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MANDEITA MUNICIPALiT'Y
Annual R.ctrorts and Financial Staternents
For the Year Ended 30tr' September 2A2l

1. KEY ENTITY INFORMATION AND NIANAGEMENT

a) Background information

The Mandera Municipality is constituted as per the constitution of Kenya is headed by the

Municipality Board responsible for the seneral policv and stratesic direction of the Mandera
Municipality.

b) Kel,Management

The Mandera Municipality day-to-day management is under the following key organs

The Mandcra Municipalily Board
The Mandera Municipality Management Team

c) Fiduciary Managemcnt

The key management personnel who held office <luring the financial year ended 30'h June

2021 and who had direct fiduc res ibili were:

Hassan Noor Adan
Salah l\{aalim Alio
.Abdia Hussein Abdi
Hussein Maalim Mohamccl
Famsahara Adan Nlaalint
Nlohamed A bdullahi Omar'

ll

d) Fiduciary Oversight Arrangements

The key fiduciary oversight of Mandera Municipality was undcr the following organs;
e The Mandera Municipality Roard
o The office of the Auditor General
. The office of the Controller of Budget
o Internal Auditors

c) Entity Headquarters

P.O. Box l3-70300
Roads and Public Works House
Jamia Mosque Road
Mandera, KEIIYA

f) Entity Contacts

Telephone : (1 25 4 )'1 22466499 I 0'7 25 42 | 888

-

t Municipality Manager
Chainnan - Board

Vice-Chairman-Board
Board Members

)

6.

3

4

-5 Board Members
Board Members

7 Board Mernbers lbrahim Hassan l\{alow
9 Kulow Mohamed Sheikh
l0

Board Mernbers

Board Mernbers
Board Members

Zhulekha Osman
Adan Hussein Hassan

ill
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MANDERA MUI{ICiP4. I,ITY
Iteports and Financial Statcnrcir(s
For the year ended June 30,2021

E-mai I : info@mandera. go. ke
Website: www.mandera go. ke

g) Entity Bankers

l. Central Bank of Kenya
Il:i!e Se!gssie .^.',':::uc
P.O. Box 60000
City Square 00200
Nairobi, Kenya

2. Kenya Commercial Bank
Martdcra Branch.

3. Equity Banka of Kenya
Mandera Branch.

4. National Bank of Kenya
Mandera Branch.

h) IndependentAuditors

Auditor General
Kenya National r\uCit Ctffice
An n ivcrsatl, Tou't't's. [-trr ivcrsitl, Way
l).0. Box 30()1t.1

ciPo 00r00
Nairobi, Kenya

i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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BR.A i\TIJNICIPALITY
a nd liirerncial Statenlents

or the year ended June 30, 2021

FORWARD BY MUNICIPALITY MANAGER

Pursuant to Section 166 of the Public Finance Managernent Act 2012, AN Accounting
Officer for a Mandera Municipality entity shall prcparc Financial Report fbr each quafter of
the financial year in respect of the entity in fonnats prescribed by the Accounting Standards
D^^.-J Tl. - ^1.. -l- - Ji-;oaiG. iil. a[ia.iicu I-iiiaii"i"l Siaicrrrsrri.s *irieir iravc irccrr prc;lacd in iine with the

requirements of the PFMA, 2|l2,present a true and fair view of the state of affairs of
Mandera Municipality for period ending 3Otl' June, 2021.

By the end of this financialyear, Mandera municipality had received Kshs. 341,000,000
ntillion as trarrsloi li'otrr lr4arrdcra Courrl.y [r'casury.

In order to cnsure improved transparency, accountability and fiscal responsibility in the

public sector, the Mandera Municipality is committed to pmdent management of finances
guided by sound financial policies and guidelines that ensure efticient utilization of
resources. The Mandera Municipality is also dedicatcd to deliver on the prornises made in her
budget. This willhelp bolster the key objective of devolution which is to promote sustainable
and equitable social, political and economic development in the Mandera Municipality.

Adan Abdullahi
MUNICIPAL MANAGER
MANDERA MUNICIPALITY

iii
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MANDERA MUNICIPA.LITY
Reports and Financial Statettic.;t:.
For the year ended June 30, 2021

3. STATEMENT OF MANAGEIVIENT RESPONSIBILITIES

Sections 163,164 and 165 of the Public Finance Management Act,20l2 requires that, atthe end

of each financial year, the Mandera Municipality shal{ prepare financial statements of each

Mandera Municipaliry entity, receiver of receipts and consolidated financial statements for all

Mandera Municipality entities in accordance with the standards and formats prescribed by the

Pubhc Sector Accountlng 5tandaros Board.

The Mandera Municipality is responsible for the preparation and presentation of the Murdera

Municipality's financial statements, which give a truc and tair view of thc state of affairs of the

Mandera Municipaliry for and as at the end of the financial year ended on June 30,2A21. This

responsibility includes: (i) tnaintaining adequate tlrrancial managenlent arranqemettts and

ensuring that these continue to be elfective ihrouglrout the reporting period; (ii) rnaintaining
proper accounting records, which disclose with reasonable accuracy at any tirne the financial

position of the Mandera Municipality; (iii) dcsigning, irnplenrenting and maintaining internal

controls relevantto thc preparation and fairprcsentatiorr crf the fittancial statements. and ensuring

that they are fi'ee from material misstatenrcnts. wlrcthcrcluc to cn'or or fraud; (iv) saf'cguarding

the assets of the Mandera Municipality; (\,) selecting and applying appropriate accounting
policies; and (vi) makirrg accounting estinrates that alc reasottable in the circutnstances.

The Municipal Manager accepts rcsporrsibil:t-r, thr tltc i4arttlc'rr \{turicipality's linarr,rial

statements, which have been prepared ol) the Accrual iJasis Mcthorl of Financial Reporting. usitts

appropriate accounting policies irr acctrrrlar:cri \\'ilir Irrte:l-natronai r'utriic Secl.(,r Accountirrg

Standards (IPSAS). The lr{unicipal lt{anager' ,"; oi 1[1s irpiniort ihat the Maudera Nlunicipaliry's

financial s[atenlents give a truc and fair vicrv ctt thc statc of thc Nlandera N{urricipality's
transactions during the financial year ended June 30, 2021, and of its financial position as at that

date. The Municipal Managcr furthcr confirms thc complctcncss of the accounting records

maintained for the Mandera Municipality which have been relied upon in the preparation of its
financial statements as well as the adequacy of the systems of intemal financial confiol.

