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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

1. KEY ENTITY INFORMATION AND MANAGEMENT
a) Background information

The Elimu Fund is constituted as per the Mombasa County Education Development
Amendment Act 2017. The Fund is wholly owned by the County Government of
Mombasa and is domiciled in Kenya. It is headed by the CEO/Fund Administrator, who
is responsible for the day-to-day management of the Fund. It also has a Board of
Trustees headed by a Chairperson responsible for the general policy and strategic
direction of the Fund.

The fund’s objective is to mobilize resources to fund education for Mombasa residents

The Fund’s principal activity is to issue bursaries and loans to needy and bright
students of Mombasa County and solicit funds.

b) Principal Activities

The principal mandate of Elimu Fund is to solicit for funds and administer bursaries
and loans to the needy and bright students of Mombasa County.

Mission

Prioritize and facilitate quality learning for every child and young person in Mombasa
County

Vision

Increase the transition rate and eliminate illiteracy amongst children and youth

c) Board of Trustees/Fund Administration Committee

1 n/a ' Chairman, Board of Trustees
2 Aatifa Essa ' Board Member
'3 Nancy W. Mwashumbe ~ Board Member
‘4 Jackline Aming'a ' Board Member
'5 | Arnold Deche | Board Member
6 Asha Abdi ' Board Member
7 Tuni Mwalukumbi ' Board Member
'8 Innocent Mugabe ' Board Member
9 John M. Musuva ' Ag. CEO & Fund Administrator/Board
‘ Secretary

d) Key Management

1 John M. Musuva . Ag. CEO & Fund Administrator
; 2 | Randiek Odida - Financial Aid Manager
3  Alhadin Athman  Assistant Financial Aid Manager

2|i’.l‘.‘\‘
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

2. THE BOARD OF TRUSTEES

NAME

DETAILS OF QUALIFICATIONS AND
EXPERIENCE

BOARD MEMBER

Ms. Aatifa Essa was appointed as a Board
member in April 2016.

She holds BEng. In Chemical Engineering from
University of Nottingham, UK, Level 3
Information Technology from British Institute of
Technology and E- Commerce, UK.

She is currently the Managing Trustee, Café

Arabika and a Trustee of National Government
North Eastern Water Services Board.

NANCY W. MWASHUMBE

BOARD MEMBER

Ms. Nancy Mwashumbe was appointed as a
Board member in April 2016.

She holds a Bachelors Degree of Education from
Moi University.

She's currently Ag. Deputy Principal at Coast
Girls High School - Mombasa

She is also a member of the Executive
Committee of KNUT Mombasa Branch

4|Pa;
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JACKLINE AMING’A

BOARD MEMBER

Ms. Jackline Aming’a was appointed as a Board
member in April 2016.

She holds a Bachelor of Education from Mt. Kenya
University, Diploma in Media Studies — Freelance
and Feature writing from Institute of Commercial
Management - ICM UK.

She currently the Head of School — Oshwal
Academy Mombasa

BOARD MEMBER
Mr Arnold Deche was appointed as a Board
member in April 2016.
He holds a Bachelor of Architecture from
University of Nairobi.
He is the Principal and Founder of A.D Designs
Architects Mombasa with responsibilities of
sourcing projects, brief formulation and designs
supervision up to practical handing over.
He is also a registered member of Board of
Architects and Quantity Surveyors (BORAQS) and
also a registered corporate member of
Architectural Association of Kenya

BOARD MEMBER
Ms. Asha Abdi is an Ex Officio member of the
Board since June 2019. She is the County Chief
Officer of Finance & Economic Planning Mombasa
County.
She holds a Bachelors of Economics from
University of Nairobi and is currently completing her
Master's Degree in Project Planning &
Management.
She has vast experience in both the public and
private sector.
She served in the County Government of Isiolo
as the County Executive for Health and later as
the County Executive for Finance.




MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020
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TUNI MWALUKUMBI

BOARD MEMBER

Ms. Tuni Mwalukumbi is member of the Board from
April 2016. She was the County Chief Officer;
Departmentof Education and is therefore an Ex
Officio Member.

She holds a MBA Finance from University of
Nairobi, BA Social Studies from Moi University,
Certified Public Accountant - Kenya from
KASNEB. She is a registered member of the
Institute of Certified Public Accountants of Kenya
(ICPAK).

She has a vast experience in banking sector
where she worked with Kenya Commercial Bank
from 2006 to 2012 in different Managerial
capacities.

Her term ended on 315 January 2020

INNOCENT MUGABE

BOARD MEMBER

Mr. Innocent Mugabe is an Ex Officio member of
the Board since 1% April 2020. He is the County
Chief Officer Department of Education, Mombasa
County

He holds a Bachelor in Tourism from Moi
University. He has worked in the banking

sector for Barclays Bank, Kenya Commercial
Bank. He has been a lecturer at Moi University
and Technical University of Mombasa. He was
recently the Managing Director of TUMEL He

is also a Management Consultant and Director

of Sunset Paradise Homes

LR

JOHN MUSUVA

Ag. CEO & FUND ADMINISTRATOR/BOARD
SECRETARY

He was appointed on the position in April 2016.
He holds a Global MBA in Finance and Marketing
from Eastern University, Philadelphia USA and a
Bachelor of Commerce degree in Business
Administration from Daystar University.

He has over 26 years' experience in various
sectors in Kenya and USA

As the CEO & Fund Administrator, he is
responsible of the day-to-day management,
coordination and administration of the activities of
the Elimu Fund.
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Ag. CEO & FUND ADMINISTRATOR

John was appointed on the position in April 2016. He
holds a Global MBA in Finance and Marketing from
Eastern University, Philadelphia USA and a Bachelor of
Commerce degree in Business Administration from
Daystar University.

He has over 26 years’ experience in various sectors in
Kenya and USA

As the CEO & Fund Administrator, he is responsible of
the day-to-day management, coordination and
administration of the activities of the Elimu Fund.

RANDIEK ODIDA

FINANCIAL AID MANAGER

Mr. Odida is the Financial Aid Manager since his
appointment in February 2017.

He holds a Bachelor of Science in Business Statistics
from Makerere University. He has 6 years’ experience in
Bursary Management both as an Intern in the
Department of Education - Mombasa County and as a
Financial Aid Manager at Elimu Fund. He takes
responsibility of the day-to-day management of the
Bursary team of 8 Personnel.

ASSISTANT FINANCIAL AID MANAGER

Mr. Athman is the Assistant Financial Aid Manager of
Elimu Fund since his appointment on February 2017.
He holds a Diploma in Journalism and Mass
Communication from Mombasa Aviation Training
College. He has 6 years’ experience in Bursary
Management in the Department of Education- Mombasa
County and at Elimu Fund

He assists the Financial Aid Manager in the
responsibilities of the day-to-day management of the
Elimu Fund.

