter house in Voi Municipal
Council.

Ahero market and bus park in Ahero Town Council.

Nyamira bus park in Nyamira in Nyamira Town Council.

Siaya County Council.

Chavakali Market in Vihiga Municipal Council.

Kakamega Municipal Council.

Cemetery Land in Mavoko purchased by the City Council of Nairobi.

Embu bus park in Embu Municipal Council.

Garissa bus park and Garissa livestock holding ground in Garissa Municipal
Council.

Social Hall by Nyeri County Council.

Shamata Lightning arrestors project in Kimetha Primary School and Baari
Dispensary project (both in Ndaragwa Constituency)

The observations of the Committee on the projects visited are contained under the
specific projects highlighted elsewhere in this report.

1.7.0 SUMMARY OF GENERAL RECOMMENDATIONS
1.7.1 Non-availability of documents for audit verification

The Committee observed that over the years, several Chief Officers continued to
perpetuate the culture of not availing documents to the Controller and Auditor General
for verification at the time of audit. The Committee noted that such failure to produce
documents could lead to concealment of possible fraud. The habit amounts to breach of
the government financial regulations & procedures and the law.

The Committee strongly recommends that in future, the local authorities’ Chief
Officers who fail to avail documents for audit verification at the time of audit
without good cause should be barred from holding public office conferred by the
Republic of Kenya.

m
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1.7.2 The Urban Development Department (UDD) of the Ministry of Local
Government

During its inspection tours, the Committee noted that most of the stalled projects (which
involved huge public funds) were conceived, designed, contracts awarded, supervised,
and payments made by the UDD. In most cases the projects were undertaken without
the involvement of not only the locals and the relevant councils but also the Inspectorate
of Local Authorities Department. The projects done include markets, bus parks, access
roads, livestock holding grounds, town halls, among others.

As illustrated in the projects on pages 24-32 and 46-50, there are a number of issues
that the Committee noted in all the projects undertaken by UDD. These include (among
others) poor supervision of projects yet the UDD was supposed to supplement the
capacity of local authorities throughout the country, and lack of involvement of both the
councils and the department of Inspectorate of Local Authorities.

More questions than answers characterized most of the projects done by UDD. It was
appalling to note: -

« Whether the projects were conceived with good intentions;
« Whether the projects were done with any intention to complete;

« Whether the officers involved in implementation were not driven by selfish
interests so as to fleece the projects funds;

« Whether proper supervision was deliberately left out in order to allow the
contractors to perpetuate the culture of poor workmanship;

e Why the projects portray similar characteristics country wide despite being
supervised by different officers; and many more questions.

The Committee observed that since inception, UDD has not achieved the results it was
established for, but can only be noted that it has been a Department of siphoning public
funds. The Committee also noted that since the good intention and focus of
establishing the UDD was to manage urban development arising from rural-urban
migration, it should not be lost.

The Committee therefore recommends that UDD should be restructured into a
Department of Local Authorities Support Services (DLASS) in the Ministry of
Local Government. The proposed restructured UDD will undertake projects in
conjunction with the respective local authorities and with the involvement of the
residents. In the proposed reforms, all projects should belong to and be
implemented by respective local authorities, which will carry out the day to day
management of the development activities, only with technical support from the
Department. In the new structure, the reformed UDD should be transformed to
facilitate the implementation of development projects, whether the resources
come from devolved funds or through the efforts of the Ministry. In other words,
local authorities will be supported by the restructured UDD to implement all the

.
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projects and programmes, with clearly spelt out separation of roles amongst the
key actors as well as checks and balances.

The Committee also recommends that UDD and the projects it has undertaken in
the past should be investigated by the Kenya Anti-Corruption Commission
(KACC), with a view to prosecuting the officers involved in mismanagement and
misappropriation of public funds.

1.7.3 Lack of accounts

Over the years, the Ministry of Local Government has not been effectively carrying out
supervisory authority and inspections under sections 227 - 236 of the Local
Government Act, Cap 265. The consequences are: -

e Local Authorities have not kept proper books of accounts since inception. Therefore
there were no books of prime entry i.e. cash books, expenditure, revenue, bank
balances, creditors and debtors, meaning that there were no trial balances and
therefore no audited accounts.

e Thus, for over twenty years the councils did not keep proper books of accounts and
therefore the law seems to have been set aside.

The above situation contributed to production of abstracts of accounts which could not
be supported. The abstracts could therefore not be certified by the Controiler and
Auditor General.

Out of the 175 local authorities, very few have their accounts tabled in Parliament to
date. In fact most of those accounts tabled relate to the financial years prior to
2003/2004, and are mainly from the small councils. The major councils have been the
main culprits that have continued to fail to prepare and submit accounts. For example,
the City Council of Nairobi has never produced its accounts for audit verification since
2001. Kisumu Municipal Council and Mombasa Municipal Council also have several
years of outstanding accounts, despite handling massive resources. This is an
indication that financial management and accountability in the councils is wanting.

The Committee recommends that the outstanding accounts should be availed to
the Controller and Auditor General by 31! December 2010, failure to which the
councils concerned should be denied Local Authorities Transfer Fund (LATF)
disbursements. The Committee also recommends that the LATF Act should be
amended to ensure that councils only receive further disbursements upon
production of certified audited accounts.

1.7.4 Cémpetence of Staff

The level of incompetence reflected irn the councils is portrayed by the level of
mismanagement and inefficiencies observed across the country. The Committee noted
with concern that over the years, the absence of the accounts could be as a result of
unqualified staff. The Committee also noted that most of the staff of local authorities
(including Chief Officers) are incompetent and do not have the necessary credentials for
holding those offices. The Committee recommends that the appointing authority
should appoint qualified officers without further delay.
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1.7.5 Frequent Transfers

The Committee abhorred the manner in which the Chief Officers of local authorities
were frequently and habitually transferred. Such frequent and arbitrary transfers
negatively impacted on the smooth operations and performance of the councils. The
Committee also deplored the failure to implement policy guidelines of the Ministry on
this matter and recommends that the Ministry of Local Government should ensure
implementation of the policy guidelines on transfers, failure to which the officers
responsible for overseeing the implementation should be disciplined.

1.7.6 Accounting Firms contracted by various councils

The Committee abhorred the manner in which councils contract accounting firms who
prepare accounts without books of prime entry. The accounting firms then leave the
council with accounts that are meaningless and are not based on anything despite
receiving full payments.

The private accounting firms fail to reciprocate value for the money they are paid. In the
presence of these glaring anomalies, the Committee could not rule out possibility of
collusion between the Chief Officers and the contracted accounting firms. The
Committee could not also rule out professional negligence and unethical standards
displayed by the accounting firms.

The Committee strongly recommends that the firms involved should be
investigated by the Kenya Anti-Corruption Commission and the Institute of
Certified Public Accountants of Kenya (ICPAK), with a view to prosecuting
culpable culprits, barring the firms from practicing and precluding them from
future award of government contracts.

1.7.7 The supervisory role of the Ministry of Local Government

The Committee noted that the projects undertaken directly by the Ministry of Local
Government were supervised by the UDD and ignored the input of the department of
Local Authorities inspectorate in the Ministry. The Committee abhorred the manner in
which the UDD department allowed resident engineers of projects to also serve at the
same time as the project managers of those projects, responsibilities that should have
been undertaken by two different officers. It was noted that the engineer was the
supervisor and at the same time managing the project, while the officer from the
department of Local Authorities inspectorate was not involved at all. Clearly, the
supervisory role of the ministry appeared disjointed and the Committee’s concern was
whether it was a deliberate move by the Ministry to put in piace improper systems. It
could only be interpreted that the disjointed supervisory role was deliberately designed
to affect projects implementation and act as conduit for siphoning funds.

The Committee recommends that the Deputy Prime Minister and Minister for
Local Government should ensure that proper systems of supervision are put in
place without further delay.

R e
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1.8.8 Action on the officers mentioned

In view of the above observations noted, the Committee recommends that the
Government should take disciplinary action against the officers established to be
responsible for the mess, together with those specifically mentioned in this
report. Upon establishing, the officers should face demotion, suspension,
dismissal or prosecution.

1.9.0 ADOPTION

Mr. Speaker Sir, all the recommendations contained in this report were arrived at by
consensus and after exhaustive and constructive deliberations, taking due regard to
ensure that there is adequate machinery within the Public Service to implement these
recommendations. The Committee urges the House to adopt the recommendations.

2.0.0 APPRECIATION

Mr. Speaker Sir, allow me to thank the Members of the Committee for their efforts,
commitment and exemplary performance in ensuring the successful production of this
report.

Finally Mr. Speaker Sir, the Committee further wishes to thank you and the Clerk of the
National Assembly for facilitating its work. The Committee also wishes to record its
appreciation for the exemplary services rendered by the officers from the Kenya
National Audit Office and the Office of the Clerk of the National Assembly. Indeed, their
cooperation and commitment to duty has made the work of the Committee and
production of this report possible.

HON. THOMAS L. MWADEGHU, MP

SIGNED

DATE  ..1=2..9.<] e O O

- " ______
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THE REPORT OF THE COMMITTEE ON THE ACTIVITIES UNDERTAKEN DURING

THE PERIOD

2.1.0 INDUCTION WORKSHOP

The Induction Workshop was undertaken on 23rd — 26th July 2008. The workshop was

necessitated by the following factors: -

i. Since the Committee was new, with a new mandate, an induction workshop was
essential to enable Members of the Committee to obtain an in-depth understanding of
the operations and challenges faced by local authorities;

ii. The need to familiarize with the relevant laws e.g. the Local Government Act (Cap.
265), the CDF Act, the LATF Act, the Public Audit Act, Financial Management Act,
Public Procurement and Disposal Act, among others;

ii. Sharing views and discussions with stakeholder institutions such as Institute of
Certified Public Accountants (ICPAK), Association of Local Government Authorities of
Kenya (ALGAK), Institute of Economic Affairs (IEA), Clerks of councils, among others;
the institutions have done research and analysis on: Local Government systems and
challenges in Kenya, Financial management and reporting in local authorities and local
authorities reform programmes.

The induction workshop identified the issues highlighted below: -
2.1.1 The Need for Local Authorities

The local authorities were established pursuant to the Local Government Act (Cap. 265
Laws of Kenya). There are currently 175 local authorities i.e. one city council, 45 municipal
councils, 67 county councils and 62 town councils.

The Local Government system in Kenya comprises two major components: - the Ministry of
Local Government which is the central regulatory organ, and local authorities which are
separate legal entities classified as county, town, municipal and city councils.

Local Government is such an important concept to local community that local residents
should know what it entails and find ways of taking part in its activities. The main function of
Local Government is to improve the lives of citizens through the provision of basic socio-
economic and other services. Local Government activities affect and influence the lives and
livelihoods of all residents. Their importance can therefore not be over emphasized.

The local authorities serve to provide the following basic important services to the citizens:-

(i) Provision of health facilities

(i) Burial of destitute persons

(i)  Environmental conservation

(iv)  Provision and maintenance of roads

(V) Provision of street lighting

(vi)  Provision of parks and recreational facilities

(viiy Economic development i.e. provision of housing, markets, licensing, bus parks,
public transport, etc

o — e ]
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(x)
(xi)

Development control i.e. approval of building plans, approval of land subdivision,
approval of change of user, etc

Provision of water and sewerage services

Conservancy services

Fire fighting etc

It is therefore clear that local authorities, when efficiently run with good financial
management can play a critical role in service delivery.

2.1.2

)

vi)

vii)

viii)

Local Authorities’ Finances

Internal Sources: Single business permits, property rates/rent, fees and charges,
markets, slaughterhouses, house rents, bus park, parking fees, etc.

Government grants: Local Authority Transfer Funds (LATF), Roads Maintenance
Levy Fund (RMLF), Contribution in Lieu of Rates (CILOR).

Other sources: Public private partnership, donor funds, NGOs, etc.
Challenges faced by Local Authorities

Due to financial problems carried over for many years, local authorities have
accumulated huge debts.

Some of the local authorities are unable to meet their monthly obligations, further
accumulating debts.

Inadequate professionalism in local authorities; due to the financial problems that
local authorities have incurred over a long period of time, they are unable to attract
professionals in various disciplines.

Political interference: decision making in local authorities is highly influenced by
councillors.

Indiscipline among staff: since the Public Service Commission has delegated the
powers to employ staff in salary scale 10 — 20 to local authorities, councillors have
gotten an opportunity to employ their relatives, making it difficult to discipline them.
Due to constant revenue shortfalls, salaries are not paid in time. Consequently,
some of the staff resort to corrupt activities to sustain themselves.

Election of Mayors/Chairmen: Mayors and Chairmen do not concentrate on their
work as they constantly strategize on how to retain their seats. The term before re-
election is very short.

Fragmentation of local authorities: some of the local authorities are not economically
viable.

2.1.4 Financial management and reporting in Local Authorities

Over the years, the Ministry of Local Government has not been effectively carrying out

supervisory authority and inspections under sections 227 — 236 of the Local Government

Act, Cap 265. The consequences are: -

i) Local Authorities did not keep proper books of accounts in the 1980s and 1990s.
Therefore there were no books of prime entry i.e. cash books, expenditure, revenue,

Lo — . . . ... __ ]
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tank balances, creditors and debtors, meaning that there were no trial balances and
therefore no audited accounts.

i) Thus for twenty years the councils did not keep proper books of accounts and therefore
the law seems {o have been set aside.

The above situation contributed to production of abstracts of accounts which could not be
supported. The abstracts could not therefore be certified by the Controller and Auditor
General.

i) Local authorities also failed to submit the accounts for audit verification.

iy Failure to adhere to LATF conditions: local authorities produced fake accounts that were
purportedly used to fulfili LATF conditions, thereby irregularly receiving LATF
disbursements.

The Ministry is currently implementing the Local Authority Integrated Financial Operations
Management Systems (LAIFOMS) in collaboration with the European Union in the Local
Authorities. The objective of the program is to assist local authorities to update their
primary books of accounts so that they can produce abstracts of accounts that are
supported.

e ]
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2.2.1 THE DEPUTY PRIME MINISTER AND MINISTER FOR LOCAL GOVERNMENT

The Commiitee took evidence from the Deputy Prime Minister and Minister for Local
Governiment Hon. Wycliffe Musalia Mudavadi, EGH, MP on 24" August 2009, 31 August
2010 and 7" September 2010. He elaborated on the financial management and
governance in local authorities. He highlighted the following issues: -

i)

Establishment of local authorities

A number of local authorities were established as a result of political initiation or even
expediency. over the years, the process that ought to have been followed in creating
local authorities, that is, to establish the capacity in a given region and the ability of that
region to have an independent local authority, had not been taken into account properly.
Looking at their financial positions, only about 40 of these institutions in the country
have the capacity to manage themselves a little more decently than others. Otherwise,
many of them are surviving just on a lifeline and very thin budgets. They rely heavily on
Government intervention either in the form of contribution in lieu of rates or in the form
of LATF.

Inability to provide accounts

For several years, local authorities have never been audited directly by the Controller
and Auditor-General. Lack of capacity in these local institutions greatly contributed to
the problem. As a result of their financial difficulties, they had difficulties in hiring and
retaining competent staff. It therefore implies that for a long time, nobody was taking the
issue of local government financial systems or management seriously.

iii) Recruitment and Competence of staff

Reliance on the Public Service Commission is one of the biggest problems, in that once
an officer has been recruited by the Commission and is posted to a local authority, he is
forgotten. The prospects of even rising within the schemes of service are dashed. There
are officers who have acted for as long as eight to ten years because there is no proper
scrutiny of the scheme of service within the local authority. This is a very serious
problem in the local authorities which has a very serious impact in retaining good
personnel. As earlier stated, the financial capacity of these institutions to pay
commensurate salaries for the skills that they hire is not there. Officers therefore serve
for a very short time before looking for gr= 2ner pastures, as the local authorities cannot
afford better pay for the skills they offer. This has depleted the capacity of local
authorities in the delivery of services.

iv) Political interference

There has been a lot of political interference in the management of local authorities.
Local authorities are political institutions and there has been a lot of politics both from
the councillors and Members of Parliament. The number of requests or letters to
eliminate officers is a very serious matter in the Ministry. At the grassroots, the
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councillors want to wield influence. The local Members of Parliament would also like to
impose their authority on the respective local authorities in a given area. There have
been many politicians who say “remove this-and/or-that officer.” This has interfered with
the management of local authorities These concerns are overwhelming and detrimental
to the management of local authorities.

v} Utilization of LATF funds by local authorities

The LATF has been used effectively in some local authorities. In others there has been
mismanagement, misuse or poor planning. However, the disparity between the amounts
distributed to the local authorities impacts on the utilization of the funds. Even with all
the goodwill, if one local authority gets Kshs5 million and another gets Kshs2 billion,
bearing in mind that they have to deal with a number of programmes, and their local
revenue collection cannot sustain their staff, naturally, when they get the LATF money
there is always the temptation from these local authorities to quickly take that money
and use it to pay salaries. Out of sheer desperation, some local authorities have used
that money to pay salaries when that was never the sole intention of the LATF. At some
stage it may be necessary to seriously consider rationalization of the local authorities.

Despite all these, LATF is still an important revenue sharing mechanism between the
Central Government and local authorities.

vi) Kenya Local Government Reform Programme

In addressing the above challenges, the Ministry introduced the Kenya Local
Government Reform Programme. Under this programme, the Ministry is putting a lot of
emphasis in improving the financial management of local authorities. The programme
has been running for sometime and it is funded by the Kenyan Government, in
conjunction with the European Union. Many manuals, guidelines, training and capacity
building have now been ongoing in local authorities in order to try and speed up their
financial management process.

viijAmendment of the Local Government Act, Cap. 265

The draft bill has been lying on the table of the Minister for Local Government for a long
time. However, the draft bill was forwarded to the Cabinet for consideration. The draft
bill is proposing some fairly radical changes that will assist in better management and
governance of local authorities.

The Committee, while appreciating thc effort inade by the Minister in addressing the
challenges and by forwarding the draft bill, notes that some sections of the Local
Government Act, Cap. 265 are outdated and recommends that the Minister should
. ensure that the local authorities operate in accordance with the new Constitution.

2.2.2.0 NAIROBI CITY COUNCIL

The Committee scheduled a meeting with the Chief Officer, City Council of Nairobi for 27"
July 2009. However, despite receiving notification in time, the Town Clerk/Chief Officer
ignored the meeting and instead sent his deputy to represent him. On Friday 30" October

M
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2009, the Commitice also visited the Council aiter notifying the Town Clerk bt ne st
opled to be away irom office on that day, snubbing the Committee. Neveriheless, the
Commitiee went ahead to meet with the Mayor and other staff, including the Deputy Town
Clerk.

On the same date, the Committee’s effort to visit the unsuitable land for a cemetery in
Mavoko/Athi River purchased by the City Council were futile because no officer from the
Council was willing to accompany the Committee. The Controller and Auditor General has
since presented a special audit report on the purchase of the land.

The Committee noted with concern the lack of serious regard of the Committee by the
Chief Officer and took great exception to his habitual absence whenever the Committee
scheduled meetings with him.
2.2.2.1 Report by the Controller and Auditor General
According to the Controller and Auditor General, the City Council of Nairobi has been a
haven of weak financial management and reporting over the years. For example, since 30™
June 2001, the Council has not prepared accounts to date. It was noted to exhibit the
following characteristics (among many others): -
1) Non — submission of accounts in regard to LATF receipts
When accounts of public funds such as LATF are not submitted for audit, it is an
indication that the accounts are either not prepared at all or are poorly prepared. Lack of
accounts is also an indication of possible misappropriation of funds.

i) Difficulties & delays in providing information/records for audit

Delay or difficulty in availing documents or absence of documents could imply possibility
of concealing possible fraud or misappropriation.

i) Delay in submission of accounts and accounts with suspense figures
Suspense figures or figures not defined could also be a possibility of concealing wrongly
applied appropriations. The presence of many of such figures or huge amounts
indicated should be a cause for alarm.

iv) Submission of unsigned accounts leading to delays in completion of audits

When accounts are not signed by the authorized officers, it is not only a sign of lack of
authenticity of the documents but also lack of ownership and responsibility.

\}) Lack of fixed assets register
A fixed assets register helps to identify the assets of the council. The absence of such

an important document is an indication that the council may not be able to account for
all its assets, including motor vehicles, land, machinery, among others. The assets are

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

6



iherefore susceptible to theft and any cther form of loss without the knowledge or record
of ithe council.

v1) Obvious inaccuracies in the accounts submitted

The accounts so far submitted by the council contain obvious inaccuracies, implying
sheer negligence, incompetence or inefficiency in the part of the officers preparing or
supervising the work.

The Committee recommends that in future, any Chief Officer who disregards the
Committee shall not only be disciplined but also barred from holding such office.

The Committee also recommends that owing to the serious anomalies noted in the
council, there is urgent need to strengthen systems of financial management and
reporting by the Town Clerk, failure to which he should be disciplined.

The Committee further recommends that in future, if the Chief Officers fail to avail
documents for audit verification at the time of audit without good cause, they should
be barred from holding public office conferred by the Republic of Kenya.

2.2.3.0 NAKURU MUNICIPAL COUNCIL: 2004/2005 AND 2005/2006 ACCOUNTS

The Committee took evidence from the council on 31 July 2009. During the evidence, the
following audit queries were examined: -

2.2.3.1.0 Audit Query

a) Non-submission, opening balances, format and accuracy of the accounts

) The council had not submitted audited accounts for 15 years from 1988/1989 to
2001/2002 and 2003/2004 as required by Section 229 of the Local Government Act,
Cap.265. The council, therefore, continues to be in breach of the law.

i) In the absence of audited accounts for 15 years from 1988/89 to 2001/02 and
2003/2004, the origin and accuracy of the opening balance for 2004/05 as at 1% July,
2004 could not be confirmed. The 2004/2005 abstract of accounts were prepared using
the simplified accounting system, a format which had not been approved and gazetted
by the Minister for Local Government as required by Section 229(2) of the Act. The
council was, therefore, in breach of the law.

i) The accounts of 2004/2005 did not balance by an unexplained amount of
Kshs281,856,376. Included in the balance sheet are creditors’ figures of
Kshs529,098,296.40. Further, the accounts did not include a cash flow statement. The
general ledger fund, the LATF balance sheets and the approved estimates were also
not present. The Consolidated revenue accounts for the year ended 30™ June, 2005
reflect a surplus of Kshs10,676,000 while individual departmental revenue accounts
surpluses totaled Kshs. 8,272,770. The difference of Kshs. 2,403,230 has not been
explained. In view of the above issues, the accuracy of the accounts of the 2004/2005
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cmancial Year and vor all the subseguent years including 2005/2006 could not be
confirmed.

2.2.3.1.1 Response

1) The Committee heard evidence given by the Chief Officer that the accounts were
prepared by a contracted accountant. The council and the firm have since made efforts
to address the shortfalls of the accounting system applied to be within the approved
standards by the Ministry. All errors and anomalies for this particular period have since
been corrected and the queries raised have been addressed accordingly.

iy Currently, the Ministry of Local Government has addressed the issue of format by
introducing a statutory financial reporting time limit which came into force in July, 2008,
and the council has complied with the new requirement by preparing 2007/2008
abstract of accounts based on the new approved system.

The Committee noted with concern that over the years, the absence of the accounts
could be as a result of unqualified staff. The Committee abhorred the manner in
which councils contract accounting firms that prepare accounts without books of
prime entry. The accounting firms then leave the councils with accounts that are
meaningless and are not based on anything despite receiving full payments. The
Chief Officers then accept those accounts and sometimes they do not sign them. In
addition, they pay for these services even in advance.

The Committee further deplored the lack of seriousness by the Council to employ
even casuals to deal with the accounts, but are only eager to contract and pay for
the services to private accountants, who fail to reciprocate value for the money they
are paid. In the presence of these glaring anomalies, the Committee could not rule
out possibility of collusion between the Chief Officers and the contracted accounting
firms. The Committee noted with grave concern the failure by the Council to respond
to audit queries or produce documents at the time of audit.

The Committee recommends that the Chief Officer should not only ensure that
documents are availed at the time of audit but also respond promptly to all audit
queries. The Committee also recommends that municipalities such as Nakuru, with
capacity to hire professional staff, should be barred from using the services of
private consultants for accounting purposes. The accountants should also ensure
that no accounts are produced unless correct balances are obtained.

The Committee further recommends that the firms and the officers involved should
be investigated by the Kenya Anti-Corruption Commission and the Institute of
Certified Public Accountants of Kenya (ICPAK), with a view to prosecuting culpable
culprits, barring the firms from practicing and precluding them from future award of
government contracts.

b) Fixed Assets

2.2.3.1.2 Audit Query

i) The Fixed Assets balances increased by Kshs2,054,339,517 as at 30" of June 2003 to
Kshs2,082,747,512 as at 30" June 2004. However, the Council did not maintain a fixed
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sset register. It did not keep a Capital Ledger. !ts asset movement schedule was not
hown. Ownership documents for iand and some mctor vehicles were not made
avallable for audit review. The Fixed Asset balance did not include value of piant and
motor vehicles of Kshs5.9 million purchased through LATF and Local Authority Road
Maintenance Levy Fund. The Fixed Asset balances erroneously included an amount of
Kshs88,388,842.00 in respect of other long-term capital outlets being expenditure
incurred on rehabilitation of public roads which fall under the jurisdiction of the Central
Government. Furthermore, although the assets of the Council Water Fund Department
were taken by Nakuru Water and Sewerage Company (NAWASCO), which was created
in 2004 as a wholly owned company of the Council, no lease agreement between the
Council and the water company was produced for audit review.

a
S
S

i) Further, no disclosure was made in the accounts on such takeover. Additionally, revenue
accruing to the Council from the Company could not be ascertained. In view of the
forgoing, it was not possible to confirm the existence, security, location, ownership and
accuracy of the fixed assets figure of Kshs2, 082,747,512 reflected in the Balance Sheet
as at 30" June 2005.The figures increased by Kshs11.36 million to Kshs2, 294,109,051
as at June 2006.

2.2.3.1.3 Response

The Committee heard evidence given by the Chief Officer that the fixed assets
register, movement schedules and capital ledgers are being updated to comply with
circular NO. 5/2007 from the Ministry of Local Government which requires updating
of registers and valuing of the assets at Market Value as at June 2008. The Council is
in the process of acquiring Title Deeds for lands in all the council institutions and
public land owned by the Council. The necessary provisions have been made in the
council’s budget. The Ndungu Report on Land had slowed the process. The council
will engage the services of Automobile Valuers to value the Council’s vehicles. The
vehicles and plants purchased through LARM were done but treated as post balance
sheet effect. Further all purchases were factored and fully approved in the budget.
The Capital outlay in question, was expensed on roads under the municipal not on
central government roads.

The Committee noted with concern that the matter had remained outstanding for a
very long time and recommends that the Chief Officer should resolve it without
further delay, failure to which he should be disciplined.

c) Debtors
2.2.3.1.4 Audit Query

i) The debtors’ balances increased from Kshs196,530,301 as at June, 2003 to
Kshs546,863,726 as at June, 2005. However, the working schedules provided for audit
had a balance of Kshs564, 661,216 resulting to unexplained amount of Kshs17,

797,490.
i) Further, the council did not maintain proper records including debtors ledger accounts
or debtors control ledger, register for property rents and rates, contribution in flieu of

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

9



i)

Vi)

»

rates, a single business permit, urban producis, road chaoes, cinount owned by the
Government of Kenya and other statutory institutions.

The staff advances register was also poorly mamntained. Most of the siaff who had taken
advance salaries were omitted irom the supporling schedules. No imprest register was
made available for audit review However, an audit inspection carned out in June 2005
indicated that imprests of Kshs4.9 million were owned by staff and councillors as of that
date.

The council did not produce evidence of how these imprests were cleared from the
records but they were excluded from the debtors’ schedules as at 30" June, 2005.
Furthermore, no provision for bad debt was made in the accounts. In view of the above
issues, the accuracy and the irrecoverability of the debtors’ advances and imprest
amounts as at 30" June, 2005 could not be confirmed.

Consolidated balance sheet Debtors decreased by Kshs171,356,606 from
Kshs546,863,726 as at 30" June, 2005 to Kshs375,507,120 as at 30" June, 2006.
Available information indicated that general debtors, advances to staff and outstanding
imprests to staff amounting to Kshs5, 055,063, Kshs6, 015,132.95 and Kshs5, 562,248
respectively were excluded from the accounts as of 30™ June, 2006. In addition, no
provision for bad and outstanding debts was made available in the accounts.

Under the circumstances, the accuracy and recoverability of the debtors’ amounts
reflected in the balance sheet as of 30" June, 2006 could not be confirmed.

2.2.3.1.5 Response

)

i)

The Committee heard evidence given by the Chief Officer that although the debtors’
control ledgers were not maintained by the Council for quite some time, the balance of
Kshs564, 853,726 can be supported by schedules available in the Council. Currently,
the debtors’ control ledgers are fully computerized for efficiency and effectiveness.

The same applies to the Financial Year 2005/2006 where the Council is computerizing
its operations under the Local Government Reform Programme. Hence both payments
and receipting will be captured when the exercise has been completed. It is expected to
maintain a general ledger among other reports on which accurate and reliable
information will be obtained.

Furthermore, the manual ledgers and registers have been initiated. Some of the council
debtors are internal such as staff arrears, advances, invoices and unpaid salaries. The
council has improved on maintenance of records such as ledgers and registers. All
these schedules are available for verification.

On outstanding imprests, the imprests register shows some amount of unsurrendered
imprests on 30™ June, 2005. However, the management has taken up the issue. Letters
have been written to the concerned members of staff asking them to surrender all the
supporting documents to that effect. Imprest =gisters have been updated. They are
currently up to date and all the rules governing them are currently in force.

The Committee noted that since the National Housing Corporation took over the
collection of rent from the Council, the corporation failed to offset the collections
with the loan outstanding. The Committee was also concerned that the Council
allowed tenants to occupy houses without payment of rent for a long time, resuiting
in huge debts uncollected, implying possible negligence, incompetence or collusion
by the officers concerned.

. . - .~ - . - - -}
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The Committee abhorred the manner in which the Chief Officer failed to recover
funds from the imprest holders forty eight hours after conclusion of business for
which the imprest was taken as required by law.

The Committee, while noting the action taken by the Chief Officer, recommends that
the full amounts of the imprests outstanding are recovered without further delay.

The Committee further recommends that the Permanent Secretary, Ministry of Local
Government should ensure that Chief Officers abide by financial regulations and
recover imprest within 48 hours after return to duty station. In the event of the holder
failing to account for or surrender the imprest, the Chief Officer must recover the
amount in full from the salary of the defaulting officer within 30 days, failure to which
the outstanding amount should be recovered from the Chief Officer. The Committee
also recommends that the Chief Officer should always ensure that accounting
records for the Council are properly maintained and updated, fialure to which he
should be personally held responsible.

d) Deferred Charges and Income

2.2.3.1.6 Audit Query

Included in the balance sheet current assets are balances referred to as deferred charges
and deferred income of Kshs409,680 and Kshs251,695,875 respectively, totalling
Kshs252,105,559. However, these amounts remained in the books of the 2002/2003
Financial Year. Further, there were no notes, analysis or explanations to show what they
represented.

In the circumstances, the existence of the deferred charges and income could not be
confirmed.

2.2.3.1.7 Response

The Committee heard evidence given by the Chief Officer that the matter had been
dealt with in (a) above.

e) Cash, Bank and Overdraft Balances

2.2.3.1.8 Audit Query

i) The net cash in bank and overdraft balancc s increased from Kshs25,969,094 as at 30"
June 2003 to Kshs67,664,115 as at 30" of June 2005. However, no Board of survey
report confirmed the cash in hand amount of Kshs1,894,947 and unanalyzed amount of
Kshs62,406, as the main cash book, the monthly bank reconciliation statement and the
bank balance confirmation certificates were not made available for audit review. Authority
to operate bank overdrafts whose balance was Kshs8,122,875 in 2003 and
Kshs27,883,794 as at June 2004 was also not made available for audit review. Under
the circumstances, it was not possible to ascertain the accuracy and the legality of the
cash in bank and overdraft balances as at 30" of June 2005.

w
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i) The net cash in bank overdraft balances decreased from Kshs75,886,990 as at June 30™
2004, {o Kshs 46,660,521 as al 30" of June 2005. However, the board of survey io
reconfirm cash in hand balance of Kshs1,458,886 was not done. Bank balance
confirmation cerificates were not made available and monihly bank statements for each
bank account were not made available. Further, fixed deposits and an overdratt of Kshsd
million and Ksh7,083,327 held in a finance building society and a commercial bank were
not disclosed in the accounts. The authority to operate three bank overdrafts totalling
Kshs14,676,549 was also not made available. Under the circumstances, the accuracy of
the cash in bank and the overdraft balances held by the Council as at 30" of June 2005
could not be confirmed.

2.2.3.1.9 Response

The Committee heard evidence given by the Chief Officer that the Council maintained cash
books for every bank account and that updating on the same is being done on a daily
basis. The Board of survey which was not in place in 2004/2005 was constituted in the
latter year. Regular stock taking and cash counts are done on yearly basis by the audit
team that I1s selected. The issue of un-credited and un-presented cheques which were not
factored in, hence the differences in the reconciliation, has now been addressed forthwith.
The certificates of balances for cash are now available. The Council actually got them from
the banks for verification. The overdraft facility was omitted due to non-consolidation of the
iransaction in the code amounts which was due to the time deadline given. On bank
overdraft, authority by the Ministry through Ministerial Letter No0.39903111269 dated 2"
October, 2003, was inadvertently not availed for audit (but has since been availed) and is
regretted.

The Committee noted with concern the inordinate delay in availing documents to
auditors and recommends that in future, officers who fail to avail documents at the
time of audit should be disciplined. Officers who prepare accounts with obvious
inaccuracies should be disciplined.

f) Stock
2.2.3.2.0 Audit Query

The stock balance remained the same as in 2003/2004 at Kshs1,298,588 as at 30™ June,
2005. However, a review of the ledger cards revealed existence of stock worth
Kshs3,301,000 in respect of general stores and accountable documents which were not
disclosed in the accounts. Further, notes of the accounts in respect of the policy on the
stacic were not provided. In addition, no physical stock taking certificates were made
available to support the stock balances. In the circumstances, the accuracy of the stock
figure of Kshs1, 298,588 as at 30" June, 2005, could not be confirmed.

2.2.3.2.1 Response
The Committee heard evidence given by the Chief Officer that the board of survey had not

been constituted during that year 2004/2005. The opening balances and the average were
taken the same year and that is why the stock levels remained the same. The Council

M
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could not do anything since there was no board of survey and could not either adjust or edit
the stock levels as at that time. This was subsequently corrected in the following year.

The Committee noted with concern at the continued lack of proper book keeping in
the Council and recommends that the Chief Officer should go beyond relying on a
board of survey and have a proper stock recording system that is able to manage
the stocks using the double entry as required in proper management.

g) Nugatory Payments

2.2.3.2.2 Audit Query

During the year under review, the Council incurred and paid nugatory payments totalling
Kshs12, 533,195 in respect of penalties levied by the NSSF and Kenya Local Government
Superannuation Fund for failing to remit statutory deductions on time. The Council failed to
comply with respective statutory requirements.

2.2.3.2.3 Response:

The Committee heard evidence given by the Chief Officer that the council budgets have
always been in deficit. This mainly contributed to the 2005 Collective Bargaining
Agreement. The deficit is normally reflected as arrears on the non-discretion payments
which attract a penalty. The council does not pay gross salaries but net salaries instead.
From January to May, payments are made promptly but from then on, the council waits for
Government support in form of LATF so that the other part of the gross payment is cleared.
During the period, the council lumps up and pays the salaries at once, and still attracts
penalties. This is an issue which is hard for councils and will continue with the same for a
long time. The institutions know the cycle of the cash flow during the year but still councils
are held liable to pay penalties that are five times more whenever payments are delayed.

The Committee while appreciating the difficulty the councils face in handling the
matter, recommends that, in the meantime, the councils in consultation with the
Ministry of Local Government, should explore the possibility of negotiating for
waiver of penalties with the relevant institutions since they are public entities.
However, the councils should always ensure that statutory deductions are remitted
promptly upon collection to avoid a repeat scenario.

h) Long Term Loans

2.2.3.2.4 Audit Query

The long term loan balance stood at Kshs104, 281,268 as at 30" June, 2005. However,
details of this loan which was a brought forward figure were not provided. Further, the
Council did not maintain a loan register or supporting schedules showing its breakdown. In
addition, information gathered from the council on the debt position indicated that the
Council had a loan balance with the NHC of Kshs115, 827,000 as at March 2005. It was
not clear whether the balance sheet long-term loan balance was related to the loan with the
NHC. Available information indicated that the Council was also servicing two other loans of
Kshs10 million and Kshs15 million respectively from two commercial banks. The balance of

M
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these two loans was “shis15, 915,069 as at 30" June 2005. However, the amount was not
disclosed In the accounis In view of the above issues, the accuracy of the long-term lcan
balance could not be confirmed.

