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Independent Auditor's Report 

 
Report on the Annual Financial Statements 

Opinion 

We have audited the annual financial statements of Malindi Islamic Centre for Orphans set out on pages 7 to 14, 

which comprise the statement of financial position as at 31 December 2018, and the  statement  of  comprehensive income, 

statement of changes in trust funds and statement of cash flows for the year then ended, and  the  notes, comprising a 

summary of significant accounting policies and other explanatory information. 

 
In our opinion, the annual financial statements present fairly, in all material respects, the financial position of Malindi 

Islamic Centre for Orphans as at 31 December 2018, and its financial performance and cash flows  for the  year then  ended 

in accordance with the International Financial Reporting Standard for Small and Medium-sized Entities. 

 
Basis for opinion 

We  conducted our audit in  accordance with International Standards on Auditing (ISAs). Our  responsibilities under those 

standards are further described in the Auditor's Responsibilities for  the  Audit  of  the  Financial  Statements  section of our 

report. We are independent of the company  in  accordance  with  the  International  Ethics  Standards Board for Accountants' 

Code of Ethics for Professional Accountants (IESBA Code) together with the ethical  requirements that are relevant to our 

audit of the financial statements in Kenya, and we have fulfilled our ethical responsibilities in accordance with these 

requirements and the IESBA Code.  We  believe that  the  audit  evidence we have obtained is sufficient and appropriate to 

provide a basis for our opinion. 

 
Other information 

The directors are responsible for the other information. Other information comprises the information included in the Annual Report, 

but does not include the financial statements and our auditor's report thereon. 

 
Our opinion on the financial statements does not cover the other information and we do  not express any form of  assurance 

conclusion thereon. 

 
In  connection with our audit of  the financial statements, our responsibility is  to  read the other information and, in    doing 

so, consider whether the other information is materially inconsistent with the financial statements or  our knowledge 

obtained in the audit or otherwise appears to be materially misstated. If, based on the work we  have performed, we conclude 

that there is a material misstatement of this other information, we  are required to  report that  fact. We have nothing to report 

in this regard. 

 
Trustees' Responsibility for the Annual Financial Statements 

The trustees are responsible for the preparation and fair presentation  of  these  annual  financial  statements  in  accordance 

with the International Financial Reporting Standard for Small and Medium-sized Entities, and for such internal control as  

the  trustees determine is  necessary to  enable  the  preparation of  annual  financial statements  that  are free from material 

misstatement, whether due to fraud or error. 
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Statement of Comprehensive Income  

 Notes 2018  2017 

 

 
Income 

 

 
7 

Shs 

 
6,491,823 

 Shs 

 
7,106,684 

Gross surplus  6,491,823  7,106,684 

Operating costs 17 (6,558,231) 
 

(7,002,576) 

Operating (loss)/profit  (66,408)  104,108 

     

Net (loss)/profit for the year  (66,408)  104,108 
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Statement of Changes in Trust Funds  

  
Trust capital 

 Surplus 

funds 

  
Total 

 Shs  Shs  Shs 

Balance at 1 January 2017 8,335,818  48,659,505  56,995,323 

Surplus for the year - 
 

104,108 
 

104,108 

Balance at 31 December 2017 8,335,818  48,763,613  57,099,431 

 
Balance at 1 January 2018 

 
8,335,818 

  
48,763,613 

  
57,099,431 

Deficit for the year - 
 

(66,408) 
 

(66,408) 

Contributions introduced 337,390 
 

- 
 

337,390 

Balance at 31 December 2018 8,673,208  48,697,205  57,370,413 
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Statement of Cash Flows  

 Notes 2018  2017 

 
Cash flows from operating activities 

 Shs   

(Loss)/profit for the year  (66,408)  104,108 

Adjustments for:     

Depreciation - Tangible assets 2 143,274  166,220 

Net cash from operating activities  76,866  270,328 

     

 
Cash flows from financing activities 

    

Capital issued 4 337,390  - 

Net cash utilised in financing activities  337,390  - 

Increase in cash and cash equivalents  414,256  270,328 

Cash and cash equivalents at beginning of the year 
 

2,043,744 
 

1,773,416 

Cash and cash equivalents at end of the year 3 2,458,000  2,043,744 
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1. Summary of significant accounting policies 

These financial statements have been prepared in accordance with the International Financial Reporting 

Standards for Small and Medium-sized Entities issued by  the  International Accounting Standards  Board. The 

principal accounting policies applied in the preparation of these financial statements are set out below. These 

policies have been consistently applied to all the years presented, unless otherwise stated. 