7|Page



MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

4. STATEMENT OF PERFORMANCE AGAINST COUNTY
ENTITY’S PREDETERMINED OBJECTIVES

Introduction

Section 164 (2) (f) of the Public Finance Management Act, 2012 requires that, at the
end of each financial year, the Accounting officer when preparing financial statements
of each County Government entity Government entities in accordance with the
standards and formats prescribed by the Public Sector Accounting Standards Board
includes a statement of the county government entity’s performance against
predetermined objectives.

The key development objectives of the Elimu Fund's 2019-2023 plan are:

a) To improve the transition rates.
b) To raise funds from donors.
c) To develop human resource.

Progress on attainment of Strategic development objectives
Below we provide the progress on attaining the stated objectives:

Bursaries and | Allocation of Improve d Bursaries In FY 19/20

Scholarships bursaries and | Transition rate | issued to over | we increased
scholarships from different | 9,000 students | the
to needy levels of toover 1,700 | beneficiaries
special needs, | Education institutions by 7.09%
secondary,
college and
university
students
Fund Raising Solicit funds Improve d Advertisement | Short listed
from donors in | Transition rate | for the Tender | Candidates for
order to from different | of consultancy | consultancy
administer levels of for provision of | for provision of
bursaries and | Education resource resource
loans mobilisation mobilisation
services services
Human Capacity Build | Improved Elimu Fund Selected
Resource the staff and delivery of Organograms | Courses for
Development | Board service to all Board
stakeholders Members and
the Elimu
Fund
Secretariat
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For thelyear ended June 30, 2020

D CHA!R"ERSON’S REPORT

nis a kdy pillar for social protection and development in Mombasa County
enya. Subsequently, the County Government of Mombasa continues to invest

Secohdary, Sp}cial Schools and University nationwide, enabling them to continue with

mobllization of funds so as to be able to increase the number of students accessing

that thLFund is in the process of development of programmes aimed at
f
ries and scholarships.

nclusion, | wish to take this opportunity to appreciate support from the County
rnment of Mombasa, fellow Board members, staff and management for their
ort during the year under review.

CHAIRPERSON - BOARD OF
STEES FLIMU FUND

I 9|Page




MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

6. REPORT OF THE FUND ADMINISTRATOR

This year the Bursaries were disbursed in three categories; secondary, special needs
and university. The secondary school category was divided into different sub
categories with the aim of increasing the impact where the bursary issued is
commensurate to the student's tuition fee.
These 3 categories were as follows;

i.  Secondary school were awarded as below;

a. Form one students attending public boarding secondary schools were
awarded Ksh. 20,000, those attending private boarding secondary
schools were awarded Ksh. 9,500 and those attending day schools
were awarded Ksh.7,500.

b. Form two, three and four students attending boarding secondary
schools were awarded Ksh. 8,500 while those attending day schools
were awarded Ksh. 7,000.

ii. Special needs students were awarded Ksh. 10,0000.
ii.  University students were awarded Ksh. 10,000.

Each beneficiary was handed their individual cheque and this created a buzz in the
community and an increase in the confidence in the County’s ability to assist their
children to continue with their education especially the fact that the awards were
commensurate to the amount of tuition fee.

This year Elimu Fund was directed by the new regulations that are aimed at efficiently
guiding the Bursary process for both Bursaries and Scholarships, and streamline the
legal processes as part of the many lessons that we have learnt from last year’s audit.
The Regulations are yet to be approved by the County Assembly.

Elimu Fund is determined to source funds from both local and foreign donors and not
just from the County Government. Over time, we have been unable to meet the
overwhelming numbers of needy cases and need additional funds to meet the demand
for Financial Assistance.

Elimu Fund has therefore advertised for the Tender for Consultancy for provision of
resource mobilisation services.

Key Board decisions in FY 2019/2020

+ The County Bursary should be timed according to opening of Schools; this is a
key factor in reducing child drop out during beginning of school years. The
Bursaries are determined by the current funds availed to Elimu Fund which do
not necessarily adhere to school open dates.

¢ The Bursary should be made available to all the Needy students of Mombasa
County and not just the best performers. There should not be a grading criterion
for the Bursaries; all Needy students should be given an equal opportunity.

 Engage and collect views from various key stakeholders across the County to
help us improve our networks and process and service delivery.

10|Page
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

e The Boardiapproved the total budget of Kshs 161,890,000 for FY2019/2020
nd sent it to the CEC for Education onward to the County Assembly for

pproval. |
 Elimu Fund will facilitate payment of the sponsored students of Mombasa City
olytechnics. Monitoring & Evaluation of the program will be done by the Elimu
und but| the technical side of things is left to the TVET officers of the
Department of Education.
o |The Fund may in future review the 70% Scholarship rule and may also choose

to fully sponsor needy cases.

bjectivesJ of the Fund in the coming Financial Year

A

®

<
——

* | Have thd new Regulations approved by the County Assembly and adapted
¢ | Consultancy for provision of resource mobilisation services
¢ Run the Loans and Scholarship program effectively in addition to Bursaries

¢! Develop a 5-year strategic plan.
o/ Recruit ‘dditional staff to run the Elimu Fund and achieve its mandate.

. Capaci: Build the staff and Board to improve delivery of service to all

stakeholders.
+ Engage with local, national and international partners to fund various financial

aid programs.
¢ Seek %digmze the application of Bursaries to improve service delivery and

reduce costs.
Develop an Elimu Fund interactive Website and have a vibrant and engaging

social media presence
We look forward to increasing opportunities to empower the youth and children of
Mambasa to increase their education, which will improve their futures

Si+ne

d: ’\_QVWQ '
JOHN M. MUSUVA

|

1
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

7. CORPORATE GOVERNANCE
STATEMENT THE BOARD

The Elimu Fund is constituted as per the Mombasa County Education Development
Amendment Act 2017 and is headed by the CEO/Fund Administrator, who is
responsible for the day-to-day management of the fund. It also has a Board of Trustees
headed by the chairperson responsible for the general policy and strategic direction of
the fund.

The Fund is committed to ensuring compliance with regulatory and supervisory
corporate governance requirements. Essential to the establishment of a corporate
governance framework in the Fund is a formal governance structure with the Board of
Trustees at its apex. The structure is designed to ensure an informed decision-making
process based on accurate reporting to the board.

THE BOARD OF TRUSTEES

The Board of Trustees shall be made up of eight trustees, who consist of a chairperson
and seven other members identified for appointment by the CEC in charge of
Education. The Board of Trustees is responsible for the long-term strategic direction of
the Fund and recruitment of the Fund Administrator and senior management. The
Board of Trustees exercises leadership, enterprise, integrity and judgment in directing
the Fund.

The trustees are provided with full, appropriate and timely information that enables
them to maintain full and effective control over the strategic, financial, operational and
compliance issues. The day-to-day running of the operations of the Fund is delegated
to the Fund administrator but the Board of Trustees is responsible for establishing and
maintaining the Fund's system of internal controls for the realization of its mandate of
providing financial aid to needy students in Mombasa County.

All members of the Board of Trustees have been taken through a comprehensive
induction programme and are adequately trained on their roles as board members.
The trustees are professional, committed and guided by the mission, vision and core
values of the Fund in execution of their duties. At the end of each financial year, the
board, its committees, individual trustees and the Fund Administrator are evaluated by
an independent body against targets agreed to at the beginning of the year.

