
I

REPUBLIC OF KENYA

OFFICE OF THE AUD!

Enhancing Acc'otttt

REPORT.iI.I,E NA'|IC,,. ,.J4Lt-.)-J L

. \/ t

c { C Elir,r ' 11
I !, I LU !e.L

't:Al)i)
BY:

I

PARLIAMENT
OF KENYA
LI B RY

THE AUDITOR-GENERAL

ON

COUNTY ASSEMBLY OF MOMBASA
CAR LOAN AND MORTGAGE FUND

FOR THE YEAR ENDED
30 JUNE, 2016

PAPERg LAID

;\B o2DAYE

S rvtl-'TABLED BY

COMMITTEE

Tr nrUqTAqlL

I

I



OFFICE OF THE AUDITOR GENERAL
P. O. Box 30084 - 00100, NAIROEI

REGISTRY

2 6 NoV 2019

RECEIVED

OIFICE OF TIII AUDITOR GEN
P. O. Box 95202, MOMBA

2 s ocT 2019

R.ECEIVED
COAST HIJ ET

IRIL
SA

COUNTY ASSEMBLY OF MOMBASA

CAR LOAN AND MORTGAGE FUND

ANNUAL REPORT AND FINANCIAL STATEME,NTS

FORTHE FINANCIAL YEAR ENDED
JUNE 30,2016

Prepared in accordance with the Accrual Basis of Accounting Method under lhc International Public
Scclor Accounting Standards (IPSAS)

I



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Rcports and Financial Statements
F'or the year cnded June 30,2016
TABLE OF CONTENTS

I. KEY ENTITY INFORMATION AND MANAGEMENT.

2. THE BOARD OF TRUST'EES

], MANAGEMENTTEAM.

4. BOARD CTIAIPERSON'S REPOR'I ............

5. REPORT OF THE COUNTY ASSEMBLY CLERK (FUND ADMINISTRATOR)...........

6. CORPORA'IEGOVERNANCE STATEMEN'I'..

7. MANAGEMENT DISCUSSTON AND ANALYSIS

J

4

5

6

7

............8

............98

9

CSR STAT'EMENT/STJS'f A INAB tLI'f Y REPOR'I'ING

IIEPOR'I- OF'IHE I'RUSTEES

IO. STATEMENTOFMANAGEMENT'SRESPONSIBILITIES

I I. REPORT OF THE INDEPENDENI'AUDITOR

12. FINANCIALSTATEMENTS.........

12.1. STATEMENI' OI-' FINANCIAL PERFORMANCE

12,2. STATEMENT OF FINANCIAL POSITION

13. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

t0

II

t2

l3

l3

12.3. STAI'EMENI'OIT CHANCES IN NET ASSETS l5

12.4. STATEMENT OF CASH FLOWS l6

12.5, STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS,... I7

12.6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES... ... l9

12.7. NOTES TO THE FINANCIAL STATEMENTS..,

.,.,14

.......32

.,,,,..43

I



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2016

l. KEY ENTII'Y INFORMATION AND MANAGEMF],NT

a) Backgroundinformation

County Assembly of Mombasa Car loan & Mortgage Fund is established by and derives its
authority and accountability a resolution of County Assembly Service Board, County Assembly
of Mombasa. The Fund is wholly owned by the County Government of Mombasa and is
domiciled in Kenya.

The fund's objective is to advance loans to Members of the County Assembly at competitive
rates as guided by circular from Salaries and Remuneration Commission (SRC) on Car Loan &
Mortgage Schemes for State Officers and other public officers.

The Fund's principal activity is receive funding from the County Treasury, advance loans to
Members of the Assembly and recover from payroll through check off system and plough back
the same to the revolving fund for further issuance of loans to qualifying members of the
Assembly.

b) Principal Activitics

The principal activity/mission/ mandate of the Fund is to issue affordable loans to members of'
the County Assembly of Mombasa and recover the same vide payroll deductions to ensure thc
fund is revolving, self-sustaining and that all loans issued are duly recovered before end ofthe
Assembly (five years of representation).

c) Board o[ Trustees/Fund Administration Committcc

During the financial year under review the members ofCounty Assembly Service Board is made

up of the following:-

l{cf Name
llon. Thaddeus Rajway!
I lon. Mohammed Mwabashiri
Hon. Karisa Nzai Mwanyika
Mr. 'l'ubmun 0chogo Otieno
Ms. Patricia Viti Nzioka

Position

. Spqakg Of the Assembly
Majority Leader

, Minority Leader
Countv Assemblv Clerk' 
4'r'M#bcr

I

2
J

4

5

(lhis seclion will be applicable .for Public Funds that have a Board of Trustees/Fund
Administration Commitlee. lnput names qf all lhe members who held offce during the period)

d) Key Managemcnt

Ref Name Position
I Mr Tubmun Ochogo Oticno County Assembly Clerk
2 Hoq Walid Khalid . CEC Finance & [iconomic Planning
(lnclude all yt.sitions regarded as top nrunagemcnt.for the Fund).

Comm ittee

lll'a3c



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
Reports and Financial Statcments
For thc ycar endcd Junc 30,2016

c) Rcgistcrcd Offices

County Assembly Building
P.O. Box 90440
80 I 00 Mombasa
KENYA

l) Fund Contacts

Telephone: (+254) 41 231I 025
E-mail: info@mombasaassembly.go.ke
Website: www.mombasaassembly. go.ke

g) F'und Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Chase Bank (K) Ltd
Old Town Branch
Mombasa
Kenya

h) lndcpcndent Auditors

Auditor General
Kenya National Audit Office
Ann iversary Towers, University Way
P.O. Box 30084
coP 00r00
Nairobi, Kenya

i) Principal Lcgal Adviscr

The Attorney General
State Law Office
Harambee Avenue
P.0. Box 401 l2
City Square 00200
Nairobi, Kenya
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2. THE BOARD OF TRUSTEES
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Car Loan and Mortgage Fund
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For the year ended June 30, 2016

3. MANAGEMENTTEAM
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4. I]OAITD/FUND CHAIRPERSON'S REPORT
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Rcports and Financial Statemcnts
l'or the ycar ended Junc 30,2016

5. REPoITT OT- THE COUNTY ASSEMI}LY CLI.]RK

1'he County Assembly of Mombasa Car Loan & Mortgage Fund was operationalized in 2014
via a resolution of the County Assembly Service board and sought to comply with the

provisions ol the PFM Act 2012 through the guidance of SRC Circulars of Car Loan &
Mortgage Scheme. The County Assembly of Mombasa Car loan and Mortgage Fund was

financed from the County's Printed Estimates and a sum of KSh.20 Million was wired to the
Fund account at Chase Bank Iman.