 
The financial  statements comprise  a profit and loss account  (income  statement),  statement  of comprehensive 

income, balance sheet (statement of financial position), statement of changes in equity, statement of cash flows, 

and notes. Income  and expenses,  excluding  the components of other comprehensive income, are recognised 

in the profit and loss account. Other comprehensive income is recognised in the statement of comprehensive 

income and comprises items of  income  and  expense (including reclassification adjustments) that are not 

recognised in the profit and loss account as required or permitted by IFRS for SME's . Reclassification 

adjustments are amounts reclassified to the profit and loss account in the current period that were recognised in 

other comprehensive  income  in  the  current  or  previous periods. Transactions with the  owners of  the  trust 

in  their capacity as  owners are recognised in  the statement of changes in equity. 

 
1.1 Revenue recognition 

The trust recognises revenue when: the amount of revenue can be  reliably measured;  it  is  probable that future 

economic benefits will flow to the entity; and specific criteria have been met for each of the trust's activities, as 

described below: 

 
1.1.1 Grants 

Grants from the government are recognised at their fair value in profit or loss where there is a reasonable 

assurance that the grant will be received and the trust has complied with all attached conditions. Grants received 

where the group has yet to comply with all attached conditions are recognised as a liability (and included in 

deferred income within trade and other payables) and released to income when all attached conditions have been 

complied with. Government grants received are included in ‘other income’ in profit or loss. 

 
1.2 Property, plant and equipment 

Items of property, plant and equipment are measured at cost less accumulated depreciation and any accumulated 

impairment losses. 

 
Depreciation is charged so as to allocate the cost of  assets less their residual values over their estimated  useful 

lives, using the straight-line method. The  following rates are used for the depreciation of property, plant and 

equipment: 

 
Land and buildings 0.00% 

Furniture and fittings 12.50% 

Kitchen equipments 12.50% 

Computer equipment 30.00% 

1.3 Cash and cash equivalents 

Cash and cash equivalents includes cash on hand, demand deposits and other short-term highly liquid 

investments with original maturities of three months or less. Bank overdrafts are shown in current liabilities on 

the statement of financial position. 
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1.4 Trust capital and retained earnings 

All funds received by the trust are accounted for directly to the trust capital account. This  includes the  original 

donation received by the trustees to establish the trust, as well as all donations received by  the  trustees since the 

trust's inception. This excludes capital gains and losses realised by the trust in the normal course of its business 

activities. 

 
Retained earnings consists of all revenues, capital gains and capital losses retained by  the  trust  after  payment 

of all expenses, taxes and distributions of income and capital gains to beneficiaries. 

 
1.5 Provisions 

Provisions are measured at the present value of the amount expected to be required to settle the obligation using 

a pre-tax rate that reflects current market assessments of the time value  of  money  and  the  risks specific to the 

obligation. The increase in the provision due to passage of time is recognised as interest expense. 



MALINDI ISLAMIC CENTRE FOR ORPHANS 

Financial Statements for the year ended 31 December 2018 

13 

 

 

 

Notes to the Annual Financial Statements 
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The carrying amounts of property, plant and equipment can be reconciled as follows: 

 
 Carrying 

value at 

beginning of 

year 

 

Additions / 

Fair value 

gains 

 
Classified as 

held for sale 

/ Disposals 

 
Depreciation 

/          

Impairments 

 

2018 Carrying 

value at end 

of year 

Shs Shs Shs Shs Shs 

Owned assets      

Land and buildings 54,000,000  - - - 54,000,000 

Furniture and fittings 249,414  - (31,177) 218,237 

Kitchen equipments 827,349  - - (103,419) 723,930 

Computer equipment 28,925  - - (8,678) 20,247 

 55,105,688  - - (143,274) 54,962,414 

  

Carrying 

value at 

    

 
2017 Carrying 

 beginning of 

year 

 
Additions 

 
Disposals 

 
Depreciation 

value at end 

of year 

 Shs Shs Shs Shs Shs 

Owned assets      

Land and buildings 54,000,000  - - - 54,000,000 

Furniture and fittings 285,044  - - (35,630) 249,414 

Kitchen equipments 945,542  - - (118,193) 827,349 

Computer equipment 41,322  - - (12,397) 28,925 

 55,271,908  - - (166,220) 55,105,688 

 
3. Cash and cash equivalents 

 
Bank balances 2,458,000  2,043,743 

 2,458,000  2,043,743 

 2018 2017 

    Shs Shs 

Property, plant and equipment     

  