BOARD MEETINGS
The Board of Trustees meets quarterly or as required in order to monitor the

implementation of the Fund's mandate. The Board of Trustees also approves all the
bursary payments to beneficiaries

12|Page
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MOMBASA COU‘I TY ELIMU FUND
Reports and Financial Statements

For the year ended June 30, 2020

STATEMENT OF CORPORATE GOVERNANCE

(CONTINUED) STATEMENT OF COMPLIANCE

The Beard of Trustees confirms that the Fund has throughout the FY2019/2020,
ied with all statutory and regulatory requirements in disbursement of financial aid
t the Fuhd has been managed in accordance with the principles of good

The trustees are responsible for reviewing the effectiveness of the Fund’s system of
internal control, I&vhich is designed to provide reasonable, but not absolute, assurance

A clear organizational structure exists, detailing lines of authority and control
resp@nsibilities; The professionalism and competence of staff is maintained throughout
its processes atnd performance. The Fund has identified training needs and will initiate
plans so that the staff will be trained, equipped and prepared so that they can
implément the Fund policies and functions.

Strategic Plar:il

ThelFund is working on its strategic plan, which will be for 5 years from 2019 to 2023.
Thejstrategic plan will set out the objectives of the Fund, and the annual targets to be
metl to attain those objectives in the following years. The strategic plan will be
evaluated quarterly to assess the achievement of those objectives. Progress against
the plan will be monitored frequently.

M agemenq Team

Th managé‘nent team headed by the Fund Administrator Mr John Musuva,
implements the board decisions and policies through action plans. The team meets

fund is audited by the Auditor-General.

13|Page



MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

8. MANAGEMENT DISCUSSION AND ANALYSIS

Financial Performance

Elimu Fund Key Projects

Category Awarded No. of | Amount Awarded
Amount Beneficiaries
Form 1
Public Boarding 20,000.00 523 10,460,000.00
Private Boarding 9,500.00 2,059 19,560,500.00
Day 7,500.00 627 4,702,500.00
Form2-3
Boarding 8,500.00 2,822 23,987,000.00
Day 7,000.00 1,945 13,615,000.00
Special Needs 10,000.00 444 4,440,000.00
University 10,000.00 1,316 13,160,000.00
 Total 9,736 89,925,000.00

Bursary assistance to Needy students in Mombasa County at all categories of
Education: Special Needs Schools, Secondary Schools & Tertiary Schools.

Elimu Fund aims at helping more needy students from Mombasa County and Kenya
at large. To achieve this goal, Elimu Fund plans to acquire consultancy for provision
of resource mobilization services as well as lobbying for more allocation from the
County Government of Mombasa.

Elimu Fund aims at having the new Regulations approved by the County Assembly and
adapted which will enable running the Loans and Scholarship program effectively in

addition to Bursaries.

Elimu Fund seeks to ensure development of human resource capacity through training
its staff in Kenya School of Government.

Elimu Fund seeks to ensure appointment of one missing member and the appointment
of a new chairperson into the Board since the former chair’s term expired.

Challenges

. Despite Government schools subsidizing tuition fee, many students or parents
are preferring private schools with a higher fee rate, which reflects an increase
in the demand for bursaries.

. Limited funds from the County Government to sustain the high level of
assistance requested by Needy cases in Mombasa County

Compliance with Statutory Requirement

Preparation and presentation of the Fund’s Financial Statements for the Audit purposes

Material arrears in statutory and other financial obligations

There are no arrears.

14|Page



MOMBASA UNTY ELIMU FUND
Reports and Financial Statements
Forthe year énded June 30, 2020

9. CORPO SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

Thq Elimu Fund did not undertake any CSR activities in the year ended June 30 2020.

H I5|Page




MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

10. REPORT OF THE TRUSTEES

The Trustees submit their report together with the audited financial statements for the
year ended June 30, 2020, which show the state of the Fund affairs.

Principal activities

The principal activities of the Fund continue to be administering the County Bursary
and giving out loans to assist students further their studies and to raise funds to fulfil
our mandate

Results
The results of the Fund for the year ended June 30, 2020 are set out on page 19.
Trustees

The members of the Board of Trustees who served during the year are shown on page
3. The changes in the Board during the financial year are as shown below:

1.1 Chairperson Edward Mwachinga's term ended on 15! April2019
1.2 Tuni Mwalukumbi was replaced by Innocent Mugabe on 1% Feb 2020

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.

—Jo

By Order of the Board
NANCY MWASHUMBE

Member of the Board of

Trustees Date: ngglz_xy ;

lI6|Pagpe
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MOMBASA COUNTY ELIMU FUND

Reports$ and Financial Statements

For the year end Td June 30, 2020
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 Elimu Fund established by the Mombasa County
Educatibn Development Act 2014 shall prepare financial statements for the Fund in
accordance with [the standards and formats prescribed by the Public Sector
ing Standards Board.

inistrator of the Elimu Fund is responsible for the preparation and presentation
nd'’s financial statements, which give a true and fair view of the state of affairs
und for anqd as at the end of the financial year ended on June 30, 2020. This
ibility includes: (i) maintaining adequate financial management arrangements
uring that these continue to be effective throughout the reporting period; (ii)
ing proper accounting records, which disclose with reasonable accuracy at any
financial position of the Fund; (iii) designing, implementing and maintaining
controls felevant to the preparation and fair presentation of the financial
nts, and ensuring that they are free from material misstatements, whether due
or fraud;li.v) safeguarding the assets of the Fund; (v) selecting and applying
iate accounting policies; and (vi) making accounting estimates that are

ble in the Ibircumstances.
1

ministrator of the Elimu Fund accepts responsibility for the Fund's financial
nts, which have been prepared using appropriate accounting policies supported
by reagonable 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 Mombasa County Education Development Amended Act, 2017. The
Administrator of the Fund is of the opinion that the Fund’s financial statements give a
true and fair view of the state of Fund’s transactions during the financial year ended
June 30, 2020, and of the Fund’s financial position as at that date. The Administrator
further|confirm the completeness of the accounting records maintained for the Fund,
which have been relied upon in the preparation of the Fund'’s financial statements as
well ag the adeqn'acy of the systems of internal financial control.

ring the financial statements, the Administrator of the Elimu Fund has assessed
the Fuhd’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.
has come to the attention of the Administrator to indicate that the Fund will not
a going concern for at least the next twelve months from the date of this
statement. .

Appraval of th%ﬁnancial statements

The Rund’s financial statements were approved by the Board on ___ 7[>

2020 and signed on its behalf by:

wa

AdmiJistrator ofﬁhe Elimu Fund

17|Page




MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

12.REPORT OF THE INDEPENDENT AUDITOR

18|Pagec
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ent Act, !