The Municipal Manager continns that the Mandera Municipality has cornplied fully with
applicable Govemment Regulations and the ternrs of extental financing covcnatlts (where

applicable), and that the Mandera Municipality's filnds received during the year under audit were

used for the eligible pulposes for which they rvere intended and were properly accounted 1br.

Further the Municipal Manager confirrns lhat lhe Ir4nrrrlera Murricipalify's financial statements

have been prepared in a fonn that cornplies with relevant accounting standards prescribed by tlte

Public Sector Accounting Standards Board of Kenya.

Approval of the financial statements

\{unicipaliry"s financial statcr^tcnts \r'crc xpprovcd and signcd b1' thc Bolrd on

2021 and by

)

Chairpe thc

lv

i\{ unicipality Manager

,



REPUBLIC OF KENYA

Telephone: +254-(zo) 3214oo o

E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke PNS"H

En hanc ing Accountabi lity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MANDERA MUNICIPALITY FOR THE
YEAR ENDED 30 JUNE, 2021

PREAMBLE

I 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 fairly 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 control, 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 Management 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

Opinion

I have audited the accompanying financial statements of Mandera Municipality set out on
pages 1 lo 29, which comprise of the statement of financial position as at 30 June, 2021,

Report of the Auditor-General on Mandera Municipality for the year ended 30 June, 202 I
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the statement of financial performance, statement of changes in net assets, statement of
cash flows and the 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 Pubtic 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, the financial statements present fairly, in all material respects, the financial
position of Mandera Municipality as at 30 June, 2021 and of 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 Public Finance Management
4ct,2012.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Mandera Municipality 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. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my opinion.

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.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter 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

Review of employee and related payment records revealed that National Social Security
Fund deductions of Kshs.5,456,400 were remitted after the due dates thereby attracting
a penalty of Kshs.875,28o. The late remittances contravened Section 53,4(1) of the
Retirement Benefits Act, 2012. Similarly, the National Hospital lnsurance Fund (NHIF)
deductions amounting to of Kshs.2,700,800 were remitted after due dates in
contravention of Section 16(1) of the National Hospital lnsurance Fund Act, 2012.

Report ofthe Audilor-(ieneral on Mandera Municipalityfor the year ended 30 June, 202 I
2
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ln the circumstances, Management was in breach of the law

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, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Lack of Risk Management Policy and Strategy

Management had not put in place a Risk Management Policy, to guide in identification
and mitigation against risk and to ensure that the County Government entity develops risk
management strategies, which include fraud prevention mechanism.

ln the circumstances, the effectiveness of risk management could not be confirmed.

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

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with 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
Municipality's ability to continue to sustain its services, disclosing as applicable, matters

Report of the Auditor-General on Mandera Municipality for the year ended 30 June, 202 I
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related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Municipality 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.

Those charged with governance are responsible for overseeing the Municipality'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 governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General's Responsibilities 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,
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 control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in

Report of the Audilor-Generql on Mandera Municipality for the year ended 30 June, 202 l
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t
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 controls 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. I 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 control.

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
Municipality'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 Municipality
to cease to continue to sustain its services.

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 Municipality to express an opinion on the financial
statements.

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

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

Report of the Auditor-General on Mandera Municipality for the ltear ended 30 June, 202 I
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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

09 September,2022

)

Report of the Auditor-General on Mandera Municipality for the year ended 30 June, 202 l
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MANDERA MUNICIPALITY
Reports and Financial Statements
For the year ended June 30, 2021

5. FINANCTAL STATEMENTS

5.I STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2O2I

The notes set out on pages 23 to 27 tbrm an integral part of these financial statements

RECEIPTS
Transfers from Other Government Entities I 343,I 18,463 00
TOTAL RECEIPTS 343,I 18,463 00

Compensation of Employees

PAYMENTS
2 120,515,159 00

Use of goods and services 3 109,762,506 00
Acquisition of Assets 4 93,716,784 00
TOTAL PAYMENTS 323,995,049 00

SURPLUS/DEFTCTT
19,123,414 00



MANPERA MUNICTPALITY
Repofts and FinanciaI Statcnrents
For tile year endcd June 110, 2021

5.2 STATE MENT OF FINANCIAL POSiTION AS AT 3I}, JUIIT,2O2I

ASSETS

Current Assets

19,123,414

Net assets

Accu ulated Su

The Financial Statements set out on page I to 5 were signed on behalf of the Board of Directors by:

Municipal Managcr
Hassannoor Adan Abdullahi

Date

Head of Finance
Adan Abdi

ICPAK No. 2.57994

Chairman of the Board
Salah Malim

DateDate

FINANCIAL ASSETS

Cash and Cash ents 5 00

r r,640,8s9 00

Non-Current Assets
Propci-ty, Plarrt iirrd EquiprncnL 1

Total Assets 30,764,273 00
Current Liabilities

6Account P bles (19.t23,414) 00

I 9 23 I 4

00

t9 123,4t4 00

Total l.iabilities

l'otal Net Assets and Liabilities 30,764,273 00

rir ir'r'). .t:ili I :'l:i

___u,640f.t?_
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(L::pr.rrtr; i.n,il Fitian ci aI Strr tcn- cn t:,

[.-or the y,car ended June 30, 2021

5.3 STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2O2I
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T'r'ansfcr <lf

depreciation/atnortisati on

fi'om capital filnd tcr

lcta i nccl carn i n

At Junc 30, 202t 4 00 00 19,123,414

For ilems that are nol common in lhe ./inancial statentenls, thc entilv should inr.'lude Lt note on what

lhey relate to - either on theface of the statetnenl o./ chunges in equity/net assets or dmong lhe notes to

lhe .financia I s laie men l.s.
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ATANDIjRA MUN ICIPALITY
(cports and Financial Statements
Flo.r the vear en,-led, June 30, 2021

5,4 STATEMENT OF CASI{ f;-C'yi'S

Receipts

and subsidies

Total

Net cash flow from financing activitics

NET INCREASII IN CASH AND CASH
5 t4

Cash and r:aih eq:rivalents at BEGINNING of the
t' C

ash and cash uivalents at END of the ar
The acc<;unting policies and cxplanatory notcs to thesc financial statements forrn an intcgralpart
of the llnancial statemcnts. The entity financial statements were approved orr
2021 and signed by:

I 00

I

Municipal Manager
Hassannoor Adan Abdullahi

Date.

