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Hon. Speaker,

0n behalf of the Members of the Public Accounts Committee and pursuant to provisions of
Standing Order No. 162 (_2), I take this opportunity to present to the House tne ieport ana
recommendations of the Public Accounts Commitiee on Special Audit of the proclrement
of Passport 

lssuing Equipment by the Department of lmmigration, Ofiice of the Vice
President and Ministry of Home Affairs,

Standing Order No, 147 states that'fhere s;hall be a select Committee to he designated
the Public Accounfs Commiftee for the examination of the accounts, showig the
appropiation of the sum voted by the House to meet the pubtic expenditure and oi such
other accounfs /ard before the House as fhe commiftee may thinkfif

Takino of further audit evidence

PREAMBLE

The Special Audit Report by the Controller and Auditor General on the procurement of
Passport lssuing Equipment was prepared at the request of the Public Accounts
Committee. lt was then tabled after which it was fonvarded to the Public Accounts
Committee for scrutiny. After lengthy deliberations on the Floor of the House, the
recommendation that the then Minister for Finance, Hon. David Mwiraria, MP be held
responsible for involving the govemment in such an expensive fraudulent project with a
company whose directors were unknown was expunged from the report following a
successful amendment motion by the then Minister for Water, Hon. Martha Karua, MP. ln
addition, the recommendation which stated that Ministers should be held responsible for
any fraudulent activities or embezlement of funds in their ministries was also expunged.
The motion for the adoption of the Committee report was consequently rejected on a vote
by the House,

The Committee deliberated at length over the way forward after the rejection of the report
and resolved that further evidence should be taken to establish the real perpetrators of the
Procurement of Passport lssuing Equipment Project and other related projects after which
it would table a more comprehensive report.

Public Accounts Committee consists of the following Members:

Hon. Uhuru Kenyatta, EGH, MP. (Chairman)
. Joseph K. Lagat, MP

Norman M. G. K Nyagah, EGH, MP
Billow Kenow, MP

Fahim Twaha, MP

Zebedeo Opore, MP

Charles Keter, MP

(iv)
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Hon. Ekwee Ethuro, MP, Hon. Aderina Mwau, Mp, Hon. Koigi wamwere, Mp and Hon.
Kembi Gitura, MP ceased to be Members when they were appointed Assistant Ministers.

Committee Sittinqs

The Committee mmmenced its sittings for the special audit report on 7h February 2006
and held twenty two (22) sittings in which various persons appeared before it and gave
evidence on the audit report. The Committee also decided io tafe evidence troni tne
former Permanent Secretary for Governance and Ethics (Mr. John Githongo). Since Mr.
John Githongo was willing to give evidence at a time when he alleged ti be receiving
threats from powerful personalities, the Committee resolved to takJ his evidence at a
suitable place for his safety and convenience and the Kenya High Commission Offices in
London were found appropriate. The following Members iravetted to London and heard
evidence on 11tt and 12tr February 2006:

The Hon. Uhuru Kenyatta, EGH, MP. (Chairman)
The Hon. Joseph K. Lagat, MP
The Hon. Norman M,G. K. Nyagah, EGH, MP
The Hon. Billow Kenow, MP

The Hon. Fahim Twaha, MP

The Hon. Zebedeo Opore, MP

The Hon. Charles Keter, MP

They were accompanied by a representatlve of the Controller and Auditor General and
four members of Staff from the National Assembly.

Witnesses who apoeared before the Committee

The following witnesses appeared before the Committee:

- Hon. Moody Awori, MP- Vice President and Minister for Home Affairs
- Hon. David Mwiraria, MP- former Minister for Finance
- Hon. Kiraitu Murungi, MP - former Minister for Justice and Constitutional Affairs
- Hon. Chris Murungaru,MP- former Minister of State in the Office of the President

in in charge of lntemal Security
- Amb. Francis Muthaura - Head of Public Service and Secretary to the Cabinet and
- Head of Public Service
- Mr. Dave Mwangi - former Permanent Secretary Office of the President
- Mr. J, H. M Oyula- former Financial Secretary, Tr:easury
- Mr. Joseph Magari- former Permanent Secretary, Treasury
- Mr. Zakayo Cheruiyot - former Permanent Secretary in the Office of the President
- Mr. Sylvester Mwaliko - former Permanent Secretary, Office of the

Vice President & Ministry of Home Affairs
- Hon Amos Wako, MP - Attorney General
- Ms. Dorcas Achapa - Attorney General's Chambers
- Ms. Bemadette Njoroge - Attomey General's Chambers
- Dr. Andrew Mullei - Cenhal Bank Govemor

(v)
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- Mr. Joseph Kinyua - Permanent Secretary - Treasury
- Mr. David Onyonka - former Head of Debt Management Department, Treasury- Mr. Philip K. Murgor - former Director, public Prosecutions- Mr. Fred Ojiambo, - Advocate, Kaplan & Stratton Co.

Evidence takinq

Except for a few instances at the initial stages of taking evidence, the wihesses were very
cooperative and they gave the Committee vital information. The reasons given against
providing evidence were that part or allof the matters before the Committee were also
before the courts, and therefore sub judice. As stipulated by the rules of naturaljustice,
the Committee considered reasons given by each of the witnesses and resolved to take
their evidence on matter:s which were not prejudicial to their cases in court.

However, the Committee noted with concem the manner in which some of the witnesses
who had no cases pending in court wanted to seek refuge behind the sub judice rule so
as to escape from giving evidence.

After careful scrutiny and considerations of the provisions of law, especially the National
Assembly (Powers & Privileges) Act, Cap 6 of the Laws of Kenya, Standing Orders and
Parliamentary Commonwealth Practice by Erskine & May, the Committee found the
following excerpts useful:-

0 The rule of 'sub judice' contained in Standing Order No. 74 is based on
parliamentary practice and the status (whether a matter is sub judice or not) may
only be interpreted by the Speaker,

(ii) on July 20, 2005 the Speaker made a ruling stating that the courts cannot stop the
business of the House. He also refened the House to a ruling made in 1966 by the
then Speaker Hon. Humphrey Slade who said 'l will be bound by a conclusive
decision of a court, but until that decision is made Parliament will continue';

(iil Section 14(1) of the Natjonal Assembly (Powers & Privileges) Act, Cap 6 of the
Laws of Kenya states that 'fhe Assembly or any Sfandrng Committee thereof
may subject to the provisions of Secfion 18 and 20, order any person to
attend before it and to give evidence or to produce any paper, hook, record
or documentin the possession or under the control ol |'/r,at personu.

(iv) Section 15(1) of the National Assembly (Powers & Privileges) Act, Cap 6 of the
Laws of Kenya states lhat'any order to attend to give evidence or to produce
documenfs before fhe Assembly or a Committee shall be notified to the
person required to attend or to produce the documents by a summons under
the hand ol the Clerk issue d by the direction of the Speaker".

(v) Secfion 18(3) of the Nationa/ Assembly (Powers & Pivileges) Acf Cap 6 of the
Laws of Kenya states that 'except upon the direction of the President, no
public olficer shall refuse -

(vi)Spccial Audit Rcpott by lhc Public AccouaE Committce
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(a) to produce before the Assem bly or a Committee any paper,
book, record or document; or

(b) give evidence before fhe Assemb ly or a Committee,,.

section 23 of the NationalAssemb/y (Powers & piviteges) Acf cap 6 of the Laws
of Kenya states that' any percon whoi

' disobeys any order made by the Assembry or a committee for
attendance or for production of papers, bookg documenb or records,
unless his afrendance or producfion [s excused under secfion 1T; or

refuses to be examined belore or to answer any lawful and relevant
guesfion put by, the Assembly or a committee , unless refusal rls

excused under Secfi'on 17; or

speaks words defamatory of theAssembly or its proceedings

shall be guilty of an offence and liable on conviction before a subordinate
court of the first class, to a fine not exceeding two thousand shillings or to
imprisonment for a term not exceeding twelve (12) months or to both such
fine and imprisonment.

The significance of hese excerpts made the progress of evidence taking possible.

The Committee received both oral and written submissions. lt also received recorded
information. The Committee subjected all evidence received to careful scrutiny and
listened to recorded information to satisfy itself that the voices in the recorded evidence
resemble those of the personalities mentioned in relation to the information. The evidence
received made the production of this report possible.

Evidence bv th former Permanent Secretarv for Governance and Ethics Mr
John Githonqo

The Committee noted that the former Permanent Secretary for Govemance and Ethics
(Mr, John Githongo) had been investigating corruption issues affecting Kenya. He had
appeared before the Committee on 24t' May 2004 and 28t'June 2004 and gave evidence.
However he had promised the Committee that he would give it his findings after conclusion
of investigations. Mr. Githongo however left public service and fled the country in January
2005. The Committee therefore took evidence from him at the Kenya High Commission
Ofiices in London.

Mr. John Githongo was accompanied by his LegalAdvisor-Prof. Makau Mutua.

Special Audtt RepotT by the Public AccounB Commiuee (vii)



Anolo Leasino tvpe contracts

While taking evidence he Committee noted that Anglo Leasing & Finance Limited is not
the only alleged non-existent Finance Company which the govemment has awarded
contracts to but there were several other companies involved.

Hon. Speaker Sir,

The Committee also noted that some of the alleged non existent Finance companies have
ongoing projects in the country. Unfortunately most of these financing companies have
been awarded security contracts which make it difficult for Kenyans to establish because
of the secrecy that sunounds security aspects of our country.

From the evidence received by the Committee it was alleged that the above mentioned
companies share directors, shareholders and many of them use the same addresses as
demonstrated in attachments contained in the report.

Contemot of the Committee

The Committee noted with grave concem that Hon. Kiraitu Murungi, MP initially declined to
be examined, He cited various reasons that were not valid, and published information
accusing Public Accounts Committee (PAC) of partisan agenda and lacking in mandate.
He also published parts of Hansard of the evidence by Mr John Githongo. He claimed that
the Parliamentary rules, practice and procedure have no room for a Committee of the
House to summon an Honourable Member, and that a member could only be'reguested,
The Committee consequently refened this matter to the Powers & Privileges Committee for
further action.

He appeared again before the Committee and repeatedly refened it to the Provisions of
Section 17 of the National Assembly (Powers and Privileges) Act, Cap, 6 of the Laws of
Kenya and the fact that Kenya Anti-Corruption Commission was investigating him on the
same matter

The Committee prepared verbatim reports of the evidence taken, Those reports are
available.

Conclusion

All the decisions made by the Committee were anived at by consensus of all the Members
sitting, The Committee presents the report to the House for debate and adoption. The
Committee urges the govemment to implement the recommendations contained in the
report as adopted by a resolution of the House without fear or favour. This is the only way
that comrption can be minimised or eradicated in our country.

Let me take this opportunity to express and record my gratitude to the Members of the
Public Accounts Cornmittee. They endured long sittings and sacrificed both leisure and the
interests of their constituencies during the period of taking evidence and compiling of this

(viii)
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reporl The Committee would like to thank all the witnesses who appeared before it and
especially Mr' John Githongo who was wilting to give evidence at a'time wtren ne a1eteoto be.receiving threats. from powerful per:sonalitiis. fne Comritt.. would also wish torecord its appreciation for the services rendered by the omce oitre Controller and Auditor
General' lndeed it is his audit of the Procurement Passport lssuing Equipment project
which led to the discovery of other Anglo Leasing typ" piir..rc. This discovery has alsoled Kenyans to wlru that many of theloans p.ii*it[-ti,;'.r"' money may be used tofinance projects of Anglo Leasing nature.

Hon. Speaker Sir,

My Committee wishes to record its appreciation for the adsistance given by your office andthat of the clerk of the National Ass'embly. The procedural-alvice given by those offices,
facilitation, services rendered by the staff,of the Nationar nssemuv and the Office of the
Controller and Auditor General as well as their aevotion to Outv n 

jr. ,ont iUrt J . g"rt
deal to the production of this report.

Finally the Committee wishes to thank the High Commissioner of Kenya High Commission
in London and his officers fo_r facilitating its s-ittings in tonOon as well as other courtesies
which were extended to the Committee.

ln conclusion, the Committee wishes to thank all other persons who contributed in one wayor another in the production of this report.

SIGNED

DATE

(cHAtRMAN)

tIr..-2?- Mo^- a).- 2oo 6
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T oF pASspoRT rssurt.tceQulpt,leltteYTHE
PEEXRIUENT OF tMMtGMTt esroenr mo unlsrRy oF
HOME AFFAIRS

A Special Audit of Pro_curement of Passport lssuing Equipment by the Departnent of lmmigration in
the Office of the Vice-President and other related isluei was canild out from iA Aprii iOO+io 7 May
2004' The audit revealed a number of unsatisfactory matters which are summarized in the ensuing
paragraphs.

1, ln June 2000, the Department of lmmigration (DOl) which was at that time within the gfiice of
the President initiated a review of its strategies, systems and procedures with a view to
addressing the issues of inefficient procedures and information system, revenue losses
arising from fraud and forgeries invoMing passports and visas amongst other weaknesses
within the Departnenl

2. ln a report on 'Computerization Needs Assessment" compiled and released by the DOI in
September 2000, it was recommended that a modem enhanced and comprehensive
computer based system otherwise refened to as 'lmmigration lnformation Management
System' (llMS) be designed and implemented.

3. In a letter dated 18 October 2001, the DOI requested the Ministerial Tender Committee
(MTC) Office of the President, for authority to procure a Passport lssuing System through
resticted tendering, citing the security nature of passports and the issuinj system. The
Ministerial Tender Committee supported this request and requested for Treasriry ipproval for
it. Treasury authority for restricted tendering was granted on I January, 2002 and
communicated to the DOI in a letter dated 5 February, 2002.

subsequently, five intemational firms were serected and invited to tender for
of the system under Tender Ref. No. 3/lMM/2001/2002. These firms were:-

the supply

De La Rue ldentity Systems of the United Kingdom
AIT Intemational PLC of the United Kingdom
Face Technologies of South Africa
Setec 0Y of Finland

Johannes Enschede of Nettrerlands

Three out of the five firms responded and after an initial analysis of their bids, tr,liS AIT
lntemational PLC was considered as having met both commercial and technical
requirements of the tender at a quoted price of Khs.622,039,944.65.

The Recunent Estimates for Vote R 01-Ofiice of the President for 2OO1I2OOZ did not
however have any funds allocated for the System under tender consequent upon which
the tender was not awarded and was formally cancelled on 5 August ,hOiOZ. lt is not clear
why the D01 would go out to tender for such a project knowing very well that there was
no budgetary provision in the Estimates for 200112002.

Thereafter, in a letter dated 20 August, 2002 the Dol sought authority from the

f-.[t3!glt secretary, Office of the president to procure the system in the year
200A2003. TIe DO1 indicated then that it was prudent to modify the ipecifications oithe
System to allow for a phased implementation over a period of iever,at years in order to

a

a

a

a

a
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ease the budgehry constraints experienced in 2001/2002. ln a letter dated 17 October,
2002, the Permanent Secretary, Office of the President confirmed trat tre procurement
would still be valid through to the year 20022003. ln the same month, the revised tender
for the System was floated under Tender Ref.l/lMIvU200Z2003 and six intematjonal firms
were selected and invited to submit bids. The six firms were:-

. Face Technologies of South Africa
r GET Group of USA

. De La Rue ldentity Systems of the United Kingdom

. Setec 0Y of Finland

. Johannes Enschede of Netherlands

. AIT lntemational PLC of the United Kingdom

Three of the firms responded by the deadline of 28 November, 2002 and quoted as
shown below:-

. FACETechnologies-Us$9,946,965-Kshs.79,173,619.95(US$1to Shs.78.3328)

. GET Groups - US$10,596,813 - Kshs.830,078,033.35 (US$1 to Shs,78.3328)

. De La Rue - GBP 7,951,255-Kshs.'t,105,753,998.60 (GBP 1 to Kshs.130.6660)

0n 6 February 2003, a Technical Committee comprising of Govemment lnformation
Techriology Services (GITS) of the Treasury and DOI canied out an evaluation of the
three bids and concluded that all three did not meet the requirements and specifications
set out in the invitation for tender and were therefore disqualitied.

According to the technical evaluation committee report, the three bidders were

disqualified because hey did not in heir bids specity the product brands, and or models

or provide proof of assent to purchase/s operational tesb amongst other aspects,

GITS subsequently advised that the System should be redesigned and expanded to
cover other operations of DOl including border controls and immigration monitoring

amongst other components. This advice was adopted and the proposed System wu
redesigned and enhanced to include the following main components:-

o High Security New Generation Passports
. Secure Passport Issuing System
. High Security New Generation Visas
. High Security Visa lssuing System
. Computerization of machine readable immigration records.

Apparently because of the expanded and enhanced system it was realiz

of the proposed system would be high and that donor funding would
was therefore indicated that Treasury was to seek funds from Do'
System.

0n 1 August 2003, a firm by the name Anglo Leasing & Finance
Upper Parliament Street, Liverpool L 19 AA, UK submitted to
Office of the Vic+President and Ministry of Home Affai,
unsolicited technical proposal for supply and installation o'
Document Control System (ISDCS). ln its proposal the fi'

7

8
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and install he System through its officially designated systems subcontractor in the name
of Francois{harles Obethur Fiduciare of Paris, France. The firm also submitted
alongside the propoul, a proposed financing agreement explaining the contract and
financing terms and conditions. The offer in the agreement proposed a hcility of Euros
31,890,000 (Kshs.2.67 Billion) for the system, repayable at s'r g'ater changed io 4%) per
annum quartedy commencing three months after the first payment, upto i period of 62
months.

I

It is not clear how the financing firm could have prepared and submitted a detailed
proposal for_a project similar to the one recommended by GITS before a request to do so
had been ofiicially made to it by the Govemment but the indications are thaihe firm may
have had fore-knowledge of the recommendation to enhance and expand the system,

Nevertheless, the Ministry accepted the proposal and in a letter dated 5 September 2003,
addressed to the Permanent Secretary, Treasury the permanent secretary, office of the
Vice-President and Minisfy of Home Affairs sought for Treasury authority for direct
procurement of the ISDCS uvhich authority was granted by Treasury in a letter dated 25
November,2003.

Although use of direct procurement is provided for in the Public Procurement Regulations
(2001) under section 19 as read together with Section 35, and may also be appmved
under section 3(2) of tre Regulations, it has not been explained why this mode of
procurement was adopted for the ISDCS instead of the restricted tendering method which
had been used for the earlier tendering prc,cess for new generation passports and
passport issuing system and which had been accepted as adequately addressing the
issue of security and the requirements of the DO1. As a result of direct sourcing,
Govemment was clearly denied the advantages of competitive bidding.

ln the same letter of 5 September 2003 the Permanent Secretary, Offtce of the Vice-
President and Ministry of Home Affairs informed the Permanent Secretary, Treasury of
the proposal by Anglo Leasing & Finance Ltd detailing amongst other aspects, the
System components and the proposed financing offer of Euros 31,890,000 (Kshs.2.67
Billion) repayable at an initial interest rate of 5% (later changed to 4%) within a period of 5
yeani. He requested for a technical review of the proposed System.

Simultaneously, in a letter dated the same 5 September 2003, the Permanent Secretary,
Office of the Vic+President and Ministry of Home Affairs sought the Attomey General's
legal comments and advice on the financing agreement submitted by Anglo Leasing &
Finance Ltd. ln response in a letter dated 18 september, 2003 to the Permanent
Secretary, the Attomey General recommended that a diligence test be performed on the
Anglo Leasing & Finance Ltd to determine the nurnber of projects of the same nature the
firm had competently supplied and completed as well as its credit rating. Records so far
made available however do not show any such test as having been performed and no
explanation for the omission has been provided. ln addition, it has also not been
indicated how the Ministry assessed the authenticity, capacity, eryerience and track
record of the subcontractor Francois-Charles Obethur Fiduciare to determine whether the
firm was capable of competently handling a project of the magnitude and complexity of
ISDCS.

10.

11.
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13.

Subsequently, the Supplie/s Services and Financing Credit Agreement now under

confact No.KENYA/G0tffiA0305/01 for the ISDCS project was signed on 4 December,

2003 between Anglo Leasing and Finance Ltd and Govemment of the Republic of Kenya,

the Govemment being represented by both Permanent Secretary, Office of the Vic+
President and Ministry of Home Afiairs and Permanent Secretary, Treasury. And
pursuant to article 12.3 of the Agreement, an amount of Euros 956,700
(Khs.91,678,169.25) in respect of 3% of the credit sum, representing 'anangemenf,
'commitmenf and "administration" fees now became due and payable to the financing

firm. Accordingly, ttis amount was paid on 6 February, 2004 through payment voucher

N0.5319 of the same date.

The handling of the ISDCS project and he eventual signing of the financing/supply

contract agreement raises a number of unanswered questions and issues among them

the followingi

(a) The DOI does not appear to have prepared specilications or Terms of Reference for

the ISDCS, The basis on which evaluation of the proposal submitted by Anglo Leasing

& Finance Ltd was canied out is therefore not clear, Clearly and arising from lack of

specifications or Terms of Reference for the System, Govemment evidently stood

disadvantaged in the entire project negotiation and in particular in determining whether

or not the price of Kshs.2.67 billion for the project represented a fair and competitive

value for money.

(b) From the sequence of events, it would appear that the proposal by Anglo Leasing &

Finance Ltd was made with fore-knowledge of the recommendation by GITS that the

System was to be enhanced and expanded. lt has not however been clarified how the

firm obtained the fur+knowledge.

(c) The request for direct procurement by tre Office of he Vice-President and Ministry of

Home Affairs and the approval of the same by the Treasury arcse as a result of the

receipt of the proposal from Anglo Leasing and Finance Ltd and was therefore meant to

ensure that the conhact was awarded to the firm.

(d) Section 5 of the Extemal Loans and Credit Act Cap 422 stipulates inter-alia that 'As

soon as practicable, afrer a loan has been ananged or credit obtained under this Act,

the Minister shall lay before the National Assembly a report on the transaction

specifying the parties, the circumstances giving rise to the Fansaction, the amount or

value of the transaction, the cunency in which amount or value is expressed, the terms

and conditions as to interest and repayment............'. Although a report on this credit

has not so far been laid before National Assembly, it has been indicated that such a

report is in the process of being prepared for presentation to the NationalAssembly.

With regard to the payment of Euros 956,700 (Kshs.91,678,169.25) to the financing

firm, no explanation has been provided as to what exactly was represented by

'anangemenf, 'commitmenf and 'administratiVe" fees and whether Or not such

payment was included in financing package of Euros 31,890,000 (Kshs.2.67 Billion) as

per the Agreement Further, no Bank Guarantee in respect of the above advance

payment was made in favour of Govemment in event of non-performance by the

supplier.

(e)

4Spccial Audit Reporl by the Public Accounts Commifree
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(g)

(h)

ln.the absence of diligence test having been performed on the financing company as
advised by. the Atomey General and lalk of evidence of assessment by-the tvti'nistry ot
the capacity, experience and track record of he subcontactor to han'dle a projeit of
this magnitude, the basis for determining the ability of the two firms to perform tne
contract is not clear.

As also observed by the Ofice of the Attomey General, it is doubtful as to whether the
Ministry in the absence of its own specifications on the TSDCS has the capacity to carry
out an evaluation and acceptance test after completion of the project.

Although 'the Office of the Attorney General eventually cleared the Agreement subject
to Treasury's evaluation and concunence on the finlncial and tech]nical aspecti, a
perusal of the Agreement reveals that it contains many clauses which appear to be
disadvantageous to Govemment. For instance it is observed that under various
clauses in Article 31 of the Agreement, the supprier would be entiged to demand the
immediate payment of ttre total sum of the Agreement and the repayment of all sums
outstanding arising from the Agreement in the-event of default by the buyer.

5
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EXECUTTVE SUITIMARY

Following the rejection of the first Public Accounts Committee report on the special audit of the
Procurement of Passport lssuing Equipment, the Committee sought to obtain further evidence. The
Committee noted that the investigation into this contract revealed severalsecurity related contracts of
similar nature. The summary of its findings are as follows:-

Anqlo Leasinq contract for Procurement of Passoort lssuino Equioment

The contract for the Procurement of Passport lssuing Equipment seems fraudulent because the price

of the contract was three times that obtained through restricted tender in 2002. The results of that
tender were conveniently cancelled by the former Permanent Secretary Mr. S. Mwaliko, who then
proceeded to introduce Anglo Leasing & Finance Ltd into the project.

Evidence adduced before the Committee by the former Principal lmmigration Oficer (PI0), Mr. Ole

Ndiema, revealed that the scope of the contract did not change much. The manner in which the officer

responsible for lmmigration departnent (PIO), was Ieft uninformed about the negotiations going on

with Anglo Leasing & Finance Ltd on the project was of great concem to the Committee.

Evidence obtained indicate that investigations by the Kenya Anticorruption Commission (IGCC) and

former Permanent Secretary, Mr. J. Githongo at the time revealed that the Anglo Leasing & Finance

Limited purportedly registered in UK and not registered as stated in the contract,

Anqlo-Leasinq tvpe contracts

The Committee heard evidence and noted that Anglo Leasing & Finance Limited is part of an

organized, systematic and fraudulent scheme designed to fleece the govemment through the so-

called special purpose finance vehicles for purported security contracts. The salient features of these

contracts are as follows:-

All contracts are supply and finance contracts, in which the contractor is purportedly financed

extemal credit through what is called lease finance. ln reality, it is the govemment that unwittinglv

upfront for these projech.

Evidence received indicates that most of the lease finance companies used in these contr
considered to be possibly non+xistent.
Security was used as an excuse to procure these contracts using single sourcing, ever
projects merely involved the postalservices and meteorological department
The effect of using non*ompetitive process in procurement is over-pricing of the
possible that a few individuals use different companies as fronts to perpetrate thes
with the support of govemment oflicials
Further investigations are likely to reveal that these companies could possi'

shareholders or owners/agents

Status ofthe contracts

Eighteen separate contracts of Anglo Leasing nature worth over Kshs.t
govemment between 1997 and 2003. Some of these were complete
others were cancelled by the Govemment.

Special Audit Report by the Public Accour

qs



t
A total of Kshs.18 billion was paid on hese contracts as at May 2005. Out of hese, IGhs1.04g billion
was refunded by trese companies in unusual circumstances on account of trree projecb: lnfotalent
Ltd, and Anglo Leasing & Finance Limited.

Twelve of the projects are stitl ongoing as the relevant contracts were not legally cancelled. However,
no payments have been made on the projects since May 2005. Conseqlenity, the projects have
stalled. Total amounts due on these ongoing projects ai at February iOOO 

'11as 
Kshil5 billion,

including principal, interest and penalties.

Key govemment officials have misled this Committee into believing frat all payments relating to these
contracts have been suspended since August 2004. The Committee'noted with concem that

Plry1n-E amounting to US $4.75 million were made to Universal Satspace between that date and
May 2005.

When were these contracts initiated?

Pressed for cash following the suspension of donor support amid growing insecurity, the Cabinet in
2001 authorised the use of lease finance and suppliers credit to pay for priority-security related
projects. lt is important to note that Cabinet approved a specific poliry flease Finance or
Supplies Credit) to linance such projects but not specific contracts as alleged by some of the officials
who gave evidence before this Committee.

Out of the 1 8 projects listed, two were contracted in 1997 and 1 998 before the poliry was adopted by
the Cabinet. Ten of the projects were initiated, negotiated, contracted and signed between February
2001 and December, 2002, the remaining eight projects were negotiated, contacted and signed in
2003.

who are the kev persons associated with these companv / comoanies?

The flowchart at the end of this report clearly depicts possible inter-relatedness of Anglo Leasing &
Finance Limited and the companies associated with top priority security related projects covered in
this report.

key pe rsons who are either agenb, possible owneni or possible directors of these companies are
follows:

A) MrDeepakKamani
B) Mr Anura Perera
C) MrAmin juma
D) Mertyn Kettering
E) Mrs Ludmilla Katuschenko

22(3) of the Constitution states 'where the Vice President or eny other Minister has been
with the responsibility tor a depafunent ol govemment he shall exercise general
and control over that depaftnent and, subject to that direction and contol, every

ls a concept based on prior supply of goods and/or services for later
to payment of a commitnent fee. Repayment of tre debt would only commence subject to receipt of tre
The ldea/concept was noble but was greauy abused. As noted in most of hese conEacts, paymenb for

began even before supply of the goods or commencement of the projects.

I

Spccial Aadit Rcport by thc Public Accounu Comaifice 7



departnent ol govemment shall be under ffie supervhion of a permanent secrefa4/. The
import of this is that trey are constifutionally responsible for actions of those under their conhl. The
Committee is of the view that tre Vice President and the Ministers involved did not exercise due care
and diligence in undertaking those responsibilities.

