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Kwale Municipal Board
Reports antl Financial Statements
For the year ended June 30, 2021.

I. KEY ENTITY IN.FORMATION AND MANAGEMENT

a) Background information

Kwale Municipalitv is established by and derives its authority and accountability from Ilrtrr

Areas and Cities Act 2011. The Municipality is wholly owned by the County Governnrt-'nt

Kwale and is domicilecl in Kenya.

'Ihe Municipality's ob.iective is to

i. Provide fcrr elficient and accountable management of the affairs of the Municipality.
ii. Provide fbr a governance mechanism that will enable the inhabitants of the Mr-rnicip:,ir

to:
a. Participate in determining the social services and regulatory framework which t I

best satisf,r' tl-reir needs and expectations.

b. Verify whether public resources and authority are utilized or exercised, as the cr, .:

rrray be. to their satisfaction.
c. Enjoy efliciency in service delivery.
Vigorously pursue the developmental opporlunities which are available irr

Municipality and to institute such measures as are necessary' for achieving public ur'-,

safety, securitl ancl the provisions of civic amenities, so as to enhance the qualily o1'li
of the' inlrabitants ol'the Municipality.
Provide a high standard o1'social services in a cost effective manner to the inhabitants ,,

the Municipality.
Promote social cohesiveness and a sense of civic duty and responsibility among t

inhabitants and stakeholders in the Municipality in order to facilitate collective actiorr .r

comrnitrnent t<rwards achieving the goal of a harmonious and stable community.
Providing fbr services. laws and other matters for Municipality's benefit.
Fostering the economic. social and environmentalwell-being of its community

The Municipality's principal activities are:

(a)Promotion, regulaticln and prclvision of refuse collection and
solid waste rnanagenrent services:
(bi Construction and nraintenance ofurban roads and associated
inliastructurel
Ic) Construction and nraintenance olstorm drainage and flood
controls:
(r/) Constmction and nraintcnance o1'walkways and other no motorized
transport inli'astructurc :

/e/ Construction and rraintenance of recreational parks and green
spaces:

#) Cclnstruction and nraintenance o1'street lighting;
(.q/ Constrr-rction mainlenance and regulation of traffic controls and
parking facilities;

tv
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For the year ended.Iune 30, 2021,

(ft/ Construction and maintenance of bus stations and taxi stands;
(y' Promotion, regulation and provision of animal control and
welfare:

0) Any other function as may be delegated by the County
Executive Committee.

b) Principal Activitics

T'he principal actir,'ity/nrission/ mandate of the Municipality is to

Vision

''Sustainable natural resource and land use management for wealth creation and a qualit
environment fbr every Kwale county citizen."

Mission

"To create and enltance a system of functional human settlements that will cnabl-
sustainable envirotitnetrt lbr public and private investment and optional use o1'averilriiri
natural resources."

Core Valucs

The Krvale Municil.rality upholds the values of transparency and accountability/integritr
inclusiveness and ecluitv. empowerment, quality/result oriented and innovation.

c) lloard of Trusters

Chairmiur of the Board Seif Bendera Rocky

O1'llcer Nuru Mboga Mohamed

-)

, 
Chiel' Ollicer flnance

Committee Mernbers

Comrnittee Members

6 Committee Menrbers

!,..,-- --.

7

Alex Onduko Thomas

Annastansia Kanga

Mishi Koba

Salim Mwayogwe

Con-unittee Mernbers Mwabudzurna Bakari

3l

ager Mr.r'anawani Sheti

Ilef Position Name
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d) Kcy N{unagcnrcnt

<ci , r'eliilcn

i .'l',i.ruarvtlni S net i

A. nnastaci a [r4a i th1,a
:

ii4arago Filex

ljeisal Siiitre

c) Fi<luciary Ovcrsight Arrangrnrents

Ref i Pos";^r

1 Directoratc Internal Audit

2 Internal Auditor

).4unie ipal llanager ': .

Prtlt:urernent Officer

.A,cc<rurrtant

Works Officer (Projects Supervisor)

ilII],-

Alex Makanga

Faith Nzangi Musili

Fitl

_)

f; trtegistercd Oiiic*s

P.O. Box 4

Kivale County Head Oftice

Likoni - Kinango Road

Kwale, KENYA

g) Fund Contacts

E-mail:

Website : wu'w.kwalecountygov.cont

h) Itund llankers

e,'<;rnmerii..i Eaius
r-uB Bank
Kwale Brach
Account Nunrbcr 1 262607 5$2

)-. Central Bank of Kenya
Haile Selassie Averrne
P.O. Bo;t i50000

1:i 17 _(c1r-riire 0,,12 00

1
4i

!



)

'Kwale Municipal Board
Reports and Financial Statements
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Nairobi. Ken,'a

i) IndependentAuditors
Auditor General
Off-rce of Tlie Auditor Gcneral
Anniversary'I'ow'ers. University Way
P.O. Box 30084
GPO 00100
Nairobi. Kenya

.i) Principal Legal Adviser
'fhe County Legal Ofllcer
Otfice of the Governor
P.O. Ilox4-80403
Kwalc.
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Kwale Municipal Board
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For the year ended June 30, 2021.

2. THE BOARD OF TRUSTEES

and expa-Ylciice

Date c.f R,rtt:-l 1,,;;'lilj.?, ,; : . il;i :rl ll !1 1 t/ ' '

i:ie,ri,.'ent tr, l'",,..';,ii . 'i ,{.:.; .-ir..l,,--C: l,,ifOrt fiiXlet'ei:gi.Or,

Sacred Heart High Schooi in }4,-urbasa

In 1993, he rvr:rrt to the tlniversit_-v of l-,oirt1oh'tb-do Teachers

Advisory lvianegenrcn,t. i{e also ili,J Pdst Graduate fliploma of

Edr rcs'..c;: he fore': :1.i,;r raririg i"iastsri s in F.rl ucaijon [)egi r.

Bendera is an all-round persor::litv who has always taken

Iersc:1Ll i,iit;;t;','s tr qssist l' -ri:::ar.t, and Seco::oat1,

students by offering talks to the students and also to the

teachers on education management.

He was given a Medal (Head of State Commendation) -HSC

by President Kihaki hecause of his c'utstanding performance

i^, iit.: cornl;.,'.rit1,.

Bendera is an educationist who has worked in oifferent

portfolio in the field of education.

He worked as a teacher for I I years where he was promoted

to the lt'vel of schrols inspector in Kwale District and then to

a Provincial Inspector ofschools for 12 years.

He has written several Primary Science Books and TAC

TUTORS manuals which are been used in Kenyan schools.

He was an Education Officer in National Museums of Kenya

an initiative to conserve Kaya Forests.

Bende"a ltas also wcil.e:i tis'r Plgiegl Nlarrirgcr K:n),a Scho:.ls

Improvement Project under the Aga Khan Foundation.

He was a Director Kenya Maritime Authority for 6 years.

Bendera has been and up to now is the Chairman of Board of

Management (BOM) in several Schools within Kwale

County.

The trus' -. ,: cri independent di rector.

I

I

I

I
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Kwale Municipal Board
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I.'rrr thc I'ear ended June 30, 2ll2l.

2.MR. BAKARI NASORO
MWABUDZUMA (Member)

3. MS. NURU MOHAMED

MBOGAII (l\tenrher)-

CO Environment

Date of Birth: I 510911952

Mr. Bakari Nasoro Mwabudzuma is a retired teacher (Retired

in 201 7). He holds a special Diploma in teaching

(KrswAHILr).

He:

l. Is an examiner KNEC.

II. Has an experience of 35 years in teaching both in

primary level (8 years) and secondary level (27years)

lll. Has a certificate in Guidance and Counselling fronr

UON.

IV. Is a community elder and a CHC- Bilashaka Unit.

VISION: To achieve the Municipality goals frrr the Kwale

community and ensure the attainment of the best service

deliveries.

The trustee is an independent director.

She has a_Master's degree in Environrnental Studies
Cornmunity Development and a Bachelor of Environntental
Science fi'orn Kenyatta University.

Her Professional Trainings and Certification include;
o Project Planning and Management Training by

African Institute of Certified Studies
o Geo-Spatial Database Development and Management

Training at the Regional Centre for Mappirrg and
Resource Development Nairobi

. Monitoring and Evaluation Training by East African
Institute of Certified Studies

She is currently the County Executive Committee Member fbr
E,nvironment and Natural Resources
For Kwale County.

The trustee is an executive director.

Date of Birth: 8th December, 1988

She holds a Master of Science in Water Resource's

l:rrgineering fiorn the University of Dar es Salaam- Tanzanirr

a

I

.}.MS. SATIMI-I BEJA MAI{A.IA l)atc ol'lJirllr: I6' April 1989

cnlVI lrer)

1:

)

1l

t

and a Certificate in Co Maintenance and Networkin
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ILeports and Financial Statements
fior the year ended June 30, 2021.

1. ANASTASIA KANGA
STEPHEN (Member)

5. MR.SALIM
MWAYOGWI'
(Mernber)

S,,\ I I)

1-echnology

She also holds a MSc. Dissertation - Defining Onset and [:rrd
of Rainy Seasons in Tanzania.
Bachelor of Science in Water and Environmetttal
Engineering.

She is currently the Chief Offlcer, Environment and Natural
Resources at County Government of Kwale

Experience:
. Water engineer and EIA associate at Manken Geohydrotech
Consultants, Mombasa, Kenya.
. Director of Programs - PDF Tanzania.
. Program Director at PDF (People's Development Forurn)
Tanzania.
The trustee is an executive director.

Date of Birth: 25th October, 1970

Madam Anastasia Kanga Stephen is a renouned Educatiollisl
with 20 years of experience in Special Schools and Learncrs ,

rvith Disabilities. She holds a B.ED Honors tlegree in Special
Education from the Kenyatta University and a Dipkrrnu
Special Education from the Kenya Institute of Specitrl
E,ducatiorr (KISE).
M/s Anastasia is a member of the South Coast Residents
Association; a Neighborltood Organization and voice of thc
Residents. She has also initiated Community Empowerrnent
Prograrnmes for the Girl Child in sections of Kwale Couutr.
addressing Education and Reproduction Health matters ancl

Early Marriages. She is the Patron to Muche ,4sonre Initiutit't'.
advocating for Girls Education.
Her vision for the Kwale Municipality is Promotion of better

Planning and Infiastructure, improved services to all the

residents, with a special lbcus to Environmerrr and Health. 
,

Eclucation and Accountability. I

The trustee is an independent director.

Date ol'Birth: l't January, 1960

EDTICATION BACK GROUND:
Went to Kwale Primary School and "['aru Secondary School

PROFESSIONAL BACKGROUND:
Trained Teacher at Kericho T.T.C .and got Pl. Has a diplornl
in ECD.