Head of Finance
Adan Abdi Baraka
ICPACK M,AIo. 257994

Chairman of the Board
Salah Malirn

Datc

(

Cash flows from operating activities

8

8

63

63

313 II
343 ll

2 ( 120,5 I5,759) 00

00

c@
I Ise of eoods and

Total Payments

Payments

sell/tces 3

230,278,265

(t0e,762, 106)_

Cash florvs from investi ng activities

4 (93,716,784 \

Net cash flows lionr lnvestin
Cash flows from financing activities

Activities
ition of ,\ssets

Nct Cash flou,s from financing activitics 0

0

5 19,123,414

00

00

,1

,l

?aulv4!!ryrs_

)rN

I I
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5.6 NOTES Tg THE FTNANCTAT_ STATEMENTS

I. GENERAL INFORMATTON
Mandera municipality is established by and derives its authority and accountability from
Urban and Cities Act, 2020. The entity is wholly owned by the Govemment of Kenya and
is dorniciled in Kenya. The Mandera Municipality principal activity is stipulated broadly in
the municipal charter

2. STATEMBNT OF COMPLT.TNCE AND BASIS OF PREPARATION

- The firrancial statements lrave becn preparcd on a historical cost basis except for the

. measurelncnt at re-valued amounts of certain iterrrs of properry, plant and equipment,
marketable securities and financial instrumcnts at fair value, irnpaired assets at their
estimated recovcrable amounts and actuarially dctermined liabilities at their present value.
'['he preparation of financial statenrents in conformity with Internationat Public Sector
Accounting Standards (IPSAS) allorvs thc usc of cstirnales and assumptions. It als<t
requires marlagement to exercise judgernent in the process of applying the Mandera
Municipalit.u accounting policies. The areas involving a higher degrce of judgement or
complexity, or where assumptions and estimates are significant to the financial statements,
are disclosed in iriotes.
T'he financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the Mandera lulunicipulity.

The financial statements have been prepared in accordance with the PFM Act, 201 2, and
International Public Sector Accounting Standards (IPSAS). The accounting policies
adopted have been consistently applied to all the years presented.

3. ADOPTION OF NEW AND RBVISED STANDARDS

i. Relevant nerv standards and amcndmcnts to publishcd standarcls effcctivc for thc
year ended 30 June 2021

lmpact

IPSAS 40:

Public Sector

Cornbinations

Applicable: lst January 2019
The standrrd cor,'ers public sector combinltions arising fronr

exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only). Business cornbinations and

conrbinations arising l'rorn non-exchange transactions are covered
purely under Public Sector combinations as arnalgamations.

(;

Standard

t

I
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lNOTES'I'O THE FINANCIAI, STA'I'i'N'IENTS

3 ADOPTION OTi NEW AND ITBVISED S.TANDARDS (CONtiNUCd)

ii. Nerv anci amended standards and interpretations in issue but ttot yet el?ective in

the year ended 30 June 2021

EfTcctive tiatc and intpact:

ll,si"S4l:
["i,rarrci;il

III;tl't I t'!, t: r't [.,

iPSAS 42:

Social Benelits

r\pplicable: l'r ,lanuarv 2422:
'l'hr ohlcctivi: ol ll)SAS.1l is to establish prilrcrplc:; lrlt'thc llrrtinctal

rcl)o11in.s ol'finernciltl asscts and liabilities tlrat rvill prescnt r'clc'rattt

rrrd uscful irrfbrntaliotr to uscrs of firtancial sltitcttl(:nts fttr thcir

irss(-.ss11r(-'!)t ol' the fln10Unls, timing- and ltn.'t:rttiritv oi att iv'l;tttdd it

Muuicipulity futurc cash flows.

IPSAS 4l pro.,,'ides users of financial stalcments *'itli morc use.{irl

intorntation than ll'SAIi 2),ity'

'AIirlvinit a singlc ciasslfi<';.ltioil Itl:'.1 :-'rt.;r.lrl;elll(:,it rrloLlcl

for fi:rrr,ci;,1 assets tltat c.ittsiCct's (ilr t:i,.;'lrt,:ii'llie.; a.l ti,t)

asre't's clsl.; llo'*'s and tlr,: cLrlcr.:livi' ir',' u'!il.:lt Iltc asit't ,:;

helo;

" Applying a singlc lbrrvard-looliing e;'pectud crcdit loss

inodcl tlrat is applicablc to all financial instrrtlnents subject

to inrplirment tcsting; and

. .a,pplying arl inrproved hedge accourtting ntodel that

broaderrs the hedging arratigemelrts in scopr: of the guidance .

The irro,lcl clcvclop:; I strr.l.ig littl< hr:t,'lt',:n ltr I\4irrtdcra

Municipaliry risk rnanagcment strategics ano tlte accounting

trcatnle nt tbr instruments held as part of the risk

lranagenrent stratcg)'.

appiicairie: i'r iattuat'y 2022

The objective of this Standard is t<; itnprove the relevance, faithful

rcprescntativcness and comparability of the inforntation that a

reporting cntity provides in its financial statcnrcnts about social

benefits. The infbrmation provided should help users of the financial

l

Staudard

I
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Rpports and Financial Statemcnts
Ff r the 1'ear ended June 30, 2021

Anrendments

to Other IPSAS

resulting from

IPSAS 4I,
Financial

lnstruments

statements and general pulpose 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 Mandera

Municipality financial perfonnance, financial position and cash

flows.

Applicable: lst January 2022:

a) Amendnrents t<l IPSAS 5, to update the guidance relatcd to

the conrponents of borrowing costs which were inadveltently
omitted when IPSAS 4l was issued.

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

c) Amendrnents to IPSAS 30, to ultdatc the guidancc f<rr

accounting for financial guarantee contracts which were
inadvertently omitted when [PSAS 4l was rssueci.

Amendments to IPSAS 33, to update the guidance on classifuing
financial instruments on initial adoption of accrual basis IPSAS
which were inadvertenrly ornitted when IPSAS 4l was issued.

Applicable: t sr January 2021:

a) Amendrnents ro IPSAS 13, ro include the appropriate

references to IPSAS on inrpairrnent, in place of the current
references to other international and/or national accounting
frameworks

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

Equipment.

Amcndrnents to rentove transitional provisions which should
have been deleted when IPSAS 33, First'l'ime Adoption of
Accrual Basis [nternational Public Sector Accounting
Standards (lPSASs) was approved

c) IPS.\S 21. Impairrncnt of Non Cash Gcncrrting .\sscts and

IPSAS 26, Inrpairmerrt of Cash Generating Assets.

