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L KEY ENTITY INFORMATION AND MANAGEMENT
(a) Background information
The County is constituted as per the constitution of Kenya isheaded by the County Governor,
who is responsible for the general policy and strategic direction of the County.
(b) Key Management
The County Executive of Mombasa 'sday-to-day manag_ementis under the following key
organs: ' : ' : '
- Office of the Governor including Executive Members;
- Office of the County Secretary;
- Chief officers; and Service Centre managers

(¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June
2017 and who had direct fiduciary responsibility were:

No. Designation Name Period
1. The Executive Member of finance Hazel Koitaba Sept 2014 to Date
2. The Chief Officer Finance Jonathan Nyongesa Jan 2015 to Date

3. TheHead of Treasury (Accounting)  AyubBuhiri August 2015 to Date

(d) FiduciaryOversight Arrangements

Here, provide a high-level description of the key fiduciary oversight arrangements covering
(say):

- Audit and finance committee activities
- Accounts and investment commilttee

(¢) County Executive of Mombasa Headquarters
Betting and control Building
Near Mombasa Hospital

() County Executive of MombasaContacts
P.O. Box 90440-80100
Mombasa, KENYA.
Telephone: (254) 41-2311531
E-mail: countysec@mombasa.go.ke
Website: www.mombasacounty.go.ke
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(g) County Executive of Mombasa Bankers
(8 Central Bank of Kenya
Nkurumah road of Mombasa,
P.O. Box 86372
GPO 80100
Mombasa, Kenya.

2. Kenya Commerc:al Bank letted
Treasury Square Branch,
P.O. Box 20254
GPO 80100
Mombasa, Kenya.

3. Cooperative Bank of Kenya Limited
Nkurumah road of Mombasa,

P.O. Box 87771

GPO 80100

Mombasa, Kenya.

4, National Bank of Kenya Limited
~ Bondeni Branch, Digo Road,
P.O. Box 90363
GPO 80100
Mombasa, Kenya.

(h) Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O.Box 30084

GOP 00100

Nairobi, Kenya

() Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O0. Box 40112

City Square 00200
Nairobi, Kenya
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FOREWORD FROM THE EXECUTIVE MEMBER OF FINAN CE.
In accordance with section 164. (1) of the Public Management Act 2012, which statess that at the end
of each financial year, the Accounting officer of the County Executive, shall prepare: the annual
financial statements in respect of all the county government entities in formats to be prescribed by the
Accounting Standards Board to include:
i. A statement of all money paid into and paid out of the County Exchequer Account ;

ii. A summary of—
a) The appropriation accounts and statements prepared by accounting officers under section 164, and

iii. A statement of payments ,if any, made out of the County Exchequer Account that are authorized
bylegislation other than an Appropriation Act

iv. A statement of the total amount of debt of the county Executive of Mombasa that is outstanding
at the endof the Period; : e

v. A statement of the debt guaranteed by the riational government at the end of the Period;
vi. Such other statements as the county assembly may require

I am therefore glad to oversee the presentation of the of the final statements for the Period ended 30
June 2017 which have been prepared in accordance with the accountin g standards prescribed and
published by the Accounting Standards Board from time to time.

Notable achievements during the Period were: Training and Development of staff through seminars
and workshops, Rehabilitating of County Roads, Construction of Early Childhood education Centres
and and Equiping of County hospitals.

The Budget implementation challenges of strategic objectives were the balooning wage bill and
limited funds to finance it, which hindered timely completion of Key Projects.

On the way forward, the County is enhancing revenue collection through automation to seal leakages
and seeking public private partnerships (PPP) to fund devel opment projects.

It’s my belief that the annual financial statements presents fairly the state of affairs of the County
Executive of Mombasa. :

T :
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Hazel J. Koitaba
County Executive Committee Member, Finance and Planning
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IIl. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Sections164 of the Public Finance Management Act; 2012requires that; at the end of each financial
year, the Accounting officer of the County Executive of Mombasa shall prepare financial statements

in accordance with the standards and formats prescribed by the Public Sector Accounting Standards

Board.