ON THEEI FINANCIAL STATEMENTS

| have audited the accompanying financial statements of Mombasa County Elimu Fund

19 to 54, which comprise the statement of financial position as at

8, 2020, the statement of financial performance, statement of changes in net
assets, | tatemen of cash flows and statement of comparison of budget and actual

»ar then ended, and a summary of significant accounting policies and
information in accordance with the provisions of Article 229 of the
ya and Section 35 of the Public Audit Act, 2015. | have obtained all
explanations which, to the best of my knowledge and belief, were

inancial statements present fairly, in all material respects, the financial
mbasa County Elimu Fund as at 30 June, 2020, and of its financial
s cash flows for the year then ended, in accordance with International
ounting Standards (Accrual Basis) and comply with the Mombasa
Development (Amendment) Act, 2017 and the Public Finance
012.

ducted in accordance with International Standards of Supreme Audit

th ISSAlI 130 on Code of Ethics. | have fulfiled other ethical
accordance with the ISSAI and in accordance with other ethical

atements are transitional statements from cash basis accounting
rnational Public Sector Accounting Standards (Accruals Basis).

ndard by the client.

Report o

e Auditor-

eneral on Mombasa County Elimu Fund for the year ended 30 June, 2020




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
Budgetary Control and Performance

The Fund had approved expenditure budget of Kshs.161,890,000 voted for the financial
year 2019/2020 against actual expenditure of Kshs.103,245,306, resulting to net under
absorption of Kshs.58,644,694 or 36% of the voted amount.

This under absorption indicates that some activities planned for the year were not
undertaken which may have had a negative effect on the delivery of goods and services
to the residents of Mombasa county.

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 Lawfulness
and Effectiveness in Use of Public Resources section of my report, | 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

1.0 Irregular Payment of Bursaries

As disclosed in Note 6 to the financial statements, the statement of financial performance,
reflects payments totalling Kshs.89,559,500 in respect of bursaries. However, the criteria
used to select and vet students to receive bursary were not provided for audit verification.
In the absence of such criteria, the objective of the Fund which is to support needy and
bright students may not be realized.

Further, included in Kshs.89,559,500 are bursaries amounting to Kshs.1,433,000
awarded to students with no admission numbers or students with similar names and
admission numbers. This is contrary to Section 149(1) of the Public Finance Management
Act, 2012 which states that ‘An accounting Officer is accountable to the county assembly
for ensuring that the resources of the entity for which the officer is designated are used in
a way that is(a) lawful and authorized; and (b)effective, efficient, economical and
transparent'.

In the circumstances, the regularity and propriety of payment of bursaries totalling
Kshs.89,925,000 could not be confirmed.

2.0 Inadequate Enabling Legislation

As previously reported, audit review of the Mombasa County Education Development
(Amendment) Act, 2017, revealed that the Act does not provide for the procedure for
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winding up of the Fund. This is contrary to Regulation 198 of the Public Finance
Managément (County Governments) Regulations, 2015, which requires the County
Executive Committee Member to provide for the management, operation and winding up
proceddres in the guidelines for establishing each Fund.

In the circumstanges, the Management was in breach of the law.

The audit was canducted in accordance with ISSAI 4000. The standard requires that |
complylwith ethigal 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. | believe that the audit evidence | have obtained is sufficient and appropriate
to provifle 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
proceddres perfo}med, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require ithat | plah and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. | believe that the audit evidence | have
efl is sufficient and appropriate to provide a basis for my conclusion.

Basis) and for such internal control as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or effor and for its assessment of the effectiveness of internal control, risk
managément and governance.

In preparing the ginancial statements, Management is responsible for assessing the
Fund's &bility to continue to sustain its services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Managément is aware of the intention to dissolve the Fund or cease operations.

Managément is also responsible for the submission of the financial statements to the
AuditoriGeneral m accordance with the provisions of Section 47 of the Public Audit Act,
2015.

In addition to the responsibility for the preparation and presentation of the financial
statemé@nts descrtibed above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
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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 Fund's financial
reporting process, reviewing the effectiveness of how the entity 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 Audit

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 ISSAls 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.

In 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, | 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(1)(a) 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 ISSAls. 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
Fund's policies and procedures may deteriorate.
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of an audit conducted in accordance with ISSAls, | exercise professional
nt and maintain professional skepticism throughout the audit. | also:

risks, and obtain audit evidence that is sufficient and appropriate to provide a
is for my opinion. The risk of not detecting a material misstatement resulting from
is higher than for one resulting from error, as fraud may involve collusion,
ry, intentional omissions, misrepresentations, or the override of internal control.

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

lude on the appropriateness of the Management's use of the applicable basis of
unting and, based on the audit evidence obtained, whether a material uncertainty
s related 'to events or conditions that may cast significant doubt on the Fund's
y to continue to sustain its services. If | conclude that a material uncertainty exists,
required to draw attention in the auditor's report to the related disclosures in the
cial statements or, if such disclosures are inadequate, to modify my opinion. My
lusions are based on the audit evidence obtained up to the date of my audit

» Evaluate the pverall presentation, structure and content of the financial statements,
including the | disclosures, and whether the financial statements represent the
rlying transactions and events in a manner that achieves fair presentation.

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

e Perform such other procedures as | consider necessary in the circumstances.

| 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 intemal contral that are identified during the audit.

| also provide nagement with a statement that | have complied with relevant ethical
requirgments rZ{}arding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, relatéd safeguards.

CPAN

ncy Ga u, CBS
AUDITOR-GENERAL

Nairobi

08 February, 2022
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year end1 d June 30, 2020

13.FINANCIAL SLI’ATEMENTS

13.1. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED

JUNE 30 2020
Note 2019/2020 2018/2019
KShs KShs
Revenue from non-exchange transactions
Public gontributions and donations 1
Transfefs from the County Government 2 106,002,080.80 164,260,631.00
Fines, penalties and other levies 3
Total | 106,002,080.80 164,260,631.00
Revenue from exchange transactions
Interestiincome | 4
Other income |
Total Revenue 106,002,080.80 164,260,631.00
Expenses
Bursarigs | 6 (89,925,000.00) | 110,572,672.00
Fund administration expenses 7 (10,733,183.80) 9,961,372.00
General expenses | 8 (2,587,123.00) 5,778.00
Finance costs 9
Total expenses |
(103,245,306.80) 120,539,822.00
Other gains/losses
Gainlloi on disposal of assets 10

Surplug/(deficit) for the period

2,756,774.00

43,720,809.00

The nolLs set out on pages 41 to 53 form an integral part of these Financial Statements
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

13.2. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020

2019/2020 2018/2019
KShs KShs
Assets
Current assets
Cash and cash equivalents 11 6,900,630.00 4,140,004.00
Current portion of Ilong-term receivables from 12 160.286.240.00 | 160,286,240.00
exchange transactions
Prepayments 13
Inventories 14
167,186,870.00 | 164,426,244.00
Non-current assets
Property, plant and equipment 15 7,704.00 11,556.00
Intangible assets 16
Long term receivables from exchange
transactions
Total assets 167,194,574.00 | 164,437,800.00
Liabilities
Current liabilities
Trade and other payables from exchange 17
transactions
Provisions 18
Current portion of borrowings 19