2.2.3.2.5 Response

1) The Committee heard evidence given by the Chief Officer that the loans were granted by
the NHC in form of material and infrastructure loans in the 1960s, 1970s and 1980s. The
Council was appointed as an administrative agent while others were directly invested in
the Council. Due to the long history and changes in the Central Government and Ministry
structures at some stages locked the information flow on mandated function. This had
negative effects on how the pending issues were to be resolved. Also, the high turnover
of senior staff contributed to the uncertainty and true nature of the loans. This was further
distorted by the disagreement that arose between the Council and the NHC over the
management of the houses to recover the loans. But during this year, a thorough
reconciliation was done which revealed an outstanding amount of Kshs111, 257,613.05
as the true position of debtors as at 31st March, 2009. So the two organizations agreed
to stop the debt for the two estates. Therefore, this will not recur in future.

it) There was one more loan which the Water Transfer Act (2002) did not put into account.
The Council Is therefore, not sure whether the assets were transferred to the water
company. But it was frozen at a certain point by the Central Government. For purposes
of forming the company and acquiring further loans from Africa Development Bank
(ADB) the loan was frozen. The matter has since been resolved with the NHC.

The Committee noted with concern the delay in availing documents for verification at
the time of audit and recommends that officers who fail to avail documents or

information at the time of audit should be disciplined.

i) Revenue And Expenditure Accounts

2.2.3.2.6 Audit Query

During the years under review, the Council did not maintain daily and monthly abstracts of
receipts and payments, cashbooks, income and expenditure ledgers as required. Further,
payments made, totalling to Kshs2, 895,875 in 2004/2005 and expenditure amounting to
Kshs30, 406,284 captured under Environment Department in 2005/2006 were
unsupported. n addition, purchased goods were not taken on charge and unsurrendered
imprest was posted to the payment analysis without having been accounted for as
required. In dditict,, expenditure items on local authority road maintenance account
showed a difference of Kshs1,309,527 between the supporting totals of Kshs11,121.034
and the amount of Kshs12,430,502 posted in the abstract of accounts. In view of the
foregoing issues, the accuracy of revenue and expenditure accounts for the years ended
30" June, 2005 and 30™ June, 2006 could not be confirmed.

2.2.3.2.7 Response

The Committee heard evidence given by the Chief Officer that currently, the Council has
computerized its operations and has eased the maintenance of records such as daily
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abstracts of receipts and payments, expenditure ledgers among others. In addition, the
Counclil has centiralized both receipt collection and payments. So, most people come 16 pay
4t Town Hall. This ensures that there is no chance of omissicn of transactions while
preparing abstract of accounts.

The Committee recommends that the Chief Officer should always ensure that the
council maintains correct and up-to-date accounting records, failure to which he
should be personally held responsible.

j) Renewal Funds

2.2.3.2.8 Audit Query

Section 219 (1) of the Local Government Act, Cap.265 required the Council to create and
set aside adequate renewal funds to provide for the entire or partial replacement of some
or all of its assets which owing to depreciation and other causes, will require, at some
future date to be replaced. During the two years, the Council did not make any provision for
depreciation in accounts. Further, it did not set aside any renewal funds as required. The
Council was, therefore, in breach of the law. It is not clear how the Council intends to
replace or finance the replacement of fixed assets in future in the absence of renewal

funds.
2.2.3.2.9 Response

The Committee heard evidence given by the Chief Officer that the Council did not factor in
the Renewal Funds for the fixed assets and plans. The Council has, however, provided
them as depreciation in the current year 2009/2010. Using the current system of the
Medium-Term Expenditure Framework Budget (MTEF), the Council actually budgets for the

assets.

The Committee noted that the viability of a local authority or any public institution is
determined by its ability to sustain service delivery. If all assets are depreciating, and
there is no ability to replace them, the sustainability of service delivery is put in
doubt. So the principle of depreciating a capital is a way of creating replacement of
that capital, and hence, the importance and the need for the section 219 (1) of the
above mentioned Act.

k) Budget And Budgetary Control

2.2.3.2.9 Aucix Query

During the year 2004/2005, the council exceeded its expenditure budget by
Kshs50,299,534 or 28.26 per cent of the approved estimates of Kshs177,890,000, without
Ministerial approval. During the subsequent year, the Council incurred over-expenditure
and realised a shortfall in revenue collection of Kshs22,880,081 or 26 per cent, and
Kshs18,622,697 or 25.8 of the approved budget amount of KshsB86,488,536 and
Kshs72,181,448, respectively, without Ministerial approval. The Council was, therefore, in
breach of the law.

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

15



2.2.3.3.1 Response

I'he Committee heard evidence given by the Chief Officer that the over-expenditure on a
number of Vote ltems was occasioned by the general inflation, which affected the Council’s
running costs in terms of goods and services, and works, particularly the cost of fuel and
other petroleum products. Through the Ministry of Local Government's performance
contracts, the Council was supposed to comply with the set targets on utilization of funds
and cost reduction, which greatly contributes towards budget adherence. The various
Ministry budget guidelines have since emphasized on the preparation of a budget that is
participatory and inclusive with a number of compliance conditions that enhanced the
budget increase. Three years consecutively, from 2007 to 2009, the budget has been
prepared on the Local Authority Integrated Financial Operating Managing System
(LAIFOMS) module, which identifies the core centre and improves on cost control.

The Committee noted with concern the improper manner in which the Council spent
in excess of the approved budget contrary to the law. Further, and in breach of
financial regulations, the Council interfered with vote items.

The Committee recommends that the then Chief Officer Mr. Gabriel Kinaiya (current
Clerk of Kakamega Municipal Council) should be disciplined for authorizing
expenditure in excess of the approved budget. The Committee also recommends
that investigations should be undertaken to ascertain possible misappropriation of
public funds, with a view to prosecuting the officers concerned.

) Non - Response to Draft Report

2.2.3.3.2 Audit Query

The abstract of accounts was submitted to the Council for comment on 30™ May, 2007.
However, no comments have been received to date. In the same note, it appears they were
forwarded the same day because the draft report which the Controller and Auditor-General
intended to issue for 2005/2006 was submitted on 30" May 2007, but no response has
been received to date.

2.2.3.3.3 Response

The Committee heard evidence given by the Chief Officer that the Council accepts the fact

that it did not respond to the auditors’ draft report for the year 2005/2006, but it had

responded to one for the year 2004/2005. This was due to an omission. The Council has .
since taken the draft to the auditors as a serious matter and this can be observed in the

current draft report of 2006/2007 that was responded to on 5™ May, 2008. The one for

2004/2005 was responded to on 20" June, 2007, and copies are available for verification.

The Committee noted with concern the inordinate delay in availing documents to
auditors and recommends that officers who failed to avail the documents at the time
of audit should be disciplined.

A e S st WY S Y- S S S S
e e R e e,,,..saaiai————————————— e - o ]

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

16



m) Local Authority Transfer Fund (LATF)

2.2.3.3.4 Audit Query

i) During the year 2005/20086, the council received Kshs93,548,916 as the LATF grants.
However, the council did not maintain separate and independent LATF books of
accounts and records such as daily and monthly abstracts of payments, cash books,
vote books and ledgers as required.

i) Further, the LATF expenditure items in operations, maintenance, debt resolution, plan
and capital projects were not verified due to unavailability of relevant supporting
documents. Under the circumstances, it was not possible to confirm that the LATF
disbursements for the Ministry of Local Government totalling Kshs63,548,916 were
properly accounted for and utilized for the intended purposes only.

2.2.3.3.5 Response

The Committee heard evidence given by the Chief Officer that the Council, as a
requirement of the LATF Act, is currently maintaining the required books of accounts, the
individua! ledger, the cash book and other records for those particular funds effectively.

The Committee while appreciating that measures have since been put in place to
address the queries, noted with deep concern that huge public funds could not be
properly accounted for in a long time, leaving avenues for possible abuse.

The Committee recommends that the Chief Officer should properly account for the
amount of Kshs63,548,916, failure to which investigations should be undertaken so
as to hold the officers responsible and prosecute those found culpable.

n) Other Balances
2.2.3.3.6 Audit Query

The balance sheet reflects other balances are under-represented by section comprising
revenue account, general reserve fund, capital discharge, capital fund, unapplied capital
receipts, stores and labour charges and long-term loans. All these items balance, except
for revenue account that remained the same as in the previous year. Further, deferred
charges, income deposits and provisions balances also remain the same as the previous
year. However, no details, notes or statements of changes were made available for audit
review. In the circumstances, the accuracy of these balances could not be determined.

2.2.3.3.7 Response

The Committee heard evidence given by the Chief Officer that the Council will seek
ratification and approval from the Minister. Several balances were written-off, but did not
have the approval from the Minister.

The Committee noted that the figures in excess of Kshs2.5 billion are not accounted
for and even the Council cannot explain their existence. These should not be seen
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as simple figures. It means that there are probably many things that are hidden. The
Committee recommends that the Chief Officer should ensure that the figures are
fully accounted for and verified. The Committee also recommends that officers who
deliberately failed to keep proper books of accounts and also failed to account for
the funds should be investigated and disciplined.

2.2.4 MOMBASA MUNICIPAL COUNCIL
The Committee took evidence from the Council on 3™ August 2009.

The Committee was informed that the accounts of the Council had not been certified by the
Controller and Auditor General. The accounts of the Council from 1990 up to 2000, a gap of
ten years, were not prepared, but the subsequent accounts of 2000/2001 were claimed by
the council to have been prepared. The Accounts were prepared by a consulting firm, M/s
Ken Njoroge & Associates, out of which there were various issues that were raised later on
the inadequacy of the work that was done. Investigations revealed that during the ten-year
gap of 1990 - 2000, the then Chief Officer might have used incomplete records to come up
with the figures. This is reflected in the suspense accounts that have been carried across
over the years.

In response to the audit findings, the Chief Officer of the Council informed the Committee
that from their records and findings, the then office bearer, during the ten-year gap of 1990-
2000, might have used incomplete records to come up with the faulty figures. This is clearly
reflected in the suspense accounts that have been carried across over years. However, the
Council is now in the process of contacting the consultant who did the work and the
previous office bearers.

The Committee noted that the inadequacy observed in those accounts may not even
enable the Controller and Auditor-General to authenticate the opening balances and
lead to audit certification. The Committee was concerned about how the figures of
the opening balances of the accounts of 2000/2001 were arrived at.

It is the duty of the Chief Officer to ensure that proper accounts or records are kept,
proper abstracts of accounts are done and that reports are done to the Permanent
Secretary in the Ministry. The Committee therefore abhorred the manner in which
sub-standard accounts were prepared for the Council by the accounting firm, yet
payments were made for the services.

The Committee noted with concern that over the years, the absence of the accounts
could also be as a result of unqualified staff. The Cor mittez abhorred the manner in
which councils contract accounting firms that prepare accounts without books of
prime entry. The accounting firms then leave the councils with accounts that are
meaningless and are not based on anything despite receiving full payments.

The Committee noted that most of the Chief Officers did not take their work seriously
or do not take accounting work for the local authorities seriously. The Committee
could attribute this to laxity, incompetence, inefficiency or sheer negligence.
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The Committee further deplored the lack of seriousness by the Council to employ
even casuals to deal with the accounts, but are only eager to contract and pay for
the services to private accountants, who fail to reciprocate value for the money they
are paid. In the presence of these glaring anomalies, the Committee could not rule
out possibility of collusion between the Chief Officers and the contracted accounting
firm. The Committee noted with grave concern the failure by the Council to respond
to audit queries or produce documents at the time of audit.

The Committee recommends that the Chief Officer should not only ensure that
documents are availed at the time of audit but also respond promptly to all audit
queries. The Committee also recommends that municipalities such as Mombasa,
with capacity to hire professional staff, should be barred from using the services of
private consultants for accounting purposes. The accountants should also ensure
that no accounts are produced unless correct balances are obtained.

The Committee further recommends that the firm M/s Ken Njoroge & Associates and
the officers involved should be investigated by the Kenya Anti-Corruption
Commission and the Institute of Certified Public Accountants of Kenya (ICPAK), with
a view to prosecuting culpable culprits, barring the firm from practicing and
precluding it from future award of government contracts.

2.2.5 THIKA MUNICIPAL COUNCIL
The Committee took evidence from the Council on 28" July 2009.

The Committee was unable to commence evidence on the accounts of the Councll
because the Chief Officer brought responses to management letters as opposed to
responses to the certified accounts by the Controller and Auditor General. Since it was the
first time for the Chief Officer to appear for evidence, the responses were not only irrelevant
but also inadequate.

The Committee noted that most of the Chief Officers did not take their work seriously
or do not take accounting work for the local authorities seriously. The Committee
could attribute this to laxity, incompetence, inefficiency or sheer negligence.

The Committee recommends that the Chief Officer should always ensure that proper
accounts or records are kept and proper abstracts of accounts are done and availed
to the Controller and Auditor General at the time of audit as stipulated by law, failure
to which he should be disciplined.

2.2.6 ELDORET MUNICIPAL COUNCIL
The Committee took evidence from the Council on 10" August 2009.

The Committee was informed that the accounts of the Council had not been certified by the
Controller and Auditor General. However, the Council has since done the accounts up to
301 June, 2008. The accounts were undergoing audit review. No certificate had been
issued by then and, therefore, no accounts had been tabled in Parliament as at August
2008.

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

19



The reasons for the delays include: the qualily of ithe accounts that had been prepared, the
issues that had been raised which had not been responded 1o, and the several adjusiments
that the auditor had sought from the Council. A nurber of those adjustments had not been
made. The Accounts for 2003/2004 had a suspense balance of about Kshs. 623 mullion.
When accounts with such a figure are unaccounted for, then the reliability of those
accounts altogether could be in doubt. However, the Controller and Auditor-General had
promised to look at those accounts and issue certificates up to 30" June, 2007 by October
2009.

The Committee noted that most of the Chief Officers did not take their work seriously
or do not take accounting work for the local authorities seriously. The Committee
could attribute this to laxity, incompetence, inefficiency or sheer negligence.

The Commiftee also noted that the delay or difficulty in availing documents or
absence of documents could imply possibility of concealing possible fraud or
misappropriation. The Committee noted with concern the inordinate delay in availing
documents to auditors and recommends that in future, officers who fail to avail
documents at the time of audit should be disciplined.

The Committee also recommends that the Chief Officer should ensure that proper
accounts or records are kept and proper abstracts of accounts are done and availed
for verification at the time of audit as stipulated by law, failure to which he should be
held responsible.

The Committee abhorred the manner in which the officers delayed in production of
accounts and recommends that Kenya Anti-Corruption Commission should
investigate such delays as it indicates possibility of concealing fraud.

2.2.7 KISUMU MUNICIPAL COUNCIL
The Committee took evidence from the Council on 4™ August 2009.

The Committee was informed that the accounts for the 2003/2004, 2004/2005 and
2005/2006 financial years had already been laid in Parliament and were therefore due for
examination by the Committee.

The Committee was unable to commence evidence on the accounts of the Council
because the Chief Officer brought responses to management letters as opposed to
re-ponses to the certified audited accounts by the Controller and Auditor General. Since it
was the first time for the Chief Officer to appear for evidence, the responses were not only
irrelevant but also inadequate.

The Committee noted that most of the Chief Officers did not take their work seriously
or do not take accounting work for the local authorities seriously. The Committee
could attribute this to laxity, incompetence, inefficiency or sheer negligence.
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The Commitiee noted with concern the casual manner in which the officers of the
Council prepared to appear before the Committee and recominends that in future,
the habit shall not be tolerated by the Committee.

2.2.8 NAROK COUNTY COUNCIL
The Committee took evidence from the Council on 6" August 2009.

The Committee was informed that the County Council of Narok had the last accounts
certified for the year ended 30" June, 1995. This was done on 10" May, 2002. However,
they hired a consultant (a firm of accountants) to do the accounts for the 12 years from
1895 up to 30" June, 2007. The hired accountants were M/s Mwema and Associates.
When the accounts were presented to the Controller and Auditor-General, they were found
not to be supported by the books of accounts. There were no trial balances and schedules
to support the numbers. Figures to primary books of accounts could not be traced, opening
balances were deferred from year to year, and some obvious balances like unpaid debtors
were even missing in the accounts, and creditors as well. So, the inadequacies
notwithstanding, such accounts formed the background for the subseguent accounts.

The Committee therefore abhorred the manner in which sub-standard accounts were
prepared for the Council by the accounting firm, yet payments were made for the
services, let alone retaining the same consultants for the whole period.

The Committee noted that most of the Chief Officers did not take their work seriously
or do not take accounting work for the local authorities seriously. The Committee
could attribute this to laxity, incompetence, inefficiency, sheer negligence or the
frequent transfers done by the Ministry.

The Committee further deplored the lack of seriousness by the Council to employ
even casuals to deal with the accounts, but are only eager to contract and pay for
the services to private accountants, who fail to reciprocate value for the money they
are paid. In the presence of these glaring anomalies, the Committee could not rule
out possibility of collusion between the Chief Officers and the contracted accounting
firm. The Committee noted with grave concern the failure by the council to respond
to audit queries or produce documents at the time of audit.

The Committee recommends that the Chief Officer should not only ensure that
documents are availed at the time of audit but also respond promptly to all audit
queries. The Committee also recommends that a council such as Narok, with
capacity to hire professional staff, should be barred from using the services of
private consultants for accounting purposes. The accountants should also ensure
that no accounts are produced unless correct balances are obtained.

The Committee further recommends that the firm M/s Muema & Associates and the
officers involved should be investigated by the Kenya Anti-Corruption Commission
and the Institute of Certified Public Accountants of Kenya (ICPAK), with a view to
prosecuting culpable culprits, barring the firm from practicing and precluding it from
future award of government contracts.
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2.2.9.0 MEETING WITH itHE URBAN DEVELOPRENT DEPARTMENT OF Thiz
MINISTRY OF LOCAL GOVERNMENT

The meeting between the Committee and the Urban Development Department (UJDL)
arose from the observations made during the countrywide Committee inspection tours.
During the inspection tours, the Committee noted that most of the stalled projects (which
involved huge public funds) were conceived, designed, contracts awarded, supervised, and
payments made by the UDD. In most cases, the projects were undertaken without the
involvement of not only the locals and the relevant councils, but also the Inspectorate of
Local Authorities department. The projects done include markets, bus parks, access roads,
livestock holding grounds, town halls, among others.

The Committee met with the Department on 30" November 2009, 17" February 2010 and
3'9 March 2010 in order to get explanations on the inadequacies observed and noted. The
Committee’s observations and recommendations on the individual projects are contained
elsewhere in this report.

The Committee therefore sought to know the role, mandate and operations of the
Department and whether it has added value to its existence.

According to the Controller and Auditor-General, the audit reports of all the projects done
by the Department had not been finalized. Therefore, the Committee was advised to
concentrate on the specific projects inspected on the ground. The issues concerning the
projects that were inspected by the Committee in general could be highlighted as follows -

(1) A number of the projects that were undertaken are incomplete;
(n) Some of them commenced late as opposed to the commencement dates that were
stipulated in the contracts,
(i) Some were stalled or were terminated,
(iv) Some of the projects required retendering;
(v) Those that were done on behalf of the councils, the councils themselves were not
involved in the preparation of those contracts and the projects;
(vi) Most projects were characterized by slow progress of works and in some contracts
there was poor workmanship;
(vi) Some of the contracts included huge and unrealistic variations;
(vii) Some of them were undertaken on land that has disputes;
(ix) Most of the contracts were also characterized by late payments, unsupported
payments, or payments that were not commensurate with the works done;
(x) Some projects were started even before Environmental Impact Assessment was done;
(xi) To date, some of those projects are not yet in use despite government spending huge
amounts of money on them,;
(xii) According to records, about 69 major projects whose cost runs to billions of shillings
were undertaken by the department country wide.

~——

2.2.9.1 The establishment of the UDD

The UDD was created in 1989 with the purpose of providing technical support to the
Ministry of Local Government and the local authorities whose technical capacity then could
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nct cope with the service delivery demands associated with urbanization in ithe country. 1t is
a multi-disciplinary depariment that was siarted as a technical arm 1o assist the local
authorities in designing projects or in executing some of those projects. The thinking then
was that anything technical, namely, roads, sewerage and others could be handled by
Ministries like the Ministry of Water and Irrigation, Ministry of Public Works and the Ministry
of Housing. Experience showed that because this is a local government system, the
Central Government has a way of identifying priorities. There are those priorities which are
identified by the local authorities which may not necessarily be priority projects for the
Central Government. So, the practice then was that a local authority would place an
application to the Central Government, say to the Ministry of Local Government, and it was
discovered that it was not easy to get that kind of technical support. The Department has a
technical capacity of 50 Officers drawn from various fields i.e. Engineers, Architects,
Quantity Surveyors, IT specialists among others.

The Department was tasked to explain in depth the inadequacies noted and observed in
three main projects i.e. Chavakali Market in Vihiga, Embu Bus Park and Ganssa Bus Park
as highlighted below: -

2.2.9.2 Issues with Construction of Proposed Municipal Chavakali Market in Vihiga
Municipal Council

) The contract works commenced on 31% May 2007 for a period of 78 weeks. It was
then extended for 21 weeks to be completed on 25™ April 2009. However, the period
lapsed with only 50% of the works completed.

i) The original scope of works included a 3 — storeyed building which was then reduced
through a variation order (VO) to 2 — storey in what the department refers to as
harmonization of drawings and Bill of Quantities (BQ).

i) Cost of the project: the contract sum was Kshs. 28,964,151 before variation of the
contract was done. After variation, the construction works was reduced to Kshs. 17,
485,100.

iv) The VO recommended that the following omissions be included in the contract: -storm
water drainage, electrical works, gate house/waste cubicle, paving to open air market
and fencing. While this decision should be appreciated, it is appalling how
construction of a new market could go to tender with these essential items missing.
This omission can only be attributed to weaknesses at the pre-contract stage.

v) The work is about 50 — 60% complete.

vi) Building works: it was observed that the market is constructed of a reinforced
concrete (rc) frame (rc columns, rc beams and suspended rc floor slabs). It was
observed that this element is substantially complete but the structure is showing
SERIOUS signs of FAILURE with a few shattering supports still in place. This problem
seems to have been detected by the contractor and the project supervisors since
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additional column supports were being introduced. The technical reason for this
structural failure is possibly the lack of the contractor to adhere to proper
standards of concrete mix (cement: sand: ballast ratios), casting process and
lack of proper supervision.

vii)  Walling: is of masonry and concrete blocks. It is about 50% complete but of very
poor workmanship. Although walling in this case is non-structural to a large
extent, it could accelerate the collapsing of the building through its own dead
load.

viii) Public safety: the structural failure detected in this building is likely to be
beyond rehabilitation. Since the building is already collapsing under its own
dead load, it should be condemned from public use and demolished.

e 3

Below are some
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The Committee recommends immediate cancellation of the contract for this work,
and surcharging of the contractor involved. The Committee also recommends that
the Contractor {(M/s Asoro Construction Co.) should be precluded from award of
government contracts.

The Committee further recommends those responsible for the loss of funds through
multiple variations, poor design and inadequate supervision should be sanctioned.

The Committee further recommends that the officers involved should be
investigated by the Kenya Anti-Corruption Commission and the relevant
professional institute should bar them from practicing.

2.2.9.3 Issues with Construction of Garissa Bus Park, Garissa Municipal Council

i) The construction of Garissa Bus Park was awarded to a contractor through competitive
bidding on January 2006 at a cost of Ksh. 37,877,989 to be completed in February
2007. However, audit inspection of the status of the Bus Park done on 2" December
2008 revealed that the works had stalled after payment of five interim certificates

| amounting to Ksh.31,443,597.70 or 83% payments. '

i) Examination of the Ministry’s records revealed that the Ministry terminated the contract
on 12 May 2008 under the provisions of clause 63 of the contract due to non-
performance on e par of the contractor. Performance guarantee claim notification was
done on 18 June 2008 and a claim made from the guarantor on 18 November 2008. At
the time of termination, the work was valued at about 75 per cent completion with the
contractor having been paid Kshs20, 951,749.61.

i) Evidence available indicate that the project was re-tendered and awarded to another
contractor on 4 December 2008 at a contract sum of Ksh.38,063,845.43 slightly above
the previous contract sum although the project was about 70% completed. The second
contractor was to complete the work in six months from 16™ February, 2009 with contact
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period of six months and defect liability period of six months. The works were completed
rth

on 16™ August, 2009. The contract was declared substantially compiete by 157 May,
20089.

The Committee noted with concern that the implementers failed to undertake an
environmental impact assessment for the project prior to commencement, the result of
which led to the dispute on the land which would have been avoided. The dusty road
leading to a nearby primary school and the bus park which is just adjacent to the school is
a matter of concern not only to the local residents but also to any professional. If adequate
consultations were done, the issues noted would have been avoided.

The Committee also noted that if at all the contact was done 75 per cent, about Kshs20
million paid and the 25 per cent which was remaining tendered for about Kshs38 million,
does not make economic sense. It noted that Government may not have gotten value for

the money spent.

Below is a picture of the project as it appears at present:

The Committee abhorred the manner in which this project was conceived,
contracted and implemented.

The Committee recommends that in future the Accounting Officer should ensure that
implementation of a project of this magnitude does not begin before proper
planning, consultations and effective monitoring and evaluation mechanisms are in
place. The Committee also recommends that the then Accounting Officer and the
officers involved in the loss by government arising from professional negligence
and poor supervision should be held personally liable.
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9.4 Issues with the Rehabilitation and Reconstruc.iion of Embu Township Roads,
Embu Municipal Council

a) According to the Controlier and Auditor General, the following observations were

if)

noted:

The contract for the rehabilitation and reconstruction of Embu Township Roads project
was awarded to a contractor at an estimated cost of Kshs. 80,754,030.30 and financed
from Roads Maintenance Levy (RMFL). The scope of works involved reconstruction of
some sections of a mosque, Kombo Munyiri, 1A — 5A, Lower Bus Park Roads and
rehabilitation of Mutero, Sacco, Mama Ngina, Taifa Hall, Neema and Upper Bus Park
roads.

Financial status: the total certificates paid amounted to Kshs. 72,443,435.18 and interim
certificate number ten (10) for Kshs. 4,273,332.44 was paid on 12/10/06 for the release
of 5% retention money.

iii) Handing over and defects: the project was handed over when it was 86% of what had

been provided for in the original contract. The original sum got exhausted while 14% of
the works remained outstanding. However, the defects noted during the handing over
report of 11/8/06 have not been corrected to date and the defects liability period expired
on 27/07/07. It was not clear why the Ministry failed to ensure that the defects were
corrected during the defects liability period and before release of the retention money to
the contractor.

b) The Accounting Officer made the following response:

Several letters were written to the contractor to correct the defects. The contractor did
not comply.

The audit report was made on 3 December 2008 — (18 months) after the expected
date of the end of the defects liability period (i.e. 27™ July 2007).

Payment of retention money: pursuant to clause 60.3, 50% of the retained amount of
money should be paid after the issue of the taking over certificate. In this case the
amount was Kshs. 4,273,332.44. The remaining 50% should be paid after the correction
of defects. He therefore forfeited the remaining 50% of the retention money. The
Committee was also informed that the supervising engineer had been transferred from
the ministry and was facing investigations from the Kenya Anti Corruption Commission
(KACC).

The pictures below show the recent state of the project:
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The Committee noted that the contractor, being a businessman may have
considered the opportunity cost of the retention fee vis-a-vis going back to do
that work which would have cost him more than the retention fee. The Ministry
should have made sure that before the certificates were paid, inspections and
proper value of the work done would have been ascertained.

The Committee abhorred the manner in which the resident engineer was also the
project manager, responsibilities that should have been undertaken by two
different officers. The Committee was also appalled by the manner in which
contracts are poorly designed to the advantage of the contractors and to the
detriment of public interest, leading to poor workmanship and loss of funds.

The Committee recommends that the officers involved should be reprimanded,
and investigated by the Kenya Anti-Corruption Commission, with a view fo
prosecuting them. The relevant professional institute should also bar them from
practicing.

2.2.9.5 Meeting with the Minister

The Committee took evidence from the Deputy Prime Minister and Minister for Local
Government Hon. Wycliffe Musalia Mudavadi, EGH, MP on 31% August 2010 and 7o
September 2010. He provided the following evidence:

a) Ongoing programmes in ubD

In consideration of the way forward for Urban Development Department projects the
following should be considered. This is because in addition to the projects in
question the Department undertakes the following:- '

()  The World Bank has just started implementation through the Department,
projects and programmes to the tune of 150 Million U.S Dollars. The
Department is the key convener of the programmes.
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(i) The Integrated Solid Waste Management for the City of Naiiohi, a study of
which was undertaken by JICA is also coordinated by the Depaitment. The
Depariment chairs the Interministerial meelings and is the convener of all
stakeholders in the programme. The total funding required to relocate and
manage the Solid Waste in Kenya Shillings 17 Billion over a twenty year
period.

()  The Solid Waste management for Mombasa and Nakuru is a 17 Million Euro
project which is ongoing. The AFD through the Department is funding this
programme.

(iv)  The Primary Schools in poor urban areas of Nairobi, Mombasa and Kisumu is
another programme being funded by the German Government through KFW.
The amount is 10 Million Euros. There is a further 20 Million Euros
envisaged to fund more schools in other urban areas. The Department is the
main coordinator of this programme.

(v) The Street Families Rehabilitation is another program being funded by the
Kenya Government to help reduce the number of Street Families in our
urban centres. Not much funding has been provided but it is also
coordinated by the Department.

(vi) The Integrated Strategic Planning is also continuing and the Department has
already covered 7 towns with a further 11 towns envisaged in the current
financial year. This has formed a good basis for planning our growing urban
centres. It has provided a participatory approach and provided a good base
for project identification.

(vii)  Kisumu Urban project is an AFD funded programme to the tune 40 Million
Euros. This is a programme for planning and infrastructure development for
Kisumu town.

(vili) Korogocho Slum Upgrading project funded by the ltalian Government for the
improvement of living conditions in Korogocho. The amount is Kshs. 210
Million.

In addition to the above programmes, the Department is the key contact area for
Development partner support to programmes in Local Authorities. We have
representations in the following;-

(1) Kenya Roads Board

(i) National Housing Corporation

(i) Road Agencies KURA, KERA and KENHA
(iv) Woater Service Boards

The Department works with other development partners like GTZ, UN-Habitat etc in
areas of collaboration where Local Authorities are beneficiaries.
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) Proposed Reforms for upb

The Urban Development Department (UDD) was created in 1989, as the technical
arm of the Ministry to faciitate and support Local Authorities (LAs) in the area of
infrastructure developments covering sohd waste management, bus parks, access
roads and storm water drainage, buildings development, planning, land survey,
quantity survey, environment and social development. The rationale for the
establishment of the department was that technical support to LAs for technical
services in such areas as solid waste management, bus parks and markets are only
provided by this Ministry.

Currently, the UDD has various sections covering Water and Sanitation (which
includes Solid Waste Management and Environment), Roads and Transport (which
includes bus parks, accesses and storm water drainage), Architects (which includes
buildings development, valuation and quantity survey), Planning, Land Survey, and
Social Services.

22951 Proposed Department Of Local Authorities Support Services
(DLASS)

In the past, the mandate of the Department was wide, covering the functions of
water provision and roads, but these functions have been transferred to new
agencies established to handle them. The Ministry recently created the Markets
Development Department, which has taken over the activities related to markets
and market development.

Given the high rate of urbanization in the existing local authorities and in emerging
urban centres and considering the major weaknesses in skills in such centres, there
is need for provision of technical services 10 all needy urban centres  Currently
these technical support services are being provided by UDD, with the department
being directly involved in selecting, planning, designing and implementing projects
in local authorities. However, the major challenge over time has been that UubDD
does carry out the above functions without the involvement of the local authonties

and their beneficiary communities.

In considering future support to Local Authorities, the Ministry appreciates the
current policy on devolution and devolved funding where funds now belong to
County Governments. With the adoption of the devolved funding system, UDD wiill
no longer have direct access to funds and thus no major risks of money getting
misappropriated by the UDD staff through the projects. The department will remain
with the role of facilitation and provision of technical backstopping support to the
LAs. It will develop guidelines to be used by the LAs.

As the Ministry reforms the Department it shall bear in mind that its current
functions have posed governance and project ownership challenges. For these
reasons in the planned reforms, it is proposed that all projects belong to and be
implemented by respective LAs, which will carry out the day to day management of
the development activities with technical support from the Department. In the new
structure the reformed UDD will be transformed to facilitate the implementation of
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development projects whether the resources come from devalved funds or throunh
the efforts of the Ministry. In other words LAs will irnplement all the projects a@nd
programmes, with clearly spelt out separation of roles amongst the key actors as
well as checks and balances.

Under the new dispensation, the reformed department will.

(i) Provide technical support to LAs that have funds to undertake their own
projects.
(i) Support LAs that have centrally developed projects and programmes.

In order to undertake these functions, it is planned that the current sections of the
Department be reconstituted or replaced by three distinct Sections with distinct staff
members, namely:

(i) Planning and Design
(i) Construction
(iii) Monitoring, Evaluation and Reporting (M&E)

2.2.9.5.2 Planning and Design Section

This Section will receive requests for project designs from LAs which have
resources for development projects and do not have capacity. The section will
carry out the designs and then assist LAs to have them checked and approved by
relevant authorities. However, in all the projects where the LAs are requesting the
Ministry for technical support, there will be requirements for proof that the projects
are based on the needs of the specific beneficiaries and that the respective citizens
have been formally consuited and have concurred. For this reason, as part of the
L A's formal submissions of requests for technical or financial assistance, LAs must
attach documentary evidence of involvement of stakeholders through a clear
participatory process in the identification and implementation of the projects. In
addition, all identified projects must be reflected in the LA's Capital Investment
Plans (CIP) and proof for availability of funding. Further, Full Council resolutions
supporting the same will be an added requirement.

Once the Ministry has carried out the designs and the same have been returned to
the requesting LAs the same will need to be tabled in a Full Council meeting for
endorsement. This will be necessary because elected leaders need to see and
approve the designs and specifications as well as the actual or projected costs.

For the projects where the LAs require financial and technical support from the
Ministry, the latter will vet all requests from LAs that meet the set criteria and
prioritize them based on economic justification, national priorities, environmental
viability, regional balance and capacity of the LAs to manage the project once it is
completed. The support will be awarded to LAs on the basis of objective criteria
including:

(i) Infrastructure projects
(i) Impact on service provision
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(i) Vision 2020/ MDGs goals attrmiment
(v Community involvernent in wientification and implementelion

identification of projects and funds will he done by a panel of professional meeting
periodically.

The Ministry will then communicate the selected projects to LAs.

As stated above, the whole process of project identification and development, by
the LAs, will be initiated through participatory stakeholder process. The process of
document preparation by the LAs will be subjected to Ministerial approval at various
stages, which will be defined in the Work Plans submitted by the LAs and
agreement reached on the Ministry’s role in order to ensure that neither the Ministry
nor the LAs commit the other party to future costs. In discussing the role of the
Ministry it must be made clear that with or without the Ministry’s financial support
the Ministry will take charge of ensuring compliance with design specifications and
standards (including design analysis tests) for quality work.

On their part LAs may undertake the designs in-house, if they have capacity, or
outsource consultancy services with technical assistance from the Ministry.
Submissions of the necessary documents to the ministry €.9 bid documents will be
done at the various stages (as may be stated in the agreed Work Plans), which
must include submission at the Preliminary Design Stage, for the ministry to make
comments and /recommendations in advance of finalization of document
preparation by the LAs.

Where funding for projects is to be provided through the Ministry, LAs will advertise
for the works after the planning and design documentation is completed and

approval of the same is granted by the Ministry, and the project implementation
work plans have been jointly agreed upon. The work plans will include the
procurement process, which will be subjected to the Ministerial approval. This is to
avoid a situation where contracts are awarded without budgeting provision by the

Ministry.
2.29.53 Construction Section

For construction projects funded by the Ministry, at least three distinct key players
will be involved as a way to ensure vertical and horizontal accountability, 1.e. client
LA management, local stakeholders (including relevant civil society organizations)
and the Ministry itself.

In the preparation of the Tender Documents, the Planning and Design Section will
be required to entrench key project actors, clearly stating the respective roles to be
played by the Ministry and LAs during construction stage paying special aftention to
the 1oles of each institution in the positions of the “Client”, the “Engineer” and the
“Resident Engineer” (RE).

The “Client’ or the Manager of the Project will be the LA through the Town Clerk, in
order to create ownership and responsibility of project. The clerk will be required to
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facihtate completion and operation of the Project by the I A cnd will also ensure that
iunds for operations and rmaintenance are included m the LLA's budget on
completion of the Project. (The Past practice has been that the “Client” is the PS,
MolLG, leading to non owrnership of MolG funded projects by LAs during
construction stage).

The Project “Engineer” will be the Municipal Engineer or an engineer hired by the
LA, with the individual approved by the MoLG, to ensure professional input into the
Project. In the past the practice has been that the “Engineer” of the Project is the
Director of UDD, which may have created conditions for technical, administrative
and conflicts of interests or challenges. The “Client” or owner’'s "Engineer” will
ensure that the project is implemented in an efficient and effective manner with
maximum benefit to the community. The “Engineer” will also advise the Town Clerk
as appropriate so that the Town Clerk can make necessary decisions, where
necessary, to ensure that the project is implemented efficiently and effectively.