Amendrnents to ensure consistency of impairment guidance

to account for rcvalued assets in the scope of IPSAS I 7,

Propcrty, Plant, and Equipmcnt and IPSAS 31, Intangible
Assets. 

lrlu IJqull,,lllullt allu rrDnD Jl' tnlanglDle 

]

i, I r ,

t,'r,i, ii., rir.

,.'i lt \ \,ii '
,,. rrrti l:iI;i

o

Standard Effective date and impact:

Other

Intprovernents

to IPSAS
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ilir"i'j ;.,,, i .', '-t . .': --i i
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For the vear enderj .lrrnc 30. 202 i

Effcctive date and inrnact

d) IPSAS 13. irirst-:r,ir(' /idoption of Accrual Basis

Lrt\'t national Prrlrl,e tiectcrr Accounting Standards (lPSASs).

Amendmentr lr-. rlir iri rilclnentation puidance on deemed

c(-)st !n IFS,:rS -li to rryrkc it consistcnt rvith thc corc

principles in thc Stanciarcl

I'iai'I5, 1161.,,iic', of si:i,,(l:'., (is

The entity did not carll' - adopt any nclv or airicnderl standartls in 1'car 2020

4 SUMLARY OI" SICNIFI(lAI'l'l',tCCOl,'l'Jl'IN(: POI r{ It'.S

a) Revenue recognition

i) Rcicnue from non-exchanl;t ttail.iil,'i{i',::;

i' r:cs tr:l{,s ant! 1lr',.:'r

fhl rrltti'l rccogrrlz-.:s l,-'r uiliier ir,',ir i '-.:. !i:\.'. i rlir(; lllij. '.'it'-'tr ;l. ' "vCrlt ('L:'1lrii:

.iriri rit,; Asscl l'ea().r.1'ltli;,'ir '-'rlrlli" l:'. ',;'i li, l!';: tlxti,:t lll3i 1lr'-:il r:; il r;:illcr.i
ir.:1;1j1[i.rn x111{g:l-rcG litii , 'ri: ltl 1ii r ' i '.' i'.: tr li,,l ilir., .o t'I]t"'t)'ti'tl llI(lrlilt. llgii-;;.'1r

in,;arrltc is recognized iiisteacl rrl 1',:\,r;ilit-. ().ircr: tton-'-r.icliattgc t'cvcl'ruLS alt,

reccrgnized whcn it is 1lr'obaolc tliet ,lre iutrrrc econotnic bcncfits or serv'ice

potcntial associated with the asset ivili fiow to the cntity and the l'air value of the

asset can bc' measurcr! rcliably.

'frarrsfers fronr othei' gov('nttnent cnlitics

Itevenucs lionr rron-c.rchangc trausaci i()u:i r-,itli oth,-'r govcnltnent etttities are

nteasured at t'air vulue and rer:ognizc.i on obtainirrg control ol' the asset (cash,

goods, scrvices and property.l il' the trzursl'er !s fi'ee ft'orn corrditions and it is

probabie that the ccouoru.ic bcrrclits (;r serviec potclltial rclateu-Lo tlte assct will
flo.,r, to the entity and can be rneasurcci rrliably. I{ecurent grants are recognized in
the statement of comprehensive in,-orne. Developmenilcapital grauts are

recognized in the statemel)t of tlnaucial pc'sitiorr and realised itt the statcment of
comprehensive income over the useful lit'e oi the assets that has lreen acquired
rrsirrg srrclt frrnds.

Rcndering ofservices
'fhe cntity rccognizes revcnuc ft'orn rcndcrirrg ol scrvices by rcfcrcnce to thc stagc

of cornpletion whcn the outcorne of the transaction can be estimated reliably. The

stage of completion is mcasureC Lry refc'rerrce tc labour hcrrtrr, ir,cut'red to date as a

peiceril3E(t ol'total estimatcrl lsi'oirr l;ort,'r

r.rl.



t: ...

NIUNICIPA[.IT\'
Financial Statements
ended June 30, 202i

l. ' r \.,i r..\ 'ii
'ii, rirrllr r)trri t irrand

the vear

Where the contract outcome cannot be incasurcd reliably, revenue is recognized

oniy to the extent that tire expenses incurred are recoverable.

Sale oJ goods

Revenue from the sale of goods is recognized whett the signiticant risks and

rewards of ownership have been transfered to the buyer, usually on delivery of the

goods and when the amount of revenue can be measured reliably and it is probable

that the economic benefits or service potential associated with the transaction will
flou,to thc entit1,.

Interest income

Interest income is accrued using the effective yield method. The effective yield

discounts estimated future cash receipts through the expected life of the financial

assct to that asset's net carrying amount. The method applies this yield to the

principal outstanding to dctenninc interest income each period.

rl'...
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NOTES TO THE FINANCIAL STATEMEN'I'S ((untinued,\

4. ST]MIl{ARY OF SIGNIIIICANT ACCOTIN'I Ti\G POi,ICiES ICONtiNUCd)
a) Revenue recognition (Continued)

ii) Revenue liom exchange transactions
Dividends
Diviclctrds ot sitttilatt ciistriLutiorts lnulj( bc rccogrriz.uc[ wlrcn [hu slrarcltolrlcr"r; trr tirc
Mandera Municipality right to reccive peyrnenrs is established

Rerrtal inconrc

Rcntal incomc arisirtg li61p 6l,cratittg i.:as;s or; i.:r't'slrrrerrt plopcnies is;rccountccl
lbron a straight-line basis overthe lease ternrs an<l irrcluded irr rcvenue.

br Budget irrforntation
thc origir:rrl budgct tor ['Y 2O2C-2021 rv3s rrpt:rrrr,.o<l lr), ilre (i.:ririry.Asseir,[ri1,orr 36
.tt:rr; 2()ll ! Subseclueltt r'e1.'!sions or nrldiii,,;r.:,1 :pil'cpl'i.ttirrrrs r,, ci'c ilr:.irjc iir tlrc
ili)1)t'ovC{l hudllet itt accorclance u'ith specrfic lpprovirls fl'clrrr thr: at)l)t,,1 rriale aut!rorrtrcs.'lh.':rl<lilional approprialions arc aiir-lcd ,(r;ire ririflrrra! butlgel Lr1'thc,jritir) ul)ull
i'r:cciving thc respcctivc approvals in order to ccncluCc thc final buclgc.t Accorclingly,
thc cntity rccorded additional appropriations of 165,000,000 on the 2020-202lbudget
following the govcming body's approval.