The County Assembly Service board signed an MOU with Chase Bank Iman to disburse
loans to all Members of County Assembly who had applied and qualified for loans based on
one third rule 1l/3'd). Further, the MOU betwecn the County Assembly of Mombasa and

Chase Bank had provided for the fund to be shored up to KSh.220 million by disbursing in

instalments of 20 Million each over the ensuing ten (10) months to Chase Bank from County
Treasury to build the fund to a sum of KSh.220 Million. These disbursements were however
not effected during the year under review, thus the revolving fund stood at KSh.20 Million
for the financial year 2014-2015. This notwithstanding, Chase Bank Iman went ahead to
operationalize the MOU and disbursed loans amounting to KSh.l04 Million to Members of
County Assembly of Mombasa. No funds were disbursed to this account in 201 5-20 I 6FY.

'Ihe County Assembly of Mombasa Car Loan & Mortgage Fund during this financial year

has had administrative and technical challenges including lack of management committee,
autonomy, funds, staffing and facing structural problems.

\

Signed:
l.--.

.--.' 1'ubmun Ochogo Otieno

County Assembly Clerk

6l
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6. CORPORATE GOVEI{NANCII STATEMENT
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7. MANAGEMENT DISCUSSION AND ANAI,YSIS
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc l'und
Reports and Financial Statcments
For thc yca r cndcd June 30, 2016

9. RF],I'ORT OF THE TITTISTEES

The Trustees submit their report together with the audited financial statements for the year ended

June 30.2016 which show the state ofthe Fund affairs.

Principal activities

The principal activity/mission/ mandate of the Fund is to issue affordable loans to members of
thc County Assembly of Mombasa and recover the same vide payroll deductions to ensure the

fund is revolving, self-sustaining and that all loans issued are duly recovered before end of the

Assembly (five years of representation).

llcsu lts

The results of the Fund for the year ended June 30, 201 5 are set out from page I 3 to page I Tand

supported by notes from page 35 onwards.

'frustees

The members of the Board of Trustees who served during the year are shown on page l. There
were no changes in the Board during the financial year.

Auditors

The Auditor General is responsible for the statutory audit ofthe Fund in accordance with Articlc
l2() ol rhe Constitution ol Kenva and the Public Audit Act 2015 to carry out the audit of the

Fund for the yearlperiod ended June 30, 201 6.

By Order ofthe Board

Membcr of thc Board

Date: [,r21

l0 | l'r g u
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30 ,2016
IO. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Administrator of a County Public Fund shall prepare financial statements for
the Fund in accordance with the standards and formats prescribed by the public Sector
Accounting Standards Board.

The Administrator ofthe County Public Fund is responsible for the preparation and presentation of
the Fund's financial statements, which give a true and fair view ofthe state of affairs ofthe Fund
for and as at the end of the financial year ended on June 30, 2016. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintaining proper accounting records, which
disclose with reasonable accuracy ar any rime the financial position of the Fund; (iii) designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free from material misstatements, whether due
to error or fraud; (iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012. The
Administrator ofthe Fund is ofthe opinion that the Fund's flnancial statements give a true and fair
view of the state of Fund's transactions during the financial year ended June 30, 201 6, and of the
Fund's financial position as at that date. The Administrator further confirm the completeness ofthe
accounting records maintained for the Fund, which have been relied upon in the preparation ofthe
Fund's financial statements as well as the adequacy ofthe systems of internal financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed
the Fund's ability to continue as a going concern and disclosed, as applicable, matters relating to
the use of going concem basis ofpreparation ofthe financial statements. Nothing has come to the
attention ofthe Administrator to indicate that the Fund will not remain a going concern for at least
the next twelve months from the date ofthis statement.

Approval of the financial statements

The Fund s financial statements were approved by the Board o;-' f rf/ t9 2019 and
signed on its behalf by

--.-,4.

1l I l'l g c
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County Assembly Clerk
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REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF MOMBASA
CAR LOAN AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2016

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of County Assembly of Mombasa
Car Loan and Mortgage Fund set out on pages 1 3 to 43, which comprise of the statement
of financial position as at 30 June, 2016, 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 Public Audit Act, 2015. I

have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly the
financial position of the County Assembly of Mombasa Car Loan and Mortgage Fund as
at 30 June, 2016, 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 do not comply with the Public Finance Management Ad,2012.

Basis for Adverse Opinion

1.0 Late Submission of the Financial Statements for Audit

The Management failed to submit the financial statements by 30 September, 2015 for
audit as required by the Public Audit Act, 2015. Section 47 of the Act states that the
financial statements required under the Constitution, the Public Finance Management
Acl,2012 and any other legislation, shall be submitted to the Auditor-General within three
months afier the end of the fiscal year to which the accounts relate. lnstead, the
management submitted the financial statements on 30 September, 2019, a delay of three
(3) years after the end of the fiscal year to which the accounts relate.

The Management was therefore in breach of the law.

2.0 lnaccuracies in the Financial Statements

The financial statements provided for audit for the year ended 30 June, 2016 reflected
the following anomalies:

Report o/ the Aullitor-Ue erql ort ('ounly .4ssenhly tf llonhusu ('ur Loun dnd llort4dqe Fund.[rt' the yeur ended
30.tunc. 2016



2.'t The statement of changes in net assets for the year ended 30 June, 2016 reflects
revolving fund opening balance of Kshs.'19,994,800, while the audited financial
statements for the thirteen (13) months period ended 30 June, 2015 reflects a
balance of Kshs.20,000,000. The variance of Kshs.5,200 between the two balances
could not be explained or reconciled.

2.2 The statement of financial performance for the year ended 30 June, 20'16 reflects
finance costs of Kshs.7,800, while the statement of comparison of budget and actual
amounts reflects finance costs of Kshs.13,000, resulting to an unexplained variance
of Kshs.5,200.