I
I

:

I
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Director Zamlnda lflw a Contraction company Chqirman
Mwaluganje Elenhant Sc,',t'.:?ry. I rrmally chairman Kwale
_ioi11 ito,|. loan 5'rard

1iLl,-,:-;ti,l..,l j{lLIi .{ 
1lL-,,,':,I, j.,1i"r:ic,ipalitr,.Et,i,:il iu{cr,rl,;r.

The irustee is an independent director.

Date of Birth: l lth April, 1985

i:he '::' -)ipl:nl :l I'b.irdrcssing ::ld b::ut;, is x,nc,,, -.
of Kwale Line SACCO and a prominent business lady.

She is also a Director of County Classic boutique and SPA

Vision: Is to achieve the goals of Municipalities by seeing the
,'::lr!ents of Kwale enjoying the Municipslif ,crvicr,-s i;: !n
. r',.'Iif.,

3.[rSPOliSlIIr,iTY: I(wale Murri i:raliv Board l\{ernb;r
The trustee is an indepc,rcient director.

Date of Birth: 2nd February, 1986

CAREER AND ED N OVE?VIEW:
Mwanawani Ramadhan Sheti-Municipal Manager(Kwale
Municipality)
Education and sional Qualification.

o Masters in Business Administration-Finance ;2010-
2014

Kenyatta University
o Bachelor of Education Science and Information

Technology;2005-2009

Maseno University
,, ''; ,..,o / lertificate oi' 3sr,:untiarV

Education,(KCSE);2000-2003

Mama Ngina Girls High School
Professional Traini g and Ceftification

Certified Investment and Financial Analyst; Sec 3

Information Commun ication Technology.

ff*
xd

6. MS. MISHI KOBA

(1,!9rr'lx, )

7. MISS VTWANAWANI

RAMADHAN SHETI-

(secretary) Municipal

Manager

1

o

a

Professional Experience:
Municipal Ma"ager-Kwale Municipaliq

a el

Kwale Co Government; Dec, 201 8 to date

t

I

I

I

I

i
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Kwale Municipal Iloard
lleports and Financial Statements
For the 1'ear ended June 30, 2021.

F'und Manager-Kilifr County Micro Finance Fund.
Kilifi County Covernment; Sep 2018-Nov 2018
Lecturer-School of Business and Economics. Finance
Deparlment.
Pwani University: Sep 201 5-Sep 201 8
Graduate Trainee-National Bank of Kenya; Nov 2010-Sep
20t8.
Deputy Returning/ Registration Officer.
Interim Independent Electrol Commission; Jan 201 0-Nov.

20r0.

The trustee is an executive director.

I

i0 | '
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Kwale Municipal Board
Reports and Financial Statements
For the year ended June 30. 2021.

3. STATEMENT oF PERFORMANCE AGAINST COUNTY ENTIT\''I

PREDETERMINED OBJECTIVES

Introduction

Section 164 (2) (f-) o1' the Public Finance Management Act, 2012 requires that, at the snd n I

each linancial year. the Accounting Oflicer when preparing financial statements cr1'crri l,

County Government entity Government entities in accordance with the standards and fbnnat:,

prescribed by the Public Sector Accounting Standards Board includes a statement of ilrt

county government entil),'s perfbrmance against predetermined objectives.

The Municipality of Krvale shall have all the powers. general and special, governmental or proprietar'..
expressed or ilnplied. rvhich nray' be possessed or assumed by rnunicipalities under tlre Urban Arcas r,r,

Cities Act. thc Countl, (iovernments Act and the County ol Kwale By-laws.

Krvale Municipality bon'ou's heavily fiom the County's 2018-2022 CIDP. The CIIDP ider-rtitir,
strategic objectives through a participatory process that reviewed the developmcnt priorities ol'i',
Governor's N4aniI'esto.

The key objects of the Klvale Municipality are to:-
1. Provide fbr efticient and accountable management of the affairs of the Municipalit"v-.
2. Preparation of Llrban Plan lor Kwale.
3. Provide fbr a gor ernance mechanism that will enable the residerrts of the Municipalitl' t,,

4. l)articipate in cleternrining the social services and regulatory framework which u'ill besr

satisfi' their neecls and expectations.

-5. Verify whether public resources and authority are utilized or exercised. as the case ma\
be, to their satisfaction.

6. Enjoy efticiencf in service delivery.

'l'ire kwale nrunicipalitl' had an annual budget of kshs 55,7 45,478. Out of this Kshs. 1 ,689.1 20

r,r,as lbr recurrent while development was 54,056.358.

Progress on attainment of Strategic development objectives (Adopted from Krr:'i,

Countv)

For purposes ol implementing and cascading the above development obicctives to spccrii,

sectors, all the development obiectives were made specific, measurable. achievable. realistic arli

tirne-bound (SMART) and converted into development outcomes. Attendant indicators \','cr'-

icleritif-red fbr reasons ol trar;king progress and performance measurement: Below we proviile tl'

progress on attaining lhe stated obiectives:

4ge

I

rit
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Below lve provi(le the nrr.;; e5s o'r attain:ng the stated objec iye.;

ln'I. {li- :' .t;

Iviunicipality

lvlanagement

--^+i Cir r1

Ljrban Plan xrr

Kwale

Inclusiviry iri

running ihe

municipality's

aiiairs

' .-o h"-ve piarured
I

I and controlled

development in

Kwale

i"{r.ri-,icipality

l'ncreased number of

Kwale residents

participating in the

Munioipality's

affairs.

We hdve

Project r::; ' r; "

management/

moniioring

committee for

the

Municipairty's

projects

In 20121 we

increased the

number of activities

and people

involved. The

rnunicipality was

involved in the

Kazi mtaani

programme among

others.

i!

I
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l.MS. NURU MOHAMED MBOGAH
(Member) - CO Environment

4. MANAGEMENT TEAM

2. MWANAWANI ITAMADHAN
SHETI

(Secretary) - Municipal Manager

Date of Birth: 8th December, 198[l

ce

She holds a Master of Science in Water Resour.cr.
Engineering from the University of Dar es Salriirr;,
Tanzania and a Certificate in Computer Maintcnarre ,_

and Networking Technology.

She also holds a MSc. Dissertation - Defining ()rrser
and End of Rainy Seasons in Tanzania.
Bachelor of Science in Water and Environnlerliirl
Engineering.

She is currently the Chief Officcr. Environrnent u r

Natural Resources at County Covcrnment of Krva Ic

Date of Birth: 2nd February, 1986

Mwanarvani Ramadhan Sheti-Municipal
Manager(Kwale Municipal ity)
Education and Professional eualiflcation.

o Masters in Business Administration-Financ,-,

:2010-2014

Kenyatta University
o Bachelor of Education Science and

Informatiorr Technology;2005-2009
Maseno University

o Kenya Certificate of Secondary

Ed ucation,( KC S E):2000-2003
Mama Ngina Cirls High School

Professional l'raining and Certifi cation :

o Certified Investment and Financial Analyst:
Sec 3

o Infbrmation Communication Technologr,.

Professional Experience:
Municipal Manager-Kwale Municipality
Kwale County Covernment; Dec. 2018 to date
Fund Manager-Kilifi Counfv Micro Finance Fund.
Kilifi County Government; Sep 20 I 8-Nov 201 g

Lecturer-School of Business and Econornics, Finarrcc
Depaftmeut.
Pwani University; Sep 2015-Sep 20 I 8

13 lPage
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Graduate Trai nee-National Bank o1' Nov 20 I t;-

Details of
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.+ MS. ANNASTACTA MAITHYA
(Procurement Officer)

Sep2018

Date Of Birth - 23107 t1967

3. MIT. FILEX MAITAG() (Accountant) Date of Bifth 5/t2t1915

Deputy Return i ngl Registration Offi cer.
Interim Indeperrdent Electrol Comnrission; Jan 2010-
Nov.20l0.

Marital status - married
Education & Professional eualification
Holds a bachelor,s degree in Business Administration
(KEMU)

- CPAI
- KCSE - Bujumba Secondary School- KCPE - Amagoro primary

Experience
- Accountant Kwale County (iovernrnent 201_l

to date
Accountant defunct Kwale County Council. Nakuru

Municipal council. Bungoma Counqv Council ancl

Malaba J-own council 2005 - 2Ol3

-.8,&iLt
Marital Status - Married
Education & Professional Informatirrn

- KCSE-Nyeri Technical Highschool
- Holds Diploma in procurement and Material

Management
- Bachelor of Business management supplies

option
- CPAI

Procurement Officer Kwale Countv

14 lPag*
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5. BOARD CHAIRPERSON'S REI'ORT

I\'lunicipality of Kwale Board is composed of 8 members; four members of rhe Boarcl ol'thc
\'lunicipality appointed through a cornpelitive process by the County Executivc Committee antl
approved by the County Assembly and nominated members from the following backgrounds:

1

ii.

iii

iv

Arr umbrel[a bodl' representing professional associations in the Kwalc.

An association representing the private sector in the Kwale.

A cluster representing registered associations of the informal sector in the Kwale

A cluster representing registered neighbourhood associations in the Kwale.

'l'he promulgation of the Constitution of Kerrya,2010 under Chapter l1 ushered Kenya into a
ttcu sr stctlt ol'governance. replacing the centralised system with a devolved system of
so\;elTlance. The devolved system of governance consists of the National Governmen t and 47
('ount1' (iovemments. Kwale Municipality is a child of the Kenya Urban Support Programmc
(Kt lSP) through the Countl' (iovernment of Kwale ancl the municipal charter of the municipalir,r
of Kwale.

Kwale Municipality has a board with a chairman. During the year there were formed committees

sltch trs the r\udit comnrittee. Finance economic and Iluman Resource Management conrrnitle',.

l'echnical and Strategl' Ciommittee, Investrnent trade and Environment committee in a bicl tr,

create an enabling structure to operationalize the municipality, to realise its mandate. Each

committee has a chair and thel, are as follows;
'F Bakari Mwabudzurna -Clhair Audit Committee

/ Mishi Koba - Chair Technical and Strategy Committee

/ Salim Mwayogr.r'e - Chair Investment, trade and Environment Contmittee

Ku'aleMunicipalityhadabudgetofKshs.55,T45.4Tswithanactual realisationol(shs.38,086.77.1

'l-he municipality managed to complete cabro par.'ing of Kwale Posta - Masiid Muadh rol,,i
whose contract award price was Kshs.37,158,619. This project has been cmbracecl by tlrc
communitv fbr it serves rvell the intended purpose.