'fhe lvlandera Municipality buclgct is preparecl orr a ditlcrenr basis to rhe actual incoure
attd expenCittrrc discloserl in the financial statcruents. The financial staterncnts are

1;icpat'ed ott accntal basis usinq a classification bascd orr tlrc l'lature of cxpenses in the
statcment of financial perlbrtnance. rvhereas the budget is prepared on 11 cash basis. The
arnounts in the financial staternents werc rccast from the accrual basis to tlre cash lrasis
and reclassified by presentation to bc on the same basis as tlte r,pproved budget. A
cottrnarison of budget and actual arnounts, prcpared oll a comparable basis to the
approved budget, is then presented in the statement of comparison of budget and actual
amounts.

In addition to the Basis difference, adjustmellts to amounts in the llnancial statements
Itre also m:trle fhr dil'frrences in the {hrrlnts arrr.i classific:rtion scfterr1cs atlopls{ for the
presentation of the financial statements and the approved budget.

A statcment to reconcile the actual amounts on a comparable basis included in the
statemettt of comparison of budget alrd actual amounts and the actuals as per the
statement of firrancial performauce has been prescnted under section 5.5 of these
llnancial st?lelilelrts.
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NOTES TO'l'HE FINANCIAL S'I'A'I'EMIiNT'S (Continued)

4. SUMMARY OF SIGNIITICANT ACCOUN'I'ING POLICIES (Continued)

c) Taxes

Currenl incomc tax
Current income [ax assets and liabilities for the current period are measured at the

amount expected to be recovered from or paid to the taxation authorities. The tax rates

and tax laws used to compute the alnount are those that are enactcd or substantively
cnacted, at tlrc rcpolting datc in thc arca whcrc thc Errtity opcratcs anclgcttctatcs taxable

inconre. Current income tax relating to items rccognized directly in net assets is

recognized in net assets and not in tlre statement of financial perfortnattce. Management
periodically evaluates positions taken in the tax returns with respcct io situations in
which applicable tax regulations are subject to interpretation and establishes provisions

where appropriate.

Deferred tax

Deferred tax is provided using the liability metlrod on tcmporary differences between

the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, cxcept il1

respect of taxable temporary differences associated with int,,estnrents in controlled
entities, associates and interests in joint ventures, when the timing of the reversal ol'the
temporary differences can be controlled and it is probable that the temporary diff-erences

will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductiblc temporary differences, the cany
forward of unused tax credits and any unused tax losses. Deferred tax assets are

recognized to the extent that it is probable that taxable profit will bc availablc against

which the deductible temporary differences, and the carry forward of unused tax credits
and unused tax losses can be utilizcd, except in rcspect of deductible temporary
differences associated with investments in controlled entities, associatcs and interests in
joint ventures, deferred tax assets are recognized only to the extent tliat it is probable

that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the telnporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and

reduced to the extent that it is no longer probable that suft'icient taxable profit will be

avaiiabic ro aiit-rw all or palt of dre dciencd tax assct to bc utilizcd. Unrccognized
deferred tax assets are re-assessed at each reporting date and are recognized to the

extent that it has become probable that future taxable profits will allow tlre defen'ed tax

asset to be recovcred.

t2
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NOTES TO TFIE FINANCIA[. S'tATElv{ENTS (Ccnlinucd)

4. SUMMARY OF SIGNIFICAN'r ACCOUNTINC POl..lClES (Continued)
nIT'ovao //raa +in'. arl\

}1..F!,9,

Deferred tax assets and liabilities are rrcrsurcci al dle tax rates that are expected to
apply in the year when the asset is rcalized or tlic liability rs scttled, based on tax rates
(and tax laws) that have bcen cnacted or suirstantivelv cnacted a.t rhc reponing date.

Dcfcrrccl tax rclalinc to ilcrrrs l'ccoillizr:rl orrtsiril: strrlrlrrs ordcficit i:i t(:/-'oqnizcd outsirle
sutplus or deficit. Dcl'crred tax itcr)rs ar',: r',.'cogrriz.ecl in correlation to the underlying
transactiorr irr lrct asscts.

Deftn'ed tax asscts and <lcl'errcci tlr tirLlililrci:rrc oliser if a lcgalll't-nlbrceahle right
exists to set olf cL!rrent t{lx irss('1,: ltqr,irr:i cLl; r'cilt irr(:()niJ lax liahiiitir:,r anrl llrc del'erre<l

taxes rc[ate to the sanrc tr.rablr ctrtitl,and ihe :aure Ia;iuiiorr authority.

Sales ta;u

Iixpertsr:s art<l assets arc recugnized r:er r)l (hc au)oLlr!t ,-.t s.tied ia:: , vxccllt:

Whcn tfre Sales tax iticu|fcrl rrrl ir I,..Uc!rL:,(^ ()l')r;'ii',I ol Scl'r ii;', i:t t';0t lilco\cLatrlc
tiirtrt ,ht tnxaliott atttlttrlii),', iii ivltir:)t (::lr;J, tltc- s.tlc:; t:tx i:. ii:ri.rl.liitc,l .15 pitrt of ihc

cost of ac,-luisition of thc asset c,r as part ol'the cxpcnst: itcrtr, ar applicable

The net anrounl of sales tA.\ rccoverable tiom, or payairle to, the taxation authority i-c

included as part of receivables or payables in the statement of financial posrtion.

d) [rrvestmcntpropcrty

Investment properties are lreasured initially at cost, irrcluding transaction costs. The
cartyittg atnount includes the replacernent cost ot'conrponents of an existing inveshnent
propefty at tlre time that cost is incurred if thc recognition criteria are met and excludes
the costs of day-to-day maintenance of an investrnent propefty.

Invcstment property acquired through a non-exchange transacti<ln is measured at its fair
valtte at llre date of acqrrisitiort. Srrhscqrrent to irritial recosnitiorr. invcstmerrl nroperties
are measured using the cost rnodel atd are depreciated over a 3O-year period.