The Project’'s "Resident Engineer” (RE) will be an individual consultant outsourced
by the LA. The process of outsourcing and terms of engagement of the RE will be
cleared by the MolG to ensure that the RE has the necessary professional
foundation. The RE will have a reporting format to the LA and the Ministry, with an
agreed schedule for reports. For projects funded by the LAs, they may use their
own engineers for the position of RE, if they have the capacity. However, there
must be some additional independent professional input to ensure quality
standards.

The Ministry should in all cases be seen as a key partner in ensuring quality and
thus be invited to site meetings. This will be a requirement of all projects funded by
the Ministry, in which the Construction Section will have to attend all Site Meetings
to ensure and confirm that services are provided as per the designs of the project.

For purposes of making payments, it will be a requirement to submit documentary
evidence that the services for which the Interim Payment Certificate has been
raised have been rendered. As part of the documentary evidence, honouring of
Interim Payment Certificates will be made after signatures from the Resident
Engineer, Project Engineer, LA (which will also include audit) and the Ministry. After
the RE, Project Engineer and the LA have certified and audited the vouchers, the
Ministry will Code and validate the vouchers for payment.

After honouring of the Interim Payment Certificates by the LA, the latter will send an
expenditure return to MoLG to ce: :ify thui payments have been effected. Failure by
the LA to make these returns will result in the Ministry withholding further
disbursements to the defaulting LAs, where funding is through MoLG.

To facilitate smooth running of the project implementation process all LAs will be
required to set up or strengthen existing project monitoring mechanisms. In the
Ministry’s view close monitoring of the implementation process will make the project
progress as per the work plan.
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2.2.9.5 4 Monitoing, Evaluation and Renoriing Zeciion

As part of the reform process the ministry has initiated and put in place a Monitoring
and Evaluation (M&E) team, which is cornposed of professional staff from key
departments. The current M&E team excludes anybody previously mnvclved n the
management or in the planning & design and construction stages of Ministry funded
projects. This trend will be maintained in future as a means of avoiding conflict of
interests.

For all future projects the M&E team at the Ministry headquarters will be replicated
at the LAs level, by the appointment of M&E teams by the “Client” LAs, for their own
internal M&E. The LAs M&E teams will be required to include stakeholders such as
professional bodies located within their areas of jurisdiction.

The Ministry's M&E Section will prepare its own monitoring tools and design its
work plan for quarterly visits all over the country to check the status of
implementation of Ministry-funded and major LA funded projects. To facilitate
effectiveness of the M&E exercise, the Ministry’'s M&E Section will develop

guidelines on monitoring of various types of projects. The items in the tools will be
derived from the project components and indicators (as shown in the projects
implementation matrices) as specifically stated in the Bills of Quantities (BQs). The
team will check the work accomplished (based on information derived from the
reports of the Construction Section) against physical achievements, and then make

an independent report.

The M&E report will be submitted to the PS, Ministry of Local Government, with a
copy to the Director, Local Authority Support Services (DLASS). Subsequent to the
report, the Director (DLASS) will be required to submit a formal report addressing
any vanations or discrepancies between the Ministry’ M&E report and any other
reports submitted from the field In cases where serious discrepancies are
identified the PS may order a full technical audit of the project implementation
process.

Mid-term and end-term reviews of all projects will be done by independent

consultants, who will present their draft final reports to stakeholders’ workshops
before forwarding the same to the PS and the Ministry.

3.0.0 INSPECTION TOURS/STAKEHOLDER EDUCATION

As observed earlier that during the sittings of the Committee with the Chief Officers of the
major councils, the Committee noted several weaknesses in the financial management and
accountability of local authorities.

The Committee decided to visit the councils in order o obtain first hand information on the

operations and management of those councils. It also wanted to physically verify projects
done in those councils.
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The following were the councils and projects wistted across the country and the Committee
made several observations and recommendations

3.1.0 NYANZA PROVINCE
3.1.1 Ahero Market and Bus Park in Ahero Town Council

The Committee visited the Council and noted that there were wrangles between the
councillors and the Chief Officer. The councillors did not want to cooperate and work with
the Clerk of the Council but instead chose to cooperate with the Treasurer and sidelined
the Clerk in council operations. It was also reported that there was poor cash management
in the Council. An amount of about Kshs.3 million was reported as not banked contrary to
regulations. The Council also lent about Kshs.2 million cash to an unknown individual and
Kshs.4 million out of the LATF allocation of Kshs.5 million was unaccounted for.

The Market and Bus Park were projects implemented directly by the Urban Development
Department (UDD) of the Ministry of Local Government with little or no involvement of both
the councils and the locals.

The bus park project was not done despite initially being part of the whole project.
The contract for Ahero Market was awarded to a contractor at the contract sum of Kshs.
80,193.065.19. The scope of works involved reconstruction and rehabilitation of the Market.

A visit to the project on 8 December 2008 (by the Kenya National Audit Office) revealed the
following unsatisfactory issues.-

)) Perimeter walling had been done up to 1.2m or 5.2ft but grilling had not been done.

i) No work had been done in the bus park although it had been provided for in the
contract.

i) Sanitary facilities like showers, wash basins, cisterns and taps were of lower quality
than what had been provided for in the contract.

iv) Cleaning of water drains had not yet been done and water gutters were not provided for
in the contract.

The delay in completing minor works and opening of the market has denied the Council a
lot of revenue. The Ministry has not stated the measures it has put in place to ensure the
~ontractor completes the remaining works and have the market opened to the public.

The Committee noted the following: -

i) The Council was not involved in the initiation and implementation of the project.

i) Poor implementation of the project led to delays in completion.

iy There was poor design work, e.g. no drainage included, thus leading to redesigning.
iv) There was poor supervision of the projects.
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"o Committece recommends that the Permanent Secretary in the Ministry of Local
Government should ensure that the remaining minor works in the market are
sroinptly completed so as to open it up for the public, and start generating revenue.

The Committee also recommends strict financial controls by the Chief Officer in the
Council so as to ensure that all revenue collections and expenditure are accounted
for and loopholes for siphoning money sealed.

The Committee further recommends that investigations should be undertaken to
establish if the council lent out money to individuals. If it is established, the officers
involved (i.e. the lender and the receiver) should be prosecuted.

3.1.2 Nyamira Town Council and Nyamira County Council

The Committee visited the two councils and Nyamira Bus Park project and made the
following observations:

i) The rehabilitation and reconstruction of Nyamira Bus Park project was awarded on 12
January 2005 to a contractor at a contract sum of Kshs. 26,787,270.30. The order to
commence the work was issued on 14 February 2005 while the actual work
commenced on 28 February 2006. The scope of works involved construction and
rehabilitation of Nyamira Matatu/Bus Park at Nyamira Township.

i) Stalled works: A visit to the site by the Auditors revealed that the works on the project
had stalled when it was 70% complete due to a land dispute after vendors who claimed
they had been allocated the land went to court and won the case against the Council.
Fvidence available indicates that the Ministry has now purchased the land for Kshs.
6million from the vendor.

Committee observations during the inspection:

i) There was little work done on the ground, yet almost Kshs14 million had been spent so
far.

i) The plans and designs of the project were carried out and kept in Nairobi

i) The workers of Nyamira Town Council had not been paid salary (for six months) since
March 2008.

iv) The Chief Officers of Nyamira Town Council do not report to work. They operate from
their homes, yet they are the signatories of the Council accounts.

v) Councillors had their own collectors of market revenue apart from council staff, and the
money could not be accounted for.

The Committee recommends that plans and designs of ail projects undertaken
should be done at the local level instead of the headquarters to reduce constant
variations arising from poor designs based on approximations and that the ministry
should strengthen supervisory role of the projects.
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‘e Commiftee also recommends that strict internal control systems should be put
11 place to ensure all revenues collected and expenditures are accounted for. Any
imisappropriation of funds should not be tolerated and should be recovered from the
Chief Officer or the responsible officers.

The Committee further recommends that investigations should be carried out to
establish the officers/persons who are currently collecting the revenue.

3.1.3 Siaya County Council

The Committee made the following observations:

) The council covers the jurisdiction of three constituencies, i.e. Alego-Usonga, Ugenya
and Gem.

i) There were internal conflicts amongst the staff.

i) The Council does not collect market levies from Alego-Usonga and Gem constituencies
due to political interference from the local area Members of Parliament. It only collects
from Ugenya. It was claimed that the politicians incited the locals to defy the Councl!
and to refuse to pay market levies.

iv) The Committee was informed that an arrangement had earlier been agreed by the three
constituencies that the position of Council chair rotates amongst the three areas but
Ugenya Constituency failed to honor the agreement and stuck with the position for a
long time, necessitating the incitement and stand-off.

v) The council has 5 major markets and collects about Kshs.385,000 per week.

vi) It was also claimed that there was Kshs.40 million worth of royalties paid by a local
company, Dominion International Ltd, for an undetermined service. It was irregularly
deposited into a bank account opened in Kisumu by the Town Clerk and the Treasurer.

The Committee recommends the need for harmonized political existence in these
areas for proper operations of the Council, as politicians and the local leaders need
to sort out the political differences and forge a way forward.

The Committee also recommends that thorough investigations should be undertaken
by the Kenya Anti-Corruption Commission to ascertain the propriety of the amount
of Kshs.40 million worth of royalties paid by Dominion International Ltd, with a view
to holding the officers involved to account.

3.1.4 Siaya Municipal Council

The following were the observations made by the Committee:
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yo it was claimed that ihe locals had cstablished a habit of resisting new Clerks whenever
ihey are posted to the Council since the locals want only their own sons/daughiers to
serve as Chief Officers.

n) The Municipal Council does not respond to audit queries at all.

i) The Town Hall building had been under construction since 2004 using LATF funds,
however, there seems to be no progress, as the hall is still incomplete and poorly
constructed.

iv) The Council constructed the hall in a casual manner without professional regard, ie.
there were no designs or bill of quantities for the building construction.

v) The contractor for the town hall was also single-sourced.

vi) The Council also purchased a second hand Nissan vehicle, (quoted to have cost Ksh. 2
million) contrary to Government financial reqgulations and procedures.

vil) A cashier (who is a junior officer) in the Council had been made a signatory of the
Council’s account, also contrary to financial regulations.

The Committee recommends that the Ministry should ensure that junior cadre staff
should not be retained in one station for a long time. There is need to transfer them
in order to minimize the likelithood of influencing council activities like elections.
There is also need to foster teamwork amongst the staff of the councils to enhance
overall cooperation.

The Committee also recommends that the Permanent Secretary, Ministry of Local
Government should institute disciplinary action against any officer who
misappropriates council funds. The Committee further recommends that the officers
who failed to adhere to government financial regulations and procedures should be
disciplined. In situations where councils disrespect or refuse to acknowledge new
chief officers, such councils should be denied LATF disbursements during such
period.

3.2.0 WESTERN PROVINCE
3.2.1 Vihiga Municipal Council

The following observations were made:

i) There were unresolved disputes over division of assets and liabilities especially after
delinking from the original largercouncil.

i) Most of the projects had no records, making it difficult to capture them in books of
accounts.

i) Diversion of 2006/2007 fuel funds and roads funds e.g. fuel funds diverted to salaries,
without authority.
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w) 1here was Tailure to adhere 1o procurement regulations.
v) Roads funds werc unaccounted for.

vl) Kshs.1 million paid to tax consultants to mitigate with KRA
vil) Ungualified accountants working for the council.

viii) The Committee visited the Chavakali Market project in the area (earlier discussed).

The Committee was concerned that there was lack of adherence to government
financial and procurement regulations and recommends that disciplinary action
should be taken against officers who flouted government regulations.

The Committee also recommends that adequate professional staff should be
deployed to the Council to ensure that accurate books of accounts are kept.

3.2.2 Kakamega Municipal Council

The Committee observed the following, during the visit to the Council:

) The Council currently has no market; since the only one which was previously there
was condemned.

i) The Council has the highest level of financial indiscipline as half of the cash collections
are not banked.

i) There are also multiple dishonoured cheqgues.

iv) Diversion of funds is prevalent.

v) Failure to adhere to procurement regulations.

vi) Payments are made without supporting documents.
vii) Poor record-keeping is the order of the day.
viii)Presence of poor record of debtors and creditors.
ix) Presence of multiple unsurrendered imprests.

x) Salary arrears.

xi) Purchase of second-hand vehicles.

The Committee recommends that the Permanent Secretary, Ministry of Local
Government should ensure that disciplinary action is taken against the officers who
do not adhere to laid down financial regulations procedures.

M
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2.3.0 RIFT VALLEY PROVINCEZ

.1 Eldoret Municipal Council

[oFS)
[95]

The Committee made a visit to the Municipal market and Hawkers’ market, and noted the
foilowing:

i) The Council was affected by the post election violence.

i) The two projects i e. Municipal market and Hawkers' market observed were relatively
good, but had variations which were caused by professional negligence of the
supervising and the planning engineers. The initial drawing plans excluded vital
elements such as provision for sewer and drainage system, among others. The
elements that had been excluded were later included and formed part of the variation.

The Committee recommends that the Institute of Engineers should bar the
officers involved in professional negligence from practicing.

3.3.2 Molo Town Council

The Committee noted the following-issues:

1) The Council does not keep proper books of accounts.
i) Their accounts lack supporting documents.
il The Council does not respond to audit queries

v) The Council is engulfed by Nakuru County Council and therefore its revenues are
affected/restricted by the County Council.

v) The Council was affected by the post election violence.

The Committee noted with concern at the failure to keep proper books of accounts
and recommends that Chief Officers who fail to keep proper books of accounis
should be disciplined.

3.3.3 Nakuru Town Council: (Public Hearing)

The Committee held a Public Hearing in Nakuru Town Council Hall. It was noted that the
locals appreciate the present efforts of the Municipal Council in improving its general
performance. There was great concern on the projects designed and undertaken by the
UDD without consulting both the council and the local residents. It was also noted that the

Council does not have adequate staffing.

The Committee recommends that UDD should not undertake projects without

liaising with the respective local authorities at all stages of project implementation.

W
R —e—e—e— — — — — — ™ ™/ ™ — ™ ™ — e}/

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

43



3.4.0 NAIROBI PROVINCE

The Committee visited the Cemetery Land in Mavoko purchased by the City Council of
Nairobi. The Committee rnoted the foilowing issues of concermn.

i) The land was not suitable for graves since the topography is rocky.

i) The neighbouring community was not consulted and does not accept the land to be
used as cemetery.

iii) The Chief Officers of Nairobi City Council did not seem to know the exact location of the
cemetery land.

After the inspection tour, the Committee resolved that the Controller and Auditor General be
requested to carry out a special audit on the land.

The Committee noted that the Controller and Auditor General has since presented a
special audit report on the matter. The special audit report has also been examined
by the Committee and a special report of the Committee on the matter shall be tabled
as soon as possible.

3.5.0 CENTRAL AND EASTERN PROVINCES

(a) The Committee visited Embu Matatu/Bus park. As earlier indicated on pages 29-32, the
Committee observed that the works reflected poor workmanship by both the contractor
and the supervising engineer. The Ministry did not ensure that before the certificates
were paid, inspections and proper value of the work done had been ascertained.

The Committee noted that the resident engineer was also the project manager,
responsibilities that should have been undertaken by two different officers. The
Committee also noted that the contracts were poorly designed to the advantage of the
contractor and to the detriment of public interest, leading to poor workmanship and loss
of public funds.

(b) The Committee also visited a community social hall undertaken by Nyeri County
Council. The Committee made the following observations in the Social Hall: -

(i) The project was incomplete and stalled;

(i) The structure was semi-permanent, made up of low quality timber, iron sheet walls
and a weak floor;

(i) The Council ignored tendering procedures when obtaining the building materials;

(iv) The Government did not get value for the money so far spent.

(v) About Ksh. 470,000 had so far been spent on the project.

(c) The Committee further visited the following CDF queried Projects in Ndaragua
constituency:

() Baari Dispensary: The Committee found that the wiring and electric accessories for
the dispensary (that had been queried by the auditor) have since been procured and
fitted.
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(i Lightning arrestors at 5 Prin % The Committee verified that the

lightning arrestors that were queried by auditors were installed but there was no
documentation and proof of purchase. Also, thete was no verification as to whether
the arrestors were functional or not.

The Committee recommends that a specific audit should be undertaken on the
community social hall undertaken by Nyeri County Council with a view to
ascertaining propriety of public funds and taking appropriate action against culpable
culprits.

3.6.0 NORTH EASTERN PROVINCE

The Committee visited the following projects and made observations:

3.6.1.1 Garissa bus park project: This project was exhaustively explained earlier on pages
27-28.

3.6.1.2 A livestock holding ground undertaken by the Garissa Municipal Council and had
stalled. The area measures 1.7 km? It was to be constructed at a cost of Kshs. 8
million so that the communities from the region would use it for their livestock while
vaccinating them before they are exported, and also as holding area for the local
market.

Below is a picture of the area:

The holding ground has a loading bay that is situated a few kilometres from the area. The
loading bay was to be constructed at a cost of Kshs. 5 Million but has since stalled. The
projects stalled due to lack of proper consuiltation between the leaders and the locals prior
to undertaking them.
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The Committee noted that the Government did not get value for the money spent on
the livestock holding ground and recommends that investigations should be
undertaken with a view to ascertaining the propriety of the Kshs.8million, and
holding responsible the officers involved in misappropriation.

The Committee further noted that the livestock holding ground is not presently
utilized due to political interference. It was noted that the site currently utilized (and
which is near Garissa town) is not sustainable in the long run for the growth of the
town.

The Committee recommends that Garissa Municipal Council should ensure that the
new site is utilized. There is need for the Council to secure the piece of land in its
custody.

3.7.0 COAST PROVINCE

The Committee visited a number of projects while in the Coast Province that included the
following:-

3.7.1 Maungu Lorry/Bus Park along the Mombasa-Nairobi highway. This project was
incomplete, though the Council had used Kshs.13 million; there was very little to
show for it. The bus park only had a fence, two gates and a bit of murram applied.

Here below are some of the present pictures of the project:
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3.7.2 Bondeni Pre-school is a groject that was funded using LATF funds. It consisted of a
classroom and an office that were put up at the cost of nine hundred thousand
shillings (Kshs. 900,000).

3.7.3 Two classrooms at Mabomani School, an on-going project that was being funded by
LATF from the Voi Municipal Council. The two classrooms were put up at a cost of
Kshs. 430,000 and were almost complete. The only work left to be done was
painting and furnishing.
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3.7.4 A slaughterhouse being cernsliucted by the Vor Municipal Council in conjunction with
the District Agricultural Office fiom the Ministry of Agnculture

Issues noted by the Committee in the councils visited:

3.7.5 Mombasa Municipal Council

a) There is possible mismanagement of funds in the council.
b) The Council is understaffed in almost every department.

c) The Council is heavily indebted due to poor financial management by former Council
employees.

d) Government agencies based in Mombasa like Kenya Ports Authority and the several
hotels do not pay rates to the Council.

e) There is poor record keeping by Council Officers.
3.7.6 Voi Town Council

The Committee held a public hearing in the Voi Town hall where a number of issues were
raised by the public. The issues included the following:-

a) The residents were concerned that they did not get value for their money since the
Council did not offer them adequate services.

b) There were a lot of discrepancies in the Council's accounts that were being presented
to the public.

c) Some of the projects that the Council officials claimed were complete in their records
were actually not done on the ground.

d) Some of the projects carried out by the Council were guestionable e.g. rehabilitation of
KANU offices.

3.7.7 Taita Taveta Town Council

At the Town Council of Taita Taveta, the biggest issue noted was that of the Maungu Lorry
Park that had so far consumed Kshs. 13 million, but the work done does not seem to be
commensurate to the amount spent. The project is still incomplete, notwithstanding the
“huge amounts so far spent. It was noted that the contractor inflated the costs soon after
winning the tender to construct the lorry park.

The Committee resolved that the Controller and Auditor General should carry out
special audits on the mentioned Councils, (i.e. Taita Taveta Town Council, Mombasa
Municipal Council, Voi Municipal Council) with a view to enhancing accountability
and recommending on the way forward.

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

48



6y

01027 - @3RILIWOD SUN0JY SPUN - Pue SaLIoYINY [BD07] 8y} Jo Loday [enuuy

Iill‘lil

psiepuslal aq 4 P17 SI0JDBLUOD jled sng
0] pue pajRUILLB] 80 1dy /0 924 251 leJouso |0y | auiaey ewepiy | ASllBA U | €1
uona|dwod 10§ 070 UOIONIISU0D sied sng
palapue)al aq o], 90 220 go aunp ve po}BID0SSY/||C)Y eunbBuadey) | ASlEA YIY Zl
Bujobuo 09 Mied
nue palaplslay o AIne 0 1dy gl uonNINNSUOY |emay sng jouteqey | A8jjeA Ui LL
ayeiduiod
fenueysgns 0D Yied
pUB palapusiay 90 22Q GO qo4 L€ UOI2NHSUOD BYWId sng oquwabQ ezueAN 0l
218|dwod
Ajrenue)sgns yled sng
1NQ palBULIB]. /0 uer co Bny 66 slasuibug A0 100BS | 110BIN/OpUBMY ezueAN 6
Yed
lapusiay 2 uonoNIIsSuUo) sng eysueyay|
tepun payajdwon 00l 60 %8 LE [ejauag Isjos] | jo uopajdwon ezueiN 8
3ied
2)pidwio) 0oL o0 ga4 G0 e\ 9z uononasuo) |0len sng ediweAN ezueiN L
wiejqosd
nury HUIM0||04
pajeulwla} 0 10 ey 90 JeN rAZ sasldiaiug euyense) Mled sng IoA 1secd 9
Sied
_ ovadwon 001 90 Ainp g0 Jdy 78 uononssuo) AIOPIA sng Ipulleiy }SEQD g
dled
8j8/dwo) 686 00l 90 93d G0 a2 99 pajepljosuo) eonN sng oyouay | ASlleA YIY 14
| 91o1dwon GlL'g 001 g0 Ainp G0 4dy LE pajepijosuod eoniN | SHed sng enepy [eljued £
, ‘0D
‘ ajedwion 00} 90 AON 50 Jdy gy uolPNASUCD MeT ulg | died sng ISIN ezuedN Z
| 8je|dwod 00} 90 uer S0 9o Zv pajeplosuo) eaniN | sed sng 1awog | AsiieA i L
(suolin
| (suoljiiin auop "sysH)
m Ul "SYsH) HJOM ajeq ayeq wng
| SHiBWway | uoljelrep JL LA uonyajdwon | juawaduswiwog | joejuO0) 10joesjuon | awepN josfoid | edulrold | "ON

$007 FDONIS NOILVIARI QNI 120U d (AW INFNIIVITC HZME&OAM\VMQ NVdA(L

S103royd Myvd snd




0§

0107 - @9)HWIWOY) SJUNODdY SPUNS pUE S31jLI0UINY [BI07 8y} JO poday jenuuy

e e ]

— S ———

— —

S —

09 J0 abeuteiq
syaidwe) 00} L0 Bny ,0 434 b UoidNIISUOD PEAIS g Buined Aaljen Y Gc
0D SERIE
sr91dwog 00} /0 1dag 90 BN 19 pajepijosuo) eonN | nobuianyedeyio |eJjusd | ¥Z
: 2je[dwio) 00} 90 1deg GO J1eN 9y 5J0)0BNUOD BINJENNA 11BN BPUBNT UIB)SOAA €z
SN
ngmyN ‘refueny
2)8|dulo) 001 L0 18N 90 i GS 8SNOH MOJ|BA ‘BIYOHIAIA uisjses [44
SN DUNISIN
SIOJOEAUCD | 'BAB[BIN ‘BI8BMUD
” ejadwion 001} 10 go4 g0 Jdv T4 [Be1aua9) PIINGISaM ‘Auomjosdey SRENSI=TY Y 12
« ENIEI
W_ oja|dwio) 00} 80 1N L0 JeW L9 P17 SyJOM BiebuQ BAUNUINA IQOJIEN 0c
M (suotilly
| (suolIiy auop "SYsH)
“ uj "sysy) Niom ayeq aje( wng
| SYJEWaY | UOonelIBA jo o uonajdwon | jusawadsUsWWOoD joeUOD 1010e5jU0Y | aweN jo8fold | 9d3UlAOld | 'ON
31va Ol — 600Z S123rodd 1INV
| WNS LOVHLNOD
w 26 TvLOL
M SHIOM
_ BUIpURISING 10} 00
! pasapudiel 8q 0) Le 80 1dy L0 984 o UoNONSUOD fema) | Yied sng IN)Y ulejsed | 6l
! siie1s
; _ slojenjuo) | 19BN pue Mied uisjse
9je|dwo) 001 80 Hny JREE! - ¥6 pue sa/empleH UEJEN sng elapueiN UHON 81
! BuloSup ] | SAEM WIEd | SBd Sng BjaAe] 1SEon | /L
! “,_ | V*Lm&
| | sng essies
.,, _ JO SYIoM
S10}9BJU0D Buipueysino ulajseq
| S ee) vl vy 0014 60 Bny S0 Ainp 8¢ pue aiemplieH el | jo uon|duiod YHON | 9}
; Bulobuo 00 UOONIIsU0D »ed
1 Ppue halspusiay 08 - - 6¢ b3 ajduy | sng tapuy OHIN uisisey Gl
‘0D 3ied
paeuilLa] 10 feiy go Idy 26 uolioNIsuo Jojelge sng jejeie|y Aajlen Uiy i




18

0107 - 88)IWLU0Y SJUNCODY SPUN PUB SaljLoY)Ny |B207 8} JO uoday |enuuy

ﬂl\

———

J0AD PapUBRY B)IS LL-1BIN OL-1BWN g1¢ uononisuon Aemuied | g 1I9MIBN BIBABL 1SEOD 8%
UonoNIsuUo)
BuloBuQ oY LL-1BN 60-1BIN GeL |Blaua wojsny 1931y obuoy ezueiN YA
uonoNIISUCD
BuiobuQ L1 0L-Aen 60-AEN 99 piozadell | 1avlely ebueip UJB)ISSAN Ly
uonoNIISU0)
! BricBug g9 0l Ae 60 Ay 6Y [BIBUSD WO)ISND 19BN HINUY welsep | OF
w BuwobuQ 1S oL Aep 60 AR b s1010B0U0D) opIdeYy | 19MIBIN OlesImy UJBISOAA 6€
%
g6 g0 dag .0 AON 8¢ UOIIONAISUOD 0I0SY | }aXiel njeAulys UIB1S9MN a¢
SENIEY
ajequeN
0D R {EXEABUD
EuoBup 20l £/ g0 dag Joeunp 66 UOIONIISUOD DIOSY ‘aroing Uls}sapi JA>
19)eiN
a18/dwo) 00l 80 Bny 80 uer £z 510)0B1U0D) |\ 8lenbg ebuetuery eljuan a¢
Bulleauibug
Buiohup 0l 60 Bny 80 9o 4 swwa4 ey | 1o%eN eblempy lejuad | G€
ﬂ SENE
| 00 BINED B
| zyadworn 001 60 1IN0 9o uer 98 uonoNASUOD PEAIG | EBlemiy ‘ebuey| jeljua)n ve
. i suog | syayew einAung
W Luzug ! 09 60120 /0120 ofe) 9 ybuig ueysig Jekey % BLIOJOIA HOd uleisapm | €€
_ UoRdMIISUC)
| pesewwis | Sy g0 Jdv L0 Jdy Sy EMUWINOIN 1SRN 1INIBY enuag | Z¢
, 0D 19BN
_ ajaiduwion 0014 Q0 1dy 90 a94 $9 uolonisuocy |oie)d oquiobey ezZueAN LE
M UoI}oNIISUoD BENIE
m Buiobup LZ'62 ol 0L leny 80 JBIN 69 |[Blauss woisn)d eAelg @ opuoq ezuelAN 0¢
| N
_ PalIBiS GZ 60 Jdv 80 Uer 6.1 slojoenuo) W alenbg SPUE{ISSAA IqoJIeN 6¢
_ 09
_“ 9jeidwio) 00l 80 299 gg das 08 UoNoNISUOY (018D 11BN 0Jayy BZUBAN 8¢
w P
| BuioBug 98 G6 01 Aein 60 ABW v8 siojoeljuoD uejely | 18xten obligaey ezuedN | /C
1 | P EE
, f.ofun S L1 4B 0} ten o] LOIDNLSULT) UBW|INS oBuoisueAN ezueiAN oz
, neey |0

18 PIA BLWININK




(42

0107 - 881)ILUWOY SJUNCDDY SPUNS puUE SaNLIOYINY [BO0T au) JO Hoday [enuuy

e S

—

sysldwon 001 60 ABN 10 Aey 8 62V U0ioNASU0Y) 010AN JO uoloNIsuoD 1qolleN o
, 1q041EN
_, Ul Speoy
2R obupe
: 2j9[dwo) 069 001 80 1B 10 18l pel uononusuo) AIojdiA | ualey 'luebued IqOIBN | S
i speoy dIysumo].
W 2)9|dwWo) L0 AON GO AON £61 00 UoidNIsSUo) 387 ewabuey jenusd £q
' fuedwod | jouysid eBiuiA
LONONASUOD | Ul prOY 8}8pniy
i RERe /L6 90 Ainr G0 Anr LE) auojsabpug — ahoboyf wisysepy | 2§
) U“m,mu_rr,oo speoy
- fienueisgng 00} 80 AeN S0 ABW 0£9 lWeys emip v/ ssed-Ag UsIM ezUeAN | |G
Auedwon
i LOI}ONISUOD speoy
M 213jdwo) 8. 0L 001 80 1B 80 Uef 89 pINgiss;, diysumol niaiy ulsjse3 0§
- Auedwon
; yononnsuon | speoy diysumol
9je1dwo] L0 1dy g0 aunp L2 PINGISOAA akngam uleisep | B¥
_ P17 S10)0BIUOD speoy
p 218)dwon go des 10 1dy Vel |eJsua9) pIINGISOM | dIYSUMOL exIyL [enued | 8y
! speoy
n atedwoy L0 Bny 90 924 88 pajepljosuo) eonlN | diysumol HahN [enuad | Ly
! uononijsuo) | speoy diysumo]
m moidwos gg aunf G0 Jdy p8 ebeAuliry e Bueiniy feusd | 9y
| ) speoy diysumoj
1 S18IGLCT 90 das 5o deg 8 "00) UONONIISUOY) 837 uIaMINY N enued | oy
‘pi7 UoljoNIISuU0) Speoy
212, dwon 004 90 Inf 0 AON 08 pajeossy | diysumol nquiz uloiseq | vv
m (suonniy
_m (suolfliiv auop "SUSH)
m uj "sysy) ¥IOM ayeq ajeq wng
SYIBWAY | UORBURA Jo 9, uonadwo) | juswadusWWo) | }oBjjU0D lojoeijuog | awepN joafoad | @dsuiroid | ‘ON
SL23rodd avoy
WNS LOVHLNOD
8062 V1oL

Niegd sng




€S

0107 - 23)IWLWOY SIUNODY SPUN4 PUB S3RLIOUINY [BO0T 8y} JO poday |enuuy

i

WNS LOVYINOD

ﬁ
" _ 8'16G¢ TvYLOL
| _ abeureiq
! P nofey 10
__amdacy | ov 001 L0 Eny /0 9o € UOIONIISUCY PBAIS | JO UOKONHSUOYD enuad | +9
i _ umMOo|
M euebeg u speol
V SJ0]0BIIUOD poajosas Jo
' fufugp o} aunp 60 1B vi€ |[elauss) plINgISap) uononsuodsay jenuad €9
# umo| aAngapa
, SI0JOBAUCD Uy surelp
“ Buobugp ol Aen 60 ABIN GH [elauas) pIngISapn 181BM WLIOIS UI9ISSAN 29
“ UMo, jawiog
_ ut Bunybi 19818
A_ 10 uonoalg
m puE SUulBJp
m ‘P J81em WI0)S
: BunBup Ly Aewy 50 Aely a4 nsjeuie)] nsjasusy | ‘speoy pejosies | AsjileA uiY 19
j fedpiunpy
_ eBIYIA
piT| ul peoy aleql
Buicbup 0L el 60 Ael\ 0S1 nsjeyiey| nsjasusy -lequesio UIBISBAA 09
ayndsip
puey Buimol|oy siopeljU0) | speoy ssaooy
papuadsng 60 INT 60 1B e Buipling oyooyaIH eminyiniy IqoJieN | B9
a1e|dwod sioyoenuo) Buipiing UMO| ajemy| ul
Aenueisgng 0} Jdvy 60 uer LEL pue asempley uejepn speol poaos|as jseod fele
speoy
Apedioiuniy
a19|1dWwo) 60 Bny 80 Aen €z sasudiajuz 1By eBaweyey U181SSAA A
SUMO]
sniny pue
aedwo) UoloNASUD efoBniayf ul
Airpueisgng 80 AON L0 NON 852 |eJaua piINGISap | SPeoy pajosies enued | 9§
1qolleN
ul ur Buissiy
L P11 0D peoy 1uoMI]




¥S

0107 - @9)IWWIOD SJUNOJOY SPUN4 PUE SAILIOYINY [BD0T 8Y} JO Hoday [enuuy

e S e — — B M e e ————
o SO)BID0SSY
. a@idwa) 00} £'€9 MOINIA pue INpay UIBISBAN VL
, 1SEQD puE
! 812dLWoN 001 909 SJauUed PUB BPOD uja)se3J-yuoN ‘uleiseq 0/
; slasulbug
Buninsuon
29!dwo) 001 8'EY }nsuoaiun [ejua) pue IqoJIEN 69
: (suolllliN auop (suoljiN
uj 'sysy) dlom ayeq ayeq ‘sysyj} wing
i syletuay uopelep 10 ¢ uonajdwon JUBLWoUBWWO D) joBJUOD juejjhsuon uoibay
SAILLIMOHLNY
w007 NI LNIWIDOYNYIN ANV ONINNY1d ‘LNFWJOT3A3A ‘FONVNILNIVIN AVO NO ONIATING ALIOYHVYO ANV JONVLSISSY IVIINHOGL
_ NS
| 1OVHINOD
! [ A> TVLOL
| (essueo pue o|0IS|
“ "18AN ‘nuninyeAN'nAuEN)
” SUMO] G J3)sN]D
! slauped 10} yodsues) pas0joN
g191awe) 001 g0 )des G0 Y2IEN } 8 pue 2ulQ -uoN uo ubisaqg paliejag 89
(st}
_” pue jaopi3 ‘ebaweyey)
w siaauibug ‘nwiNs|) sUmo] Z 1a83snjo
, funinsuod Jo} saaneniu| Ajajes
W 3;9(dWoy 001 G0 1dag GO YolelN 9 ynsuoowez | peoy uo subisap pajiejeq L9
; (essiies) pue 107 OMOABIN
| sleauibug ‘Il |) suUmo] | 19Isnid
; BuiynsuoD 10} saAneu| Ayajes
,_ aygdwo) 001 go dag GO e €6 Areiust peou uo subisap pajiejag 99
m (1IOBIN pUE ISy Y01eN
W S3)BI00SSY ‘ninyeN) sumo] ¢ 1a3snio
_ a19idwod 00l g0 deg S0 Jey 8 BlpUNyg 10} afeurelp j9}EM WI0IS G9
m (suollllin auop
! ul 'sysy) Yiom ajeq 818 | (SUOII "ySH)
M syletuay uoneliep 10 9, uonejdwon | JUdWBdUsWWOY | wWNg JoRIJUOD juR}NSUOD aweN joefold

S31aN1s ALigisvad




‘BuroBuc  aseyd

'9jojdwion  aseuyd

‘papund  Q4v

qS

010¢ - @3NHULLOD SjUN0ddY spun4 pue sajjuoyny |20 auj JO toamm |enuuy

— ninyeN pue esequoly Joj 309foid juswabeuey a3Sep  plloS

INIJWIOVYNVIN JLSVA A0S

AWNS LOVYULNOD
_ y'8¢€Z V101
L L slauped
! s10:dwog 001l L0L pue oBuopQ OUL. O ezueAN | ¢/




4.0.0 STAKEHOLDER EDUCATIN

After carrying out the inspectons I the respective regions, the Commitlee also held
meetings with all the Chief Officers from the respective Local Authorities, so as o brief
them on ihe Committee mandate, responsibility and expectations.
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CONSTITUENCIES DEVELOPMENT FUND (CTF) - 2008/2007 ACCOUNTS

The Commitice met the CDF Board on 12" October and 1 6" Movember 2609,

2006/2007 Accounts

Audit inspection of a few Constituencies Development Fund Committee offices and projects
disclosed some unsatisfactory matters. Some of these unsatisfactory matters are detailed
in the following paragraphs.

