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Anqlo Leasinq tvDe contracts

While taking evidence the 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 pmjects in the country. Unfortunately most of these financing companies have

been awarded security contlacts which make it difflcult for Kenyans to establish because

oi 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 dkectors, shareholders and many of them use the same addresses as

demonstrated in attachments conlained in the reporl.

Contempl 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'requested.

The Committee consequently relened 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-Conuption Commlssion was investgating him on the

same matter

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

Sp.cial Avlit R.pod br th. Prblk Accolrtt Commi1L. (viii)

available.

Conclusion

All the decisions made by the committee were arived 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 recommendatjons contained in the

report as adopted by a resolution of the House without fear or favour, Thls is the only way

that conuption 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 Committee. They endured long sitings and sacritlced both leisure and he
interests of their constifuencies during tlre period of taking evidence and compiling of this



report. The committee would like to thank all the witnesses who appeared before it and
especially Mr. John Githongo who was willing to give evidence at a time when he alleged
to be receiving threats irom powerful personalities. The committee would also wish to
record its appreciation for the services rendered by the offlce of the controller and Auditor
General. Indeed it is his audit of the Procurement passport lssuing Equipment project
which led to the discovery of other Anglo Leasing type projects. Thii discovery has ilso
led Kenyans to worry that many of he loans paid with taxpayers, money may be used to
finance projects of Anglo Leasing nature.

Hon. Speaker Sir,

My commiltee wishes to record its appreciation for the assistance given by your office and
that of the clerk of the National Assembly. The procedural advicJgiven 6y those offlces,
facilitation, services rendered by the staff of the Natjonal Assembly and the office of the
controller and Audilor General as well as lheir devotlon to duty have contributed a gr.eal
deal to the production of this report.

Finally the committee wishes lo thank the High commissioner of Kenya High commission
in London and his ofiicers for facilitating its sittings in London as weli as olher courtesies
which were extended to the Committee.

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

SIGNED

DATE

(cHATRMAN)
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and install.he System-hrough its ofiicially designated systems subcontractor in the nameof Francoisthades Obethur Fiduciare of pids, france. fir. n* abo submitted

:1.1S^:1d-. 
^ 

h. propgsal, 
.1. 

proposed financing agreement .rpi.ining the contract and
nnancrng Erms and conditions. The offer in the agreement proposud a facility of Euros
31,890,000 (Kshs.2.67 Bi,ion) for the System, repalabte .t S;l i[t.i .f'r.ng.O i. q9Jp.i
annum quarterty commencing three months afler tie first payment, upto a perioO of,6Z
months.

It is not dear how the linancing firm courd have prepared and submitted a detaired
proposal fora project simirar to the one remmmended by Grrs before a request to do so

Hj:::.:T,,ill T_rl. 
tgllly the Govemment bur rne'inoicationiare il aiur. non ,iy

nave nad bre-knowledge of the recommendation to enhance and expand the System.

Nevertheless, the Jr/inistry accepted the proposar and in a letter dated 5 september 2003,
addressed to the Permanent Secretary, Treasury tire permanent Grehry, Office of the
Vlce-President_ and 

!!1n1st+ of Home Affairs iought for Treasury auhority for directpr'curement of the ISDCS which authority was graited by Treasury in a retter dated 25
November,2003.

Although use of direct procurement is provided for in the pubric procurement Regurations
(2001) under Section 19 as read together wih Section 35, and may also Ue a-pproveJ
under section 3(2) of the- Reguralions, it has not been exprained'why tiris mode of
procurement was adopted for the rsDCS instead of the restricted tendering method which
had been used for the earlier tendering process for new generation 

-passports 
anJ

passport issuing system and which had been accepted as alequatery iddressing the
issue ol security and the requirements of the Dol. As a resurt oi oirect sourcing,
Govemment was clearly denied the advantages of competitive bidding.

ln the same letter of 5 september 2003 the permanent secretary, Office of the vrce-
President and Ministry of Home Affairs informed the permanent Secretary, Treasury ofhe poposal by Anglo Leasing & Finance Ltd detailing amongst ohei aspects, the

lflrT *rp:1..F .ld. 
!h... 

proposed tinancing ofter oi Euro, it,ASO,O00 (Kshs.2.67
urflron) repayabre at an initiar interest rate of 5% (rater changed to 4%) within a period of 5
years. He requested for a technical review of the proposed System. 