The County Executive Committes (CEC) memberfor finance of theCounty Executivie of Mombasa is
responsible for the preparation and presentation of theCountyExecutive of Mombasa’s financial
statements, which give a true and fair view of the state of affairs of the CountyExecutive of Mombasa
for and as at the end of the financialyear ended onJune 30, 2017. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to
beeffective throughout the reporting period;(ii) maintaining proper accounting records, ‘which
disclose with reasonable accuracy at any time the financial position of the County Executive of
Mombasa; (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 County executive of
Mombasa; (v) selecting and applying appropriate accounting policies; and(vi) making accountin g
estimates that are reasonable in the circumstances. '

The CEC member for financeaccepts responsibility for the CountyExecutive of Mombasa’s financial
statements, which have been prepared on the Cash Basis Method of Financial Reporting, using
appropriate accounting policies in accordance with International Public Sector Accounting Standards
(IPSAS).The CEC member for financeis of the opinion that the County Executive of Mombasa’s
financial statements give a true and fair view of the state of the CountyExecutive of Mombasa’s
transactions during the financial year ended June 30, 2017, and of its financial position as at that date.
The CEC member for financefurther confirms the completeness of the accounting records maintained
for the County Executive of Mombasa which have been relied upon in the preparation of the its
financial statements as well as the adequacy of the systems of internal financial control.

The CEC member for financeconfirms that the County Executive of Mombasa has complied fully with
applicable Government Regulations and the terms of external financing covenants(where applicable),
and that theCounty Executive of Mombasa’s funds received during the year under audit were used for
the eligible purposes for which they were intended and were properly accounted for. Further the CEC
member for financeconfirms that the County Executive of Mombasa’s financial statements have been
prepared in a form that complies with relevant accounting standards prescribed by the Public Sector
Accounting Standards Board of Kenya.

Approval of the financial statements

The County Executive of Mombasa’sfinancial stalements were approved and signed by theCEC
member for financeon 29 - (), 2017.

/) I/’_. "_\‘\"' ,‘

C‘.Otfnty Executive Committee member — Finance
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REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of the County Executive of
Mombasa set out on pages 7 to 132, which comprise the statement of financial assets
and liabilities as at 30 June 2017, and the statement of receipts and payments,
statement of cash flows and statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of matters described in the Basis of Qualified
Opinion section of my report, the financial statements present fairly, in all material
respect, the financial position of the County Executive of Mombasa as at 30 June 2017,
and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards (Cash Basis) and
comply with the Public Finance Management Act, 2012.

In addition, as required by Article 229(6) of the Constitution, except for the matters
described in the Basis for Qualified Opinion and Other Matter sections of my report,
based on the procedures performed, | confirm that nothing has come to my attention
to cause me to believe that public money has not been applied lawfully and in an
effective way.

Basis for Qualified Opinion

1.0 Presentation of the Financial Statements

The financial statements for the year ended 30 June 2017 presented for audit
verification had the following key information missing:

a) Key management details;

b) Statement of corporate governance and statement of compliance;

c) Information of amounts on related parties’ transactions at Note. 27 was incomplete;
and

d) Progress on follow up of auditor recommendations were not indicated.

Consequently, the financial statements do not comply with the guidelines prescribed
by the Public Sector Accounting Standards Board.

Report of the Auditor-General on the Financial Statements of County Executive of Mombasa for the year ended
30 June 2017

Promoting Accountability in the Public Sector



2.0 Inaccuracies in the Financial Statements

21 Variance between Financial Statements and Integrated Financial
Management and Information System

The figures in the financial statements for the year ended 30 June 2017 contained
discrepancies amounting to Kshs.14,948,430,445 compared with IFMIS records as
summarized below:

Description Amounts as per
financial
statements Amount as per
submitted IFMIS Variance
(Kshs.) (Kshs.) (Kshs.)

Total Receipts 9,630,991,400 0 9,5630,991,400
Total Payments 9,807,075,631 169,697,838 9,337,377,793
Totai Cash and cash 260,220,563 9,337,377,793 | (9,077,157,230)
equivalents !
Receivables — 164,657,051 489,135,881 (324,478,830)
outstanding imprest
Payables — Deposit 14,587,788 24,429,751,366 | (24,415,163,578)
and retentions
Total 19,477,532,433 34,425,962,878 | (14,948,430,445)

It was not clear why the expenditure in IFMIS varied with expenditure as presented in
the financial statements and therefore the validity of the figures contained in these
financial statements for the year ended 30 June 2017could not be ascertained.

2.2 Errors in the Financial Statements
2.2.1 Balances with Arithmetical Accuracies

Audit recomputation of the following balances in the financial statements revealed
casting errors amounting to Kshs.509,319,262 as detailed below:

Account Balance as per |

Note to the Financial Recomputed

financial Statements balance Variance

statements (Kshs.) (Kshs.) (Kshs.)
Exchequer 1 5,978,636,119 | 5,962,433,368 16,102,751
releases
Transfers from 3 383,064,320 271,236,320 111,828,000
other
government
entities |
Total 6,361,600,439 | 6,233,669,688 | 127,930,751

In addition, variance of Kshs.381,388,511 was noted in the opening balances in the
statement of cash flow as shown below:

Report of the Auditor-General on the Financial Statements of County Executive of Mombusa for the year ended
30 .June 2017
2