FINANCIAL IRREGULARITIES AT GACHOKA CONSTITUENCY DEVELOPMENT
COMMITTEE OFFICE

Nugatory Payment

1307. Between July and October, 2005, Gachoka Constituency Development Committee
disbursed grants totalling Kshs.1,100,000.00 to six project committees for scooping one
dam and constructing five earth dams. The Kshs.1,100,000.00 contract was awarded to a
Nairobi company without competitive bidding contrary to Government procurement
requirements that at least five (5) quotations be invited for each purchase and adjudicated
by a tender committee. It is, therefore, not clear how the contractor was identified and
selected. However, the scooping and construction works were to start on 3 January, 2006
and end on 28 January, 2006 and in any case not later than 15 February, 2006.

1308. Available information indicates that in October and November, 2005, the contractor
was paid a total of Kshs.821,000.00 for the six dams, long before commencement of the
work and the signing of contract documents. This is contrary to regulations which require
payments to contractors to be made only on receipt of suitably certified payment vouchers
supported by summary statement for payment on account from the technical Ministry which
under the circumstance, was the Ministry of Water and lrrigation.

1309 Itis also noted that the contractor abandoned the site some time between December,
2005 and March, 2006 upon receipt of contract part payment but prior to commencing
work. An audit inspection carried out at the Gachoka Constituency Development
Committee Office and site visits in March, 2007 confirmed that no work was done on the six
dams and the contractor had not been traced. The position had not changed as at October,
2007. In the circumstances, | am unable to confirm the propriety of the Kshs.821,000.00
irregularly paid to the contractor or that it should remain charged to public funds.

The Committee h-ard evidence from the Accounting Officer that the contractor, M/S
Deep Blue Construction, was not competitively selected, and received partial
payment before construction work began, going against government financial and
procurement regulations. The Committee also heard that the project had stalled, with
no work ever commencing on the dams, as the contractor abandoned the site. The
Committee was further informed that the CDF board had instituted police
investigations against the contractor, but this action had not borne fruit.
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The Committee noted that the contractor had been paid for work which he never did
and recommends that he should be compelled to refund the sum of Kshs.821,000,

The Committee recommends that the Accounting Officer should ensure government
financial and procurement procedures are adhered to, failure to which the officers
found culpable should be disciplined.

The Committee also recommends that the Accounting Officer should conduct follow
up to find out the status of the police investigations so that the contractor accounts
for the funds.

The Committee further recommends that the exercise of jump-starting the stalled
projects countrywide should be hastened to avoid further loss of public funds.

Payment for Services not rendered

1310. The Gachoka Constituency Development Committee, in January, 2005 and August,
2005, paid a total of Kshs.935,000.00 to Kiambere Mixed Day Secondary School for drilling
a borehole. The drilling contract was awarded to another Nairobi company in September,
2005. However, no evidence was made available to confirm that the firm was competitively
sourced as required by the Public Procurement regulations. It was therefore, not possible
to establish how the contractor was identified, the projects contract price and its time
duration. However, the contractor on unspecified date started the drilling works but was
unable to continue due to machine breakdowns. By the time he formally discontinued the
works, the school Board of Governors had already paid him a total of Kshs.383,950.00.

1311. The Board of Governors decided to waive an amount of Kshs.140,000.00 but
demanded a refund of Kshs.243,950.00 of the amount paid to the contractor. This waiver
by Board of Governors contravened Government Financial Regulations and Procedures,
which places this responsibility on the Treasury. The contractor paid the balance in form of
instalments between July and October, 2006. However, the last three cheques totalling
Kshs.150,000.00 were dishonoured for lack of funds and have not so far been replaced.

1312. A site visit to the school in October, 2007 revealed that the works had been
sub-contracted to another company who had completed the works at a contracted sum of
Kshs.674,750.00, bringing the total cost for drilling the borehole to Kshs.1,058,700.00
including Kshs.383,950.00 paid to the former contractor.

1313. Although the project has been completed, no explanation has been provided on how
the original contractor had been identified and selected in the absence of competitive
bidding, how the waiver for Kshs.140,000.00 by the Board of Governors will be regularized
by the Treasury or how and when the outstanding debt for Kshs.150,000.00 owed by the
former contractor on the dishonoured cheques will be recovered.

The Committee heard evidence given by the Accounting Officer that the funds
disbursed to the borehole drilling were Kshs800,000 and that there was competitive
bidding. The winning contractor (M/s Watermax Drilling Systems Ltd) was paid

P e ]

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

58



she333.0%g oy July 2005, This was 30 per cent of the furds 22d was meant Tor

sl
drilling 20 mowes.

The contractor abandoned the works atter drilling 54 metres since a set of drilling
tools and fishing hook got stuck after the upper formation collapsed. The contractor
abandoned the project after incurring a loss.

On the matter of advance payment, the Board of Governors entered an agreement
between the contractor and the school, for the sinking of the borehole. It was stated
that 40% would be paid on mobilization of the drilling plant, 30% on drilling 40
metres, 20% on drilling 80 metres and 10% on completion of works. The payment of
Ksh. 383,950 which is equivalent to 70% was based on the agreement.

The Committee noted that there was no competitive bidding on the first contractor.
The Committee also noted with concern the manner in which the contract agreement
was designed without regard to the need for security or a performance bond tagged
on the contract.

The Committee further noted the lack of initial contract agreement and the lack of
competitive bidding that would have made the contractor consider the opportunity
cost of undertaking the contract.

The Committee recommends that the Accounting Officer should ensure that the
whole amount is refunded without delay.

UNACCOUNTED FOR FUNDS KAJIADO CENTRAL CONSTITUENCY DEVELOPMENT
FUND

1314 Examination of records maintained at Kajiado Central Constituency Development
Fund Office revealed that on 7 August, 2006, the Constituency Development Committee
(CDC) approved fifteen projects valued at Kshs.37,244,128.00 for funding in 2006/2007
which as at 30 June, 2007 had reached various stages of completion.

1315. The Constituencies Development Fund National Management Secretariat Circular
No NA/PSC/CDF/2004 of 30 November, 2004 requires that funds disbursed to the projects
be accounted for through surrender of receipts, invoices, quotations among others, to the
appropriate Constituency Development Committee for onward transmission to the District
Development Officer.

1316. However, contrary to the above requirement, out of the Kshs.37,244,128.00
disbursed to the projects, documents in support of Kshs.3,300,000.00 disbursed to
Enkonka Secondary School have been produced for audit verification leaving unsupported
disbursement of Kshs.33,944,128.00. In the absence of the required documentation, | am
unable to confirm the propriety of the Kshs.33,944,128.00 expenditure incurred on the
projects.

The Committee heard evidence given by the Accounting Officer that the project
documents were later forwarded to the auditors.
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I he Committee recommends that the Accounting Officer should always ensure that
documents pertaining to all projects should be availed at the time of audit, failure to
which the officers found culpable should be disciplined.

The Committee also recommends that the Accounting Officer should take
disciplinary action against the officers who failed to avail the documents.

The Committee further recommends that the CDF Chief Executive Officer should
have monthly records to be used as tools for management.

UNACCOUNTED FOR KIMILILI CONSTITUENCY DEVELOPMENT FUND

1317. As indicated above, the Constituencies Development Fund — National Management
Secretariat Circular dated 30 November, 2004 requires Constituencies Development Fund
(CDF) disbursed to projects be accounted for though surrender of receipts, invoices,
quotations, bank statements etc by the project committees to the Constituency
Development Committee.

1318. Examination of records held by Kimilili Constituency Development Committee
disclosed that an amount of Kshs.18,855,000.00 was disbursed to various CDF projects.
However, the required documentation in form of quotations, receipts, invoices, minutes of
Projects Tender Committee on adjudication and award of tenders, among others, to
account for projects’ expenditure at different levels of construction were not produced for
audit verification. In the absence of documentary evidence, it has not been possible to
confirm the propriety of the Kshs.18,855,000.00 expenditure.

The Committee received evidence from the Accounting Officer that all the
documentation from the Project Management Committees (PMCs) had now been
received by the CDF Board with the exception of Tongaren Horticulture Project. The
Committee also heard that there was insufficient information pertaining to this
project, but the issue was under scrutiny by the CDFC, and would possibly be
forwarded to the Kenya Anti-Corruption Commission for further investigation and
action. The Committee also noted that there was poor bookkeeping done on the
projects during the handing-over to the new PMC.

The Committee recommends that the Accounting Officer should put measures in
place to ensure proper documentation is done for all projects and handed over once
the projects are completed. The CDF Chief Executive Officer should design standard
forms for proper documentation of accounting.

The Committee further recommends that the Accounting Officer should ensure that
documents are availed for audit verification at the time of audit.

N T e e e ]
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IRREGULAR FUNDING OF AN ASSOCIATION THRGUCH FUNTUL
CONSTITUENCY DEVELOPMENT FURNID

1319 Examination of records held by Funyula CDF, revealed that an amount of
Kshs.1,010,000.00 was irregularly set aside and depostted at the Funyula Financial
Services Association for the purpose of lending upcoming businessmen, women and seif-
help groups initiated by individuals with a profit motive. This is contrary 10 the Constituency
Development Fund (CDF) Act, 2003, section 21(1) which requires projects under the Act to
be community based in order to ensure that the prospective benefits are available to a
widespread cross-section of inhabitants of a particular area. It is noted that the prospective
benefits of the projects funded through Funyula Financial Services Association are not for a
widespread cross-section of Funyula Constituency inhabitants. The Association does not
therefore in my view, appear to qualify as a community based project for the purpose of the
Constituency Development Fund. The recoverability of the Kshs.1,010,000.00 held in the

above stated Financial Association cannot also be confirmed.

The Committee heard evidence given by the Accounting Officer that the project was
approved in the financial year 2003/2004 which was the commencement year of the
fund, and was faced with a myriad of challenges in the identification and planning of
projects. The Board has since streamlined some of the operational challenges and
built capacity.

The Committee also heard that the Board has since terminated the services of the
Chairman of Funyula Financial Services Association and he has been asked to
refund the principal amount of Ksh. 1,010,000.

The Committee noted with concern at the lack of operational guidelines in the initial
stages of the CDF in terms of identification and implementation of projects.

The Committee recommends that appropriate action should be taken by the Board to
recover the funds allocated irregularly.

PROCUREMENT IRREGULARITIES - MBITA CONSTITUENCY DEVELOPNENT
COMMITTEE (CDC)

Procurement of Schools Desks, Chairs and Lockers

1320. Mbita Constituency Development Committee on 18 December, 2006 entered into
contract with two firms to supply school furniture. One company was to supply 3,030 school
desks at a unit cast of Kshs.1,550.00 per desk and total contract price of
Kshs.4.496,500.00. The other company was to supply 3,030 school desks, 860 chairs and
960 lockers at unit costs of Kshs.1,550.00, Kshs.1,728.40 and Kshs.1,975.30 respectively
and total contract price of Kshs.8,052,052.00.

1321. The contracts were entered into without competitive bidding contrary to Government

Financial Regulations and it is therefore, not possible to establish how the two firms were
identified to supply the furniture.
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1377 1 was also observed ihst in January, 2007, one of the companies was paid
Kshs 1,878 600.00 and the other one Kshs 1,422,220.00, long before delivery of any of the
furmiture items. Although the latter contractor, had in returning the quotations, indicated that
the works would be completed within 120 days after the award of contract, in May, 2007,
deliveries for 3030 desks, 512 lockers and 128 chairs had not been made while only a
balance of Kshs.951.316.80 out of contract sum of Kshs.8,052,052.00 remained unpaid.
The delay in completion of the contract and partial delivery of the school furniture, had
inconvenienced the beneficiaries of the project.

1323. The District Development Officer explained that the Constituency Tender Committee
(CTC) resolved to pay a 40% advance of the contract sum to each contractor in order to
facilitate urgent completion of the works as a number of pupils were sitting on the floor,
thus making learning difficult. He also explained that the committee preferred request for
quotations procedure to open tendering procedure, to ensure funds allocated to the
constituency were used to promote local business community. The explanation does not
however, justify breach of the Public Procurement and Disposal Act and Regulations.

The Committee heard evidence given by the Accounting Officer that the CTC
considered the matter to be urgent given that the schools had opened and many
pupils lacked the said facilities, and paid Ksh. 7,100,735.20 for part delivery of 3030
desks, 512 lockers and 128 chairs. 40% was paid in advance to both contractors in
order to facilitate urgent completion of the works. The CTC preferred request for
proposal so as to promote local business community, though it is contrary to
procurement regulations.

The Committee noted with concern that the CTC acted against the Public
Procurement and Disposal Act regulations by making payments to the contractors
before delivery of the goods. The Committee also observed that the Accounting
Officer failed to provide documentation supporting the purchase at time of audit.

The Committee recommends that the Accounting Officer should ensure that officers
who flout government procurement regulations and those responsible for loss of
public funds are disciplined.

The Committee also recommends that all the desks should be delivered without
further delay. The Accounting Officer must also ensure that, in future, three
quotations are received as per the law, instead of single-sourcing.

Irregular Payment for Drawing Plans and Bills of Quantities for CDF Projects

1324 Government Financial Regulations and Procedures require all receipts of money by
officers in their official capacity to be acknowledged promptly on an authorized form or a
standard miscellaneous receipt form and be paid to revenue or Appropriations-in-Aid.

1325. The following case was however noted to contravene these regulations. In a CDC
meeting held on 30 June, 2006 and attended by the District Works Officer — Suba District, it
was agreed that the District Works Office draws Plans and Bills of Quantities for Mbita CDF
projects at a cost of Kshs.3,500.00 per plan. On 23 and 31 March, 2007 cheque
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Nos 061931 and 061932 for Kshs.69,730.00 and Kshs 7.082.00 boein lotalling
Kshs.106,812.00 were issued in the name of the officer instead of the Disirict Works Ofiicer
for the services rendered.

1326. Although the above amount was supposed to be paid to the District Works Office, no
evidence was provided to show that was ever done. No explanation was also given for
paying Kshs.106,812.00 to an individual instead of the Government office. It is further not
clear how the fee of Kshs.3,500.00 per plan was arrived at.

The Committee also heard that the irregular payments of drawing plans and BQ for
CDF projects done to the District Works Officer (DWO) were for costs incurred in
purchasing of materials to draw the plans and BQs which were not within his annual
workplan as opposed to payments for services rendered. The consideration of Kshs.
3,500 was an approximation by the DWO during the CDFC Meeting but not the actual
charge for each BQ or plan drawn.

The Committee noted with concern that the payment was done in the personal name
of the District Works Officer and not with the office, which appears to be frauduient.

The Committee also noted with concern that the payment was made to the personal
name of the DWO and not the office. This amounts to fraud and the Committee
recommends that the full amounts should be recovered from the DWO, and the
officers responsible for such approvail should be disciplined.

FINANCIAL MISMANAGEMENT OF THE SABOTI CONSTITUENCY
DEVELOPMENT FUND

Unexplained Expenditure at Kitale Medical Training College

1327. In October, 2006, it was observed that Saboti CDF incurred expenditure of
Kshs.1,700,000.00 on renovation of the rented Kitale Medical College buildings. Kitale
Medical Training College is a Government School operating on buildings rented from a
private developer.

1328. In the same month, October, 2006, the Saboti Constituency Development Committee
approved a further Kshs.4,000,000.00 million towards purchase of equipment and college
renovation. It was observed that the Kshs.4 million cheque was deposited on 3 October,
2006 into a KCB account which had a nil balance. On the same day, 3 October, 2006,
before the cheque was cleared a cash withdrawal of Kshs.1 million was made. On 4
October, 20086, two cash withdrawals of Ks!is.1 million and Kshs.500,000.00 were made
thereby overdrawing the bank account by Kshs.2,500,000.00 prior to the cheque being
cleared. No explanation was given for these enormous cash withdrawals. As at 6
November, 2006, the bank account balance had been reduced to only Kshs.11,384.00.

1329. Physical audit verification conducted at the college in May, 2007 confirmed that no
renovations were done in the college and no equipments were purchased in the financial
year 2006/2007. There was also no documentary evidence produced by the Saboti C.D.F.

to support the Kshs.4 million expenditure. The propriety of the Kshs.4 million payment
’_”f
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could not therefore be confirmed. Further, the lease agrecinent between Kitale Medical
Trairing School and the owner of the builldings was not aiso produced for audit veniication.
| was therefore unable to vouch and confirm the justification of Kshs 1.700,000.00
renovation expenditure con rented private buildings or the propriety of rent paid duiing the
period to 30 June, 2007,

Expenditure on Kiminini Water Supply that is unfit for human consumption.

1330 The Saboti C.D.F. as at 30 June, 2007 had spent a total of Kshs.6.400,000.00 on
Kiminini water supply project. However, records available indicate that Trans-Nzoia District
Public Health Officer on 8 April, 2005 wrote to the Trans-Nzoia District Water Officer
advising him not to allow human consumption of Kiminini Water supply project as it had not
been “conventionally pre-treated.” The water had been tested and found to be unfit for
human consumption. The same information was communicated to the Saboti C.D.F. Office
by the District Water Officer. It is not clear why Saboti C.D.F. spent Kshs.6.4 Million Public
Funds on a project that had not been sanctioned by the Public Health department and
could endanger people's lives.

Failure by Saboti C.D.F. to maintain Projects Accounting Documentation

1331 Examination of Saboti C.D.F. records revealed that a total of Kshs.56,359,045.00
was disbursed to various projects within the constituency. However, contrary to the
Constituencies Development Fund — National Management Secretariat's circular
No NA/PSc/CDF/2004 dated 30 November, 2004 that require funds disbursed to projects
be accounted for, no supporting documents were made available for audit verification to
support the disbursements. In the circumstances, | am unable to confirm the propriety of
the Kshs.56,359,045.00 expenditure disbursed.

The Committee heard from the Accounting Officer that the financial improprieties
that occurred in Saboti Constituency had been brought to light, and were already
under investigation by the Kenya Anti-Corruption Commission.

The Committee recommends that the Accounting Officer tighten the structures in
place that govern the use of or access to project funds to reduce or eliminate the
opportunities for misappropriation. The Committee also recommends that the
Accounting Officer should follow up on this matter with the Kenya Anti-Corruption
Commission to its conclusion.

______—____—__————___—___——M——————
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OUTSTANDING TEMPCRARY IMPREST - KITUI  WEST CONSTITUENCY
DEVELOPMENT FUND

388 Records held at the Kitui West Constituency Development Fund show that imprest
totalling Kshs.2,470,394.00 were outstanding as at 30 June 2008 from various officials.
Out of the above total, imprest amounting to Kshs.1,158,300.00 related to 2006/2007 and
earlier years. Failure to have the latter balance retired or otherwise accounted for has not
been explained.

The Committee heard that the imprest had since been surrendered in full.

The Committee, while noting the action taken by the Accounting Officer,
recommends that in future, the full amounts of imprests should be surrendered
within the stipulated 48 hours.

OUTSTANDING TEMPORARY IMPREST — MUTITO CONSTITUENCY DEVELOPMENT
FUND

389 Examination of imprest records maintained at the Kitui District Treasury revealed
that temporary imprests totalling Kshs.4,651,256.00 issued to Mutito Constituency
Development Fund officials between 12 June 2006 and 30 October 2007 had not been
surrendered or accounted for as at 30 June 2008. No reason has been provided for failure
to have the imprests surrendered or otherwise accounted for.

The Committee heard that the imprest had since been surrendered in full, despite the
delay in the surrender.

The Committee, while noting the action taken by the Accounting Officer,
recommends that in future, imprests should be surrendered within the stipulated 48
hours, failure to which the officers responsible should be disciplined.

LOSS OF CASH AT GATUNDU SOUTH CONSTITUENCY DEVELOPMENT FUND

390. Examination of bank records maintained in respect of the Gatundu South
Constituency Development Fund revealed that a loss of Kshs.246,000.00 against the Fund
occurred in November 2006. According to information available, the loss arose from theft
of two cheque leaves numbers 000099 and 000100 which were later forged and used on
15 November 2006 and 23 November 2006 to withdraw amounts of Kshs.80,500.00 and
Kshs.165,500.00 respectively from the Funds Administration Account maintained at the
Kenya Commercial Bank, Thika Branch.

391. Although the matter was reported to the Banking Fraud Unit, Nairobi for
investigation, the outcome of the investigations have not been disclosed and the amount of
Kshs.246,000.00 has also not been recovered.
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fhe Committee was appatled by this possible outright theft, implying possibt o
collusion between the payee and the bank officials and the fact that investigations
by the bank seemed fo be taking too long.

The Committee recommends that the Accounting Officer should hold the custodian
of the cheques responsible for negligence and should seek to establish who the
payee was. The Committee also recommends that investigations be conducted to
ascertain the bank’s role in precipitating this loss.

UNACCOUNTED FOR PROJECT FUNDS - NDARAGWA CONSTITUENCY
DEVELOPMENT FUND

392. Examination of project records maintained at the Ndaragwa Constituency
Development Fund Committee Office revealed that an amount of Kshs.500,000.00
allocated to two projects during the year under reveiw was not accounted for as detailed
below:-

Baari Dispensary

393. During a Ndaragwa Constituency Development Committee meeting held on 20
August 2007, Baari Dispensary was allocated Kshs.200,000.00 for purchase of unspecified
wiring supplies and electrical accessories. Payment of Kshs.200,000.00 was subsequently
made to Ndaragwa Dispensary Project Committee on 13 September 2007 through
payment voucher No.290632.

394. An audit inspection carried out at Baari Dispensary in October, 2008 however
revealed that no wiring had been fitted at the Dispensary and the electrical accessories
purportedly bought were not in the store.

395. In the absence of any evidence to the contrary, it would appear that the amount of
Kshs.200,000.00 was not used for the intended purpose and has not been accounted for.

Lightning Arrestors

396. The Ndaragwa Constituency Development Fund Committee, in another meeting
held on 16 April 2007, allocated a sum of Kshs.300,000.00 to Shamata Lightning Arrestors
Project from the Emergency Reserve Fund. The funds were released to the project
through payment voucher No.290616 of 29 August 2007.

397. A visit to the Ndaragwa Constituency Development Fund Office in October 2008
however revealed that the lightning arrestors had not been installed and no records for the
project were maintained at the office. The amount of Kshs.300,000.00 had also not been
accounted for or refunded to the Fund.

398. As in the previous instance and in the absence of any other evidence to the contrary,
the amount of Kshs.300,000.00 was clearly not spent for the intended purpose.
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The Comminee heard evidence given by the Accounting Officer that the Kshs.
200,000 for wiring the dispensary had been fully sccounted for and the instaliation is
complete. The projects were funded threugh the erergency item.

The Commitiee also heard that the four lightning arrestors had been installed in
Kametha Primary School amounting to Kshs. 195,000 and the bank balance as at 29"
December 2008 was Kshs. 102,956.50. The PMC is faced with leadership wrangles
and it is therefore not possible to access all the accounting documents although
there is pictorial evidence of the installation of the lightning arrestors.

The Committee noted that the response from the Accounting Officer was not
satisfactory and resolved to undertake an inspection tour for the two projects in
order to physically ascertain the accuracy of the facts presented.

Upon visiting the sites on 2"¥ November 2009, the Committee found that the wiring
and electric accessories for the dispensary have since been procured and fitted. The
Committee also visited Kametha Primary School and verified that the lightning
arrestors were installed but there was no documentation and proof of purchase.
Also, there was no verification as to whether the arrestors were functional or not.

The Committee recommends that the remaining funds of Ksh. 102,956.50 should be
used to purchase the arrestors for the remaining buildings in the schoo! and should
not be used for other purposes.

IRREGULAR EXPENDITURE - JUJA CONSTITUENCY DEVELOPMENT FUND OFFICE

399. Audit inspection exercise carried out at the Juja Constituency Development Fund
Office, Ruiru in November, 2008 revealed the following unsatisfactory matters:-

Kwihota Secondary School Water Borehole Project

400, Records made available for audit review indicate that during the year 2007/2008,
Kwihota Secondary School Water Borehole Project was allocated Kshs.1,379,000.00,
through payment voucher number 0279 of 26 April, 2007. Out of the above amount, a sum
of Kshs.400000.00 was paid in cash to an engineering firm as part payment for
construction of a steel tower tank.

401. An audit inspection exercise carried out in November 2008 at the project site
however revealed that neither the water tank nor the tower had been erected by the firm.
Further, it was observed that although the payment of Kshs.400,000.00 made to the firm
was received by its representative, the firm however denied having received the cash, and
at the same time denounced the authenticity of the receipt purported to have been issued
by the representative on the firm’s behalf. Itis therefore not clear as to the circumstances
under which the payment of Kshs.400,000.00 was made. Further, no documents/records
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were held by the Constituency Developiment Commiitee 1o show hiow the finn had been
identified befere eventually being awarded the contract. Consequently, and in the absence
of any further information to the contrary, the propriety of expenditure of Kshs 400,000.00
could not be confirmed.

BTL Water Project

402. The Juja Constituency Development Fund Committee released a sum of
Kshs.500.000 to BTL Water Project, through payment voucher No.739 of 8 November
2007. Out of the above sum, an amount of Kshs.200,000.00 was paid to a supplier through
cheque No0.000018 dated 11 December 2007. However, information and records made
available for audit review do not disclose the purposes for which the payment was made.

The Committee heard evidence given by the Accounting Officer that the Board is
investigating the Kwihota secondary school water borehole project with an intention
of instituting appropriate mechanisms to recover in full the Ksh. 400,000 paid to the
PMC. The Committee also heard that the payment of Ksh. 200,000 was for
procurement of a water tank for the BTL water project (borehole) but the payee, Mr.
Sammy Peter Onyango (former CDF coordinator), did not make good the purchase of
a tank.

The Committee was concerned with the lack of adherence to laid down procurement
regulations that led to loss of government funds. The Committee was also informed
that the Board was investigating the officer involved with a view to recovering the
money.

The Committee recommends that the Accounting Officer should hastily recover the
Kshs.400,000 paid to the PMC and the Kshs.200,000 paid to the former CDF
Coordinator, Mr. Sammy Peter Onyango.

The Committee also recommends that the officers who flouted procurement
regulations should be disciplined.

MATHIOYA CONSTITUTENCY DEVELOPMENT FUND

403. At a meeting held on 18 April 20086, the Mathioya Constituency Development Fund
Committee awarded a contract for construction of Kiambuthia — Gikoe footbridge in
Mathioya Constituency, Muranga District, at a total cost of Kshs.855,000.00.

According to the Bills of Quantities (BQ) for the project, the construction works included;
Provision of temporary pedestrian crossing including maintenance during the construction
.period; Provision and compaction of class 15 concrete for blinding (50 mm thick); Provision
of framework including support as necessary; and Provision of hard core for foundation.

404. Information available appears to indicate that there existed no contract agreement
between the Constituency Development Fund Committee and the contractor on the project
and as a result, it was not possible to establish the terms of the contract including the
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ncniod of time required to complete the project. This notwithstanding, the Commiilee
authorized on 3 Maich 2007 an additional expenditure of Kshs.432,755 00 purportedly for
extra-works undertaken or in progress, that were necessary for completion of the
footbridge. According to the District Works Officer's letter reference
No MR/MUR119.VOL.1/138 of 2 March 2007, the additional works involved; increase of
concrete: Extension of rall guards to the extra staircase; Installation of edge protection
bars; Installation of gabions including rock fill, Provision of longer props and Removal of
damaged old footbridge, among others.

The additional works brought the cost of the project to Kshs. 1,287,775 00, representing an
increase of about 50% over and above the original cost.

405. A review of expenditure records in respect of the project in April 2008 indicated that
out of the total contract sum of Kshs.1,287,775.00, an amount of Kshs.1,057,775.00 had
been paid to the contractor as at 30 April 2008 leaving a balance of Kshs.230,000.00. A
physical verification conducted at the project site during the same month however revealed
that the footbridge had been poorly constructed and was almost collapsing and curving
inwards at the middle. The staircases had also collapsed, posing a serious risk to the
users. Further observation revealed that the footbridge was not in use and the community
had resorted to alternative and unsafe methods to cross the river.

406. No action appears to have been taken so far to rectify the defective sections of the
footbridge although an expenditure of Kshs.1,057,775.00 had already been incurred on the
project as at 30 June 2008.

The Committee heard evidence given by the Accounting Officer that there was a
variation of the project cost after the District Works Officer’s (DWO) recommendation
for extra works occasioned by the site condition. The project was supervised by the
DWO on three occasions. Although an independent technical report by Ebatech
Engineering Associates Ltd on 22"% September 2008 revealed the shortcoming, site
inspections on 14" November 2006 and 8" January 2007 by the DWO gave no
adverse report on the workmanship.

The Committee observed that there was failure by the CDFC to adhere to
procurement regulations, since there was no contract agreement between the CDFC
and the contractor. In addition, the DWO offered poor technical advice and provided
fake variations leading to higher cost overruns which could have been avoided. The
possibility of collusion for misappropriation between the officers and the engineers
involved could not be ruled out.

The Committee was appalled by the manner in which supervising engineers certify
for payments to be made which are possibly not commensurate with works done.
This amounts to professional negligence and fraud.

The Committee noted that although the CDFC sought the necessary support and
proper expertise from the technical departments of Government for the project, the
support did not help much as it appeared misleading.

M
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The Committee also recommends that the officers involved in the loss by
Government arising from professional negligence and poor supervision should be
held personally liable. The professional institutes that those officers serve should be
notified to bar them from practicing.

The Committee further recommends that the Accounting Officer report the District
Works Officer to the Parent ministry for possible disciplinary action and surcharge.

CONSTRUCTION OF OFFICE BLOCK - KANDARA CONSTITUENCY DEVELOPMENT
FUND OFFICE

407. Examination of records maintained at the Kandara Constituency Development Fund
(CDF) office revealed that the Kandara Constituency Development Fund Committee invited
qualified bidders for the construction of the Kandara CDF office on 13 November 2006.

408. Out of the four (4) bids received, the lowest bidder was awarded the contract at a
tender sum of Kshs.6,012,069.00. The construction works were to commence on 15
December 2006, while the completion and handing over date was agreed on as 15 June
2007. The works involved construction of a single storey office block and included; site
clearance, demolitions of stone house, sub-structural works, reinforcement concrete, steel
sub-structure and wallings, roof works, windows/doors finishes, electrical installation,
plumbing and drainage.

A review of the project records and an audit inspection carried out at the site in February
2009 revealed the following observations:

(i) Although the project was scheduled for completion and handing over on 15 June 2007,
this had not been done as at the date of the inspection.

(i) Although the contractor had been paid a total of Kshs.6,035,950.00 which exceeded the
contract price of Kshs.6,012,069.00 by an amount of Kshs.23,881.00, the following
construction defects were noted:-

« Cracks on the building

» Non-functioning water system

« Malfunctioning gutters all round the building
e Defective window handlers

o Malfunctioning electrical system

409. It wes further noted that the project committee did not involve the Ministry of Public
Works in the implementation and supervision of the project as required by Section 30(1) of
the Constituency Development Fund Act, 2003, but instead engaged the services of a
private firm of architects. No reasons have however been provided for the poor and
inadequate handling of this project.

The Committee heard evidence given by the Accounting Officer that the handing
over of the project to the CDFC was occasioned by the death of the contractor
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although tha oreject is in use. The variztion of the centract was due io variation of
works thzi had not been taken inio acccunt although it is within the variation
threshold of 10% of the works. The CDFC entered into an MOU with the widow of the
contractor for the completion of the project. On 7" January 2009, the CDFC
communicated with the widow of the contractor for her to make good the noted
defects. A follow up letter was sent on 2nd March 2009 but no action had since been
taken. In the meantime, the retention money of Kshs. 125,000.00 will cater for the
noted defects.

The Committee recommends that the Accounting Officer should seek necessary
support and proper expertise from the technical departments of Government when
undertaking such projects.

The Committee also recommends that the Accounting Officer should ensure that the
project is done and completed without further delay.

The Committee recommends that the Accounting Officer ensure that the
professional institutes the contractor serves should be notified to bar the company
from practicing due to occasioning the loss of public funds.

UNACCOUNTED FOR EXPENDITURE - VIHIGA CONSTITUENCY DEVELOPMENT
FUND

410 Examination of records held at the Vihiga Constituency Development Fund Office
revealed that at a meeting held on 15 October 2007, the Vihiga Constituency Development
Fund Committee allocated a sum of Kshs.500,000.00 to Londondo Community Water
Project for construction of a water tank in the area. Disbursement of the sum of
Kshs.500,000.00 was made to the Project Committee through payment voucher No.
001503 of 30 November 2007. Further scrutiny of records revealed that the project had
earlier received an initial funding of Kshs.600,000.00 through cheque No. 0274 of 21 July
2006. The total outlay for the project therefore stood at Kshs.1,100,000.00.

411. Although no project documents including the design and bills of qguantity were made
available for audit verification, information gathered nevertheless brought out the following
unsatisfactory observations;

(i) A physical verification of the project carried out on 14 December 2008 revealed that the
construction work was set on what appears to be a weak foundation. Indications
therefore are that the foundation may not withstand inclement weather conditions.

(i) The Ministry of Water and Irrigation was not involved during design, implementation
and supervision of the project as required by Section 30(1) of the Constituency
Development Act, 2003, and as a result, it was not possible to ascertain the basis on
which the contractor was paid the amount of Kshs.1,100,000.00 for the work done.

M
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I'ne Committee heard evidence given by the Accounting Officer that the project has
taced leadership wrangles and the PMC was taken to court. The District Auditor’s
report dated 17" February 2009 and the DDO report dated 18" February 2009 shows
that the PMCs declined to submit the project books of account for accountability.
The matter is in the Senior Resident Magistrate Court, Vihiga through case
No.SRMCC.NO. 1342008T.

The Committee was concerned that the members of the public have not been
informed about the existing law — the CDF Act - that they cannot sue a PMC as a
body but the CDF Board could be sued instead.

The Committee recommends that the possible fraud or misappropriation of funds
amounting to Kshs.1,100,000.00 should be investigated by the Kenya Anti-
Corruption Commission with a view to establishing the propriety of the funds and
prosecuting culpable culprits.

CONSTITUENCY DEVELOPMENT FUND — KWANZA

412. Imprest records in respect of the Kwanza Constituency Development Fund revealed
that temporary imprests issued between February 2007 and January 2008 and amounting
to Kshs.711,475.00 had not been surrendered or accounted for as at 30 June 2008. No
reasons have been provided for failure to surrender or otherwise account for the imprests.

The Committee heard evidence given by the Accounting Officer that Ksh. 665,350.00
has been surrendered leaving a balance of Ksh. 45,125 still outstanding. The Board
is still pursuing the outstanding imprest to ensure full accountability.

The Committee abhorred the manner in which the Accounting Officer failed to
recover funds from the imprest holders 48 hours after conclusion of business for
which the imprest was taken as required by law.

The Committee, while noting the action taken by the Accounting Officer,
recommends that the amounts of the imprests outstanding are recovered without
further delay.

The Committee further recommends that the Accounting Officer should ensure that
Officers abide by financial regulations and recover imprest within 48 hours after
return to duty station. In the event of the holder failing to account for or surrender
the imprest, the Accounting Officer should recover the amount in full from the salary
of the defaulting officer within 30 days, failure to which the outstanding amount
should be recovered from the Accounting Officer.

IRREGULAR SALARY PAYMENTS - KAPENGURIA CONSTITUENCY DEVELOPMENT
FUND OFFICE

413. Examination of records maintained at the Kapenguria Constituency Development
Fund (CDF) Office revealed that two Constituency Development Fund Committee
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members, a Treasurer and a Secretary woie irregularly paid monthiy salaries of
Kshs.25,000.00 edch for a period of ten mconihis between July 2007 1o Apnl 2008, all
totalling Kshs.500,000.00. In addition, the iwo i1nembers were also drawing sitting
allowance at the rate of Kshs.2,500.00 per sitting during the same period.

414.  The payment of monthly salaries totalling Kshs.500,000.00 would however appear to
have been irregular in that the two CDF officials were not fulltime employees of the Fund
and were therefore only entitled to sitting allowance.

The Committee heard evidence given by the Accounting Officer that there were weak
structures at the Constituency level and the Fund Account Managers have been
given instructions through Circular letters to improve on the Human Resource
Management at the Constituency level. The services of the former Treasurer and the
Secretary were terminated and their salaries paid up to 12" June 2008 as per the
CDFC’s minuted resolution Min/no. 03/06/2008.

The Committee abhorred the manner in which the salary was irregularly paid to the
two CDFC members and recommends that the Board should ensure that the
amounts are pursued and recovered by 30" September 2010.

INELIGIBLE EXPENDITURE - MARAKWET WEST CONSTITUENCY DEVELOPMENT
FUND OFFICE

415.  The Marakwet West Constituency Development Committee in a meeting held on 23
August 2007 approved an allocation of Kshs.1,000,000.00 to the African Inland Church
(AIC) Kapsowar Medical Training College for construction of lecture rooms at the college.
Payment to the college was made on 7 February 2008 through Cheque No.000710 of the
same date.

416. The above expenditure however appears to contravene Section 23 (4) of the
Constituencies Development Fund Act, 2003 which disallows use of funds to support
political bodies or/and activities, or religious bodies and/or activities.