'

Simultaneously, in a letter dated the same 5 september 2003, fie permanent secretary,
office of he vic+President and Ministry of Home Affairs sought the Attomey Generalis
legal mmments and advice on the financing agreement subriitted by Angro Leasing &
Finance Ltd. ln response in a leter aatJO iA September, 2OO: to tre permanent
Secretary, the Attomey Generar recommended that a dirigence test be performed on the
Anglo Leasing & Finance Ltd to determine the number of-projecb of the same nature the
firm,had competently suppried and compreted as weI as iis iredit rating. Records so far
made available however do not show any such test as having been fierformed and no
explanation for the omission has been provided. rn additi6n, it has arso not been
indicated. how the Ministry assessed the authenticity, capacity, experience and tack
record of the subcontractor Francois-charles obethur Fiduciare [o determine whether he
firm r^as capable of competently handling a project ol the magnitude and complexity of
ISDCS.

IU,

11.

Spccial Audit X.eporl by thc Pubtic Accouna Committec
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12 Subsequently, tfre Supplie/s SeMces and Financing Credit Agreement now under

contract No.KENYA/G0[(HA0305/01 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 ol the Vice-

President and Ministry of Home Affairs and Permanent Secretary, Treasury. And

punuant to article 12.3 ol the Agreement, an amount of Euros 956,700

(Kshs.91,678,169.25) in respect of 3% of the credit sum, representjng 'arrangemenf,

'commitmenf and 'administration' fees now became due and payable to the financing

frrm. Accordingly, his amount was paid on 6 February, 2004 through payment voucher

N0.5319 of the same date.

13. The handling of the ISDCS project and the eventual signing of he frnancingisupply

contacl agreement ralses a number of unanswered questions and issues among them

the following:-

(a) The DOI does not appear to have prepared speciflcations 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. Clearty and arising from lack of

specifcations or Terns of Reference for the System, Govemment evidently stood

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

or not the price of Kshs.2.67 billion for the project represented a lair and competltive

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 recommendaton by GITS that the

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

frm obtained the fore-knowledge,

The request for direct procurement by the Office of tre Vice-President and Ministry of

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

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

ensure that the contract was awarded to the firm,

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

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

the Miniiter shall lay before the National Assembly a rePort on the transaction

specifying the parties, the circumstances giving rise to the transacUon, he 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 ol being prepared for presentation to the National Assembly'

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

'arrangemen(, 'commitment" and 'administratjve' fees and whether or not such

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

pei lhe 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)

4Spzciat ,ludit Repon by rt. Public Acco!fis Co,nrnitt..
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(f)

G)

0)

ln.the absence of diligence test having been performed on the financing company as
advised by the Atomey Generar and rick of evidence of assessment by tne uinistry ot
the capacity, experience and track record of he subcontractor to handle a projeit of
this magnifude, the basis lor determining the ability oi the two fims to perform the
contract is not clear.

As also observed by the oflice of the Attomey General, it is doubtful as to whether the
Ministry in the absence ol its own specificatrons on tire rSDCS has the capacity to carry
out an evaluation and acceptance test affer completion of the project.

Although'the ffice of the Attorney General eventually cleared the Agreement subject
to Treasury's evaluation and concurrence on the finincial and technical ,rp..t,.
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 supplier would be enti ed to demand the
immediate payment of the total sum of the Agreement and the repayment of all sums
outstanding arising from the Agreement in the event ol defautt by the buyer.

5
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Following lhe rejection of the first Public Accounts Committee report on the special audit ol the
Procurement of Passport lssuing Equipment, the Committee sought to obtain fuLher evidence. The

Committee noted that the investigation into this contract revealed several security related contracts of
similar nature. The summary ol its findings are as tollows:-

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

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

Evidence adduced before the Committee by the former Principal lmmigration fficer (PlO), Mr. Ole

Ndiema, revealed that the scope ol the contracl did not change much. The manner in which the offlcer

responsible for lmmigration departrnent (PIO), was left uninformed about the negotiations going on

with Anglo Leasing & Finance Ltd on the project was ol great mncem to the Committee.

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 purpse finance vehicles for purpo ed security contracts. The salient leatures of these

contracts are as {ollows:-

All conhacts are supply and finance contracts, in which the conhclor is purportedly financed by

extemal credit through what is calted lease finance. ln reality, it is the govemment lhat unwittingly paid

upfront for these projects.

Evidence received indicates that most of the lease finance companies used in hese contracts are

considered to be possibly non-existent.

Security was used as an excuse to procure these contracts using single sourcing, even where the

projects merely involved the postalservices and meteomlogical department.