Employee benefit obligations

Non-current liabilities

Non-current employee benefit obligation

Long term portion of borrowings

Total liabilities

Net assets

167,194,574.00

164,437,800.00

Revolving Fund

Reserves

Accumulated surplus

167,194,574.00

164,437,800.00

Total net assets and liabilities

167,194,5674.00

164,437,800.00

The accounting policies and explanatory notes to these financial statements form an
integral part of the financial statements. The entity financial statements were approved

I b

Fund Accountant
Name: Dawson Mzenge
ICPAK Number: 21566

on_ \ili

g

Administrator of the Fund
Name: John Musuva

2020 and signed by:
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MOMBASA COUNTY ELIMU FUND

Reports and Fin

cial Statements

For the year ended June 30, 2020

13.3. S1 ATEMEN*I' OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2020

Revolving | Revaluation Accumulated
Fund Reserve surplus | Total
KShs KShs KShs

- —4— 4

Balancd as at 1 July
2018

120,716,991.00

120,716,991.00

Prior anr Adjustment

Surplus/ideficit) for the
period '

43,720,809.00

43,720,809.00

Funds rfceived dur?ng the
year 1

' 1

Revalu*ion gain

Balance as at 30 June
2019

164,437,800.00

164,437,800.00

-
|

Balancg as at 1 Jt'lly

2019

164,437,800.00

164,437,800.00

Prior year adjustm@nt

Surplus/(deficit) for the

. 2,756,774.00 2,756,774.00
period |
Funds Teceived during the
ear |
Revalugtion gain |
-
Balance as at 30 June
2020 |
i
' 167,194,574.00 | 167,194,574.00

L
|
|

(Prov#de detaiIJ on the nature and purpose of reserves)
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

13.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2020

Note 2019/2020 2018/2019
KShs KShs

Cash flows from operating activities
Revenue
Public contributions and donations 1
Transfers from the County Government 2 106,002,080.80 164,260,631.00
Interest received 4
Receipts from other operating activities 5
Total Revenue 106,002,080.80 164,260,631.00
Expenses
Bursaries 6 (89,925,000.00) (110,572,672.00)
Fund administration expenses 7 (10,733,183.80) (9,961,372.00)
General expenses 8 (2,587,123.00) (5,778.00)
Finance costs 9
Total Expenses (103,245,306.80) (120,539,822.00)
Operating surplus before working capital 2,756,774.00 43,720,809.00
Trade receivables — (Increase)/decrease (62,732,889.00)
Trade Payables (231,700.00)
Depreciation 3,852.00 5,778.00
Prior year adjustment
Net cash flows from operating activities 2,760,626.00 (19,238,002.00)
Cash flows from investing activities (19,238,002.00)
Purchase of property, plant, equipment and 15
intangible assets
Proceeds from sale of property, plant and
equipment
Proceeds from loan principal repayments
Net cash flows used in investing activities 5
Cash flows from financing activities
Proceeds from revolving fund receipts
Additional borrowings 19
Net cash flows used in financing
activities .
Net increase/(decrease)in cash and cash
equivalents 2,760,626.00 (19,238,002.00)
Cash and cash equivalents at 1 JULY 2018 4,140,004.00 23,378,006.00
Cash and cash equivalents at 30 JUNE 2019 6,900,630.00 4,140,004.00
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MOMBASA COUNTY ELIMU FUND

Reports and Financial Statements

For r

13.5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEA

R ENDED JUNE 30 2020

Original : Actual on Performance
budget Adjustments Final budget comparable basis difference %
— S — 2020 2020 2 2020 2020 Utilisation
2020 2020 2020 2020 ~2020f2020 |
Revenue KShs KShs KShs |[KShs lKShs
Public contributions and
donations
Transfers from County Govt. 161,890,000 (55,887,919 106,002,08 106,002,081 Q 100
Interest income
Other income
Total income 161,890,000 (55,887,919 106,002,08 106,002,081 (i 100%
Expenses KShs KShs KShs KShs KShs
Bursaries 150,000,000 150,000,000 89.925.000.00 60,075,000 60%
Fund Administration Expenses 10,284,863 10,284,863
10,733,183 80 448,321 104%
General Expenses 1,605,137 0 1,605,137 B
2,587,123.00 981.8 161%
Total expenditure 161,890,000 0 161,890,000
N 103,245,306, 58'644-6931 64

Budget notes

1. Provide explanation of differences between actual and budgeted amounts (10% over/ under) IPSAS 24.14
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MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements

For the year ended June 30, 2020

2. Provide an explanation of changes between original and final budget indicating whether the difference is due to reallocations or
other causes. (IPSAS 24. 29)

3. Where the total of actual on comparable basis does not tie to the statement of financial performance totals due to differences in
accounting basis (budget is cash basis, statement of financial performance is accrual) provide a reconciliation.
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The findncial statéments have been prepared on the basis of historical cost, unless
stated hemise.rﬂ'he cash flow statement is prepared using the direct method. The

financial statements are prepared on accrual basis.

2. Adoption of riew and revised standards

a) Relévant new standards and amendments to published standards effective
for the year ended 30 June 2020

Standard | ' Impact

IPSAS 40: | ' Applicable: 1%t January 2019

Public Sector ' The standard covers public sector combinations arising from
Combinations ' exchange transactions in which case they are treated similarly

'with IFRS 3 (applicable to acquisitions only). Business

' combinations and combinations arising from non-exchange
transactions are covered purely under Public Sector
| combinations as amalgamations.

b) Naﬁv and amended standards and interpretations in issue but not yet effective
inth

in the year ended 30 June 2020
tandard ' Effective date and impact:
SAS 41 T Applicable: 1%t January 2022:
inancial ' The objective of IPSAS 41 is to establish principles for the
nstruments  financial reporting of financial assets and liabilities that will

! present relevant and useful information to users of financial
i L statements for their assessment of the amounts, timing and
| uncertainty of an entity’s future cash flows.
.‘ ' IPSAS 41 provides users of financial statements with more
- useful information than IPSAS 29, by:
* Applying a single classification and measurement
model for financial assets that considers the
characteristics of the asset's cash flows and the

objective for which the asset is held;
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* 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 model 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.
IPSAS 42: Social Applicable: 15t January 2022
Benefits The objective of this Standard 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 information 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 flows.

c) Early adoption of standards
d) The entity did not early — adopt any new or amended standards in year 2020.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3. Revenue recognition
i) Revenue from ‘Pon-exchange transactions

Transfefs from other government entities

Revenués from non-exchange transactions with other government entities are
measuréd at fair value and recognized on obtaining control of the asset (cash, goods,
services/and property) if the transfer is free from conditions and it is probable that the
economic benefits or service potential related to the asset will flow to the entity and
can be measured reliably.

evenue from exchange transactions
Interest income

Interest| income i$ accrued using the effective yield method. The effective yield
discounts estimatdld future cash receipts through the expected life of the financial asset
to that @sset's net carrying amount. The method applies this yield to the principal
outstanding to detérmine interest income each period.