2.3 The statement of changes in net assets omifted the opening balance of
Kshs.(5,200), resulting to an overstatement of the accumulated surplus for the year
ended 30 June, 20'16 with the same amount. Further, no approval or explanation for
the expenditure of Kshs.13,000 was provided for audit verification.

Consequently, the accuracy, validity and completeness of the Fund's financial statements
for the year ended 30 June, 2016 could not be confirmed.

3.0 Current Portion of Long-Term Receivables from Exchange Transactions

As previously reported, the statement of financial position as at 30 June, 2016 reflects
current portion of long-term receivables from exchange transactions balance of
Kshs.53,684,1 79. The amount relates to cumulative loans and interests due from
Members of the County Assembly. However, analysis of the loan book revealed that the
balance includes Kshs.47,905,637 in respect of loans which were not repayable within 12
months after the end of the financial year, hence non-current in nature. The balance is
therefore not classified as current portion of long-term receivables from exchange
transactions under current assets and long-term receivables from exchange transactions
under non-current assets, contrary to the template prescribed by the Public Sector
Accounting Standards Board.

ln addition, duly completed loan application forms, copies of national identity cards,
current coloured passport size photographs, duly executed letters of undertaking and
copies of pay slips were not provided for audit verification contrary to Clause 8 of the
Memorandum of Understanding which requires the loan applicant to submit the same for
purpose of loan processing. ln addition, available records indicate that the Fund received
an initial amount of Kshs.20,000,000 from the County Treasury. However, it was not
established or evidence provided on how and why the loans rose to Kshs.53,684,179,
being an increase of Kshs.33,684,179 from the initial amount of Kshs.20,000,000. The
excess amount of Kshs.33,684,179 is contrary to Clause 4(viii) of the Memorandum of
Understanding between Chase Bank and County Assembly of Mombasa which provides
that'the Chase Bank shall utilize the cash-cover funds to offset arrears that fall over 120
days past due date or any loans outstanding three (3) months to the end of a Qualifying
Beneficiary's term of office whichever comes earlier'.

Further, a scrutiny of the repayments schedule and payroll records revealed that four (4)
beneficiaries of the Fund had not repaid car loans amounting to Kshs.1 1 ,660,000 and
interest thereon of Kshs.349,800, all totalling to Kshs.12,009,800 as at 30 June, 2016.

Reporl ol,he Audilor-General on County Assenbly of Mombasa Cqr Loan and Mortgage Fund for the year ended
30 June, 2016

2.

r-L,



This is contrary to Clause 9(i) which states that 'the facilities shall be 100% cash-covered
by the County Assembly Fund, and that in the event a qualifying beneficiary who has
availed the envisaged bank facility defaults in repayment of the facility, the bank shall
exercise the right of the set-off of amounts owed plus interest against the County
Assembly Fund held'.

Consequently, the propriety, validity, accuracy and recoverability of the current portion of
long-term receivables from exchange transactions balance of Kshs.53,684,179 as at
30 June, 2016 could not be ascertained.

4.0 Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalent balance of
Kshs.12,600,794 as at 30 June, 2016. Although the updated cash book was provided for
audit, the Management used the bank statement balance in support of the cash and cash
equivalent balance in the financial statements instead of the reconciled cash book
balance of Kshs.17,987,26'1 which was derived from the entity's ledger. This resulted to
a variance of Kshs.5,386,467 which was not explained nor reconciled.

Consequently, the accuracy, validity and completeness of cash and cash equivalent
balance of Kshs.12,600,794 as at 30 June, 2016 could not be ascertained.

5.0 The Statement of Cash Flows

The statement of cash flows for the year ended 30 June, 2016 reflects cash and cash
equivalents balance of Kshs.12,600,794. However, analysis of the statement of cash
flows revealed that cash flows from operating activities did not capture movement of trade
and other receivables from exchange transactions of Kshs.28,800,508 nor incorporate
movement in trade and other payables from exchange transactions of Kshs.33,990,630.

lnstead, the two figures were netted off and disclosed in the statement of cash flows as
net cash flows used in financing activities of Kshs.5,190,122. This is contrary to
lnternational Public Sector Accounting Standards No.1 on presentation of financial
statements.

Consequently, the accuracy and completeness of cash and cash equivalents balance of
Kshs.12,600,794 as at 30 June, 2016 could not be ascertained.

6.0 Statement of Comparison of Budget and Actual Amounts

The Fund had a budget of Kshs.220,000,000 at the time of its inception in the financial
year 201412015. However, the County Executive of Mombasa managed to give seed
money of only Kshs.20,000,000. This seed money was deposited with the Chase Bank
for the honourable Members of the County Assembly of Mombasa to access car loan
fund. Since then, no additional funds were added to the Fund and the budget has
remained the same. However, the statement of comparison of budget and actual amounts
for the year ended 30 June, 2016 continued to reflect the budgeted amount of
Kshs.220,000,000 and actual receipt of Kshs.20,000,000, which were the same figures
for the year 201412015.

Reporl of the Auditor-Ceneral on County Assembly of Mombasa Car Loqn qnd Mottgage Fund /or the year ended
30 June. 2016
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The funds should have been budgeted and utilized in other areas of the County
Government which faced financial challenges.

Consequently, the validity, accuracy and completeness of the statement of comparison
of budget and actual amount for the year ended 30 June, 2016 could not be confirmed

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the County Assembly of Mombasa Car Loan
and Mortgage Fund 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 adverse 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 other key audit matters
to report in the year under review.

Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.220,000,000 and Kshs.20,000,000 respectively
resulting to under-funding of Kshs.200,000,000 or g1% of the budget. Similarly, the Fund
expended Kshs.1 3,000 which differs with the expense of Kshs.7,800 reflected in the
statement of financial performance against no budget. No explanation was provided for
failure to budget for the expenses and reasons provided for the unbalanced budget.