The Committee further heard evidence that in exercising direction and control in their ministies, the
political leaders of hese ministies were in fact involved in policy implementation. For instance, Hon.
Mwiraria, MP approved the Passport lssuing project contract via a memo dated 2na October 2003; H E
Hon. Moody Awori, MP approved he same contract through a memo to his Permanent Secretary
dated 8 September 2003; Both however claimed they were unaware of the project, yet evidenci
obtained and detailed in Part 2 of this report indicate they were welr briefed.

The Committee also heard evidence that as a practice in public service, the Permanent Secretaries
regularly briefed their Ministens, and hence they were adequately informed as regards these
contracts. Evidence in these regard was given by Messrs Magari, Mwaliko and Dave Mwangi among
others. AII the three were former permanent secretaries.

The Committee obtained sufiicient evidence that key ministers in the govemment at the time
attempted cover-up of these scandals, and also hindered investigations into the same. These include
Hon. Mwiraria, MP and Hon. Murungi, MP and such evidence is available on tape.

The Ministrv of Finance

Evidence provided before the Committee reveal that the Ministry abdicated its Treasury role to oher
ministries in as far as securing extemal loans and credit is concemed. Although the Ministry is

charged with the overall responsibility of financial management in the public sector, its lack of
detecting anomalies in the finance lease contracts that led to potential loss of billions of taxpayers'
money leaves a lot to be desired. The Ministry's inability in carrying out due diligence on the lease
finance confacts and approval of procurement of the so+alled security related contracts through
single sourcing is of deep concern,

The Committee noted with grave concem that there was a disconnect between Treasury's Debt
Management unit and the procuring ministry. The unit processed payments merely on the basis of a
repayment schedule without attempting to satisty itself from the procuring ministry so as to ensure

that the supplier was implementing the project and so as to give justification of payments in
accord ance with g ovemment fi nancial regulations.

It also failed to advise the govemment on the grossly unfavourable terms of the lease finances for
example the contract terms for payment to suppliers were not tied to performance of the contract.

The Committee noted that the ministry failed to report to Parliament on the terms of these extemal
credit as required by law, and allowed off-budget financing of these security contracts. The Central
Bank also was never involved in consultations over the extemal loans as required by law, Section 31

of the Central Bank Act Cap 491 of the Laws of Kenya states that 'the bank shall administer any
payment agreemenfs entered into by Kenya and the bank shall be consulfed by the
gov emment in negotiating any payment agreemenb",

The Committee noted that despite the fact that the Treasury had powers to withdraw appointment of
arcounting officers for flouting the law, those powers have possibly never been exercised nor did it

fiireasury) refuse to approve finance contracts it disapproves of.
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The Permanent Secretary, Treasury claimed having stopped payments to eighteen (18) contracts,
without showing written proof, implying that lack of proof may be htr of stoppage.

ln spite of the concems over these projects, and contary to what ttre Committee was told by the Hon
Mwiraria, MP no formal instructions were made by the Minisfy to suspend paymenb on the confacts.

The Committee noted with concem that the Permanent Secretary, MinisFy of Finance received audit
reports relating to the above contracts in October 2005 but has not responded to date, consequentty
delaying the tabling of the same in Parliament.

The Attornev General

In accordance with Govemment Financial Regulations and Procedures, Chapter g on Bonowing by
Govemment, states ... "the office of the Attomey General shall be involved at alt times during
negotiations for loans, drafting or execution of ensuing legal instrumenfs"

The Committee noted with grave concem that the Attomey General was not involved in negotiations
for the contracts as required by the Financial Regulations. Neither did he make any efforts to demand
his involvement as the chief govemment legal advisor. Section 26(2) of the Constitution states hat
"the Attomey General shall be the principal legal advisor to the Govemment of Kenya."

Section 26(4) of the Constitution states that "fhe Attomey-Genenl may require the Commissioner
of Police fo investgate any matter which in the Attomey-General's opinion, relafes to any
offence or alleged offence, suspected offence and the Commhsioner shall comply with that
requirement and shall repodtothe Attomey General upon the investigation".

The Committee further noted that the Attomey General merely gives legal opinion to satisfy those
contracting with the govemment in accordance with intemational norms. He does not however seem
to scrutinize the terms of the conhact in order to protect the govemment from possible abuse.

The Committee leamt that his ofiice does not even have the capacity to undertake a statutory
verification of those entities transacting with the govemment, and no effort does seem forthcoming
from govemment to save the situation.

PART 
'

SUMMARY OF JOHN GITHONGO'S EVIDENCE

His Appointment, Responsibilities and Tenure

Mr. John Githongo testified that on or about 7h January 2003 he was asked by His Excellency the
President to accept an appointnent as Permanent Secretary for Govemance and Ethics in his new
administration. Previously Mr. Githongo worked as the Executive Director of Transparency
lnternational and also served on tre wodd-wide board of the organization, based in Berlin, Germany.
Mr. Githongo's main function was to serue as an advisor to the President on matters of integrity. He
would be answeable directly to the President, a fact which the President emphasized during the initial
discussions preceding the appointrnent. As a result, his ofiice would be within the State House
Building, within easy access to the President. Mr. Githongo informed the Committee that within a
week, he had wound up his work at Transparency lntemational and started his work at State House.
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Arising from his duties as an adviser to the President, he took on a number of specific responsibilities,
including as secretary to the Cabinet Commiftee Against Corruption, whose members included the
Minister of Justice and Constitutional Affairs, the Minister of State in the Office of the President, in
charge of lntemal Security, the Minister for Roads and Publics Works, the.Minister for Finance, the
Minister for Local Govemment and the Minister for Lands. He also served as Chairman of the
govemance, justice, law and order sector within tlre GJLOS programme and also sat on the
Commission of lnquiry on illegal and lnegular Allocation of Land, which was a project of the Cabinet
Committee against Conuption, Other projects of this Committee were the Commission of lnquiry on
the Goldenberg Affair, the Pending Bills Closing Committee, the project with Kroll and Associates to
trace money which is he proceeds of corruption held by Kenyans abroad and the Public Complaints
Unit, which was at an advanced stage of creation by the time he left the service of Govemment. His
ofiice also sat on the NationalAnti-Corruption Campaign and also on the Task Force on Truth and
Reconciliation created by the Ministry of Justice and Constitutional Affairs. Further, his office worked
with the Committee on the Reform of the Judiciary created by the Chief Justice in March 2003.

Mr. Githongo informed the Committee that during his tenure as Permanent Secretary, he had
unimpeded access to the President and that he jealously guarded the anangements that enabled him
to report directly to the President. The reports to the President were in two forms, firstly written
memorandums; and secondly, oral briefings. Towards the end, there were complications in these
reporting anangements but by and large, he always succeeded in reporting directly,

The Anglo Leasing and Related Scandals

Mr. John Githongo informed the Committee that his office received information on 3d March 2004 tirat
a questionable company, called Anglo Leasing and Finance Limited, had been awarded a contract at
the lmmigration Department worth Kshs.2.7 billion. The company had even been paid Kshs.90 million
as a down payment equal to 3% of the value of the contract. Mr. Githongo said he remembered thr
date, and all the other dates forming part of his testimony because, going back to his high schr
days, he has always maintained a detailed dairy in which he records significant daily events.

The infomation about the award of a large contract to a dubious company was greatly trou'
him because, he thought, if the public got to know about it, it would cause great dificulty te
corruption credentials of the new administration, He made further inquiries which disclos'
company was associated with Mr. Deepak Kamani who, according to Mr. Githongo, had
of entering into contracts with the govemment that were the subject of scandal. Mr. Gitl'
as an examPle, the contract in which the govemment bought motor vehicles for the p,

1980s of the make Mahindra, which proved singularly unsuitable for use by the polic

Mr. Githongo informed the Committee that on 10n March 2004, he managed to
Mr. Deepak Kamani was behind the contract between Anglo Leasing and F 4/,
Ministry of Home Affairs. He immediately telephoned the Vice-President, l-

was also the Minister for Home Affairs, to inform him of this discovery. '

with the Vice-President the information that he had just received that his
into a contract with a company whose existence was doubtful a

associations. He advised that the Ministry should avoid the contra
people who in the past had caused great concem to the Govemmen'

According to Mr, Githongo, the Vice-President promised that he ''

,b7,
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ffie1 pcelying Mr. Gihongo s evidence, the Committee, on retum to Kenya, met with the V6+
President Hon' Moody Awori, MP on 22nd February 200G. rAftren asked to comment on Mr. Githongo,s
assertion, the Vice-President accepted trat Mr. Githongo had had a telephone conversation with him
in which he expressed concems over the Anglo Lea-sing contract However, the Vic+president
claimed that the conlrersation was much lateithan on iot March 2004, and even later than 21st
March 2004, the date on which he (Hon. Awori, MP) issued a ministerial staternent in the National
Assembly on the scandal.

ln addition to talking to the Vic+president, Mr. Githongo claimed that he also briefed the president on
4tr April, 2004.

He further testified that on 2no May 2004, the President gave him firm instructions to look into the
Anglo Leasing afiair with a view to ensuring that Kshs. 91hiilion, said to have paid to Anglo Leasing
under the contract, was recovered. Thereafier, Mr. Githongo testified that, in the company-of Minister
for Justice and Constitutional Affairs, Hon. Kiraitu Murunli, MP and the Minister oi Finance, Hon.
David Mwiraria, MP he travelled to London to the ofiices of Xrott and Associates, who were working
for the govemment and that while at the offices of Kroll, the three of them informily estabtished that
Anglo Leasing, which claimed to be registered in the United Kingdom, was indeld not registered
there.

Mr. Githongo also further claimed that on the 4tr May 2004, he was invited fur lunch by ttre Vic+
President, Mr. Awori, MP in his house. This invitation was sent trrough Hon. Murungi, Mp. Also
invited to lunch were the Minister for Finance, Hon. David Mwiraria, trlp, the Ministei hr lntemal
Security, Hon. Dr. Murungaru, MP and Hon. Murungi, MP himself. Hon. Mwiraria, Mp, however did
not come for lunch. The three made inquiries with Mr. Githongo on the need for investigations given
that the Vice President had already given a ministerial statement on the Anglo Leasing- matter. He
said he found the inquiries a disconcerting, as he thought the three were alittle nervous about the
goings+n regarding Anglo Leasing.

when inteMewed by the committee, the vice-president admitted that a lunch meeting took place
between him, Hon. Murungi, Mp, Hon. Muru ngaru, MP and Mr. Githongo in his house. Howelrer, he

not remember when this happened and what was discussed at the meeting. He explained that
residence habifually hosted meetings, before I,{ARC came into power and after, over meals with

ment ofiicials and Members of Parliament that these were so many that he could not
the particular meeting that Mr. Githongo was refening to. Hon. MoodyAwori, Mp however,

that during this lunch meeting he received a briefing from Mr. Githongo on Anglo Leasing as
baffled AS to why there was still so much public debate even after his ministerial statement,

was supposed to have re-assured the public. For his part, Hon. Murungaru, MP said ttrat he
so many meals over meetings at Hon. Awori's place that he could not remember the specific
refened to by Mr. Githongo.

informed the Committee that the investigations by the I(ACC were geared towards
g who was behind the Anglo Leasing & contract, in view of the clairn that the company,
already been paid a substantial amount of money, was possibly a phantom. According to

March, 2004, the key suspects in the attempted fraud had been identified as a result of
by the IGCC, During the course of investigations, it was discovered that a further Khs.

about to be paid to Anglo Leasing and Finance Ltd, which he stopped. Attempts to
nts on the transaction from the permanent Secretary to the Treasury Mr, Joseph
, were not fruitful.
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Mr. Githongo said that on 10ut May 2004, he briefed the President on the prcgrcss in the Anglo
Leasing investigations and that on the same day Hon. Murungi, MP informed him that thele
investigations werc causing some disquiet with the Presidenfs personal secretary Mr. Alfred Getonga
and Hon. Murungaru, MP.

On ]3tt May 2004, the Controller and Audit General completed his preliminary investigations on the
Anglo Leasing matter and the following day, Mr. Githongo testified that he received information that
Anglo Leasing was only one of several phantom companies that were involved in questionable
contracts with the govemment. 0n that day, he advised the President that another project by the
same company for he construction of a forensic laboratory was taking place at the Police
Department. ln the evening on the same day, Mr. Githongo said he was called by the Head of Civil
SeMce and Secretary to the Cabinet, Ambassador Francis Muthaura, who informed him that the Euro
956700 paid 

!o Anglo Leasing & Finance Limited had been refunded to tre govemment. Eventually,
on 17tt May 2004, he got documenbry evidence of the refund. 0n the same day, Mr. Githongo said
he was visited by Hon. Murungi, MP in his office, wfro expressed his concem about the investigations
that were going on regarding Anglo Leasing. Hon. Murungi, MP wondered whether Mr. Githongo
appreciated the political costs of these investigations. Hon. Mwiraria, MP also dropped in on Mr.
Githongo and informed him that Mr. Jimmy Wanjigi, a businessman concemed about the Anglo
Leasing investigations, had swom that he would kill Mr. Githongo.

Again, on 17n May, 2004 Mr. Magari and he then Permanent Secretary in the Ministry of Home
Affairs, Mr. Silvester Mwaliko, were relieved of their duties as a result of tre Anglo Leasing
investigations. The head of the public service Ambassador Muthaura informed the Committee trat it
was his action that led to a decision to relieve the two of their duties.

0n 17n May, 2004 according to Mr. Githongo, Hon. Murungi, MP informed him that thef were
planning to attack him through his father. The conversation between the two had established thef
to mean Hon. Murungaru, MP and Mr. Getonga. Mr. Githongo said he was getting increasingly
concemed about the discomfort that the Anglo Leasing inquires were causing to a small group of
politicians and businessmen.

Mr. Githongo then related an incident, which, he said, took place on 20tr May, 2004 in the office of
Hon. Murungi, MP. Hon. Murungi, MP had invited Mr. Githongo for a meeting on that day in his office.
When he entered, Hon. Murungi, MP showed him a case file from the office of a Nairobi advocate, Mr.
A. H. Malik, which related to Mr. Githongo's father. The senior Githongo had obtained a loan from Mr.
Malik more than 10 years previously, which he had used to purchase and develop property within
Nairobi. The propefi was cunently his home. Later, the senior Mr. Githongo had defaulted in his
repayment of the loan from Mr. Malik who had obtained a court judgment on the loan against the
senior Mr. Githongo. Hon. Murungi, MP then told Mr. John Githongo that the loan had not been
advanced by Mr. Malik as Mr. Githongo believed, but by a Mr. Anura Perera, a businessman.

Further evidence on Mr. Perera is covered later on in this report. Hon. Murungi, MP informed Mr.
Githongo that Mr. Perera had called him about the loan matter and was willing to discuss an amicable
settlement. He was proposing that in retum for Mr. Githongo going easy on the inquiries on Hon.
Murungaru, MP and Mr. Getonga which were holding up money owed to him by the govemment, Mr.

Perera would be prepared to go easy on the loan to Mr. Githongo senior.

To conoborate this, Mr. Githongo produced to the Committee a tape recording of the conversation
between himself and Hon. Murungi, MP over this matter. He explained that he had decided to make a
recording of this conversation with Hon. Murungi, MP because he had realized that nobody would
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ever believe fie serious allegations he may have to make against such a senior member of the
govemment.

The Committee played and listened to the tape recording. The voices of Hon. Murungi, Mp and Mr.
Githongo were clearly identifiable on tre tape.

Mr. Githongo informed the Committee that the decision to record the conversation between himself
and senior members of the govemment was a difficult choice he had to make when he was in the
governmenl He realized that he would not be believed unless there was some way of conoborating
the serious claims he had against senior members of the administration. There being no paper trai[
he realized that it would ultimately come to his word against theirs. He realized tnit mucn as the
administration was chasing old corruption, some members were, at the same time, committing acts of
corruption on their own and trat the public would find it difficult to believe this. ln his view, even the
President, when briefed that members of his administration were involved in fresh coruption, did not
appear to believe it. Mr, Githongo informed the Committee that he sometimes canied dictaphones to
meetings, especially if he thought that important matters would be discussed, and that the president
was aware of this practice. When he realised that he would have to leave govemment, given the way
things were going, he took the recording seriously.

The Committee listened to what Mr, Githongo claimed was the conversation between him and Hon.
Murungi, MP on 12ut February 2006. Members of the Committee are all familiar with the voice of Hon.
Murungi, MP and, having been listening to Mr. Githongo, had also become familiar with his voice.
The Committee was able to identiff Mr. Githongo's voice and that of Hon. Murungi, MP on the
recording. Hon. Murungi, MP tells Mr. Githongo on the tape that 'Perera is the one who gave the
loan. He was the undisclosed principle". He adds that the senior Mr. Githongo was aware of this
through Mr. Malik. ln the conversation that follows, Hon. Murungi, MP says that Mr. Perera has been
involved in the security matters for some time and that he had supported 'our chief. ln answer to Mr.
Githongo's question, Hon. Murungi, MP confirms that Mr. Perera supported 'our chief even when he
was in hospital, in 1997 and 2002.

Hon. Murungi, MP is then recorded to say that he had been shown documents by Mr, Malik, which
showed that the senior Mr. Githongo had bonowed money from Mr. Malik to delelop a property in
Kitisuru and that the loan was for Kshs. 5 million. He was also shown a copy of the judgment for
Kshs. 50 million against Mr. Githongo. Hon. Murungi, MP then says that Mr. Perera is very close to
Alfred and that the general message is that Mr. Githongo should 'go a bit slovrl in the enquires on the
passport case and that, in retum, they can go slow on the senior Mr. Githongo regarding his debt to
Mr. Malik.

Mr. Githongo is recorded to reject this proposal and to tell Hon. Murungi, MP that the family would
rather seek competent legal advice an attempt to fight off the loan claims by Mr. Malik.

The Committee carefully considered the recording in the audio tapes and the accompanying
explanation by Mr. Githongo. Hon. Murungi, MP, whom the tapes mention adversely, was sent a
notice by the Committee to appear before it and provide a response to the claims by Mr. Githongo.

Back to Mr. Githongo's evidence, he testified that on 25tr May 2004. He was called by Ambassador
Muthaun who complained about the legal authority of the I(ACC to conduct anti+orruption
investigations. The Head of the Public Service further complained that the IGCC had too much
Power. Mr. Gideon Mufua, then the Acting Director of the KACC, had called Mr. Githongo the
previous day to inform him that Ambassador Muthaura had made a similar complaint to Mr. Mutua in
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a telephone conversation. Ambassador Muthaura also informed Mr. Githongo of his discovery that
the Office of the President had entered into a contract for US55 million with Anglo Leasing to proviae
a forensic laboratory.

Later on the same day, Mr. Githongo testified that he met with Mr. Dave Mwangi, then he Permanent
Secretary for lntemal Security, at a lunch briefing for the diplomatic community. Mr. Mwangi, adapting
an advisory tone, informed Mr. Githongo that the lmmigration investigation was causing consiAerabt6
disquiet within the govemment and that this threatened the stability of the govemmenl Mr. Mwangi
added that his minister, Hon. Dr. Murungaru, MP, and others he did noi narne, were concemed
whether Mr, Githongo realized the political implications of his investigations. At this meeting Mr.
Githongo asked Mr. Mwangi to provide him with a copy of the forensic laboratory contract which-, Mr.
Mwangi informed him, had been signed in 2001 by his predecessor Mr. Zakayo Cheruiyot, and the
Permanent Secretary to the Treasury Mr. Mwagazi Mwachozi.

0n 27n May 2004, Mr. Githongo again met Mr. Dave Mwangi who informed him that Ambassador
Francis Muthaura and himself had decided that they would deal with the Anglo Leasing matter
'administativelt', because even though tre contract had been signed in 2001, no actual work had
been done. However, Mr. Githongo added trat despite no work having been done, Anglo Leasing
had been paid about US 5 million. Mr. Githongo testified that the resunection of this project had,
according to information he received from various sources, been engineered by Mr. Deepak Kamani,
Mr. Jimmy Wanjigi, Hon. Dr. Murungaru, MP, Mr. Mwangi, Mr. Alfred Getonga, Mr. Joseph Oyula the
then Financial Secretary, among others.

When asked to comment on those of Mr. Githongo's allegations that touched on his conduct, Mr.
Dave Mwangi confirmed that he regularly discussed with Mr. Githongo the issues touching on Anglo
Leasing, which affected both their departments. He provided Mr. Githongo with a brief on Anglo
Leasing, which he had asked for, and 'it was agreed' to sugared them, Mr. Mwangi further testified
that he never knew the persons behind Anglo Leasing as he was never briefed when he bok over the
contracts in his office that had been signed with Anglo Leasing and Finance Limited. All he knows
about Anglo Leasing realities he has leamt from the newspapers,

On the same day, Mr. Githongo testified that he briefed the President. Further, he briefed tre Head of
the Public Service on the same day who assured him that he had briefed the President fully on the
forensic laboratory project. However when, two days later, Mr. Githongo met the President, the
President informed him that contrary to his claims, he had received no briefing from Mr. Muthaura.

The President hen asked Mr. Githongo for a copy of the forensic laboratories contract which Mr.

Githongo fumished.

Two days later on 31st May 2004, Mr. Githongo met Ambassador Muthaura again in his office. At that
meeting Ambassador Muthaura informed him that he had fully briefed the President on the forensic

laboratories matter and it had been agreed that all payment be stopped and, secondly, that the

identity of Anglo Leasing be established.

Mr. Githongo informed the Committee that on 2nd June 2004, he met Hon. Mwiraria, MP and Hon.

Murungi, MP in the forme/s ofiice. Hon. Murungi, MP expressed surprise at the realization as to how

high up the Anglo Leasing matter had reached in he govemment, and further how intricately involved

members of their own administration were in the Anglo Leasing matters. At this meeting he informed

Mr. Githongo that Mr. Alfred Getonga was concemed about his involvement in the Anglo Leasing

investigations even after the monies had been repaid, Hon. Murungi, MP also said he had now
realized that Anglo Leasing is 

nus'.

I
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0n 3'u June 2003, Mr. Githongo said he wrote to Amb. Muthaura to communicate the contents of a
letter he had received that day from the British High Commission who confirmed that Anglo Leasing
was not a company registered ln the United Kingdom as shown in contract documents. Amb.
Muthaura called him that evening to say that the contents of the letter had both shocked and
frightened him. The following day Mr. Githongo says he wrote to the Govemor of the Central Bank
asking him to stop all further payments to the entity called Anglo Leasing & Finance Company
pending the completion of investigations.

The Anest of Mr. Fred Ojiambo (Advocate)

Mr. Githongo testified that Mr. Dave Mwangi had called him at nighton 11ur June 2004 to complain
that a Nairobi, advocate, Mr. Fred Ojiambo, had been anested. Hon. Murungi, MP informed him that
if Mr. Ojimabo spent the night in the police cell, there would be serious problems for the govemment.
Mr. Mwangi admitted having called Mr. Githongo to find out about Mr. Ojiambo's anest but explained
that he did so inorder to prepare himself for any queries that his superiors might raise, since he was in
charge of intemal security. Mr. Githongo testified that the decision to anest Mr. Ojiambo had been
taken by the KACC because of his refusal to honour a summons to attend before them. According to
Mr. Mwangi it is Mr. Githongo who rnade the decision to anest Mr. Ojiambo. The MCC wanted to
speak to Mr. Ojiambo because on 12tt May 2004 and again on 25ut May 2004 he had put

advertisements in the newspapeni on behalf of Anglo Leasing, whose identity was at that time a
mystery. The same day Hon. Murungi, MP called Mr. Githongo, and sounding agitated, the minister
told Mr. Githongo that Hon.Dr. Murungaru, MP had called him from oversees to express concem over
the anest of Mr. Ojiambo. The minister then said he would call on him later that day. Just then,
according to Mr. Githongo, Hon. Mwiraria, MP walked in and announced that Anglo Leasing had paid

back all the money they had been paid in the forensic laboratories contract since 2001. Hon.
Mwiraria, MP then said that he had spoken to the President and he felt that it was the President's
view that they should now'go east' on the matter since the money had been refumed. Hon. Murungi,
MP then walked in and said the same thing. Hon. Mwiraria, MP, in his testimony, admitted that he

was not interested in following up on Anglo Leasing & Finance Limited beyond the recovery of the
money.

According to Mr. Githongo, Mr. Mwangi, Hon. Mwiraria, MP and Hon. Murungi, MP, had allexpressed
concem over the anest of Mr. Ojiambo ostensibly because he might implicate senior people in $e
govemment. Mr. Mwangi, however, explained that he was concemed about Mr. Ojiambo's anest only
because Mr. Ojiambo is his friend.

0n 12tt June 2004, Mr. Githongo while briefing the President on the ongoing investigations into the
Anglo Leasing scandal, was asked by the President who he thought was behind Anglo Leasing &

Finance Limited. He answered that he was convinced that Hon. Murungaru, MP, Hon. Mwiraria, MP,
Mr. Magari, Mr. Oyula, Mr. Mwaliko and possibly Mr. Mwangi knew who was behind Anglo Leasing.

Mr. Githongo informed the Committed that on 13n June 2004, the Local Newspaper had as its
headline, a story to the effect that Hon. Mwiraria, MP had included payments to Anglo Leasing in the
budgetforthe following yearwhich he had read on 1Ott June 2004. Before publication of the story,
Mr. Githongo had been asked about it by the newspaper, and not knowing that it was the case at the
time, had denied that Anglo Leasing Projects had been included in the budget. When, afrer the
publication of the story, Mr. Githongo confirmed the inclusion of a proposed payment of Kshs.
222,530,000 in the budget for Anglo Leasing, he ralled Hon. Murungi, MP about it.
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On 14ut June, 2004 Mr. Githongo went to see Hon. Mwiraria, MP in his ofiice. He found the minister
preparing a statement which he said he intended to read in the Assembly the following day on the

two Anglo Leasing contracts. Mr. Githongo advised that the statement should await completion of the

investigations. He further pointed out that there were other questionable supply of credit payments

that the new administation had entered into and wtrich may have been included in the budget. He

gave, as an example, Silverson Forensic, which was part of the budgel Hon. Mwiraria then told Mr,

Githongo that Kshs. 400 million repaid by Mr. Kamani had been paid only after he had asked Mr.

Oyula to pick the telephone and call Mr. Deepak Kamani. It was after this call that the money was

retumed. Hon. Mwiraria confirmed this in his testimony before he Committee. However, Mr, Oyula

denied it and said that he never called Anglo Leasing & Finance Limited as alleged by the former
minister. All he did was to write a lettpr to the company using an address that was on the file, which
he then sent by fascimile.

Mr. Githongo informed the Committee that on 16tt June 2004, Mrs. Jacinta Mwatela, a senior ofiicial

of the Central Bank of Kenya, sent by the Govemor of the Bank delivered to him a letter which

confirmed that the Bank had received US 4,744,444.44 on the 7u' June 2004 from Schroder and Co.

Bank AG of Zurich on behalf of their client Anglo Leasing & Finance Limited. These monies had been

paid to Anglo Leasing as follows: -

Payment Advice Number Amount Date paid

073761
093736
093864

$ 9,00,000.00

$1,922,222.22

$1,922,222.22

23-1 0-2001

22-12-2003
04-03-2004

Total $ 4,744,M4.44

According to Mr. Githongo. Hon. Mwiraria, MP had, on previous occasions, promised to give Mr.

Githongo a copy of the letter that Mrs. Mwatela finally brought but had never done so. One occasion,

according to Mr. Githongo, Hon. lvtwiraria, MP had personally brought a copy of the letter to him at

State House and left it with his secretary (as Mr. Githongo was absent) only to refum after a few

minutes to retieve the letter. According to Mr. Githongo this letter was useful in advancing the

ongoing investigation and the reluctance by Hon. Mwiraria, MP to release it was evidence of

reluctance to facilitate the investigations.

On 16tr June 2004, Mr. Githongo leamt trat a further Euro 5.2 million had been refunded. He later

saw ofiicial documents from the Central Bank, which confirmed a refund of this amount by an entity,

called lnfotalent.

His concem was that Anglo Leasing & Finance Limited had refunded USD 4.7 million on the forensic

laboratories project, Euro 956,700 in the immigration security project and lnfotalent had brought back

Euro 5,287,164 on the E*op security project, all these funds totaling almost Khs. 1 billion. Yet

nobody in the govemment seemed to know who was making these refunds.

Mr. Githongo informed the Committee that around this time, he had a disagreement with Mr.

Muthaura, who accused him of leaking information to the media and that thereafter he become aware

that there were plans to remove him from State House in a reshuffle of the govemment, and to have

him report to the Minister for Justice and Constitutional Affairs. A statement issued on 23rd June

2004 by Ambassador Muthaura on the progress in the govemment in addressing corruption further
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isolated him because, according to him, the statement was untue and appeared like an attempt at
covering up on he investigation.