4. Budget information

The original budget for FY 2019/2020 was approved by the County Assembly on June
2019. S bsequenl revisions or additional appropriations were made to the approved
budget lin accordance with specific approvals from the appropriate authorities. The
additionfal appropriations are added to the original budget by the entity upon receiving
the respective apbrovals in order to conclude the final budget. Accordingly, the Fund
recorded additional appropriations of Kshs 0 on the FY 2019/2020 budget following
the governing body’s approval.

The entity's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are
preparéd on accrual basis using a classification based on the nature of expenses in
the stalement of financial performance, whereas the budget is prepared on a cash
basis. The amounts in the financial statements were recast from the accrual basis to
the cagh basis and reclassified by presentation to be on the same basis as the
approved budget. A comparison of budget and actual amounts, prepared on a
compatable basi$ to the approved budget, is then presented in the statement of
compatison of budget and actual amounts.

|

In addition to the Basis difference, adjustments to amounts in the financial statements
differences in the formats and classification schemes adopted for
f the financial statements and the approved budget.

ent of comparison of budget and actual amounts and the actuals as per the
ent of financial performance has been presented under section xxx of these
ial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

5. Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that 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 entity recognizes such parts as individual
assets with specific useful lives and depreciates them accordingly. Likewise, when a
maijor inspection is performed, its cost is recognized in the carrying amount of the plant
and equipment as a replacement if the recognition criteria are satisfied. All other repair
and maintenance costs are recognized in surplus or deficit 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 assets

Intangible assets acquired separately are initially recognized at cost. The cost of
intangible assets acquired in a non-exchange transaction is their fair value at the date
of the exchange. Following initial recognition, intangible assets are carried at cost less
any accumulated amortization and accumulated impairment losses. Internally
generated intangible assets, excluding capitalized development costs, are not
capitalized and expenditure is reflected in surplus or deficit in the period in which the
expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.
7. Financial instruments

Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified 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 and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortized cost using the effective
interest method, less impairment. Amortized 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. Losses arising from impairment are recognized in the surplus
or deficit.
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Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Entity has the positive intention
and ability to hold it to maturity. After initial measurement, held-to-maturity investments

ising from impairment are recognized in surplus or deficit.
ent of fingncial assets

assesses at each reporting date whether there is objective evidence that a
asset or @ entity of financial assets is impaired. A financial asset or a entity of
assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial
recognition of the isset (an incurred ‘loss event’) and that loss event has an impact on
the estimated future cash flows of the financial asset or the entity of financial assets
that can be reliably estimated. Evidence of impairment may include the following
indicators:

» Thedebtors oqa entity of debtors are experiencing significant financial difficulty
Default or delidquency in interest or principal payments

Thelprobability that debtors will enter bankruptcy or other financial reorganization

v ¥V ¥

Observable data indicates a measurable decrease in estimated future cash flows
(e.gl changes In arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measurement

fair valde through surplus or deficit or loans and borrowings, as appropriate. The Entity

Financial Iiabilitiel within the scope of IPSAS 29 are classified as financial liabilities at
determines the classification of its financial liabilities at initial recognition.

All finahcial liabilifies are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

Loansand born*wing

After ihitial recognition, interest bearing loans and borrowings are subsequently
measured at amartized 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 efféctive interest method amortization process.

Amortized 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Inventories

Inventory 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 to its present location and conditions are
accounted for, as follows:

» Raw materials: purchase cost using the weighted average cost method

» Finished goods and work in progress: cost of direct materials and labour and a
proportion of manufacturing overheads based on the normal operating capacity,
but excluding borrowing 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 Entity.

9. Provisions

Provisions are recognized when the Entity 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 reliable estimate can be made of the amount of the obligation.

Where the 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 when the reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial
performance net of any reimbursement.

Contingent liabilities

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
outflow of resources embodying economic benefits or service potential is remote.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contingént assets

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 ungertain future events not wholly within the control of the Entity in the notes to

ial statements. Contingent assets are assessed continually to ensure that
ents arerxpropriately reflected in the financial statements. If it has become
ertain that an inflow of economic benefits or service potential will arise and
's value gan be measured reliably, the asset and the related revenue are
d in the financial statements of the period in which the change occurs.

e and putpose of reserves

creates and maintains reserves in terms of specific requirements. The Elimu
s not yet have any reserves and will soon develop policies to govern future

ges in accounting policies and estimates

recognizes the effects of changes in accounting policy retrospectively. The

ions into @ separate entity (a fund), and will have no legal or constructive
obligatian to pay further contributions if the fund does not hold sufficient assets topay
all employee beneﬁts relating to employee service in the current and prior periods. The
contributions to fund obligations for the payment of retirement benefits are charged
against Income in the year in which they become payable.

ion plans. The defined benefit funds are actuarially valued tri-annually on the
unit cr method basis. Deficits identified are recovered through lump sum
s or increased future contributions on proportional basis to all participating
rs. The c?ntributions and lump sum payments reduce the post-employment

benefit @bligation.

13. Foreign currency transactions

ions in foreign currencies are initially accounted for at the ruling rate of
e on the ¢ate of the transaction. Trade creditors or debtors denominated in
urrency are reported at the statement of financial position reporting date by
the exchange rate on that date. Exchange differences arising from the
nt of creditors, or from the reporting of creditors at rates different from those
they we‘% initially recorded during the period, are recognized as income or
s in the périod in which they arise
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

14. Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
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 when construction of the asset is complete. Further borrowing
costs are charged to the statement of financial performance.

15. Related parties

The Entity regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Entity, or vice
versa. Members of key management are regarded as related parties and comprise the
directors, the CEO and senior managers.

16.Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term
deposits on call and highly liquid investments with an original maturity of three months
or less, which are readily convertible to 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 short term cash imprests and advances to authorized public officers and/or
institutions which were not surrendered or accounted for at the end of the financial
year.

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 material adjusting and non- adjusting events after the reporting period.
19. Ultimate and Holding Entity

The entity is a County Public Fund established by the Mombasa County Education
Development Act 2014 under the Department of Education. Its ultimate parent is the
County Government of Mombasa.

20. Currency

The financial statements are presented in Kenya Shillings (KShs).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

21, Significant judgments and sources of estimation uncertainty

Estimatés and assumptions — The key assumptions concerning the future and other
s of estimation uncertainty at the reporting date, that have a significantrisk

estimateés on parameters available when the consolidated financial statements were
prepare However, existing circumstances and assumptions about future
develo

ents mj'%change due to market changes or circumstances arising beyond

to inform potential future use and value from disposal:

ndition &f the asset based on the assessment of experts employed by the

in Note xxx. |

Provisibns are measured at the management's best estimate of the expenditure
to settle the obligation at the reporting date, and are discounted to present
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

22. Financial risk management

The Fund'’s activities expose it to a variety of financial risks including credit and liquidity
risks and effects of changes in foreign currency. The Fund’s overall risk management
programme focuses on unpredictability of changes in the business environment and
seeks to minimize the potential adverse effect of such risks on its performance by
setting acceptable levels of risk. The Fund 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 Fund’s financial risk management objectives and policies are detailed below:

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable
to pay amounts in full when due. Credit risk arises from cash and cash equivalents,
and 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 with limits set by the directors. The
amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the entity's management based on prior experience
and their assessment of the current economic environment.