Investment properties are derecognized either when they have been disposed of or when
the investment property is pernranently withdrawn frorn usc and no furure economic
benefit or service potential is expected iiom its disposnl. The differcnce between the net
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NOTES TO THE FINANCIAL SI'ATEMI.INTS (Continued)

4. SUN{MARY OI,' SIGNIFICANT' ACCOUNTING POLICIES (Continued)

disposal proceeds arrd the carrying amount of the asset is recognized in the surplus or
deficit in the period of de-recognition.

Transfers are made to or frorn investment property only when there is a change in use.

e) Property, plant and equipnrent

All property, plant and equipmer)t are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure tlrat is directly attributable to the
acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at intervals, the cntity recognizes such parts as individual assets

with specific useful lives and depreciates them accordingly. Likewise, when a major
inspcction is performed, its cost is recogrrized in the car'rying anlount of thc plant and
cquipnrent as a replacement if the recognition criteria arc satisfied. All ottrer repair and
ntainterrarrce costs are recognized in surplus or deficrt as incuned. Wlrcre arr asset is

a.cquireti in a non-exchange transaction for nil or nominal consideration the asset is

inirially nreasured at its fair value.

l) Leases

Finance leases are leases that transfer substantially all of the risks and benefits
incidental to ownership of the leased item to the Entity. Assets held under a finance
lease are capitalized at the comlrencement of the lease at the fair value of the leased
property or, if lower, at the present value of the future minimum lease payrnents. The
Entity also recognizes the associated lease liability at the inception of the lease. The
liability recognized is measured as the present value of the future minimum lease

paylncnts at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance
charges and reduction of the lease liability so as to achieve a constant rate of interest on
the remaining balance of the liability. Finance charges are recognized as finance costs in
surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset.

However, if there is no reasonable certainty that the Entity will obtain ownership of the
asset by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.
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NOTES TO THE FINANCIAL STATEMENTS (()cntinr:erl,1

4. UMNIARY OF SICNIFICAN'I' ACCOUNTII\L: POLICIES (C-iontinued)

Operating leases are leases that do not hansfel substantially all the risks and benefits
incidental to ownership of the leased item to tlre Entity. Operating lease paynents are
reco{lnizt'rl as an opcri'lit',g cxlrensc irt :;rl'plrn or rle lirit on a straigl,.t-linc ha.;is ovc:r(trc
lease ternr.

g) Intangible assets

Intangiblr: assets acquircrl scParatcly arc iriitially rccognized at cost.'['hc r:ost o1'

intangible assets acquircd in a non-exchangc transaction is their fair valuc at thc datc of'
the exchangc. Following initial recognition, intangible assets are caricd at cost less any
accurnuiated amortization and accurnulated inrpairmcnt losses. Internally gr:nuratcd

intanerible asscts. cxclLrdins capitalizcd (lcrr:l,.rnn,cnl costs arc not capi lali;cd anC

experidil':rc is rellcctc'd in surplu-* or clct-icit iri tlrt-'ircriod irr ',,ltich i.lre cipr:r:iiiturc i:,

il:ct,ltetl.

'l'llc usciLi lrli: of thc intarrgrt:lc asscts is rssesr,er.l ;lr i:ilhcr iiirile,rr rlrl,;irriitc.

h) Research aurl devclopment costs

The Entity expenses research costs as incurreri. Development costs on an individual
project arc rccognized as intangiblc asscts when the lintity can denronstralc:

for usc or sale

h) Rcsearch and development costs (Continued)

Following initial recognition of an asset, the asset is carried at cost less any
accumulated amortization and accurnulated irnpairrnent losses. Amortization of the
asset begins when develoornent is complete a.nd the asset is available for use. It is

anrortizcd ovel the peliorl of e.rirect,:,1 f itur,: i.cnciil. I)rrring the period of developurent,

I

I

r,l
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NOTES TO THE F-INANC IAL STATEMENTS (Continued)

4. suMI\{ARY oF SIGNIFICANT AccouN'I'tNG poLICIES (continued)

thc asset is tested for impairment annually with any impairment tosses recognized
immediately in surplus or deficit.

i) Financialinstruments

Fintnciul (t!;s'd.\'

I nitial recognition and neasu remerrt

Financial asscts within thc scope of IPSAS 29 Financial Instrunrents: Recognition
and Measurelrcrrt are classified as financial assets atfair value through surilus 6r
deficit, loans and receivables, held-to-maturity invcstrnents or available-for-sale
tinancial assets, as appropriate. The Eritity cletermines the classification of its
financial assets at initial recognition.

Loan,s and receiyahles

Loans and receivables are non-clerivativc financial asscts with fi.r.ecl or <Jeternrinablc
payrnents that are not quoted in an active market. After initial rlcasuremcnt, suc:h
financial assets al'c subsequently rtreasured al an'rortized cost using the effective
interest method, less impairment. Amortized cost is calculated by takrng into
accoullt any discouuL or pretnium on acquisition and l'ees or costs t6at are an
integral part of the effective interest rate. Losses arising fi.om impairment are
recognized in the surplus or deficit.

Held-to-maturity

Non-derivativc financial assets with fixed or detemrinable payments and fixed
maturities are classified as held to rnarurity when the entity has the positive
intention and ability to hold it to rnaturity. After initial measurernerrt, held-to-
mafurity investtnents are measured at amortized t--ost using the cffective iutcrest
method, less irnpairment. Amortized cost is calculated Uy.tating into account any
discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The losses arising from impairment are recogn-ized'in surplus
or deficit.

In tpo i nne n t of Ji n a n c ia I ass ets

The Entity assesses at each reporting date whether there is objective evidence that a
financial asset or an entity of financial assets is impaired. A dnancial asset or a
entity of financial assets is deemed to be impaired if, and only if, there is objective
evidencc of impairment as a result of one or more cvents that has occurred after thc
initial rccognition of thc asset (an incurlcct 'loss evcnt') and that loss cvent has an

I
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY oF SIGNIFICANT AccouNTtNG poLICIBS (continued)

i) Financial instruments (Continued)

difficulty

reorganization

(e.g. changes in arrears or economic conditions that correlate with defaults)

Financial liabilities

lnitial recognitiott and measurement

Irinancial liabilities within the scope of IPSAS 29 are classified as financial
liabilities at farr value through surplus or deficit or loarrs and borrowings, as
appropriate. The Entity determines the classitication of its financial iiabilities at
initial recognition.
All linancial liabilities are recognized initially at fair value and, in rhe case of loans
and bonowings, plus directly attributable transaction costs.