Thereafler, on 28tt June 2004, in a meeting at State House, involving Ambassador Muthaura, Hon.
Murungaru, MP, Hon. Mwiraria, MP and Hon. Murungi, MP, the State House Contoller Mr. Hyslop
lpu, Mr. Githongo, the role of Dr. Melvyn Kettering, who was tre subject of wide covemge in tre'daily
newspapers, was discussed. According to Mr. Githongo, the President had previouily wanted to
know who Dr. Kettering was since there was evidence of his involvement in several securiiy confacts.
0n a previous occasion, Mr. Mwangi and Ambassador Muthauria had said they knew Dr. Kltterlng. tn
the light of the media revelations, which had considerably upset the President, they then claimed-they
did not know him.

0n 28tt June 2004, Mr. Philip Murgor, the then Director of Public Prosecutions, called Mr. Githongo to
ask him alout the progress in the dispatch of letters rogatory (these are legal documents trat enable
investigations to be undertaken outside the country) which had been sent to several countries where
Anglo Leasing connections were thought to exist. These letters had been sent out by the Attomey
General seeking to find out banking information on Anglo Leasing & Finance Limited in countiei
w!er9 cheques to the Cental Bank had been sent from. Mr. Murgor informed Mr. Githongo that Mr.
Alfred Getonga had called him to express disquiet about the displtch of the letters rogatory and to
ask that they be withdrawn.

On 21st February 2006 the Committee interviewed Mr. Murgor. He confirmed that on a date he could
not remember in June 2004, he had received a call from Mr, Getonga who asked whether the letters

rygatory had been dispatched. When Mr. Murgor confirmed that the letters had been dispatched, Mr.
Getonga then asked if it was possible for them to be retrieved. Mr. Murgor said he considered this to
be a most unusual request and informed Mr. Getonga that it would not be possible to recall the letters.

Mr. Githongo discussed with the Committee a reshufile of the govemment that took place on 30ur

June 2004, as a result of which he was transfened temporarily from State House to the Ministry of
Justice & Constitutional Affairs. \rVhen he anived in the Ministry, Hon. Murungi, MP who had then
become his boss, explained that he had done his bestto save Mr. Githongo bufHon. Murungaru,MP
Mr. Getonga, Hon. Mwiraria, MP and Ambassador Muthaura had convinced the President to transfer
Mr. Githongo, the transfer being regarded as a demotion by all of trem.

When on 2na JuV 2004 the tansfer was reversed by the President he appeared unaware that he had
transfened Mr. Githongo in the first place. Mr. Stanley Murage, who was then an official without a
designated post at State House, told Mr. Githongo that the transfer had not been sanctioned by the
President. Later, Hon. Murungi,MP blamed Ambassador Muthaura and Hon. Murungaru,MP for the
botched transfer of Mr. Githongo.

Mr. Githongo claimed that after this he came under some pressure from Hon. Murungi, MP to issue a
statement to the effect that 'all was ok" as regards the Anglo Leasing & Finance Limited but he
refused to issue the statemenl

At the beginning of August, 2004, Mr, Dhve Mwangi gave Mr. Githongo a document tifled 'Summary:
Security Contracts under Special Purpose Financing Vehicles in the Office of the Presidenf. The
document appeared to have been the subject of the rneeting of 28u' June, 2004 between several
senior officials and the President. Whereas Mr. Githongo had, for months been trying to establish the
connection between Mr. Deepak Kamani, Dr. M. Kettering and Anura Perera in the security contracts,
without success, this document openly admitted their involvement in these projects.
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Mr. Mwangi in his evidence to the Committee denied that he had given this document to Mr.

Githongo. He explained that Mr. Githongo had many sources which would brief him on various

aspects of his work and that he must have genuinely been mixed up as to who gave him the

documenl

0n 9ut August 2004, Mr. Githongo said he met Mr. Mwagazi Mwachofi (a former Permanent Secretary

to the Treasury) in London, and asked him to shed some light on how the questionable contracts,

which commenced dudng his watch at Treasury, were signed. Mr. Mwachofi informed him that the

lntemational Monetary Fund had hired the services of the British Merchant Bankens, Lazard Brothers

to scrutinize these contract and that the bankers 'could not find the creditors/banks/suppliers - some

of them did not exisf. According to Mr. Mwachofi this caused them to doubt the integrity of the

forensic laboratories contracl

Mr. Githongo informed the committee that towards the end of August, 2004 Mr, Dave Mwangi called

to inform him that another company had paid back money paid to it in 2001 by cheque. The cheque,

when he saw it, was drawn on 'silverson ForensiC and was for US910,000 dated 01-02-2004, drawn

on a bank in Liechtenstein Landbank AG in favour of the Permanent Secretary Office of the President

of the Govemment of Kenya.'. This brought the amount of money paid back to tGhs. 1 billion. Mr.

Mwangi however, denied the account by Mr. Githongo as to how the cheque from Silvenson anived.

He claimed that the cheque could only have been sent directly to the Treasury and was certainly not

sent to him as Mr. Githongo claimed.

Still in August, 2004 Anura Patel contacted Mr. Githongo requesting for a meeting in London. Mr.

Githongo asked him to put his request in writing, which he did, and then Mr. Githongo declined to

attend the meeting,

0n 1.t September, 2004 Mr. Githongo and Hon. Murungi, MP had a long meeting during which Hon.

Murungi, MP admitted that Anglo Leasing & Finance Limited and such other deals were essentially

part oi the "resource mobilization" canied out on behalf of their political party and that Hon.

Murungaru, MP and Mr. Getonga were in charge of the resource mobilization. He indicated that the

President was aware of their activities.

When, however, Hon, Murungaru, MP appeared before the committee on 2nd February 2006 the

question was put to him whether he was the Chairman of or had any role in, the resource mobilization

efiorts of the party. Dr. Murungaru, MP strenuously denied any knowledge of, or involvement in,

resource mobilization as alleged by Mr. Githongo.

Mr. Githongo said that he then briefed the President and advised that in view of all these mysterious

refunds of inoney, there would be a special audit of the security contract, by the Controller and Audit

General. Mr. Evan Mwai, the Controller and Auditor General commenced an audit of the contracts

about October 2004, and where he could, Mr. Githongo encouraged him to go on. ln November, Mr'

Mwai, looking nervous, visited Mr. Githongo in his oflice and pointed out that he was surprised by the

discoveries lie was making when auditing the security contracts. He added that the response from

Mr. Dave Mwangi to audit queries had frightened him and he then feared for his safety.

Thereafter, Mr. Githongo said he inquired into another Anglo Leasing - type contract the contract for

the building of a naq1. ship. His letter to the Permanent Secretary in charge of Defence- led to a

meeting between him, the ihen Permanent Secretary Mr. Sammy Kyungu and Ambassador Muthaura

and Mi. Mwangi. Ambassador Mutraura said he would send to Mr. Githongo a report on the

procurement of the navy ship, which he said was a highly sensitive, matter.
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Mr. Githongo testified that he had established that the contract for the navy ship was linked to Mr.
Anura Perera' who in late December, 2OO+ sent Genenal Mohammud Mohamhed, ttre retireO Chief of
General stafi, to Mr. Githongo lkinS for an appoinEnent so that he (Anura i;;i;.rH explain by
himself. His primary complain[ according io General Mohammud, was hat ihe efforts of Mr.
Githongo were holding up his paymenb at the Treasury. Thereafter, the Permanent Secretary to the
T|e3sury Mr- Joseph Kinyua, informed Mr. Githongo ttrit tre was undlr tremendous pr...ro from his
minister and Ambassador Muthauna to pay some of he contracts under audit. Ti,i. pr.rirr, *..
also being experienced by the Controller and Auditor General Mr. Mwai who was expected to
complete his audit as quickly as possible so that the payments could be made. Together, they tried to
strenghen each other to withstand the pressure.in aneffort to expedite matters.-Hon. Murungi, Mp
suggested a meeting between himsell Hon. Mwiraria, MP and Mr. Githongo to find a way of iiying
these contracts transparently. He explained' that party elections were around the comer and ttraithi
financing of the elections was going to be done out of the payment of the contracts.

On this, the Govemor of the Central Bank informed the Committee that as soon as the Anglo Leasing
matter was raised in the National Assembly, the bank which had outstanding Payment Advise notes in
pspec] of the questioned security contracts, wrote to the Permanent Secreiary, Treasury, Mr. Joseph
Mag_ari on 13n May, 2004 seeking his clearance to honour the advices. The Govemor explained that
the Bank was under no obligation to make the inquiry since the Pay Advices, on their face, were valid
and payable. But it considered that in view of the parliamentary query, prudence required such
clearance to be sought. The following day, the Govemor of Centril Ban( wrote an identical letter to

YI,9Yyl.., .: Mr. Magari was relieved of his du$ on the same day. Mr. Opla replied on 21st May
2004 giving the Bank a list, out of the questioned contracts, of what ihe Banf lnould honour. The resi
were not honored and according to the govemor, have remained unpaid to date.

Later,in the company of Hon. Murungaru,MP, Hon. Murungi, MP again suggested that the payments
rnust be made at once again, they admitted trat all along trese contraits were for purpose of
financing politics. Mr. Githongo said he was greatly surprised by this complete opening up by tton.
Murungi, MP and Hon. Murungaru, MP to him, who showed no ioncem that he, may report them to
the President. He then realized that this would be the final act and that having bared their souls to
him, his position was untenable. 0n 24t January 2005, Mr. Githongo resigned from the govemment
while on a trip to London.

lnterconnectedness of Companies

Mr. Githongo testified at length about the inter+onnected nature of the companies that have been the
beneliciaries of the questioned security mntracts awarded by the govemment between 1gg7 and
2004.

]hgre_ 
are three legitimately registered companies. There are Rajath Leasing and Finance registered

in lndia and whose directors are Mr. Deepak Kamani, H. M. Pai and C. Kamani. The second of the
legitimately registered companies is Sagaar Associates, registered in Liverpool in the United
Kingdom. lts directors are Sudha Ruparell, Chanlal Kamani, Deepak Kamani, Ashwin Kamani and
David Dogle. The two companies are, therefore, conkolled by or associated with Mr. Deepak
Kamani. The third of the legitimate companies is LBA International registered in Scotland with
Andrew McGill and Mn. Ludmilla Katuschenko Mc Gilr as the directors.

Anglo Leasing and Finance Limited, which was awarded the forensic laboratories contract, had two
addresses. The first address is the same as for Sagaar Associates and the second is the same as
Dynatech lntemational, a company whose existence has not been established and which has as a
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director Dr. Melvyn Kettering. Dr. Kettering is also a consultant in LBA lntemational. LBA

lntemational was awarded five security contsacts in Kenya, the first in 1997 for U$ 24.6 and two

others in 2002 for Euro 5.6 million and U$ 16.6 million.

A company called Sound Day Communications was awarded five contracts, the first for U$ 36 million

in 1998, three others in 2002 worth more than U$ 56 million, and a further contract in 2003 for Euro

40 million. Sound Day Corporation has the same address as LBA lntemationaland is also connected

with another company called Apex Finance Corporation, which has been its financier in two of the

contracts. ln tum, Apex Finance Corporation has a shared directorship with Silverson Establishment

of Sheraton Cambridge. Silverson remitted a cheque for U$ 910,000 to the Permanent Secretary,

Office of the President in 2004, a reimbursement fur a downpayment for a contract that did not

materialize. The cheque was drawn on a bank in Liechtenstein.

Silverson has the same address as Globotel lnc., which was awarded a contract worth 49.6 million for

the installation of a telecommunications network for the Administration Police in 2003.

SUMMARY OF B/IDENCE GATHERED FROM OTHERWTTNESSES

Mr. Sylvester Mwaliko, Former Permanent Secretary, Office of the Vice-President & Ministry of

Home Affairs

Mr. Mwaliko appeared before the Committee on 28n February 2006, accompanied by Ms. Jane

Ondieki, his advocate.

Right at the start, the Committee explained to Mr. Mwaliko its understanding of the sub judice rule,

since the Committee was aware that Mr. Mwaliko had been charged with a criminal offence, whose

trial was pending resulting from the procurement of Passport lssuing Equipment project.

Mr. Mwaliko's advocate made a spirited attempt to absolve her client from participating in the

proceedings of the Committee on the grounds of the sub ludice rule, notwithstanding the

Committee's decision on the matter.

ln addition to the sub judice rule, Mr. Mwaliko claimed the right against self-incrimination, which he

said is provided for under section I/ of the Constitution. His argument was that answeni given to the

Committee might be used in respect of the pending court case to his prejudice.

The Committee allowed Mr. Mwaliko, in the circumstances, not to answer questions if he considered

that it would be sellincriminating to do so, and his testimony was taken on that basis.

Mr. Mwaliko read section 22 of the Constitution, which provides as follows:-

'Where the Vice-Presidenf ot any other Minisfer has been charged with the

responsibili$ for a deparfitent ol Government, he shall exercise general direction and

contol over the depaftnent and suhject to thal direction and contol, every

deparfinent of Govemment shall be under fhe supervlsion of the Permanent

Secretary."

According to him, therefore, the director and controller of the Ministry of Home Afiairs, for which he

was the Permanent Secretary at the relevant time, was his Minister, H.E. the Vice-President and

Ministerfor Home Affairs, Hon. M. Awori, MP.
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The genesis of the procurement of Passport lssuing Equipment project, he said, was that the Minisfy
received proposals from various companies. One oi them 'aras-from South'Africa, another from
Canada and a third company Fnancois Charles Oberthur Fiduciaire from France. Some lime in August
- the Ministry received I PlRosal from Anglo Leasing & Finance Limited which indicated that ihey
cou.ld finance the_project. The French company was not able to finance the project and would havi
had to look for a financier. $/hen the negotiations started, Mr. Mwaliko took the'necessary guidance
from his Minister, whom he kept adequateiy informed, and the Min'rster was fully involved.

Mr. Mwaliko said he had almost daily meetings with his minister, the Vice-President and that he was
fully aware, after being adequately briefed.

The Vice-President on his part said that the brieling he received covered only fre French company
and that Anglo Leasing & Finance Limited had not come into the scene.

Whereas Mr, Mwaliko produced to the Committee the Memorandum in which the Vice-president
authorized him to submit the proposal on Anglo Leasing to Treasury for its evaluation and approval,
he refused to produce his own memorandum, dated Sur September, 2003 through which he had
briefed the Vice-President and Minister. He explained that to produce to the Committee his own
memorandum would compromise his court case.

Mr..Mwaliko explained that he withheld his letter dated 5ur September, which was to send the proposal
to the Treasury, awaiting the direction of the minister and that the date of receipt can be confirmed at
the Treasury and would support his case.

According to Mr. Mwaliko, passports have always been considered to be high security equipment in
the Govemment, and dealt with accordingly,

Mr. Mwaliko recalled a meeting held on 27n August 2002 involving the Treasury, himself, Principal
Immigntion Officer and the Director of Govemment lnformation and TechnologyServices (GITS) to
discuss the need to develop a comprehensive system of the lmmigration Department. Out of ihe
meeting it had been agreed that GITS prepares a comprehensive proposal on tlre matter for further
consideration.

When asked whether by going ahead with the Anglo Leasing and Finance Limited proposal Mr.
Mwaliko had disregarded the decision of that meeting, he said that tfris was part of his evidence in
court.

Mr. Mwaliko could not remember the names of any of the representatives of the companies he dealt
with regarding this matter.

Mr. Mwaliko admitted that only one French company was asked to submit cost proposals because it
was the only company that was considered serious.

Mr. Mwaliko declined to answer the question as to how the contract was signed by himself, Mr,
Magari and the Anglo Leasing & Finance Limited saying that this would be compromising his court
case.

Mr. Mwaliko was not sure whether or not Anglo Leasing & Finance Limited had been paid by the
Frgp.h comPany (Francois-Charles Oberthur Fiduciaire) to start implementation of the project. He
said that when he left office in May, 2004 implementation had began.
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Mr. l\rtwaliko declined to answer questions as to whether he had heeded the advice given to him by
the Attomey General's office in a letter dated 13tt September 2003 where the Attomey General
advised hat his Ministry should perform due diligence on Anglo Leasing. He explained that to do so
would compromise the case against Mr. Magariand a Mr. Wlson Sitonik.

Mr. Magari, on the other hand, testified that no due diligence was done, or necessary, because Anglo
Leasing and Finance Limited was already doing business with the government.

Mr. Mwaliko testified that he was involved in the preparation of the ministerial statement issued on
27tt April 2004 by the Vic+President. The statement was a collaboriative effect between him, The
Vice President, Hon. M. Awori, MP and Amb. Francis Muthaura, Permanent Secretary & Secretary to
the Cabinet.

Mr. Mwaliko denied that Mr. Githongo ever called him to advise against the issuance of the ministerial
statement by the Vice-President. He said that he never at any time, talked to Mr. Githongo on the
ministerial statement, or on any other matter.

On the question that he acted improperly in the award of a very large contract to a company whose
principals he does not know, Mr. Mwaliko sought refuge in the pending court case, failing to answer
the question.

Mr. Mwaliko said he never met Mr, Jimmy Wanjigi at anytime when he was in the govemment and

that he has never met Mr. Deepak Kamani.

According to Mr. Mwaliko, the French company (Francois-Charles Oberthur Fiduciare) is a well-known

company, which has been in existence for more than 150 years.

Mr. Mwaliko said that he never met Mr, Colin FIyn who was said to represent Anglo Leasing &

Finance Limited and that he only dealt with him through correspondence.

Mr. Mwaliko said that Mr. Mertyn Kettering once popped into his ofiice, informally, to discuss the

progress in the negotiations on the Anglo Leasing matter. He had never met Mr. Kettering and did not

know who he was. He refened Mr. Kettering to the Treasury where, he told him, the proposal had

been sent Mr. Kettering introduced himself as a British National, although Mr. Mwaliko then

understood him to be an American.

Mr. Mwaliko denied ever having rnet Mr. Kettering in the Office of the President in Harambee House

where, before he became a Permanent Secretary, he had woked for more than 18 years. This is
despite the fact that Mr. Kettering also had an office there.

Hon. Kiraitu Murunqi. MP (former Minister for Justice & Constitutional Affairs)

Hon. Murungi, MP appeared before the Committee on 22nd February 2006, in the company of his

legal advisor, Mr. Kioko Kilukumi. The Committee explained to him that the purpose of calling him

was to afford him a chance to respond to various adverse claims made against him by Mr. Githongo.

Mr. Kilukumi, on behalf of Hon. Murungi, MP raised a series of objections to Hon. Murungi, MP

testitying before tre Committee. These may be summarized: according to Mr, Kilukumi, the Ministy
of Justice and Constitutional Affairs, for which Hon. Murungi, MP had been the Minister during the

relevant period, had not been engaged in the procurement that was now the subject of the query
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before the Committee and, in the circumstance, Hon. Murungi, MP had no useful information for the
Committee; secondly, the Committee, in taking Mr. Githongo:i evidence, was playing the role of an
investigatorwhich was outside its powers as provided on-standing order No. 1+z; ttiruty, thatthe
Chairman of the Committee had been quoted in tre media to hav6 said while in London, where he
had gone to take Mr. Githongo's evidence, that tlre evidence was wholly true. This according to him
was evidence of bias; fourthly, there were severial cases pending in court against a number of civil
servants arising from the queried transactions and that the matter was therefoie , sub judiceand coutd

1ot-be dealt with by the Committee; ffily, under section 46 of tre Official Secreis Aci, a public ofiicial
is forbidden from disclosing to unauthorized penions information obtained in the course of
employment. Hon. Murungi, MP as minister had been a public officer, and was covered, in relation to
the 

_Committee, by this rule; sixthly, that under section 18 of the National Assembly, (powers and
Privileges) Ac1, the consent of the President is required before a public officer can give'evidence on
naval, military or airforce afiairs to a Committee of the Assembly; and finally, that und-er section 132 of
the Evidence Act a public officer cannot be compelled to disclose communication made to him in the
course of official duty.

Mr. Kilukumi protested that the extensive coverage that had been given to Mr. Githongo dossier in the
media meant that Hon. Murungi, MP could no longer receive a fairhearing before the bommittee.

Mr. Kilukumi also expressed doubt as to the impartiality of the Committee. According to him, the
Anglo Leasing conkact and similar other contracts, had been approved by the t(\NU aiministration
and the Committee's queries were an exercise in removing a speck in eye of the present
administration before removing the log in the eye of the previous idministration.

For the reasons contained in the objections by his advocate, Hon. Murungi, MP said he r,ras unable to
give evidence before the Committee in response to Mr, Githongo's evidence. The Committee, having
pointed out the above matters to no avail, felt obliged to release Hon. Murungi, MP from the
proceedings.

Hon. Dr. Chris Murunqaru. MP (former Minister of State in the Office of the President)

Hon. Dr. Murungaru, MP, appeared before the Committee on 2nd February 2006 and raised issues
almost identicalto those raised by Hon. Murungi, MP.

ln answer to Hon. Murungaru's objections, the Committee made a number of rulings, which also
apply, to the objection by Hon. Murungi, MP. With regard to the objection that this query in the
subjectof the sub iudice rule, the Committee ruled that Hon. Murungaru, MP had not been iharged
with an offence arising from the transactions under query as to amount to sub judice. Further the
Committee rnade the following findings:-

The rule of sub iudice continued in Standing Order N0.74 is based on parliamentary practice.
Whether a matter is subiudrbe or not, may only be interpreted by the Speakerand in this case by the
chair.

The Committee also relied on the ruling by the late Mr, Humphrey Slade, then Speaker of the
Assembly, made in 1966 who said:

'l will be bound by a conclusive decision of a court but until that decision is made
Parliament will continue.'
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The Committee further pointed out the opinion of the authoritative Erskine and May parliamentary
practice on sub judice in the following terms:

"The House has resolved that no matter awaiting or under adjudication by a court ol
law should be broughtbefore ithy a motion or otheruise. rhrb rule may, however, be
waived at the dtbcrefibn of the Chair and exceptrons have been made on maffers
before courts which relate to ministerial decisions or concem issues of national
importance."

On page 624, Erskine and May write:

'Ihe Stafement of fte House's pracfise with regard to mafterc that are awaiting
iudgnent makes no menfions of proceedings in Selecf Committees. l.leverffieless, ffie
principle fhaf such mafferc should not be prejudiced by public comment hotds good in
Select Commt'tfees. The bar does not however opente when evidence i.s being faken
in private and srnce fhere rb no resfnbfio n on the ight ol ffie House to legrslafe, fhe
proceedrngs of a Selecf Commiftee, for example, on a Bill, need notbe affected by it at
all.o

The Committee, therefore, concluded that the subyudrbe rule would not affect the hearing of evidence
before it under the circumstances. The Committee, however, readily conceded the point that no

evidence conceming the naval, military or airforce matters of Kenya can be adduced before it without
the consent of the President. Since consent had not been sought, any part of the query that concems
military contracts would not be open to the intenogation of the committee.

Hon. Dr Murungaru, MP, who was accompanied by his lawyer, Hon. Paul Muite, MP then proceeded

to answer questions put to him by the committee.

Mr. Fred Oiiambo. Advocate for the Advocates of the Anolo Leasino & Finance Co. Ltd

The Committee heard the testimony of Mr. Fred Ojiambo, Advocate on 22nd February 2006. Mr.

Ojiambo confirmed that he had placed advertisemenb in local newspapeni on 12n May 2004 and

again on 25t May 2004, The first of the two advertisements was in respect of Francois Charler
Oberthur Fiduciaire, a clmpany that claimed to be a financier of Anglo Leasing and Finance Limited.
The second advertisement was in respect of Anglo Leasing and Finance Limited.

Mr. Ojiambo said that the instructions to place the advertisements in the newspapers were given to
his firm, Kaplan and Stratton, Advocates, by a firm of solicitors, Powell Forman Kelly LLP of Liverpool,

United Kingdom. The content of the advertisements had been prepared by the solicitors and sent to
him by fascimile and all he did was to anange for publication in the press. His client, under the

circumstances, was the firm of solicitors and not the two companies they were purporting to

represent. He said he did not know anything about the two companies, which were the subject of the

content of the advertisement.

Mr. Ojiambo told the Committee that upon publication of the advertisements he received a lettdr from

Mr. Githongo who asked him to contact Anglo Leasing and Francois Charles-Oberthur, which he

believed to be clients of Mr. 0jiambo, for the details about their shareholders and directors. Mr.

Ojiambo wrote back and said he did not have the information requested and that he would pass on

Mr. Githongo's letter to his clienl He added that the next thing that happened is that he received a

summons from the IGCC requiring him to appear before them without particularizing the matters
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under investigation. He responded to the summons in wrtting explaining what he considered to be the
applicable legal limits to cooperating with their investigations. Next, I(ACC caused him to be anested
on he grounds trat he had failed to attend court.

!/hen taken to court, he was able to demonstrate that he had never been served with a notice to
attend court and could, therefore, not have failed to do so and hat the magistrate then ordered his
release.

Mr. Ojiambo said he was not aware of any high level concem about his anest. He was not contacted
by any persion in authority during or after the anest and he was not aware that there had been any
high level intervention which resulted in his release. He said that, in retrospect, the allegations about
high level interest in his anest is quite believable as this would explain pressure that IGCC was under
instructions to anest him, even without any justifiable cause.

Regarding the subsequent developments on Anglo Leasing and Finance Limited, Mr. Ojiambo
informed the Committee that he had written to his client, the firm of solicitors, to take up his concems
about the possible dubious nature of Anglo Leasing. However, he declined to disclose to the
Committee the exact nature of his communications with the finn of solicitors in this respect, claiming
that to do so would be a breach of advocate/client confidentiality.

CENTRAL BANK OF KEI.IYA (CBK)

The CBK was rcpresented by:

o Dr. A. Mullei- Govemor;
. Mrs J. Mwatela - Deputy Govemo6
. Mr J, Bett - Director, Extemal Payments & Foreign Exchange Reserves;
. Mr J. Gikonyo - Director, Govemo/s Office;
. Mr J. Birech - Deputy Director, Extemal Payments & Foreign Exchange Reserves;
. Mrs J. Kamita - Senior Assistant Manager, Extemal Payments & Foreign Exchange Reserves.

The Govemor was informed that the Public Accounts Committee had previously met a team from the
CBK in June 2004, when the delegation was led by the then Deputy Govemor of the bank Dr. Sambili.

The Committee asked the govemor to explain payment of Euro 956,700 made to Anglo Leasing &

Finance Limited for which the recipient was indicated as ABN-AMRO Bank although the payment

advice also indicated a different institution as the beneficiary. The Govemor explained that ABN-
AMRO in Amsterdam is the CBKs ovenieas conespondent, i.e. it holds funds for CBK and when CBK
wants to transmit funds overseas, it advises ABN-AMRO to transmit funds to the beneficiary,

The Govemor explained the procedure used to originate and make overseas payments on behalf of
the Ministries. The Ministries are given blank Payment Advices (PAs) which they use to give payment

instructions to Central Bank. The bank checks that the PAs are authentic, are properly drawn,

indicate sufficient details of the beneficiary, are properly authorised by the Accounilng Officer and the
other authorised account signatories, and that the Ministry seeking to make payment has sufiicient
funds in its accounts with the Central Bank of Kenya,

The Governor explained that the Pay Advice for Euro 956,700 originated from the Office of the Vice-
President and Ministry of Home Afiairs. lt was signed by Ms Nancy Kinyua and Mr George O. Ouma,
as authorised signatories for the account. Ordinarily, that would have been sufficient to process the
payment, however, the Govemor explained that to give this particular transaction more weight, they
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insisted that the Pay Advice had to be counter-signed by the Permanent Secretary, Ministry of
Finance. Consequently, the Pay Advice was also signed by the then Permanent Secrehry/Treasury,
Mr. Joseph Magari.

The Committee asked the govemor whether there were other instances around that time, or
subsequently, when the bank officials found similar payrnent authorities that raised suspicion and
questions about their validity, and for which payment was stopped. He replied that, after Hon. Maoka
Maore, MP raised the issue in Parliament, the bank stopped payment of various Pay Advices and
sought clarification from the Permanent Secretary, Ministry of Finance on whether CBK should
proceed. The Govemor confirmed that he took the initiative to seek clarification from the Ministry of
Finance.

The Govemor confirmed that while clarification was sometimes sought from the relevant Ministry in
terms of the completeness of documents, the bank would not ordinarily raise any queries with regard
to the issue of specifics as to whether a transaction should be paid or not.