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:

Total Fully Past | Impaired
amount | performing due KShs
KShs KShs | KShs
At 30 June 2019
Receivables from exchange transactions 0 0 0 0
Receivables from non-exchange 0 0 0 0
transactions
Bank balances 0 0 0 0
Total 0 0 0 0
At 30 June 2018
Receivables from exchange transactions 0 0 0 0
Receivables from non-exchange 0 0 0 0
transactions
Bank balances 0 0 0 0
Total 0 0 0 0
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The customers under the fully performing category are paying their debts as they
continue trading. The credit risk associated with these receivables 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 has significant concentration of credit risk on amounts due.

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

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Fund Administrator,
who has 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 Fund 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 12 months equal their carrying balances, as the impact of discounting is not
significant.

Less than Between Over 5 Total
1 month 1-3 | months
months
KShs KShs KShs KShs

At 30 June 2019
Trade payables

Current portion of
borrowings

Provisions

Employee benefit obligation
Total

At 30 June 2018

Trade payables

Current portion of
borrowings

Provisions

Employee benefit obligation
Total
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Market risk

J
The boald has put in place an internal audit function to assist it in assessing the risk
faced by the entity on an ongoing basis, evaluate and test the design and effectiveness
of its intdrnal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate,
equity pfices and foreign exchange rates which will affect the entity’s income or the
value ofjts holding of financial instruments. The objective of market risk management
is to mahage and control market risk exposures within acceptable parameters, while
optimising the return. Overall responsibility for managing market risk rests with the
Audit and Risk Management Committee.

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

!
The Fund's Fina?e Department is responsible for the development of detailed risk
Commitiee) and far 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
which itimanages Pnd measures the risk.

i. Forgign currency risk

The entity has transactional currency exposures. Such exposure arises through
purchages of goads and services that are done in currencies other than the local
currengy. Invoices denominated in foreign currencies are paid after 30 days from the
date ofithe invoice and conversion at the time of payment is done using the prevailing
exchange rate.

The cafrying amint of the entity’s foreign currency denominated monetary assets and
monetary liabiliti 's at the end of the reporting period are as follows:

Other
? currencies

| KShs KShs KShs

Total

At 30/ June 201
Finari:ial assets ||
Inves]ments
Cash]
Debtirsl receivables
Liabilities
Trade and other payables
Borrgwings
Net foreign currency asset/(liability)

The Rund manages foreign exchange risk form future commercial transactions and
recoghised assets and liabilities by projecting for expected sales proceeds and
matching the same with expected payments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currency sensitivity analysis

The following table demonstrates the effect on the Fund's statement of financial
performance on applying the sensitivity for a reasonable possible change in the
exchange rate of the three main transaction currencies, with all other variables held
constant. The reverse would also occur if the Kenya Shilling appreciated with all other
variables held constant.

Change in Effect on Effect on
currency rate |  surplus/ deficit equity
KShs KShs KShs
2019
Euro 10%
usD 10%
2018
Euro 10%
USD 10%

Interest rate risk

Interest rate risk is the risk that the entity’s financial condition 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 Fund 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

To manage the interest rate risk, management has endeavoured to bank with
institutions that offer favourable interest rates.

Sensitivity analysis

The Fund analyses 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 income if current floating interest rates increase/decrease
by one percentage point as a decrease/increase of KShs 0 (2019: KShs 0). A rate
increase/decrease of 5% would result in a decrease/increase in profit before tax of
KShs 0 (2018 — KShs 0)

38|Page



MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020
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d) Capifal risk management

The objective of the Fund's capital risk management is to safeguard the Fund’s
ability tojcontinue as a going concern. The entity capital structure comprises of the

following funds:

2020 2019
KShs KShs
Revaluation res rve
Revol/ing fund |
Accu}lulateds plus
Total funds

Totallborrowin

Less{ cash and bank balances

Net debt/(excess cash and cash
equivalents)

Geating
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13.7. NOTES TO THE FINANCIAL STATEMENTS

1. Public contributions and donations

Description 2019/2020 2018/2019
KShs KShs
Donation from development partners 0 0
Contributions from the public 0 0
Total 0 0
2. Transfers from County Government
Description 2019/2020 2018/2019
KShs KShs
Transfers from County Govt. — operations 100,000,000.00 159,017,061.00
Payments by County on behalf of the entity 6,002,080.80 5,243,570.00
Total 106,002,080.80 164,260,631.00
3. Fines, penalties and other levies
Description 2019/2020 2018/2019
KShs KShs
Late payment penalties 0 0
Fines 0 0
Total 0 0
4. Interest income
Description 2019/2020 2018/2019
KShs KShs
Interest income from Mortgage loans 0 0
Interest income from car loans 0 0
Interest income from investments 0 0
Interest income on bank deposits 0 0
Total interest income 0 0

40|Page




MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

5. Other income

Description 2019/2020 2018/2019

! KShs KShs

Insurahce recoveries 0 0

Incom} from sa@of tender documents 0 0

Miscellaneous inbome 0 0

Total bther income 0 0

6. Bur+ries

Description | 2019/2020 2018/2019

) KShs KShs

Bursafles — Secondary Schools 72,325,000 87,600,000

Bursafles — Special Needs 4,360,000 5,320,000

Bursafies - Col 13,240,000 1,368,500

Other Current Transfers and Grants 16,284,172

Total 89,925,000.00 110,572,672

|
A Fur+ admini#ftation expenses
Description | 2019/2020 201 8:2013[
KShs| KShs|
Board Allowances & Expenses 182,900.00 80,500.00
Staff Gosts (Note 7(a) 8,987,680.80 7,748,770.00
Accouting fees | 75,000.00 45,000.00
Bank Charges | 129,593.00 120,876.00
Bursaly Chequ l printing cost 703,010.00! 633,220.00
SFAC Allowances 655,000.00 1,006,700.00
Other|Expenses, 326,306.00
Total [ 10,733,183.80 9,961,372.00
|

41|Page



MOMBASA COUNTY ELIMU FUND
Reports and Financial Statements
For the year ended June 30, 2020

7(a) Staff costs

Description 2019/2020 2018/2019
KShs KShs

Salaries and wages 5,498,430.00 5,243,570.00

Staff gratuity 503,650.80

Staff training expenses

Social security contribution

Lunch Allowances (Bursary Beneficiaries) 1,066,500.00

Casual Allowances 981,600.00 1,237,200.00

Staff Allowances 937,500.00 1,268,000.00

Total 8,987,680.80 7,748,770.00
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8. General expen

es

Description

2019/2020

KShs

2018/2019
KShs |

sl

Consumiables

2,680

Electricity and wa

rexpenses

]