The Municipality in future will fbcus on creating an enabling environnrent to trttract, antl woil.:
rvell 

"vith both internal and external investors. 'I'his will be achieved hv improving ,,r,
infl'astructttre and prepartrtion o1'thr: Kwale County spatial plan rvhich is underr.rar.

I
'affi s'i
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Conclusion

FY 2020/2021 was a good year in general. Good progress was made and the momentum has
been created to enable Kwale Municipality continue on a trajectory into prosperity. I want rcr

appreciate the other county departments especially the deparlment of Finance and Economic
Planning for their supporl rvhen it comes to financial matters.
Kwale Municipality has seen timely payment of contractors and suppliers

Signed:

SIIIF ROCKY ENI)[]RA

I
l(t
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6. REPORT OF THE MUNICIPAL MANAGER

Municipality of Kw'ale Board is composed of 7 members; Four members of the Board o1. th-

Municipality appointed through a competitive process by the County Executive Committee ati.i

approved by the Cor-rnt,v Assembly and nominated mernbers from the following backgrouncls:

i. The chamber of commerce member Mr.Salim Mwayongwe is the representati\,c 1,,

the private sector in the Kwale Municipality Board.

ii. Md. Mishi Koba is a member of Kwale line SACCO association who is ir

representative of the informal sector in the Kwale Municipality Board.

iii. Md, Anastancia Kanga is the representative of South Coast Neighbourhoo i

associations in the Kwale Municipality board

'fhe four members appointed through the competitive process and approved by the Cotnrt.
Assembly are;

i Mr.SeifBendera

ii Mr. Bakari Mwabudzuma

iii Md.Saumu Beja

iv Md.Nuru Mbogah

Realisation ("1,\

69o/o

69<'/"

The Municipality has worked on the (Concrete paving blocks) road projects, Kwale Posta-Kunl

Judiciary-Methodist Road tbr FY I 8/19, and Kwale Posta-Masjid Muadhi road for FY I 9/20.

The projects will enhance the security and accessibility within the nrunicipalitl,.

They created employment opportunities.

They enhanced the aesthetics of the municipality

They offbred a by-pass from the main road

They improved storm water drainage

The road pro.iect programme was implemented by the Kenya Urban Support Prograntnr,

Urban Developn,ent Grant which is a World bank grant for development projects. li,
[Jrban Development Grant was implemented through the Kwale Municrpality.

Revenue
classification

Revenue
(KShs)

38,086.77455.7 45,478CARA
Borrowings
Own generated
re!'enues

55,745,478 38,086,774Total

I

171vr,g*

I

budget i nctual (KShs)

I

I
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Kwale Municipal Board
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The road project was a 0.7KM road that included a main carriage way, a walk way and a
drainage system wfrich benefited Kwale residents by; I

Enhancing their sec,;rity zurd accessibilitl, within the municipaliti,.
- Creatingemplcymentopportunities.

Enhancing the acsthetics of the municipality
Offering thelt a by-pass from the main road,
Improving storm water drainage.

The implementation challenges of strategic objectives for the County Entity and the entity,s
future outlook include:

insuffici::nt budget allocation

Weak institutional framework

irraciecluaie shffi

Sub Programme

Iarmacking of National
'ler'eais a;id ]', utiuce
loard-Stadig;:- (r-,I i, ,1's

ri-oaC.

Tarrnacl.cC
":rad'

Roads and
streets

Signage

Kilometres
'farmacked

-Number of
streets

Addressed

Baseline
(Current
Status
U

Planned
Targets

Zkrn
Tarmacked

Ksh.35,000,000

Street
?hysical
Model

Naming and
Addressing

itreet lighting and FIo C

light.

The key risk management strategies include;

Signed

Mwanawani Sheti
Municipal Manager

lSlI r;;':,

Key Outputs Key
performance
Indicators

Resource
Requirement (KSHS)

0

-Security -Flood lights. -Flood lights in
strategic
places.

Fifty (s0)
Roads and
Street
Named

Ksh.10,000,000

Ksh.7,000,000

I
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7. CORPORATE GOVERNANCE STATEME,NT

A. Number of Fund Administration Committee meetings held and the attendance to

those meetings by members.
-l-hc Kwale Municipality held all its quarterly meetings and there was an approximatell' 8t)'),i,

attendance to all of those lneetings.

B. Succession plan.

When the Municipal Manager is temporarily disabled from acting as Municipal Manager or
when the olllce of the Municipal Manager becomes vacant, the County Governor shall appoint ir

qualified person to be an Acting Municipal Manager. The County Governor shall infbrm thc
County Public Service Board of such appointment within seven (7) days. The Acting Municipll
Manager shall have the authority and duties of the Municipal Manager, except that the Actirrg
Municipal Manager may appoint or remove employees only with approval of the Board of tlr.'
Municipality. An Acting Municipal Manager shall hold office for not more than six months.

C. Existence of a serv'ice charter.

fhe Municipality does not have a service charter.

D. Process of appointment and removal of trustees/ Administration Committrr

members.
'fhe county govemor shall, rvhile considering the nominated members identified by the

organizations speci{ied. require the organizations to produce
(a) signed minutes as evidence of an accountable process of nomination:
(b) .--r,idence of compliance with statutory obligations;
(c) vetting form to establish that the nominee has complied with the prescribed criteria I()r

appointn-rent as a member of the board.
A board of a municipality shall be appointed by the county govemor with the approvzrl o1' tli,-'

county assembly.
'fhe administration committee members shall cease to be member if;

/ Is r.rnable to perfbnn the lunctions of the ofllce by reason of nrental or physiciri

infirmity'l
/ Is declared or becomes bankrupt or insolvent:

months or more:

/ Resigns in writing to the County Governor;

of the Board or Committee of the Board of the Municipality within one financiul
year:

'/ Is tbund guiltl, of prof'essional misconduc! by the relevant prol'essional bodyl'/ Is disqualilled from holding a public office under the Constitutiorr:

tr

t
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considered by the Board or Board Committees;

E. Roles and lunctions of the Administration Committee members.

(a) Promotion. regulation and provision of refuse collection arrd solid rvaste managentcnl
services:
(b) Construction and maintenance of urban roads and associated infrastructure;
(c) Construction and maintenance of storm drainage and flood controls;
(d) Construction and maintenance of walkways and other nonmotorized transpor',
infiastructure;
(e) Construction and maintenance of recreational parks and green spaces.
(f) Construction and maintenance of street lighting;
(g) Construction maintenance and regulation of traffic controls ancl parking facilities:
(h) Construction and maintenance of bus stations and taxi stands;
(i) Promotion. regulation and provision of animal control and weltare;

F. Induction and training, Administration Committee members and member':.

performance.
'l'he administration committee members have so far satisfactorily undergone the fbllorving

induction and trainings:

G. Conflict of interest,

fhere is a lack of clear designation and roles between county staffs and Municipality stat)!.

H. Board remuneration,

The chairperson. vice chairperson and members of a board or town comrnittee shall not receivc ii
salary fiom the board or towrr committee but shall be paid such allowances and berretlts as thi'
county executive committee shall, with the approval of the county assembly, and on 11',s ildvir-:,.
ol' the Salaries and Remtrneration Commission. determine.

I. Ethics and conduct as well as governance audit undertaken if any'

'l'he Municipality has undergone annual internal and external audit by auditor general

20 lPap:*
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Reports and Financial Statements
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8. MANAGEMENT DISCUSSION AND ANALYSIS

A. The operational and financial performance of the Fund/Board during the pcriorl

Realisation ('2,)

1000A

100"1,

-flre Municipality has utilized 69%o of the budget allocation. This was due to late disburserrepr oi

the lJrban Development Grant (UDG) and the operationalization of the imprest accounr ar I(('l]
bank during the fourth quarter.

13. Iintity's key pro.iects or investments decision implemented or ongoing,

Iterrr, Project/Activity
i No. 

i 
Name

Total
Value of
Contract in
Kshs

3t.25 1.rOt

97.r.000

Prr.r.ir:i:t

Stzrtu r;

Conrplt

Conrl'riri

PR.OPOSEI)
CABRO LAYING
OIT KWALE
POS-IA - MASJID
N4TJADH - SOCIAL
SERVICES
MORTTJARY
ITOAD IN KWALE
TOWN

ilA AND
I:ITASIBILITY FOR
fIIE PROPOSED
CABRO LAYING
OF- KWALE
POSTA - MASJID
IVIUADH . SOCIAL
StiRVICES
I\4ORTUARY
ITOAD IN KWALE
|owN

2li , :

budgetRevenue
(KShs)

Actual (KShs)

C]AIIA

Revenue
classification

ss.7 45.478 55,7 45,478
Borrorvings
Own
revenues

tedgenera

Total 55,745,478 55,745,{78

Name and Address
of
Contractor/Suppliers

Contract or
Purchase Order
No. & Date

lor other Refl

Brief Desccription
of Goods, Works or
Services

ABESI()S I,ID I 8 525

PROPOSED
CABRO LAYING
OF KWALE POSTA
- MASJID MUADH
. SOCIAL
SERVICES
MORTUARY
ROAD IN KWALE
TOWN

ENVASSES
EN.VIRONMEN-TAL
CONSTJL'IANTS

EIA FOR TTIE
PROPOSED
CABRO LAYING
OF KWALE POSTA
- MASJID MUADH
- SOCIAL
SERVICES
MORTUARY
ROAD IN KWALE
TOWN

001182508512020-
2021

I

I
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Iteports and Financial Statements
Iior the year ended June 30,2021.

fhe Municipalitt' has been audited and has prepared its quarterly reports in compliance with

statutory requirements. The municipality did not face any major risks pertaining the Fund,

rnaterial arrears in statufory and other financial obligations.

I

.I

l

)

22lP a ge



Kwalc Municipal Board
Ileports and Financial Statements
For the year ended June 30, 2021.

9. CORPORATE SOCIAL RESPONSIBILITY STATEMENTiSUSTAINAI}II,i I .

REPORTING

Kwale Municipalily exists to transfbrm lives. This is our purpose; the driving lbrcc heli,,,,

everything we do. It's rvhat guides us to deliver our strategy. Putting the customer/('itizcr, il,,
delivering relevanl goods and services. and improving operational excellence. Below,is a lr:r-,1
highlight of our achievenrents in each pillar.

l. Sustainabilit-v strategy and profile
'fhe Kwale municipality is responsible fbr the provision and promotion ol' ir t.1,..,

environment fbr the business community. 'fhis is achieved through garbage collc,..ir
construction and maintenance of drainages and clearing bushes within the municipal,r..
The top management especially the accounting officer should make refbrcri,.-

sustainable eflbrts, broad trends in political and macroeconomic allbcting sustai,ahi i,.

priorities, ref'erence to intemational best practices and key achievements and failurc.