Answering another question from the Committee with regard to the specific Pay Advice above, the

Govemor confirmed that the beneficiary's bank, to which the ABN-AMRO bank transfened the funds
on behalf of CBK, was reputable because it was in the system of 'swift. The Govemor clarified that
the 'swiff system is a security system used only by financial institutions that are handling financial

transactions and an institution that is not of repute is unlikely to be in swift system, Asked further by

the Committee whether a bank of repute would open an account for a company like Anglo Leasing

without checking whether the company exists, or whether it is registered and operating, the Govemor
explained that they could only vouch for the due diligence procedures that would apply under the

Kenyan Banking Act, including the 'loow your custome/ requirement. However, the rules that apply

in Kenya may not necessarily apply in some other countries. Additionally, the Govemor explained

that while he can establish the authenticity and repute of the banks it deals with, it is not possible to

establish the credibility or authenticity of the other banks' customers.

In respect of seeking clarifcation on the validity of various Pay Advice, the Govemor confirmed that
he initially wrote to the Permanent Secretary, Treasury, Mr. Joseph Magari, who was however

dismissed before he replied. The Govemor wrote again to Mr Oyula who was the acting Permanent

Secretaryffreasury. Mr. Oyula replied authorising payment for certain companies on the list that had

been submitted for clearance. Mr Oyula also promised to get back to the Govemor on some of the

other companies that were on the list, however, Mr Oyula also Ieft the Ministry soon afier that. The

Govemor wrote to Mr. Joseph Kinyua, who succeeded Mr. Oyula, requesting that he goes through the

list and confirm whether treasury was satisfled that they were, indeed, the companies for which proper

authority had been granted for payment. The CBK undertook to hold unpaid the relevant PAs until

Treasury provided the required authority.

Mr Oyula wrote to the bank on 21 May, 2004 attaching a list of Pay Advice (PA) that Treasury had

authorised to be paid. Mr Oyula's letter also stated that Treasury would write regarding the status of
the other Pay Advices once they found them from their files. The Govemor acted on Mr. Oyula's

letter and continued to pay the PAs that Mr Oyula authorised for payment. The value of the said PAs

totalled US$213.7 million and Euro 218.3

The Govemor stated that trey had not received any other report from Treasury and consequently,

CBK was still holding payment of the PAs that were not included in Mr. Oyula's letter of May 2004.

The three PAs queried by the CBK that were not included in Mr Oyula's letter of May 2004 were in

respect of:
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. Anglo Leasing - Forensic Lab - US954.56 million;
e Siverson Establishment - Security Vehicles - US$90 million; and,r Apex Finance Corp - Police Security - US$0 million.

The Govemor subsequently provided the Committee with details of amounb paid against each of the
contracts listed in the letter he wrote to Mr. Magari on 13ur May, 2004.

The Committee also asked the govemor, in respect of the Pay Advice for the Euro 956,700, and in the
process seeking to confirm that the Ministry that was making payment had sufficient funds in its
accounts with the Central Bank of Kenya (CBK), whether the CBK had also confirmed that Ministry
had an allocation of funds intended for the project that was being paid for. The govemor also stated
that it is not within their mandate to confirm that payments are within the budgetary allocation of
payrng Ministdes.

The Committee took the governor to task on the bank's role in establishing the validity or otherwise of
the PAs before effecting payment. He stated that it is not within the bank's mandate to confirm
whether the PA was valid, and represented the requisite value of goods received or services
rendered. Once it has been confirmed that the PA comes from a bona fide Ministry, the signatures
are tested and found to be conect and the particular account found to have sufficient funds, there is
very little that CBK can do to stop such payments.

He further explained that when payment is to be made out of a Ministry's budget allocation, the
procuring Ministry would prepare and approve the relevant PA. However, the PA would still have to
be counter-signed by the Ministry of Finance before it can be submitted to CBK to execute payment.
Consequently, in these circumstances, the Ministy of Finance cannot originate a PA and sign it
without reference to the pocuring Ministry.

The govemor explained that, when the debt is being paid out of the Consolidated Fund SeMces, then
the only Ministry responsible for the account is the Ministry of Finance and, in that case, the Ministry
of Finance would raise the PA directly without reference to the procuring Ministry. This arises
because the Ministry of Finance is, by law, authorised to contract Public Debt. The procedure is that
the Minister contracts the debt (by signing tre contract) and, thereafter, the Permanent Secretary for
Treasury approves the PAs to service the debt.

He confirmed that two refunds were made in respect of Anglo Leasing & Finance Ltd, the first, Euro
956,700, described as commitment fees for the lmmigration Security project and the second,
U5$,744,444, related to the Forensic Science Labor:atories projecl Central Bank of Kenya repaid
the Kenya Shillings equivalent of the amounts refunded to the relevant Ministries as was specified in

the remitting instructions. Another company, lnfotalent, also retumed Euro 5,2A7164 that was
described as commitment fees, while Silverson Establishment retumed US$910 that was also
described as commitment fees.

The govemor stated that he did not know what would happen to the interest on the PAs that were on
hold until payment instructions were received from the Treasury. This was because CBK officials did
not participate in the prepaation of the contracts and could not therefore know the terms and
conditions under which the contracts were canied out.

The Committee demanded to know what conective measures the govemor had put in place to conect
the due diligence and control issues that could, and had led, to the loss of billions of shillings by the
Govemment and he explained that some of the measures taken included the following:
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a) The bank had become more alert on the possibilities that there could be problenns in the
cornpletion and submission of PAs.

b) The Bank had gone into discussion with the Minisfy of Finance to make sure that the said
Ministry was looped into the payment requests coming from parent Ministries to ensure that such
payments were legitimate and within fie budget allocations of the Ministdes.

c) To improve the system of management, the Central Bank of Kenya is working with the Ministry of
Finance and the Commonwealth Secretariat to improve data sharing. This would be achieved by
connecting the Treasury's dah bank with the CBK, hence ensuring that as debt's being incuned,
the information is transmitted to CBK. Thereafter, CBK would ensurc that only payment
instructions for debt that appears on the database are processed.

Although CBK Act Section 31 and 32, provides for the CBK to be consulted during negotiations of
extemal loans and debt negotiations, the CBK is not always invited to participate in such negotiations.
lf the CBK were involved in the negotiations, it would have a copy of the undenstandings and would,
when making payments (the staff would) check against the terms and conditions of the agreements.
Consequently, the CBK should be involved in such negotiations in fufure.

There is also a disconnect between Section 31, which requires that CBK be consulted in debt
negotiations, and Section 45, which requires he CBK to honour payments that are generated by the
Govemment. CBK should be given a backing in law that authorises it to refuse to process payments

where (a) the CBK was not involved in contract negotiations and / or (b) the Treasury and the relevant
Ministry do not provide evidence that goods have been received or services have been rendered.

The govemor agreed to take the following measLrres, wirich could be done within the existing law:

a) Provide advisory services to the Minister for Finance in tre context of strengthening the CBK Act;

b) lnsist that Ministies involve the CBK in loan negotiations;

c) Undertake some level of due diligence on he participating parties to the contract

d) Require to receive and review a copy of the contractual agreement, and to only process and pay

PAs on the basis of the contract as has been approved.

Other Recommendations:

a) CBK should be able to advise Govemment on the reasonableness / competitiveness of the

interest charged on foreign loans and other bonowings;

b) CBK should use its contacts; within the Banking lndustry to assess the credibility of proposed

financiers for the loan contracts; whether companies exist as legal entities and have the capacity

to provide the required financing;

c) CBK should provide input in the Govemment's development of its procurement regulations (wltich

is ongoing);

d) CBK should review the systems and management of the Govemmenfs Public Debt and

determine how existing laws should be amended to address inherent weaknesses;

e) CBK should redesign its documentation, especialty in regards to PAs, to enhance transparency

and build in effective checks and balances;

D CBK needs to work with Ministries to build in effective checks and balances and the Ministries.

Among the things that need to be clearly delined are:

. Who in the Ministry should always be required to give instructions to the CBK?
r What information must the CBK have from the relevant Ministry?
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The above matters should be put into law to make it possible for the CBK to be much more efiective
in ensuring that payments are as legitimate as they should be.

lMF' F9!=9l! !UUTB!I!4 - P RY To THE cAeNET ru,Io
HEAD OF PUBLIC SERVICE

Amb. Muthaura was accompanied by Mr. T. Mwangi - Principal Administrative Secretary and
Assistant Secretary to the Cabinel

Amb Muthaura read a written statement stating the following, among others:
1. The design, approval, procurement and administration of a security project like the Forensic

Laboratory would be under the responsibility of Permanent Secretary,'Provincial Administration
and lntemal Security, who would be the Accounting Officer.

2. The Permanent Secretary, Office of the President, Secretary to the Cabinet and Head of Civil
service is not the Accounting Ofiicer for the ofiice of the president.

3. He at no time interfered with or in any way obstructed the investigations on the Forensic Lab
project and that the Press Release issued by the Govemment on 23,t June 2004 sought to clarify
the facts relating to the Forensic Laboratory project and in no way preclud6d ongoing
investigations.

4. The previous Govemment signed the contract for the Forensic Laboratory Project in August 2001.
The last communication by the previous Govemment was dated 14t' NovemberZ})2,ippointing
Mr Philip Sika as the Project Manager. The first conespondence by the NARC Govemment on
this project was in March 2003, through a letter from the Permanent Secretary, provincial
Administration and National Security to the Ministry of Roads and Public Works. The letter was
meant to trigger implementation of the project as per the terms of the agreement.

5. Thereafter there was comrnunication related to the design of the buildings, formation of a
technical implementation mmmittee and availability of adequate land. The communication was
between the Permanent Secretary, Provincial Administration and National Security, and his
colleagues in the Ministry of Roads, Public Works and Housing, and the Minisfy of Environment
and Natural Resources,

6. The NARC Govemment was legally bound to honour bona fide agreements entered into by the
previous Govemment unless and until there is an audit query raised or a legalbasis to dishonour
such agreements.

7. The agreement for the Procurement of Passport Issuing Equipment project was signed by the
Permanent Secretary, Oftice of the Vice-President and Ministy of Home-Afiairs, the permanent
Secretary, Treasury and Anglo Leasing & Finance Ltd on 4th December 2003 and he was in no
way involved in the design and procurement of tre project.

I' When the special audit report was completed, he took immediate action on the report leading to
two Permanent Secretaries and two senior officers being sent on compulsory leave on 13 May
04. When further investigations by the IGCC identified three other officers who were advensely
mentioned in the Forensic Lab and Procurement of Passport lssuing Equipment projects, the
officers were issued with leters of interdiction within two days of receipiof the lefter from I(ACC.

9. He received information about the refunds in respect of the two Anglo Leasing projects from the
Permanent Secretary, ProvincialAdministration and lntemal Security. He also'counter-checked
with the Govemor of the Central bank about the refund. He never had any contact with or saw
anybody who identified himself or herself as an employee or owner / direclor of Anglo Leasing &
Finance Limited.
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10. ln line with the then institutionalisation of tre KACC pursuant to tre Anti-Conuption and Economic
Crimes Act, (2003), he had some discussion with Mr Githongo who had efiectively assumed the
role of Govemment Spokesman on anti+oruption and who was spearheading several anti-
corruption investigations. lt was felt that with the institutionalisation of K*CC, the Department of
Govemance and Ethics should resume its primary function which was formulation oi policy and
advising the President, while IGCC executes its legal mandate, which was mainly anti*orruption
investigations. Mr. Gitfongo might have interpreted this to mean that there wai an attempt to
rg$ric! the scope of his work, which Amb. Muthaura stated was not tre intention. However, the
objective was to rationalise roles and responsibilities to avoid conflict and to operate in a manner
consistent with the new legalframework.

Following his opening statement, the Committee asked Amb, Muthaura to list some of the major
weaknesses found in the procurement sector, He stated that the main problems included single
sourcing since it compromises pricing and quality. The other problem was lack of transparency a-nO

accountability,

He also stated that the lnter-Ministerial Committee on security related procuremenE was not activated
because, after studies to see how other countries do it, the Govemment came up with a formula
whereby a projects security classification would be done through joint consultations between the
procuring Ministry and the Directonate of Procurement. All other procurement for Ministry of Defence
or the Police would be done through normal procurement committees. This procedure is more
transparent and results in better confol for procurement of security classified goods and seMces,

The Commiftee reminded him that according to the constitution, the overall responsibilig of a Ministry
Iies with the Minister and asked why he found it necessary to take action against public servants and
not the Ministers. He replied that the Govemment was acting on reports from the Controller & Auditor
General (CAG) and the KACC, and the reports did not mention the Ministers at all.

The Committee asked him to explain the role of the Cabinet in approving security contnacts and
whether during his tenure as Secretary to the Cabinet, there were any proposals for procurement of
secudty equipment trat was tabled before cabinet. He explained that major security projecE that
require intervention in between the budget are taken to Cabinet for authorisation. However, the limit
of expenditure beyond which Cabinet approval must be sought has not been defined. He also said
that no security projects had been taken to Cabinet during his tenure.

Tuming to the advertisement that he put in the papers on 23 June, 2004 the Members asked him why
he had said that there had been no wrong doing by anybody. Specifically, two payments had been
made while no work had been done. He admitted that that was one of the serious weaknesses in
some of the projects because payment was not pegged on performance of the projects. However,
this was the responsibility of those charged with making tlre payment, in this case the Debt
Management department, He stated that those facts had not come to light at the time the
advertisement was put out.

Asked about his role in Mr Githongo's temporary transfer from State House, Amb Muthaura said that
such appointments and transfers were the President's prerogative. He dismissed any suggestion that
he was behind the transfer as speculated.

Asked to state his involvement, and the specific role he played in the Anglo Leasing & Finance Ltd
projects Amb Muthaura said that he wanted to emphasize, "again and again", that he never had any
contact or met anybody claiming to be an employee or owner of Anglo Leasing & Finance Ltd. H;
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stated that he had never had any communication with Anglo Leasing, either written, verbal or through
telephone, and that anything he got about them was from Accounting Officers who were responsibie
for the projects. He also got information from Mr Githongo, who kept him informed, and Mi Gideon
Mutua who was the Acting Director of IGCC. He also stated emphatically that any information he got
from the above people was shared wih Mr Githongo,

Amb. Muthaura also stated that the Public might be judging him because they do not understand the
role of the Head of Civil SeMce. He clarified the roles of tre Head of Civil Service as:

a) Permanent Secretary to the President, hence doing anything that the President wants done;

b) Coordination of Govemment business. He explained that such corrdination normally comes
when there are problems or conflicts within Ministries when his work is to bring harmony and
understanding. Therefore, when things are running properly, he has no role and every
Permanent Secretary has full mandate with his Minister to manage the afiairs of their Ministries.
Amb Muthaun also explained that he is the only Permanent Secretary together with the
Permanent Secretary/Treasury, who are not Accounting Officers for their Ministries. The
Accounting Officer for Amb Muthaura's department, the Cabinet Office, is the Principal
Administrative Secretary.

Amb Muthaura clarified that in the one month when he was Permanent Secretary, lntemal Security, in
January 03, no work was done on the Anglo Leasing projects as that was a transitional month when
the new NARC administration was settling down and putting down the administrative structures.
When asked whether he considerered Mr Githongo to have been a perennial liar, or unreliable, during
their joint period of service, Amb Muthaura stated that he had no reason to think Mr Githongo was a

liar. The Committee reminded him that Mr. Githongo's testimony had stated that the Head of Civil
Service had attempted to stop investigations into the Anglo Leasing contract to try to divert attention.
Asked about having called both Mr Githongo and Mr. Gideon Mutua and demanding that
investigations be stopped, he stated that it was untrue and there was no tirne that he told them to stop
conducting investigations.

Asked whether he played any role in the removal of Mr ole Ndiema from his post as the Principal
lmmigntion Ofiicer, Amb Muthaua replied that he chairs a committee responsible for deciding on
inter-Ministerial transfers, however, according to him Mr. Ole Ndiema's transfer had nothing to do with

the Anglo Leasing project.

Amb Muthaura also said he did not know, and had never met, Mr Kettering.

The Committee informed Amb Muthaura that the evidence it had received was that the issue of Anglo
Leasing projects had been discussed within Govemment circles fur a while before it became known.
The PAC wanted to'know why no action was taken at that time, Further, the Committee had
information that some of the Anglo Leasing type security projects were still on going, and the projects

were being handled by the same individuals involved in Anglo Leasing & Finance Ltd and the
paymenb were stillbeing made.

The Committee gave the example of an entity called Apex Finance Corporation that was involved in a
security project for the police and to whom a payment had been made on 14 June 2004. Another
firm, Universal Satpace had received a series of payments the last payment being on 24 May 2005.
The PAC also had in its possession a document summarising all the security contracts that had been
done under the so-called Special Purpose Financing Vehicles in the Ofice of the President. The
document clearly indicated the company involved, the project it was doing and so on. The Committee
wanted to know why the projects were still on going.
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Amb Muthaura expressed surprise at the information. He informed the committee that he munter-
checked with the Ministry for Finance that, for all security related projects, all payments were stopped
and the Minister for Finance ordered for a ctmprehensive audit bn the projecti. He stated ttrit'ttre
results of the audit were yet to be discussed by the Govemment but thit a decision to pay the
contracts had not been taken.

The Committee informed Amb Muthaura that it had received different interpretations about the role of
the Attomey Generial (AG)I the preparation and execution of contracts and legal documents on
behalf of the Govemment. The AG had informed the Committee that the issue of-due diligence lies
with the procuring Minisfy, and not the AG's office. The Ministry of Finance had said thaisuch role
belongs to he AG while tre line Ministries say that the responsi6itity ties with the AG and Ministry of
Finance. Amb Muthaura stated that the AG should be involved in ail stages of contract negotiations,
but he admitted that sometimes it did not happen. His opinion was that the Attomey eeneialshould
advise. the line Ministry of the need for due diligence and see that due diligence ii accommodated
properly, His recommendation was that afier the line Ministry has rectified all the issues raised by the
AG, the contract should still be given to the AG forfinal review and to give the go ahead.

Mr. Zakayo cheruiyot - Former Permanent secretary, office of the president

Mr Cheruiyot was accompanied by Mr. Chemwok, his legal adviser.

Mr. Cheruiyot was making his third appearance before the Committee, During the first appea6nce,
Mr Cheruiyot objected to giving evidence before the Committee claiming that it would be subpdice
given that he was already facing a criminal case touching on role in the one of the Anglo Leasing
Contracts.

During the second appearance, the Committee explained why Mr Cheruiyots claims were invalid. He
however was still of tlre opinion that giving evidence before the Committee would be prejudicial to the
ongoing criminal case as he could give evidence that would subsequently be used against him. The
Committee explained that Mr Cheruiyot would not be obliged to answer any questions that he
considered prejudicial to his pending case. However, the Committee ruled that tre matter of what
was prejudicial should be dealt with on a question-byluestion basis without Mr Cheruiyot making a
blanket refusal to testity before the Committee. Mr Cheruiyot had requested a postponement to
enable him consult his lawyer. Additionally, Mr Cheruiyot, citing the fact that he was no longer in
Govemment, had requested Committee's assistance in accessing some of the official records that he
needed to refer to in his evidence.

At the third appeamnce, the Committee informed Mr Cheruiyot that because PAC had been unable to
secure records relating to all security projects, the committee.would dwell only on the Anglo Leasing
projects and specifically on the Forensic Lab project which was under the Office of the Preiident.

The Committee reminded Mr Cheruiyot that he had signed the agreement for the Forensic Laboratory
Project on behalf of the Ministry, when he was the Permanent Secretary, Otfice of the President with
Anglo Leasing & Finance Company, Tlre Committee wanted Mr Cheruiyot to explain what he knew
about the agreement, what he knew about the company, and how much he was involved in the
transaction. Mr Cheruiyot confirmed that he signed the Forensic Science Laboratories and Anglo
Leasing & Finance Limited contnct agreement to build forensic laboratories for the Police. He staled
that this was after years of consultation for the project, and having fulfilled procedures and regulations
which were in existence in the Ofiice of the President and Govemment at that time.
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Pushed by the Committee to explain in detail his involvement in the project, Mr Cheruiyot stated trat
the project was initiated by the Criminal lnvestigation Department 1CiOl wnicir justified ihe need for it
sometimes in 1997 before he was even the Accounting Officer. He stated trriner that during one of
he budgetary meetings where the Office of the President was bidding for funds for its priority projects,
it uas decided that whatever funding was available in the budget could not meet the budgeting for
security projects in the ffice of the President. Therefore, the Minister for Finance, 1tton, Ctrris
Okemo, MP) was directed to chah meetings to come up with financing anangements or poisibilities of
a fin,ancing agreement. Thereafter Hon. C. Okemo, MP chaired such meetings and Mr Cheruiyot
recalled that Treasury officers were the ones who came up with the lease finincing concept. Mr
Cheruiyot further stated that the Treasury asked Office of the President to explore firms thaiwould
provide hat lease financing. lt was also decided that Cabinet approval would be necessary for use of
lease financing as a policy that would be adopted by tire Govemment. A joint memo was prepared
between Treasury and the Office of the President and presented to Cabinet. The Cabinet deliberated
and approved the recommendations of the memo. The Treasury and Mr Cheruiyot, as the Permanent
Secretary in charge of Administration in the Office of the President were directed to implement the
project,

Mr Cheruiyot stated that after the office of the President got the draft agreements, they were given to
Treasury to approve the financing method that had been recommended. Treasury was also to
approve the financing required and to give approval as to the procurement procedures that were to be
adopted. Further, as a matter of procedure, the Attorney General's legal opinion was sought. He
received the AG's opinion that the agreement was in order and that he could sign it on behalf of the
Kenya Govemment. The Attomey General wrote to Mr. Cheruiyot that the people who could sign on
behalf of the Govemment and Treasury had been given a copy of the same.

Mr. Cheruiyot confirmed that the Cabinefs decision approving the project to go ahead was delivered
to him by Dr. Sally Kosgey (the then Head of Civil Service and Secretary to the Cabinet). He believes
this was either in late 2001 or early 2002.

Asked by the Committee to state whether the 18 security related projects were approved by the
Cabinet during his tenure as a Permanent Secretary, Mr Cheruiyot said without access to relevant
records, he would not do so from memory. He also re-affirmed that a Treasury Committee chaired by
the then Minister Hon. Okemo, MP approved both the policy to be adopted and the firm which the
Offce if the President had already negotiated with.

The Committee showed Mr Cheruiyot a document, which he confirmed to be the extract of the
decision of the Cabinet. The document approved the lease financing policy and not the company,
therefore, the committee wanted Mr Cheruiyot to elaborate whether there was another approval for a
particular company. He again stated that the document provided by the Committee was the only
approval that he saw and should be read together with the Cabinet's minutes.

Mr. Cheruiyot said he could not remember whether financing was sought by Treasury or the Office of
the President.

Mr. Cheruiyot stated that the Forensic Laboratory Project was very viable as cunently, Kenya has to
rely on South Africa or Egypt. The facility would also have been made available to other countries in

East and CentalAfrica.

Mr. Cheruiyot cited lack of suitable adequate land as the major problem in the implementation of the
Forensic Science Laboratory Project. When such land was identified, the Green Belt Movement
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objected to further excision of the (Karura) forest. Pressed why the Govemment signed the contact
without securing all the necessary facilities including land, Mr. Cheruiyot said that the ensuing political

resistance could not be predicted.

Mr. Cheruiyot was reminded that apart from the commitment fees, two other scheduled payments fell
due and were paid although the project had not started. Asked why the scheduled payments were
made, Mr Cheruiyot stated that he was not in Govemment when the paymenb were made in 2003.
Asked by PAC who should have taken action to stop the scheduled payments because no work had

been done, Mr Cheruiyot stated that "the person paying should have checked whether the service had

been rendered'.

The Committee asked Mr Cheruiyot why the Office of the President could not make a deliberate move

to inform Treasury that the project had not taken off, and whether the Office of the President did not

know that there was an agreement with scheduled payments. Mr. Cheruiyot said he shared the

PAC's opinion.

Asked by he Committee whether any due diligence was done to confirm the authenticity of the

company the Govemment was dealing with, Mr. Cheruiyot said that he sought advise of the Attomey

General and wrote the AG asking, "who do I sign with" and the AG told him, 'go ahead and sign', so

Mr. Cheruiyot signed. He stated that the contract was signed in his office, however, he could not

remember who signed it on behalf of Anglo Leasing and Finance Limited. According to the record, Mr

Cheruiyot signed the contract on 15 Aug 2001 while the PS, Treasury, Mr. Mwachofi, signed on 16

Aug 2001; the dates on wtrich Forensic Lab and Anglo Leasing Finance Company signed was not

indicated. Asked specifically whether the Minister in charge of lntemal Security authorised him to sign

the contract, Mr. Cheruiyot stated trat the Minister of State, Office of President, and his Finance

counterpart are the ones presented the projecfs memos to Cabinet, so they were aware of the

contracts.

Testimonv bv Hon. Amos Wako. MP - Attornev General

According to Hon. Amos Wako, MP, once the views of the Attomey General (AG) have been taken

into account, the parties go ahead and sign the contract, for which they take responsibility. Once this

has been done, he document is sent back to the AG for what is called a Legal Opinion. The purpose

of the Legal Opinion, according to him, is to assure the investor or the person giving rights under the

contract that the agreement has complied with the provisions of Kenya Law. A Legal Opinion,

therefore, is a statement of comfort to the investor that the contract is legally enforceable under Kenya

Law.

According to him, due diligence is defined by Regulation 13 of Govemment Procurement Regulations

(2001) and means, 'that the company fias a professional qualification competence, linancial

resources, equipmenl manageial capacity and experience"

On the question of the non+xistent nature of the companies involved in the contract, his view was

that this was the sole responsibility of the procuring ministries concemed since it forms part of the due

diligence. ln the case of Anglo Leasing, the parties expressed to him that they knew each other very

well at that this removed from his ofiice the need to advise about verifying the identity of Anglo

Leasing & Finance Limited. All that his office confined itself with was the provision of advice on the

issue that the ministry raised.
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Regarding the obviously disadvantageous terms of the agreements entered into the AG testified that
the terms of any contnct are the result of the dynamics of negotiation. The stronger the
govemments negotiating position, the better the terms it gets out of a contract. The onerous terms
that are contained in some of he securtty conhacts are, therefore the result of a weak-negotiating
position by the govemmenl

0n the question of the fate of the contracts that have been questioned in request of which the
govemment has already issued a number of promissory notes, the opinion of tre AG on whether
these are payable was that it will depend on the terms of each contract and the extent to which there
has been performance in accordance to its terms. He was of further view that the status of the
contracts will partly be determined by the findings of the audit by the Controller & Auditor General and

Kenya Anti-Corruption Commission, which is on going. Some of the conhacts have already been
performed and the govemment would have to pay. However, for those that are tainted with corruption
there may be some room for manoeuvre.

On the issue of the applicable law to a contract, he stated that this again is a matter of negotiation and

there can be very many different formulations. Some contracts provide that the law of each party

applies to its side of the contract, or that private intemational law applies etc.

0n the apparent exoneration of politicians from responsibility for the questionable contracts, the AG

said that it is the responsibility of KACC to investigate and establish culpability and that he has only

commenced prosecutions against those who, in accordance with the evidence by KACC, were

culpable.

0n Dr. Kettering, he pointed out that he had specifically directed that investigations against him be

kept live until he is apprehended.

Regarding the enforcement of the regulations that require involvement of his office bebre contnacts

are signed, he had bought this to the attention of Permanent Secretaries. ln June 2005, his office

drafted "something'which is under consideration by Permanent Secretaries and which will strengthen

the regulations.

0n desired legal reforms, he said trat he was not sure but he may have put in a provision in the Anti-

Comrption and Economic Crimes Act which makes it an offence to breach financial regulations and

that if it is not in the law, it needs to be included.

Secondly, Permanent Secretaries will need to be reminded to enforce the regulations in their

Ministries and, thhdly, improved terms of service would have to be considered for his officers so that

they can provide support services to govemment departments adequately.
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PART 2

1. GENESIS OF THE PROJECTS

Forensic Science Laboratory Project

The Forensic Science Laboratory project was initiated by the Criminal lnvestigations Deparfnent
(ClD) in 1997 when the then Dhector of tre ClD, Mr Sang, prepared a memo detailing justification

of the project for the Office of the Presiden[

The Govemment considered the Forensic Lab project as viable given that then, and now, such

facilities were available only in South Africa or Egypt and Kenya had to rely on either of the two

countdes. lt was also expected that other counties in East and Central Africa would utilise

Kenya's forensic lab once completed.

During one of the budgetary meetings where he ffice of the President was bidding for funds for

its priority projects, it was decided that whatever funding was available in the budget could not

meet the budgeting for security projects in the Office of the President. Therefore, the Minister for

Finance, Hon. Chrisanthus Okemo, MP was directed to chair meetings to come up with tinancing

anangements or possibilities of a financing agreement. The lease financing concept was agreed

upon during those meetings and Treasury asked the Office of the President to explore firms that

could provide the lease financing.

It was also decided that Cabinet approval would be necessary for use of lease financing as a
policy that would be adopted by the Govemment. A joint memo was prepared between Treasury

and the Office of the President and presented to Cabinet.