The Committee heard evidence given by the Accounting Officer that the project was
approved by the CFC and NMC since the CDFC had not stated the connection of the
project with the AIC in the 3" Schedule. From 2006/07 & 2007/08 financial years, the
project has been funded by both Marakwet East & West Constituencies to the tune of
Kshs. 4,600,000.00. Previous audits by the Internal Auditor General and the Board
have noted the weakness but have recommended a contractual agreement be
arrived at to ensure the whole community benefits.

The Committee noted that government funds were used on private property, which is
highly irregular and prohibited under the CDF Act. Therefore, the Committee

- recommends that no more funds should be used on this project, because it is a
private entity.

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

73



CONSTITUENCY DEVELOPMENT FUND - GARSEN

417. The Garsen Constituency Development FFund Committee allocated and paid Ngao
Secondary School amounts of Kshs 1,000,000 00 and Kshs.450,000.00 in 2005/2006 and
2006/2007 respectively for construction of two (2) classrooms and one (1) small office. An
audit inspection carried out at the school in September 2008 however revealed that the
project had not been completed as at that date.

418. According to information available, the reasons for the delay in the completion of the
project were inadequate funding, resulting from variation of the initial cost of the project and
lack of additional building materials required by the architect, which materials had not been
taken into account at the start of the project.

The Committee heard evidence given by the Accounting Officer that the delay in the
disbursement of funds was caused by failure of the CDFC to submit project
proposals and delay in requesting for the funds from the Board. The original design
plan was to construct only two classrooms but was later changed to include office
and toilets. The CDFC has since allocated an additional Ksh.400,000.00 to complete
the projects and have since been completed.

The Committee recommends that the Board should always strive to ensure timely
completion of projects to avoid non-utilization of funds.

CONSTITUENCY DEVELOPMENT FUND — WAJIR EAST
Payment for Undelivered Goods

419. The Constituency Fund Committee paid a total of Kshs.8,071,200.00 to the
Constituency Tender Committee for the supply and transportation of 2800 desks, 160
chambers and chairs to forty (40) Primary Schools and two (2) Secondary Schools in the
Constituency. Payments were made through payment voucher Nos.2141 of 4/12/07; 2151
of 23,11/07; 2152 of 4/12/07; 2153 of 4/12/07 of Kshs.2,500,000.00, Kshs.2,621,200.00,
Kshs.2,500,000.00 and Kshs.450,000.00 respectively.

420. In support of the payment vouchers were quotations Nos. WECDF/1/9/07 and
WECDF/3/917 dated 28 September 2007, and a written contract agreement between the
Waijir East Project Tender Committee and a local construction company signed on 21
October, 2007 for supply of desks, chambers and chairs.

421. A physical verification carried out at the forty (40) Primary Schools, and two (2)
Secondary Schools between 12 and 13 August 2008 confirmed that, only ten (10) Primary
Schools had been supplied with five hundred and ninety (590) desks while one (1)
Secondary School had received sixty (60) chambers and chairs, all valued
Kshs.1,584,580.00. The balance of Kshs.6,486,620.00 was therefore not accounted for.
Further the desks supplied were noted to be of very low quality, and made from timber off-
cuts.
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The Committee heard evidence given by the Accounting Officer that the Board, the
District Development Officer and the Chairman of the Wajir East CDFC visited nine
schools that benefitted and verified some of the desks, chambers and chairs that
were delivered. On 4™ August, 2009, the Office of the Controller and Auditor-General,
North Eastern Province (NEP), accompanied by the Fund Account Manager and other
CDFC officials, also visited some of the schools. Due to the impassable roads
caused by the recent heavy rains in NEP at the time of inspection, it was not
possible to verify all the beneficiary schools, but the Board will make a follow up
with the CDFC to conclusion.

The Committee noted that the response by the Board was not satisfactory and
recommends that the presence of the goods should be ascertained and reported to
the Controller and Auditor General.

The Committee also recommends that the Board should ensure that all the goods
have been supplied and all the funds are fully accounted for, with due regard to
getting value for the money spent.

CONSTITUENCY DEVELOPMENT FUND —~ MANDERA CENTRAL
Fencing of Rhamu District Education Board (DEB) Primary School

422 In a meeting held on 3 December 2007, the Mandera Central Constituency
Development Fund Committee awarded a local construction firm a contract to build a
perimeter fence at Rhamu DEB Primary School in Mandera Central Constituency at a cost
of Kshs.2,300,000.00.

Examination of the contract records revealed the following unsatisfactory matters:-

(i)  Although proper procurement procedures were followed in the award of the tender, the
contract agreement was not however signed between the parties. Consequently, the
basis on which government was to seek redress in the event, that later became
necessary was not clear.

(i) Although payment of Kshs.2,300,00.00 was made in full to the contractor vide
payment voucher No.290169 of 24 December 2007, a physical verification of the
project carried out on 3 July 2008 revealed that only about 50% of the contracted
works had been completed. Further, most of the sections of the erected chain link
were unstable and crumbling, implying that the workmanship was below the expected
standard. There was also no evidence to confirm that the work was ins; =cted Lefore
payment was effected.  Consequently, the propriety of the expenditure of
Kshs.2,300,000.00 could not be ascertained.

Emergency Funds

423 The Mandera Central Constituency Development Fund (CDF) Committee, in a
meeting held on 16 October, 2007 at Rhamu CDF Office awarded a contract for water

M
Annual Report of the Local Authorities and Funds Accounts Committee - 2010

75



tankenng and supply of foodstuif to a local firm at a cost of Kshs 2,020,000.00. The water
and foodstuff were 1o be supphed o the residents of Elete, Chachabole, Garsa damu,
Kobadadi, Sukela, Sotowa, Oro, Chab, Issak, Kora, Aba busune and Waldiri villages within
the constituency.

Examination of the contract records during the year however revealed the following
unsatisfactory matters:-

(1) No contract agreement between government and the firm was drawn and signed.
As a result, the government did not have a basis for seeking redress in the event of
inadequate performance by the firm.

(i) No records were maintained to show how the water and foodstuff were distributed to
the villages. Under the circumstances, it was not possible to confirm the propriety of
the expenditure of Kshs.2,020,000.00.

The Committee heard evidence given by the Accounting Officer that although the
project is now complete, the Board will resort to legal redress. The contract
agreement that was signed between the Managing Director, Kullow Mohamed
Sheikh, on behalf of M/s Aboyo Contractors, and Mr. Mutker Mohamed on behalf of
the CDF Secretary, on 10" December, 2007, provides for legal redress in case of
breach of the contract.

The Committee also heard that on the emergency funds, although there were no
records maintained to show how the water and foodstuff were distributed, the Board
has copies of letters from six Assistant Chiefs acknowledging receipt of 100 Bales of
Unga, 100 Bales of Rice, 100 Bags of sugar, 10 Boxes of Tea Leaves, and 20 Boxes of
powder Milk. The same contractor also made 45 trips of water tankering to various
villages.

The Committee noted with concern the level at which mere letters from Assistant
Chiefs confirming the supplies could be relied upon for any serious proof of
accountability.

The Committee recommends that the Accounting Officer should ensure that the
government gets value for the funds spent on the perimeter fence of the DEB
primary school. The Committee also recommends that the propriety of the
expenditure of Kshs.2,020,0C:00 ¢mergency funds should be investigated to
ascertain the facts, and if established to have been misappropriated, then the
culprits should be held to account and prosecuted.

The Committee further recommends for the Accounting Officer to ensure that in
future, proper procurement procedures are followed and adhered to.
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CONSTITUENCY DEVELOPMENT FUND — MANDERA WEST

424  Examination of records maintained at the Mandera West Constituency Fund Office
disclosed that the Constituency Development Committee at a meeting held on 20 October
2007 resolved and subsequently hired on a single source basis, the services of a local
Non-Governmental Organization (NGO) to purchase and distribute household materials
worth Kshs.1,178,000.00, for the pastoral dropouts camping at Kob-Adabi, Dandu and Did-
Koba Centres in the Constituency. This was contrary to Constituencies Development Fund
Act. 2003 which requires that all works and services relating to projects be sourced using
the Public Procurement and Disposal Act, 2005.

425. Apart from the fact that the procurement procedures were not followed, it was also
not possible to confirm that the NGO purchased the goods and that such goods were
delivered and properly accounted for.

The Committee heard evidence given by the Accounting Officer that the Board
received an acknowledgement letter from the elders that confirmed the supply of the
said items and a certificate of Registration from the said NGO. The Board has faced
logistical and accounting challenges in the implementation of the emergency
projects especially distribution of food stuff and water. However, the Board is
developing procedures of managing the same.

The Committee noted with concern the level at which a mere letter confirming the
supplies could be relied upon for any serious proof of accountability,
notwithstanding that the letter does not even indicate the cost of the goods. The
Committee recommends that the propriety of the expenditure of Kshs.1,178,000.00
emergency funds should be investigated to ascertain the facts, and if established to
have been misappropriated, then the culprits should be held to account and
prosecuted.

The Committee also recommends that the Accounting Officer facilitates the creation
or design of forms for easier tabulation and record-keeping of food or goods
distribution. The Committee additionally recommends strict adherence to
procurement procedures in future.

CONSTITUENCY DEVELOPMENT FUND - LAGDERA
Irregular Payment

426. The Lagdera Constituency Development Fund Committee, in a meeting held on 28
February 2006, allocated an amount of Kshs.6,600,000.00 to the Shanta Abaqg Project
Management Committee, for completion of various water projects at Shanta Abaq and
Afweiyne areas within the Constituency. Two boreholes were to be sunk under the projects.
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427.  An audit inspection exercise carried out on 14 October 2008 however revealed thal
the two projects had not been implemented and no boreholes had been sunk at Shanta
Abaq and Afweiyae areas The amount of Kshs.6,600,000 00 had nevertheless been
spent.

Unaccounted for Expenditure

428. The Constituency Development Fund Committee made payments totalling
Kshs.1,700,000.00 to four (4) Project Management Committees. Four (4) projects were to
be implemented at Elan Dispensary, Jilango Primary School, Afweiyne Dispensary and
Burufa Primary School. An audit inspection exercise carried out in October 2008 at the
institutions however revealed that none of the projects was in existence or in a plan. The
amount of Kshs.1,700,000.00 was therefore not spent on the projects as indicated and it
has not been accounted for.

The Committee heard evidence given by the Accounting Officer that in October 2008,
the CFC and the Board visited the Constituency with an aim of addressing the issue
(Afwiyeni and Shanta Abaq boreholes) among others. Following a meeting with the
Contractor and the CDF Board Project Technical Committee in October 2008, the
Board communicated to the contractor on 19/11/08 through letter reference
CDF/BOARD/LAGDERA/2008/ (64) for the project to be completed. The contractor
has to date failed to carry out the contract and the Board is planning to refer the
matter to the KACC.

The Committee also heard that on paragraph 428, three of the projects namely Elan
Dispensary, Gurufa primary school, and Afweine dispensary were complete by 315t
August, 2009 while Jilango primary is at completion stage. There is no project
named Burufa primary school but Gurufa primary school as stated above. The
Committee noted that the projects were completed using additional funds. The
Committee recommends that the amount of Kshs.1,700,000 should be investigated
with a view to recovering from the contractor and surcharging the officers
responsible for the payment.

The Committee noted that, with regard to the boreholes, there was sheer
misappropriation of funds and recommends that the matter should be investigated
by the Kenya Anti-Corruption Commission, with a view to holding responsible and
prosecuting the officers involved.
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MINUTES OF Tric FIRST SITTING OF ihi LOCAL AUTHORITIES AND FUNDS

ACCOUNTS COMMITTEE HELD ON WEDNESOAY 247" JUNE 2009 IN COMMITTEE
ROOM NO. 9, PARLIAMENT BUILDINGS AT 2,30 Pifi

PRESENT:

Hon. Thomas L. Mwadeghu, MP
Hon. Charles M. Nyamai, MP
Hon. Simon Mbugua, MP

Hon. Benjamin Langat, MP
Hon. Musa Sirma, MP

Hon. Pollyins O. Anyango, MP
Hon. Wilson M. Litole, MP

Hon. Peter Mwathi, MP

Hon. Abdul Bahari, MP

Hon. Nemesyus Warugongo, MP
Hon. Ferdinand Waititu, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mrs. C. W. Munga - Deputy Director, Committee Services
Mr. Julius Ariwomoi - Clerk Assistant
Mr. Gideon Kidenda - Parliamentary Intern

MIN. NO.01/2009 REMARKS BY THE DEPUTY DIRECTOR, COMMITTEE
SERVICES

The Deputy Director welcomed the Members and cited the relevant sections of the
Standing Orders that directly relate to the establishment, mandate, role and operations
of the Committee i.e. Standing Orders 162, 165, 167, 168, 169, 180 and 189. She also
informed the Committee that although Standing Order No. 189 (3) stipulates that the
Chairperson shall be a Member who does not belong to a party in Government, the
current political scenario does not have an official opposition in place, leaving the
Members of the back bench to take the role. Consequently, any Member of the
Committee was eligible for the position of Chairperson and Vice-Chairperson.

MIN. NO.02/2009 ELECTION OF CHAIRPERSON AND VICE-CHAIRPERSON

The Deputy Director explained that where more than one candidate is proposed and
seconded, the election shall be by secret ballot.

(i) The Deputy Director conducted the proceedings for the election of the
Chairperson. She called for proposals and the names of Hon. Simon Mbugua,
MP and Hon. Thomas Mwadeghu, MP were proposed and seconded.

___——_-_——_—____M
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The votes were cast to determine the Chairperscn. Upon receiving the
highest number of votes cast, Hon. Thomas Mwaceghu, MI® was declared the
duly elected Chairperson of the Local Authorities and Funds Accounts
Committee.

Thereupon, Hon. Thomas Mwadeghu, MP assumed the Chaur.

(1) The Deputy Director also conducted the proceedings for the election of the
Vice-Chairperson. She called for proposals and the names of Hon. Benjamin
Langat, MP and Hon. Abdul Bahari, MP were proposed and seconded.

Votes were cast to determine the Vice-Chairperson. Upon receiving the
highest number of votes cast, Hon. Benjamin Langat, MP was declared the
duly elected Vice-Chairperson of the Committee.

MIN. NO.03/2009 REMARKS BY THE CHAIRPERSON AND THE VICE -
CHAIRPERSON

() The Chairperson thanked the members for the honour of electing him and the
confidence they had bestowed upon him. He pledged to serve the Committee
with dedication and called for cooperation and the need to work as a team.

(i) The Vice-Chairperson also thanked the Members for electing him and
pledged to work closely with the Chairperson in serving the Committee with
commitment. He requested the Committee Members that since the work
before the Committee was so much, there was need to sacrifice busy
personal schedules. He further called for a non-partisan approach towards
dealing with Committee issues in order to perform effectively.

MIN. NO.04/2009 ANY OTHER BUSINESS
The Committee resolved to consider its work-plan/programme in the next
meeting.

MIN. NO.05/2009 ADJOURNMENT

And the time being forty minutes past one O’'clock, the Chairperson adjourned
the sitting until Thursday 25" June 2009 at 5 p.m.

Signed HON. THOMAS MWADEGHU, MP
(Chairperson)

Date 25/6/2010
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THE MINUTES OF THE STCOND SITTING OF T LOCAL AUY
ACCOUNTS COMMITIEE HELD ON THURSDAY 25" JUNE 2009 M COWMITTEE
ROOM 9. PARLIAMENT BUILDINGS AT 5:00PM

PRESENT
Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice-Chairperson)
Hon. Abdul Bahari, MP
Hon. Musa Sirma, MP

ABSENT

Hon. Charles M. Nyamai, MP
Hon. Pollyins O. Anyango, MP
Hon. Wilson M. Litole, MP

Hon. Peter Mwathi, MP

Hon. Nemesyus Warugongo, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. George Otieno Nashon - Assistant Director of Audit
Mr. Joash Manasseh Ogutu - Principal Auditor

The Chairperson commenced the meeting upon leading with prayers.

MIN. NO.06/2009 CONFIRMATION OF MINUTES

The minutes of the first sitting held on Wednesday 24™ June 2009 were
confirmed by the Members present and signed by the Chairperson.

MIN. NO.07/2009 MATTERS ARISING

Since the agenda of the previous meeting was primarily on elections, there
were no matters arising.

" MIN. NO.08/2009 CONSIDERATION OF WORK PLAN

a) The Committee approved the draft work plan with the addition that
during the Induction Workshop, the resource persons could include the

following:-
]
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H Chief Execuiive Officer of the Constituencies Development Fund
and other technical staft;

1) Director of Local Authorities;

He) Officers in Charge of Youth Enterprise Fund and Women
Enterprise Development Fund from their respective Ministries;

V) Officer in-Charge of Pensions of Local Authorities;

V) Officer in-Charge of LATF funds in Treasury.

b) On Foreign Study Tours, the Committee resolved that it would split into
two groups in order to separately visit Tanzania and South Africa.

MIN. NO.9/2008 ADJOURNMENT

There being no other business, the meeting was adjourned at 6:15 pm until
Monday 13 July, 2008 at 11:00 am.

Signed HON. THOMAS MWADEGHU, MP__
(Chairperson)

Date 19/11/2009

e e ———
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THE MINUTES OF THE THIED SITTING OF THE LOCAL AUTHORITIES AND FUNDS
ACCOUNTS COMMITTEE HELD ON MONDAY 137" JULY 2009 iIN COMMITTEE RCOM
9 AT 11.00 AM

PRESENT
Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Musa Sirma, MP
Hon. Pollyins O. Anyango, MP
Hon. Wilson M. Litole, MP
Hon. Peter Mwathi, MP
Hon. Nemesyus Warugongo, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

ABSENT WITH APOLOGY

Hon. Thomas L. Mwadeghu, MP
Hon. Charles M. Nyamai, MP
Hon. Abdul Bahari, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant

Ms. Catherine Wangechi - Parliamentary Intern
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit

Ms. Elizabeth W. Nguringa - Deputy Director of Audit
Mr. Abednego N. Omwebu - Deputy Director of Audit
Mr. William K. Kalu - Deputy Director of Audit
Mr. David O. Gichana - Deputy Director of Audit

Assistant Director of Audit
Principal Auditor

Mr. George O. Nashon
Mr. Joash O. Mannaseh

The meeting commenced after prayers were said by the Acting Chairperson.

MIN. NO.10/2009 PERUSAL OF ACCOUNTS OF UPCOMING LOCAL
AUTHORITIES

a) The Director of Audit explained the progress and current status of audits
and examination of the accounts of Local Authorities as follows:-
) All the field work had been completed and all the local
authorities had been audited until the financial year ending 30"
June 2008;

e
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i) Out of the 175 Local Authonties, 96 had already been issued
with certificates;

iit) Out of the remaining Local Authorities, about 40 are in the final
stages of review by the Controller and Auditor General and will
be ready in the next 3 or 4 weeks; about 30 are under review
with the Deputy Directors of Audit and would be ready by the
end of August 2009.

b) The Director of Audit also cited the following as some of the challenges
faced by auditors while auditing the accounts of local authorities:-

i) The inability of most local authorities to keep proper books of
accounts due to laxity, incompetence or inadequate capacity;

i) The lack of cooperation from the office of the Inspectorate of
Local Authorities in the Ministry of Local Government;

i) Political interference in Local Authorities, resulting in frequent
transfers of Chief Officers;

iv) llliteracy of most Councillors.

VIIN. NO.11/2009 ANY OTHER BUSINESS

a) The Committee was informed that the Induction Seminar could not be
allowed to take place in Mombasa because the Liaison Committee had
not met to approve Committees’ work plans;

b) It was resolved that the Chairperson would meet with the Clerk of the
National Assembly, in order to discuss the way forward, including the
alternative of holding the seminar in Naivasha;

c) The Draft Induction programme was approved subject to the
amendment that:-

i) the Chief Executive Officer of the CDF be invited to attend;
i) a fourth session be included on the morning of the departure
day.

VIIN. NO.12/2009 ADJOURNMENT

There being no other business, the meeting was adjourned at thirty minutes
past twelve o’clock until Monday 27 July, 2009 at 2.30 pm.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 19/11/2009

"~
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MINUTES THE FOURTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON MONDAY 27 JULY 2009 IN COMMITIED
ROOM 9, PARLIAMENT BUILDINGS AT 2.30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat (Vice- Chairperson)
Hon. Nemesyus Warugongo, MP

Hon. Pollyins O. Anyango, MP

Hon. Musa Sirma, MP

Hon. Charles M. Nyamai, MP

Hon. Peter Mwathi, MP

ABSENT WITH APOLOGY

Hon. Abdul Bahari, MP
ABSENT

Hon. Wilson Litole, MP

Hon. Simon Mbugua, MP

Hon. Ferdinand Waititu, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant |
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit

Mr. D. O. Gichana - Deputy Director of Audit
Mrs. Elizabeth Nguring’a - Deputy Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit

MINISTRY OF LOCAL GOVERNMENT

Mr. James Muoki Mulatya - Chief Inspector

MIN.NO.13/2009 EVIDENCE: NAIROBI CITY COUNCIL

Omar Abdi Farah, Deputy Town Clerk, Nairobi City Council, was accompanied by
Messrs.:

(i) Jacob Munge - City Treasurer
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(L. M. Gatima - Chief Accountant

The Committee could not proceed to take evidence from the witnesses due to the
{ollowing reasons:-

)] The Committee noted with concern the absence of the Accounting Officer
(Town Clerk) without prior notice and failure to give any reasons;

i) The Committee was informed that to date, there were no certified audited
accounts for the council.

The Committee therefore could not receive evidence from junior officers without the
Accounting Officer present. The Committee directed that the Accounting Officer be
informed that in future, he should treat Committee summons with the seriousness
they deserved.

MIN. NO.14/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at three o'clock until
Tuesday 28" July 2009 at 9.00 am.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 19/11/2009
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AMINUTES OF THE FIFTH SITTING OF THE LUCA}_ AUTHORITIES AND FilNDS

ACCOUNTS COMMITTEE HELD ON TUESDAY, 23" JULY, 2009 IN COMMITTEE ROCIH
5, PARLIAMENT BUILDINGS AT 9.00 AM

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP {(Vice-Chairperson)
Hon. Charles Litole, MP
Hon. Peter Mwathi, MP
Hon. Abdul Bahari, MP
Hon. Pollyins Anyango, MP
Hon. Nemesyus Warugongo, MP
ABSENT WITH APOLOGY
Hon. Charles M. Nyamai, MP
ABSENT

Hon. Ferdinand Waititu, MP
Hon. Musa Sirma, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSENBLY

Mr. Samuel Njoroge - Clerk Assistant |l
Mr. Gideon Kidenda - Parliamentary Intern
Ms. Wanjiru Ndindiri - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B.F.N. Kiguongo - Director of Audit
Mr. D. O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit

Mr. G. G. Gitau - Principal Auditor

MINISTRY OF LOCAL GOVERNMENT

Mrs. Grace W. Muchoki - Chief Inspector, Local Authorities

MIN. NO.15/2009 EVIDENCE: MUNICIPAL COUNCIL OF THIKA

Mr. J. N. Kariuki, Accounting Officer, Municipal Council of Thika accompanied by Messrs:-

(i) F. G. Mbiuki - Municipal Treasurer
(i) Obadiah M. Mbindyo - Internal Auditor
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(1) rlenry M. Waweru - Senior Accountart
(1v) Bedan Ndegwva - Accountant
(v) Simon Gatuni - Accountant

appeared before the Committee and gave evidence on the queries raised in the 2003/2004
and 2005/2006 accounts.

MIN. NO.16/2009 DEFERRED EVIDENCE

The Committee noted that the original copies of the responses were not on official
letterhead and thus could not be treated as authentic. It further noted that the responses
were inadequate and unsatisfactory in addressing the audit queries and directed the
Accounting Officer to appear (at a later date) with more comprehensive responses to all the
audit queries raised.

The Committee also directed the Accounting Officer to ensure that the responses are
submitted to the Controller and Auditor-General prior to the next appearance.

MIN. NO.17/2009 ADJOURNMENT

And the time being ten minutes past ten o'clock, the meeting was adjourned until Friday
31% July 2009 at 9.00 a.m.

Signed .HON. THOMAS MWADEGHU, MP |
(Chairperson)

Date 19/11/2009
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MINUTES OF THE SIXTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON FRIDAY 3157 JULY 2009 IN COMMITTEE ROO# 7,
PARLIAMENT BUILDINGS AT 9.00 AM

PRESENT

Hon. Musa Sirma, MP (Acting Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Peter Mwathi, MP

Hon. Ferdinand Waititu, MP

Hon. Simon Mbugua, MP

ABSENT WITH APOLOGY

Hon. Thomas L. Mwadeghu, MP
Hon. Benjamin Langat, MP

Hon. Nemesyus Warugongo, MP
Hon. Pollyins O. Anyango, MP
Hon. Abdul Bahari, MP

Hon. Wilson M. Litole, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit

Mr. W. K. Kalu - Deputy Director of Audit
Mr. R. O. Nyangwachi - Assistant Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit

MINISTRY OF LOCAL GOVERNMENT

Mr. Peter K. Ng'ang’a - Deputy Director, Local Authorities
Inspectorate
MIN. No.18/2009: EVIDENCE: NAKURU MUNICIPAL COUNCIL

Mr. Abdirizak Sheikh, Accounting Officer, Nakuru Municipal Council, accompanied by
Messrs:

(i) John Gicaci Giturwa - Municipal Treasurer
(i) Gilbert Mbugua Njihia - Assistant Municipal Treasurer
(iiiy Jane Mumbi Mungai - Accountant |l
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(iv) Oscar Muraguiri - Accountant
(v) Samuel Mbugua - Accountant

appeared before the Committee and gave evidence on the following Paragraphs.-

I} Paragraph 3.1 of 2004/2005 and 2005/2006 Accounts on Non Submission, Opening
Balances, Format and Accuracy of Accounts.

i) Paragraph 3.2 of 2004/2005 and 2005/2006 Accounts on Fixed Assets.
iii) Paragraph 3.3 of 2004/2005 and Paragraph 3.4 of 2005/2006 Accounts on Debtors.
iv) Paragraph 3.4 of 2004/2005 Accounts on Deferred Charges.

v) Paragraph 3.5 of 2004/2005 and 2005/2006 Accounts on Cash, Bank and Overdraft
Balances.

vi) Paragraph 3.6 of 2004/2005 Accounts on Stock.

vii) Paragraph 3.7 of 2004/2005 and Paragraph 3. 6 of 2005/2006 Accounts on
Creditors.

viii)Paragraph 3.8 of 2004/2005 Accounts on Long Term Loans.

ix) Paragraph 3.9 of 2004/2005 and Paragraph 3.3 of 2005/2006 Accounts on Renewal
Funds.

x) Paragraph 3.10 of 2004/2005 and Paragraph 3.8 of 2005/2006 Accounts on
Revenue Expenditure Accounts.

xt) Paragraph 3.11 of 2004/2005 and Paragraph 3.10 of 2005/2006 Accounts on Budget
and Budgetary Controls.

xii) Paragraph 3.12 of 2004/2005 and 2005/2006 Accounts on Non Response to Draft
Report.

xiif)Paragraph 3.7 of 2005/2006 Accounts on Nugatory Payments.
xiv) Paragraph 3.9 of 2005/2006 Accounts on Local Authorities Transfer Funds.
xv) Paragraph 3.11 of 2005/2006 Accounts on Other Balances.

MIN.NO.19/2009 PAPER LAID

The following Paper was laid on the table:-
Minister's consent for the handing over of houses in Ngei and Kabachia Estates to

National Housing Corporation relating to Paragraph 3.8 of 2004/2005 on Long Term
Loan
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WIN. NO.20/2009 PENDING ISSUE: PARAGRAPH 3.8 OF 2004/2005 ON LONG
TERM LOANS

The Committee direcied the Accounting Officer to provide the valuation reports of the two
estates handed over to the National Housing Corporation.

MIN. NO.21/2009 PENDING ISSUE: PARAGRAPH 3.11 _OF 2004/2005 ON
BUDGET AND BUDGETARY CONTROL

The Committee noted that the response on this matter did not reflect accurate information
and was therefore unsatisfactory. The Accounting Officer was directed to provide an
accurate and comprehensive submission to both the Committee and the Controller and
Auditor General for verification within two weeks.

MIN. NO.22/2009 ADDITIONAL INFORMATION

The Committee noted that the contracted accounting firms failed to prepare proper books
of accounts despite receiving payments from the council.

The Committee directed the Accounting Officer to provide a list of contracted accounting
firms during the period under review.

MIN.NO.23/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at forty five minutes past one
o'clock until Monday 3™ August 2009 at 2 30 pm.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 19/11/2009

w
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MINUTES OF THE SEVENTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON MONDAY 3"° AUGUST 2009 IN CONFERENCE
HALL, COUNTY HALL, PARLIAMENT BUILDINGS AT 2.30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat (Vice- Chairperson)
Hon. Pollyins O. Anyango, MP

Hon. Wilson M. Litole, MP

Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGY

Hon. Ferdinand Waititu, MP

Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP
ABSENT

Hon. Musa Sirma, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant 1
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit

Mr. D. O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit
Mr. Kennedy M. Mwaniki - Principal Auditor

MINISTRY OF LOCAL GOVERNMENT

Mrs. Ruth Kiiru - Director of Local “wuthorit,es

MIN. NO. 24/2009 EVIDENCE: MOMBASA MUNICIPAL COUNCIL

" Mr. Tubman Otieno, the Accounting Officer, Mombasa Municipal Council accompanied by
Messrs:

(i) Andrew Mkhisa Wanyonyi - Town Treasurer

m
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date.

WVIN. NO.25/2008 DEFERRED EVIDENCE

The Committee was informed that, to date, there were no cerified audited accounts for the
council.

In the absence of audited accounts, the Committee directed the Accounting Officer to liaise
with the Controller and Auditor General to ensure that upon receipt of the certified
accounts, the responses were to be prepared and submitted without delay. The Committee
also directed the Accounting Officer to report back to the Committee in one month. He
should also avail information on the level of indebtedness of the council.

MIN. NO.26/2009 ADDITIONAL INFORMATION

The Committee noted that the accounting firms contracted by various councils prepared
accounts without books of accounts.

The Committee directed the Director of Local Authorities to provide (in one month), a report
on all the private accounting and auditing firms that were subcontracted by various councils
and the amounts paid to each one of them during the period under review.

MIN. NO.27/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at fifteen minutes past three
o'clock until Tuesday 4" August 2009 at 9.00 am.

Signed _HON. THOMAS MWADEGHU, MP
(Chairperson)

Date 23/11/2009

e . T T TN
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MINUTES THE EIGHTH SITTING OF THE LOCAL AUTHORITIES & FUNDS ACCOUNTS
COMMITTEE HELD ON TUESDAY 4™ AUGUST 2009 IN COMMITTEE ROOM 9
PARLIAMENT BUILDINGS AT 9.00 AM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP
Hon. Wilson M. Litole, MP
Hon. Ferdinand Waititu, MP
Hon. Abdul Bahari, MP

ABSENT

Hon. Musa Sirma, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mrs. Lucy Wanjohi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Parliamentary Intern
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit

Mr. A. N. Omwebu - Deputy Director of Audit
Mr. George O. Nashon - Assistant Director of Audit
Mr. J. M. Mutinda - Principal Auditor (Kisumu)

MINISTRY OF LOCAL GOVERNMENT

Mrs. Ruth Kiiru - Director of Local Authorities

MIN. NO.28/2009 EVIDENCE: KISUMU MUNICIPAL COUNCIL

Mr. Benjamin Orwa, Accounting Officer, Kisumu Municipal Council, accompanied by
Messrs:

(i) Charles M. A. Andima - Town Treasurer
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1) Augustine N, Aron - Chief Acceuntant

appeared before the Commiitee to respond to queries raised in the 2093/2004 accounts o
date.

MIN. NO.29/2009 DEFERRED EVIDENCE

The Committee was informed that, to date, the certified audited accounts for the councll
were not ready, but would be ready in the next one month.

In the absence of audited accounts, the Committee directed the Accounting Officer to liaise
with the Controller and Auditor General to ensure that upon receipt of the certified
accounts, the responses are prepared and submitted without delay. The Accounting Officer
will be required to appear before the Committee within one month.

MIN. NO.30/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at ten minutes past ten O'clock
until Thursday 5 August, 2009 at 9.00 am.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 23/11/2009
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MINUTES OF THE NINTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON THURSDAY 6" AUGUST 2009 IN CONFERENCE
ROOM, COUNTY HALL AT 9.00 AM

PRESENT

Hon. Charles M. Nyamai, MP (Ag. Chairperson)
Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

Hon. Musa Sirma, MP

Hon. Peter Mwathi, MP

ABSENT WITH APOLOGY

Hon. Thomas L. Mwadeghu, MP
Hon. Benjamin Langat, MP
Hon. Ferdinand Waititu, MP
Hon. Abdul Bahari, MP

ABSENT

Hon. Simon Mbugua, MP
Hon. Wilson M. Litole, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant |
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit

Mr. D. O. Gichana - Deputy Director of Audit
Mr. Richard Nyagwachi - Assistant Director of Audit
Mr. George Otieno Nashon- Assistant Director of Audit

MINISTRY OF LOCAL GOVERNMENT

Mrs. Ruth Kiiru - Director of Local Authorities

. MIN. NO.31/2009 EVIDENCE: NAROK COUNTY COUNCIL

Mr. Joseph M. Malinda, Accounting Officer, Narok County Council, accompanied by
Messrs:

(i) Wesley C. Kimeo - Accountant
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(ii) Nelson Keshei - Internal Audicr

appeared before the Commitiee to respond to queries rzaised in the 2003/2004 accounts to
date.

MIN. NO.32/2009 DEFERRED EVIDENCE

The Committee was informed that, to date, the certified audited accounts for the council
were not ready, but will be ready in the next one month.

In the absence of audited accounts, the Committee directed the Accounting Officer tfo liaise
with the Controller and Auditor General to ensure that upon receipt of the certified
accounts, the responses are prepared and submitted without delay.

The Accounting Officer should appear before the Committee in (one month) with proper
responses.

MIN. NO.33/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at forty five minutes past ten
o’clock until Monday 10 August, 2009 at 2 30 pm.

Signed _HON. THOMAS MWADEGHU, MP |
(Chairperson)

Date 23/11/2009

e
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MINUTES OF THE TENTH SITTING OF THE LOCAL AUTHORITIES & FUNDS

ACCOUNTS COMMITTEE HELD ON MONDAY 10 AUGUST 2009 IN COMMITTEE

ROOM 7, PARLIAMENT BUILDINGS AT 2.30 PM

PRESENT

Hon. Charles M. Nyamai, MP (Ag. Chairperson)
Hon. Pollyins O. Anyango, MP

Hon. Abdul Bahari, MP

Hon. Wilson M. Litole, MP

Hon. Musa Sirma, MP

Hon. Peter Mwathi, MP

ABSENT WITH APOLOGY

Hon. Thomas L. Mwadeghu, MP
Hon. Nemesyus Warugongo, MP

ABSENT
Hon. Benjamin Langat, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Mr. Gideon Kidenda - Pariiamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo Director of Audit

Mr. W. K. Kalu - Deputy Director of Audit
Mr. George O. Nashon Assistant Director of Audit
Mr. F. M. Mogere - Senior Auditor

MINISTRY OF LOCAL GOVERNMENT

Mr. Patrick Karanja - Deputy Director, Inspectorate of Local Authorities

MIN. NO.34/2009 EVIDENCE: ELDORET MUNICIPAL COUNCIL

Mr. Stansilus Ondimu, Accounting Officer, Nakuru Municipal Council, accompanied by
Messrs:

(i) Allan Mabuka - Town Treasurer
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(i) Millicent Okonjo - Deputy Town Treasurer
(ni) Isaac K. Taalam - Chief Internal Auditer

appeared before the Committee to respond to queries raised in the accounts for ihe
financial years 2003/2004 to date.

MIN. NO.35/2009 DEFERRED EVIDENCE

The Committee was informed that, to date, the certified audited accounts for the council
were not ready, but will be ready in the next one month.

in the absence of audited accounts, the Committee directed the Accounting Officer to liaise
with the Controller and Auditor General to ensure that upon receipt of the certified
accounts, the responses are prepared and submitted without delay.

The Accounting Officer would then appear before the Committee in (one month) with
proper responses.

The Committee also directed the Director of Local Authorities to avail a comprehensive
report detailing the list of all the serving Chief Officers together with background and status
of accountability in the Local Authorities served previously prior to their current postings.

MIN. NO 36/2009 ANY OTHER BUSINESS

) The Committee deliberated on an invitation from the Ministry of the East African
Community on a consultative meeting with Parliamentary Committees on the
proposed EAC framework on good governance to be held in Bujumbura, Burundt.
Since the invitation required one representative, the Committee nominated Hon.
Pollyins O. Anyango, MP to attend.

i) The Committee also considered a request by the Clerk of Nyeri Municipal Council,
for postponement of meeting that was scheduled for Tuesday 11" August 2009. The
Clerk had cited his inability to attend due to other official engagements. The
Committee agreed to the request and resolved to reschedule the meeting to a later
date.