2. Environmental performance

This is one ot'the critical areas ol the municipality's services. The municipalrii
collaboration with the Department of Environment has successfully:

Maintained a clean friendly environment eg participating in community cleanup
f)evelopecl ancl implemented environmental awareness creation programs
Developed Waste nlanagement policies.
Established measures to mitigate against water, air. noise and other tbrnrs
pollution.

3. Employee welfare

Employee welfare is one area the municipality is yet to come up with the tiamewor.l\ rcclrjr
This is so because the municipality is still fully reliant on the county seconded stall' i l
operations. However. the fbllowing are ways through which employee welfare can be achic.,..,,

o Having an optimal staff organization structure fbr effective and efl-rcient public scrr i.;,_'

delivery.

. Hannonizatiott ofjob grading and remuneration through job evaluation and making
recommendations to the Salaries and Remuneration Commission on remuneration.
pensions and gratuities fbr county employees;

o Promotion of the National Values and Principles as espoused by Articles l0 and 2jl l,
the Constitution of Kenya;

o Strengthening county public service in the management of county aflairs by uphol.lir: r

the requirements of Chapter 6 of the Constitution on Leadership ancl Integrity b1,

I

ii
iii
iv

Page23
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABIt,I'I 
"REPORTING (CONTINUED)

recruiting and developing able and competent personnel with the highest standarcls ril'
integrity;

Regular monitoring, evaluation and reportirlg on the extent to which the NationaI Valir
arrd Principles referred to in Articles 10 and 232 of the Constitution are compiled q ilirir
the county- public service ;

Facilitate disciplinary control over persons holding or acting in public service otfic,-'rs
and ensuring the staff code of conduct is adhered to by all county employees: and

Promoting coherent. integrated human resource planning and budgeting and carrviru ,,

stafl'audits to discourage incidences of "ghost workers" and advise tl-re county
government on human resources development and management.

4. Market place practices

1-he organisatiorr should outline its efforts to:

a) Responsible competition practice.

Corruption Prevention

l-he Municipality is committed to prevent cclrruption, unethical practiccs ':

promote standards and best practices in governance in all its activities. A.;

institution grows. budgets w'ill be available fbr participation and implementar.i,, ,

the anti-corquption policies by way of engaging with the relevant bodie:s r

formulation o1' the required policies.

b) Responsible Supply chain and supplier relations

Explain liow tlie organisation maintains good business practices. treats itr

suppliers responsibly by honouring contracts and respecting payment practices.

c) Responsible marketing and advertisement

Outline eflbrts to mainlain ethical marketing practices

d) Product stewardship

Outline eflorts to saf'eguard consumer riglrt: and interests

24lP z g:
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Reports and Financial Statements
Fnr the year ended June 30, 2021.

5. Community Engagements
-fhrough public participation the residents have played a role in decision making

processes. participate in monitoring and evaluation, and demand fbr accountability tiorn

leaders and duty bearers. This has well been demonstrated through having committees irr

the rrrunicipality"s projects implementation.

.t
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10. REPORT OF THE BOARD OF TRUSTEES

10.1 Principal activities

The principal activities of the Fund are: -

(a) Promotion, regulation and provision of refuse collection and solid waste management

services;
(b) Construction and maintenance of urban roads and associated infrastructure;
(c) Construction and maintenance of storm drainage and flood controls;
(d) Construction and maintenance of walkways and other nonmotorized transport
infrastructure;
(e) Construction and maintenance of recreational parks and green spaces;

(0 Construction and maintenance of street lighting;
(g) Construction maintenance and regulation of traffic controls and parking facilities;
(h) Construction and maintenance of bus stations and taxi stands;
(i) Promotion, regulation and provision of animal control and welfare;

10.2 Performance

The performance ofthe Fund for the year ended June 30, 2021, are set out on pages 30 to 36.

10.3 Trustees

The members of the Board of Trustee who served during the year are shown on page 3. There

were no changes in the Board during the financial year.

10.4 Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Kwale Municipality

Sign:

Name: Seif

Chair of the und Admin i s t r at i o n C o mmit te e

Date: 
'>tl-
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Reports and Financial Statements
For the year ended June 300 2021.

11. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each

financial year, the Administrator of a County Public Fund established by Urban Areas and Cities

Act 2011 shall prepare financial statements for the Municipality in accordance with the standards

and formats prescribed by the Public Sector Accounting Standards Board.

The Manager of the County Public Fund is responsible for the preparation and presentation of the

Municipality's financial statements, which give a true and fair view of the state of affairs of the

Municipality for and as at the end of the financial year ended on June 30,2021. This responsibility

includes: (i)maintaining adequate financial management arrangements and ensuring that these

continue to be effective throughout the reporting period; (ii) maintaining proper accounting

records, which disclose with reasonable accuracy at any time the financial position of the

Municipality; (iii)Designing, implementing and maintaining internal controls relevant to the

preparation and fair presentation of the financial statements, and ensuring that they are free from

material misstatements, whether due to error or fraud; (iv)Safeguarding the assets of the fund;

(v)Selecting and applying appropriate accounting policies; and (vi)Making accounting estimates

that are reasonable in the circumstances.

The manager of the County Public Fund accepts responsibility for the Municipality's financial

statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgements and estimates, in conformity with International Public Sector

Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and Urban

Areas and Cities Act The Manager of the Municipality is of the opinion that the Municipality's

financial statements give a true and fair view of the state of Fund's transactions during the

financial year ended June 30, 2021, and of the Fund's financial position as at that date.

The Manager further confirm the completeness of the accounting records maintained for the

Municipality, which have been relied upon in the preparation of the Fund's financial statements as

well as the adequacy of the systems of intemal financial control.

2TlPage
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Kwale Municipal Board
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In preparing the financial statements, the Manager of the County Public Fund has assessed the

Municipality's ability to continue as a going concern and disclosed, as applicable, matters relating

to the use of going concern basis of preparation of the financial statements.

Nothing has come to the attention of the Manager to indicate that the Municipality will not remain

a going concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Municipality's financial statements were approved by the Board on

20{and signed on its behalf by:

a7(-

-SF- u{*\ }ootr.

Name: MWANAWANI SHETI

Municipal Manager

I
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O"t"phon" : +254-(zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enha nc ing Accountab i I i ry'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KWALE MUNICIPAL BOARD FOR THE
YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are faitly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance l/anagement Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kwale Municipal Board set out
on pages 30 to 69, which comprise of the statement of financial position as at

Report of the Auditor-General on Kwale Municipal Board for the year ended 30 June, 202 I



t
30 June, 2021, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kwale Municipal Board as at 30 June, 2021 , and its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Urban Areas and Cities Act, 2011 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Omission of Cash and Cash Equivalent Brought Forward

The statement of cash flows reflects cash and cash equivalents as at 30 June, 2021
balance of Kshs.31,406,244. However, the statement does not reflect cash and cash
equivalent brought forward balance of Kshs.39 ,026,620 as at 1 July, 2021.

ln the circumstances, the statement of cash flows as presented does not comply fully with
the financial reporting guidelines and template issued by the Public Sector Accounting
Standards Board.

2. Unsupported Revenue from Non-Exchange Transactions - Urban Development
Grant Receipts

The statement of financial performance reflects public contributions and donations
(donation from development partners) of Kshs.54,536,712 as disclosed in Note 1 to the
financial statements. However, the schedule in support of the amount was not provided
for audit. Further, the bank statements provided for audit review indicated receipts
totalling Kshs.58,799,999. The resulting variance of Kshs.4,263,287 was not explained or
reconciled.

!n the circumstances, the accuracy and completeness of receipts from public
contributions and donations (donation from development partners) of Kshs.S4,536,712
could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (!SSAls). I am independent of the Kwale Municipal Board Management in
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. ! believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Report of the Auditor-General on Kwale Municipal Board for the year ended 30 June, 202 I
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Key Audit Matters

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

Other Matter

Report of the Auditor-General on Kwqle Municipal Boardfor the year ended 30 June, 202 I
3

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts for the year reflects final
budgeted revenue of Kshs.55,745,478 and actual revenue of Kshs.38,432,811 resulting
to revenue shortfall of Kshs.17,312,667 or 160/o of the budget. ln addition, the statement
reflects final budgeted expenditure of Kshs.54,056,358 and actual expenditure of
Kshs.36,597,082 resulting to under-expenditure of Kshs.17,459,276 or 32o/o of the
budget. Further, Kwale Solid Waste Management Policy, Kwale Municipal Plan and
capital assets had budgeted for Kshs.12,000,000 for various programmes for the
Municipality, however the amount was not released.

Based on the approved budget, the under receipt and under expenditure affected the
planned activities and may have impacted negatively on service delivery to the public.

2. Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board templates.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Operating without an lntegrated Development Plan

The Board was established and continues to operate without an approved Urban Area
lntegrated Development Plan. This is contrary to Section 9(3Xb) of the Urban Areas and
Cities Act, 2011 which provides that, a town is eligible for the conferment of municipal
status under this Act if the town satisfies a number of criteria including having an
integrated development plan in accordance with this Act.
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ln the circumstances, Management was in breach of the Law.

2. Operating without Policies, Plans, Strategies, Programs and Bylaws

During the year under review, the [\Iunicipal Board operated without policies, plans,
strategies and programs for service delivery. The Municipality also operated without
bylaws passed by the Board of the tt/unicipality as per the requirements of Kwale
tt/lunicipal Charter Paragraph 4.1 on Legislative Authority on bylaws.
Further, the Board did not perform its functions fully and effectively during the year under
review contrary to the provisions of Gazette Notice No.73B3 dated 1B September,2020
which required the Municipal Board to promote, regulate and provide refuse collection
and solid waste management services among other activities.

ln the circumstances, Management was in breach of Law.

3. Anomalies in Proposed Cabro Paving of Posta-Masjid Maud Mosque-Social
Services - Mortuary Road

The statement of financial position and as disclosed under Note 1 5 reflects property, plant
and equipment balance of Kshs.36 ,251,045 which relates to payments for the Proposed
Cabro Paving of Kwale Post Office - Masjid Muadh - Kwale Social Services Road in Kwale
town at a contract sum of Kshs.36,252,045. Records provided for audit indicated that the
contract agreement was signed on 16 December,2020 with a commencement date of
17 December, 2020 for a duration of six (6) months. However, Technical drawings of the
road were not provided for audit and the road has uneven sections, an indication that
proper compacting was not done during construction. IDB (lnverted Drainage Blocks)
were also unevenly fixed and drainage channel were shallow, thus hindering water flow.

ln the circumstances, Municipal Board did not receive value for money on amount of
Kshs.36,251,045 spent on the project.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether processes

Report of the Auditor-General on Kwale Municipal Board for the year ended 30 June, 202 I
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and systems of internal controls, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Board's ability to continue to sustain its services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Board or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Trustees is responsible for overseeing the Board's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Aud itor-General's Responsi bi I ities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,

Report of the Auditor-General on Kwale Municipal Board for the year ended 30 June, 202 I
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financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. ! also:

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

. Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Board's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Board to cease to sustain
its services.