The Secretary to the Cabinet sent an Action Extract from the Minutes of the Cabinet meeting held

on 27 July 2001 to the PS, Provincial Administration. The extnct from the Cabinefs minutes was

titled 'The Priority Security Projects for the Police Force" and stated that he Minister of State

had presented a Memorandum, CAB(01)62, which sought approval for specified financing

anangements for priority security projects for the Police Force. The extract indicated that Cabinet

noted the contents of the memorandum and approved:-

i. Use of Lease Financing as the appropriate mode of funding for the high priority security

projects of housing, transport and forensic laboratory; and,

ii. Use of Suppliers' Credit for essential security equipment and supplies.

Cabinet directed the Minister of State responsible for Provincial Administration and lntemal

Security and the Minister for Finance to take up the necessary action.

The contract for the forensic laboratory was signed by the then Permanent Secretary, Provincial

Adminishation and lntemal Security, Mr. Zakayo Cheruiyot and the then Permanent Sefietary,

Treasury, Mr. M lvtwachofi, on behalf of the Govemment, and Anglo Leasing & Finance Limited

and Forensic Laboratories. Mr Cheruiyot signed the contact on 15 August 2001 while Mr.

Mwachofi signed on 16 August 2001 ; the date on which Forensic Laboratories and Anglo Leasing

signed was not indicated on the contract.

lmplementation of the project was delayed partly due to lack of adequate suitable land. When

such land was identified next to the cunent location of the new CID Headquarters, a lot of political
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pressurc, including objections by the Green Belt Movement b further excision of the Karura
forest, fu rther delayed project implementation.

The contract value was US$54.6 million. A sum totalling US$4.7 million representing the
commitment fee was paid in two instalments on the due datei per the lease financing agreement
despite the fact that the project implementation had not started and no work had Ueen Oone.

Following raising of the matter relating to the awarding to Anglo Leasing & Finance Limited of the
contract for the Procurement of Passport lssuing Equipment project in parliament, and the
ensuing investigations, all the money paid against the contract, US$ 4.2 million, was retumed
through the Central Bank of Kenya.

Procurement of Passport lssuino Equipment proiect

ln June 2000, the Department of lmmigration (DOl), which was then within the Office of the
President, initiated a review of its strategies, systems and procedures with a view to addressing
the issues of inefiicient procedures and information system, rcvenue losses arising tom fraud,
and forgeries involving passports and visas amongst other weaknesses within the Department.

The DOl released a report in September 2000 recommending that a modem enhanced and
comprehensive computer based system, otherwise refened to as 'lmmigration lnformation

[anagement Systems' (llMS) be designed and implemented. The Departnent of lmmigration
(DOl) requested the Ministerial Tender Committee (MTC), Office of the President, for authority to
Prccure a Passport lssuing System through restricted tendering, citing the security nature of
passports and their issuing system, The MTC supported the request and requested Treasury's
approval. Treasury's approval for restrictive tendering was granted on 8 January 02 and
communicated to the DOl in a letter dated 5 February 02.

Five intemationally-recognised firms were requested to tender for the supply of tre system and
three of them responded. After initial analysis of their bids, one firm, AIT lntemational, was
considered as having met both commercial and technical requirements at the quoted price of KSh
622 million. However, the tender was not awarded because funds had not been provided under
the Recunent Estimates. lt was formally cancelled on 5 August 2002. lt is not clear why the DOI
went to tender while knowing that there was no budgetary provision in that year 2001i2's
Estimates.

Thereafter, the DO I requested the Permanent Secretary, Office of the President, to procure the
system in year 200A3. The DOI also recommended a phased implementation over several
yeani. The Permanent Secretary, Office of the President confirmed that the procurement would
still be valid through to year 200U3. ln Aug 2002, six firms were selected and invited to submit
bids for the revised tender. Three firms responded by the deadline of 28 November 2002 and
quoted the following:-

i. Face Technologies -

ii. GET Groups -
iii. De La Rue -

US$9.95 million (equivalent to KSh779.2 million);

US$10.6 million (equivalent to KSh830.1 million);

GBE7,95 million (equivalent to KSh1.1 billion)

ln February 03, a Technical Committee comprising the Govemment lnformation Technology
Services (GITS) of the Treasury and DOI evaluated the three bids and concluded that all three did
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not meet the requirements and specifications set out in the lnvitation to Tender (lTT), and were
therefore disqualified.

Subsequently, GITS apparenfly advised that the system should be re-designed and expanded to
cover other operations of DOl including border controls, immigration monitoring and other
components. However, no wrttten communication has been provided to support his statement,
never the less, the proposed system was redesigned and enhanced to include the following
components:-

. High Security New Generation Passports;

. Secure Passports lssuing System;

. High Security New Generation Visas;

. High Security Visa lssuing System; and,

. Computerisation of machine-readable immigration records.

However, the Principal lmmigration Officer, Mr Ole Ndiema, adduced evidence before the
committee that no such a single system eists anywhere in the world and advised that it should
be implemented in phases. This advise was not considered by the PS. The import of this advise

was that the contract value would have remained the same as that tendered restrictively in 2002,
and consequently the Anglo Leasing price of Kshs 2.7 billion was fraudulent.

The project was now refened to as the lmmigration Security and Documents Control Systems
(ISDCS)Project.

On 1 August 03, Anglo Leasing and Finance Ltd, which gave a Liverpool, UK, address, submitted

to the PS, Office of the Vice-President and Ministry of Home Affairs, an apparently unsolicited

technical proposal for supply and installation of the ISDCS. Anglo Leasing indicated that it would
supply and install the system through its officially designated systems subcontractor, Francois-

Charles Obethur Fiducaire of Paris, France. Anglo Leasing also submitted alongside the
proposal a financing agreement for a facility of Euro 31.89 million (equivalent to KSh2.67 billion),

repayable in quarterly instalments over a period of 62 months, at an interest rate of 4% per

annum. The first instalment was due three months after project commencement.

On 5 September 2003, the Permanent Secretary, Office of the Vice-President and Ministry of

Home Affairs, wrote to the Permanent Secretary, Treasury seeking authority for direct
procurement of the ISDCS; Treasury granted the authority by letter dated 25 November 2003.

0n the 5 September 2003, the Permanent Secretary, Office of the Vice-President and Minisfy of

Home Affairs, wrote a separate letter to the Permanent Secretary/Treasury, providing details of
the Anglo Leasing proposal and requesting for a Technical review of the proposed system.

Simultaneously, the Permanent Secretary, Office of the Vice-President and Ministry of Home

Affairs, wrote to the Attomey General seeking legal comments and advice on the financing

agreement submitted by Anglo Leasing & Finance Ltd.

On 8 September 2003, the Vic+President and Minister for Home Afiairs wrote a Memo to the

then Permanent Secretary Mr. S.M. Mwaliko, in reference to Mr. Mwaliko's Memo of Sut

September 2003. The Vic+Presidenfs Memo authorised the Permanent Secretary to go ahead

and submit the proposal to Treasury for technical evaluation, submit the proposed contract
document to Attomey General for legal opinion, and finally to request Ministry of Finance to

consider and approve the project if it found it viable.
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The contract for the ISDCS_project was signed on 4 December 2003 between Anglo Leasing &
Finance Limited and tre Govemment of Kenya; the Permanent SecretaryIlreaiury and tre
Permanent Secretary, Vic+President and Minister for Home Affairs signing on belialf of the
Govemmenl

\/hen the Public Accounts Committee of Parliament (PAC) asked the Controller and Auditor
General to do a special audit on the ISDCS project, the Conkoller & Auditor General's report,
dated 5 May 2004, raised a number of issues including:-

i. The DOI does not appear to have prepared technical specifications and Terms of
References for the poject so it is not clear the basis on which Anglo Leasing & Finance
Limited's proposal was evaluated.

ii. The decision to use direct procurement instead of resbicted tendering disadvantaged the
govemment because it had no reasonable basis for determining whether the price quoted
was fair and competitive.

iii. No explanation was given of what the payment of Euro 956,700, to Anglo Leasing,
described as arangement, commitment and administrative fee, represented.

Following the raising of issues relating to the Anglo Leasing & Finance Limited in Parliament, the
contract was cancelled and the total amount paid, Euro 956,700 was refunded through the
Central Bank of Kenya.

2. OTHER SIGNIFICANT QUESTIONS ARISING FROM THE ANGLO LEASING CONTRACTS

The oher significant questions that need to be noted arising from the Committee's investigation of
the Anglo Leasing & Finance Limited contracts include:

a) Was there any Cabinet approval of the Projects?

No evidence was provided to the Committee to confirm that Cabinet approved the Anglo
Leasing & Finance Limited and oher similar security projects,

The only evidence produced for the Committee was Cabinets approval of the financing
option as described under the genesis of the Forensic Laboratory project, above.

b) What is the extent to which the Government has entered into other Anglo Leasing type
s ecu rity.related contracts?

The Committee was presented with a list of eighteen (18) security related projects that were
funded through foreign supplier/credit anangements. The Committee requested the Controller
& Auditor General to conduct audits of the 18 projects. The Kenya National Audit Office
conducted the audit and presented the report to the Minister for Finance for tabling in
Padiament. The Minister for Finance has so far not tabled the reporl

lnformation availed to the Committee indicates that the total value of the 18 security related
supplier/financier credit contracts was US396.5 plus Euro 308.1 million (approximately
Kshs.62.6 billion, which represents the equivalent o120o/o of the Kenya Govemmenfs annual
gross expenditure. Because it was all committed using debt instruments, the commitment
was made entirely oubide the Govemment budgetary process.
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Further information availed to the Public Arcounts Committee indicates that against the total

commitment of KShs.62.6 billion, approximately KShs.15.8 billion had been paid out by 30

June 2005.

The same information indicates that competitive bidding, or restrictive tendering, was not

used in the awarding of any of the 18 contracts.

c) Did the Government take steps to stop payment against the 18 security-related
contracts?

The Govemment does not appear to have taken any steps to stop payment against the 18

security+elated contracts. ln his evidence before the Committee, the Govemor of the CBK

produced copies of letters that he wrote to the Treasury regarding continuation of payment of

sums due on contracts with extemal private creditors that were payable hrough the Post

Master General's (PMG's) Consolidated Fund Services.

The Govemo/s first letter, listing the relevant pending payments, was sent to the then PS,

Treasury, Mr. J. Magari, on 13 May 04. Following Mr. Magari's dismissalfrom Treasury, the

Govemor wrote another letter to Mr. J. Oyula, the Acting PS, on 14 May 04, requesting the

same information, Mr. Oyula wrote to the Central Bank of Kenya on 21 May 04 attaching a

list of Pay Advice that Treasury had authorised to be paid. Mr. Oyula's letter also stated that

Treasury would write to CBK regarding the status of the other Pay Advices (PAs) once they

found them from their files.

Following Mr Oyula's dismissal, the CBK wrote to the Treasury Permanent Secretary, Mr

Joseph l(nyua, who succeeded Mr. Oyula, on I Aug 2004, requesting that he goes through

the list and confirm whether Treasury was satisfied that they were, indeed, the companies for

which proper authority had been granted for paymenl The CBK undertook to hold unpaid the

relevant Pay Advice until Treasury provided the required authority.

The Govemor informed the Committee tirat Mr. Kinyua had not responded to their letter. ln

the meantime, the Central Bank of Kenya, acting on Mr Oyula's letter of 21 May 04, continued

to pay the PAs that Mr Oyula authorised for payment. The value of such PAs totalled

US$213.7 million and Euro 218.3

d) Did the Treasury fail to play its Role by Ensuring that Payments were only made for

Value Received?

First teasury approved the project on a single sourcing basis well aware that it had previously

passed und-er'the restricted basis. lt is common knowledge that over-pricing is usually

undertaken under this Practise.

Secondly treasury performed the ceremonial role of effecting scheduled payments with_out

ascertaining whether there was commensurate services or goods delivered by the supplier.

Treasury was very much aware that this was a lease financing arTangement which involved

the delivery of goods or services before payments are effected, but yet took no precautionary

measures to counter+heck.

Treasury abdicated its responsibility of securing extemal loans and credit on behalf of the

republicof Kenya. lt failed to undertake due diligence on the financiers and hence the country

Spccial Audit Report by the Public Accounb Committce 40



did not benefit from the expertise of tre department especially in terms of negotiations on
interest, grace period on. Epayment and guarantee on produci which was red-uced to only
0ne year for such expensive equipment

The departnent fajled to pno! to parliament on the terms of the extemal credit as required
by law and allowed off budget financing of the contact.

e) Did the Central Bank of Kenya Fail to Play its Role by Ensuring that payments were
Valid?

While Cenfal Bank mechanically effected payments as per laid down systems, it was not
consulted as required in section 31 of the Central Bank of Kenya Act. Th; act requires that
the bank must be consulted when extemal loans are being negotiated. The committee was
concemed that v,rhile the bank was aware of its exclusion in the negotiations, it none the less
proceeded to efiect payments.

The Committee was however, impressed by the proactive initiative of tre bank in requesting
for reconfirmation on the status of other security projects. A response from Mr,'Joseph
Kinyua the cunent Permanent Secretary, Ministry of Finlnce ,is yet to be received to date.

0 ltT Kenya Anti'corruption Commission (I(ACC) expeditiously prosecuted the case and
fairly?

The Committee noted that I(ACC was initially eager to investigate the case. This is
demonstrated by the preliminary report that named the vice president, Minister for Finance
and their respective permanent secretaries and civil servants as among the individuals that
could provide usefu I information.

The Commiftee was however, concemed that when the final list of names was presented to
the Attomey Generalfor prosecution, only the names of permanent secretaries and ottrer civil
senranE were included. The names of political figures were notably missing and this is inspite
of the Constitutional provision Section 22(3) that gives the ministers the power to exercise
control and direct the operations of ministries.

The Kenya Anticorruption Commission forwarded files for direction on prosecution to the
Attomey General in February, 2005 without the results on foreign investigations. There was in
f_act a specific rccommendation that foreign investigations should cease as players such as

ll.rytl Kettering could not be traced. However, the Hon AG advised that foreign
investigations must continue. lt is difficult to understand how meaningful criminal charges
could be prefened without the evidence of foreign playen.

The Committee heard evidence given by the former Director of Public Prosecutions Mr. Philip
K. Murgor that he was asked to draft some '/efus rogatol for submission to other countdes.
They were sent to several European Govemments. The Attomey General signed them as the
competent legal authority in the country. The letters made general inquiries as to the
eistence of the companies. No information was given to the Committee on the responses
received in connection with the 'letus rogatory."
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The Committee therefore is not convinced about the ability of Kenya Anti{oruption
Commission (KACC) to prosecute the case fairly given its selective exclusion of political

figures.

Have prosecutions been undertaken expeditiously and fairly?

The case was registered in court and Mr. Philip Murgor was directed as Director of Public
Prosecutions in the case. Since the case was set for hearing on 23ru May 2005 he went
to court on that date, indicated that he was ready to proceed and that he had four
witnesses to call.

Under the Kenya Anticorruption and Economic Crimes Act, Special Magistrates must
hear cases under it and therefore as a result Maureen Mboya who had been a Special
Magistrate for a year was assigned the case. However shortly before the case took off
the Chief Magistate de-gazetted her as a special magistrate and all the cases assigned

to her stalled. Another magishate was appointed but she stated that she could not
proceed with the case until the fate of the other magistrate was determined. Two days

later Mr. Murgor was sacked as Director of Public Prosecutions through an anonymous

email from State House. One and a half months later the Head of State signed a gazette

notice revoking his appointment and appointing the new Director, Mr. Keriako Tobiko,

who was the Chief Defence Counsel for the case involving Mr. Zakayo Cheruiyot and

others on Forensic Science Laboratory project.

The Committee therefore noted with concem that the case was frustrated by the de-

gazettement of the special magistrate and the appointnent of the new director of public

prosecutions who was an interested party in some of these cases, (i.e. presence of

conflict of interest).

From the foregoing, the Committee did not foresee any possibility of fair prosecution, and

possible effort to pursue the matters expeditiously.

THE POLITICAL LEADERS MENTIONED IN THE EVIDENCE TENDERED BEFORE THE

COMMTITEE 0N ANGLO LE{SNG INCLUDETHE FOLLOWING:-

The President

The Committee accepts Mr. Githongo's evidence that he regularly briefed the President on the Anglo

Leasing contracts and the related contracts from the time Anglo Leasing became the subject of a
parliamentary query. ln support of this the committee accepts the memorandum tendered in evidence

by Mr. Githongo which he sent to the President as a brief on the Anglo Leasing contracts. Since Mr.

Githongo worked directly for the President to whom he reported, and since one of Mr. Githongo's

important responsibilities, according to the evidence of other witnesses, was the resolution of the

Anglo Leasing matter, it would be difiicult to conclude that he did not brief the President on the Anglo

Leasing contract

The fact that top civil servants were sacked on authority of the President, clearly points to adequate

information having been provided to him, a fact that was confirmed in testimony by the head of public

service. lt is worth noting that the president directed Mr. Githongo to investigate who Mr. Kettering

was and to ensure that the funds are refunded.

(i)

(ii)
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Even if it is accepted that Mr. Githongo never briefed the President, as may be claimed, other persons
also testified that the President received appropriate briefing. These included Hon. Mwiraria, Mp, and
the Head of he Public service and secretary to the cabinei, nmu. Muhaura.

The Committee believes that IGCC reports were availed to the president and especially that his
Govemance & Etrics Ps dealing with comrption issues kept him fully informed.

Vice President & Minister of Home Affairs

The Committee also considered the evidence received in respect of the Vice President and Minister
for Home Affairs, H.E. Hon. Moody Awori, MP. Hon. Awori, MP painted the picture of un-involvement
in the affairs of his Ministry and this surprised the Committee. lf, the Vice President wanted the
Committee to believe that he only had a peripheral role in the processing of the Anglo Leasing
contracts, this vtould be an abdication of his responsibility. A s a Minister section 22 (3) of the
Constitution requires that he exercises direction and contol over his ministry,

The Vice President in his evidence explained to the Committee trat it has been the practice for tre
Permanent Secretaries b perform many tasks in tre Ministry without reference to his Minister. That
Ministers may not even be aware of the progress of any implementation once a policy document has
been approved and forwarded to the Permanent Secretary. The Committee however established hat the
law is not in agreementwith the practise.

There is abundant evidence on record that the Vice President and Minister for Home Affairs was,
contrary to his evidence before the committee, sufficiently involved in the implementation of the Anglo
Leasing contract as to take responsibility for its shortcomings.

First, on the evidence of his Permanent Secretary, the Vice President was involved in the
procurement of the contract and was kept informed at every stage. As evidence of his involvement,
which the committee accepb, the Permanent secretsry wrote to him a brief dated Stt September,
2003, and in which he sought the guidance of the Vice president. The VP gave his approval via a
memo dated 8ut September 2003. ln the Memo, the Vice President authorised the Permanent
Secretary to submit the contract documents to the Attomey General and Treasury for necessary
action. He requested that the interest rates should be reduced. lt is therefore evident that the Vice
President was adequately informed about the project.

Secondly, on the Vice President to read a ministerial statement in Parliament in which he exonerated
himself from any wrong doing in respect of the contact and further informed Parliament that the
passports contract with Anglo Leasing & Finance Limited was valid. ln the light of subsequent events,
this statement was misleading. The Vice President could only have read the ministerial statement
with either the intention of facilitating a cover up, or he was unconcemed as to whether or not the
statement was true. The responsibility to verify the facts in the statement cannot be delegated as the
Vice President tried to do when he testified before the Committee, The Committee was concemed
that even after more information emerged, the vice president has never taken the liberty to apologise
to parliament which is further testimony that he has little or no regard for the supreme institution in the
country.

Thirdly, the Vice President misleadingly defended the reputation of Anglo Leasing in his ministerial
statement. He chose to justify this on the grounds that he mistakenly refened to Francois Charles
Obertrur Fiduciaire (FCOF), the reputable French company that was going to be the supplier of the
passports, when he refened to Anglo Leasing and Finance Limited. The truth is that Anglo Leasing
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and Finance Umited was, and still is an unknown entity and did not meet the pnaise, which, in fie
event, was calculated to mislead. lVhose responsibility was it to venfy the facb for him? Again, the
Vice President must tske responsibility for asserting tna Angto leasing was a company of goo? repute
when the evidence available is contary.

Fourthly, the Committee accepts the evidence of Mr. Gitrongo that he wamed the Vice president
before the contract with Anglo Leasing was signed, trat this was a questionable contract.
Notwtthstanding his waming, he abdicated responsibility which allowed Anglo leasing to sign a
contract that was outrightly disadvantageous to the public interest.

Fifihly, the Committee accepts the evidence of Mr. Githongo that he briefed the Vice president on his
concerns aboutAnglo Leasing during the lunch meeting in his house. lndeed, the Vice president also
accepted that he was briefed by Mr, Githongo on many issues. His inaction, when his ministry was
involved in a procurement process that was questionable is completely inexcusable.

Further, it would be difficult to believe that a head of a critical department such as immigration and
even then under scrutiny could be moved without the knowledge of at least the Vice President. This is
a small ministry with one officer who had done a commendable job in refusing to participate in the
irregular procurement process. The Vice President never defended the transfer of the principal

Immigration Officer (Mr. Ole Ndiema).

For the foregoing reasons, the Committee finds that a case has been made out for investigations into
the conduct of the Vice President, Hon. Moody Awori, MP, in respect of procurement of passport
issuing equipment contract.

Hon. David Mwiraria. Former Minister for Finance

The Minister for Finance, Hon. David Mwiraria, MP displayed a most cavalier attitude towards the
Anglo Leasing and related contracts, failing to give the much needed leadership in the search for tre
resolution of these contracts. To begin with, according to his own testimony before the Committee,
Hon. Mwiraria, MP was only interested in the recovery of the money paid to Anglo Leasing and
Finance Limited and once this had been recovered, he considered himself discharged from any
further responsibility. In the view of the Committee, Hon. Mwiraria, MP displayed great fear in finding
out who was behind the Anglo leasing contracts, as if he already knew.

The evidence of Mr. Githongo, which the Committee accepts, was that Hon. Mwiraria, MP had
instructed Mr. Oyula to call the principals of Anglo leasing and ask them to refund the money. The
Minister also accepted this in his own testimonies but Anglo Leasing remained a mystery contract
throughout. There is evidence of expensive trips to Europe that were made by law enforcement
officers with a view to establishing the owners of Anglo Leasing when, all along, Hon. Mwiraria and
his Financial secretary appear to have known them. Mr. Oyula's own testimony also confirmed trat
he was instructed by Hon. Mwiraria, MP to seek a refund from Anglo Leasing & Finance Limited.

The Committee accepts evidence about the discussion between Mr. J, Githongo and Hon. Mwinaria,
MP as authentic which is supported by the recorded conversation between them in which Hon.
Mwiraria, MP states he country will fall if the investigations continue.

When the Anglo Leasing contracts came under question, other Anglo leasing typecontracts that were
also in place with various govemment departments also came into question. The Committee notes
that the Central Bank of Kenya, which had outstanding Pay Advices in respect of these contracts
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sought the direction of the Treasury on whether, in view of the questions on Anglo Leasing, these
contracts should be paid or not.

Although Hon. Mwiraria, MP knew of these contracts, and also of the Bank's inquiry, he failed toprol9e leadership on how these should be dealt with, allowing matters to drift on their own. As a
result, until the time he resigned, he had not addressed this pro-blem. Some of the contracts have, in
the meantime, been paid and ohers wilr continue to be paid in nrture.

Hon. Mwiraria, MP ordered a special audit on tre Anglo Leasing contracts. The National Audit office,
in pursuance of the audit, sent the audit query to thJ Treasury-in october 2005. This has not been
replied to and is holding up the production of the audit report. Hon. Mwiraria's 1,r.pon.. on this was
that it is not his work but the work of tre Permanent secretary to deal with such matters.

The Committee notes that Hon. Mwiraria, MP has already resigned his position as Minister for
Finance, The Committee is concerned that in the evidence, ilon. lilwinaria, Mp was either out righfly
incompetent and was overwhelmed by the responsibilities oi his office, or was deliberately remiss with
a view t9 SivinS the Anglo Leasing principals an advantage. The Committ.. re.ommlnds that he
should also be investigated with a view to taking appropriatJ action.

Hon. Kiraitu Murunoi, MP. Former Minister for Justice & Constitutional Affairs

Hon. Kiraifu Murungi, MP was the Minister for Justice and Constifutional Affairs. lt was one of his
responsibilities to provide leadership in the fight against comrption. The evidence received by the
Committee indicates that Mr..Githongo enjoyed a good personal relationship with Hon. Murungi, Mp.
Hon. Murungi, MP also had a good personal ritationsnip with Dr. Murungaru, Mp with ivhom,
according to Mr. Githongo, he shared a history. Throughout Mr. Githongo's t'enuie at State House,
Hon. Murungi, MP had a conflict of loyalties. He owed friendship to Mr. 6ithongo at a personal level
and, perhaps he also owed lt/r. Githongo a protective duty, as the Minister ii cfrargL of the antj-
gcrruption prcgramme. But he also owed a duty of ftiendihip to Hon. Murungaru, illp and AIfred
Githonga and, perhaps, also a duty of loyalty. Hon. Murungi, i/p casts Hon. M-urungaru, Mp as an
aggressive penion, whose qualities arc necessary for raising party funds together witi Ciinonga anO
hence required protection. H9n, Murungi, MP failed to offer Mi. Citfrongo un-oivided support altiough,
from time to time, he played the role of an informer to Mr. Githongi, giving him eaity wamingloi
impending danger,

Hon.. Murungi's role as an emissary is also revealed in the case of Mr. Githongo senior, whose
problems are used to exert influence on his son, The Committee accepts evidence about the
discussion between him and Hon. Murungi, MP as authentic which is nrrtner supported by tape
recorded conversation between them. The Committee finds that there is credible evidence to suggest
that H.on. Murungi, MP gave protection to Anglo Leasing principals. The Committee further findj[rat,
based on Hon. Murungi's various discussions, the principald mfrino Anglo Leasing projects were
probably a front for persons within president Kibaki's administration.

This would explain the insertion with which the Anglo Leasing investigations have been canied out.
The mysterious refunds of money further suggesl this finding. lt is not possible that independent
business people, whether or not they have complied with the-ir part of a contract would so readily
refund.money merely because the govemment has asked them to do so. The ready refunds point to
the existence of a ring of conspinators, who have orchestrated schemes to defraud the revenue.
\^/hen.lhe risk of being found out sfuck them, they were ready to sutfer the temporary set back of
refunding more than KShs.1 billion to the Treasury, in exchangeior self-preservation.
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Hon. Murungi, MP adMsed Githongo to go slow on corruption investigations in retum for similar favour
being extended on his htheis case pending in courL This was obviously a bribe by a minister in
charge of justice punishable under the public ethics act 2004.

The Committee was satisfied that Hon. Murungi, MP acted to protect Hon. Murungaru, MP and Mr.

Gitonga and hence obstruct justice given that he was in charge of this ministry. Further investigation
is required to establish his interference in the judiciary as a whole including the appointment of
Tobiko, a counsel in one of the cases and the removal of special magistrate for corruption cases.
Hon. Murungi, MP should be investigated for the attempts he made to cover up the scandal, including

the pressure he brought to bear on Mr. Githongo, through the Anura Perera matter.

THE ROLE OF CIVIL SERVANTS

The evidence received by the Committee touched on the following civil and servants:-

i. The former Permanent Secretary in the ministry of Home Affairs, Mr. Sylvester Mwaliko;

ii. The former Permanent Secretary to the Treasury, Mr. Joseph Magari;

iii. The former Financial Secretary Mr. Joseph Oyula;
iv. The Head of the Public Service Ambassador Muthaura; and

v. The former Permanent Secretary in the office of the President, Mr. Dave Mwangi.

Mr Svlvester Mwaliko, former Permanent Secretarv. Ministrv of Home Atfairs

The Committee noted that Mr. Mwaliko kept his minister informed about the passports contract as

evidenced by the exchange of briefings already discussed. However, he acted arbitrarily in causing to

be awarded to Anglo Leasing the passports contract, by disregarding previous bids by companies that

had preceeded Anglo Leasing and Finance Limited in his ministry,

The Committee does not accept that the anival of Anglo Leasing and Finance Limited on the scene

could have been as a result of anything other than a conspiracy. They had toiler-made solutions for

the ministry, suggesting insider information.

Whereas Mr. Mwaliko produced to the Committee the memorandum through which the Vice-President

authorized him to submit the proposal to Treasury for evaluation and approval, he declined to show

the Committee his own memorandum of Stt September to which the Vice-President was responding

citing that it formed part of his evidence in court.