Fuel and oil costs

Insuranle costs

Postagd

| Printingfand stati

ery

' Rental gosts

Security| costs
Telecommunicati

Bank Cllarges

! HOSpitaiity
' Deprecigtion and

mortization costs

3,852

Other ekpenses

2,579,419

2,583,271

Total I
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isposal of assets

11. Cashjand cash equivalents
' Descrigition 2019/2020 2018/2019.
I KShs ' KShsJ
Car loaf) account 0
County];xortgage account 7 0 __|
leed d}posns acgount 0 - 7¥ON:
On - cal| | deposits 0 0
Current account 6,900,630 | ;,140.004
(cash || 0 ]
Total clsh and c§sh equivalents 6,900,630 4,140,000 |

( The anlounr shot

statement of cash

d agree with the closmg and opening balances as included in the

ows)
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Detailed analysis o

f the cash and cash equivalents are as follows:

2019/2020 2018/2019

Financial institution

Account
‘ number KShs KShs
a) Fixed deposits account
Kenyl Commergial Bank 0 0
Equity Bank, ete 0 0
Sub-total ‘ 0 0
b) On -kcall deposits
Kenya Commergial Bank 0 0
Equity Bank - ef¢ 0 0
Sub- total 0 0
c) Current account
Kenya Commercial Bank 1168118506 6,900,630 4,140,004
Bank B 0 0
Subs total ; 6,900,630 4,140,004
|
d) Othérs (specify) 0 0
Cash in transit | 0 0
Cash in hand 0 0
M Pesa 0 0
Sub* total 0 0
Grand total 6,900,630 4,140,004
12.Receivables from exchange transactions
Description 2019/2020 | 2018/2019
‘ KShs KShs
Current Receivables
Transfers from County Treasury 160,286,240 | 160,286,240
Interest receivab
Current loan repayments due
Other xchangejebtors (Imprests)
Less: impairment allowance
Total Current receivables 160,286,240 | 160,286,240
Non -Current reéceivables
Long ferm loan répayments due
Total Non- current receivables

(The recei
revenue ta

-

crues from FY2017-2018 and 2018-19 and may not be realized due the unrealized

ble above
ets by the County Government.)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13.Prepayments

14.Inventories

Description 2019/2020 2018/2019
KShs KShs
Consumable stores 0 0
Spare parts and meters 0 0
Catering 0 0
Other inventories(specify) 0 0
Total inventories at the lower of cost and net
realizable value 0 0
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15.Property, plant and equipment

Land and Motor | Furniture and | Computers and Total
= — — Buildings | vehicles : . office |
equipment
KShs KShs KShs KShs KShs

Bal as at 15t July 2019 26,000 26,000
Additions
Disposals
Transfers/adjustments
Total Cost as at 30" June 2020 26,000 26,000
Depreciation and impairment
Bal b/f as at 15t July 2019 14,444 14,444
Depreciation charge for the year 3,852 3,852
Impairment
Accumulated Depreciation as at 30'" June 2019 18,296 18,296
NBV as at 30" June 2020 7,704 7,704
NBYV as at 30" June 2019 11,556 11,556
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16. Intangible assets-software

Description

2019/2020

2018/2019

KShs

KShs

Cost

At beginning of the year

Additions

At end of the year

Amortization and impairment

At beginning of the year

Amortization

At end of the year

Impairment loss

At end of the year

NBV

17. Trade and other payables from exchange transactions

Description

2019/2020

2018/2019

KShs

KShs

Trade payables

Refundable deposits

Accrued expenses —(Accounting Fees)

General Expenses

Other payables — SFAC Allowances

Total trade and other payables

18. Provisions

Description

Leave Bonus
provision |provision

Other | Total
provision

KShs KShs

KShs | KShs

Balance at the beginning of the year
(1.07.2018)

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 (30.06.2019)
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19. Borrowings

Description

2019/2020

2018/2019

KShs

KShs

Balange at begi

nning of the period

External borrowings during the year

Domestic borrowings during the year

period

Repa»]'nents of Tdernal borrowings during the

period

Repa)fnents of abmestic borrowings during the

Balante at end

of the period

The tablé below s
borrowings:

+ws the classification of borrowings into external and domestic

2019/2020

2018/2019

KShs

KShs

External Borroq)ings

Dollar/denominated loan

Sterling Pound denominated loan

Euro denominatéd loan

Domestic Borrowings

Kenya Shilling |

n from KCB

Kenya Shilling Ic

an from Barclays Bank

Kenya Shilling Ia

an from Consolidated Bank

Borrowings fro

other government institutions

Total balance

end of the year

[=llellellelle]llelle]lle]le]

[=llelles]llelle]lle]le]le]le]

The table below s

Iwas the classification of borrowings long-term and current

borrowings:
Desctiption \ 2019/2020 2018/2019
KShs KShs
Shortiterm borrawings (current portion) 0 0
Long ferm borrowings 0 0
Total | 0 0
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20. CHANGES IN RECEIVABLE

21. CHANGES IN ACCOUNTS PAYABLE

22. Employee benefit obligations

Description Define Post Othe Total
d -|r
benefi| employme | Provision
t nt|s
plan medica
|
benefit
s
KShs KShs KShs KShs
Current benefit obligation 0 0 0 0
Non-current benefit obligation 0 0 0 0
Total employee 0 0 0 0
benefits obligation
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23. Cash

generate%‘ from operations

?

2019/2020

2018/2019

KShs

KShs

Surplus/ (defici

t) for the year before tax

Adjusfed for:

Depregiation

Amortigation

Gains/llosses on

disposal of assets

Interest income |

Finance cost

Working Capita

adjustments

Increase in inventory

Increase in receiy

yables

Increase in payal

bles

Net caLh flow fri

om operating activities

24. Related party balances

a) Natur’T of relatfi party relationships

Entities and other
exercise | control

rties related to the Fund include those parties who have ability to
exercise significant influence over its operating and financial
decision§. Related parties include management personnel, their associates and close
family mémbers. The fund/scheme is related to the following entities:

a) The County Government;
b) The Rarent County Government Ministry;
g

) Key managem
d) Board of Trust

't
s etc.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

b) Related party transactions

2019/2020 2018/2019
KShs KShs
Transfers from related parties’ |
Transfers to related parties |
c¢) Key management remuneration
2019/2020 2018/2019
KShs KShs
Board of Trustees
Key Management Compensation
Total
d) Due from related parties
' 2019/2020 | 2018/2019
KShs KShs
Due from parent Ministry
Due from County Government
Total
e) Due to related parties
2019/2020 2018/2019
KShs KShs
Due to parent Ministry
Due to County Government
Due to Key management personnel
Total
25. Contingent assets and contingent liabilities
Contingent liabilities 2019/2020 | 2018/2019
KShs KShs

Court case against the Fund

Bank guarantees

Total
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14. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOR’'S RECOMMENDATIONS

2 £ =188 0 0 SN0 - Mmanag O

auditor. We have nominated focal persons to resolve the various issues as shown below with the associated time frame within
which we expect the issues to be resolved.

Guidance Notes:
a) Use the same reference numbers as contained in the external audit report;

b) Obtain the “Issue/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 “Resolved” or “Not Resolved” by the date of submitting this report to County Treasury.
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