2.2.2 Comparative figures with Variances with Audited Financial Statements

Balance Figure as per
2015/2016 Figure as
Audited | presented in
Financial | the Financial
Statement Statement Variance
(Kshs.) (Kshs.) (Kshs.)
Comparative  balances in 5,600,804,835 | 5,197,893,978 | 402,910,857
Financial Statement -

Exchequer releases
Comparative balances in
Financial Statement - Other
grants and transfers

Total

346,854,712 | 368,377,058 | (21,522,346)

5,947,659,547 | 5,566,271,036 | 381,388,511

In the circumstances, the accuracy and completeness of the opening balances
variance of Kshs.381,388,511 for the year ended 30 June 2017 could not be

confirmed.

3.0 Bank Balances

3.1 Unsupported Bank Balances

The statement of assets as at 30 June 2017 reflects bank balance of
Kshs.259,676,769. However, included in the bank balance of Kshs.259,676,769, is an
amount of Kshs.22,261,933 being balances of six bank accounts and whose cash
books and bank reconciliation statements were not availed for audit review as shown
below:

No. | Name of Bank, Account Balance
No. Account Name (Kshs.)

i Eco Bank Cost Sharing 483,178
il Equity Bank Mock 624,345
iii Equity Bank Business Current Account (3,696)
iv Standard Bank LASDAP 1,064,900
v Kenya Commercial Bank | Salary control 93.206
Vi Chase bank Revolving fund 20,000,000
Total 22,261,933

In the foregoing, the accuracy and completeness of the bank balance amounting to
Kshs. 259,676,769 as at 30 June 2017 could not be confirmed.

3.2 Defunct Local Authority’s Bank Accounts

As reported in previous audits, a review of the supporting list of bank account balances
of Kshs.259,676,769 for the year ended 30 June 2017 revealed that five (5) bank

Report of the Auditor-General on the Financial Statements of County Executive of Mombasa for the year ended
30 June 2017
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accounts of the defunct Municipal Council of Mombasa were still operational. This is
contrary to Section 119 (2) of the Public Finance Management Act, 2012 which
requires each County Treasury to establish a single account at the Central Bank of
Kenya or a bank approved by the County Treasury. No proper explanation was given
for the anomaly.

3.3 Non-closure of Bank Accounts in Commercial Banks

As reported in the year previous audits, the County Executive operates seventeen (17)
bank accounts in various Commercial Banks which include the bank accounts for the
defunct local authority.

As at the time of audit, seven (7) bank accounts with a total balance of
Kshs.22,698,565 had not been closed and neither were bank reconciliations submitted
to the Office of the Auditor-General as detailed below:

Balance as at 30

No. | Name of Bank Account Name | June 2017 (Kshs.)
! Chase Bank Revolving fund 20,000,000
i Co-operative Bank LAFT B 21,486
- Eco Bank Cost Sharing 483,173
v Equity Bank Mock 624,345
V' | Equity Bank | Business C/A e (3,696)
& | Kenya Commercial Bank | MSA Deposit 5081337
& Standard Bank LASDAP 1,064,900
Total 22,698,565

This is contrary to Section 82(1) a & b of the Public Finance Management (County
Government) Regulations, 2015 which requires all County exchequer accounts to
open at the Central Bank of Kenya except imprest bank account, revenue bank
account and County public fund bank accounts. No proper explanation was provided
for this anomaly.

3.4. Bank Accounts Omitted in the Financial Statements

According to Note 21A to the financial statements, the bank balance of
Kshs 259,676,769 relates to twenty two (22) bank accounts. However, according to
the 2015-2016 audited financial statements, the County Executive operated the
following bank accounts which have been omitted from this financial statements
although there was no evidence that they had been closed as shown below:

Bank Account Name Balance as at 30
June 2016

(Kshs.)

Kenya Commercial Bank Kenya Roads levy 0
National Bank of Kenya Free maternity levy 2,944,806

Report of the Auditor-General on the Financial Statements of County Lxecutive of Mombasa for the year ended
30 Junc 2017
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Consequently, the accuracy and completeness of the bank balance of
Kshs.259,676,769 as at 30 June 2017 could not be confirmed.

4.0 Cash Balances

The statement of assets as at 30 June 2017 reflects a cash balance of Kshs.543,794.
According to Note 21B to the financial statements, cash balance of Kshs.543,794
relates to unbanked cheques which had been receipted. However, Mpesa payobill
collections for 29t and 30t of June 2017 and information available indicates that
Kshs.86,897,466 was on E-citizen revenue collection platform which have not been
disclosed under cash balance. It is not clear and the management has not explained
how this cash balance has been accounted for in these financial statements. In the
circumstances, the accuracy and completeness of cash balance of Kshs.543,794 as
at 30 June 2017 could not be confirmed.