MIN. NO.37/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at fifteen minutes past four
O'clock until Tuesday 11 August, 2009 at 9.00 am.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 23/11/2009
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MINUTES OF THE ELEVENTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON TUESDAY 11" AUGUST 2009 IN COMMITTEE
ROOM 9, PARLIAMENT BUILDINGS AT 9.00 AM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Nemesyus Warugongo, MP

Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP

Hon. Peter Mwathi, MP

ABSENT WITH APOLOGY

Hon. Wilson M. Litole, MP
ABSENT

Hon. Musa Sirma, MP

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Pollyins O. Anyango, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant |l
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. George Otieno Nashon - Assistant Director of Audit

MIN. NO.38/2009 REVIEW OF THE PREVIOUS EVIDENCE SESSIONS

a) The Committee reviewed its last seven sittings, where the Accounting Officers from
City Council of Nairobi, Mombasa Municipal Council, Kisumu Municipal Council,
Nakuru Municipal Council, Thika Municipal Council, Eldoret Municipal Council and
Narok County Council appeared to give evidence.

b) Since this was the first time for the accounts of Local Authorities to be examined, the
Committee noted with concern the following issues (among others):-

i) Lack of certified accounts for several councils:
i) Production of accounts without books of accounts:
iii) The quality of responses to audit queries;
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n) Procurement of accounting and auditing services for local authorities;

\.,>

| ack of set standards for accountability in local authorities;

vi) Competence of Chief Oificers,

vil) Freguent transfers of Chief Officers;

vili) LATF disbursements done contrary to the Public Audit Act;
ix) Possible negligence in overseeing local authorities.

)
)

The Committee deliberated on the above observations and resolved to:-
suspend the taking of evidence from the councils until further notice;

1) invite the Deputy Pnme Minister and Minister for Local Government for a meeting to

address the above issues;

iy undertake a one-day consultative stakeholders forum/workshop between the

Committee, the Kenya National Audit Office, the Inspectorate of Local Authorities
and all the Chief Officers of councils; to be organized by the Ministry of Local
Government to take place in Nairobi, in order to address the above issues and chart
the way forward.

The Committee also resolved that, where accounting or auditing firms are
established to have been paid after presenting accounts without books of accounts,
the said firms should be identified and barred from practicing, by the Institute of
Certified Public Accountants of Kenya (ICPAK).

MIN. NO.39/2009 MEMBERS’ ATTENDANCE DURING COMMITTEE MEETINGS

a)

b)

The Chairperson reminded Members of the Committee on the need for commitment
and working as a team, if significant progress and better performance was to be
achieved.

He further reminded the Members that public accountability demanded commitment
in Committee attendance by each Member and that courtesy calls for prior
information to the Chairperson or the secretariat in case of inability to attend.

It was noted that some Members of the Committee had failed to attend four
consecutive meetings without the written permission of the Chair as stipulated in
Standing Order 169 (1). The Committee mandated the Chairperson to speak with the
concerned Members before any further decision is taken.

It was further noted that lack of commitment and failure to attend Committee sittings
may lead to lack of quorum, cancellation of meetings and may negatively impact on
the performance of the Committee.

MIN. NO 40/2009 ANY OTHER BUSINESS

)

The Committee noted the absence of a clear policy pertaining to the catering of and
allowances to Members' personal staff (especially security officers and drivers) when
Members attend Parliamentary activities away from Parliament Buildings. The
Committee resolved that the Chairperson could take up the matter with the Liaison
Committee in order to address and find the way forward.

The Secretariat was asked to avail Committee Annual Budget and work plan for
further consideration in the next meeting.
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MiN. NO.41/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at eleven o'clock untl
Wednesday 19 August 2009 at 12.30 pm.

Signed HON; THOMAS MWADEGHU, MP
(Chairperson)
Date 23/11/2009

M
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MINUTES OF THE TWELFTH SITTING OF THZ .OCaL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON WEDNESDAY <" AUGUST 2009 iN COMMITTEE
ROOM 9. PARLIAMENT BUILDINGS AT 12.30 PI

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP

ABSENT WITH APOLOGY

Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP

ABSENT

Hon. Peter Mwathi, MP
Hon. Musa Sirma, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Wilson M. Litole, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. D. O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon- Assistant Director of Audit
MIN. NO.42/2009 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER

AND MINISTER FOR LOCAL GOVERNMENT

Mr. Sammy Kirui, Accounting Officer, Office of the Deput Prim= Minister and Ministry of
Local Government accompanied by Messrs:

i) Ruth N. M. Kiiru Director, Local Authorities Inspectorate

i) Patrick Karanja Deputy Director, Inspectorate of Local Authorities
i) P. M. Kamau - Deputy Director, Inspectorate of Local Authorities
iv) Angeline A. Hongo Program Co-ordinator

1
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appeared before the Committce {o respond to issues reiating to the management and
accountability of local authorities.

VIIN. NO.43/2009 DEFERRED EVIDENCE

The Committee was informed that the Deputy Prime Minister and Minister for Local
Government could not attend the meeting because of other commitments. He opted to
have his Permanent Secretary represent him in the Committee.

The Committee deliberated and resolved that in the absence of the Deputy Prime Minister
and Minister for Local Government, the meeting could not continue as the issues under
discussion were matters of policy and fell squarely in the purview of the Minister.

The Committee therefore directed the Permanent Secretary to liaise with the Deputy Prime
Minister and Minister for Local Government so as to ensure that the meeting is re-
scheduled to be within the next one week.

MIN. NO 44/2009 ANY OTHER BUSINESS

i)  The Chairperson informed the Committee that the Liaison Committee had
resolved that until the supplementary budget was passed, each Committee will
operate on a budget of Kshs. 11.5 million this financial year.

i)  The Secretariat was requested to provide the Members with the proposed work
plan and the proposed Budget prior to their approval in the next meeting.

i)  The Permanent Secretary informed the Committee that the Ministry had
organized a workshop for all Chief Officers to be held on 1% - 3™ September
2009 in Nairobi. The Committee directed the Permanent Secretary to forward
(in advance) the programme of the workshop to the Committee, for it to be
verified whether it contains Committee intentions.

iv) The Commitiee deliberated on the invitation to the Annual Association of Public
Accounts Committees (APAC) conference 2009 to be held in Cape Town
(South Africa) from 27" - 30" September 2008. It was resolved that the
Chatrperson could appeal to the Clerk of the National Assembly to allow only
the Committee to represent the Assembly in the Conference.

MIN. NO.45/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at half past one o’clock until
further notice.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 23/11/2009
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MINUTES OF THE THIRTEENTH SITTING OF THE LOCAL AUTHORITIES & "lini

ACCOUNTS COMMITTEE HELD ON MONDAY 24"" AUGUST 2609 IN CONFERLNO .
ROONM, COUNTY HALL, PARLIAMENT BUILDINGS AT 2.30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP

Hon. Pollyins O. Anyango, MP

Hon. Peter Mwathi, MP

Hon. Wilson M. Litole, MP

ABSENT WITH APOLOGY

Hon. Musa Sirma, MP
ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Nemesyus Warugongo, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant |l
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. B. F. N. Kiguongo - Director of Audit
Mr. D. O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon- Assistant Director of Audit
MIN. NO.46/2009 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER

AND MINISTER FOR LOCAL GOVER NMENT

Hon. Wycliffe Musalia Mudavadi, EGH, MP, Deputy Prime Minister and Minister for Local
Government, accompanied by Messrs:-

) Sammy Kirui - Permanent Secretary

i) Ruth Kiiru - Director, Local Authorities Inspectorate

iil) P. M. G. Kamau Deputy Director, Local Authorities Inspectorate
iv) Angeline Hongo Program Coordinator, Kenya Local Government

Reforms
M
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4

appeared before the Committee to respond fo the following issues rclating to the
mianagement and accouniabilily of local authorities:-

i} Lack of certified accounts for several councils;

i) Production of accounts without books of accounts;

i) The quality of responses to audit queries;

iv) Procurement of accounting and auditing services for local authorities;
v) Lack of set standards for accountability in local authorities;

vi} Competence of Chief Officers;

vii) Frequent transfers of Chief Officers;

vii)LATF Funds disbursed/utilized contrary to the LATF Act;

ix) Possible negligence in overseeing local authorities.

MIN. NO.47/2009 OUTSTANDING ISSUES

(a) The Committee noted that the Minister did not adequately respond to some of
the issues and directed that:-

1) a report on the Ministry’s proposals for the amendments to the LATF Act be
forwarded to the Committee;

i) the report detailing the economic viability and rationalization of local
authorities and the suggested actions for each one of them be availed to the
Committee;

i) a report on the structures put in place to address staffing and capacity
building in local authorities be availed to the Committee.

(b) The Committee was concerned that the Ministry had taken too long to amend the
outdated Local Government Act (CAP. 265 — Laws of Kenya). The Minister
informed the Committee that the bill to amend the Act is at the Cabinet level.

MIN. NO.48/2008 ADJOURNMENT

There being no other business, the sitting was adjourned at ten minutes to six o’'clock until
Wednesday 26 August 2009 at 4.00 pm.

Signed .HON, THOMAS MWADEGHU, MP__
(Chairperson)

Date ) 23/11/2009

. . . e ]
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WiINUTES OF THE FOURTEENTH SITIING CF TH ,Lf’ AL ANSTHORITIES & FUNDRS

f ACCOUNTS COMMITTEE HELD ON WEDNESDAY 26" 4 UsT 2009 IN COMMITTE S
ROOM 7. PARLIAMENT BUILDINGS AT 4:30 PM
PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Wilson M. Litole, MP

Hon. Musa Sirma, MP

Hon. Pollyins O. Anyango, MP

ABSENT WITH APOLOGIES
Hon. Nemesyus Warugongo, MP

ABSENT

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Abdul Bahari, MP
Hon. Peter Mwathi, MP

INATTENDANCE
NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant I
Mr. Gideon Kidenda - Parliamentary Intern
MIN. NO.49/2009 MEETING WITH THE CHIEF OFFICERS

The Chairperson informed the Committee that the Minister for Local Government had
organized an interactive forum between the Committee and the Chief Officers of Local
Authorities, together with their Mayors and Finance Committee Chairmen on Tuesday 1°
September 2009 at 3.00pm at KICC, during the Local Authorities Performance Contracting
function. The Committee agreed to attend.

MIN. NO.50/2009 ATTENDANCE OF COMMITTEE MEETINGS

It was noted that some Members were not committed to Committee meetings and activities,
contrary to Standing Order 169. The Committee agreed that the Chair could invoke the
provisions of Standing Order No. 169 accordingly.

MIN. NO.51/2009 ADJOURNMENT

There being no other issues, the sitting was adjourned at forty minutes past four o'clock
until Wednesday 2 September 2009, at 12.30 pm.

Signed _HON. THOMAS MWADEGHU, MP
(Chairperson)
Date 23/11/2009
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MINUTES OF THE FIFTEENTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON WEDNESDAY 2"° SEPTEMBER 2008 IN
COMMITTEE ROOM 7, PARLIAMENT BUILDINGS AT 12:30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Wilson M. Litole, MP

Hon. Musa Sirma, MP

Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGIES

Hon. Benjamin Langat, MP
Hon. Charles M. Nyamai, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Abdul Bahari, MP
Hon. Peter Mwathi, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Mr. Gideon Kidenda - Parliamentary Intern
MIN. NO.52/2009 DELIBERATION ON COMMITTEE WORK PLAN

(a) Local Tours:
The Committee resolved to deliberate on the matter in the next meeting.
(b) Evidence Sessions:

The Committee noted that the Reports of the Controller and Auditor Gene:al
together with the Appropriation Accounts, Other Public Accounts and the Accounts of
the Funds for the years 2006/2007 and 2007/2008 were ready. The Committee
resolved to take evidence from the Accounting Officer of the CDF on Monday 12
October at 2:30 pm and Tuesday 13 October at 9:00am on the queries raised in
paragraphs 1307- 1331 (2006/2007 accounts) and 388- 428 (2007/2008 accounts).
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YiiN. NO.53/2009 ANY OTHER BUSINESS

The Chairperson informed the Committee that he will meet with the Clerk of the National
Assembly on the possibility of all the members of the Committee atlending the 1™ APAC
Conference to be held in Cape Town, South Africa.

MIN. NO.54/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at ten minutes o one o’clock until
Monday 7 September 2009, at 2.30 pm.

Signed .HON. THOMAS MWADEGHU, MP _
(Chairperson)
Date 23/11/2009

]
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MINUTES OF THE SIXTEENTH SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON MONDAY 7" SEPTEMBER 2009 IN COMMITTEE
ROOM 9, PARLIAMENT BUILDINGS AT 2:30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP

Hon. Wilson M. Litole, MP

Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGIES

Hon. Peter Mwathi, MP
ABSENT

Hon. Ferdinand Waititu, MP

Hon. Simon Mbugua, MP

Hon. Musa Sirma, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant (]
Mr. Gideon Kidenda - Parliamentary Intern
MIN. NO.55/2009 DELIBERATION ON COMMITTEE WORK PLAN

(a) Review of evidence sessions:

The Committee took an in-depth review of its last ten sittings where some major
councils appeared to give evidence. Since it was the first time for the accounts of
Local Authorities to be examined, the Committee observed and noted several issues
of concern. The Committee resolved:-

1) to suspend (with immediate effect) the taking of evidence from the councils until
further notice;

i) that a consultative stakeholders’ forum/workshop (between the Committee, the
Kenya National Audit Office, the Inspectorate of Local Authorities and all the
Chief Officers of Councils) be undertaken in regions, in order to address the
issues and chart the way forward;

iif) to undertake spot check inspection tours on both queried and on-going projects;

and,
M
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iv) to undertzke Public hearings in order to get public views on the performance of
councils.

(b) lLocal Tours:

The Committee approved its proposed work plan to go round the country to meet the
Chief Officers of Local Authorities. In order to cover the entire country within the
limited time, the Committee resolved to sub-divide itself into two groups (A and B),
each comprising of five Members. Each group would cover four provinces within the
period provided.

i) Group A would cover Nyanza, Western, Rift Valley, and Nairobi provinces.
iy Group B would cover Central, Coast, Eastern and North Eastern provinces.

MIN. NO.56/2009 ANY OTHER BUSINESS

The Committee was informed that the Clerk of the National Assembly had advised that it
was not possible for all Members of a Committee to go for foreign travel and the Speaker
concurred. Three Members were authorized to attend. The Committee nominated Hon.
Benjamin Langat, MP, Hon. Wilson M. Litole, MP, and Hon. Nemesyus Warugongo, MP.

MIN. NO.57/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at thirty minutes past three
o'clock until further notice.

Signed JHON. THOMAS MWADEGHU, MP
(Chairperson)

Date 23/11/2009

e
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MINUTES OF THE SEVENTEENTH SITTING OF THE LOCAL AUTHORITIES & FUNDS

ACCOUNTS COMMITTEE HELD ON MONDAY 12" OCTOBER 2009 IN CONMMITTEE
ROOM 9, PARLIANMENT BUILDINGS AT 2:30 PM

PRESENT

Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP

Hon. Wilson M. Litole, MP

Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

Hon. Musa Sirma, MP

Hon. Peter Mwathi, MP

ABSENT WITH APOLOGIES

Hon. Thomas L. Mwadeghu, MP
ABSENT

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant |l
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mrs. Agnes C. Mita - Deputy Director of Audit
Mr. George O. Nashon - Assistant Director of Audit
Mr. Walter O. Owele - Senior Auditor
MIN. NO.58/2009 EVIDENCE: CONSTITUENCIES DEVELOPMENT FUND

The Appropriation Accounts, Other Public Accounts and the Accounts of the Funds for the
years 2006/2007 and 2007/2008.

Mrs. Agnes Odhiambo, Accounting Officer and Chief Executive Officer, Constituencies
Development Fund, accompanied by Messers:-

(i) Emmanuel Y. Ouya - Chief Accountant
(i) Boniface Makongo - Legal Officer
(iii) Lucy Makau - Program Coordinator
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(iv) Isaac Kamau Nganga - Internal Audiicr
(v) V. K. Gacahera — Senior Accountant

appeared to give evidence on the following paragraphs:

i) Paragraphs 1307 - 1313 of 2006/2007 Accounts on Financial lIrregularities at
Gachoka Constituency Development Committee Office.

i) Paragraphs 1314 - 1316 of 2006/2007 Accounts on Unaccounted for Funds
Kajiado Central Constituency Development Fund.

i) Paragraphs 1317 - 1318 of 2006/2007 Accounts on Unaccounted for Kimilili

Constituency Development Fund.

MIN. NO.59/2009 OUTSTANDING EVIDENCE: PARAGRAPH 1307-1313 OF
2006/2007 — FINANCIAL IRREGULARITIES AT GACHOKA
CONSTITUENCY DEVELOPMENT COMMITTEE OFFICE

The Committee while noting that the response provided was unsatisfactory, resolved that
the Accounting Officer should provide further information (within two weeks) on the
following:

(i) How the contractor was identified and whether the law allowed for single sourcing;

(i) The identity and owners of the company;

(i) Whether the work was actually done;

(iv) Why the contractor was paid in advance;

(v) Whether there was a security or performance bond;

(vi)The position of the recovery of dishonored cheques of ksh. 150,000 by the
contractor M/s Watermax drilling systems.

MIN. NO.60/2009 OUTSTANDING EVIDENCE: PARAGRAPH 1314-1316 OF
2006/2007 — UNACCOUNTED FOR FUNDS AT KAJIADO
CENTRAL CONSTITUENCY DEVELOPMENT FUND

The Committee directed the Accounting Officer to confirm (within two weeks) when the
District Development Officer initially received the documents, when the documents were
sent to the CDF Board and why they were not availed for audit in time.

MIN. NO.61/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at forty minutes past five o'clock
until Tuesday 13" October at 9.00am

Signed _HON. THOMAS MWADEGHU, MP _
(Chairperson)

Date _23/11/2009
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MINUTES OF THE EIGHTEENTH SITTING OF THE LOCAL AUTHOMG (LS & FUNDS

ACCOUNTS COMMITTEE HELD ON TUESDAY 13" OCTOBER 2005 IN COMMITILE

ROOM 9, PARLIAMENT BUILDINGS AT 9:00 AM

PRESENT

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Benjamin Langat, MP (Ag. Chairperson)
Charles M. Nyamai, MP

Abdul Bahari, MP

Wilson M. Litole, MP

Pollyins O. Anyango, MP

Nemesyus Warugongo, MP

Musa Sirma, MP

Peter Mwathi, MP

ABSENT WITH APOLOGIES

Hon.

ABSENT

Hon.
Hon.

Thomas L. Mwadeghu, MP

Ferdinand Waititu, MP
Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mrs. Agnes C. Mita - Deputy Director of Audit
Mr. George O. Nashon - Assistant Director of Audit
Mr. Walter O. Owele - Senior Auditor

MIN. NO.62/2009 REMARKS BY THE CHAIRPERSON

The Chairperson introduced the ‘ollow::.g visiting delegation from Canada i.e. the Canadian
Comprehensive Audit Foundation:

(i) Hon. Shawn Murphy, MP - Member of Parliament of Charlotte
Town & Chairperson of Public Accounts
Committee

(i) Elwin Hermason - Chief Commissioner & Chief Executive
Officer

(i) Geoff Dubrow - Principal Associate
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ihe Chairperson welcomed them and informed them that since the proceedings were
open, they were iree to attend and listen 1o the proceedings, provided that they do not

participate.

MIN. NO.63/2009 EVIDENCE: CONSTITUENCIES DEVELOPNMENT FUND

The Appropriation Accounts, Other Public Accounts and the Accounts of the Funds for the
financial years 2006/2007 and 2007/2008.

Mrs. Agnes Odhiambo, Accounting Officer and Chief Executive Officer, Constituencies
Development Fund, accompanied by Messers:

(i) EmmanuelY. Ouya - Chief Accountant

(i) Boniface Makongo — Legal Officer

(in) Lucy Makau — Program Coordinator

(iv)Isaac Kamau Nganga - Internal Auditor

(v) V. K. Gacahara — Senior Accountant

appeared and gave evidence on the following paragraphs:-

vi)

Paragraph 1319 of 2006/2007 accounts on lIrregular Funding on an
Association through Funyula Constituencies Development Fund.

Paragraph 1320 - 1326 of 2006/2007 accounts on Procurement Irregularities
- Mbita CDC.

Paragraph 1327- 1331 on 2006/2007 accounts on Financial Mismanagement
of the Saboti CDF.

Paragraph 388 of 2007/2008 accounts on Outstanding Temporary Imprest,
Kitui West CDF

Paragraph 389 of 2007/2008 accounts on Outstanding Imprest, Mutito
Constituency CDF.

Paragraph 390-391 of 2007/2008 accounts on Loss of Funds at Gatundu
South CDF.

vil) Paragraph 392-398 of 2007/2008 accounts on Unaccounted for Project

Funds for Ndaragwa CDF.

viii)Paragraph 399-402 of 2007/2008 accounts on lrregular Expenditure in Juja

CDF.

MIN. NO.64/2009 OUTSTANDING EVIDENCE: PARAGRAPH 1320-1326 OF

()

27 46/2027 - PROCUREMENT IRREGULARITIES AT MBITA
CONSTITUENCY DEVELOPMENT COMMITTEE

The Commitiee requested the auditors to confirm the existence of the
companies that were awarded tenders for the procurement of school desks,
chairs and lockers in Mbita Constituency.

(i) The Accounting Officer was directed to avail information pertaining to the

payments made to the District Works Officer (DWO) amounting to Ksh.
69,730 and Ksh. 7,082.
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MIN. NO. 65/2063 OUTSTANDING EVIDENCE: PARAGRAPH 389 OF 2007/2008
— OUTSTANDING IMPREST AT MUTITO CDFC

The Accounting Officer was directed to avail an analysis and documentation of
figures adding up to the imprest issued and surrendered.

MIN. NO. 66/2009 OUTSTANDING EVIDENCE: PARAGRAPH 390-391 OF
2007/2008 — LOSS OF FUNDS AT GATUNDU SOUTH CDF

i) The Committee directed the Accounting Officer to provide the name of the
payee of the cheques for the amounts of Ksh. 80,000 and Ksh. 165,000
whose leaves were reported to be stolen.

i) The Committee directed the Accounting Officer to write a demand letter to the
bank to recover the loss arising from the negligence of the bank.

MIN. NO. 67/2009 OUTSTANDING EVIDENCE: PARAGRAPH 392-398 OF
2007/2008 - NDARAGWA CONSTITUENCY DEVELOPMENT
FUND

The Committee noted that the explanation on the installation of lightning arrestors at
Kametha Primary School and installation of electrical accessories and wiring
supplies at Baari Dispensary was unsatisfactory and resolved that an inspection tour
of the projects will be undertaken at a later date.

MIN. NO. 68/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at thirty minutes past twelve
o’clock until Monday 16" November at 2.30pm

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date . 23/11/2009

e e}
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MINUTES OF THE NINETEENTI SITTING (ﬂ:_»rh LOCAL AUTRCRITIES & %L'\;i_\"‘.
ACCOUNTS COMMITTEE HE L_D CN MONDAY 16'7 MOVEMEER 2009 IN COMMITTEY
ROON 9, PARLIAMENT BUILDINGS AT 2:30 P

PRESENT

Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Charles M. Nyamai, MP

Hon. Abdul Bahari, MP

Hon. Wilson M. Litole, MP

Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

Hon. Musa Sirma, MP

Hon. Peter Mwathi, MP

ABSENT WITH APOLOGIES

Hon. Thomas L. Mwadeghu, MP

ABSENT

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mrs. Agnes C. Mita - Deputy Director of Audit
Mr. Obed K. Chweya - Assistant Director of Audit
Mr. Nicholas Kagondu - Assistant Director of Audit
Mr. George O. Nashon - Assistant Director of Audit
Mr. Walter O. Owele - Senior Auditor
MIN. NO.69/2009 EVIDENCE: CONSTITUENCIES DEVELOPMENT FUND

The Appropriation Accounts, Other Public Accounts and the Accounts of the Funds
for the financial years 2006/2007 and 2007/2008.

Mrs. Agnes Odhiambo, Accounting Officer and Chief Executive Officer,
Constituencies Development Fund, accompanied by Messers:-

(i) Emmanuel Y. Ouya - Chief Accountant
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(1) Bonitace Makongo Legal Officer
(i) Lucy Makara Prograrn Coordinator
(v)Isaac Kainau Nganga — Internal Auditor

appeared and gave evidence on the following paragraphs.-

i) Paragraphs 403- 406 of 2007/2008 accounts on Mathioya CDF;

i) Paragraphs 407- 409 of 2007/2008 accounts on Construction of Office Block
by Kandara CDF Office.

iil) Paragraphs 410- 411 of 2007/2008 accounts on Unaccounted for Expenditure
by Vihiga CDF.

iv) Paragraphs 412 of 2007/2008 accounts on CDF Kwanza.

v) Paragraphs 413- 414 of 2007/2008 accounts on lrregular Salary Payments by
Kapenguria CDF Office.

vi) Paragraphs 415- 416 of 2007/2008 accounts on Ineligible Expenditure by
Marakwet CDF Office.

vii) Paragraphs 417- 418 of 2007/2008 accounts on CDF Garsen.

vii)Paragraphs 419- 421 of 2007/2008 accounts on Payment for Undelivered
Goods by Wajir East CDF.

ix) Paragraphs 422- 423 of 2007/2008 accounts on Mandera Central CDF.

X) Paragraphs 424- 425 of 2007/2008 accounts on Mandera West CDF.

xi) Paragraphs 426- 428 of 2007/2008 accounts on Lagdera CDF.

MIN. NO.70/2009 OUTSTANDING EVIDENCE: PARAGRAPH 422-423 OF
2007/2008 - MANDERA CENTRAL CDF

The Committee requested the Controller and Auditor General to undertake physical
verification of the queried projects in the Constituency and report to the Committee
at the report writing stage.

MIN. NO. 71/2009 OUTSTANDING EVIDENCE: PARAGRAPH 424-425 OF
2007/2008 - MANDERA WEST CDF

The Accounting Officer was directed to provide the names of the Directors of the
NGO which engaged in the supply of household materials to the mentioned pastoral
dropouts camping.

MIN. NO. 72/2009 QUTSTANDING EVIDENCE: PARAGRAPH 426-428 OF
2007/2008 - LAGDERA CDF

i) The Committee directed the Accounting Officer to provide the list of beneficiaries
of the unapproved projects which were undertaken.

i) The Committee also resolved that the Accounting Officer could be called upon to
appear before it (at a later date) with the contractor of the projects in question in
order to give further evidence.

e - X
e ————— e
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MIN. NO. 73/2009 PAPER LAID

The following paper was laid on the table:

The Board'’s letter to the Permanent Secretary Ministry of State for Planning and
Vision 2030 dated 12! October 2009 on Mathioya CDF Fund - KENAO Audit Query
2007/2008.

MIN. NO.74/2009 ANY OTHER BUSINESS

Arising from the results of the Inspection tour and matters in the public domain, the
Committee resolved to request the Controller and Auditor General to carry out
special audit on Purchase of Cemetery Land at Embakasi/Mavoko by the City
Council of Nairobi within two (2) weeks, effective from 23 November 2009, in order
to give urgent attention to any issues raised.

MIN. NO.75/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at six o'clock until Tuesday
17™ November at 10.00am

Signed HON. BENJAMIN LANGAT, MP

Date 1 6/3/2010

m
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v

MINUTES OF THE TWENTIETH SITTING OF THE LOCAL AUTHORITIES & FUND

ACCOUNTS COMMITTEE HELD ON TUESDAY 17" NOVEMBER 2009 IN COMMITTEE
ROOM 9, PARLIAMENT BUILDINGS AT 10:00 AM

PRESENT

Hon. Charles M. Nyamai, MP (Ag. Chairperson)
Hon. Abdul Bahari, MP

Hon. Pollyins O. Anyango, MP

Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGIES

Hon. Thomas L. Mwadeghu, MP
Hon. Benjamin Langat, MP
Hon. Peter Mwathi, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Wilson M. Litole, MP
Hon. Musa Sirma, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomol - Clerk Assistant Il
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. David O. Gichana - Deputy Director of Audit

Mrs. Tabitha N. Waweru - Assistant Director of Audit

Mr. George Otieno Nashon - Assistant Director of Audit
MIN. NO.76/2009 REMARKS FROM THE CHAIRPERSON

The Chair reminded the Committee that d: e to t~> Speaker’'s Kamukunji scheduled
for eleven o'clock there was need for the meeting to take a short time.

_MIN. NO.77/2009 BRIEF BY THE KENYA NATIONAL AUDIT OFFICE

The Deputy Director of Audit briefed the Committee on the common features and
issues noted in the various projects that were funded and undertaken by the Urban
Development Department. He cited the following as the main features:-
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1 Delay in cemmencement of prejecis;

) Poor workmanship;

ni) Stalled/terminated projects;

tv) Variation of Contract sum;

v) Projects undertaken without involvement of relevant councils and residents;

vi) Slow progress;

vii) Payments made without supporting documents and not commensurate with
work done;

vii)Some projects have land disputes; and many others.

The Committee requested the Deputy Director of Audit to compile a summarized
report of the issues on the various projects and avail to the Committee during the
day of evidence.

MIN. NO.78/2009 ANY OTHER BUSINESS

(a) Foreign Study Tour:
The Committee resolved to undertake a foreign study tour of the National
Assembly of South Africa and Parliament of New Zealand in January/February
2010.

MIN. NO.79/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at fifteen minutes past
eleven o’clock until Thursday 19" November at 10.30am.

Signed "HON. BENJAMIN LANGAT, MP

(Chairperson)

Date 16/3/2010
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MINUTES OF THE TWENTY FIRST SITTING OF THE LOCAL AUTHORITIES & FUNDS
ACCOUNTS COMMITTEE HELD ON THURSDAY 19 ™ NOVEMBER 2009 IN
COMMITTEE ROOM 9, PARLIAMENT BUILDINGS AT 10:30 AM

PRESENT
Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGIES

Hon. Abdul Bahari, MP

Hon. Peter Mwathi, MP

Hon. Nemesyus Warugongo, MP
Hon. Pollyins O. Anyango, MP
Hon. Wilson M. Litole, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Musa Sirma, MP

OTHER MEMBERS PRESENT

Hon. Shakeel Shabbir, MP (Chair, Departmental Committee on Local Authonties)
Hon. David Ngugi, MP (Vice-Chair, Departmental Committee on Local Authorities)

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant {l
Mr. Gideon Kidenda - Parliamentary Intern
MIN. NO.80/2009 CONFIRMATION OF MINUTES

The minutes of the following sittings were confirmed by the Members present
and signed by the Chairperson:

i) Minutes of the 2" sitting held on 25" June 2009
i) Minutes of the 3" sitting held on 13" July 2009
i) Minutes of the 4™ sitting held on 27" July 2009
iv) Minutes of the 5" sitting held on 28" July 2009
v) Minutes of the 6™ sitting held on 31 July 2009
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MIN. N©.51/2009 MATTERE ARISING

Under Min No. 8/2008, Members sought to know the status of the planned
study tours to South Africa and Tanzania. Members resolved to visit South
Africa and Australia and directed that the precess of the arrangements for the
travel be commenced with immediate etffect.

MIN. NO.82/2009 ANY OTHER BUSINESS

Hon. Shakeel Shabbir, MP, the Chairperson of the Departmental Committee
on Local Authorities briefed the Committee on the issues of the purchase of
Cemetery Land currently under his Committee’s investigation. He also

discussed:-

i) the need for both Committees to work together in dealing with the
issues of the Cemetery land under query;

i) the need for the two Committees to hold a joint meeting on the same

matter mentioned above and chart the way forward.

MIN. NO.83/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at forty five minutes past
eleven o’clock until Monday 23™ November at 2.30pm.

Signed .HON. BENJAMIN LANGAT, MP
(Chairperson)

Date 16/3/2010

e e e N e e —
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04

MINUTES OF THE TWENTY SECOND SITTING OF THE LOCAL AUTHORITIES &

FUNDS ACCOUNTS COMMITTEE HELD ON MONDAY 23" NOVEMBER 2009 It
COMMITTEE ROOM 7, PARLIAMENT BUILDINGS AT 2:30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Peter Mwathi, MP

Hon. Wilson M. Litole, MP

Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGIES

Hon. Abdul Bahari, MP

Hon. Benjamin Langat, MP

Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP

ABSENT

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Musa Sirma, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant I

Mr. Gideon Kidenda - Parliamentary Intern
MIN. NO.84/2009 CONFIRMATION OF MINUTES

The minutes of the following sittings were confirmed by the Members present and
signed by the Chairperson:

i) Minutes of the 7" sitting held on 3™ August 2009

i) Minutes of the 8" sitting held on 4" August 2009

i)  Minutes of the 9" sitting held on 6™ August 2009

iv)  Minutes of the 10" sitting held on 10" August 2009

V) Minutes of the 11" sitting held on 11 August 2009

vi)  Minutes of the 12" sitting held on 19" August 2009
vii)  Minutes of the 13" sitting held on 24" August 2009
vii)  Minutes of the 14" sitting held on 26"™ August 2009

ix) Minutes Jf the 15" sitting held on 2" September 2009
X) Minutes of the 16" sitting held on 7™ September 2009
xi)  Minutes of the 17" sitting held on 12 October 2009
xii)  Minutes of the 18" sitting held on 13™ October 2009
xiii)  Minutes of the 19" sitting held on 16" November 2009
xiv)  Minutes of the 20" sitting held on 17" November 2009
xv)  Minutes of the 21% sitting held on 19™ November 2009

—_—_—_—_—-——_—*—“—————;‘—__‘—____
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MIN. N0.85/2009 MATTERS ARISING

)

Under Min. No. 39/2009, the Chairperson informed the Committee that the
Liaison Committee had resolved that since most of the Members were not
very conversant with the new standing orders, those who had contravened
standing order 169 could be warned and given another last chance to adhere
to the rules in subsequent meetings.

Under Min 47/2009, the Committee noted that the outstanding issues had not
been resolved or provided and resolved that a reminder letter could be sent to
the Office of the Deputy Prime Minister and Minister for Local Government.

MIN. NO.86/2009 ANY OTHER BUSINESS

f)

i)

The Committee was informed that Australia was not willing to receive Kenyan
Parliamentary delegations until August 2010. The Committee therefore
resolved to visit New Zealand (instead of Australia) and South Africa.

The Committee was informed that a letter had been written to the Controller
and Auditor General requesting for a special audit on the purchase of
cemetery land at Mavoko/Embakasi by City Council of Nairobi.

The Committee noted with concern the issues in the public domain pertaining
financial management of the Youth Enterprise Development Fund. Of
particular concern was the alleged misappropriation of funds by the Chief
Executive (Accounting Officer). The Committee therefore resolved to request
that the Controller and Auditor General carries out a special audit on Youth
Development Fund within two (2) weeks, effective from 25 November 2009.

The Committee noted that during the recent Joint induction workshop of
Watchdog Committees held in Naivasha, it was informed that a donor fund
component is available (at the Treasury) for the capacity building of Watchdog
Committees. Noting that Tanzania was the first East African country to
establish a separate investigatory Committee that exclusively examines the
accounts of local authorities, the Committee was interested in visiting the
Parliament of Tanzania with a view to benefiting from the experiences of the
counter part Committee. The Committee resolved to undertake the visit on 13
— 15 January 2010.

MIN. NO.87/20089 ADJOURNMENT

There being no other business, the sitting was adjourned at four o'clock until
Monday 30" November at 2.30pm.

Signed

Date

(Chairperson)

16/3/2010
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MINUTES OF THE TWENTY THIRD SITTING OF THE LOCAL AUTHORITIES & FUNDS

ACCOUNTS COMMITTEE HELD ON MONDAY 30" NOVEMBER 2008 IN COMMITTEE

ROOM 7, PARLIAMENT BUILDINGS AT 2:30 PM

PRESENT

Hon. Thomas L. Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice- Chairperson)
Hon. Peter Mwathi, MP

Hon. Charles M. Nyamai, MP

Hon. Pollyins O. Anyango, MP

ABSENT WITH APOLOGIES

Hon. Wilson M. Litole, MP

Hon. Abdul Bahari, MP

Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP

ABSENT

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
Hon. Musa Sirma, MP

IN - ATTENDANCE

NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant [l
Mr. Gideon Kidenda - Parliamentary Intern

KENYA NATIONAL AUDIT OFFICE

Mr. David O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit
MIN. NO.88 /2009 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER

AND

MINISTRY OF LOCAL GOVERNMENT

Mr. Sammy Kirui, MBS, CBS, Accounting Officer, Office of The Deputy Prime
Minister and Ministry for Local Government, accompanied by Messrs:

(i) Enosh M. Onyango - Acting Director, Urban Development
Department
(i) Eng. Joshua Ndiangui - Senior Superintendent Engineer

i S St
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appeared to give evidence on projects underizken by the Urban Development
Department (UDD).

NMIN. NO.39/2009 DEFERRED EVIDENCE

The Committee noted that the Accounting Officer was not adequately prepared to
address the anomalies observed in various UDD projects across the country, and
specifically issues relating to Chavakali market. The Committee therefore directed
the Accounting Officer to go and prepare adequately before reporting back in seven
days.