Further, records provided for audit revealed that the Fund had not prepared a budget or
received money for the Car Loan Fund since the year 201412015. lt is therefore
misleading for the financial statements to indicate budgeted revenue of Kshs.220 million
and actual receipt of Kshs.2O million for the year ended 30 June, 2016. The Fund
Management ought to relook at the budget preparation process with a view to making it
as effective and realistic as possible in order to achieve the objective for which the Fund
was established.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclus ion

As required by Article 229(6) ol the Constitution, because of the significance of the
matters discussed in the Basis for Conclusion on LaMulness and Effectiveness in Use of
Public Resources sections of my report, based on the audit procedures performed, I

confirm that Public resources have not been applied laMully and in an effective way.

Reporl of the Auditor-General on County Assembly of Mombasa Car Loan and Mortgage Fund for the year ended
30 June. 2016
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Basis for Conclusion

1.0 lrregular Operation of the County Assembly Car Loan and Mortgage Fund

The statement of financial position as at 30 June, 2016, reflects a revolving fund balance
of Kshs.19,994,800. However, no approval to establish and operationalize the Fund was
provided for audit review, contrary to Section 116(1) of the Public Finance Management
Acl, 2012, which states that 'a County Executive Committee Member for Finance may
establish other public funds with the approval of the County Executive Committee and the
County Assembly'.

Further, the Fund does not have a duly appointed Fund Administrator, contrary to the
provisions of the same Section which provide that 'for every county public fund
established, the County Executive Committee Member for Finance shall designate a
person responsible for administering that fund'.

Therefore, the Fund was operating in breach of the Law.

2.0 Presentation of the Financial Statements

The financial statements for the year ended 30 June, 2016 provided for audit review
reflected the following presentation anomalies:

2.'l Report of Board Chairman, Profile of Board of Trustee, Management Team,
Corporate Governance Statement, Management Discussion and Analysis and
Corporate Social Responsibility StatemenUSustainability Reporting were omitted
from the financial statements which is contrary to the template prescribed and
published by the Public Sector Accounting Standards Board.

2.2 The financial statements at page 10 refers to page 35 instead of page 32 for notes.
The same page 10 refers to the results for the year ended 30 June, 20'15 instead of
the year ended 30 June, 2016, and the list of the Board of Trustees as being on
page 1 instead of page 3.

2.3 The statemenl of changes in net assets reflect comparative dates of 1 July, 2015
and 30 June, 2016 instead of 1 June, 2014 and 30 June, 201 5 respectively.

Consequently, the financial statements presented for audit for the year ended
30 June, 2016 did not comply with lnternational Public Sector Accounting Standard 1 as
prescribed and published by the Public Sector Accounting Standards Board.

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 of the Audilor-General on Couny, trtt"r61, o, Momb.lsq Cqr Loqn ond Morlgage Fund /or the year ended
30 June, 2016
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS. RISK MANAGEMENT
AND GOVERNANCE

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matter discussed in the Basis for Conclusion on Effectiveness of lnternal Controls,
Risk Management and Governance section of my report, I confirm that internal controls,
risk management and governance were not effective.

Basis for Conclusion

Lack of Risk Management Framework

Records availed for audit review indicated that the County Assembly of Mombasa Car
Loan and Mortgage Fund did not have a risk management framework. Therefore, the
Fund lacks a structured process for identifying, minimizing and addressing potential
threats in its operations and sustainability.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and 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 control 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 control, risk management and overall governance.

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

Report o/ the Auditor-Oeneral on County Assembly of Momhasa Car Loan and Mortgage Fund for the year ended
30 June, 2016
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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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Aud itor-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 provrsions
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 ISSAIS 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) ol 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 overall governance processes and systems tn

accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of lhe 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
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, pro.iections 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 lSSAIs, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

Report ol the Audiktr-Gcnerul on (iunt1, lssembly of Mombasa (lar Loan and fi4orlllage l-und.li,r lhe )'cot enclad
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. 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 going concern 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 Fund'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 Fund to cease
to continue to sustain its services.

. Evaluate the overall presentation, structure and contenl 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 Fund to express an opinion on the financial statements.

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

I communtcate 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.

I also provide Management with a stalement 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

Itclot.t ol tfu ,lrtLlitrtr-(itnoul on (iturttl Asstuhll'rtl ltlont host ( ur l-otn tnl llortgttll,' l:unl /or tha )ear endcd

Jl) ,lI r. )l)16
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AUDITOR-GENERAL

Nairobi

17 December, 2021



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30 ,20t6
l2. FINANCIAL STATEMENTS

I2.I. STATEMENT OT- FINANCIAT, PER}'OITMANCE I.-OR THE YEAR ENDED

SOJUNE 20I6

The notes set out from page 32 (thirty two) form an integrar part ofthese Financiar statemenls

Revenue from non-crchan t rr l|\xr]l i(]ns
Public contribLttions and donation \ I

Transfers from the Clount (;ovcrn mcnt
Fines. alties and olhcr lcv ie s

Ilcvcn ue fronr crc ha rr e trt ns{ cl i0 lrs

l
Othcr income 5
Tota I rcr en rrc

Ilr ltscs

Fund administration ex ll scs 6
Stal'f costs 7
General cx cllscs li
Finance costs 9 7.800.00 5.200.00
Total ex lls('\ 7,800.00 5,200.00
Othe r :t ins/krsscs
Cain/loss on dis sal o l'asscts l0

t'iotltlclicit ) frrr thcSur lus/ (7,800.00) 5.200.00

13 l

F\'201{/2015
KShs

FY20l5/2016Note

KShs

lnterest income



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
I{eports and Financial Statcmcnts
For thc ycar cnded June 30,2016

I2.2. STATEMENT OF FINANCIAL POSITION AS A't 30 JUNE 20I6

The accounting policies and 
"^)luno,ory 

notes to thesc tinancial
of the llnancial statemenls. T
and si nc'd bv

ll]il n c ial statements were :ffw&{1r"ffi
.t

County Assenrbly Clerk
Narne:Salim Juma

Accduntant
Name:-Paul M Mulila
ICPAK Member N0.5971

Assels
Cu rrcnt assets

ll t2.600.794 17.798.715Cash and cash equ ivalents
Current portion ol long term receivables t'rom
exchange transactions

tl 53.684. r79 82.484.687

Prepaynrents t3
Inr'errtories ll

Non-cu rrent asscts
Plopcrty, plant and ecluipment l5
lntangitrlc asscts l6
[.ong tenn receivablcs lionr crcharrgc ltulsilctions