Accumulated 

2018 

Carrying 

  

Accumulated 

2017 

Carrying 

 Cost depreciation value Cost depreciation value 

 Shs Shs Shs Shs Shs Shs 

Owned assets       

Land and buildings 54,000,000 - 54,000,000 54,000,000 - 54,000,000 

Furniture and fittings 555,740 (337,503) 218,237 555,740 (306,326) 249,414 

Equipments 1,300,481 (576,551) 723,930 1,300,481 (473,132) 827,349 

Computer equipment 245,860 (225,613) 20,247 245,860 (216,935) 28,925 

 56,102,081 (1,139,667) 54,962,414 56,102,081 (996,393) 55,105,688 

 



MALINDI ISLAMIC CENTRE FOR ORPHANS 

Financial Statements for the year ended 31 December 2018 

14 

 

 

 

Notes to the Annual Financial Statements 

 

 

4. Trust Capital Account 

 

2018 2017 

Shs Shs 

 
Balance at beginning of the year 8,439,926  8,335,818 

Further donations received during the year 337,390  - 

Surplus for the year (66,408)  104,108 

Balance at the end of the year 8,710,908  8,439,926 

5. Surplus fund 

 
Surplus for the year (66,408)  104,108 

Surplus beginning of the year 48,763,613  48,659,505 

Surplus at end of the year 48,697,205  48,763,613 

 
6. Trade and other payables 

 
Sundry creditors 50,000 50,000 

  

 
7. Income 

 

 
 

Annual fund raising 5,099,626  5,707,442 

Fees received 1,342,337  1,347,116 

House rent 44,000  48,000 

Interest 5,860  4,126 

 6,491,823  7,106,684 
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Appendix  

 2018  2017 

MALINDI ISLAMIC CENTRE FOR ORPHANS 

INCOME 

 

 
Shs 

  

 
Shs 

Annual fund raising 5,099,626  5,707,442 

Fees collection 1,342,337  1,347,116 

 6,441,963  7,054,558 

 
Other income 

   

Donation 829,595  - 

Rental income 44,000  48,000 

Interest 5,860  4,126 

 879,455  52,126 

 
EMPLOYMENT EXPENSES 

   

Salaries & wages 5,193,409  5,211,575 

 5,193,409  5,211,575 

 
ADMINISTRATIVE EXPENSES 

   

Printing & stationery 264,635  287,732 

Communication 80,229  29,733 

Depreciation 143,274  166,220 

Bank charges 29,248  37,343 

Water and Electricity 123,297  102,922 

Audit fees 50,000  50,000 

Medical expense 11,000  27,000 

Examinations 40,728  89,034 

Repairs & maintenance 125,139  22,752 

Transport expenses 55,815  62,214 

Security 240,000  - 

Miscellaneous expense -  31,687 

Cleaning & Hygiene -  17,804 

 1,163,365  924,441 

 
PROGRAMME EXPENSES 

   

Donation 80,150  438,570 

Meals 950,902  427,990 

 1,031,052  866,560 

    

TOTAL EXPENSES 7,387,826.00  7,002,576.00 
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Taxation  PIN; P051158288Z  

Figures in Shs Add Back Deduct 2018 2017 

 Shs Shs Shs Shs 

Deficit/ Surplus before tax 
  

(66,408) 104,108 

Wear and tear - 143,273 
 

(166,220) 

Depreciation per income 

statement 

 
143,274 

 
- 

  
166,220 

Donations 80,150 829,595  - 

 223,424 972,868 (749,444) - 

Computed (loss)/income for the year   (815,852) 104,108 

Assessed loss brought forward   (337,722) (441,830) 

Taxable loss   (1,153,574) (337,722) 

 

 

WEAR AND TEAR SCHEDULE 

FOR 12 MONTHS TO 31ST DECEMBER 2018 

 
RATE 

Shs. 

30% 

II 

Shs. 

12.5% 

IV 

Shs. 

TOTAL 

WRITTEN DOWN VALUE 28,925 1,076,763 6,820,756 

Addition - - - 

QUALIFYING COST: 28,925 1,076,763 1,105,688 

Allowance 8,678 134,595 143,273 

WRITTEN DOWN VALUE 20,248 942,168 962,415 

 