Report of the Auditor-General on Kwale Municipal Board for the year ended 30 June, 202 I
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a Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Board to express an opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controls that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA CBS
AUDITOR.GENERAL

Nairobi

19 September,2022

a

Report of the Audilor-General on Kwale Municipal Board for the year ended 30 June, 202 I
7



Kwale Municipal Board
Ile;rorts and Financial Statements
For thc year ended June 3t),2021.

I3. FINANCIAL STATEMENTS

I3.I STATEMENT OF FINANCIAL PERFORMANCE FOR THE YI.]AR ENDIiI) ,

JUNE 2021.

2019/'J,i

KSh.

I 00.0(r(t.ttrir;

12.000.r10()

I12.[r0{r r :

I 12.00(r.':r

2.I 73..1li

?. t 73..i t()

109.82b. ,'fhe notes set out on pages 5 7 to 69 form an integral part of these Financial Slatcrr, r,,

eRevenu nfrom 0n-exch satran ction s2rnge

Public contributions and donations I 54,536,712
Transf'ers from the GovernmentCounty 2 32,264.139
Fine s, penalties and other levies J

86.800.8s 1

froIlevenue excha transaction sge

Interest income 4
Other income 5

86,800.951Total revcnue
Expenses

Fund aclministration cxpenscs 6
General expenses 7 1,935,729
Finance costs 8
'fotal expenses 1,835.729
Other gains/losses

Gain/loss on disposal ofassets 9
Su deficit fbr therplu s/( ) period 84,965,122

30;r ",

Note 2020/202t

\



Kwale NIunicipoli4,
Reports and Financial Statements
For the year ended June 30,2021

I zozotzozt

I xst.
Assets

Current assets

Cash and cash equjvalents 10 31,406,244
ponion of long- term receivables from

exchange transactions

Current lt

Receivabl es from Non- exchange transactions t2 88,107,933
Prepayments l3
Inventories t4

Non-current assets
I 19,51 4,077

I-ong vab les exchangeterm rece fiom transactions l1
Property" plant and equipment l5 36,251,045
Intangible assets t6

36.251.0;15
Total assets

Liahilities

Current liabilities

155,765,112

Trade and other payables from exchange transactions t7
Provisions r8

l9
Dmployee benefit obligations 20

Non-cu rrcnt liabilities
Long term portion of borrowings 19

Non-cllrrent employee beneflt obligation 20
Total liabilities

Net assets 155,765,122
Revolving Fund

Resenres

Accumulated surplus 155,765,122
fotal net assets and liabilities

I3.2 STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2O2I

Current portion of borrowings

20191202i)

KSli.

39.02(r.61t'

109.826..1,

109.816.i, I

109.826.tr-' ,

109.826. l

.80070 0(0 ti

\
31 I .-1'.

155.765.122 109.[ii(r.t:
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Kwale Municipal Board
Iteports and Financial Statements
For the year ended'June 30,2021.

The accounting policies and explanatory notes to these financial statements form an,

of the financial statements. 1'he entity financial statements were approved on el
and signed by:

\bE ?oxP '

integral parr

E 2().JL

Municipal Manager

Name: Mwanawani Sheti

Acco

Name: Marago Filcr

l
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Kwale Municipolity
Reports and Financial Statements
For the year ended June30,202l

I3.3STATEMENT OF CHANGES IN NET ASSETS AS AT 30 JUNE 2021

ti

Ir

li
lt

Ir

Ir

Ir

I

1

Balance as at I July 2019
109,826,620 109,826,620Surplus/(deficit) for the period

Funds received during the year

Revaluation gain

109,826,620109,826,620Balance as at 30 June 2020

109,826,620 109,826,620Balance as at I July 2020
84,965,12284,965,122Surplus/(deficit) for the period

Funds received during the year

(39,026,620) (39,t26,520)
Revaluation gain

ll ior year adjustment (SBM
Bank transferred to Lands dept.)

155,765,122155,765,122Balance as at30 June202l
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' Kx,tle fulun_icipaliqt
Iteports and Financial Statements
l-or the year ended June 30,2021
I3.4 STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2I

(lash flow,s from operatin g activities
Iteceipts

I)trbl ic contributions and clonations 54,536,712 100,000.00(r
32,264.139 12.000.00(i

2019t2020

KShs

ri
--__l

Pa1'ments

\djustrnent for
]) ecrease/(lncrease) in Accounts recei vable

I ncrease/(L)ecrease) in Account s Payable:

Net cash flows from operating activities

(lash flows from investing activities
Purchase of property. plant, equiprnent and
intangible assets

Proceeds from sale of property. plant and equipment

),lct cirsh flow,s uscd in investing activities

Cirsh flows from financing activities
I)ror:eeds from revolving fund receipts

Nct cash flows used in financin g activities
N et increase/(decrease) in cash and cash
e quivalents

Cash and cash equivalents at I JULY

86,900,951 I12,000,0(ii)

(1,835.729) (2,173.3lir)) 
,

(1,835,729) (2,173,38t) )

(17.307,833) (70,800.000 )

39,026,621i
-l

--l

l
i

39,026,6211

-31 I :,.

I
'l ransf-ers from the Countv Govermlent 2
Interest received 4

pts fiom other operatingRecei activiti ES 5
1'otal Receipts

Irund administration expenses 6
General expenses 7
Finance cost 8
Total Payments

24

25

67,657,291)

l5 (36,251.045)

Proceeds from loan principal repayments
Loan disbursements paid out

(36,251,045)

i\dditional borrowings

Rcpayment of borrowings

31,406,244

l0
Cash and cash cquivalents at 30 JUNE l0 31,,106,241 39,026,62,)

I

r
I
I

Note 2020/202r

KShs



Ktyille llunicipali4.
Reports :rnd Financial Statements
For the r,ea r ended .lune 30. 2021

l3.sSTATEMEN'I'OF COMPARISON OF BUDGET AND ACTU,{L AVIOTINTS FOR THE PERIOD ENDED:OIII,ITINE
2021.

Surplus for the period
36,597,092

Budget notes

The budget deficit of Kshs 21,397.734 was/itnrtedfrom the balance o/'cash brought.forward.from last/inancial year

I

Original
budget

Adjustments Final budget Actual on

comparahle basis

o/
/11

utilisation
2021 2021 2021 2021 2021

Revenue KShs KShs KShs KShs
Public contributions and donations 54,056,359 54,056.359 37.224,045 69%
Transfbrs from County Govt
Interest income

1 .689. 120 1.689.120 1.208.766 72%

Other income

Total income 55,745,479 55,745,479 38,432,91I 69o/"
Expenses

Fund administration expenses

General expenses 1,689,120 I ,689.120 1,835.729 109%
Finance cost

Total expenditure 1,689,120 l,6g9,l20 1,835,729 l0goh
54,056,359 54,056,359



Kn'ale Municipal lJoard
Reports and Financial Statements
For the l'ear ended June 30,2021.

I3.6 SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES

l. Statement of compliance and basis of preparation

Ihe Municipal'! financial statements have been prepared in accordance with and comply uith
lnternatiortal Public Sector Accounting Standards (IPSAS). The financial statemenrs are

presented in Kenya shillings, which is the functional and reporting currency of the Municipal.
-fhe accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost. unless stated

otherrvise. The cash f'low statement is prepared using the direct methoci. The finalciiil
statements are prepared on accrual basis.
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Krvale Nlunicipal Board
Reports and Financial Statements
For the vear entled June 30,2021.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2. Adoption of new and revised standards
a) Relevant nerv standards and amendments to published standards effective for the year ended 30.Iune 2021

a) Amendments to IPSAS 13. to include the appropriate references to

IPSAS on impairment, in place of the current references to other

international and/or national accounting frameworks

There was no impact of the amendment to IPSAS l3 with

respect to the current financial report

b) IPSAS 13, Leases and IPSAS 17. Property. Plant. and Equipment.

Amendments to remove transitional provisions which should have

been deleted when IPSAS 33, First Time Adoption of Accrual Basis

Intemational Public Sector Accounting Standards (lPSASs) was

approved

Thcrc was no impact ol-the amendrnent to IPSAS l3 and

IPSAS l7 with respect to the current financial report as

the entity did not apply any of the transitional provisions

in the FY 202012021

c) IPSAS 21, Impairment of Non-Cash-Generating Assets and IPSAS

26, lmpairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance to

account for revalued assets in the scope of IPSAS 17, Property.

Plant, and Equipment and IPSAS 31, Intangible Assets.

There was no impact of the amendment to IPSAS 2l and

IPSAS 26 with respect to the current financial report as

the entity does not have Non-Cash Generating Assets and

neither did it havc impaired cash generating assets.

-1 ',

Standard/ Amendments :

Applicable: l't .Ianuarv 2021:
II I

Impact
II



Krvalc Municipal Board
Reports and Financial Statements
For the year endetl .Iune 30,2021.

d) IPSAS 33, First-time Adoption of Accrual Basis International Public

Sector Accounting Standards (lPSASs).

Amendments to the implementation guidance on deemed cost in

IPSAS 33 to make it consistent with the core principles in the

Standard

Document the impact if the fund is reporting for the

./irst tinrc on uccruul/ Otherwise indicate that there was

no impacl

SIGNIFICANT ACCOUNTING POLICIES (CONTINUBD)

b) New and amended standards and interpretations in issue but not yet effective in the vear ended 30 June 2021

IPSAS 41: Financial

lnstruments

Applicable: I't January 2022:

The objective of IPSAS 4l is to establish principles for the financial reporting of financial assets and liabilities

that will present relevant and useful information to users of financial statements for their assessment of the

amounts. timing and uncertainty of an entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful information than IPSAS 29.by:
. Applying a single classification and measurement rnodel for financial assets that considers the characteristics

of the asset's cash flows and the objective for which the asset is held;

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

subject to impairment testing; and

. Applying an improved hedge accounting model that broadens the hedging arrangements in scope of the

guidance. The rnodel develops a strong link between an entity's risk management strategies and the

accounting treatment for instruments held as part of the risk management strategy.

(Slate tlre impuc'l o.f'tlte .slandttrd to the entitr if relet:dnt,)
__l

I

Effective date and impact:Standard



Krvale Municipal Board
Reports and Financial Statements
For the year ended June 30,2021.