The efiect of using non+ompetitive process in procurement is over-pricing of he conracts. lt is

possible that a few individuals use different companies as fronts to perpetrate lhese possible fraud,

with the support ol govemment officials

Further investigations are likely to reveal that these companies could possibly share directors,

shareholders or owners/agents

Status of the contracts

Eighteen sepaate contracts of Anglo Leasing nature worth over Kshs.55 billion were signed by the

govemment between 1997 and 2003. Some of these were completed prior to January 2003 while

others were cancelled by the Govemment.

Sp.cid Auai, Repo.l by th. Pablic /lccountt Co^rni/,ec

EXECUTIVE SUMMARY

Anqlo Leasino Contract for Procurement of Passport lssuino Equipment

Evidence obtained indicate that investigations by the Kenya Anticonuption Commission (KACC) and

former Permanent Secretary, i/r. 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
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A totalof Kshs-18 billion was pajd on hese contracts as at May 2005. out of hese, Kshs1.049 billion
was refunded by hese companies in unusual circumstances on account of hree projects: lnfotalent
Ltd, and Anglo Leasing & Finance Limited.

Twelve of the projects are still ongoing as the relevant contmcts were not legally cancelled. However,
no payments have been made on the projects since May 2005. consequen y, the pro.iects have
stalled. Total amounts due on these ongoing projects as at February 2006 was Ksh;1s billion,
including principal, interest and penalties.

Key govemment officials have misled this Committee into believing trat all payments relating to these
contracts have been suspended since August 2004. The committee noted with coniem that
payments amounting to US $4.75 million were made to Universal Satspace between that date and
May 2005.

Pressed for cash lollowing the suspension of donor support amid growing insecunty, the cabinet in
2001 auhorised the use of lease linance and suppliers credit to pay for priority security retated
projects. lt is important to note that Cabinet approved a specilic policy (rlease Finance or
Supplies Credit) to flnance such projects but not specific contracts as alleged by some of the officials
who gave evidence before his Committee.

out of the 18 projects listed, two were contracted in 1997 and 1998 before he policy was adopted by
th,e cabinel. Ten of the projects were initiated, negotiated, contracted and signed between February
200'1 and December,2002, the remaining eight projects were negotiated, contracted and signed in
2003.

When were these contracts initiated?

Who are the kev Dersons associated with these company / co ies ?

as follows:

A) Mr Deepak Kamani

lvlr Anura Perera

Mr Amin juma

Merlyn Kettering

Mn Ludmilla Katuschenko

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 projecls covereJ in
this report.

The key persons who are either agents, possible owners or possible directors o{ these companies are

I
c
D

E

Political culoabilitv

Section 22(3) ol the constitution sta'tes 'where the vice President or any other Minisfer has been
charged with t/re responsibility tor a deparlnent of governnent, he shal/ e.xercise general
direction and control over thet deparTment and, suhject lo that direction and contol, every

I Definition: Lea3! Finance or Supplilr Credit is a concept based on prior supply ol goods and/or services lor later
payment, subject b payment of a commit nent fee. Repaymenl of fre debt would only commence subject to receipt of tire
goods supplied. The ldea,/concePt vras noble but was greally abused. As noted in most of trese conLach, paynents for
seMcing he debts began even before supply of tire goods or commencement ol Ute projects

Spcciat,ludit Rcpoa by th. public Accoua6 Cornmid.. 7



departmenl ol govemment shall be under the supervision of a permanent secrela4/', The
import of this is that they are constitutionally responsible for actjons of those under their control. The
Committee is of the view that the Vice Presidenl and he Ministers involved did not exercise due care
and diligence in undertaking those rcsponsibilities.

The Committee further heard evidence hat in exercising direction and confol in their minisbies, the
political leaders of these ministries were in fact involved in policy implementation. For instance, Hon.
Mwiraria, MP approved the Passport lssuing project contracl via a memo dated 2a October 2003; H E

Hon. Moody Alvori, MP approved the same contract through a memo to his Permanent Secretary
dated 8 September 2003; Both however claimed they were unaware of the project, yet evidence
obtained and detailed in Part 2 of this report indicate they were well briefed,

The Committee also heard evidence that as a practice in public service, the Permanent Secretades
regularly briefed lheir Ministen, and hence they were adequately informed as regards these
conbacts. Evidence in these regard was given by Messrc Magari, Mwaliko and Dave Mwangi among
others. All the three were lormer permanent secretaries.

The Committee obtained suflicient 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.

Evidence pmvided before the Committee reveal that the Ministry abdicated its Treasury role to otirer
ministries in as far as securing external loans and credit is concemed. Although the Mlnistry 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 deshed. The Ministry's inability in canying out due diligence on the lease

finance contracts and approval of pmcurement ol 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 pocessed payments merely on the basis of a

repayment schedule without attempting to satisfo itself from the procuring ministry so as to ensure

that he supplier was implementing the project and so as to give justilication of payments in

accordance with govemment fi nancial regulations.