5.0 Outstanding Imprest

The statement of assets as at 30 June 2017 reflects outstanding imprest amounting
to Kshs.164,657,051. Audit verification of outstanding imprest revealed the following:

5.1 Staff Holding Multiple Imprest

The audit examination revealed that Kshs.99,852,623 was held by seventy seven (77)
officers as multiple un-surrendered imprest contrary to Section 93 (5) of Public Finance
Management (County Government) Regulations, 2015 which provides that a holder of
a temporary imprest shall account or surrender the imprest within seven (7) working
days after returning to duty station. Although the management argue that some of
the imprest has since been surrendered, it was irregular to receive multiple imprest.
The propriety and regularity of multiple imprest balance of Kshs.99,852,523 could not
be ascertained.

5.2 Imprest Signed on behalf of Other Officers

It was observed that during the period under audit, imprest amounting to
Kshs.5,393,990 was issued on behalf of other staff contrary to the Section 91(2) of the
Public Finance Management (County Government) Regulations, 2015 which states,
“that the officer authorized to hold and operate imprest shall make a formal application
for imprest through an imprest warrant”. It was not clear why the officers could not take
responsibility for their imprests. It was further noted that there were no clear security
arrangements while carrying such large amounts of cash to avoid loss of public funds
as stipulated in Section 89 of the Public Finance Management (County Government)
Regulations, 2015 on security for cash in transit. The County Executive was therefore
in breach of the law.

In the circumstances, the accuracy, propriety and recoverability of outstanding imprest
balance of Kshs.164,657,051 as at 30 June 2017 could not be ascertained.

6.0 Deposits and Retentions

The statement of assets as at 30 June 2017 reflect a balance of Kshs.14,587,788 in
respect of accounts payables — deposits and retentions. However, there was no record
of outstanding deposits and retentions payable as at 30 June 2017. It was therefore

Report of the Auditor-General on the Financial Statements of County Executive of Mombasa for the year ended
30 June 2017
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not possible to confirm the adequacy of the balance of Kshs.14,587,788 in deposit
bank account. In addition, examination of Kenya Commercial Bank deposit account
cash book revealed in January, 2017, three payments totaling Kshs. 10,700,000 were
made in the name of a staff for disaster management. Although the cheques had not
cleared as at 30 June 2017, it was not properly explained why expenditure was paid
from the deposit account which holds money due to third parties.

In the circumstances, the propriety and accuracy of accounts payables — deposits and
retentions balance of Kshs.14,587,788 as at 30 June 2017 could not be confirmed.

7.0 Exchequer Releases

The statement of receipts and payments reflects Kshs.5,978,536,119 in respect of
exchequer releases for the year ended 30 June 2017. The figure of
Kshs.5,978,536,119 comprises of equitable share of Kshs.5,608,593,922 and
conditional grant to Level 5 hospital of Kshs.369,942,197. However, audit verifications
revealed that there was no evidence of separate books of accounts maintained for
conditional grant as set out in Annex 3 of the County Allocation of Revenue bill, 2016.
In addition, there was no evidence the Accounting officer prepared and submitted
quarterly performance reports to County treasury with copies to the National Treasury
and Ministry of Health on the utilization of Level 5 grant County Allocation of Revenue
bill, 2016. It was therefore no possible to determine whether the funds were utilized
towards sustaining the activities of Coast General Hospital in the provision of medical
training, specialized and inter—county referral services as a condition set out for the
grant.

In the foregoing circumstances, the validity and regularity of exchequer releases
amounting to Kshs.369,942,196 for the year ended 30 June 2017 could not be
ascertained.

8.0 Transfers from Other Government Entities

Included in the transfers from other government entities figure of Kshs.383,064,320 as
detailed in Note 3 to the financial statements are funds for leasing of medical
equipment, free maternity healthcare, user foregone and road maintenance levy.
However, contrary to the County Allocation of Revenue bill, 2016, there were no
separate books of accounts maintained for each grant. It was therefore not possible
to confirm if the funds were utilized for intended purpose. Therefore, the County
Executive was | breach of the law.

As a result, the validity and regularity of transfers from other government entities figure
of Kshs.383,064,320 for the year ended 30 June 2017 could not be ascertained.

9.0 County Own Generated Receipts
9.1 Rates

As reported in 2015/2016 report, other property income of Kshs.940,652,182 at Note
9 to the financial statements relates to property rates. However, the valuation roll which
was used for billing the plot owners had not been updated with new land subdivisions

Report of the Auditor-General on the Financial Statements of County Executive of Mombasa for the year ended
30 June 2017
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