V/hereas Mr. tvtwaliko attended a meeting at Treasury on 27ut August 2Q02 alwhich the Govemment

lnformation and Technical Services (GITS) was tasked to prepare comprehensive proposals on the

modernization of the issuance of passports, without waiting for the proposal, he went ahead with the

procurement of the project with Anglo Leasing and Finance Limited.

The Committee finds that Mr. Mwaliko's action in this regard was arbitrary and unilateral.

The Committee further finds it diflicult to believe, as Mr. Mwaliko would like, that the contract with

Anglo Leasing was brought to him to sign in the absence of all the other signatories.

The Committee also disbelieves Mr. Mwaliko when he says that Mr. Medyn Kettering walked from the

streets into his office, without an appointment, and managed to discuss with him, the intricacies of the
passports project whose procurement was onsidered secret. lt would have been most inesponsible
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of h.im to.classifr a project as secret, and then proceed to discuss its procurement with a total stranger
walking in from the streel Mr. Mwaliko must have known Dr. Kettering with whom he acted in
conspiracy. Mr, lVtwaliko denied ever meeting Mr. Colin Ftyn who s'rgned the agreement for
procurement of Passport lsuing Equipment with.

The Committee finds that the pr+printed due diligence that Mr. Mwaliko says was done by his officers
on Anglo Leasing was most wanting. Moreover, he could not state what exactly was done in
pursuance of due diligence. Moreover, he was contradicted by the Permanent Slcretary to the
Treasury Mr. Magari, who said that due diligence was not neceisary, and was not done, Lecause
Anglo Leasing was doing business with the govemment already.

Mr. Mwaliko also misled the Committee that all the comments forwarded to his office from the
Attomey General had been incorporated in the final document. The committee established that this
was in fact not undertaken. This is a serious offence given the serious legal consequences of such
omissions.

The Committee notes that Mr. Mwaliko already faces a number of criminal charges for his role in the
Anglo Leasing contracts but it is of the view that he did not act alone. Investigations to establish
those he acted with, and who should stand with him in court, should be under taken.

Mr. Zakavo cheruivot. former Permanent secretarv. office of the president

The Committee found Mr. Zakayo Cheruiyot, the former Permanent Secretary in charge of lntemal
Security to be most evasive and unreliable. He appeared not to remember only those matters that
were prejudicial to him and remembered the details of eveffiing else. For example, he could not
remember whether it was his ministry or Treasury which sought financing. Mr. Cheruiyot could not
remember whether he performed any due diligence on Anglo Leasing, Mr. Cheruiyot said he relied on
the advice of the Attomey Generalthat he should just go ahead and sign. The committee notes that
the signing was based on fulfilling the necessary legal requirements as stipulated in Govemment
financial regulations.

Mr. Cheruiyot played a role in the Forensic science laboratory project and not in tlre passport issuing
equipment. Parliament should therefore order an audit in this project to establish how Cheruiyot came
to sign a contract with a company he refused to explain how it was sought.
Further inquiry invoMng percons who worked with Mr. Cheruiyot, for example his minister and the
Head of the Public Service at the time need to be undertaken to clear his role.

Amb. Francis Muthaura. Head of Public Service and Secretarv to the Cabinet

The Committee, finds it difficult to believe ttrat Amb. Muthaura issued an advertisement merely to
clear the confusion that trere were two Anglo Leasing and Finance projects. The head of cMl service
had in the advertisement misled the public that there had been no wrong doing by anybody. ln any
case payments had been done on the two projects without commensurate work being undertaken.
Accordingly therehre the committee is of the view that the advertisement was calculated to reduce
the mounting public pressure then on action to be taken on comlption in Govemment.

The Committee found it difficult to believe that the head of civil service could prepare such an
advertisement without the involvement of Mr. John Githongo whose dockeUbrief included advising the
president on matters on corruption and clearly within his knowledge that Mr. Githongo was fully
responsible.
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The Principal lmmigration Officer (PlO) was transfened with tre knowledge of the head of the public
seMce fully aware he was one of the few officers who were opposed to the manner in v'ltrich the
passport project was handled. ln tsct he could not offer an explanation as to why Mr, Ole Ndiema was
tansfered. The Committee found it difficult not believe that he was not transfened because of being a
'stumbling' block in the passport procurement contract.

Amb. Muthaura misled the committee that all security related contracts had their payments stopped
pending finalisation of audit by Controller & Auditor General (C&AG). ln tact he expressed surprise
when informed by the committee that no payments had indeed been stopped. A decision of such
magnitude where billions of money on various security contracts is involved could not have been
made verbally, CIearly the matter involved various ministries and the head of Public service had
stated that one of his responsibilities was to coordinate ministries. To date no ofiicial document has

been availed on suspension of payments.

The head of the civil service as detailed above either deliberately misled the Committee or is

incompetent in his duties. Further investigation is desirous to establish these facts.

Mr. Joseph Maoari. former Permanent Secretarv, Treasurv

The Committee finds that Mr. Joseph Magari acted and signed the Procurement of Passport lssuing

Equipment contract with full appropriate authority and consultation with his Minister. His excuse that

the company was already doing business with the govemment and does not require due diligence is

debatable. His evidence that he briefed his Minister is true and documented.

Mr. Joseph Ovula, former Financial Secretarv, Treasurv

The Committee finds that Mr. Joseph Opla knows much more than he ever volunteered to the

committee. lt is not believable that he merely sent a facsimile to Anglo Leasing and Finance Limited

which led to a refund of money without questions. lt is more likely, and this is supported by Hon.

Mwiraria's evidence, that he called the principals, whoever they are. After all, he admitted to being

introduced to Mr. Deepak Kamani by the late Agili (Financial Secretary), considered the person

behind Anglo Leasing and Finance Limited. The Committee finds that there must be a special

relationship between Mr. Oyula and Anglo Leasing and Finance Limited, which made them readily

heed the request to refund money. Further, the committee finds that there must be a conspiracy

between Mr. Oyula and Hon. Mwiraria,MP which made the latter trust Mr. Oyula to the extent of

asking him to seek the refund,

The Iefter which Mr. Oyula wrote to the Central Bank was written in the height of inquires in the

National Assembly on the genuineness of Anglo Leasing and similar type contracts. Whereas the

Bank had hoped for a wholistic review of such contracts, Mr. Oyula appears to have interested the

Bank's request as merely requiring the fulfilment of furmalistic requirements, so that tre Bank could

go ahead and pay. There is no evidence that he ever consulted the Minister on the fundamental

issues such as the fact that the contracts had all the formal requirements. Mr. Oyula, therefore,

facilitated the payment for some of the pending 18 contracts when circumspection would have led to a

more harvest review of the contracts.

The Committee finds that Mr. Oyula consistently took refuge in formalism to give advantages to Anglo

Leasing. The Committee finds, further, that Mr. Oyula is inescapably one of the civil servants that

aided in the performance of these questionable contracts.
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The Committee considers Mr. Oyula unreliable and inconsistent and hence concluded that he was
unwilling to give information. lt is dificult not to believe that having worked in treasury for over twenty
yeani; he was one of the chief architects of the civil servants that promoted the use of single sourcing
for the procurement of security equipment and hence overpricing of the same, They had however
perfected the art of ensuring that proper authorisation was sought and hence difiicult to find him
culpable on paper.

The Role of the Attornev General

The role of the Attomey Genenal on Govemment is provided for in Chapter 9 (nine) of Govemment
Financial Regulations. The understanding of that role by difierent people in the govemment is

according to the evidence, varied. The Head of the Public Service, for example, stated that the
Attomey General should be involved in all stages of the procurement process, and should advise the
line ministry of the need for due diligence and also sees that due diligence is performed properly.

The Treasury, on the other hand, expressed the view that due diligence is the responsibility of the
Attomey General. Mr. Magari, specifically, blamed the Attomey General for bringing a criminal case

against him for failure to exercise due diligence when the duty to do due diligence is in Mr. Magari's

view, vested in the Attomey General himself. The Attomey General, Hon. S. Amos Wako said that his

ofiice should be involved in all stages in the procurement process but, that, the practice has evolved

that the Attomey General is only contacted at the end. The only role of the Attomey General is to
provide an geinicen to the effect that the persons who have signed the contract on behalf of the
govemment have the authority to bind the govemment. This he said, is for the comfort of the
investors who would like to feel protected when dealing with the govemment.

The Committee finds that whereas the provision of the procurement regulation empower the Attomey
General to participate in all stages, he has not done so in practice. This, in the view of the Committee

is an abdication of his responsibilities.

Secondly, the Attomey General has taken an unbalanced and partisan view of his role in govemment

contracts. He feels obliged to protect the interests of the foreign investors but not those of the
govemment for which he is the advisor.

Thirdly, in accordance with govemment procurement regulations (2001), Section 13 (1) in order to
participate in public procurement, candidates must quality by meeting the following criteria and such

other criteria as the procuring entity considers appropriate under the circumstancesi

(a) that they possess the necessary professional and technical qualifications and competence,

linancial rcsources, equipment and other physical facilities, managerial capability, experience

in the procurement object, reputation, and the personnel to perform the confact;

(b) that they have the lEal capacity to enter into the contract;

(c) that they are not insolvent, in receivership, bankrupt or being wound up, their business

activities have not been suspended and they are not subject of legal proceedings hr any of
their foregoing;

that they have fulfilled their obligations to pay taxes and social security contributions, and for
that purpose, documentary evidence to be provided by a foreign candidate to demonstrate

(d)
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that it meets the crtterion in this paragraph may consist of a written declaration to that effect
by he candidate.

It is therefore evident that the duty to carry out due diligence in respect of a govemment contract must
rest with the line ministry which is procuring. However, due diligence has many components wtrich
include financial due diligence, technical due diligence and legal due diligence. The role of the line
ministry is to conduct the first two aspects of due diligence and further to satisty itself that the other
forms of due diligence have been conducted before it can clear the contract for signafure. Had he AG
participated in the negotiations as required by the act, the due diligence process would clearly have
been undertaken.

The Attomey General in giving a legal opinion was merely for the comfort of the financier, it is difficult
to understand why such a comfort was not required by the Govemment. His ofiice misled the
Committee that all the comments suggested for inclusion in the final document had been
incorporated. The Office of the Attomey General had raised serious issues and misnomers in the
agreement entered into with Anglo Leasing & Finance Limited. The Attomey Genenal's office had
questioned why Anglo Leasing and Finance Limited did not provide reasons for the administative
fees charges in the agreement, why Anglo Leasing and Finance Limited should not be paid in Letter:s

of Credit as opposed to Promissory Notes, why the contract does not provide an assurance or a

guarantee that Anglo Leasing and Finance Limited will perform its part of the contract, why the
payment is not pegged on specific performance indicators, why the warranty period is only for a paltry

one year.

The Committee established that many of the comments as forwarded by the Attomey General's ofice
had not been captured in the final document yet the Attomey General's office approved the contact
agreement. This is clearly a case of serious negligence.

While taking evidence, the Committee was taken through a host of reforms the Attomey General

intends to undertake in his department to ensure better results are realised by the Govemment. Since

the Attomey General has been in office from 1991 to date, it is difficult to believe that he was not

aware of the weaknesses of his department for the entire period. The Committee finds him negligent

in representing his client but keen on paper work to shield himself.

The Committee noted that the Attomey General has been unable to exercise the functions of his

office. ln the Passport lssuing Equipment Project, the Attomey General was unable to show that he

took adequate steps to ensure that the Agreement signed was favourable to the Govemment.

The Committee found him incapable of advising his client adequately and a little too late to be

charged with undertaking any meaningful reforms in the Kenya Law Office.

Mr. Dave Mwanqi. former Permanent Secretarv. Office of the President

Mr. Dave Mwangi was not involved in the Passport lssuing Equipment Projecl However, the

Committee noted that two instalments pertaining to the Forensic Science Laboratory Project were

retumed during the tenure of Mr. Mwangi as Permanent Secretary in the Office of the President

without his knowledge. Further that he signed two security contracts with Messrs Globotel and

lnfotalent Ltd.

Given the similarity in procurement of these projects, Parliament should grant authority for audit and

investigations into these contacts to establish the role of Mr. Mwangi.
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Features of security contracts

The Securtty contracb all have the same design and features. The contracb are allfor large sums of
money, and have been entered into by single sourcing. ln each case, there are two role players, a
financier and a supplier. As has been demonstrated, the financing company and the supplier are
sometimes related companies. At other times, the supplier is a reputable intemational mmpany.
lnvariably, the financing clmpany is a shadowy entity whose exact identity could not be legally
verified.

It seems that the role of the financing company is to necessitate the creation of debt by the
govemment, as opposed to outright payments for the goods or services procured. Once debt is
created, it is the responsibility of the Treasury to service it through the Consolidated Fund Service, as
opposed to the line ministry paying for it through its voted funds. This immediately creates disconnect
between implementation of the project, which remains the responsibility of the line ministry, and
paytng for it, which is the work of Treasury. From the documenb examined, the Committee noted that
Treasury mechanically remits payment for the contracts without regard as to whether or not, on the
ground, the contract is performing,

ln effect, therefore, the govemment paid money to the financing company which then paid the

supplier, using that money, who then supplied the goods or services. The govemment then paid

interest to the financing company on its own money,

This anangement is not possible without the most elaborate collusion on the part of all concemed. ln

the view of the Committee, the collusion involves three levels of people.

First, there are the business people who are involved in the supply of goods and seMces to the
govemment in security con[acts.

Secondly, there are the civil servants, The evidence of Mr. Githongo emphasized the important role

of civil servants in bringing about these sham contracts. They are the ones who negotiate the terms

and prepare the documentation. They are the first line of possible resistance to the corruption that is
represented by these contracts. They are also he first line of recruits in these scams.

Most likely, they manipulated their superiors and also provide lnside information to the business
people.

Thirdly, there is the political level, People at the political level do not always document their
participation and it is most difficult to prove it ln he Anglo Leasing cnntracts, it took the extaordinary
efforb of Mr. Githongo, an insider in the govemment, to provide evidence of participation of this level

of people. ln the view of the Cornmittee, politicians provide the space in which the businessmen and

civil servants carry out the corrupt schemes. Politicians give protection from law enforcement in the

event of the schemes being discovered.

Here below are attachments relating to possible inter-relationships of Anglo Leasing related

companies and contracts.
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GENERAL REGO MMEN oNs

The Committee recommends that.

(i) The Director, Kenya Anticonuption Commission should liaise with the
Attorney General, the Police Commissioner, and other relevant bodies
with a view to 

-prosecuting 
persons who were involved in negotiations

and approval of the procurement of Passport lssuing Equipmenl project.

(ii) The Attorney General shoutd ensure that of the eighteen (18) projects,
those which have not taken off are legally terminated 

'io 
avoid

accumulation of pending payments and penalties until investigations
are complete, while those which have commenced should be
renegotiated with strict adherence to the laid down procurement
regulations and procedures. The Attorney General shoutd give the legat
position on the status of the 1B projects.

(iii) ln future, no financial agreement should be signed before the relevant
Minister and the Accounting otficer of the procuring Ministry the
Aftorney General and, Treasury are satisfied that due diligence hasbeen
done on the supplying/financing company. Equally no payment should
be made before due diligence requirement is complied with.

(iv) The use of promissory notes as a rneans of financing government
expenditure should be restricted and vetted to avoid misuse.
Government programmes, whether security related or otheruise should
be included in the National Budget which is presented to Parliament.
For security equipment and or services this will be done without
necessarily disclosing the nature of goods/services planned to be
procured.

(v) The Accounting Otficer, Office of the President in charge of lnternal
Security should ensure that security equipment is categorized in order
to ascertain their degree of secrecy. Any equipment such as
telecommunication materials and vehicles whose operations do not
involve secrecy should be sourced through normat tendering.

(vi) Since the Controller and Auditor General has audited the eighteen (18)
security related projects, he should ensure that the audit reports are
urgently tabled in Parliament as provided for in law.

A Departmental committee called a parliamentary security commiftee
should be formed to deal with Nationat security related issues. lt shoutd

(vii)
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have a life length equivalent to the life of a Parliament and its Members
should bevetted to dealwith security projects. Section 18 of the Powers
and Privileges Act should be amended. The fact that the President has
to give consent before any security issues can be discussed by
Parliamentary Committees has led to abuse of the provision.

(viii) The Minister for Finance should report regularly to Parliament on all
external loans contracted by the government pursuant to provisions of
the External Loans and Credit Act, Cap. 422 of the Laws of Kenya.

Although the loans are reported to the House by the Gontroller and
Auditor General in his annual reports, the House should set aside time
when the Minister can present his reports on external loans.

(ix) The Pay Advice from Treasury to Central Bank of Kenya must be
countersigned by the Accounting Officer of the user Ministry or
department as commitment that the required goods have been supplied
or services rendered.

(x) An implementation monitoring Gommittee should be formed urgently to
follow on Committee recommendations adopted by the House as well as

assurances made by Ministers on the floor of the House. After adoption

of recommendations by the House, the government should give "action
taken report" lo the House within sixty days. Action taken on

assurances made by the Ministers should also be treated in the same

way.

The government should give response to the House on assurances and

adopted recommendations within sixty days.

(xi) Since the House passed a resolution in Year 2002 for live televising and

broadcasting of Parliamentary and Committees proceedings all future
proceedings of Committees should be opened to the public'

Committees should be at liberty to decide when to carry on with their
proceedings in private.

(xii) The Standing Orders Committee must urgently ensure that Standing

Order N0.161 which prohibits premature publication of evidence is re-

examined.

(xiii) The Attorney General should move bills in Parliament providing for stiff
penalties on officers who fail to adhere to the laid down laws as well as
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(ru)

(xiv)

financial regulations and procedures when sourcing for goods and
services on behalf of the govemment.

l(AGc should hasten its investigations and make its report public as
soon as possible.

All major government projects whether security related or othenarise
should receive cabinet approval before the signing of any contract
agreement or payment of any funds. They must also be butgeted for
adequately.

(xvi) Since the 18 Anglo Leasing type projects are all security related and the
Auditor General has audited them, the President shoutd give consent for
public officers to give evidence before the Committee ind to produce
relevant documents as provided for in section 18 of the irlational
Assembly (Powers and Privileges) Act cap. 6 of the Laws of Kenya,
Unless this is done it will be impossible to take evidence on the Reports
of the Controller and Auditor General.

All other recommendations included in the body of this report also form part of
the Gommittee recommendations.

-x-
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MINUTES Of,' THE FIRST G OF THE PIIBLIC ACCOTINTS
COMMITTEE ON PASSPORT ISSIIING EIIIPMENT PROJECT HELD OI{
TIIESDAY. T'EBRUARY 07 20,0,6 IN COMMITTEE ROOM NO. 9
PARLIAMENT BIIILDINGS AT 1O.OO AIVI

PRESENT: T he following Members were present

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagatr, EGH, MP
Hon. F Charles Keter, MP
Hon. Fahim Twaha, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. C.W. Munga
Mr. J. Ariwomoi

Principal Clerk Assistant
Third Clerk Assistant

MIN. NO.1/2006

MIN. NO. 2/2OO5 ADJOURI{MENT

The Chairman adjourned the meeting at 11.4O am.

EVIDENCE FROM MR. JOHN GITHONGO

The Committee deliberated on current graft revelations by the
former Ethics & GovernErnce Permanent SecretarSr Mr. John
Githongo.

Since the Special Audit Report on tl:e Procurement of Passport
Issuing Equipment by the Department of Immigration was
negatived by the House, on a vote members resolved to take
more evidence on the project and prepare a more comprehensive
report for adoption by the House. In this regard they further
resolved to travel to London from 9th - 16th Febmary 2006 so as
to take evidence from Mr. John Githongo after which more
evidence would be taken from other relevant persons.

The Committee noted that following the reconstitution of the
Cabinet in December 2005 and further to their appointment as
Assistant Ministers, the following ceased to be Members of the
Committee:

Hon. Ekwee Ethuro, MP
Hon. Adelina Mwau, MP
Hon. Kembi Gihrra, MP
Hon. Koigi rva $/amwere, MP
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HON. UTTURU I{ETIYATTA, EGH, MP
SIGNED..

(CHATRMANI

15TE MARCH, 20,06
DATE.....
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MINUTES OF SECOND SITTING OF' THE C ACCOUNTS
COMMITTEE ON PASSPORT ISSUING EOUIPMENT PROJECT HELD IN
KEITYA TIIGH ON PREMISSES - LONDON FEBRUARY 11TII
20,0'6 AT 9.OO A.M.

PRESENT

The following Members of the Committee were present

Uhuru Kenyatta, EGH, MP (Chairmanf
Norman M.G.K. Nyagah, EGH, MP
Billow Kerrow, MP
Joseph K. Lagat, MP
Zebedeo Opore, MP
Fahim Twaha, MP
Charles Keter, MP

IN ATTENDAI{CE

NATIONAL ASSEMBLY

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Mrs. Consoiata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

KETTYA AI'DIT OFFICE

Mr. Anthony Gatumbo - Director of Audit

MIN. NO. 3/2OO5 EVIDENCE: PASSPORT ISSUING EOUIPMENT

Mr. John Githongo, the forrrer Permanent Secretary for Governance
and Ethics accompanied by his lawyer, Prof. Makau Mutua, appeared
before the committee and gave evidence on the Passport Issuing
Equipment Froject.

MIN. NO. 4/2006 CIIAIR]T,IAN'S REMARI<S

The chairman welcomed the witness and his lawyer and thanked them
for their appearance. He informed tl:em that Mr. Githongo would give
evidence under oath pursuant to provisions of Section 16 of the
National Assembly (Powers & Privileges) Act Cap 6 (Laws of
Kenya).

MrN. NO. 5/2006 ADMINISTRATION OF OATH

The Committee Clerk administered the Oath to
Mr. John Githongo.
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MIN.NO. 6t20,06 RIPORT ON PASSPORT ISSUING EOIIIPMENT
AI{D SIMILI\R PROJECTS

The comrnittee was informed t]:at Mr. Githongo compiled and
submitted the report of his findings on Anglo Leasing tSrpe contracts to
the President of the Republic of Kenya in November 2005. He gave a
similar report to the chief Executive of Kenya Anti cornrption
Commission (Justice Aaron Ringera) in December 2005 with different
covering letters.

The report to the President was more detailed than the one submitted
to Justice Ringera but there was no material difference between the
two reports. The letters were handed over to the two parties by hand.

MIN. NO. 7/2006 PAPERS LAID

The following papers were laid during the evidence:-

(i) Confrdential statement

(ii) Memorandum dated lOth N,{'ay 2OO4

(iii) Suppliers Financing Agreement for Kenya E-cops securit5r, law
and order systems project for Kenya Police Department, between
Infotalent Limited and the Government of the Republic of Kenya.

(iv) Export Lease Purchase Finance Agreement No.
Kenya/OPiFSL/2OO1 IOL Forensic Sciences Laboratory for the
Criminal Investigation Department (CID) of the Offrce of the
President of the Government of Kenya.

(v) Security contracts under special pu.rposes financing vehicles in
Office of the President.

("i) DVD - BBC Post Production Format Transfer Services 020 857
60444 News-night Kenya dated 8th February 2006.

Security related procurements from 2OOL to-date.

Copies of letters written to the Controller & Auditor-General,
Mr. Evan Mwai on security related foreign suppliers' credit
contract dated 3.d and 10tr, January 2005.

(ix) CD with three in one recordings

MIN. NO . a120o,6 N)DITIO NAL INFORIT4ATION

(vu)

(viii)
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a

The witness gave a chronolory of events in the probe on the passport
issuing equipment (Anglo Leasing) project and other Anglo Leasing
type contracts. The committee was infor:rred that:-

(i) in march, 2OO4 the department of Governance and Ethics was
provided with information which suggested that a non-existent
company called Anglo Leasing and Finance had been awarded
a contract by the Immigration Department in the Ministry of
Home Affairs and a 3% down payment of about Kshs. 90 million
had been paid.

(ii) during his investigations into tJ:e matter he established that
various payments were made to non-existent companies and
that the Government had no legal recourse on these payments
in the event of non-perfonnance by the suppliers. The
Government started repayment before implementation of the
projects had started.

(iii) his investigation experienced political interference mainly by the
then Minister for Finance (Hon. David Mwiraria MP), Minister
for Justice & Constitutional Affairs(Hon Kiraitu Mumngi MP)
and the Head of Public Service and Secretary to the Cabinet
(Amb. Francis Muthaura) arnoog others who wanted him to slow
the pace of his investigation. When he failed to do so he received
warnings and threats.

(19 he informed the Head of State on severa-l occasions both
verbally and in writing but no action was taken on the persons
who had been identified as perpetrators of the project. The
alieged perpetrators were also not afraid of the fact that the
President was aware of what was happening.

The Controller and Auditor-General audited other Anglo Leasing
type contracts some of which had been submitted to the Cabinet
for pemsal while the others were still being audited at the time
of his resignation. The Permanent Secretary, Treasury was
under pressure to pay the pending biIls on Anglo Leasing type
projects from the said Head of Public Service and Secretary to
the Cabinet and the said Minister for Finance.

(vi) the threats spread to his immediate fa:rrily. The said Minister for
Justice and Constihrtional Affairs, and the former Minister for
National Security, Hon. C. Murungaru, MP informed him that
the security related projects were for political financing
pufposes and the President was aware of their frnancing hence
on24b January 2005 he resigned.

AI)JOIIRNMENT

(v)

MIN. NO. 9120,0,6
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The Chairuran adjoumed the meeting at 1.20 p.m.

AI"TERNOON SITTING

The Committee assembled at 2.30 p.m

The following Members of the Committee were present

Hon. Uhuru Kenyatta, EGH, MP (Chairmanl
Hon. Norman M. G.K. Nyagah, EGH, MP
Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fahirn Twaha, MP
Hon. Charles Keter, MP

IN ATTENDAI{CE

PRESENT

NATIONAL ASSEMBLY
Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

KEIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony Gatumbo

MIN. NO. 10/2006 EVIDENCE

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

Director of Audit

Mr. John Githongo, the former Permanent Secretary for Governalce
and Ettrics accompanied by his lawyer, Prof Makau Muhra, appeared
again before the committee and gave evidence on tJ:e Passport Issuing
Equipment Project and other similar projects.

MIN. NO. 11/2006 OTHER AI{GLO LEASING TYPE PROJECTS

The Committee was informed that there are about eighteen otleer
contracts and the creditors/financiers of most of the projects were
Serne people.

a

PROJECT AGREEMENT
DATE

CREDITOR/FTNANCTER

(i) Project
Communication

Police
L412lLe92

Philips Telecommunications
Radio Barclays PLC (A.
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Network Juma)

(il) Philip Radio
Equipment for the
Police

30 lslLeeT Barclays U.K.
Juma)

Simco (A.

(iiii) Comprehensive
Aviation Operation
Technical Support and
extended wa:ranty
services for Kenya
Po1ice Air wine

t217l2oo2 Apex Financing Corporation
(Deepak Kama:ei)

(19 Export Leasing
purchase Financing
Agreement of Security
vetricles

L6l8l2oot Silverston Establishment
(Deepak Kamani)

(") Export Lease
Purchase for C10
forensic Science
laboratory

16l8l2OOL Anglo Leasing Finance (M.
Ketering, C. Flynn, Deepak
Kamani)

("i) supply of system
for Classilication and
Archive Data National
Registration Bureau

1o lL2l2oo2 Idamties SA & Thomson
CSF (Anina Juma)

(viii) Kenya E-Cops
Security law and Order
System Project Kenya
Police Deparlment

telttl2oo3 E-Cops (Rt. CPT. Raju, C.
Harris, Deepak Kamani)

(viii) Phase IV
Extension of Philip
Radio Communication
project

Philips
Communications
(Amina Juma)

Radio
SIMOCO

(ix) nationwide Multi
Channel Security
system

2e /sl2oo3 Globotel
Kamani)

Inc. (Deepak

MrN. NO. 1212006 ADDITIONAL INFORMATION

The Committee directed the witness to submit copies of documents
which he submitted to the Kenya Anti-Cormption Commission (I(ACC)
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and the President on his findings following investigations into the
Anglo Leasing project.

The Committee directed the controller & Auditor-General to submit
inforrration confi:uring whether further payrnents have been mad.e
since ttre resignation of Mr. John Githongo.

The Committee was informed tl:at the Controller and Auditor General
had audited the other Anglo Leasing t54pe projects.

MIN. NO. t31200,6 RECORDING OF COMIERSATIONS BETWEEN
MR. GITHON(X) AND PEOPLE HE INTERACTED
WITH

The committee was informed that Mr. Githongo recorded
conversations between him and important personalities especially in
government. He was concerned that the said personalities would deny
their involvement in the Anglo Leasing and other related projects. The
Committee listened to the recordings.

MrN. NO. 1412006 AI)JOURNMENT

The Chairrran adjourned the meeting at 5.30 p.m

HON. IIHURU KEIIYATTA, EGH, MP
SIGNED.