IPSAS 42: Social

Benefits The objective of this Standar{ is to improve the relevance, faithful representativeness and comparability of the
information that a reporting entity provides in its financial statements about social benefits. The infbrmation
provided should help users of the financial statements and general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the entity's financial performance, financial position and cash

Applicable: lsr January 2022

flows.

(State the impoct of the standord to the entity if relevant)

Amendments to Other

IPSAS iesulting from

IPSAS 41. Financial

Instrurnents

a) Amendments to IPSAS 5, to update the guidance related to the components of borrowing costs which were
inadvertently omitted when IpSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and credit risk which were
inadvertently omitted when IpSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting for financial guarantee contracts which
were inadvertently omitted when IpSAS 4l was issued.

Amendments to IPSAS 33. to update the guidance on classifying financial instruments on initial adoption of
accrual basis IPSAS which were inadvertently omitted when IpSAS 4l was issued.

Applicable: lst January 2022:

19i

Standard Effective date and impact:



Krvale Municipal Board
Reports and Financial Statements

!!tqthe year ended .Iune J0.2021

SIGNIFICANT ACCOUNTING POLICIES (CONTINUBD)

c) Early adoption of standards
-l-he Municipal did not adopt alt), new or amended standards in year 2020

3. Revenue rec<lgnition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair

value and recognized on obtaining control of the asset (cash, goods, services and propertl) il-

the transfer is free frorn conditions and it is probable that the economic benefits or servicc

potential related to the asset will flow to the entity and can be measured reliably.

ii) Revenue from exchange transactions

Interest ittcome

Interest incotne is accrued using the effbctive yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's

net carrying amount. l'he method applies this yield to the principal outstanding to determinc

interest income each period.

4. Budget information
1'he original budget for FY 202012021 was approved by the County Assembly on 30'r'.[une

2020. Subsequent revisions or additional appropriations were made to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the entity upon receiving the respectivc

approvals in order to conclude the final budget. Accordingly, the Fund recorded a reduction

appropriation of ksh.i.310.880 on 30th June202l forthe FY 2O2O|2O2l budget followin-e thc

governing body's approval.

The Municipal's budget is prepared on a different basis to the actual income and expenditurc

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financ,ial

performance, rvhereas the budget is prepared on a cash basis. The amounts in the financial

statements rvere

a.

Jnt'-r -.
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Kwale Municipal Board
Reports and Financial Statements
For the year ended Junc 30,2021.
SIGNIF ICANT ACCOUNTING POLICIES (CONTINUED)

recast from the accrual basis to the cash basis and reclassified by presentation to be on the

same basis as the approved budget. A comparison of budget and actual amounts. prepare4 orr

a comparable basis to the approved budget. is then presented in the statement of comparisgrr

ofbudget and actual amounts.

In addition to the Basis difference. adjustments to amounts in the financial statements are also

ntadc fbr differences in the fbrrnats and classification schemes adopted for the presentation ol'
the flnarrcial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the staternent

of comparison of budget and actual amounts and the actuals as per the statement of flnapcial
performance has been presented under section 13.5 Statement Of Comparison Of tludgct
And Actual Amounl.s ForThe Period Ended 30th June 2021 of these financial statemenrs.

5. Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated dcpreciation and

irnpainnent losses. Cost includes expenditure that is directly attributable to thc acquisition ol'
the items. When significant parts of property. plant and equipment are required to be replacetl

at intervals. the entity recognizes such parts as individual assets with specific useful lives a,cl

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is

recognized in th.e carrying amount of the plant and equipment as a replacement if thc

recognition criteria are satisfied. AII other repair and maintenance costs are recognizetl in
surplus or deflcit as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration the asset is initially measured at its fair value.

6. Intangible asqets

Intangible assets acquired separately are initially recognized at cost. The cost of intangiblc

assets acquired in a tton-exchange transaction is their fair value at the date ol'the exchangc.

Following initial recognition, intangible assets are carried at cost less any accumulatecl

amortization and accumulated impairment Iosses. Internally generated intangible asscts.

excluding capitalized development costs, are not capitalized and expenditure is reflecte<j in

surplus or deficit in the period in which the expenditure is incurred.The usetul litb of'the
intangible assets is assessed as either finite or indeflnite.

a1 lf).,



Krvale tllunicipal Board
Reports and Financial Statements
For the vear ended .Iune 30,2021.
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7. Financial instruments

a) Financial assets

Iniliul racqsnitiqn und nteusurenrent

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classifled as financial assets at fair value through surplus or deficit, loans

and receivables. held-to-maturity investments or available-for-sale financial assets. as

appropriate. The Entity determines the classification of its financial assets at initial

recognition.

Loans und receivables

Loans and receivables are non-derivative financial assets with fixed or determinable

payments that are not quoted in an active market. After initial measurerrent, such financial

assets are subsequently measured at amortized cost using the effective interest method, lcss

intpairment. Arnortized cost is calculated by taking into account any discount or premiurn on

acqLrisition and tbes or costs that are an integral part of the effective interest rate. Losses

arising from impairment are recognized in the surplus or deficit.

Held-to-msturitv

Non-derivative financial assets with fixed or determinable payments and flxed malurities arc

classified as held to maturity when the Entity has the positive intention and ability to hold it

to maturity. After initial rneasurement, held+o-maturity investments are measured at

amortized cost using the effbctive interest method, less impairment. Amortized cost is

calculated by taking into account any discount or premium on acquisition and lces or costs

that are an integral part of the effective interest rate. The losses arising from impairment are

recognized in surplus or deficit.

Impairment of financial ossets

The Entity assesses at each reporting date whether there is objective evidence that a financial

asset or a entity of financial assets is impaired. A financial asset or a entity of financial assets

is deemed to be impaired if. and only if. there is ob-iective evidence of impairment as a resuit

of one or more events that has occurred after the initial recognition of the asset (an incurrc'cl

'loss event') and that loss event has an impact on the estimated future cash tlows ot'thc

financial

a1 I



Kwale Municipal Board
Repbrts and Financial Statements
For the year ended June 30,2021.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Asset or the entitl' of financial assets that can be reliably estimated. Evidence of impainnent
nrar irrclude the fbllowing indicators:

I The debtors or entity of debtors are experiencing significant financial difficulty
o Default or delinquency in interest or principal payments

o The probability'that debtors will enter bankruptcy or other financial reorganization

' observable data indicates a measurable decrease in estimated future cash florvs (e.g.
changes in arrears or economic conditions that correlate with defaults)

h) Financiul liabitities

Initial recognition und measurement

Finarrcial liabilities rvithin the scope of IPSAS 29 areclassified as financial liabilities at tair
value through surplus or deficit or loans and borrowings, as appropriate. The Errtitl.
determines the classification of its financial liabilities at initial recognition.
All financial liahilities are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

Louns und borrowins

After initial recognition. interest bearing loans and borrowings are subsequentiy measured at
amortized cost using the effective interest method. Gains and losses are recognized in surplus
or deficit when the liabilities are derecognized as well as through the effbctive intercst
method amortization process.

Arnortized cost is calculated by taking into account any discount or premium on acquisitio,
and fbes or costs tlat are an integral part of the effective interest rate.

.,43 lPaae



Krvale Municipal Board
Reports and Financial Statements
For the year ended June 30,2021.
srGNrFrcr.{NT' ACCOLTNTTNG pOLTCIES (CONTTNUBD)

8. Inventories

Inventorl is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions (for no cost or for a nominal cost), the cost of the

inventory'is its fair value at the date of acquisition. Costs incurred in bringing each product ttt

its present location and conditions are accounted for. as follows:

o Ra\r, materials: purchase cost using the weighted average cost method

. Finished goods and work in progress: cost of direct materials and labour and a

propofiion of manufacturing overheads based on the normal operating capacity. but

excluding borrorving costs

After initial recognition. inventory is measured at the lower of cost and net realizable value.

However. to the extent that a class of inventory is distributed or deployed at no charge or for

a nominal charge. that class of inventory is measured at the lower of cost and current

replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the

estimated costs of completion and the estimated costs necessary to make the sale, exchange.

or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the

ordinary course of operations of the Municipality.

9. Provisions

Provisions are recogrtized when the Municipality has a present obligation (legal or

constructive) as a result of a past event. it is probable that an outflow of resources embodying

economic benefits or service potential will be required to settle the obligation and a reliablc

estimate can be made of the amount of the obligation.

Where the Municipalitl' expects some or all of a provision to be reimbursed, for example,

under an insurance contract. the reimbursement is recognized as a separate asset only when

the reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performancc

net of an1, reimbursement.

44 I ? .. ,.. -



Kwale Municipal Board
Reports and Financial Statemcnts
For the year ended .Iune 30,2021.
SIGNIF ICANT ACCOUNT POLICIES (CONTINUED)

C o nt i nse nt I ia b il it ies

The Municipality does not recognize a contingent liability, but discloses details of an1,

contingencies in the notes to the financial statements, unless the possibility of an outflog of'
resources embodying economic beneflts or service potential is remote.

C0ntinsent ussets

The Municipality does not recognize a contingent asset but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Municipality in the notes to thc
financial statements^ Clontingent assets are assessed continually to ensure that developments

are appropriately reflected in the financial statements. If it has become virtually certain that
an inflow of economic benefits or service potential will arise and the asset's value can be

measured reliably' the asset and the related revenue are recognized in the financial statements

of the period in which the change occurs.

10. Nature and purpose ofreserves

'l-he Mtrnicipality creates and maintains reserves in terms of specific requirements. presentll

the Municipality has no reserves.

ll. Changes in accounting policies and estimates

The Municipality recognizes the effects of changes in accounting policy retrospectively.'1he

effects of changes in accounting policy are applied prospectively if retrospective applicatisn

is impractical.

12. Employee benefits - Retirement benefit plans

The Municipality provides retirement benefits fbr its employees and directors. Defined

contribution plans are post-employment benefit plans under which an entity pays fixed

contributions into a separate entir.v'. and will have no legal or constructive obligation to pav

further contributions if the fund does not hold sufficient assets to pay all employee benefits

relating to employee service in the current and prior periods. The contributions to luncl

obligations for the pa)'ment of retirement benefits are charged against income in the year in

which they become payable.
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30,2021-

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Deflned benefit-plans are post-employment benefit plans other than defined-contribution

plans. The defined beneflt funds are actuarially valued tri-annually on the projected unit

credit rnethod basis. Deflcits identified are recovered through Iump surn payments or

increased future contributions on proportional basis to all participating employers. 1'he

contributions and lump sum payments reduce the post-employment benefit obligation.