Loans and boruowing

After initial recognition, interest bearing loans and borrowings are subsequently
tneasured at amoftized cost using the effective interest rnethod. Gains and losses are
recognized in surplus or deficit when the liabilities are derecognized as well as
through the effective interest method amortization process.

Antortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was
rcccived titrough nott-excitartgc transactions (fr.rr no cost or itrr a norrrinal cost.), tilc cost
of the inventory is its fair value at the date of acquisition.

l8
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NOTES TO THE FINANCIAL. STATEMENTS (Continucd)

4. SUMN/IARY OF SIGNIFICAN'I- ACCOUN I.!NU I,OLICIES (CONtiNUCd)

Costs incuned in bringing each product to its present location and conditions are

accounted fbr, as follows:
'i ltaw rnatcrials: lturchascr cost ttsing tfrc u'ciglrtcd ;rvel'agc cost ntetltod

proportion oi'rnanufhct.urirrg ovcrlr,.'llls based on tlte ttorntal opcral;ng capacity, but

cxcl uding hon'cwing cost,;

i) Inventories (Continued)

Aiier inrtial ,tcoguitiorr. in\/entoi',.' i: r;r','rslrreC at the lorver ttf cost trnd net realizable

l,altie tj.\t,cver, [o tl.]e cxteni tliat r,;!.r',r rtl jti;tlntr-u] ;. d;strib.'ulr:ii li cieplcYc'l at no

cltarge ,.!' .'i,r'a norninaI citalgr'. lh;rr e ii.'i.; oi inientcf is rttcasurrti ;ri tit,.: ior"tlt o{'c,lsr

ilrlri Ctrrr,'trL rr'ltlaCertienr {:OS1.

Net rcaliz;r';lc value is thc estilnlictr seiilr:!,irricc itt thc ot'<linaty cou:'sc of opr:rations,

less the estimated costs ol cornpletion and thc estirnated costs nccessary to make the

,ralc, cxcharlBC, ()r distribution.

Inventories are recognized as an expensc whcn deployed for utilization or consutnptiott

in the ordinary course of operatiotts of'tlre I:ntity.

j) Provisions

Provisions are recognized wherr the Entity lras a present obligation (legal or
constnrctive) as a resrrlt of a l)ast event. it is prrthable that an otttflou'of resources

embodying economic benefits or service potential will be required to settle the

obligation and a reliable estimate can be nrade of the amount of the obligation.

Where thc Entity 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
wiren the reimbursement is virtuaiiy ceruilr.

'l'he expense relating to any provisiort is preseuteJ in the statement of financial

perfonnance net of any reimbttrsettrent.

tl
i
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

l. $urvruaRY oF SIGNIFICANT ACCOUNTtNG pOLICIES (Continued)

The Entity does not recognize a contingent liability, but discloses details of any contingencies in
the notes to the financial statements, unless the possibility of an outf'low of resources embodying
economic benefits or seruice potential is remote.

Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible
asset whosc cxistence is contingent on the occurrence or non-occurrence of one or more
unccftain future events rrot wholly within the control of the Entity in the notes to thc
financial statements. Contingent assets are assessed continually to ensure that
developmerlts 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 cau be nreasurerl reliably, the asset and the related revenue are
recognized in the financial statenlents of the period in which the change cccurs.

k; Nature and purpose of reserves

Thc Entity creatcs and maintains rescrves in terms of spccific rcquirenrcnts

l)Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively.'l'he
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

m) Employec benefits

Retiremcnt bencfi t plans

The Entity provides retirement benefits tbr its employees and directors. Defined
contribution plans are post employrnent beneflt plans under which an entity pays fixed
contributions into a scparate cntity (a fund), and will havc no lcgal or constructivc
obligation to pay furthcr contributions if thc fund does not hold sufficient asscts to pay
all employee benefits relating to ernployee service in the current and prior periods. The
contributions to fund obligations for the payment of retircmcnt beneilts are charged
against inconrc in the year in which they become payable.

Defined benefit plans are post-ernployment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the

20
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
4. S U M MAI{Y Ol.' SIGN I irl CANI' ACCOU N'tl NC POI-I CI ES (Corrtin ued)

pro..;cctcu Lrrrit crcciir rrrctiruri basis. iieir'-rrs idcrrtirlcti arc tcco\icrcri drrougir iurrrp:urri
payments or increased furure contributions on proportional basis to all participating
employers. The contributions ancl lump sunr paynrents reduce the post-employment
benefit obligation.

n) Foreigrr currcncy transaclirlns

'ftansactions in lbrcign currencies are initialll,accounted lbr at the ruling ral.e of
ercliangc orr the date tlf tlrc' transaction. Trade crcditors or debtors dcnonrinated in
fi:rcigrr currency arc rcp<-,rtcC at thc statr:n)errt (){'financial positirrn reporting date by
applying ilrc crchange rate on tlrat Cate [:xchangc cliff-crcnccs arrsing, froui the

settlement of credrtors, or fronr the rcporling t-,f credrtors at ratcs drfi'crcnt ti'orn those at

which they wcre initially recorded during the peLiod, are rccognized as incorne or'

expcnscs in the period in whrch they arisc

o) Borrowi:lq cirsts

IJtrritluziti-,. cost! Jt.c c;rpitaiizc,l agaitis, qiralii'r'irrg as:cls iir [)alt ().1'lrrol)crl.',. 1tl:uri ,.tr..l

0qlr il)r)ren(.

Such trorrou,i,lg c()sts arc capitalized orer the pcriud dui'ing u;hiclr rhe asset is i',errrg

ircqtriri:d ol constnrcted and b()rrowirlgs Irarc tre.-u incurred. Capitalizatiorr ccases \r'h,:rr

constrrlction of' the asset is complete. fiurthcr borrowing costs arc charged to the
\tatorrent of i'inancial ;rerfbnnance.

p) Rclated partics

Ihc Entiti, regards a relatecl party as ir person crr an entity witlr thc abilitl'to exert
control individualiy or jointly. or ttl excrcise signil'icant influence tlver ttre Entity, or
vice versa. Members o1'key n'ranagemcut are rcgarded as related parties and comprise
tlie director.s, the CliO and senior nranagers.

q) Service concession arrengements

T'he Entity analyses all aspects of service conccssion arrangenrents that it enters into in
detennining the appropriate accounting treatment and clisclosure requirements. In
particular, where a private party contributes an asset to the arrangenrent, the Entity
recogntzes that asset when, and only when, lt coutrols or regulates the servrces the

operator must provide together with tlre asset, to whom it must provide them, and at
what pricc. In the case of assets other than 'whole-ot'-lif'e' assets, it controls, through
owncrship, benellcial entitlement or othenvise - any signilrcant residual interest in the

asset at the end of the arrangement. Any assets so recognized are measured at their fair