66.281,972 100,2riJ,402'l'otirl asscts

l, ia hilit ics

Current lil bilitirs

t7 46.297.972 80.288.602
'l'rade and other payables fionr cxclrangc
transacl.ions

lltI)rovisions
Current portion of borrowings l9

20[irn ployee bencfit obligat ions

Non-currcnt lia bilitics
Non-c u rrcnt crlplovcc bcnclit ohligation

l9Long te rnl portion ol'borrowings

16,297,972 80,28[t.602Totlll lir l)ilitics

Nct asscts
r9.994.800 20,000.000Revolvins [rund

Reservcs
( 7.800) (s.200)Accumulated surplus

66,281,972 100,283,.102'l (,txl net :rssels irn(l lilhilities

l1 
I

!(

t;\'1015/2016 I

KShs l

F\',:{) t1/20 t5
IiShs

,r-otc

l0



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statemcnts
For the year ended Junc 30, 2016

Balancc as at I .l uly 2015

(7.800.00)Surplus/(delicit) ib| thc pcriod

Funds received during thc year r9.994.800.00

Revaluation grirr

(7.800.00)Balancc as at 30.Iunc 2016 19.99.r,800.00

Balance as at I July 2015 19,994,800.00

(7.800.00)SuLplus/(deficit) for the period

Funds received tluring thc year

Revaluation gain

(7,800.00)19,99.t.800.00

I2.3. STATEMENT OF CTIANGES IN NET ASSETS FOR YEATT ENDED 30.IUNE 20I6

I

(7,8(X).00 )

19,99-1.800.00

19.987.000.(,()

t 9.99{,800.txr

(7,8(X).(X))

19,91i7,0(xr.rx,

I
l5 | l':r ,r 

'

Bal:rncc as at J0.lune 2()16

KShs



COUNTY ASSEMBLY OF MOMBASA
(-'ar Loan and Mortgage Fund
Ii.cports and Financial Statements
!'or thc year endcd Junc 30,2016

Cash l'krrvs fronr oncrltinu:r ctiy itics
Ilccei ts

Public colrtributions and donations
'l'r'ansl'ers liom the Count Goveln nrent lt 20.000.000
Intcrcsl reccivcd

rattn actlvttlesl{ccei ts tiom other o
'l'otal llecci ts 20,000,000
l):t nlculs
Ii'und adnr in istration expenscs
(ieneral ox scs

()
7.800 5,200'l'otal Pa nren ts

[- inance cost

7,800 5,200
Nct cash flou,s fronr o cralin activitics (7,riO0) 19,9e{.tt00
Cash flows from investin activities
Purchase ol'propeny, plant, equipment and intangible
irssc Is

Net c:rsh flou's uscd in inlestin

l'tl crl t[)roceeds liorn sale of ut11l er[ llnt and e

l)rocccds lhm loan t'l't ctl tsrinci lre ll
I .oan d islrrrlscntclt ls aid out

nctiy ities
('ash llru s lirrnr l'inancin actir it ics
l)rocecds liotr lcvolvins Iirntl rcccipts(lleceivablc
tionr Count Trcasrrr )

(5. I 90. l2l) (2. r96.08s)

Add itional borrowin s

Nct cash florvs used in financin a ct iy ities

lle slt t'ttcttl ol' lrolrorvi n

(5,1 e0,l2 I ) (2,l9{r,085)
Nct incrcasc/(dccrcasc) in cush and cash

u ivit lcn ts (5,197,921) I 7,798,71 5

Cash antl cash c tuivalcnts at I JUI-Y 2015 I 7.7e8.7 I 5
Cash antl cash c ru iva lcn ts at 30.ltlNli 201(r 12,600,79{ 17,79tt,715

(ll'Sn S 2 allorvs an cntit), lo prcscnt thc crash ll
ltttt e'ncoLrragcs tlrc tiirect trcthod. ITSASB als(

ow slllurncnt usirll lltc dircct or.intlircct nrcthotl
r rcconrrrrcntls tlrc rrsc Lrl ililcct ntcthod ol caslt

llorr prepirlrtion. Ihc utrorc illuslrlrtion assrrrncs dirccl rrrethorl)

16 l ,'r ,-.
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I2.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 20I6
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I
COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2016

I2.5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 3O,h JUNE 2016

KShs KShsKShs KShsKShsRevenue

Publ ic contrihutions and donations

9.0920,000,000 200,000,000220,000,000220,000,000Transfers from County Govt

Interest income

C)ther income

9.0920,000,000 200,000,000220,000,000220,000,000Total income

Expenses

Fund adm in istration expenses

General expenses

13,000 13,000Finance cost

13,000 13.000Total expenditure
9.09r 9,987,000 199,987,000220,000,000220,000,000Surplus for the period

t7l
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
Reports and Financial Statemcnts
For the year ended June 30, 2016
I2.6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

l. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency ofthe Fund. The
accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the direct method. The financial
statements are prepared on accrual basis.

2. Adoption ofnew and reviscd standards

a) Relevant new standards and amendments to published standards effective for thc
year ended 30 June 2016

b) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 Junc 2018

c) Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2016.

Standard Effcctivc datc and impact:

Applicable: I't January 2016

The objective to issue IPSAS 39 was to create convergence to changes
in IAS l9 Employee benefits. The IPSASB needed to create
convergence of IPSAS 25 to the amendments done to IAS 19. The
main objective is to ensure accurate information relating to pension
liabilities arising from the defined benefit scheme by doing away with
the corridor approach.

Standa rd Effcctive date and impact:
Applicable: I't January 2016:
The standard covers public sector combinations arising fiom exchange
transactions in which case they arc treated similarly with IFRS
3(applicabte to acquisitions only) Business combinations and
combinations arising from non exchange transactions which are
covered purely under Public Sector combinations as amalgamations.

19 | )'.r r: c

IPSAS 39:
Employee Benefits

IPSAS 40: Public
Sector Combinations



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statemcnts
For the year ended June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3, Rcvcnue recognition

i) Rcvcnue from non-cxchangc transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured 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.

ii) Revcnuc from cxchange transactions

Inlercsl income

lnterest income is accrued using the effcctive yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset's
nct carrying amount. The method applies this yield to the principal outstanding to determine
interest income each period.