MIN. NO.90/2009 ADJOURNMENT

There being no other business, the sitting was adjourned at forty five minutes past four
o’clock until Tuesday 8" December at 9.00am.

Signed _HON. BENJAMIN LANGAT, MP
(Chairperson)

Date o BI3I2010

e~ ——————————————————————————————————————————————————————————————
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MINUTES OF THE TWENTY FOURTH SITTING OF THE LOCAL AUTHORITIES &
FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY FEBRUARY 57 2010 IN THE
CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BU!LDINGS AT 9.30
AM.

PRESENT:

Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Wilson Litole, MP

Hon. Charles M. Nyamai, MP

Hon. Pollyins O. Anyango, MP

Hon. Musa Sirma, MP

Hon. Abdul Bahari, MP

ABSENT:
Hon. Benjamin Langat, MP
Hon. Peter Mwathi, MP
Hon. Nemesyus Warugongo, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSENMBLY
Mrs. Lucy Wanjohi - Clerk Assistant
Ms. Wanjiru Ndindiri - Clerk Assistant Il
Ms. Leah Wanjiru - Clerk Assitant Il
Mr. Samuel Kalama - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr David O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon- Assistant Director of Audit
MIN. NO.91/2010 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER &

MINISTRY OF LOCAL GOVERNMENT

Mr. Sammy Kirui, MBS, CBS, Accounting Officer, Ministry of Local Government,
accompanied by Messrs:

(i) Mr. H.S. Chavera - Chief Finance Officer

(i)  Mr. E.M. Onyango - Director, Urban Development Department
(i) Mr. J.0. Ogutu - Assistant Director

(iv) Mr. B.O.Misera - Head, Supply Chain Management

(v) Eng. Joshua Ndiangui - Senior Superintendent Engineer (Roads)
(viy Mr. Moses Mak’Ogweno - Architect

appeared to continue giving evidence on various projects done by the Urban Development
Department (UDD) of the Ministry of Local Government. The Committee deliberated and

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

128



resolved that since the imatiers under diccussion teuch on poiicy decisions, it would not be
prudent to continue with the meeting in the absence of the Deputy Primie Minister and
Minister for Local Government, so as to conclusively deal with the matter. The Ministry was
informed that notification would be sent regarding the date of the next meeting as soon as

possible.

MIN. NO. 92/2010 ADJOURNMENT

And the time being twenty minutes past ten o’clock, the meeting was adjourned sine die.

Signed . HON. BENJAMIN LANGAT, MP_ .
(Chairperson)
Date 16/3/2010
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MINUTES OF THE TWENTY FIFTH SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE HELD ON WEDNESDAY FEBRUARY 177" 2010 N
THE CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT
10.00 AM.

PRESENT:

Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP

Hon. Wilson Litole, MP

Hon. Charles M. Nyamai, MP

Hon. Pollyins O. Anyango, MP

Hon. Peter Mwathi, MP

Hon. Musa Sirma, MP

ABSENT WITH APOLOGY :

Hon. Nemesyus Warugongo, MP

ABSENT:
Hon. Abdul Bahari, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant 1

KENYA NATIONAL AUDIT OFFICE

Mr David O. Gichana - Deputy Director of Audit
Ms. Tabitha N. Waweru Assistant Director of Audit
Mr. George O. Nashon Assistant Director of Audit

MIN. NO. 83/2010 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER &
MINISTRY OF LOCAL GOVERNMENT

Mr. Sammy Kirui, MBS, CBS, Accounting Officer, Ministry of Local Government,
accompanied by Messrs:

() Mr. H.S. Chavera - Chief Finance Officer

(i) Mr. Enosh M. Onyango - Director, Urban Development Department
(i) Ms. Ruth N. Kiiru - Director, Local Authorities

(iv) Mutua P. Nzoka, OGW - Director, Market Development

(v) Mr. Reuben K. Rotich - Senior Deputy Secretary

(vi) Eng. (Mrs) Veronica Maundu - Senior Assistant Director

(vii) Mr. J.0. Ogutu - Assistant Director
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(vil) Mr. B O Miseta - ficad, Supply Chain Management

(ix) Mr Joseph O. Warega - Principal Accountant

{x) Eng. Joshua Ndiangui - Senior Superintendent Engineer (Roads)
(xi) Eng. Raphael Murimi - Superintendent Engineer

(xu1y Mr. Moses Mak’Ogweno - Architect

(xiii) Mr. Silas Nyambok - Engineer

(xiv) Mr. Tom N. Omai - Engineer

(xv) Mr. Ephantus Kamau - Engineer

(xvi) Q.S. Michael Mwendwa - Quantity Surveyor

appeared to continue giving evidence on various projects done by the Urban Development
Department (UDD) of the Ministry of Local Government. The Committee wanted to get
further clarification on observations noted during a tour conducted in 2009 for various
projects implemented by UDD around the country. The Accounting Officer was directed to
highlight on the following issues:

e Poor supervision & implementation of the projects by UDD
« Failure to involve Councils in the implementation of the projects
o Justification for the existence of UDD

MIN. NO. 94/2010 PENDING ISSUES

The Accounting Officer was directed to provide the following information at the Ministry's
next appearance :

(i) The costs of supervision of all UDD projects across the country
(i) The number of vehicles allocated to each project

(iii) The breakdown of the amount spent so far on the Chavakali Market project

(iv) The complete list of technical staff working in the Urban Development Department

MIN. NO. 95/2010 ADJOURNMENT

And the time being twenty five minutes past one o’clock, the meeting was adjourned until
Tuesday 23" February 2010 at 10 am.

Signed HON. BENJAMIN LANGAT, MP

(Chairperson)

Date 16/3/2010

e ————————————————————————————e e oo |
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MINUTES OF THE TWENTY SIXTH SITTING OF THE LOCAL AUTHORITIES AND ’
FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY FEBRUARY 23°° 2010 IN THE
CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT

10.00 AN,

PRESENT:
Hon. Wilson Litole, MP (Ag. Chairperson)
Hon. Charles M. Nyamai, MP
Hon. Pollyins O. Anyango, MP

ABSENT WITH APOLOGY :

Hon. Thomas Mwadeghu, MP
Hon. Nemesyus Warugongo, MP

ABSENT:
Hon. Benjamin Langat, MP
Hon. Peter Mwathi, MP
Hon. Musa Sirma, MP
Hon. Abdul Bahari, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

INATTENDANCE NATIONAL ASSEMBLY

Clerk Assistant Il
Clerk Assistant Il

Mr. Julius Ariwomoi
Ms. Wanjiru Ndindiri

KENYA NATIONAL AUDIT OFFICE

Mr David O. Gichana
Mr. George Otieno Nashon

Deputy Director of Audit
Assistant Director of Audit

MIN. NO.96/2010 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER &
MINISTRY OF LOCAL GOVERNMENT

The Committee was informed that the Accounting Officer, Ministry of Local Government
had travelled out of the country on official duties and thus had requested for postponement
ofdhis appearance. The Committee decided to re-schedule the meeting for Tuesday March
2" 2010.

MIN. NO. 87/2010 ANY OTHER BUSINESS

'The Committee deliberated and resolved that the following issues of concern, among
others should be discussed in the next meeting:

(i) Non-attendance of meetings by some Committee Members.
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() Special audit report from the Controiller & Auditor-General on the purchase of
cemetery land by the Nairobi City Courncil

() The way forward on repoits to be reviewed by the Committee, that is, the Urban
Development Department report, council reports, and other special audit reports, so
as to reduce backlog.

MIN. NO. 98/2010 ADJOURNMENT

And the time being fifty five minutes past ten o'clock, the meeting was adjourned until
Monday 1% March 2010 at 2 30 pm.

Signed _HON. BENJAMIN LANGAT, MP__
(Chairperson)
Date 16/3/2010

D e ———————————— e~ — Y
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MINUTES OF THI TW/ENTY SEVENTH SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNIS COMMITTEE HELD ON_MONDAY MARCH 1°7 2010 IN THE

CONFERENCE HALL, 15T F FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT 2.30
PW.

PRESENT:

Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Wilson Litole, MP

Hon. Nemesyus Warugongo, MP

Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGY :

Hon. Peter Mwathi, MP

ABSENT:
Hon. Benjamin Langat, MP
Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP
Hon. Abdul Bahari, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant [l
Ms. Wanjiru Ndindiri - Clerk Assistant |

MIN. NO.99/2010 HOUSEKEEPING ISSUES

The Committee discussed a number of issues and made the following conclusions :

1) Evidence on Projects done by Urban Development Department (UDD) :

The Committee resolved that it will finalize taking of evidence from the
department at the next sitting scheduled for Tuesday March 2™ 2010, and
thereafter proceed to prepare the report on the matter.

i) Replacement of Absentee Members :

The Committee was informed that the names of Hon. Waititu Ferdinand, MP
and Hon. Simon Mbugua, MP had been forwarded to the Liaison Committee,
for consideration and further action.

iii) Canadian Comprehensive Audit Foundation (CCAF) :

The Committee was informed that the organization would like to have a one
day retreat with the Committee at Windsor Golf & Country Club. The
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vi)

proposed date was Tuesday 13th April 2010, but the Committee preferred the
meeting o take place on Monday 12th April 2010 since the House will te
sitting on Tuesday. The Secretariat was requested to inform CCAF about the
proposal, for logistical purposes.

Special Audit Report on Purchase of Cemetery Land by NCC :

The Committee was informed that the report would be tabled in the House the
following day, after which it would be forwarded to the Committee for
discussion. The Chairperson was requested to liaise with the Chairperson of
the Departmental Committee on Local Authorities so as to harmonize areas of
conflict in the two committees’ mandates, in order to avoid duplication.

Foreign Study Tour :

The Members were informed that new proposals had to be submitted to
Liaison Committee, as the earlier ones had countries that had been visited by
other committees in the recent past. After deliberations, the Committee
decided to visit Turkey and Greece for one week, and Brazil the following
week. It was resolved that priority for the travel should be given to Members
who have not represented the Committee in foreign travel, in addition to
considering attendance to meeings.

Workplan for March — April 2010 :

The Committee resolved to have a report-writing retreat on 21st — 27th March
2010. The proposed hotel is Kilili Beach in Malindi. The Committee also
proposed to conduct local tours in April, in addition to considering the special
audit report.

MIN. NO. 100/2010 ADJOURNMENT

And the time being thirty minutes past three o’clock, the meeting was adjourned until
Tuesday 2" March 2010 at 10.00 am.

Signed

Date

(Chairperson)

16/3/2010
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WINUTES OF THE TWENTY EIGHTH SITTING OF THE LOCAL AUTHCRITIES AND
FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY MARCH 2"° 2010 IN THE

CONFERENCE HALL, 157 FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT
10.00 AM.

PRESENT:
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP
Hon. Wilson Litole, MP
Hon. Charles M. Nyamai, MP
Hon. Pollyins O. Anyango, MP

ABSENT WITH APOLOGY :

Hon. Peter Mwathi, MP
Hon. Nemesyus Warugongo, MP

ABSENT:
Hon. Musa Sirma, MP
Hon. Abdul Bahari, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoi Clerk Assistant I
Ms. Wanjiru Ndindiri - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr David O. Gichana - Deputy Director of Audit
Ms. Tabitha N. Waweru - Assitant Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit
MIN. NO.101/2010 EVIDENCE: OFFICE OF THE DEPUTY PRIME MINISTER &

MINISTRY OF LOCAL GOVERNMENT

Mr. Sammy Kirui, MBS, CBS, Accounting Officer, Office of the Deputy Prime Minister and
Ministry of Local Government, accompanied by Messrs :

(i) Mr. H.S. Chavera - Chief Finance Officer

(i Mr. Enosh M. Onyango - Director, UDD

(i)~ Mr. Mutua P. Nzoka, OGW - Director, Market Development
(iv)  Mr. Patrick Karanja - Deputy Director, Local Authorities
(v) Mr. Reuben K. Rotich, MBS - Senior Deputy Secretary

(vi)  Eng. (Mrs) Veronica Maundu - Senior Assistant Director (UDD)
(viiy  Mr. V.O. Ogutu - Assistant Director

(viii) Eng. Joshua Ndiangui - Senior Superintendent Engineer
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(x)  Mr. B.O Misera - Head, Supply Chain Management

(% tng. Raphacl M Githing - Superintendent Engineer
(xi Mr. M.M. Mwendwa - Quantity Surveyor |

(ai)  Mr. M.O. Mak’Ogwernc - Architect |

(xii)  Mr. Ephantus Karmau - Engineer

(xiv) Mr. T.N. Omai - Engineer

(xv)  Mr. Alphonce O. Okuke - Engineer

(xvi) Mr. Silas O. Nyambok - Engineer

appeared and continued giving evidence on various projects done by the Urban
Development Department (UDD) in the Ministry of Local Government around the country.

MIN.NO.102 /2010 PAPERS LAID

The following Papers were laid on the table:-
(i) Summary of Staff in the Urban Development Department as at February
2010.
(i) Sample of Successful Projects completed by the Urban Development
Department.

Both papers were in response to the request under Min. No. 94/2010.

MIN. NO. 103/2010 ADDITIONAL INFORMATION

The Committee directed the Accounting Officer to provide the following information, within a
week’s time, so as to assist in finalizing recommendations :

(i) A comprehensive letter detailing all the issues and problems faced by UDD while in
the field.

(iiy ~ Alist of all projects done since the Accounting Officer and the Senior Supervising
Engineer joined the Ministry. The list should contain:

(a) Name of the project
) Contract sum, and variations, if any.

c) Resident Engineer’'s name

d) Project Manager’s name

e) Contractor information

f)  Current project status, and indication of whether the Ministry is satisfied or not

with the work.

(i) In reference to the Garissa bus park, the Ministn shouiu provide specifications of
works, performance bonds and agreements for both contractors who did the job.

(iv) A list of the contractors involved in all projects discussed by the Committee, and
indication of whether the said contractors were awarded contracts by other
ministries thereafter.

(v) A list of projects done without variations or redesigns, and completed within the
specified contract period.

]
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[N

ADJOURNMENT

MITN, MO, 104720

And the time being ten minutes past one o'clock, the meeting was adjourned until Tuesday
9" March 2010 at 10.00 am.

Signed  HON. BENJANMIN LANGAT, MP_
(Chairperson)

Date 16/3/2010

S ——
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MINUTES OF THE TWENTY NINTH SITTING OF THE LOCAL AUTIGRITIES ANU

FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY MARCH 9™ 2010 In [HE TV

ROOM, MAIN DINING HALL, PARLIAMENT BUILDINGS AT 10.00 AN

PRESENT

Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Abdul Bahari, MP

Hon. Pollyins O. Anyango, MP

Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP

Hon. Wilson Litole, MP

Hon. Peter Mwathi, MP

Hon. Nemesyus Warugongo, MP
Hon. Musa Sirma, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant |
Ms. Wanjiru Ndindiri - Clerk Assistant !l
MIN. NO.105/2010 HOUSEKEEPING ISSUES

The Committee discussed and resolved the following:

Special audit report on the purchase of cemetery land : The Chairperson is to
consult the Speaker on the way forward for the report to avoid duplication of work
done by the Departmental Committee on Local Authorities. The Committee will also
deliberate on the special audit report along with the Departmental Committee’s
report, so as to ensure that all the issues have been captured, and thereafter decide
on the way forward.

Report-writing retreat: the Committee will await the Chairperson’s return from an
fical *sit to Brazil before embarking on the retreat, possibly in the first week of
Apiil. The venue will now be a North Coast hotel in Mombasa, not Malindi as earlier
stated (preferably Whitesands, Serena or Continental).

The Committee was informed that the report to be done will cover the Induction
Workshop, general issues based on information gathered through Committee
sittings and inspection tours.

M
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MIN. NO. 106/2010 ANY OTHLR BUSINESS

The Committee was aiso informed that the Controller and Auditor-Geneiad wizs still working
on the special audit repoit for the Youth Lnterprise Development Fund requesicd.

MIN. NO. 107/2010 ADJOURNMENT

And the time being twelve noon, the meeting was adjourned until Tuesday 16" March 2010
at 10.00 am.

Signed . HON. THOMAS MWADEGHU, MP
(Chairperson)
Date .. 230312010 ..
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MINUTES OF THE THIRTIETH 3ITTING OF THE LOCAL AUTHORITIES AND FUNDS
ACCOUNTS COMMITTEE HELD ON TUESDAY MARCH 16™ 2010 IN THE SMALL
DINING ROOM, PARLIAMENT BUILDINGS AT 10.00 AM.

PRESENT

Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Pollyins O. Anyango, MP

Hon. Charles M. Nyamai, MP

Hon. Peter Mwathi, MP

Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Wilson Litole, MP

Hon. Nemesyus Warugongo, MP
Hon. Abdul Bahari, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri Clerk Assistant |1l

KENYA NATIONAL AUDIT OFFICE

Mr. D.O. Gichana - Deputy Director of Audit
Mr. George Otieno Nashon - Assistant Director of Audit
MIN. NO.108/2010 CONFIRMATION OF MINUTES

The minutes of the following sittings were confirmed by the Members present and
signed by the Ag. Chairperson:

i) Minutes of the 22" sitting held on Monday 23" November 2009
ii) Minutes of the 23 sitting held on Monday 30™ November 2009
iii) Minutes of the 24" sitting held on Tuesday 9" February 2010

iv) Minutes of the 25™ sitting held on Wednesday 17" February 2010
V) Minutes of the 26™ sitting held on Tuesday 23" February 2010

vi)  Minutes of the 27" sitting held on Monday 1% March 2010

vi)  Minutes of the 28" sitting held on Tuesday 2" March 2010

MIN. NO. 109/2010 MATTERS ARISING

M
e >
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Vi)

Under Min No.£26/2010 (i), the Committee requested the Controller and Audiier
General to verify and report back, at the next meeting, on the status of the Youth
Enterprise Development Fund special audit report

Under Min. No.86/2010 (iv), the Committee was informed that the donor furd
component at the Treasury is only for local travel, not foreign tours. The Committee
resolved to go ahead and conduct trips to Tanzania and Uganda for capacity-
building towards the end of April.

Under Min. No.99/2010 (iv), the Committee decided to have a special meeting to
consider the special audit report on the purchase of cemetery land by the NCC and
the report on the same issue by the Departmental Committee on Local Authorities.
Under Min. No.99/2010 (v), regarding foreign trips, the Committee was informed that
the proposed trip to Brazil & Turkey/Greece had been reduced from two weeks to
one week. The Committee resolved that the Chairperson and one other Member
could appeal to the Clerk of the National Assembly, so as to extend the travel
duration.

Under Min.N0.99/2010 (vi), the Committee was informed that owing to the review of
the Constitution, all sittings away from the precints of the National Assembly have
been suspended until March 25th 2010. The report writing retreat would then take
place from Monday 5th April to Saturday 10th April 2010.

Under Min. No.103/2010, the Committee directed that reminder letters be sent to the
various witnesses who had promised to forward documents requested by the
Committee during evidence.

MIN. NO. 110/2010 ANY OTHER BUSINESS

The Committee noted the need to ensure that the Committee’'s mandate vis-a-vis that of
the Departmental Committee on Local Authorities is synchronized so as to avoid overlaps.
The Committee also resolved that Members should be proactive in engaging with current
issues of national interest to avoid being overtaken by time and events.

MIN. NO. 111/2010 ADJOURNMENT

And the time being forty five minutes past eleven o'clock, the meeting was adjourned until
Thursday 25™ March 2010 at 10.00 am.

Signed HON. THOMAS MWADEGHU, MP_|

Date

(Chairperson)

25/3/2010
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MINUTES OF (HE THIRTY FIRST SITTING OF THE_ LCCAL AU

FUNDS ACCOUNTS COMMITTEE HELD ON THURSDAY MARCH -

—d
.
|-
N
<

SMALL DINING ROOM, PARLIAMENT BUILDINGS AT 10.00 Al

PRESENT

Hon. Thomas Mwadeghu, MP {Chairperson)
Hon. Benjamin Langat, MP (Vice-Chairperson)
Hon. Peter Mwathi, MP

Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGY

Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP

Hon. Wilson Litole, MP

Hon. Nemesyus Warugongo, MP
Hon. Abdul Bahari, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant |l
Ms. Wanjiru Ndindiri - Clerk Assistant I

KENYA NATIONAL AUDIT OFFICE

MIN. NO.112/2010

Mr. D.O. Gichana - Deputy Director of Audit
Mrs. Tabitha N. Waweru - Assistant Director of Audit
Mr. George Otieno Nashon Assistant Director of Audit

CONFIRMATION OF MINUTES

The minutes of the following sittings were confirmed by the Members present and

signed by the Chairperson:

1)
i)

MIN. NO. 113/2010

Minutes of the 29" sitting held on Tuesday 9" March 2010
Minutes of the 30" sitting held on Tuesday 16" March 2010

MATTERS ARISING

) Under Min. No. 109/2010 (i), the Committee was informed that the Clerk of the
National Assembly had advised for finalization of the itinerary for the Brazil/Turkey
trip before planning the Tanzania and Uganda trips. This would enable Members to

avoid spending too much time away from House sittings.
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1) Under Min. No. 1092010 {v), the Comratlee received an update from the
Chairperson that the duration for the trip to Brazil & Turkey had been increased from
the initial 1 week to 12 days. The time {o be spent In each country would be
determined later. The Committee was informed that communication had been sent
to the Ambassadors in the two countries, and also to the Ministry of Foreign Affairs,
and a response was being awaited before commencing preparations. The Members
will discuss and decide on who attends this study tour.

i) Under Min.No.109/2010 (v), the Committee was informed that the report-writing
retreat would take place from Wednesday April 7th to Sunday April 11th 2010.
Departure would be on Wednesday evening. The hotel to be booked would be
Serena, Mombasa Continental or Whitesands.

MIN. NO. 114/2010 ANY OTHER BUSINESS

The Committee was reminded of the one-day workshop with the Canadian Comprehensive
Audit Foundation (CCAF) on Monday 12th April 2010 at Windsor Golf & Country Club.

Due to time and quorum limitations, the Committee opted to discuss the reports on the
issue of the Nairobi City Council cemetery land purchase during their report-writing retreat
with the full Committee Membership present.

MIN. NO. 115/2010 ADJOURNMENT

And the time being twenty minutes past eleven o'clock, the meeting was adjourned until
Wednesday 7" April 2010.

Signed HON. THOMAS MWADEGHU, MP_
(Chairperson)

Date 8/4/2010
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MINUTES OF THE THIRTY SECOND SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE DURING THE REPORT-WRITING RETREAT HELD
ON THURSDAY APRIL 8™ 2010 IN THE FUNCTION ROOM, MONIBASA CONTINENTAL
RESORT, MOMBASA AT 2.30 PM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice-Chairperson)
Hon. Peter Mwathi, MP
Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP
Hon. Nemesyus Warugongo, MP
Hon. Abdul Bahari, MP

ABSENT WITH APOLOGY

Hon. Charles M. Nyamai, MP
Hon. Wilson Litole, MP

INATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant I
Ms. Resian Ndilai - Hansard Reporter

KENYA NATIONAL AUDIT OFFICE

Mr. B.F.N. Kiguongo - Director of Audit

MIN. NO. 116/2010 CONSIDERATION OF THE DRAFT COMMITTEE REPORT

The Committee approved (with amendments) the Executive Summary of the draft report.
The Executive summary highlighted the observations and general recommendations of the
draft report.

MIN. NO. 117/2010 ADJOURNMENT

And the time being ten minutes past five o'clock, the meeting was adjourned until Friday 9™
April 2010 at 9.00am.

Signed HON. THOMAS MWADEGHU, MP_ .
(Chairperson)

Date 11/5/2010
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MINUTES OF THE THIRTY THIRD SITTING OfF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE DURING THE REPORT-WRITING RETREAT HELD
ON FRIDAY APRIL 9™ 2010 IN THE FUNCTION ROOM, MOMBASA CONTINENTAL
RESORT, MOMBASA AT 09.00 AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice-Chairperson)
Hon. Peter Mwathi, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP
Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGY

Hon. Musa Sirma, MP
Hon. Abdul Bahari, MP
Hon. Wilson Litole, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant 1l
Ms. Resian Ndilai - Hansard Reporter

KENYA NATIONAL AUDIT OFFICE

Mr. B.F.N. Kiguongo - Director of Audit

MIN. NO. 118/2010 THE DRAFT REPORT

The Committe discussed the contents and body of the draft report, mainly covering the
Nairobi City Council. The Committee also amended the format of the report to make it
easier to highlight the salient issues captured. )

MIN. NO. 119/2010 ANY OTHER BUSINESS

The Committee, while observing that Nairobi City Council being the largest council in the
country, handling huge funds and massive resources, noted the need to urgently examine
the council’s accounts without further delay. It was resolved that a request be made to the
Controller and Auditor General to forward all the certified audited accounts of the council
from 30 June 2004 to date.
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filn. NO. 120/2010 ADJOURNMENT

And the time being thirty minutes past one o’clock, the meeting was adjourned until later in
the afternoon.

Signed .| HON. THOMAS MWADEGHU, MP. .
(Chairperson)
Date 11/5/2010

—-———_____—____—___—__;___—#——'———_—
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MINUTES OF THE THIRTY FORTH SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE DURING THE REPORT-WRITING RETREAT HELD
ON_FRIDAY APRIL 9™ 20410 IN THE FUNCTION ROOM, MOMBASA CONTINENTAL
RESORT, MOMBASA AT 2.30 PM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice-Chairperson)
Hon. Peter Mwathi, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP
Hon. Charles M. Nyamai, MP

ABSENT WITH APOLOGY

Hon. Musa Sirma, MP
Hon. Abdul Bahari, MP
Hon. Wilson Litole, MP

ABSENT
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP
IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoi Clerk Assistant I
Ms. Wanjiru Ndindiri Clerk Assistant I
Ms. Resian Ndilai - Hansard Reporter

KENYA NATIONAL AUDIT OFFICE

!

Mr. B.F.N. Kiguongo Director of Audit

MIN. NO. 121/2010 THE DRAFT REPORT

The Committe continued with discussions on the main body of the report, especially on
evidence gathered from the Urban Development Department (UDD), the inspection tours,
and a few councils examined.

MIN. NO. 122/2010 ANY OTHER BUSINESS

i) The Committee while noting that the Public Audit Act provided for only the
Chairpersons of Public Accounts Committee and Public Investments Committee (or
their designates) to be Members of the Kenya National Audit Commission, observed
the need to ammend the Act to also include the Chairperson of this Committee (or
his designate). It was also noted that there was need to amend the LATF Act to
withhold LATF funds from councils that do not produce certified audited accounts.
The amendements should be incorporated in the miscellaneous amendments.
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1) The Committee rescived that due to inadequate time, it will deal with the
recommendaticns of CDF in the Drait report at a later dale, in Parhiament Buildings

n) The Committee also resolved to adopt the finalized report in readiness for tabling in
the House within two weeks.

MIN. NO. 123/2010 ADJOURNMENT

And the time being forty minutes past five o'clock, the meeting was adjourned until a later
date.

Signed | HON. THOMAS MWADEGHU, MP
(Chairperson)
Date 11/5/2010

B ———————————————————————— PPt gt
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MINUTES OF THE THIRTY SIXTH SITTING OF THE LOCAL AUTHORITIES AN
FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY MAY 11" 2010 IN_THE

COMMITTEE ROOM, 4™ FLOOR, CONTINENTAL HOUSE, PARLIAMENT BUILDINGS
AT 10.00 AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Wilson Litole, MP
Hon. Nemesyus Warugongo, MP
Hon. Pollyins O. Anyango, MP
Hon. Peter Mwathi, MP
Hon. Charles Nyamai, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP
Hon. Abdul Bahari, MP

IN ATTENDANCE NATIONAL ASSENMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant {ii

KENYA NATIONAL AUDIT OFFICE

Mr. Nashon Otieno - Assistant Director of Audit

MIN. NO. 129/2010 CONFIRMATION OF MINUTES

The minutes of the following sittings were confirmed by the Members present and
signed by the Chairperson:

) Minutes of the 32" sitting held on Thursday 8™ April 2010 at 10.00am.
ii) Minutes of the 33" sitting held on Thursday 8" April 2010 at 2.30pm.
i)  Minutes of the 34" sitting held on Friday 9" April 2010 at 10.00am.

iv)  Minutes of the 35" sitting held on Friday 9" April 2010 at 2.30pm.

MIN. NO. 130/2010 MATTERS ARISING

(0 Under Min. No.117/2010 (i), the Committee was informed that :

(a) the visit to Brazil had been shelved because the Departmental
Committee on Local Authorities had also been scheduled to visit
there and that it had not been possible to combine the two
delegations.

(b) the Republic of Turkey had requested that the visit be rescheduled to
a later date after May 2010.
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(c) A respense was being awaited from ltaly confirming the dates of

travel

The Committee further resolved to travel to ltaly and Turkey in
June/July 2010. The Committee will also create a travel plan for the
year so that its trips receive early consideration, and if possible or
necessary, consolidate with other delegations. The secretariat was
requested to consider making arrangements for study visits to Israel
and Singapore as an afternative to Brazil.

(ir) Under Min. No. 124/2010, the Committee was informed that only the
2003/2004 accounts for the City Council of Nairobi are ready. All other
accounts from 2004 to present are currently being prepared by a
private auditor authorized by the Controller and Auditor General. The
Committee will be officially notified when the accounts are submitted to
the Minister for Finance for tabling in the House.

(i)~ Under Min. No. 127/2010 (i), the secretariat was advised to have the
Parliamentary Legal Counsel liaise with the Attorney General as soon
as possible regarding the Committee’s proposed amendments to the
Public Audit Act and LATF Act.

MIN. NO. 131/2010 ANY OTHER BUSINESS

The Chairperson informed the Committee that the Association of Local Government
Authorities of Kenya (ALGAK), was holding a workshop in Mombasa where all Mayors,
Councillors, Town Clerks and City Treasurers would be present. He suggested the need for
the Committee to attend the workshops on Thursday morning (13th May 2010) in order to
highlight the issues of non-submission of audited accounts and disbursement of LATF. The
Chairperson and Hon Anyango were requested to attend the meeting.

The Committee also resolved to summon the City Council of Nairobi, Mombasa Municipal
Council and Kisumu Municipal Council the following week in order to obtain the reasons for
delay in submission of certified accounts to the National Audit Office.

On the evidence for the cemetery saga, the Committee resolved to wait for the results of
the case in court the following day before deciding whether to summon any more witnesses
on this matter.

MIN. NO. 132/2010 ADJOURNMENT

And the time being forty five minutes past three o’clock, the meeting was adjourned until
Tuesday 17" May 2010 at 10.00am subject to confirmation.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 24/6/2010

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

151



MINUTES OF THE THIRTY SEVENTH SITTING OF THE LOCAL AUTHCRITIES AND
FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY MAY 18"" 2010 IN THE
CONFERENCE HALL, 1°7 FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT
10.00 AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Wilson Litole, MP
Hon. Pollyins O. Anyango, MP
Hon. Abdul Bahari, MP
Hon. Charles M. Nyamai, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP
Hon. Peter Mwathi, MP
Hon. Nemesyus Warugongo, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr. Nashon Otieno - Assistant Director of Audit

MIN. NO. 133/2010 MEETING WITH THE NAIROBI CITY COUNCIL

a. The Committee was informed that the officers from the Council had
requested for postponement of the meeting because they had not
been notified by the Ministry of Local Government in time.

The Committee directed that the notifications should (in future) be sent
to the Councils directly.

b. It was resolved that the meeting with the council be rescheduled to
Thursday 20th May 2010 at 2.30pm.

c. It was also noted that the Council was notorious in ignoring summons
from the Committee. The matter would be addre<sed i their next
appearance.

MIN. NO. 134/2010 COMMITTEE WORKPLAN

The Committee resolved to deliberate and adopt another workplan for the next financial
year that includes :-

(1) Evidence from the councils on the Accounts laid.
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(i) Reguiar insoection (ours on auenad Ghd ongming projecs,
(1) Foreign study lours.
(iv)  Report witing retreats.

The workplan would be approved by the first week of July 2010.

MIN. NO. 135/2010 ADJOURNMENT

And the time being eleven o'clock, the meeting was adjourned until Wednesday 19" May
2010 at 10.00am.

Signed | HON. THOMAS MWADEGHU, MP
(Chairperson)
Date 24/6/2010

b ]
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MINUTES OF THE THIRTY EiGHTH SITTING_OF THE LOCAL AUTHORITIES AND

rUNDS ACCOUNTS. C()l.l'\fllHEF HELD ON WEDNESDAY MAY 19™7 2010 IN THE

CONFERENCE HALL. 1°T FLOOR, COUNTY HALL,K PARLIAMENT BUILDINGS AT
10.00 AM.

PRESENT
Hon. Abdul Bahari, MP (Ag. Chairperson)
Hon. Wilson Litcle, MP
Hon. Pollyins O. Anyango, MP
Hon. Charles M. Nyamai, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Benjamin Langat, MP

Hon. Peter Mwathi, MP

Hon. Nemesyus Warugongo, MP

IN ATTENDANCE NATIONAL ASSENBLY
Mr. Julius Ariwomoi - Clerk Assistant !l
Ms. Wanjiru Ndindiri - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr. A.W. Kariuki - Deputy Director of Audit
Mr. Nashon Otieno - Assistant Director of Audit
Mr. Kennedy M. Mwaniki - Principal Auditor

MINISTRY OF LOCAL GOVERNMENT

Mrs. Ruth Kiiru - Director, Local Authorities
Inspectorate
MIN. NO. 136/2010 EVIDENCE : MOMBASA MUNICIPAL COUNCIL
Mr. Tubmun Otieno, Clerk, Mombasa Municipal Council, accompanied by :
a. Ms. Nuru Khams - Ag. Deputy Town Treasurer
b. Mr. Ecward Gichana - Chief Internal Auditor
C. Mr. Moses N. Njuguna - Ag. Chief Accountant

“appeared and gave an oral response to the issues raised in the invitation letter regarding
the submission of accounts. He confirmed that Mombasa Municipal Council had submitted
all its accounts up to the 2008/2009 financial year. The accounts from the 2006/2007
financial year onwards are yet to be certified by the Controller & Auditor General.
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The Council Clerk was directed te provide his written resronse on the issues raised, o the
Committee within seven days.

MIN. NO. 137/2010 PAPERS LAID

The following documents were laid on the table :

(i) Certified letter showing submission of the Council accounts lo the
Ministry of Local Government.

(1i) Copies of minutes from the full council meeting where the accounts
were tabled.

MIN. NO. 138/2010 ADJOURNMENT

And the time being thirty minutes past eleven o'clock, the meeting was adjourned until
2 30pm this afternoon.

Signed  __HON. THOMAS MWADEGHU, MP
(Chairperson)
Date 24/6/2010

M
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FUNDS ACCOUNTS COMMITTEE HELD ON WEDNESDAY MAY 19" 2010 IN T
CONFERENCE HALL, 1°7 FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT 2.3
PM.

MINUTES OF THE THIRTY NINTH SITTING OF THE LOCAL AUTHORITIES AND
L

PRESENT
Hon. Abdul Bahari, MP (Ag. Chairperson)
Hon. Wilson Litole, MP
Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Benjamin Langat, MP

Hon. Peter Mwathi, MP

Hon. Nemesyus Warugongo, MP
Hon. Charles M. Nyamai, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant il
Ms. Wanjiru Ndindin - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr. Anderson Kariuki - Deputy Director of Audit
Mrs. Tabitha Waweru - Assistant Director of Audit
Mr. George Otieno Nashon Assistant Director of Audit

MINISTRY OF LOCAL GOVERNMENT

Mrs. Ruth Kiiru - Director, Local Authorities
Inspectorate
MIN. NO. 139/2010 EVIDENCE : OFFICER ADMINISTERING THE LATF FUND

The following officers appeared before the Committee to discuss LATF fund :

(i) Ms. Josephine Kanyi - Chief Economist, Ministry of Finance

(i) Ms. Angeline Hongo - Assistant Director/Programme Coordinator,
Ministry Of Local Government

(iiiy Mr. Thomas Mariki - Programme Officer, Ministry of Local Government

(iv) Mr. Martin Anyango - Programme Officer, Ministry of Local Government

The Committee deliberated on the LATF Act and observed as follows :-
i) The meeting may not achieve the desired results in the absence of the Accounting
Officer and in the absence of the Permanent Secretary to the Treasury ;
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1) The presence of the Accouniing Qfficer is necessary since he is the Officer
Adininisiering the LATF Fund ;

i) The presence of the Permanent Secretary to the Treasury is also useful since he
participates in making the regulations envisaged in section 10 of the LATF Act and
also since the Treasury determines the manner in which payment out of the fund is
made;

iv) The responsibility bestowed upon the Accounting Officer and the Permanent
Secretary to the Treasury by the LATF Act could only be delegated in writing ; and
no such letter was availed to the Committee from the officers who represented them
in the meeting.

The Committee therefore resolved to re-schedule the meeting for Thursday 3rd June 2010
at 10.00am.