(cHATRMANI
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MINUTES Otr' THE THIRI) SITTING OF THE PIIBLIC
II{

1
20,0,6 AT 9.OO A.M.

PRESENT

The following Members of the Committee were present

Hon. Uhun. Kenyatta, MP EGH (Chairman)
Hon. Norman M. G.K. Nyagah, MP EGH
Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fahim Twaha, MP
Hon. Charles Keter, MP

IN ATTENDN{CE
NATIONAL ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Prof. Makau Mutua

MIN. NO. 15/2006 EVIDENCE

KEIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony Gatumbo - Director of Audit

U/ITITESSES

Mr. John Githongo

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

former Persranent Secretary, Governance
& Ethics
Lawyer to Mr. John Githongo

The former Permanent Secretary for Governance
and Ethics (Mr. John Githongo), accompanied by
his lawyer, Prof Makau Mutua, appeared before the
committee and gave evidence on the Passport
Issuing Equipment Project and other similar
projects.
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MrN. NO. 16/2006

NIN. NO t912006

MrN. NO. 2012006

INFORMATION NSHIP
BEIWEEN CREDITORS/FINAITCIERS OF THE
ANGLO AI{D REI,ATED
PROJECTS

The Committee was informed that there was a link
between the officials of the Anglo Leasing related
projects. The companies shared directors,
consultants and at times they used the sarne
address.

MrN. NO. 1712006 PAPER LAID

MIN. NO. 18/2006 ADDITIONAL INFORMA:TION

The Committee dhected Mr
submit the following:-

Mr. John Githongo laid the following paper during
the evidence:-
Hand written network showing the companies
which financed Anglo Leasing like projects showing
those which shared directors, consultants and
addresses.

John Githongo to

Copy of the letter written by Mr. Anura Pereira to
him over his father's debt.
The reply written by him to Mr. Anura Pereira
over the matter.
Copies of submissions given by him to the Anti -
Cornrption Commission over his furdings.

ADDITIONAL INFORIT,IATION -TAPE
RECORDINGS

The Committee listened to recordings of
conversations between Mr. John Githongo, the then
Minister for Finance (Hon. Mwiraria MP), and then
Minister for Justice and Constitutional Affairs,
(Hon. Kiraitu Mumngi MP) on the follou,ing dates:-
20tt' May 2OO4, 1lh June, 2OO4 and 2nd September,
2004.
ADDITIONAT INFORMA,TI ON

The Committee was infor:rred that Mr. John
Githongo had been asked in writing by the Attorney
Generd to appear before the Kenya Anti-Cormption
Commission. The Committee directed Mr. John to
submit:

a

a
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a copy of the letter written to him by the
Attorney General and the response he made
to that letter

(ii) documents relating to Pereira's role in Anglo
Leasing projects

MIN. NO. 2112006 ADJOIIRNMENT

The Chairman adjourned the meeting at 1.20 p.m.

A.FTERNOON SITTING

The Committee assembled at 2.30 pm

PRESENT

The following Members of the Committee were present

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Norman M. G.K. Nyagah, EGH, MP
Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fahim Twaha, MP
Hon. Charles Keter, MP

IN ATTENDAI{CE
NATIONAL ASSEMBLY

(i)

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Mr. Makau Mutua
MrN. NO. 2212006

Principa-l Clerk
Assistant Hansard Editor
Hansard Reporter

Former Penrranent Secretary of
Governance and Ethics

- Mr. Githongo's Legal Advisor
ADDITIONAL INT'ORMATION

I(EIiTYA NATIONAL AUDIT OFFICE

Mr. Anthony Gahrmbo - Director of Audit

UITNESSES

Mr. John Githongo
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The Committee directed Mr. John Githongo
submit:

to

(i) information showing that the Directors of
Anglo Leasing related projects changed after
investigations commenced.

(ii) the list which he gave to the Cabinet Sub
Committee on corruption showing ttre names
of officers who signed for paSrments of most of
the Anglo Leasing related projects.

MIN. NO. 2312006 SIIARED AI)DRESS

MIN. NO. 2412006 ONGOING PROJECTS

MrN. NO. 2612006

. General Kibwana
o Mr. Anura Pereira
r Dorcas Achapa

The Committee was informed that Impressa de
Financiers of Spain and Navigia Capital
International of Spain shared tJee same address in
Madrid. However investigations had revealed that
such companies did not exist.

MIN. NO. 25 I 20,0,6 ADDITIONALINFORJYIA*TION

The Committee was informed the following Anglo
related Companies had ongoing projects in Kenya.
(i) LBA Systems of Scotla-nd
(ii) Apex Finance Corp of Switzerland

The Committee directed the Controller and Auditor
General to submit copies of paragraphs relating to
value for money audit done on Anglo Leasing
related projects.

NEED FOR FI'RTHER EVIDENCE ON AIIIGLO
LEASING AIYD OTHER RELATED PROJEqIS

The committee noted that while taking evidence the
following persons, who were either mentioned, or
had their narnes in the submitted documents, were
said to have information which could assist in
establishing the truth on Anglo Leasing and related
projects.

then Chief of General Staff
businessman
Officer in the Attorney
General's office
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MrN NO. 2712006

SIGNED

DA'E. .. ...... .... .:::.Y::: ::::...........

r Mr. Philip Murgor then Director of Public
prosecutions

o Amos Wako Attorney General
o Hon. Chris Okemo then Minister for Finance

(early project stage)
. Hon David Mwiraria then Minister for finance

(later stage)
o Hon. Kiraitu Murungi, then Mi:rister for

Justice and Constitutionai
affairs

r Hon. C. Murungaru then Minister of State in
the office of the President
(in charge of Internal
Security)

. Hon Moody Awori then Minister for Home
Affairs

. Sylvester Mwaliko then Permanent
Secretar5r, Ministry of
Home Affairs

r Joseph Magari then Permanent Secreta4i,
Treasury later

. Amb. F. Muthaura Head of Public
ervice and Secretary to the
Cabinet

r Andrew Mulei Central Bank Govenor
o Zakayo Cheruiyot Permanent Secretary Office

of the President (early '

stage)
o J. H. M. Oyula then frnancial Secretar5l,

Treasury
o David Onyonka then head of debt m

management department,
Treasury

. Benedette Njoroge Attorney General's Office

AI)JOURNMENT

The Chairman adjourned tJ:e meeting at 5.30 p.m.

HON. I,HURU I{EI'TYATTA, EGH, MP

(crrarRMAN)
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MINUTES TIIE FOURTH OF THE PI'BLIC ACCOUNTS
ON

2o,o6

PRESENT

The following Members of the Committee were present

Hon. Uhunr Kenyatta, EGH MP (Chairman)
Hon. Norman M. G.K. Nyagah, EGH
MP Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fahim Twaha, MP
Hon. Charles Keter, MP

IN ATIENDAI{CE
NATIONAL ASSEMBLY

IN
ON

Mrs. Consolata Munga
Mr. Stephen Muttrngi
Mr. Okongo Airo

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

KEI{YA NATIONAL AIIDIT OFFICE

Mr. Anthony Gahrmbo - Director of Audit

MIN. NO. 2812006 WAY FORWARI)

(i)

The committee deliberated on the way forward and resolved that
it should extend its stay by two days and that tJ:e committee
Chairman should call the Clerk of the National Assembly and
inforsr him about the decision. The Comlaittee would hence
leave London for Nairobi on Thursday 16h August 2006. The
Secretariat was directed to confirm tickets for that date. They
also resolved that:

the Hansard verbatim recordings should be transcribed
and printed so that members could read them before
deparfure.

(ii) each Hon Member would read through the previous report
of tJ:e Public Accounts Committee on Passport Issuing
Equipment and purpose sections which would be
included in the new report

(iv) the following persons should appear before the com'nittee
after it returns to Nairobi:-

Spccial Audit Rqort by thc Public Accounts Committcc 74



MIN NO 2912006 ADJOURNMENT

The Chairman adjourned the meeting at 1.00 p.m.

IroN. ITHIIRU I{EI{YATTA, Ecfr, MP
SIGNED

(cTIATRMAN)

DAr8.................. ::: Y*:.:r ::::.... ... ..

o Hon. Moody Awori, MP- Vice President and Minister for
Home Affairs

. Hon. Kiraitu Murungi MP - then Minster for Justice and
C on stitr.r tional Affairs

. Hon. C. Munrngam MP- then Minister of State in the
Of{ice of the Fresident in charge of Internal Security

. Amb. Francis Muthaura - Head of Public Service and
Secretary to the Cabinet

o Mr. Dave Mwangi - then Permanent Secretary Office of
the President

o Mr. J. H. M - then Financial Secretary
r Mr. Joseph Magari - then Permanent Secretary, Treasury
r Mr. Zakayo Cheruiyot - Former Permanent Secretary in

the Office of the President
. Mr. Sylvester Mwaliko - then Permanent SecretarSr Office

of the Vice President and Ministry of Home Affairs
. Hon Amos Wako, MP - Attorney General
r Dr. Andrew Mullei - Central Bank Govenor
. Current Permanent Secretar5r in t]:e Office of the

President
. Current Permanent Secretar5r - Treasury
. Mr. J. H. M. Oyula - former Financial Secretar5r

Treasury
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MINUTES OF TIIE FIFTH OF THE PTIBLIC ACCOUNTS
ON PASSPORT EOTIIPMENT PROJECT HE WAS

RESOLVED TIIAT THE PREFACE OF THE REPORT SHOI'LD CONTAIN
LD IN I{EI{YA IIIGH COMMISSION PREMISES - LONDON ON FEBRUARY
14rE 20,06

PRESENT
The following Members of the Committee were present

Hon. Uhurr Kenyatta, EGH, MP (Chairman)
Hon. Norman M. G.K. Nyagah, EGH, MP
Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fatrim Twakra, MP
Hon. Charles Keter, MP

IN ATTENDAT{CE NATIONAL ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

KEINTA ONAL AT'DIT OFICE

Mr. Anthony Gahrmbo - Director of Audit

MIN. NO. 30/2006 COMMITTEE REPORT

a

The Comrnittee resolved that the Preface of the report should
contain the following.

A brief explanation showing that the Comrnittee prepared
a report on tl:e Passport Issuing Equipment which was
debated and negatived by the House. This led to the need
for the Committee to take further evidence.

Information on the agreement signed between the
Government of Kenya and Anglo Leasing Finance
Company.
The role played by the Central Bank of Kenya in the
payments to Anglo Leasing Company.

Role played by Kenya Anti Cormption Commission in the
investigations of the Anglo Leasing projects.

Anglo Leasing related projects

. NO. 31120,0,6 APPEARANCE OF WITNESSES

a

a

a

MTN
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t-

The committee resolved that the following should appeElr
to respond to the issues stated as follows.

(i) Hon. Moody Awori, MP- , Vice President and
Minister for Home Afiairs. His Ministry was the user
of the equipment which was being sourced. The
agreement was signed by his Permanent Secretary
Mr. Sylvester Mwaliko on behalf of the Ministry. He
defended the Anglo Leasing project on the Floor of
the House.

(ii) Hon. Chris Mumngaru, MP - then Minister of State
in the Office of the President in charge of Internd
Security. It was alleged that he interfered with
investigations. Some Anglo Leasing type projects
\Mere paid for when he was the Minister.

(iii) Hon David Mwiraria - former Minister for Finance.
The Perrnanent Secretary in his Ministry signed the
Anglo Leasing Agreement on behalf of the Minisbry.
His Ministry dispatched and later recalled
promissory notes. The Minister provided for Anglo
Leasing money in the budget hrowing very well that
this was a fake Company. The Committee heard
that he interfered with investigations.

(iv) Hon. Kiraitu Munrngi, MP tl:en Minster for
Justice and Constitutional Affairs. The Committee
heard that he interfered with investigations telling
tJ:e Witness (Mr. Githongo) to go easy on them
because they might implicate senior government
oflicers who the goverrment could afford to lose.

(") Hon Amos Wako, MP - Attorney General. His
office first required that 6ug r{iligence be done on
Anglo Leasing Company. Later the offrce approved
the agreement without satisfying the due riiligence
requirement. His office cleared all Anglo Leasing
type projects for signature.

(vl) Amb. Francis Muthaura - Head of Public Service
and Secretary to the Cabinet. He gave a press
release disputing the irregularity of the Anglo
Leasing projects. The Committee also heard that he
interfered with the investigations.

(vii) Mr. Joseph Kinyu.a - Current Per:manent Secretary
Treasury. He should inform the Committee whether
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any other funds have been paid to Anglo Leasing on
Passport Issuing Equipment or for any other project
since the refund of the money which had been paid
to Anglo Leasing as Commitment fees. He should be
accompanied by the officer who is in charge of debt
management.

(rui) Dr. Andrew Mullei - Central Bank Govenor. He
should give evidence about the money which was
paid to Anglo Leasing and later wired back. He
should be accompanied by the ollicer who is in
charge of the Antifraud unit of the bank.

(ix) Mr. Dave Mwangi - then Permanent Secretary Office
of the President. Some of the Anglo Leasing type
projects were paid for when he was in ofEce. The
Committee was informed that he interfered with
investigations.

(x) Mr. J. H. M Oyula - then Financial Secretary. He
wrote some letters on the project and the
Committee heard that he used to communicate on
telephone with some directors/consultants of Anglo
Leasing related projects. He lssallsd and tabled
promissory notes when they were required by the
committee.

(xi) Mr. Joseph Magari - then Permanent Secreta:y, and
Accounting OfEcer, Treasury. He signed the
agreement on behalf of Treasury. He also signed the
Promissory notes.

(xii) Mr. Zakayo Chenriyot Forrner Permanent
Secretary in the OfIice of the President. He signed
the Forensic Science Laboratories agreement which
was also signed by a director of Anglo Leasing
Company.

(xiii) Mr. Sylvester Mwaliko - tl:en Permanent Secretary
Ministry of Home Affairs. The Committee heard that
he used to communicate with the Directors of the
Anglo Leasing Finance Company. He signed the
agreement on behalf of the Ministry of the Home
AItairs. He kept the user department in the dark
about the events leading to signing of the
agreement.

(xiv) Mr. Alfred Gitonga - then Personal Assistant to the
President. The Committee heard that Hon. Mumngi,
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MIN NO.32

SIGNED

DArE...... ... .....::::.*:.::.:::: .

MP did not want investigations on Anglo Leasing
saga to continue because they might implicate him.
The Committee was informed that he called the
then hrblic Prosecutor, Mr. Murgor and asked him
to recall the letters of mutual assistance.

(xv) Fred Ojiambo - a lawyer who put advertisements in
the newspapers for Anglo Leasing. He should
explain the authenticity of the Company which
hired him and reveal its physical location in the
world.

(x,ri) Philip Murgor the then Director of Pr:blic
Frosecution. He should explain circumstances
leading to writing of letters of mutual Assistance
and the outcome of those letters.

(x"ii) Other to be sumrnoned to appear before the
Committee includes:-

o Mr. Jimmy Wanjigi - a businessman
o Mr. Deepak Kamani - a businessman
. Mr. Ketering - a businessman
o Anura Pereira - businessman
. Benedete Njoroge and Dorcas Achapa -

Attorney General's Oflice
. Mr. David Onyonka - then head of Debt

Management Department, Treasury
. General (Rtd) Kibwana and General (Rtd)

Mohamoud former Chiefs of Generd
Staff.

. Brigadier (Rtd) Boinet - former in charge of
, NSIS.

. Mr. Mwagazi Mwachofi, former Permanent
Secretar5r Treasury;

120,06 ADJOURNMENT

The Chairman adjourned the meeting at 2.15 p.m.

HON. UIII'RU KENYATTA, EGH, MP

(CTIATRMAN)
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MINUTES OF THE SEXTH SITTING OF' TIIE PTIBLIC

20o,6

PRESENT

The following Members of the Committee were present

Hon. Uhurr Kenyatta, EGH, MP (Chairman)
Hon. Norman M. G.K. Nyagah, EGH, Mp
Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fahim Twaha, MP
Hon. Charles Keter, MP

IN ATTENDAIYCE NATIONALT{SSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

MIN. NO. 34/2006 MATTERS ARISING

(i)

TH

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

The committee read through minutes of the
previous meetings and deferred confirmation to a
later date.

KEI$YA NATIONAL AIIDIT OFFICE

Mr. Anthony Gatumbu - Director of Audit

MIN. NO. 33/2006 COIIFIRMATION OF MINUTES

Under Mlnute No. 28120,06 lhe Members
were informed that the Chai::man called the
Clerk over the extension of the Cornmittee's
stay in London and the Clerk had accepted
the request. The Clerk had also accepted to
send funding for facilitation of Members. The
Committee was further informed that the
tickets had been confirmed for the evening of
Thursday 16ft Febnrary 2006 night flight of
Kenya Ainrays.
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(ii) Uader Minute No. 2912006 it was resolved that
Hon Moody Awori MP should also be referred to as
Vice President and Minister for Home Afiairs.

MIN. NO. 35/2006 WAY FORVIARI)

The committee resolved that it would hold a consultative
meeting with the Controller and Auditor General on
Monday 20*t February 2006 at 2.30 pm. The Committee
also resolved that appearance of witnesses before it would
be as foliows:-

MIN. NO. 36/2006 N)JOURNMENT

The Chairman adjourned the meeting at 1.00 p.m

HON. IIHURU I(EIIYATTA, EGH, MP
SIGNED

(CHATRMAN)

l5rrr IIARCH, 2006
DATE.
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OF
ON SPECIAL ATIDIT REPORT ON OF

HELD ON
NO.

PM

PRESENT: (The following members were present)

AT

Clerk of the Nationa-l Assembly
Principal Clerk Assistant
Second Clerk Assistant
Third Clerk Assistant

Hon. Uhurr Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP

ABSENT:
Hon. Fahim Twaha, MP

IN ATTENDAIVCE . NATIONAL ASSEMBLY

Mr. S.W. Ndindiri
Mrs. Consolata W. Munga
Mrs. Florence Abonyo
Mr. Julius Ariwomoi

MIN. NO.37I2OO6 CORRECTION OF MINUTES

KEI{YA NATIONAL AIIDIT OFFICE

Mr. Evan N. Mwai
Mr. Anthony S. Gahrmbu

MrN NO. 38/2006

Contoller and Auditor General
Director of Audit

The Committee directed that further corrections be
made on the previously confirmed minutes.

SPECIAL AIIDIT REPORTS OF SECT'RITY
PROJECTS

Various issues were raised and resolved as follows:
(i) The Committee deliberated on the

Special Audit Reports of the security
projects and resolved that the
Controller and Auditor General would
provide (vdthin two days) the said
reports so as to incorporate their
linkages to the Committee report.

(ii) The Controller and Auditor General
would also facilitate the tabling of the
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MrN. NO.39/2006 SIIIT{MONS TO WITNE.SSES

Special Audit Reports of the security
projects to be considered by the House.

(iii) The Controller and Auditor General was
also requested to provide signed
vouchers for the commitment fees of
the security projects, in addition to the
letters by the Attorney General
confrrming satisfaction of legal aspects
of tJ:e contract Agreements.

The Committee directed that letters/summons to
witnesses should be detailed and comprehensive to
avoid possible excrlses by witnesses.

MIN. NO. 4012006 ADJOIIRNMENT

SIGNED

DATE.

And there being no other business, the Chairman
adjourned the meeting at 5.20 pm.

HON. IIHURU KEI{YATTA, EGH, MP

(CIIAIRIYIANI

15rII MARCII,2006
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PM

PRESENT: ( The following members were present)

Hon
Hon
Hon
Hon
Hon
Hon
Hon

IN

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO.41I2OO6 EVIDENCE

Uhurr Kenyatta, EGH, MP (Chairman)
Joseph K. Lagat, MP
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Billow Kerrow, MP
Fahim Ttvatra, MP

NATIONAL ASSEMBLY

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

Mr. Philip Murgor, former Director of Pr-rblic
Prosecutions appeared before the Committee and
gave evidence on tl:e various steps previously taken
by the offrce of hrblic Prosecutions in relation to the
Anglo Leasing affair.

The Committee was informed that the Anglo Leasing
cases in court were only on abuse of office and not
fraud.

MIN NO. 4212006 ADDITIONAL INFORIVIATION

The Committee directed Mr. Murgor to provide: -

(i) A gazette copy of 23/5/2005 showing
the de-gazettement of Maureen Odero
Mboya as a Special Magistrate.

(ii) Copy of letters by the Director, I(ACC to
the Attorney General recommending
that tJ:e overseas investigations should
cease.

Specbl Audit Rcport by thc Public AccounB Committec 84

,



MIN. NO. 43/2006 N)JOIIRNMENT

HON. IIHTIRU KEI{''rATTA, EGrI, MP
SIGNED..

(crrArRMAN)

lsrlt MARCH, 2006
DATE

And there being no other business, the Chairman
adjourned the meeting at 7.00 pm.

(iii) The narnes of the offi.cers who traveled
with letters rogatory to overseas, the

, naines of t]:e persons and countries
visited.
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OF THE SITTING OF' THE PTIBLIC
ON

IN
10.30 AIvr

MORNING SITTING

PRESENT: (The following members were present)

Hon. Uhunr Kenyatta, EGH, Mp (Chairman)
Hon. Joseph K. Lagat, Mp
Hon. Norman M.G.K. Nyagah, EGH, Mp
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, Mp
Hon. Billow Kerrow, MP
Hon. Fahim Twatra, MP

IN ATTENDANCE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

Y

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

KEIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO.44I2OO6 EVIDENCE

MIN. NO. 45/2006 ADJOIIRNMENT

Hon. Kiraitu Murungl, MP and former Minister for
Justice & Constitutional Affairs accompanied by his
legal advisor Mr. Kioko Kilukumi appeared before
the Committee and declined to give evidence, citing
various reasons.

The Committee resolved to take Hon. Kiraitu's
written submission as his formal evidence.

And there being no other business, the Chairman
adjourned the meeting at LL.2O e?r'r until this
afternoon.
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AF"IERNOON SITTING IAT 2.3OPMI

PRESENT: ( The following members were present)

Hon. Uhunr Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

IN ATTENDANCE - NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEI{YA NATI AUDIT OFFICE

Mr. Anthony S. Gatumbu

MrN. NO.46l2006 EVIDENCE

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

(a) His Exellency ttre Hon. Dr. Arthur Moody
Awori, EBS, MP, Vice-President and Minister
for Home Affairs accompernied by his legal
advisor Mr. D. Oyatsi and the Permanent
Secretary, Offi.ce of the Vice-President and
Ministry of Home Affairs Amb. Dr. Hukka
Wario, MBS appeared before the Committee
and gave evidence on the Ministry's
involvement in the signing of the contract
agreement.

The Committee directed the Permanent
Secretary to provide a copy of the minutes of
the meeting held in Treasury on 27lO8l2OO3
concerning the Passport Issuing Equipment.

(b) Hon. Daudi Mwiraria, MP and former Minister
for Finance accompanied by his legal advisor
Mr. Riunga Raiji appeared before the
Committee and declined to gle evidence,
citing sub judice rule.
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(c)

MIN. NO. 4712006 ADJOURNMENT

SIGNED.

DArE...... ......... :::.*:.::.::::.. . ......

The Committee resolved to take Hon.
Mwiratia's written submission as his formal
evidence.

Mr. Fred Ojiernbo of Kap1an & Stratton
Advocates appeared before the Committee
and gave evidence concerning the advert
placed by his fir:n about Anglo Leasing
Company.

And there being no other business, the Chairrran
adjourned the meeting at 4.05 pm until Thursday
23'd February 2006.

HON. TIHIIRU KEI, YATTA, EGH, MP

(crIArRMANl
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MINUTES OF THE TENTH SITTING OF THE PIIBLIC ACCOIINTS
COMMITTEE ON SPECIAL AITDIT REPORT ON PROCUREMENT OF'

PASSPORT ISSUING EOIIIPMENT HELD ON TIII'RSDAY. FEBRUARY 23.
2006 IN COMMITTEE ROOM NO. 9 PARLIATVIENT BUILDINGSI AT 1O.OO

AIVI

PRESENT: ( The following members were present)

Hon. Uhunr Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

IN ATTENDANCE - NATIONAL ASSEIIBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIiTYA NATIONAL AI'DIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO.48/2OO6 EVIDENCE

MrN. NO. 4912006

MIN . NO. sO/2006

Frincipal Clerk Assistant
Third Clerk Assistant

Director of Audit

Mr. Zakayo K. Chenriyot, former Permanent
Secretary, OfEce of the President appeared before
the Committee and declined to give evidence, citing
sub judice ru1e.

AITY OTHER BUSINESS

After lengthy deliberations, tJ:e Committee resolved
to take necessary disciplinary and legal actions
against witnesses who failed to give evidence to the
Committee (for contempt of Parliament).

The Committee also directed that the other
witnesses should be given a chance to appear and
give evidence.

ADJOURNMENT

And there being no other business, the Chairman
adjourned the meeting at 1.15 Pm.
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HON. I'HTIRU KEITYATTA, EGH, MP
SIGNED.

(crrArRMANl

DA,E.......... ...... : :::. 5-".::. ::::........ .
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OF THE OF THE PIIBLIC
COMMITTEE ON SPECIAL AIIDIT REPORT ON PROCUREMENT O.r
PASSPORT ISSIIING EOIIIPMENT HELD ON TI'ESDAY. FEBRUARY 28.
2006 IN COMMITTEE ROOM NO. 9 PARLIAMENT BIIILDINGS AT 1O.OO
AM

PRTSENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagatr, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP

ABSENT WITH APOLOGY:

Hon. Fahim TVaha, MP

IN ATTENDAIICE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mrs. Florence Abonyo
Mr. Julius Ariwomoi

KEIffA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gahrmbu

MrN. NO. 51/2006 EVIDENCE

MIN. NO. 52/2006 ADJOURNMENT

Principal Clerk Assistant
Second Clerk Assistant
Third Clerk Assistant

Director of Audit

Mr. Sylvester Mwaliko, former Permanent Secretary,
Office of the Vice President and Ministry of Home
Affairs, accompanied by his legal advisor Ms. J.W.
Ondieki appeared before the Committee and gave
evidence on his involvement in the conception of
the project and the signing of tl:e contract
agreement.

And there being no other business, the Chairman
adjourned the meeting at 1.35 pm until this
afternoon.
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AT"TERNOON SITTING IAT 2.3O PMI

PRESENT: (The following members were present)

Hon. Joseph K. Lagat, MP (Ag. Chairman)
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fatrim Twatra, MP

ABSENT WITH APOLOGY:

Hon. Uhunr Kenyatta, EGH, MP

IN ATTENDAIVCE - NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

I(EIiTYA NATIONAL AI'DIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO. 53/2006 EVIDENCE

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

Central Bank Governor

- Deputy Governor
- Bank Secretar5r

- CBK Director
- CBK Deputy Director
- Snr. Asst. Manager

Dr. Andrew Mu1lei,
accomp€rnied by: -
Mrs. Jacinta Mwatela
Mr. John Gikonyo
Mr. Jonatl:an A. Bett
Mr. John Birech
Ms. Jale (arnif4

appeared before the Committee and gave evidence
on tl:e Bank's involvement in tJre paSmrents to and
receipt of the refunded money from the Anglo
Leasing Company.

The Committee directed tJ:e Governor to provide the
following documents:

(i) Copies of specific authorization by the
Minister for Finance i.e. Payment
Authorities (PA's) for the 18 security
contracts;

(ii) List of pa5rments still being made to date
even after the Governor's letter dated
L3l5l2OO4 to the Permanent Secretary -
Treasury declining to make further
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payments to the 18 contracts until further
notification.

MIN. NO. 54120,0,6 ADJOI'RNMENT

SIGNED

DATE.

And tfrere being no other business, the Ag.
Chairman adjourned the meeting at 4.35 pm until
Wednesday l/312006.

HON. I'HURU KEI{YATIA, EGII, MP

(CHATRMAN)

15TE MARCH, 2006
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OF THE SITfING OF THE PIIBLIC
OF

1
20,06 IN COMMITTEE ROOM NO. 9 BIIILDINGSI AT 10.OO
AIVI

PRESENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chatrrran)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagatr, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. FaLlim Twaha, MP

MIN. NO 120,06 EVIDENCE - SPECIAL AUDIT REPORT

IN ATTENDAIYCE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIfYA NATIONAL ATIDIT OFFICE
Mr. Anthony S. Gattrmbu

MIN. NO. 56/2006 ADJOIIRNMENT

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

a) Hon. Daudi Mwiraria, MP and former Minister
for Finance accompanied by his legal advisor
Mr. Riunga Raiji appeared before the
Committee and requested to be given more
time to prepare the documents necessary for
his evidence. The Committee accepted his
request and resolved to invite him on Tuesday
7l3l2006 at 2.30pm.

b) Mr. Joseph Magari, former Permanent
Secretary Treasury appeared before the
Comrnittee and gave evidence on his
involvement in the signing of tJ:e contract
agreement and the subsequent servicing of
the public debt.