13. Foreign currency transactions

T'ransactions in foreign currencies are initiallyaccounted fbratthe ruling rate of exchange on

the date of the transaction. Trade creditors or debtors denominated in fbreign currency are

reported at the statentent of financial position reporting date by applying the exchange rate on

that date. Exchange Ciflferences arising from the settlement of creditors, or from the reporting

of creditors at rates diffbrent I'rom those at which they were initially recorrled during the

period, are recognized as income or expenses in the period in which they arise.

l,l. Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant ancl

equipment. Such borrowing costs are capitalized over the period during which the asset is

being acquired or constructed and borrowings have been incurred. Capitalization ceases lv6cn

construction of the asset is complete. Fufther borrowing costs are charged to the statement ol

fi narrc ial perforrnarrce.

15. Related parties

'T'he Municipality regards a related party as a person or an entity rvith the ability to excrt

control individually or jointly. or to exercise significant influence over the Entity, or vicc

versa. Members ol- key management are regarded as related parties and comprise thcr

directors/ Trustee, the Fund Managers and Fund Accountant.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2l' Significant judgments and sources of estimation uncertainty
'l-he preparation of the Municipality's financial statements in conformitv rvith IpsAS requires
management to make.irrdgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However' uncertainty about these assumptions and estinrates
could result in outcomes that require a materialadjustment to the carrling amount of the asset
or liabilitl,aff'ected in future periods.

State alljudgements. estimates and assumptions made: e.g

a) Estimates and assumptions

The key assumptions concerning the future arrd other key sources of estimation uncertaintl at
the reporting date. that have a significant risk of causing a rnaterial adjustment to the carr1,il1g
amounts of assets and liabilities rvithin the next financial year. are described belou. The
Municipality based its assumptions and estimates on parameters availahle when the
consolidated flnancial statements were prepared. However. existing circumstances and
assttlnptions about future developments may change due to market changes or circumstances
arising beyond the control of the Municipality. Such changes are reflected in the assumptions
when they occlrr. IPSAS I . 140.

lr) Usetul lives and residual values

l'he useful lives and residual values of assets are assessed using the tbllowinr indicators to
infbrrn potential future use and value from disposal:

i) The condition of the asset based on the assessment of experts emproyed by the
Municipality

ii) The nature of the asset. its susceptibility and adaptability to changes in technology an<1

processes

iii) The nature of the processes in which the asset is deproyed

iv) Availability of funding to replace the asset

v) Changes in the market in relation to the asset

'48lPa.ge
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUBD)

c) Provisions

No provisions were raised by the management. Provisions are measured at the managernent,s

best estintate of the expenditure required to settle the obligation at the reporting date. and arc

discounted to present value where the eflect is material.

22. Financial risk management

The Municipalitl"s activities expose it to a variety of financial risks including credit and

liquidity risks and effbcts of changes in foreign currency. The Municipality's overall risk

management programme focuses on unpredictability of changes in the business environrneni
and seeks to rninimise the potential adverse effect of such risks on its perfonnance by setting

acceptable levels of risk. The Municipality does not hedge any risks and has in place policies

to ensure that credit is only extended to customers with an established credit history.

The Municipalitv's financial risk management objectives and policies are detailed below:

a) Credit risk'

The Municipality has exposure to credit risk, which is the risk that a counterpafiy will be unahle

to pay amounts in full when due. Credit risk arises from cash and cash equivalents. ancl

deposits with banks. as well as trade and other receivables and available-for-sale financial

investments.

Management assesses the credit quality of each customer, taking into account its financial

position. past experience and other factors. Individual risk limits are set based on internal or

external assessment in accordance rvith limits set by the directors. The amounts presented in

the statement of financial position are net of allowances for doubtful receivables, estimateci

by the entity's management based on prior experience and their assessment of the current

econorn ic environment.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The carrying amount of financial assets recorded in the financial statements representing the

entity's maximum exposure to credit risk without taking account of the value of any collateral

obtained is made up as follows:

'fhe customers under the fully performing categor),are paying their debts as they continue
trading. The credit risk associated with these receivabtes is minimal and the allowance for
uncollectible amounts that the entity has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts. The entity doesn,t have any
significant concentration of credit risk.

The board of trustees sets the Municipality's credit policies and objectives and lays down
parameters within which the various aspects of credit risk management are operated.

At 30 June 2021

Past due

KShs
Impaired

KShs

Receivables from exchange transactions

from non-exchange

transactions

Bank balances

T<ltal

At 30 June 2020

Receivables tiom exchange

from non-exchange

transactions

Bank balances

Total

50lPase
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Municipal Manager. who

has built an appropriate liquidity risk management framework for the rnanagement of the

entity's short. medium and long-term funding and liquidity management requirements. The

entitv manages liquiditl risk through continuous monitoring of forecasts and actual cash

flows.

The table below represents cash flows payable by the Municipality under non-derivative

financial liabilities by their remaining contractual maturities at the reporting date. The

amounts disclosed in the table are the contractual undiscounted cash flows. Balances due

within l2 months equal their carrying balances, as the impact of discounting is not

significant.

Over 5

months
Total

KShs KShs

At 30 June 2021

Trade payables

Current portion of borrorvings

Provisions

Employee benefi t obl igation

Total
At 30 June 2020

Trade payables

Current portion of borrowings

Provisions

Employee benefi t obligation

Total

ii

Less than I
month

Between l-
3 months

KShs KShs
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SIGNTFICAI\T ACCOUNTING POLICIES (CONTINUED)

c) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced bi,

the entity on an ongoing basis. evaluate and test the design and effectiveness of its internal

accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate. equity

prices and foreign exchange rates which will affect the entity's income or the value of it:;

holding of financial instruments. The objective of market risk management is to manage and

control market risk exposures within acceptable parameters, while optimising the return.

Overall responsibility for managing market risk rests with the Audit and Risk Managemerli

Clomrnittee.

l'he Fund's Finance Department is responsible for the development of detailed risk

management policies (subject to review and approval by Audit and Risk Management

Comrnittee) and for the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in rvhich it

manages and measures the risk.

d) Foreign currency risk

-fhe tVlunicipality doesn't have any transactional currency exposures.

lr
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SIGNIFICANT ACCOLINTING POLTCTES (CONTTNUED)
The carrying amount of the entity's foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

Foreiqn currencv sensitivitv analvsis

The fbllorving table demonstrates the effect on the Municipality,s statement of financial
performance on appl.i'ing the sensitivity for a reasonable possible change in the exchange rare
of the three main transaction currencies, with all other variables held constant. The revcrse
would also occur if the Kenya Shilling appreciated with all other variables held constant.

i.$

on

equitv

KShsAt 30 June 2021

Financial assets

Investments

Cash

Debtors/ reccivables

Liabilities
andTrade other payables

Borrowings

foreignNet currenc\ asset/(l iability)

2021

Euro t0%
USD t0%
202t)

Euro t0%

t0%

53 lPape
t
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KShs

Other currencies
KShs KShs

Change in
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e) Interest rate risk

Interest rate risk is the risk that the entity's financialcondition may be adversely affected as a

result of changes in interest rate levels. The entity's interest rate risk arises from bank

deposits. This exposes the Municipality to cash flow interest rate risk. The interest rate risk

exposure arises mainly from interest rate movements on the Fund's deposits.

Management of interest rate risk
'lo manage the interest rate risk, management has endeavoured to bank rvith institutions that

offer favourable interest rates.

Sensitivitv analvsis

The Municipality anall'ses its interest rate exposure on a dynamic basis by conducting a

sensitivity analysis. This involves determining the impact on profit or loss of defined rate

shifts. The sensitivity analysis for interest rate risk assumes that all other variables, in

particular foreign exchange rates, remain constant. The analysis has been performed on the

same basis as the prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact on the

statement of comprehensive incorne if curent floating interest rates increase/decrease by one

pcrcentage point as a decrease/increase of KShs 0. A rate increase/decrease ol 5% would

result in a decrease/increase in profit before tax of KShs 0.

0 Capital risk management

The ob.iective of the Municipality's capital risk management is to safeguard the

Municipality's ability to continue as a going concern. The entity capital structure comprises

of the following lunds:
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revaluation reserve

Revolving fund

umAcc ulated surplus
Total funds

Total

[.ess: cash and bank balances

btl(excessetN de cash and cash equivalents)
Gcaring

'1i

lr
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on 2020t2021 2019t2020

KShs KShs
Donation from development partners 54,536,712 100.000.000
Contributions from tlre public

Total 54,536,712 100,000,000

I;I. NOTES TO THdFINANCIAL STATBMENTS

l. contributions and donations

(Provide brief explanation fbr this revenue)

2. Transfers from Government

and other levies

(Provide brief explanation for this revenue)

4. Interest income

(Provide brief explanation for this revenue)

.L

3.

2019/2020

KShs
Transfers frorn Countl' Govt. - operations 31,055,373
Payments by County on behalf of the entity 1.208.766 12.000,000
l-otal 32,264,139 I2,000,000

201912020
t,

KShs KShs
[,ate payment penalties

F ines

[.evies

[-icences

Total

2019t2020

KShs
Interest income from Mortgage loans

Interest income from car loans

lnterest income from investments

Interest income on bank deposits

Total interest income

56 lPase
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Description 2020t2021

KShs

Description 2020t202t

I)escription 2020t202r
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5. Other income

(NB: AII income should be classifled as far as possible in the relevant classes and other

income should be used to recognise income not elsewhere classified).

6. Fund administration

64. Staff costs
,

Insurance recoveries

2019t2020

KShs

Income from sale of tender documents

Miscellaneous income (rspecify)
Total other income

2019t2020
KShs KShs

Staff costs (Note 6a)

Loan processing costs

Professional services costs

Administration f'ee.s

Total

Salaries and wages

Staff gratuity

Staff traini n g expenses

Social security contribution
Other staff costs

Total

5TlPaee

Description 2020t2021

KShs

Description 2020t2021

Description 2020t2021 2019t2020

KShs KShs
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

costs

on of assets

7.