It also lailed to advise the govemment on the grcssly unfavourable terms ol the lease flnances for
example the contract terms for payment to suppliers were not tied to perlormance of the contract.

The Committee noted that the ministry failed to report to Padiament on the terms ol lhese extemal
credit as required by law, and allowed ofi-budget financing of these security mntracts. The Central

Bank also was never involved in consultations over he exlemal loans as required by law. Section 31

of the Central Bank Act, Cap 491 of he Laws of Kenya states that'the bank shall administer any
payment agreements entered into by Kenya and the benk shall be consulted by the
govemment in negotieting eny payment agreements".

The Committee noted that despite the fact that the Treasury had po'i'iers to withdraw appointment ot
accounting offlcers for flouting the law, those powers have possibly never been exercised nor did il
(Ireasury) refuse to appmve finance confacts it disapproves of.

8Specidl Audit Report b!,h. Public Accoun t Coahid..
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The Permanent Secretary, Treasury claimed having stopped payments to eighteen (18) confacts,
wihout showing written prool, implying that lack of proof may be lack of stoppage.

ln spite of the concems over these projects, and conbary to what he Committee was told by the Hon

Mwiraria, MP no formal instructions were made by he Ministry to suspend payments on the contracts.

The Committee noted with concem that the Permanent Secretary, Ministry of Finance received audil

reports relating to the above contracts in October 2005 but has not responded to date, consequently

delaying the tabling ol the same in Parliament.

ln accnrdance with Govemment Flnancial Regulations and Procedures, Chapter g on Bonowing by
Govemment, states ... "the office of the Aftofiey General shall he involved at all times during
negotiations for loans, drafting or execution ol ensuing legal instuments"

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 chiei govemment legal advisor. Section 26(2) of the Constrtution states that

"the Attomey General shall be lhe principal legal advisor to the Govemment ol Kenya."

Section 26(4) ol the Constifution states that "the Attomey-General may require {he Commrssioner
of Police to investigale any metter which in the Attorney-General's opinion, rcletes to any
offence or alleged oflence, suspected offence and lhe Commissioner shall comply with that
requirement and shall reporl to the Attomey General upon the investigation".

The Cornrnittee further ncted that the Attcmey General merely gi,res legal opinion to satisfy thcse

contracting with the govemment in accordance with intemational norms. He does not however seem

to scrutinize the terms of the contract in order to protecl he government from possible abuse.

The Committee leamt that his office does not even have the capacity to undertake a statutory

veriflcation of those entitjes transacting with the govemment, and no eftort does seem forthcomlng

lrom govemment to save he sifuatjon.

PART I
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 he
President to accept an appointment as Permanent Secretary lor Govemance and Ethics in his new

adminiskation. Previously Mr. Githongo worked as the Executive Director of Transparency
lntemational and also served on the world-wide board of the organization, based in Berlin, Germany.

Mr. Githongo's main function was to serye as an advisor to the President on matters of integrity. He

would be answerable directly to the President, a lact which the President emphasized during the initial

discussions preceding the appointrnent. As a result his ofllce would be within the State House

Building, within easy access to the President. l\,1r, Githongo informed the Committee that wirhin a

week, he had vmund up his work at Transparency lntemational and started his work at State House.

oSp.cial Audir R.pod by thc Public Accouts Coaaiaee

The Attornev General



Arising from his duties as an adviser to tlre President, he took on a number of specilic responsibilities,
including as secretary to the Cabinet Committee Against Conuption, whose members included the
Minister of Justice and Constitutional Affairs, the Minister ol State in the Office of the President, in

charge of lntemal Security, the Minister for Roads and Publics Works, the l/inister 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 the GJLOS programme and also sat on the
Commission ol lnquiry on lllegal and lnegular Allocation of Land, lvlrich 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 the proceeds of corruption held by Kenyans abroad and the Publlc Complaints
Unlt, which was at an advanced stage ol creation by the time he left the service of Govemment. His

ofiice also sat on the National Anti{onuption Campaign and also on the Task Force on Truth and
Reconciliation created by the Ministry of Justice and Constitutional Affairs. Further, his office worked
wilh the Committee on the Reform of the Judiciary created by tre Chief Justice in March 2003.