.1. Budget information

The original budget for FY 2015/2016 was approved by the County Assembly and
subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget.

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

ln addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented in these financial statements.

20 ll'rr rc



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
Reports and Financial Statements
For the year ended June 30, 2016

SUMMAIIY OF SIGNII'ICANT ACCOUNTING POLICIES (CONTINUED)

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 incuned.

The useful life ofthe intangible assets is assessed as either finite or indefinite

7. Financialinstruments

Financial assels

Initial recognilion and measuremenl

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

Measurement are classified as financial irssets 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 assels at initial
recognition.

Loans and receivahles

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 subsequenlly measured at amortized cost using the effective interest method, Iess

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.

2l I l'rr Lr c
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5. Property, plant and equipment

All property, plant and equipment are stated a1 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 major 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 initiallv measured at its fair value.



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
Rcports and Financial Statcments
For thc car endcd Junc 30, 2016
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Held-to-matu ty

Non-derivative financial assets with fixed or determinable payments and fixed maturities areclassified.as held to maturity when the Entity has the positive intention ,rJ 
"uiri,v 

,"'r,"ra i,to maturity. After initial measurement, held-to-maturity investments *" ,n"*ur"d utamortized cost using the erfective interest method, lesi impairment. AmortizeJ cost iscalculated by taking into account any discount or premium on acquisition and fees or coststhat are an integral part of the effective interest rate. The losses arising from i.p"i...", ,."recognized in surplus or deficit.

I mpairment of li na nc ia I ass els

The Entity assesses at each repo(ing date whether there is objective evidence that a financial
asset or a entity of financial assets is impaired. A financial u.r.t o, u .ntrty oi i,n-"iui'urr.,.
is^deemed to be impaired ir, and only if, there is objective evidence or i.pui.."r,t u, o ,"rurtof one or more events that has occurred after the initial recognition of the ur*"t 1an i*r..ed'loss event') and that loss event has an impact on the estimated future cash fiows or thefinancial asset or the entity of financial assets that can be reliabry estimateJ. Eria"n"" or-impairment may include the following indicators:

" 
The debtors or a entity ofdebtors are experiencing significant financiar difficurty

) Default or delinquency in interest or principal payments

! The probability that debtors wilr enter bankruptcy or other financial reorganization

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

Financial liabilities

Initial recognilion and meas urement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities ar fairvalue through surplus or deficit or loans and borrowings, u. upp.oprrui". 
'ii." 

Ln,i,vdetermines the classification of its financial liabilities at initial .ecogniiion.'

All financial liabilities are recognized initially at fair value and, in the case of roans andborrowings, plus directly attributable transaction costs.

Loans arul borrowing

After initial recognition, interest bearing roans and borrowings are subsequentry measured atamortized cost using the effective interest method. Gains andlosses ur" ,""ognirJin *.pru,or delicit when the liabilities are derecognized as well as through the Jflective interestmethod amortization process.

Amortized cost is calcurated by taking into 
_account any discount or premium on acquisitionand fees or costs that are an integral part of the effective interest rate.

22 | l'rr 1,.



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
Reports and Financial Statements
For the year cnded June 30, 2016
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 ofthe
inventory is its fair value at the date ofacquisition.

Costs incuned in bringing each product to its present location and conditions are accounted
for. as follows:

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

F Finished goods and work in progress: cost ofdirect materials and labor 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.

Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course ofoperations ofthe Entity.

9. Provisions

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 virrually certain.

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

C o nti n ge nt I ia b ilit ies

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

23 ll'u ge

Net realizable value is the estimated selling price in the ordinary course ofoperations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange,
or distribution.

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 ofthe obligation.



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Rcports and Financial Statements
F'or the year cndcd June 30, 2016

SUMMARY OF SI(;NIFICANT ACCOUNTING POLICIES (CONTINUED)

Contingent assets

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

appropriately reflected in the financial statements. If it has become virtually certain that an
inflow of economic benefits or service potential will arise and the asset's value can be
measured reliably, the asset and the related revenue are recognized in the financial statements
ofthe period in which the change occurs.

10. Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. l:)rtit.t'to stula tht
muitrtuirrd untl u1tltt rtltt itttt, 1ruIicits ultt1ttul.

I l. Changes in accounting policics and estimates

The Entity recognizes the elfects ofchanges in accounting policy rctrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is
impractical.

12. Employee benefits - Retire ment benefit plans

The Entity provides retirement benefits lor its employees and directors. Defined contribution
plans are post employment benefit plans under which an entity pays fixed contributions into a
separate entity (a fund), and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. The contributions to fund obligations for
the payment of retirement benefits are charged against income in the year in which they
become payable.

Defined benefit plans are posGemployment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increased luture contributions on proportional basis to all participating employers. T'he
contributions and Iump sum paymenls reduce the post-employment benellt obligation.

13. Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange rate on
that date. Exchange differences arising from the settlement of creditors, or from the reporling
of oeditors at rates different from those at which they were initially recorded during the
period, are recognized as income or expenses in the period in which they arise.
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I COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statcments
For the year ended June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

14. Borrowing costs

Bonowing 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. Rclated 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 tkee months or less, which are

readily convertible to known amounts ofcash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at the Central Bank of Kenya and at
Chase Bank 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 authorised
public officers and/or institutions which were not surrendered or accounted for at the end of
the financial year.

17. Comparative figurcs

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 rcporting period

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

19. Ultimatc and Holding Entity

The Fund was established by resolution of the County Assembly Service Board. Its ultimate
parent is the County Govemment of Mombasa.

20. Currency

The financial stalements are presented in Kenya Shillings (KShs).
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21. Significant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conformity with IpSAS requires
management to make judgments, estimates and assumptions that alfect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
cnd of the repo(ing period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount ofthe asset
or liability alfected in future periods.

State alljudgements, estimates and assumptions made: e.g

Estimates and assumptions - The key assumptions concerning the future and other key
sources of estimation uncertainty at the reporting date, that have a significant risk ofcausing a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Entity based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. Howevei, existing
circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control ofthe Entity. Such changes are reflected
in the assumptions when they occur. IPSAS I . 140.