8.

ar

9

I

2019/2020

andElectriciry water expenses
Fuel and oil costs

lnsurance costs

Postage

andPrinting stationer,v

Ilental costs
608, I 00Security COSTS

Telecommun ication
Bank

Hospitality

Depreciation and amortizatirrn costs
Consultacy fbes

973,000
Other Daiexpenses- Subsily stance Allowance 862,729 1.s65.280l'otal

1,935,729 2,17338A

2019/2020

lnlcrcst on Bank overdrafts
otlI nterest loans fiom banks

Total

Properg,, ant andp eqLllpment
I ASSel,S

Total

58 lPaqe

2020/2021

KShs KShs

Description
2020/2021

KShs KShs

2020/2021 019/2020
KShs KShs
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NOTES TO THE FINANCIAL STATEMENTS (CONTINT]ED)
10. Cash and uil'alents

(The amount ,yhould agree u'ith the closing and opening balantes as incl,tueled in the statement
<tJ'cash flows1

Detailed analysis of the cash and cash equivarents are as foilows

2019/2021)

a) Fixed deposits account
KShs

Kenya Commercial bank

Sub- total

2019/2020

KShs

39,026,62031.406,244

31,406,241otaT ca hs CAand h u tl'alentseq

I

County mortgage account

On - call deposits

2020t2021

KShs
Car loan account

Fixed deposits account

Current account

Others

39,026,620

Account
2020/2021

KShs

Equity, Bank. etc

Sub- total
b) On - call rleposits

Kenya Commercial bank
Equity Bank - etc

c) Current account
CBK Development I 000385863 31,055,373
Kenya Commercial Bank '0672376625001 39,026,620
SBM Bank 1262607582

Sub- total 31,406,244 39,026,620
d) Others(specify)

Cash in transit

Cash in hand

Mobile Money

Sub- total

Grand total 31,406,244 39,026,620

59 lFaee
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Description 2020t2021 201912020

KShs KShs
Current Receivables
County Treasury

Kenya Urban Support Program (KUSP)

Current loan repavments due

Other exchange debtors

Less: impairment allowance

Total Current receivables

Non-Cu rrent receivables

Long term loan repayments due

Total Non- current receivables

Total receivables from exchange transactions

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)

ll. Receivables from excha transactions

Additional disclosure on interest receivable

Description I 2020/2021 2019t2020

KShs KShs
Interest reccil'able
lnterest receivable from current po(ion of long-term loans of
previous years

Accrued interest receivable fiom of long-term loans of
previous vears

lnterest receivable fiom current portion of long-term loans

issued in the current year

Current loan repayments due

Current portion of long-term loans fiom previous years

Accrued principal from long-terms loans from previous

periods

Current portion of long-term loans issued in the current year
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
12. Receivables from Non-Exchange transaction

Transfer to County Executive
Kenya Urban S upport Program (KUSP)

Total receivables from non-exchange transactions

13. Pre ments

14. Inventories

20191202{J

KShs
62,000.000

8,800.000

70,800,000

2019t2020

KShs

2020t2021

KShs
88,107,933

88,107,833

escription 2020t2021

KShs

2019t2020

KShs
Prepaid rent

Prepaid insurance

Prepaid electricity costs

Other prepayments(specify)

Total

Description 2020t2021

KShs
Consumab[e stores

Spare parts and meters

Catering

Other i nventories(spec ify)

Total inventories at the lower of cost and net
realizable value

'61 lPaBe
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15. and

Land and
Buildings

Roads Furniture and fittings Computers and
oflice equipment

Total

Cost KShs KShs KShs KShs KShsAt lst July 2019
Additions

Disposals

TransferVadjustments

June 2020At
At l*t July 2020

Additions 36.25 1.045 36,25 t.04s

Translbr/adjustments

Disposals

At 30th June 2021 36,251,045 36,251,045
Depreciation and impairment
At lst July 2019

[)epreciation

At June 2020

lmpairment

At lst July 2020
Depreciation

Disposals

Impairment

Translbr/adjustment

62ll> age
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Land and

Buildings
Roads Furniture and littings Computers and

olfice equipment
Total

Co*t KShs KShs KShs KShs KShs
At 30th June 2021

Net book values

At 30th.Iune 2020

At 30th June 2021 36,251,045 36,251,045

63 lPage

-l
I



Kwale Municipal Board
Reports and Financial Statements
Fot llgfqq. qo4e4 June 30, 2021.

\

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

I6. ble assets-software

NBV

17. Trade and other ables from transactions

18. Provisions

Description 202AD02r 2019t2020

I KShs KShs

Cost
I

At beginning of the year

Additions

At end of the year

At beginning of the ycar
Amortization

At end of the year

Impairment loss

At end of the year

Description 2020t202t 2019t2020
T KShs KShs

'l-rade payables

Refundable deposits

Accrued expenses

Other payables

Total trade and other payables

Leave
provision

Bonus
provision

Other
provision

Total

KShs KShs KShs KShs
Balance at the beginning of the year ( L07.2020)
Additional Provisions

Provision utilised

Change due to discount and time value for money

Transfers from non -current provisions

Balance at the end of the year (30.06.20211

641? aee

Amortization and impairment

I

I

I

Description

I

I

I

I
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NOTES TO THE FTNANCIAL STATEMENTS (CONTINUED)

19. Borrowi

The table below shows the classification of borrowings into external and domestic

borrowings:

The table below shows the classification of borrowings long-term and current borrowings:

KShs
20$n020

Short term borrowings(current portion)

Long term borrorvings

Total

202012021

KShs

I

Description 2020t2021 2019t2020

KShs KShs

Balance at beginning of the period

External borrowings during the year

Domestic borrorvings during the year

Repayments of external borrowings during the period

Repayments of domestic borrowings during the period

Balance at end of the period

za20n02t zA,9D070
KShs KShs

External Borrowings
Dollar denominated loan from 'organisation

Sterling Pound denominated loan from 'organisation'

Euro denominated loan from 'organisation'

Domestic Borrorn'ings

Kenya Shilling loan tiom KCB

Kenya Shilling loan from Barclays Bank

Kcnya Shilling loan from Consolidated Bank

Borrowings from other government institutions

Total balance at end of the year

r 65lPase
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

20. Employee bencfit obligations

21. Cash generated from operations

(The total of this stolement shoultl tie to the cush llow section on net cash tlows from

operating activities)

I

Description Defined
benefit

plan

Post

employment
medical
benelits

Other
Provisions

Total

KShs KShs KShs KShs

Current bcnefi t obligation

Non-current benefit obligation

Total employee benefits obligation

202012021 2019t2020

KShs KShs

Surplus/ (deficit) for the year hefore tax

Adjusted for:
Depreciation

Amortisation

GainV losses on disposal of assets

lnterest income I

I

Finance cost I

I

Working Capital adjustments
Increase in inventory

Increase in receivables

Increase in payables

Net cash flow from operating activities

-I

I

I



i
Kwale Municipal Board
Reports and Financial Statements
For the year ended .Iune 30,2021.

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. Rclated part-v balances

a) Nature of related party relationships

Municipality and other parties related to the Municipality include those parties who have

ability to exercise control or exercise significant influence over its operating and financial

decisions. Related parties include management personnel, their associates and close family

members. The fund/scheme is related to the following entities:

a) The County Government;

b) 1'he Parent County Govemment Ministry;

c) County Assembly;

d) Key management;

e) Board of Trustees; etc

b) Related party transactions

c) Key management remuneration

i

I

i

2020t2021 2019t2020
KShs KShs

Transferc from related parties'

Transfers to related parties

2020t2021 2019t2020

T KShs KShs

Board of Trustees

Key Management Compensation

Total

\ 67lPas.e
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d) Due from related parties

e) Due to related parties

23. Co assets and co nt liabilities

24. DECREASE IN ACCOUNT RECEIVABLES

25. INCREASE/ IN ACCOUNTS PAYABLES

2019t2020

Due liom parent Ministry

Due lrom County Covernment

2020t2021

KShs KShs

Due from County Assembly

Total

2020t202t 2019t2020

KShs KShs
Due to parent Ministry

Due to County Government

Due to Key marragement personnel

Due to County Assembly

Total

Contingent liabilities 2020/2021 20t9n420
KShs KShs

Court case against the Fund

Bank guarantees

Total

Description FY2020t2021 FY20t9/2020

KShs KShs
Receivables as at lst July (a) 70.800,000

Receivables as at 30th June (b) 88. r 07.833 70.800.000
lncrease)/ Decrease in Receivables (c-(a-b)) ( t7,307.833) (70,800,000)

2020 - 2021 2019 - 2020

KShs l(Shs
Payables as at lst July (a)

Payables as at 30th June (b)

Increase/ (Decrease) in payables c- b-a

68 lPase
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15. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOR'S

RECOMMENDATIONS

The fbllowing is the summary of issues raised by the extemal auditor, and management

commcnts that were provided to the auditor. We have nominated focal persons to resolve the

various issues as shown below with the associated time frame within rvhich we expect the

issues to be resolved.

Reference Issue / Management Status: Timeframe:

No. on the Obscrvations comments (Resolved / (Pat a dote when

crternrl from Auditor Nol you expecl the issue

rudlt Report Resolved) to be resolved)

Guidance Notes:

a) Use the same reference numbers as contained in the externalaudit report;

b) Obtain the "lssue/Observation" and "management comments", required above. from final

external audit report that is signed by Management;

c) Before approving the report, discuss the timeframe with the appointed Focal Point

persons within your entity responsible for implementation of each issue;

d) Indicate the status of "Resolvcd" or "Not Resolved" by the date of submitting this report

to County Treasury.

691['ase
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I6. APPENDIX I: INTER-ENTITY TRANSFERS

The above amounts have been communicated to and reconciled with the parenfMinistry.

Finance Manager Head of County Treasury at

Kwale Municipality counry Governmenr of Kwale

Sign Sign-----------

70lF'agt:

ENTITY NAME:

Break down of Transfers from the County Executive of xrx County Government

FY 2020t202t

a. Rccurrcnt Grants Ilank Statcment Datc Amorrnt (KShs) Indicate the F Y to rvhich the amounts rclate

'f otal

b. f)evelopment Grants llank Statement Datc Amount (KShs) lndicate thc F'Y to rvhich thc amounts lclate

'I'otal

c. l)ircct l)aymcnts Bank_S_tq!9!oqI_Da!s Amount (KShs)
! ndrp_a!9-Uc.ri,Y !a_ !\_hishlhe a![eu!1!ucb!9

Total

I
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For the vear ended .Iune 30, 2021.
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

16. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, shorl-term deposits on

call and highly liquid investments with an original maturity of three months or less, which are

readily convertible+o known amounts of cash and are subject to insignificant risk of changes

in value. Bank account balances include amounts held at the Central Bank of Kenya and at

various commercial banks at the end of the financial year. For the purposes of these financial

statements. cash and cash equivalents also include shoft term cash imprests and advances to

authorised public officers and/or institutions which were not surrendered or accounted for at

the end ofthe financial vear.

17. Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

18. Events after the reporting period

There were no rnaterial adjusting and non- adjusting events after the reporting period.

19. Ultimate and Holding Entity

'Ihe Municipality is a County Public Fund established by Urban Areas and Cities Act 20ll

under the Department of Environrnent and Natural Resources. Its ultimate parent is the

County Covernment of Kwale.

20. Currency

The flnancial statements are presented in Kenya Shillings (KShs)