And there being no other business, the Chairman
adjourned tJ:e meeting at 1.15 pm until this
afternoon.
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PRESENT: ( The following members were present)

Hon. Joseph K. Lagat, MP lAg. Chairman)
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

ABSENT trI'ITH APOLOGY:

Hon. Uhunr Kenyatta, EGH, MP

IN ATTENDANCE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga - Principal Clerk Assistant
Mr. Julius Ariwomoi - Third Clerk Assistant

I{EIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gatumbu Director of Audit

MrN. NO. 57/2006 EVIDENCE
Mr. Zakayo K. Cheruiyot, former Permanent
Secretary, Office of the President appeared before
the Comrnittee and requested to be glven more time
to prepare the documents necessary for his
evidence.

MIN. NO. 58/2006 ADJOIIRNMENT

And there being no other business, the Ag.
Chairman adjourned the meeting at 4.02 pm.

HON. TIHIIRU KEMTATTA, EGH, MP
SIGNED..

(crrArRMAN)

15TII MARCH, 2006
DATE.....
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MINUTES OF THE THIRTEENTH SITTING OF TTIE PIIBLIC ACCOIINTS
coMMrrrup on sppcrar, euort nppont ou pnobrrnsMEur or
PASSpOnt fSSUrUe poUtpMplgt HELO ON flilIRSpey. MARCH 2. 2006
rN coMMrr*tpp nooM uo. g penl,laMput gurLprucs ar tt.ob A[,I

PRESENT: (The following members were present)

Hon. IJhuru Kenyatta, EGH, MP (Chatrman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, Mp
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

IN ATTENDAI{CE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gahrmbu

MIN. NO.59/2OO6 EVIDENCE

MIN. NO. 60/2006 N)JOIIRIYMENT

Principal Clerk Assistant
Thtd Clerk Assistant

Director of Audit

Hon. Chris Murungaru, MP and former Minister for
State, Office of the President accompanied by his
legal advisor Hon. Paul Muite, MP appeared before
t]:e Cornrnittee and gave evidence on the
involvement of the Anglo Leasing Company and
other similar companies on various security
projects.

And there being no other business, the Chairman
adjourned the meeting at 2.LB pm until this
afternoon.

AmERNOON SITTING (AT 2.3O PMI

PRESENT: (The following members were present)

Hon. Uhurr Kenyatta, EGH, MP (Chairmanf
Hon. Joseph K. Lagat, MP
Hon. Charles Keter, MP

Specizl Audit Report by the Public Accounts Committcc 96



Hon. Zebedeo J. Opore, MP
Hon. Billow Kerow, MP
Hon. Fahim TWaha, MP

ABSENT WITH APOLOGY:
Hon. Norman M.G.K. Nyagah, EGH, MP

IN ATTENDAITCE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

Principal Clerk Assistant
Third Clerk Assistant

KEI{YA NATIONAL AUDIT OFFICE

Mr. Anthony S. Gatumbu - Director of Audit

MIN. NO. 61/2006 EVIDENCE

a) Ms. Bernadette Njoroge, State Counsel,
Department of Treaties and Agreements in
the Offrce of tJ:e Attorney General appeared
before the Committee and gave evidence on
her involvement in providing legal opinion to
the contract agreement.

b) Ms. Dorcas Achapa, Chief State Counsel,
Department of Treaties and Agreements in
the Offrce of the Attorney General appeared
before the Comrnittee and gave evidence on
her involvement in providing legal opinion to
the contract agreement.

MIN. NO. 6212006 ADJOURNMENT

And there being no other business, the Chairman
adjourned the meeting at 4.40 pm.

HON. TIHI'RU KEIiTYATTA, EGH, MP
SIGNED

(CTIAIRMAT{)

15TH MARCH, 2006
DATE.....
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r,tIrMJTEs oF THE ToITRTEENTH SITTTNG oF TIrE pIrBLIc AccouNTs
coMMrr"fpp on sppcrer, errort nppoRt or pnobunplrptm op
PASSpOm rSsrrruc pourpupm npr,p or rnroey. urencn a zooo u,r
CoMMITTEE nooDr uo. g penr,rnrvrnut gurLDrxcs et to.oo AIVI

PRESENT: ( The following members were present)

Hon. Joseph K. Lagat, MP (Ag. Chairman)
Hon. Norman M.G.K. Nyagah, EGH, Mp
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP

ABSENT WITH APOLOGY:

Hon. Uhun Kenyatta, EGH, MP
Hon. Fahim Tlvaha, MP

IN ATTENDANCE . NATIONAL ASSEMBLY
Mrs. consolata w. Munga - principal clerk Assistant
Mr. Julius Ariwomoi - Third Clerk Assistant

MIN. NO. 63/2005 COMMITTEE PROGRAIVIME

KEITYA NATIONAL AI'DIT OFFICE
Mr. Anthony S. Gahrmbu

MrN. NO. 6412005

SIGNED

15TH MARCH, 2006
DATE.....

Director of Audit

The Committee deUberated on its progrernme of
activities and resolved that since the House is about
to be re-opened, ttre taking of evidence for the
Special Audit Report should not extend beyond
Wednesday 8th March 2006. It will thereafter
proceed for Report-Writing Retreat.

AI)JOURNMENT

And there being no other business, the Ag.
Chairman adjourned the meeting at 11.40 am.

HON. IIHURU KEIfYATTA, EGII, MP

(crrArRMANl
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MINU]TES OF THE FIFTEENTH SITTING OF THE PIIBLIC ACCOIINTS
COMMITTEE ON SPECIAL AT'DIT REPORT ON PROCIIREMENT OF
PASSPORT ISSIIING EOUIPMENT HELD ON MONDAY. MARCH 6, 2006
IN COMMITTEE ROOM NO. 9 PARLIAIVIENT BIIILDINGS AT 2.3O PM

PRESENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

IN ATTENDANCE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO.65/2OO6 EVIDENCE

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

MIN. NO. 66/2005 ADDITIONAL INE.ORIVIA:rION

Amb. Francis K. Muthaura, EGH, Permanent
Secretary, Secretar5r to the Cabinet and Head of the
Public Service accompanied by Mr. Thuita Mwangi,
Principal Adrninistrative Secretary, OfIice of the
President (Assisting Secretary to the Cabinet),
appeared before tJ:e Committee and gave evidence
on the involvement of the Anglo Leasing Company
and other similar companies on various security
projects.

The Committee directedthe Permanent Secretary to
provide the following documents: -
(1) A copy (or copies) of Cabinet Approval for the

18 security projects;
(ii) A copy of the letter from office of the President

to the Minister for Pubtc Works for the
commencement of works for the Forensic
Science Laboratories;
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(iii) A copy of the letter that appointed Eng. philip
Sika as the project manager of Forensit
Science Laboratories;

(19 A copy of the letter of authority to stop
further palments to all Anglo Leasing related
contracts; and

(v) A copy of the Letter by the Attorney General
to t]:e Head of the public Service advising on
Ms. Dorcas Achapa,s re-instatement after a
compulsory leave.

MIN NO. 67/2006 AI,IY OTHER BUSIIVESS

The Committee resolved to undertake a Report-
Writing Retreat on the Special Audit Report during
the week commencing Monday lf,tir March 2006 in
Nyali Beach Hotel - Mombasa.

MIN. NO. 6At 20,0,5, ADJOURNMENT

SIGNED

DATE.

And there being no other business, the Chairman
adjourned the meeting at 5.10 pm.

HON. IIHURU KENTATTA, EGH, MP

(cHArRMAnl

15TE MARCH, 2006
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t

MINUTES OF' THE Sf,KTEENTH SITIING OF THE PIIBLIC ACCOIINTS
COMMITTEE ON SPECIAL AIIDIT REPORT ON PROCT'REMENT OF
PASSPORT ISSIIING EOTIIPMENT HELD ON TI'ESDAY. MARCII 7. 2006
IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT 1O.OO AM

PRESENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagatr, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIiTYA NATIONAL AIIDIT OT'FICE
Mr. Anthony S. Gatumbu

MIN. NO. 69/2006 EVIDENCE

MIN. NO. 70 12006

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

a) Mr. Zakayo K. Chemiyot, former Permanent
Secretar5r, Offrce of the President
accompanied by his legal advisor Mr. Michael
Chemwok appeared before the Committee and
gave evidence on the involvement of the OfEce
of tJle President in the conception and
implementation of the Forensic Science
Laboratories project.

b) Mr. Dave M. Mwangi, former Permanent
Secretary, Office of the President appeared
before the Committee and gave evidence on
tlrree contracts: - Globotel, Infotalent and the
Forensic Science Laboratories Ltd; together
with the involvement of the Anglo Leasing
Comparry and other similar companies on
various security proj ects.

ADJOURNMENT
And there being no other business, the Chairman
adjourned the meeting at 1.35 pm until this
afternoon.
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-

PRESENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, Mp
Hon. Billow Kerrow, MP
Hon. Fahim T\raha, MP

ABSENT trIITH APOLOGY:

Hon. Norman M.G.K. Nyagah, EGH, Mp

IN ATTENDANCE - NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

Principal Clerk Assistant
Third Clerk Assistant

MIN. NO. 7Lt20,06

KEITYA NATIONAL AIIDIT OFFICE

Mr. Anttrony S.M. Gatumbu Director of Audit

EVIDENCE

Hon. Daudi Mwiraria, MP and former Minister for
Finance accompanied by his legal advisor Mr.
Riunga Raiji appeared before tl:e Committee and
gave evidence on pa5rments made by the
Government to various companies which were
alleged to be non-existent.

MIN. NO. 7212006 N)JOURNMENT

And there being no other business, the Chairman
adjourned tl:e meeting at 4.30 pm.

HON. T HURU KEITYATTA, EcH, MP
SIGNED

(crIArRMANl

15rII MARCH, 2006
DATE.....
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MINUTES OF THE SEVENTEENTH SITTING OF THE PUBLIC ACCOIINTS
COMMITTEE ON SPECIAL AIIDIT RTPORT ON PROCUREMENT OI'
PASSPORT ISSIIING EQIilPMENT HELD ON WEDNESDAY. MARCH 8.
20,06 IN COMMITTET ROOM NO. 9 PARLIAMENT BIIILDINGS AT 1O.OO
AM

PRESENT: (The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagatr, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP

ABSENT WITH APOLOGY:

Hon. Fahim Twaha, MP

IN ATTENDANCE . NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

I(EIiTYA NATIONAL AIIDIT OFFICE

Mr. Anthony S. Gatumbu

MrN. NO. 7312006 EVIDENCE

MIN. NO. 7412006 PAPERS LAID

Principal Clerk Assistant
Thtd Clerk Assistant

Director of Audit

Hon. S. Amos Wako, E.G.H., E.B.S., S.C., M.P., the
Attorney General accompanied by Ms. Dorcas
Achapa, Chief State Counsel, Department of
Treaties and Agreements in the Office of the
Attorney General appeared before the Committee
and gave evidence on tl:e involvement of the State
Law Offi.ce during negotiations for loans, drafting
and execution of ensuing legal instruments for all
the agreements signed between the government and
the contracted companies.

The following papers were laid on the table:
(i) A copy of the brief on Government Legal

Advisory Services
(ii) A copy of the Press Statement dated 16th

February 2005 by the Attorney General on
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(iii)

(iv)

MIN. NO. 7512006 N)JOIIRNMENT

Mr. Anthony S.M. Gattrmbu

(q

(vi)

the Files to the KACC on lrregular Award of
Contract to Anglo Leasing & Finance Ltd for
the Supply of Equipment to Immigration
Department
A copy of the letter of Dorcas Achapa to the
Attorney General dated 19ttr May 2OO4
A copy of the StaIf Memorandum to the
Attorney General arising out of the
suspension of the Chief State Counsel
(Department of Treaties Agreements) dated
20lsl2oo4
A copy of tJ:e Strategic PIan for State Law
Offrce
A copy of the letter by the permanent
Secretary, Governance & Ethics dated 2"d
June 2OO4 to the Attorney General indicating
that Dorcas Achapa was not considered a
suspect.

PRESENT: (The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairmant
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagatr, EGH, Mp
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP

ABSENT VIITII APOLOGY:

Hon. Fahi:n Twaha, MP

IN ATTENDN{CE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

And there being no other business, the Chai::rran
adjourned the meeting at 12.55 pm until this
afternoon.

Frincipal Clerk Assistant
Third Clerk Assistant

Spccial Audit Rcport by thc Public Accounts Committcc

Director of Audit

104



MIN. NO. 7612006 E\IIDENCE

NO 77 2o06 ADJOI'RNMENT

SIGNED

DATE.

Mr. Joseph H. Oyula, former Financia_i Seeretar5r -
Treasury appeared before the Committee and gave
evidence on payments made by the Government to
various companies which were alleged to be non-
existent.

And there being no other business, the Chai:::nan
ad.y'oumed the meeting at 5.06 pm.

HON. TIHIIRU KEIIYATTA, EGH, MP

(cIrarRMAN)

iSfE IyIARCH,2006
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OF OF THE
ON AUDIT REPORT ON oF''

PASSPORT ISSUING EOUIPMENT HELD ON MONDAY 13rrr 2006
IN CO ROOM NO. 9. BIIILDINGS AT 30 P.M.

PRESENT: ( The following members .were present)

Hon. Ilhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Billow Kerrow, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mrs Florence Abonyo

Principal Clerk Assistant
Second Clerk Assistant

KEI{YA NATIONAL AUDIT OFFICE

Mr. Benson Kariuki Principal Auditor

MIN. NO. 7812006 . EVIDENCE

Mr. J.H.M. Oyula former FinanciaL secretar5r,
Treasury appeared before the Committee and gave
evidence on Passport Issuing Equipment.

MIN. NO. 7912006 .TREASTIRY ROLE PASSPORT ISSUING
EQUIPMENT

The Committee was informed that the main role of
Treasury was to make pa5rments on behalf of tJ:e
line Ministries, to ensure that the payment within
the limits set by Parliarnent.

MIN. NO. 80/2006 . PAPERS LAID

(i) Memo written to H.E. The President by the then Minister for
Finance (Hon. D. Mwiraria) on Forensic Sciences Laboratory Project
dated 29e May,2OO4.

(ii) Copy of Minutes of a meeting held on 14fr February 2OOL at the
Treasury Building 14ur Floor Small Conference Room at 3.25 p.m.
to discuss matters related to security projects. (The meeting was
attended by Hon. Chris Okemo, EGH., MP - Chairman; Mr. Martin
L. Oduor-Otieno, Permanent Secretary, Treasury.
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Mr. Z. K. A. Cheruiyot, MGH, SS - Permanent Secretary,
Office of the President

Mr. Mwagazi Mwachofi - Financia-l Secretary, Treasury
Mr. Philemon Abong'o - Police Commissioner
Mr. G.N. Gicheru - Director Budgetary Supply

Department
Maj. (Rd) M.H.K. Arap Langat - Director, NYS
Mr. S.K.A. Sang, CBS - Director, Criminal Investigation

Department.
Mr. J.H.M. Oyula - Accountant General, Ministry of

Finance
Mr. J.F.A.Agili Senior Finance Officer/Police

H eadquarters Arlm inistrative
Secretary

Mr. A. Arina - Under Secretary - G.S.U.
Mrs M.M. Byama - Senior Finance Ofiicer, Ministry

of Finance

(iii) Copy of Minutes of a meeting held on 17tt' May 2001 at 9.30 a.m.
at the Treasury Building, 14ft Floor Smail Conference Room to
discuss matters related to security projects. (It was attended by
Okemo, Mwagazi, Cheruiyot, Bundotich - Financial Secretary,
Abong'o, Langat, Sang, Samson K. Cheramboss - Commandanr -
G.S.U., Gicheru, Agili, Mr. T.M. Mocha Senior Finance
Offi cer/Administrative Secreta:Jr/ Police Headquarters and Byama.

(M Copy of Minutes of a meeting held on 16tr' September, 2000 at
Treasury 14e Floor Small Conference Room at 3.45 p'm. to discuss
Special Critical Security Projects under the Offrce of the President.
(It was attended by Okemo, Oduor Otieno, Cheniiyot, Mwachofi,
Abongb Salg, Langat Chera-nnboss, Gicheru, O5rula, Mr. E. Muli
Mbusi, SS - Chief Finance Officer, Office of the President, Mr. T. M-

Mocha, Byama.

(") Copy of Minutes of a meeting held on 20u: SePtember, 200O at
Treasury Building 14e Fioor Small Conference Room at 9.00 a..-n.

to discuss security projects (it was attended by Okemo, Oduor-
Otieno, Cheruiyot, Mwachofi, Langat, Gicheru, Sang, Oyula, Agi-li
Mocha, Byama, Miss A.R. Arina - Administrative Secretary, G.S.U.;
Mr. Nam.enya Onyango Senior Finance Officer, Crimina-I
Inve sti gation D ep artment.

i{IN. NO.8L12006 - EVI:) ENCE

Mr. Joseph Kinyua Permalent Secretary, Treasury accompanieC
by:-

Mr, Mutua Kilaka - Finalce Secretary
Mr. John Murugu - Director of Debt Marr.agement

Specia! Au:lit Report by tlte Pr:blic Ac:ounts Comn:tfiee iu/



Mr. Haron Sirma - Deputy Director, Debt Management
Mr. M.M. Gatimu - Ag. Accountant General
Mr. Livingston O. Bumbe - Asst. Secretary, Debt Management

Department.
Mr. Hubert H. Anyanga Accounts Assistant I, Debt
Management Department appeared before the committee and
gave evidence on Passport Issuing Equipment project and other
similar projects.

MIN. NO.8212006 INFORMATION:
BO

The committee was informed that the government prefers to
borrow from. multilateral and bilateral lenders, who provide
loans on highly concessional terms (betow market interest rate
and with long repayment period), to finance its development
prograrnmes.

The Committee was further informed that here are four key
departments of Treasury that are involved in contracting and
managing external loans na:nely:-

External Resources Departurent which coordinates the
process of negotiation for external loans.

(ii) Debt Management Department which carries out rigorous
analysis of planned external borrowing to ensure that
borrowing is within ceiling allowed by External Loans and
Credit Act. It records new loans in its public debt and
alranges for debt serving by the Public Debt Section.

(iiil Accountant General Department which advices on all
accounting matters including expenditure reporting,
disbursements, banking and procurement modalities and
auditing. The department ensures that financing
agreements are consistent with government financial
regulations.

(i") Attorney General's off,rce which gives lega-l opinion before
the Minister for Finance appends signature on a fina:rcing
agreement.

MIN. NO 3 I 2006 EVIDENCE

Mr. David Onyonka, former Head of Debt
Management, Treasury appeared before the
Committee and gave evidence on Passport Issuing
Equipment Project and other related projects.
ADDITIONAL INFORMATION: DEBT

(i)

MIN. NO.84/2006
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MABIAGEMENT

The Committee was informed that Mr. Onyonka
received instructions directly from the Minister for
Finance, Permanent Secretary, Treasury and
Fina:ecial Secreta:y/Treasury. He never made any
payment without the approval of one or more of ttre
above mentioned officers.

MIN. NO. 85/2006 ADJOURNMENT

SIGNED

DATE.

The Chairman adjourned the meeting at 7.00 pm.

HON. ITHURU KEiS!'ATTA, EGH, tr[P

(cr{ArRrvrAN)

15rrr IVIARCH, 2006
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2006 IN T{YALI BEACH H .MO AT 9. AM

PRESENT: (The following members were present)

Hon. Uhuru Kenyatta, EGH, Mp (Chairman)
Hon. Joseph K. Lagat, Mp
Hon. Norman M.G.K. Nyagah, EGH, Mp
Hon. Charles Keter, Mp
Hon. Zebedeo J. Opore, Mp
Hon. Billow Kerrow, Mp
Hon. Fahim Twaha, Mp

IN ATTENDANCE . NATJONAL ASSEMBLY

IT F

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KE1YYA NATIO AUDIT OFFICE

Mr. Benson Kariuki

.NO.8 2006

Principal Clerk Assistant
Third Clerk Assistant

Principal Auditor

CONFIRMATION OF MINUTES Or THE
PREVIOUS MEETINGS

The Minutes of the following sittings were conf,rrmed.
(with a:rrendments) by the members present and
signed by the Chairman:-

a) Minutes of the First sitting held on
February 07,2006 proposed by Hon. Joseph
K. Lagat, MP and seconded by Hon. Charles
Keter, MP.

b) Minutes of the Second sitting held on
Februar5r, LL, 2006 proposed by Hon.
Norman M.G.K. Nyagah, EGH, Mp and
seconded by Hon. Fahim Twaha, Mp.

c) Minutes of the Third sitting held on
February 12,2006 proposed by Hon. Joseph
K. Lagat, MP and seconded by Hon. Fahim
Twaha, MP.

d) Minutes of the Fourth sitting held on
February, 13 2006 proposed by Hon. Norman
M.G.K. Nyagah, EGH, MP and seconded by
Hon. Charles Keter, Mp.

o
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e) Minutes of the Fifth sitting held on
February 14,2006 proposed by Hon. Zebedeo
J. Opore, MP and seconded by Hon. Billow
Kerrow, MP.

0 Minutes of the Sixth sitting held on
February 15, 2006 proposed by Hon. Joseph
K. Lagat, MP and seconded by Hon. Zebedeo
J. Opore.MP.

g) Minutes of the Seventh sitting held on
February 20,2006 proposed by Hon. Fahim
Twaha, MP and seconded by Hon. Norman
M.G.K. Nyagah, EGH, MP.

h) Minutes of the Eighth sitting held on
February 2l,2006 proposed by Hon. Joseph
K. Lagat, MP and seconded by Hon. Charles
Keter, MP.

i) Minutes of the Ninth sitting held on
February, 22,2006 proposed by Hon.
Norman M.G.K. Nyagah, EGH, MP and
seconded by Hon. Fahim Twaha, MP.

j) Minutes of the Tenth sitting heid on
February 23, 2006 proposed by Hon. Zebedeo
J. Opore, MP and seconded by Hon. Billow
Kerrow, MP.

k) Minutes of the Eleventh sitting held on
February 28, 2006 proposed by Hon. Joseph
K. Lagat, MP and seconded by Hon. Zebedeo
J. Opore.MP.

U Minutes of the Ts,elfth sitting held on
March 01, 2006 proposed by Hon. Fahim
Twaha, MP and seconded by Hon. Norman
M.G.K. Nyagah, EGH, MP.

m) Minutes of the Thirteenth sitting held on
March 02, 2006 proposed by Hon. Charles
Keter, MP and seconded by Hon. Zebedeo J.
Opore, MP.

n) Minutes of the Fourteenth sitting held on
March 03, 2006 proposed by Hon. Bil1ow
Kerrow, MP and seconded by Hon. Norman
M.G.K. Nyagah, EGH, MP.

o) Minutes of the Fifteenth sitting held on
March 06, 2006 proposed by Hon. Charles
Keter, MP and seconded by Hon. Fahim
Twaha, MP.

p) Minutes of the Sixteenth sitting held on
March 07 , 2006 proposed by Hon. Zebedeo J.
Opore ald seconded by Hon. Bi11ow Kerrow,
MP.

a
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MrN. NO. 8712006 IT,IATTERS ARISING

MIN. NO 8812006 THE co

MIN. NO. 89/2006 N)JOURNMENT

HON. U}IURU KEITYATTA, EGH, MP
SIGNED.

(CHATRMATY)

27rH MARCH, 2006
DATE.....

The Committee deliberated on Hon. Kiraitu
Murungi's letter to the Courmittee on his request to
be offered a second chance to provide his evidence.
It was resolved that the witness be given a cha:ece
to appea-r on Monday 20 March 2006 at 2.30pm.

qJ Miuutes of the Seventeenth sitting held on
March 08, 2006 proposed by Hon. Norman
M.G.K. Nyagah, EGH, MP a::d seconded by
Hon. Zebedeo J. Opore, Mp.

r) Minutes of the Eighteenth sitting held on
March L3,2006 proposed by Hon. Joseph K.
Lagat, MP and seconded by Hon. Charles
Keter, MP.

S DRAT|YT REPORT

The Committee deliberated on its draft report on the
Procurement of Passport Issuing Equipment of the
Department of Immigration and made various
recommendations.

And there being no other business, the Chairman
adjourned the meeting at 1.06 pm.

o
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t MINUTES OF THE TWENTIETH SITTING OF TEE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF

ISSIIING TIIPMENT HELD ON THURSDAY
2006IN NYALI BEACH MOMBA.SA AT 9.OO AIVI

PRESENT: (The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Fahim Twaha, MP

ABSENT WITH APOLOGY

Hon. Billow Kerrow, MP

IN ATTENDANCE . NATIONAL ASSEIVIBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEIiTYA NATIONAL AUDIT OFFICE

Mr. Benson Kariuki

MIN. NO. 90/2006 THE DRAT"T REPORT

MIN. NO. 91/12OOri .C DJOURITMENT

SIGNED

27TH MARCET, 2006
DATil.

Principal Clerk Assistant
Third Clerk Assistant

Principal Auditor

The Committee deliberated on its Dra-ft Rei-.ort and
made several amendments to its earLer
recom"mendations.

And there being no other business, the Chairman
adjourned the meeting at 1.32 pm.

HON. U}IURU I{ENYATTA, EGH, MP

(eHAiRMAr{}
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MINUTES OF THE TWENTY F'IRST OF'THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL ATIDIT REPORT ON PROCUREMENT OF
PASSPORT ISSTIING HELD ON FRIDAY, MARCH L7, 2006
IN NYALI BEACH MOMBASA AT 9.OO AM

PRESENT: (The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Fahim Twaha, MP

ABSENT WITII APOLOGY

Hon. Billow Kerrow, MP

IN ATTENDANCE NATIONAL ASSEMBLY

I{ENYA NATIONAL AUDIT OFFICE

Mr. Benson Kariuki - Principal Auditor

MrN. NO. 9212006 THE DRAF'T REPORT

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

MIN. NO. 93/2006 ADJOURNMENT

SIGNED

Principal Clerk Assistant
Third Clerk Assistant

The Committee deliberated on its Draft Report and
made few amendments to its earlier
recommendations.

And there being no other business, the Chairma-n
adjourned the meeting at 1.OO pm.

HON. UHURU KEI'IYATTA, EGH, MP

(crrArRMAr{}

ZTTH MARCH, 2006

a

!

DATE.
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t MINUTES OF' THE TWENTY SITTING OF THE PI]BLIC
ACCOIINTS COMMITTEE ON SPECIAL AUDIT REPORT ON
PROCUREMENT OF PASSPORT ISSUING EOUIPMENT HELD ON
MONDAY, MARCH 27. 2006 IN COMMITTEE ROOU 9. PARLLAMENT
BUILDINGS AT 2.3O PM

PRESENT: (The following members were present)

Hon. Ilhuru Keynote, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Norman M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

IN ATTI1NDANCE I{ATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

MrN. NO. 94/2006

IYIII{. i.'{o.95 /2006 E\.TIDENCE

Principal Clerk Assistant
Third Clerk Assistant

CONFIRMATION OF MINUTES OF THE
PREVIOUS MEETINGS

The Minutes of tJ:e following sittings were confirmed
(*ith amendments) by the members present and
signed by the Chairman:-

a) Minutes of the Nineteenth sitting held
on March L5, 2006 proposed by Hon.
Norman M.G.K. Nyagah, EGH, MP and
seconded by Hon. Zebedeo J. Opore, MP.

b) Minutes of the Tkentieth sitting held on
March L6, 2006 proposed by Hon. Norman
M.G.K. Nyagal:, EGH, MP and seconded by
Hon- Zebedeo J. Opore, MP.

c) Minutes of the T\xrenty Fi:st sitting held
on March 77, 2006 proposed by Hon.
Joseph K. Lagat, MP and seconded by
Hon. Charles Keter, MP.

lIon. Kiraitu Murungl, MP and former Minister for
Justice & Constitutional Affairs accompanied by his
legaI advisor Mr. Kioko Kilukumi appeared agalil
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MrN. NO. 96/2006

MrN. NO. 9712006

before the Committee and gave evidence on the
involvement of Ministry of Justice & Constitutional
Aftairs in investigating Anglo Leasing scandal.

ADOPTION OF THE SPpCIAL AUpIT REPORT

The Committee adopted its Specia_l Audit Report
and resolved to present it to tl:e House the following
day (Tuesday 28 March 2006) for consideration.

ADJOTIRIYMENT

And there being no other business, the Chairman
adjourned the meeting sine die at 5.12 pm.

HON. I]HIIRU KEI{YATTA, EGH, MP

(crrArRMANl

27TE MARCH, 2006

SIGNED

DATE.
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