?l
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NOTES TO THE FINANCIAL STATEMEN'I'S (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

value. To the extent that an asset has been recognized, the Entity also recognizes a

corresponding liability, adjusted by a cash consideration paid or received.

r) Cash and cash equivalents

Cash and cash equivalents cornprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investnrer)ts with an original n'raturity of three ntonths or less,
which are readilyconvertible to known anrounts of cash and are subjcct to insignificant
rlsk of changes in value. Bank account balanccs include anlounts hcld at the Central
Bank of Kenya and at various conrmcrcial barrks at the end of thc financial ycar. For the
purposes of these financial statemcnts, cash and cash equivalents also include short
term cash imprests and advances to authorised public of1lccrs andlor institutions which
were not surrendered or accounted for at the end of tlie finan cial year.

s)Coryparative figures

Where necessary comparative figures for the previous financial year have been
anlended clr reconfigured to conform to the required changes in presentation.

t)Subsequent events

Tltere have been no events subsequent to the financial year end with a significant
impact on the financial staternents for the year ended June 30, 2020.

5.7 SIGNIFICANT JUDGMENTS AND SOI.JRCBS OF BSTIMATION UNC]ERTAINTY

The preparation of the Mandera Municipality financial statements in confonnity with
IPSAS requires management to make judgments, estimates and assumptiorrs that affect the
repottcd atttouttts cll' reverrues, sxpenses, assets and liabilities, and the disclosure ol'
contingent liabilities, at the end of the reporling period. Horvever, uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustrnent to
the carrying amount of the asset or liability affected in future periods. State all judgements,
estimates and assumptions made.

22
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NOTES TO THE FINANCIAL STATBMENTS
l. I ranslers lrom utner GoYernment Lntrtles

I Grants

OIllcc Listablislrrncnt Crarrt
'[otal

341 000

2. I i ti.+or
I i8 63

0

0
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. lCOMPENSATION OF EMPLOYEES

3. USE O}- GOODS AND SERVICES

0

112,963,759Basic salaries of permanent employees

0

0

0Basic wages of tenlporary employees
2,400,000 0Pension and other social security contributions
3,382,000 0Conrpulsory rratiortal social sccttt'ity scltcnrcs

t,770.000 0Other personnel paynents

I 20,515,759Total

I

5

0

0

0

0

3 00c
9 50

r,639 s57
Communicution, supplies and services

Dclmcstic tr.rvel and subsistence

Printing, ad'. crtising and information supplics &
servtccs

Rentals of assets

dlrlil' lcestlU S selvand

3,962,957 0Fuel and lubes
0Hospitaliry supplics and setvices 636,000

20,123,425 0Specialized rnaterials and services
t2,777,905 0Office and general supplies and services

6,168,247 0Other operating expenses

0

0

Routine maintenance - vehicles and other transport

ecluipment

Routine maintenancc - other assets -I 3 859..s60

3,461 ,85 I

0109,762,505'I'otal
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NOTES T0 THE FINANCTAL S"r'A'tEMENl'S (CON',TTNUED)

4. ACQUTSTTTON ()F ASSETS

0

0

0

144 r0r
42,362,900

0
(.)

0

9,640 ()

5 06t.207

1.769.680

0

0

0ii 97 7.135

7..538,78(r

r5,22 1.516

()verhaul of Vchiclcs lnd Other Transport Equiprncnt
Purchasc ol Ol1icc F'urniturc arrd Gcncral llqrrilrrncrrt

I'urcltasc oi'C'ct titrcci Scccl s,ll rg-d,Ug Slock 4nd L.ivt. ,(ninrals

liPurc ,,t Iasc [,zed lan Lli I l-l t1ct, an Ma.lrrdEq p ,!lc_ry_

'fotal uisition of assets

Construction and Civil Works

Refurbishrnent of Build

Rehabrlitation of Civil Works

93,716,784

t

Rehabilitatiorr anrl Rcnovation ol: Plant. lvlae hincrv ar,lri !,r.r:tl.- - -
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NOTES TO THE FINANCIAL STATEI\,IENTS (CONTINUED)

5. CASH AND BANK BALANCES

5.n. iiaiiii tsa.LAiiCES

Total

KShsKShs

19,123,414 0

Equitlt Bank Kenya,

I 00027976736 I ,

K:shs

19,123,414 0
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7. FINANCIAL RTSK N{ANAGEMEN'I'

The Mandera Municipality activities expose it to liquidity risks and effects

(i)Liquidity risk management

Ultirnate responsibility for liquidity risk management rests with the entity's directors,
who have built an appropriate liquidity risk management framework for the
management of the entity's short, medium and long-term funding and liquidity
management requirements. The entity manages liquidity risk through continuous
monitoring of forecasts and actual cash flows

The table below represents cash flows payable by the entity under non-dcrivative
financial liabilities by rheir remaining contractual maturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flow's. Balances
due within l2 rnonths equal their carrying balances, as the rmpact of discounting is not
signilicant.

8. RELATBD PARTY BALANCES

Nature of related party relationships

Mandera Municipality and other parties related to the entity 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
nrenrbers.

County Government of Mandcra

The Counfy Govemment of Mandera is the principal shareholder of the Mandera Municipality.
holding 100% of thc lts equity interest.
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6. APPENDICES

APPENDIX I: PROCRESS ON iTOI,I,O\[,UI, Ori; AUDI'I.Ott RECOMME,NDA.I.IOhIS

The following is the summary ul'issues raised by the external auditor, and manage,rtent

colnntents lnatwcre provioc<r to tllc lruoltor. we Iirve llor)u:latcci tbcai pcrsolrs to tcstlivc titc
various issues as shown belorv with thc associated tirnc {i'arne r,vithin which we expect the issues

to be resolved.

1 None None : I{one None I Ncruc

iViunicipal N4;irrag, r

I Iarsatiilo, r!' r\iiar,,\hdirllah,

Datc

I Ir:l r-l l;i [; i t rt ttr],.'

A,1.; il,"r,i,tli i l:'l.lll..
lCI,r\( K M,,r{t:. l5-r99.1

Datc

('ltairrtrlil r.rl litc licrarci

lialah N4rlini

Dat
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