MIN. NO. 140/2010 ADJOURNMENT

And the time being ten minutes past three o'clock, the meeting was adjourned until
Thursday 20" May 2010 at 10.00am.

Signed ___ HON. THOMAS MWADEGHU, MP__
(Chairperson)

Date 24/6/2010

S —
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MINUTES OF THE FORTIETH SITTING OF THE LOCAL AUTHORITIES AND FUNDS
ACCOUNTS COMMITTEE HELD ON THURSDAY MAY 20™ 2010 IN THE
CONFERENCE HALL, 15" FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT
10.00 AM.

PRESENT

Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Abdul Bahari, MP

Hon. Wilson Litole, MP

Hon. Charles M. Nyamai, MP

Hon. Pollyins O. Anyango, MP

Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Peter Mwathi, MP
Hon. Nemesyus Warugongo, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant 1l

KENYA NATIONAL AUDIT OFFICE

Mr. Anderson Kariuki - Deputy Director of Audit
Mr. Abednego N. Omwebu Deputy Director of Audit
Mr. George Otieno Nashon Assistant Director of Audit
Mr. Julius M. Mutinda - Principal Auditor

{

MINISTRY OF LOCAL GOVERNMENT

Mrs. Ruth Kiiru - Director, Local Authorities
Inspectorate
MIN. NO. 140/2010 MEETING WITH THE KISUMU MUNICIPAL COUNCIL

Mr. Danie! S. Nkere, Town Clerk, accompanied by :

(i) Mr. ~tenhei Osiro - Town Treasurer
(i) Mr. Reuben Orinda - Accountant

appeared before the Committee to respond to the issues raised by the Committee as
follows :

(i) The lack of serious effort by the Chief Officers of the Local Authorities to submit
audited accounts to the Controller and Auditor General, for onward transmission
to Parliament;
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()

(1)

The fallure by the Chicf Officers to tabic the nudied acceunts of iheir rclevant
councils before full council meetings in accordance with the Local Government
Act, Cap. 265, Laws of Kenya;

Possible mismanagement of funds in various councils.

The Town Clerk responded as follows:

()

(i)

The Council had submitted to the Controller and Auditor General the accounts
from the financial year 2000/2001 to 2007/2008, and have since been
certified and tabled in the House. The accounts for 2008/2009 financial year
were being reviewed by the auditors.

The Clerk also discussed challenges encountered at the Council, especially
in terms of financial management, which include inadequate staffing,
transfers, among others. The issue of multiple outstanding imprests was
highlighted, and the Town Clerk undertook to ensure that the outstanding
amounts is recovered as soon as possible.

The Committee directed the Director, Local Authorities Inspectorate to instruct
all the Councils in order to firmly deal with surrender of imprest. No officers
should be allowed to transfer to other councils before clearing outstanding
imprests owed by them.

MIN. NO. 141/2010 PENDING ISSUES

The Committee directed the Council officials to avail copy of the assets register within

seven days.

The Committee also requested the Director of Local Authorities to provide, in a week’s
time, the following information :

(a) Number of staff per local authority.
(b) List of staff in each council with outstanding imprest, including the duration

the imprest has been outstanding.

(c) To indicate the station where the outstanding imprest was taken, and where

the staff is currently serving.

(d) Details of Kisumu Municipal Council’s debt portfolio, outlining the list of

debtors and creditors.

MIN. NO. 142/2010 ADJOURNMENT

And the time bei.g fiftv minutes past eleven o'clock, the meeting was adjourned unti!

2.30pm.

Signed

Date

HON. THOMAS MWADEGHU, MP

(Chairperson)

24/6/2010

- e ____]
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MINUTES OF THE FORTY SECOND SITTING OF_THE LOCAL AUTHORITIES AND

FUNDS AQQ_O_U#I\LT_S_(_:OMMH]EE HELD ON WEDNESDAY JUNE 2"° 2010 IN THE

CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT
11.00 AM.

PRESENT
Hon. Abdul Bahari, MP (Ag. Chairperson)
Hon Wilson Litole, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Benjamin Langat, MP

Hon. Peter Mwathi, MP

Hon. Charles M. Nyamai, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Ms. Wanjiru Ndindiri - Clerk Assistant |
MIN. NO. 142/2010 HOUSEKEEPING ISSUES

The Committee discussed a number of issues and came to the following conclusions :
1) Foreign Study Tours:

The Committee was informed that the trip to Turkey & ltaly will take place at
the end of June or first week of July, upon receipt of confirmed dates from the
host countries. Confirmation letters are also being awaited for the trips to
Tanzania, now on June 10th — 12th, and Uganda, now on June 13th — 15th
2010. Priority for the latter trips will be for MPs not going to Italy & Turkey.

i) Annual Accounts of Councils:

The Committee was informed that there were a lot of accounts awaiting
tabling. Once this is done, evidence-taking will commence in July. The
Committee opted to prioritize the big councils, but also slot in the smaller
ones to ensure all 175 councils give evidence.

i) Committee Reports:

The Committee was informed that a majority of the Members needed to be
present to adopt the annual report in readiness for tabling. There will be
another meeting for adoption of the report when all or majority of the
Members are present.
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The Committee resolved to table the annual report afier budget day o ensure
the important issues raised within it are sufficiently covered. This report and
the one on the special audit of the cemetery purchase are to be tabled
separately, preferably one week apart, so as 1o cover each adequately.

Report —writing Retreat :

The Committee deliberated on the dates for a retreat where it will formulate
recommendations and finalize the report on the Special Audit of the Controlier
and Auditor General into the purchase of cemetery land by the City Council of
Nairobi. The dates and venue proposed were Friday 18th — Sunday 20th
June 2010 at the Serena Beach Hotel in Mombasa.

Workplan for July 2010 — March 2011:

The Committee resolved to have sittings on Monday afternoons, Tuesday and
Thursday mornings, when Parliament is in session; and Tuesday,
Wednesday and Thursday mornings and afternoons when Parliament is on
recess. The Committee will also conduct inspection tours around the country
once a month on'Thursdays and Fridays.

MIN. NO. 143/2010 ADJOURNMENT

And the time being twelve noon, the meeting was adjourned until a date to be announced.

(Chairperson)

24/6/2010

_—___w
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MINUTES OF THE FORTY THIRD SITTING OF THE LOCAL AUTHORITIES AND

FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY JUNE 8™ 2010 iN THF

CONFERENCE HALL, 1°T FLOOR, COUNTY HALL. PARLIAMENT BUILDINGS AT
10.00 AM.

PRESENT
Hon. Wilson Litole, MP (Ag. Chairperson)
Hon. Charles M. Nyamai, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP
Hon. Peter Mwathi, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Benjamin Langat, MP
Hon. Abdul Bahar, MP

Hon. Musa Sirma, MP

IN ATTENDANCE NATIONAL ASSENMBLY
Mr. Julius Ariwomoi - Clerk Assistant 1]
Ms. Wanjiru Ndindiri - Clerk Assistant |l
MIN. NO. 144/2010 CONSIDERATION OF THE DRAFT ANNUAL REPORT

The Committee was informed that the draft report could not be adopted in this meeting due
to the absence of a majority of the Members. The Committee went ahead and reviewed
any areas left outstanding previously, and made a few amendments.

MIN. NO. 145/2010 ANY OTHER BUSINESS

The Committee was advised that the ltaly/Turkey study tour will take place in early July.
Dates were still yet to be confirmed by the host countries.

The Committee was also informed of an invitation received from the Ministry of Nairobi
Metropolitan Development to a ‘World Cities Conference Summit 2010 in Singapore from
25 June to 2 July 2010. The Chairperson is to accompany the Minister, and the following
members were nominated to accompany the delegation as well:

i) Hon. Wilson Litole, MP
i) Hon. Pollyins Anyango, MP
i) Hon. Nemesyus Warugongo, MP

MIN. NO. 146/2010 ADJOURNMENT

And the time being forty minutes past twelve noon, the meeting was adjourned until
“Thursday 10™ June 2010 at 10.00am.

Signed | HON. THOMAS MWADEGHU, MP
(Chairperson)
Date R—": TLeTA R L
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MINUTES OF THE FORTY FOURTH SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE HELD CN THURSDAY JUNE 10 2010 IN THE
COMMITTEE ROOM, 47 FLOOR, CONTINENTAL HOUSE, PARLIAMENT BUILDINGS
AT 10.00 AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Wilson Litole, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP
Hon. Peter Mwathi, MP
Hon. Abdul Bahari, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP
Hon. Charles M. Nyamai, MP
Hon. Musa Sirma, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoil - Clerk Assistant I
Ms. Wanjiru Ndindiri - Clerk Assistant Il

MIN. NO. 147/2010 CONSIDERATION OF THE DRAFT ANNUAL REPORT

The Committee reviewed the body of the draft report and made some amendments. The
Committee resolved to finalize the CDF section and the Urban Development Department
(UDD) project overview at a later date.

MIN. NO. 148/2010 ADJOURNMENT

And the time being thirty five minutes past twelve noon, the meeting was adjourned until
Friday 11" June 2010 at 9.30am.

Signed HON. THOMAS MWADEGHU, MP

(Chairperson)

Date 24/6/2010

O T e ]
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MINUTES OF THE FORTY FIFTH SITTING OF THE LOCAL AUTHORITIES AND FUNDS
ACCOUNTS COMMITTEE HELD ON FRIDAY JUNE 117" 2010 IN THE COMMITTEE
ROOM. 5" FLOOR, CONTINENTAL HOUSE. PARLIAMENT BUILDINGS AT 9.30 AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Abdul Bahari, MP
Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP

Hon. Wilson Litole, MP

Hon. Nemesyus Warugongo, MP
Hon. Peter Mwathi, MP

Hon. Charles M. Nyamai, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant !l
Ms. Wanjiru Ndindiri - Clerk Assistant il
MIN. NO. 149/2010 CONSIDERATION OF THE DRAFT ANNUAL REPORT

The Committee reviewed the CDF and UDD portions of the report and made a few
amendments. The Committee also decided to seek the advice of the Deputy Director of
Committees on the procedure for receiving evidence from current and former MPs whose
constituencies appeared in the auditor’s report.

MIN. NO. 150/2010 ANY OTHER BUSINESS

The Chairperson reported to the Committee that the Hon. Speaker had requested an
update from the Committee on the special audit report into the purchase of cemetery land
by the City Council of Nairobi. Due to the urgency of the matter, the Committee resolved to
hold a report-writing retreat from Thursday 17 June to Sunday 20 June 2010 in Mombasa
at the Serena Beach Hotel to conclude its recommendations on the matter.

MIN. NO. 151/2010 ADJOURNMENT

And the time being fifty minutes past e'zven <'clock, the meeting was adjourned until
Tuesday 15" June 2010 at 9.30am.

Signed HON. THOMAS MWADEGHU, MP
(Chairperson)

Date 24/6/2010
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MINUTES OF THE FORTY SIXTH SITTING OF THE LOCAL ALUTHORITIES AND FUNDS
ACCOUNTS COMMITTEE HELD DN TUESDAY JUNE 15” 2010 IN THE CONF t__\__a*'CL’
HALL, 1°T FLOOR, COUNTY HALL. PARLIAMENT BUILDINGS AT 10.00 Al

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP
Hon. Abdul Bahari, MP
Hon. Charles M. Nyamai, MP
Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGY

Hon. Wilson Litole, MP

Hon. Peter Mwathi, MP

Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr. Nashon Otieno - Assistant Director of Audit

MIN. NO. 152/2010 CHAIRPERSON’S REMARKS

The Chairperson briefed the Committee on the reason the Committee would not be
meeting with the current or former MPs regarding CDF accounts based on advice received
from the Deputy Director of Committees. It was to prevent conflict and negative indictment
of MPs, especially if issues discussed touched on a current committee Member, and also
because MPs themselves do not sit on Constituency Development Committees.

The Chairperson also informed the Committee of a letter received from the Institute of
Certified Public Accountants of Kenya (ICPAK). The organization was requesting a meeting
with the Committee to introduce themselves, and seek to establish a partnership in
ensuring public accountability and good governance in local authorities. The Committee
resolved to meet with ICPAK after tabling its annual report.

MIN. NO. 153/2010 OUTSTANDING INFORMATION

The Committee resolved to invite the Minister and Permanent Secretary for Local
Government so as to discuss its recommendations touching on LATF and Urban
Development Department (UDD) which may have far-reaching implications.

m
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The Committec will also advise the CDF Chief Executive Gificer fo inform tive area M2 of
issues in his/her constituency appearing in the Controller and Auditor General's report

VIIN. NO. 154/2010 ANY OTHER BUSINESS

The Committee was reminded of the report-writing taking place later in the week, from
Thursday 17 June — Sunday 20 June 2010.

The Committee Members expressed their displeasure over the lack of foreign trips by the
Committee in the financial year ending 30 June 2010, and especially that no trips
materialized when official channels were used.

The Members directed the secretariat to plan in advance to ensure early securing of
appointments. The countries suggested for future visits were : Mauritius, Uganda,
Tanzania, Nigeria and Spain. The secretariat is to plan and confirm the dates early enough
for the Brazil trip.

MIN. NO. 155/2010 ADJOURNMENT

And the time being fifty five minutes past ten o'clock, the meeting was adjourned until
Thursday 17™ June 2010 at 9.30am.

Signed ___ HON. THOMAS MWADEGHU, MP
(Chairperson)
Date 24/6/2010

o e ™ S S

Annual Report of the Local Authorities and Funds Accounts Committee - 2010

166



MINUTES CF THE FORTY SEVEHTH SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE HELD ON THURSDAY JUNE i7™M 2010 IN THE
CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT 9.30
AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Abdul Bahari, MP
Hon. Wilson Litole, MP
Hon. Peter Mwathi, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP
Hon. Charles M. Nyamai, MP
Hon. Musa Sirma, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Antwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindiri - Clerk Assistant H|

MIN. NO. 156/2010 HOUSEKEEPING ISSUES

Hon. Mwathi took exception to the fact that Members did not appreciate his assistance,
offered in good faith, to ensure success of Committee trips.

The Committee resolved to meet with the Clerk of the National Assembly on a few
housekeeping issues on Tuesday next week after the committee meeting.

MIN. NO. 157/2010 ANY OTHER BUSINESS

The Committee was informed that the trip to ltaly had been confirmed for 15 — 17 July
2010. Confirmation was still being awaited for exact dates from Turkey. It was resolved
that the following Members would travel to Italy:

i) Hon. Benjamin Lang'at, MP
i) Hon. Nemesyus Warugongo, MP
i) Hon. Peter Mwathi, MP

If the trip to Turkey was scheduled for a separate date, the following Members would
attend :

I) Hon. Wilson Litole, MP
i) Hon. Abdul Bahari, MP
iiiy Hon. Pollyins Anyango, MP

e
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Hion Cnarles Nyamai would al=o be travelling to Gambia un a separate trip Information will
be communicated to him early enough to plan ahead.

MIN. NO. 158/2010 ADJOURNMENT

And the time being twenty minutes past eleven o’clock, the meeting was adjourned until
Friday 18" June 2010 at 9.30am at Serena Beach Hotel.

Signed | HON. THOMAS MWADEGHU, MP__
(Chairperson)
Date 24/6/2010
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. MINUTES OF THE FORTY EIGHTH SITTING CF THE LOCAL AUTHCRITIES AND

g FUNDS ACCOUNTS COMMITTEE ON THE SPECIAL AUDIT ReEPORT FCR THE

) PURCHASE OF LAND FOR CEMETERY BY THE CITY COUNCIL OF NAIRCBI, HELD
ON FRIDAY 18'7 JUNE 2010 IN THE BAOBAB ROOM, SERENA BEACH HOTEL,
MOMBASA AT 9.00 AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP (Vice-Chairperson)
Hon. Wilson Litole, MP
Hon. Pollyins O. Anyango, MP
Hon. Abdul Bahari, MP

ABSENT WITH APOLOGY

Hon. Peter Mwathi, MP

Hon. Nemesyus Warugongo, MP
Hon. Charles M. Nyamai, MP
Hon. Musa Sirma, MP

Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant |l
Ms. Wanjiru Ndindiri - Clerk Assistant lil

KENYA NATIONAL AUDIT OFFICE

Mr. Anderson Kariuki - Deputy Director of Audit

MIN. NO. 162/2010 CONSIDERATION OF THE DRAFT ANNUAL REPORT

The Committee finalized its recommendations on the sections dealing with the CDF
accounts and UDD projects.

MIN. NO. 163/2010 ADJOURNMENT

And the time being one o'clock, the meeting was adjourned until 2.30pm.

Signed HON. THOMAS MWADEGHU, MP___

(Chairperson)

Date 17/8/2010
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MINUTES OF THE FCRTY NINTH SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE HELD ON THURSDAY 24'7 JUNE 2010 IN THE
CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT 9.30

AM.

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Abdul Bahari, MP
Hon. Wilson Litole, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Benjamin Langat, MP

Hon. Peter Mwathi, MP

Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP
Hon. Charles M. Nyamai, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant I
Ms. Wanjiru Ndindiri - Clerk Assistant ill

MIN. NO. 164/2010 CONFIRMATION OF MINUTES

The following minutes were confirmed by Members present and signed by the
Chairperson :

) Minutes of the 36" sitting held on 11" May 2010 at 10.00am
i) Minutes of the 37" sitting held on 18" May 2010 at 10.00am
i) Minutes of the 38" sitting held on 19" May 2010 at 10.00am
iv) Minutes of the 39" sitting held on 19" May 2010 at 2.30pm
v) Minutes of the 40" sitting held on 20" May 2010 at 10.00am
vi) Minutes of the 41% sitting held on 20" May 2010 at 2.30pm
vii) Minutes of the 42™ sitting held on 2™ June 2010 at 11.00am
viil)Minutes of the 43 sitting held on 8" June 2010 at 10.00am
ix) Minutes of the 44™ sitting held on 10™ June 2010 at 10.00am
x) Minutes of the 45" sitting held on 11" June 2010 at 9.30-m
xi) Minutes of the 46" sitting held on 15" June 2010 at 10.00am
xii) Minutes of the 47" sitting held on 17™ June 2010 at 9.30am

" MIN. NO. 165/2010 MATTERS ARISING

(i) Under Min. No. 130(i)(c)/2010, regarding the dates of travel to ltaly, the
Committee wished to travel earlier than the initially proposed date of 15th
July 2010, preferably any time from 10th July.
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’ () Under Min No. 131/2010, the Chairpersen bricfed the Committee on the ALGAK
' meeting held in Mombasa attended by himself and Hon. Pollyins O. Anyango,
MP.

(i) ~ Under Min. No.136/2010, the Committee was informed that the Mombasa Town
Clerk had already submitted his written response as promised during the
previous meeting with the Committee.

(iv)  Under Min. No.138/2010, regarding the discussion on the LATF Act the
Committee resolved to invite the Permanent Secretaries for the Ministries of
Finance and Local Government, along with the officers handling the Fund
directly, to deliberate more comprehensively on the issue.

(v) Under Min.No.141/2010, the Committee was informed that the documents
requested had not been received. The Committee directed that a reminder letter
be written to the Council, and the Director of Local Authorities to follow-up on the
matter.

(vi) Under Min.No.144/2010, the Committee directed that a copy of the letter from
the Nairobi City Council to the council lawyer regarding interest incurred in the
cemetery purchase be obtained as soon as possible.

(viiy  Under Min. No.146(v)/2010, the Committee resolved to review its annual work
plan and programme of business for the upcoming year after the referendum.

(vii)  Under Min. No.155/2010, the Committee resolved to schedule the meeting with
ICPAK once the annual report 1s tabled.

(ix)  Under Min. No.157/2010, the Committee resolved to visit New Zealand (instead
of Nigeria). It was also resolved that focus for foreign study tours will also include
visiting countries with CDF projects.

(x) Under Min. No.160/2010, the Committee resolved to consider Hon. Musa Sirma,
MP to be included in the study visits to either Italy or Turkey in case authority is
granted for more than three Members. The Chairperson was also requested to
consult the Vice-Chairperson in order for the Vice-Chairperson to represent the
Committee on the WorldBank sponsored conference in Gambia in place of Hon.
Charles M. Nyamai, MP who had declined to travel.

MIN. NO. 166/2010 ANY OTHER BUSINESS

The Committee decided to seek legal advice from the Parliamentary Legal Counsel on the
issues covered in the Committee’s report on the Special Audit Report of the Controller &
Auditor General into the purchase of the cemetery land by Nairobi City Council are
watertight, and all relevant acts to support the issues raised are quoted.




The Committee zlso dnected that the minutes sheould be more detalled on {he izsues
discussed in meetings.

The secretariat was requested to ensure that any document submitted by a withess should
be tabled in the subsequent Committee meeting

MIN. NO. 167/2010 ADJOURNMENT

And the time being thirty minutes past eleven o’clock, the meeting was adjourned until
Friday 25™ June 2010 at 9.30am.

Signed | HON. THOMAS MWADEGHU, MP
(Chairperson)
Date .. . A78I2000
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MINUTES OF THE FIFTIETH SITTING OF THE LOCAL AUTHORITIES AND FUNDS
ACCOUNTS COMMITTEE HELD ON TUESDAY 28™" JUNE 2010 IN THE CONFERENCE
HALL, 1°TFLOGR, COUNTY HALL, PARLIAMENT BUILDINGS AT 9.30 AM.

PRESENT
Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Wilson Litole, MP
Hon. Musa Sirma, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Peter Mwathi, MP

Hon. Abdul Bahari, MP

Hon. Charles M. Nyamai, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Clerk Assistant Il
Clerk Assistant 11l

Mr. Juhus Ariwomoi
Ms. Wanjiru Ndindri

KENYA NATIONAL AUDIT OFFICE

Mr. Anderson Kariuki Deputy Director of Audit
Mr. George O. Nashon Assistant Director of Audit
Mr. Meshack S. Mashedi - Senior Auditor

1

MIN. NO. 168/2010 MEETING WITH THE ADMINISTRATOR OF LATF

Prof. Karega Mutahi, CBS, Accounting Officer, Office of the Deputy Prime Minister and
Ministry of Local Government, accompanied by:

(i) Mrs. Ruth N. Kiiru - Director, Local Authorities Inspection
(iiy Mr. Ezekiel O. Ohando Chief Finance Officer

(iii) Mrs. Josephine Kanyi Chief Economist (Ministry of Finance)
(

(

iv) Mrs. Angeline Hongo - Program Coordinator
Principal Accountant

v) Josepn C. Vvarega

appeared before the Committee to deliberate on the issue of Local Authorities Transfer
Fund (LATF) disbursement. The discussion touched on :

(i) The supervision of the fund,

(i) Submission and quality of books of accounts by the councils;

(iiiy ~ Capacity building and tenure of council staff ;

(iv)  Structures in place for administration of the fund; and
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() Possible aimendmoents to the LATF Act to enhance propriety of the fund.

The admimstrator of the fund explained the introduction of the Local Authorities Integrated
Financial Operations Management System (LAIFOMS), and Local Authorties Service
Delwery Action Plan (LASDAP) as tools to assist in improving the financial management
and general operations of the councils.

MIN. NO. 169/2010 PENDING ISSUES

) The Committee directed the Accounting Officer to provide a timeline, within a month,
on when the issue of incorrect opening balances affecting councils’ accounts will be
resolved by the Ministry.

i)  The Committee also directed the Accounting Officer to appear with the Deputy Prime
Minister and Minister for Local Government within three weeks so as to discuss the
way forward of dealing with UDD, and also deliberate on ways of improving operations
in councils.

n)  The Committee resolved that a follow-up be done with Nairobi City Council, within
fourteen days, to establish whether the letter they sent to Omotii & Advocates
regarding the refund of interest has received any response.

MIN. NO. 170/2010 ADJOURNMENT

And the time being one o’clock, the meeting was adjourned until Wednesday 30" June
2010 at 11.30am.

Signed HON. THOMAS MWADEGHU, MP

.............................................................................. AN

(Chairperson)

Date 17/8/2010
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MINUTES OF THE FIETY FIRST SITTING OF THE LCCAL AUTHORITIES AND FUNDS
AGCOUNTS COMMITTEE HELD ON_WEDNESDAY 30" JUNE 2010 IN THE

CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILIDINGS AT 11.30
AM.

PRESENT
Hon. Benjamin Langat, MP (Ag. Chairperson)
Hon. Wilson Litole, MP
Hon. Peter Mwathi, MP
Hon. Pollyins O. Anyango, MP

ABSENT WITH APOLOGY

Hon. Thomas Mwadeghu, MP
Hon. Musa Sirma, MP

Hon. Nemesyus Warugongo, MP
Hon. Abdul Bahari, MP

Hon. Charles M. Nyamat, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoil - Clerk Assistant I
Ms. Wanjiru Ndindiri - Clerk Assistant Il

MIN. NO. 171/2010 REVIEW OF ANNUAL REPORT

The Committee scrutinized the annual report a final time, and made a few amendments to
the preface. It was resolved that the report could be tabled once the House reopens after
the referendum.

MIN. NO. 172/2010 ADJOURNMENT

And the time being forty minutes past one o'clock, the meeting was adjourned until a date
to be announced later.

Signed HON. THOMAS MWADEGHU, MP
(Chairperson)

Date 17/8/2010
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MINUTES OF THE FIFTY SECOND SITTING OF THE LOCAL AUTHORITIES AND
FUNDS ACCOUNTS COMMITTEE HELD ON TUESDAY 177 AUGUST 2010 IN THE
CONFERENCE HALL, 1°T FLOOR, COUNTY HALL, PARLIAMENT BUILDINGS AT

10.00 AM

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP
Hon. Wilson Litole, MP
Hon. Peter Mwathi, MP
Hon. Pollyins O. Anyango, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Nemesyus Warugongo, MP
Hon. Abdul Bahari, MP

Hon. Charles M. Nyamai, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Ms. Wanjiru Ndindiri Clerk Assistant il

MIN. NO. 173/2010 CONFIRMATION OF MINUTES

The following minutes were confirmed by Members present and signed by the
Chairperson :

(i) Minutes of the 48th sitting held on Friday 17th June 2010 at 9.00am.

(i) Minutes of the 49th sitting held on Thursday 24th June 2010 at 9.30am.

(iii) Minutes of the 50th sitting held on Tuesday 29th June 2010 at 9.30am.

(iv) Minutes of the 51st sitting held on Tuesday 30th June 2010 at 11.30am.

MIN.NO. 174/2010 MATTERS ARISING

(i) Under Min. No.165/2010 (iv), the Committee was informed that an invitation had
already been sent to the Permanent Secretaries and officers handling LATF for a
comprehensive discussion of the fund.

(if) Under Min. No. 165/2010 (vi), the Committee was shown the letter sent from the City
Council of Nairobi to the Council lawyer.

(iii) Under Min. No. 165/2010 (ix), the Committee resolved to plan for foreign study tours
to New Zealand and other countries with CDF projects once the trip scheduled for
October 2010 to Turkey is undertaken.

(iv)Under Min. No. 169/2010 (i), follow-up would be done with the Ministry on the
queries pertaining to opening balances indicated in the Councils' accounts.

A, a 3.
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(v) Under Min. No. 1€9/2010 (ii), the Committce was informed that the meeting with the
Deputy Prime Minister and Minister for Local Government was re-scheduled for
August 24th 2010.

(vi)Under Min. No. 169/2010 (iii), a copy of the letter sent to Omotii & Co. Advocates, as
well as Mr. Omotir's response regarding the refund was received.

MIN.NO. 175/2010 REVIEW OF ANNUAL WORKPLAN

The Committee reviewed the workplan and resolved to have meetings on Mondays
(afternoon), Tuesdays and Thursdays (morning), when the House is in session, while when
the House is on recess, meetings would be held on Tuesdays, Wednesdays and Thursdays
(morning and afternoon).

MIN. NO. 176/2010 ANY OTHER BUSINESS

The Committee resolved that Hon. Pollyins Anyango, MP would attend the APNAC
workshop scheduled for Mombasa in place of Hon. Wilson Litole, MP.

MIN. NO. 177/2010 ADJOURNMENT

And the time being fifty five minutes past eleven o’clock, the meeting was adjourned until
Tuesday 24" August 2010 at 10.00am.

Signed ~ HON. THOMAS MWADEGHU, MP

(Chairperson)

Date ....020012000 ol
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MINUTES OF THE FIFTY THIRD SITTING OF THE LOCAL AUTHORITIES AND FUNDS

ACCOUNTS COMMITTEE HELD ON 31T AUGUST 2010 IN THE OLD CHAMBERS,

PARLIAMENT BUILDINGS AT 10.00 AM.

PRESENT

Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Abdul Bahari, MP

Hon.
Hon.

Pollyins O. Anyango, MP
Musa Sirma, MP

ABSENT WITH APOLOGY

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

INATTENDANCE

Benjamin Langat, MP
Wilson Litole, MP

Peter Mwathi, MP
Nemesyus Warugongo, MP
Charles M. Nyamai, MP
Ferdinand Waititu, MP
Simon Mbugua, MP

Mr. Julius Ariwomoi -

Ms. Wanjiru Ndindiri

KENYA NATIONAL AUDIT OFFICE

Mr. Anderson Kariuki -

Mr. B
Mr. N

MIN.NO. 178/2010

enjamin Mayenga
ashon Otieno -

NATIONAL ASSEMBLY

Clerk Assistant 1l
Clerk Assistant I

Deputy Director of Audit
Assistant Director of Audit
Assistant Director of Audit

EVIDENCE : MINISTRY OF LOCAL GOVERNMENT

Hon. Musalia Mudavadi, EGH, MP, Deputy Prime Minister and Minister for Local
Government, accompanied by : ‘

()  Hon.
(i)  Prof.

Lewis Nguyal, MP
Karega Mutahi, CBS

(in) Mrs. Ruth Kiiru

(iv)  Mr. Mutua P. Nzoka, OSW
(v) Mr. Victor Ogutu

(vi)  Mr. Ezekiel O. Ohando
(viiy  Mr. Joseph O. Warega
(vii)  Mr. S

ilas O. Nyambok

Assistant Minister

- Permanent Secretary

- Director, Local Authorities
Inspectorate

- Director, Market Development

- Assistant Director, UDD

- Chief Finance Officer

- Principal Accountant

- Engineer, UDD




appeared vefore the Committes ‘o Jditcuss ihe status (and e way forward) of the

countrywide prejects underiexen ny the Uiban Deveiuprient Department (UDD). The
following issues were noted with concern:

(i) Many contractors had been paid over £0% of the contract sum yet little/no work had
been done ; many of those contracts had to be re-tendered at higher costs.

(i) Many projects had stalled and problems were discovered on the sites or with the
sites when works were already in progress.

(iii) A number of projects had design problems and poor supervision.

The Minister outlined proposals to the existing challenges in UDD and the way forward in
handling the stalled projects undertaken by UDD. He proposed the following :

(i) Completion of all stalled projects to be done before embarking on new projects.

(i) An interdisciplinary team from the Ministry to be formed to verify actual work done
on projects before payments are made to contractors.

(ii) UDD is to be restructured with clearly spelt out separation of roles.

The Minister further informed the Committe that a team from the Ministry of State for Public
Service was evaluating UDD so as to advise on how the proposed restructuring will take
place

The Committee while commending the Minister’'s proposals, resolved {o reschedule for
another meeting with the Minister (in a week’s time) in order for the Minister to come up
with a brief on clear restructuring proposals on UDD.

MIN. NO. 179/2010 ADJOURNMENT

And the time being fifty five minutes past eleven o’clock, the meeting was adjourned until
Thursday 2" September 2010 at 10.00am.

Signed HON. THOMAS MWADEGHU, MP

Date 12/10/2010




-

MINUTES OF THE FIFTY FOURTH SITTING OF THE LOCAL AUTHORITIES AMND

FUNDS ACCOUNTS COMMITTEE HELD ON THURSDAY 2"° SEPTEMBER 2010 IN

COMMITTEE RM. NO. 9, PARLIANMENT BUILDINGS AT 10.00 AM

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP
Hon. Peter Mwathi, MP
Hon. Abdul Bahari, MP
Hon. Pollyins O. Anyango, MP
Hon. Wiison Litole, MP
Hon. Nemesyus Warugongo, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Charles M. Nyamai, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Ms. Wanjiru Ndindiri - Clerk Assistant Il
MIN.NO. 180/2010 REVIEW OF UDD RECOMMENDATIONS

The Committee decided to finalize its recommendations on UDD after meeting the Minister
the following Tuesday. The Committee expects the Ministry’s response on the exact nature
of the restructuring of UDD and how the issue of staff would be addressed.

The Committee resolved that action should be taken against the officers involved in the
questionable UDD projects, including those who were transferred to other Ministries.

VIIN. NO. 181/2010 ANY OTHER BUSINESS

The Committee resolved that in order to avoid cancellation of scheduled meetings and to
allow Members to also visit their constituencies, some Members would alternately be
present when others were not available.

Hon. Pollyins Anyango, MP and Hon. Nemesyus Warugongo, MP briefed the Committee on
their visit to Ghana where they represented the Committee in a waining programme on
budgetary oversight.

The Chairperson also informed the Committee that there would be a joint meeting with the
Departmental Committee on Local Authorities on the afternoon of 7th September 2010.
Both Committees would review and adopt the harmonized report on the Purchase of Land
for Cemetery by the City Council of Nairobi in preparation for tabling.




MIN. NO. 182/2010 ADJOURNMENT

And the time being fifty minutes past eleven o'clock, the meeting was adjourned uniil
Tuesday 7" September 2010 at 10.00am.

Signed HON. THOMAS MWADEGHU, MP_
(Chairperson)

Date 12/10/2010
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MINUTES OF THE FIFTY FIFTH SiTTING OF THE LOCAL AUTHORITIFS AND FUNDS

ACCOUNTS COMMITTEE HELD ON TUESDAY 777 SEPTEMBER 2210 IN MAIN
CONFERENCE RM, PARLIAMENT BUILDINGS AT 10.00 AM

PRESENT
Hon. Thomas Mwadeghu, MP (Chairperson)
Hon. Benjamin Langat, MP
Hon. Wilson Litole, MP
Hon. Peter Mwathi, MP
Hon. Abdul Bahari, MP
Hon. Pollyins O. Anyango, MP
Hon. Nemesyus Warugongo, MP
Hon. Musa Sirma, MP

ABSENT WITH APOLOGY

Hon. Charles M. Nyamai, MP
Hon. Ferdinand Waititu, MP
Hon. Simon Mbugua, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mr. Julius Ariwomoi - Clerk Assistant Il
Ms. Wanjiru Ndindir - Clerk Assistant Il

KENYA NATIONAL AUDIT OFFICE

Mr. Anderson Kariuki - Deputy Director of Audit
Ms. Tabitha N. Waweru - Assistant Director of Audit
Mr. Nashon Otieno - Assistant Director of Audit
Mr. Julius M. Mutinda - Principal Auditor
Mr. Elijah O. Kenyanya - Senior Auditor
MIN.NO. 183/2010 EVIDENCE : MINISTRY OF LOCAL GOVERNMENT

Hon. Musalia Mudavadi, EGH, MP, Deputy Prime Minister and Minister for Local
Government, accompanied by :

Assistant Minister
Permanent Secretary
Director, Market Development

(1) Hon. Lewis Nguyai, MP
(i) Prouf. Karega Mutahi, CBS
(i)  Mr. Mutua P. Nzoka, OGW

]

(iv)  Mr. Ezekiel O. Ohando - Chief Finance Officer

(v) Mr. Victor O. Ogutu - Assistant Director, UDD

(viy  Mr. Patrick Karanja - Senior Assistant Director,
Local Authorities Inspectorate

(vii)  Mr. Joseph O. Warega - Principal Accountant

(viii)  Eng. GK. Mungania - Superintendent Engineer, UDD
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appeared to discuss the way forward on the Urban Development Department (UDD). The
Minister presented a brief that highlighted the following :

() The Ministry plans to restructure the UDD so that it becomes a service provider to
local authorities.

(i) UDD will no longer have direct access to funds. The Department will remain with the
role of facilitation and provision of technical support to local authorities.

(i) The whole process of project identification and development by local authorities will
be initiated through participatory stakeholder process.

(iv) The reformed department will be reconstituted or replaced by three distinct sections
with distinct staff members, namely :

a) Planning and Design
b) Construction
c) Monitoring, Evaluation and Reporting

In the new structure, local authorities will implement all projects and programmes, with
clearly spelt out separation of roles amongst the key actors as well as checks and
balances.

MIN. NO. 184/2010 PAPERS LAID

The following documents were laid on the table :

(i) Proposed Reforms for Department of Authority Support Services
(DLASS).

(iv)  Other Programmes in Urban Development Department.

(v) Urban Development Department : Table on Status of Projects.

MIN. NO. 185/2010 PENDING ISSUES

The Committee directed the Ministry to provide, by 10th September 2010, a more detailed
version of the papers laid during the meeting.

MIN. NO. 186/2010 ADJOURNMENT

And the time being thirty five minutes past eleven o’clock, the meeting was adjourned until
later in the morning.

Signed HON. THOMAS MWADEGHU, MP
(Chairperson)

Date 12/10/2010
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