Useful livcs and residual values

The useful lives and residual values of assets are assessed using the fottowing indicators to
inform potential future use and value from disposal:

D The condition ofthe asset based on the assessment olexperts employed by the Entity

D The nature ol the asset, its susceptibility and adaptability to changes in technology and
processes

D The nature ofthe processes in which the asset is deployed

) Availability offunding to replace the asset

! Changes in the market in relation to the asset

Provisions

COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Ileports and Financial Statemcnts
For the year ended.Iune 30,2016
SUMMAR Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure ofthese estimates ofprovisions is inctuded in Note xxx.

Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where tire effect
is material.

tltrlulc pntvi,t-irtrt,'; alrytliutblc .fir 1'our trgunisalirttt r:.g prun,i.tiott fitr huLl tlabl.:. prgyisi6t*
of ohsrtlatt l;lotks aruJ lnv'munugcmat astimulcs lhc,;t: 1trun:i,rions)
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year endcd Junc -10,2016
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

22. Financial risk management

The Fund's activities expose it to a vadety ol financial risks including credit and liquidity
risks and effects of changes in foreigtr currency. The Fund's overall risk management
prograrnme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The Fund does not hedge any risks and his in place poiicies to ensuie that
credit is only extended to customers with an estabtished credit history.

The Fund's financia[ 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
extemal 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 company's management based on prior experience and their assessment of the cunenl
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 ofthe value ofany collateral
obtained is made up as follows:

At 30 June 2016

Receivables from exchange transactions

Receivables from non exchange
transactions

Bank balances
'l'otal

Receivables from exchange transactions

Receivables from non exchange
transactlons

Bank balances

Total

27 I ,'r l.' u
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Rcports and Financial Statements
For thc year ended June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE,S (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 company has recognised in the financial statements is
considered adequate to cover any potentially irrecoverable amounts.

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) Liquidify risk managemcnt

Ultimate responsibility for liquidity risk management rests with the Fund Administralor, who
has built an appropriate liquidity risk management framework lor the management of the
entity's short, medium and long-term funding and liquidity management requirements. The
cntity 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
Iiabilities 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 oldiscounting is not significant.

At 30 June 2016

'['rade payables

Current portion of borrowings

Provisions

limployee benetit obli gation

'I'otal

At 30 Junc 2015

Trade payables

Current portion of borrowings

limployee benefi t obligation
'l'otal

llir.( ,liHri rl
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2016

l.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Market risk

The board 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 internal
accounting and operational controls.

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

The Fund's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk.

Foreign currency risk

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

The carrying amount of the entity's foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

The Fund manages foreign exchange risk form future commercial transactions and recognised
assets and liabilities by projecting for expected sales proceeds and matching the same with
expected payments.

At 30 .Iunc 2016

Financial assets (investments, cash.debtors)

Liabilities

Trade and other payables

Bonowings

Net foreign currency asset/(liability)

29 lt'rr r e
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
Reports and Financial Statcments
For the year ended June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Forcign currcncy scnsitivify analysis

Thc following table demonstrates thc effect on the Fund's statement of financial performance
on applying the sensitivity for a reasonable possible change in the exchange rate ofthe 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.

lt. 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 company's interest rate risk arises from bank
deposits. This exposes the Fund to cash flow interest rate risk. The interest rale risk exposure
ariscs mainly from interest rate movements on the Fund's deposits.

Mandgemenl o.f interesl rale risk

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

I

2016

Euro

USD

201 5

Luro

IJSD
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2016
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d) Capital risk management

The objective of the Fund's capital risk management is to safeguard the Fund's ability to
continue as a going concern. The entity capital structure comprises of the following funds:

Revaluation reserve

Revolving fund

Accumulated surplus

Total borrowings

Less: cash and bank balances

Net debt/(excess cash and cash equivalents)

Gearing

3lll'rr r-r.

2015

KShs

Total funds
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Itcports and Financial Statements
For thc ear ended Junc 30, 2016

I2.7. NOTES TO THE FINANCIAL STATEMENTS

l. Public contributions and donations

1 l'ror idc hrieI'expliination lilr this rclerluc)

2, Transfers from County Govcrnment

-j. Fines, penalties and other levics

( l'roviclc bricf cxplanation lbr this lc\icnuu)

4. Interest income

1 I'xrr idc hricl' explanu(ion lor this rcvcrluc)

32 1 '.r r.e

Donalion from development partners

Contributions fror.n the public

'l'otal

Transfers from County Govt. - operations

Payments by County on behalfofthe entity

'l ol:tI

l.iltc paymcnt penaltics

Irin es

'l'otal

I nterest income from loans(mortgage
or car loans

'l'otill intcrcst incorrc

Il

I
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2016
5. Other incomc

(Nt): All incomc should bc classilicd as lirr as possible in the rclcvanL classcs and othcr
inconre should be used to recogniso income nol elscrvhcre classifiecl).

6, Fund administration oxpenses

7. Staff costs

insurance recoveries

Income from sale oftender documents

Misccllaneous incomc

Total other income

Staff costs (Note 7)

Loan processing costs

Plofessional services costs

Total

Stafl' gratuity

Staff training expenses

Social security oonlribut ion

Othcr stafT costs

Totrl

33 | l'rr r:e
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgagc Fund
ll.cports and Financial Statcmcnts
For the year ended.lune 30,2016
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8. General expenscs

Consumables

lllectricity and water cxpenses

l''ue I and oil costs

Irrsrrrance costs

Postage

Printing and slationery
Itcntal costs

Security costs
'I'e lccommunication
I Iospitality

l)cprcciation and arnortization costs

Othel expenses
'l otuI

34 lr'. .
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For thc year ended Junc 30, 2016

Interest on Bank overdralls

lnterest on loans fionr banks 7,800 s,200

'Iotal 7,800

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

9. Finance costs

10. Gain on disposal of asscts

I l. Cash and cash equivalents

(The amount should agree with the closing and opening balances as included in the statement
ofcash flows)

Propelty, plant and equipment

Intangible assets

'I.otal

Fixed deposits account

On call deposits

17 ,798,7 tsCrlrrcnt account 12,600,794

Others

17,798,71512,600,71)4

35 ll'rr rc
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Ilcports and Financial Statemcnts
For the year cnded Junc 30,2016
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED-Detailed analysis of the
cash and cash equivalents are as follows:

12. Receivables from cxchange trirnsactions

a) Fixcd dcposits account
Kenva Commercial bank 12,600,794 17 ,7 98,? 15

Ilquity Bank, etc

Sub- total 12,600,79.1 17,798,715

b) On - call dcposits
Chase Bank

Sub- total

c) Currcnt account
Chase Bank 12,600,794 17 .798,7 t5

Sub- total 12,6110,,791 17,798,715

d) Others(spccify)
Cash in transit

Cash in hand

M [)esa

Sub- total
(Jrand total 12,600,794 17,798,715

(lu rrcnt Ileccivablcs
lntcrcst receivable
('urrent loan tepayments due

Othel exchange debtors

[.css: inrpairment allowance
'l'ot:rI (lurrent reccivirblcs

Non Curren( receivables
Long terrn loan repaymcnts due 53,684.179 82,484,687
'l'ot:rl Non cu rrcnt reccivables 53,684,179 {12,{8.1,687

Total rcccivables from cxchange transactions 53,684,179 82,.184,687

36 ll'r..
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2016
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13. Prepayments

14. Inventories

Prepaid rent

Prepaid insurance

Prepaid electricity costs

Total

Spare parts and meters

Catering

Total inventorics at the lower of cost :rnd net
roalizablc valur

37 | l'Lr gc
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COIINTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30' 2016

At l" July 2015

Disposals
Transfers/ad j ustments

At 30th June 2016
At l't Julv 2015

Disposals
Transfer/ad]ustments
At 30th June 2016
Depreciation and impairment
Ar l" Julv 2015
Depreciation
Impainnent
At 30ir Jr." 2016
At l" Julv 2015
Depreciation
Disposals
Impairment
At 30'[ Jrr. 2016
Net book values
At 30th June 2016
At 30th June 2016

38 I

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15. Property, plant and equiPment

KShs:,:,,i.

Additions

Additions



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2016

17. Trade and other payables from cxchange transactions

18, Provisions

Cost

of thc ycarAt bc nnl
Additions

At cnd of thc year
Amortization and impnirmcnt
At bcginning of the ye:rr
Amortization
At end of the year
lmpairment loss

At end of the year
Nlrv

'frade payables 46,297,972 80,288,602
itcfundable deposits

Accrued expenses

Other payables
'l'otal tratle and othor pal,ablcs 46,291,972 80,288,602

Balance at the beginning of'the year

Additional Provisior.rs

Provision r.rtilised

Change due to discount and time value lbr nrone v
'franslers lrom non -culrcnt provisions

1 Total provisions

39 ll'a r:c
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16. Intangible assets-software

KShs

mYz01{/201s
KShr;i

Total

KShs



COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Rcports and Financial Statcme nts
For thc year cnded June 30,2016
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

19. Ilorrowings

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

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

(,\'ll: tht' totul ol'lhis SluluDrcnt .tlutuld lir: to nota l8 toldl\. (:urn:nt porlictn of brtrro*,irtgs trt
tl'trt:t, horrox'ings llut arc pu.tahlc rritltin t)n( .)r(ur (,r llk n(xt.lirurtrciul .t,aur. )dditional
iisclo.stn'as on tcrrns of borntv,ittlls. nulurt: of bornntirtgs, sacurit; untl it crast t uta: .;houltl ht
tlistlostd).

Balance at beginning of the period

External borrowings during the year

Domestic borrowings during the year

Repayments ofexternal borrowings during the period

Repayments of domestics borrowings during the period

Ilalance at end of the period

lixtcrnal Borrowings
Dollar denominated loan from 'xxx organisation'

Sterling Pound denominated loan from 'yyy
organisation'

Euro denominated loan from zzz organisalion'

I)omestic Borrowings
Kenya Shilling loan from KCB
Kenya Shilling loan from Barclays Bank

Kenya Shilling loan from Consolidatcd Bank

Borrowings from other government institutions
'l'otal bnlance at end of thc ycar

Short term borrowings(current portion)

Long tcrm borrowings

Tot:rl

.10 I,',
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2016
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

20. Employee benefit obligations

21. Cash generatcd from operations

22. Rclatcd party balanccs

a) Nature of related parfy relationships

Entities and other parties related to the Fund include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related
parties include management personnel, their associates and close family members. The
fund,/scheme is related to the following entities:

The County Government;
The Parent County Covemment Ministry;
Key management;
Board of Trusteest etc

a)

b)
c)
d)

KShs KShs KShs KS hs
Cunent benefit obligation
Non-current benefit obligation
Toaal cmployee bencfits obligation

Surplus for the year before tax

Atljuste d for:

Depreciation

Gains/ losses on disposal ofassets

lnterest income

Finance cost

Working Capital adjustments

Increase in inventory

Increase in receivables

lncrease in payables

Net cash flow from opcrating activities

4lll';r ',-

TotaI( tltr)fl

F y20 r s/2016

KShs
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
l-or the ycar endcd Junc 30' 2016

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

b) Related Party transactions

c) Kcy managcment remuneration

d) Duc from related Parties

c) Duc to related Parties

I
t
I

T
I

I
I
I
I
I
!
I
t
!
I
!
I
I
t
I
I
I

Transfers from related Parties'

Transfers to related Parties

Board of Trustees

Key Management ComPensation

Total

Due from parent Minislry
2,196,0857,386,207Due from County Treasury

2,196,0857,,386,,207'l'otal

Due to parent MinistrY

Due to County Covernment

Due to Key management Personnel

'l'otal

Court case against the Fund

Ilank guarantees

Total

23. Contingent asscts and contingent liabilities
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COUNTY ASSEMBLY OF MOMBASA
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2016

13. PROGRISS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the extemal auditor, and management comments that were provided to the auditor. We have

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

resolved.

Guidance Notes:

a) Use the same reference numbers as contained in the extemal 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.

J.l

.l

l\r l-4!ilit{r i-r.{ rt i r i }llrirriit.riri'. li rrqnriirr)lJt, rilr;rtl}i ttl,

:'trrrll';r :litr,tlilt:
;\:t,ritt!,rtti
t !A\.!,_l tl! i A,) i I

!, i . t , .t

Ir. rr - lirrt!'' -:r!iDrri

i,[ri i. ill{ll,



\ {

1

T

t

)

.l
'I