Mr. Githongo informed the Committee that during his tenure as Permanent Secretary, he had

unimpeded access to he President and that he jealously guarded the anangements that enabled him

to reprt directly to the Presidenl The reports to the President were in trvo 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 oftice received inlormation on 3d March 2004 that
a questionable company, called Anglo Leasing and Finance Limited, had been awarded a conbact at

the lmmigration Departrnent worth Kshs.2.7 billion, The company had even been paid Kshs.90 million

as a down payment equal to 3% of the value ol the contract. Mr. Githongo said he remembered the

date, and all the other dates forming part of his testimony because, going back to his high school

days, he has atways maintained a detailed dairy in which he records signillcantdaily events.

The infonnatlon about the award ol a large contract to a dubious company was greatly troubling to

him because, he thought, if the public got to know about it, it would cause great dificulty to the anti-

conuption credentials of he new administration. He made furlher inquiries ivhich disclosed that the

company was associated with Mr. Deepak Kamani who, according to lVlr. Gihongo, had a reputation

of entering into contracts with the govemment that were the subject oi scandal. Mr. Githongo provided

as an example, the contract in which the govemment bought motor vehicles lor the police force in the

1980s ofthe make Mahindra, which proved singularly unsuitable Jor use by the police.

Mr. Githongo informed the Committee that on 10u March 2004, he managed to establish that, indeed

Mr. Deepak Kamani was behind the contract between Anglo Leasing and Finance Limited and the

Ministry of Home Affairs. He immediately telephoned the Vlce-President, Hon. Moody Awori, as he

was also the Minister for Home Affairs, to inform him of this dlscovery. He claimed that he shared

with the Vice-President the information that he had just received that his l/inistry was about to enter

into a contract with a company whose existence was doubtful and which also had doubtful

associations. He advised that he Ministry should avoid the contract because; it was linked with

people who in the past had caused great concern to the Govemment.

According to Mr. Githongo, the Vice-President promised that he would look into the matter
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Afler receiving Mr. Githongo's evidence, the committee, on retum to Kenya, mel with the Mc+
Presidenl Hon. Moody Awori, MP on 22,,a February 2006. when asked to comment on Mr. Githongo's
assertion, the Vlce-Presidenl accepted hat Mr. Githongo had had a telephone conversation with 

-him

in which he expressed concems over the Anglo Leasing contracl However, the vice-president
claimed that the conversation was much tater than on 1or, March 2004, and even later than 215r
March 2004, the date on which he (Hon. Awori, Mp) issued a ministerial stalement in the National
Assembty on the scandal.

He further testifed that on 2nd May 2004, the president gave him firm instructions to look into he
Anglo Leasing aflair with a view to ensuring that Kshs. 91 miltion, said to have paid to Anglo Leasing
under the contract, was recovered. Thereafier, Mr. Githongo testifed that, in the compan/of Ministei
for Justice and constitutional Afiairs, Hon. Kiraitu Murungi, Mp and the Minister oi Finance, Hon.
David Mwiraria, MP he travelled to London to the offices of Kroll and Associates, who were working
for the govemment and that while at the ofices oi Kroll, the three of them informally established thai
Anglo Leasing, which claimed to be registered in the United Kingdom, was indeed not registered
there.

Mr. Githongo also further claimed that on the 4u,May 2004, he was invited for lunch by the vice-
President, Mr. Awori, MP in his house. This invitation was sent through Hon. Murungi, Mp. Also
invited to lunch were the Minister for Finance, Hon. David Mwiraria, Mp, the Ministei for lntemal
secur'rty, Hon. Dr. Murungaru, lvlP and Hon. Murungi, Mp himself. Hon. Mwiraria, Mp, however dld
not come for lunch. The three made inquiries with Mr. Githongo on he need for investigations given
thal the Vice President had already given a ministerial statement on the Anglo Leasin{ matteri He
said he found the inquiries a disconcerting, as he thought the hree were a lit e nervous about the
goingsrcn regarding Anglo 1-o..1.t.

when interviewed by the committee, the Vice-president admitted that a lunch meeting took place
between him, Hon. Murungi, MP, Hon. Murungaru, l\ilp and Mr. Githongo in his house. ilowever, he
could not remember when this happened and what was discussed at thl meeting. He explained ihat
his residence habifually hosted meetings, before NARC came into power and after, ovei meals with
govemment oftcials and lvlembers of parliament that these were so many that he could not
re19mf1 he 

.nadicular meeting that I/r. Gihongo was refening to. Hon. Moody Awori, Mp however,
admitted that during this lunch meeting he received a briefing from Mr. Githongo on Anglo Leasing ai
he.was baffled as to why there was still so much public debate even after hG ministerial statem'ent,
which was supposed to have re-assured tire public. For his part, Hon. Murungaru, Mp said hat he
had had so many meals over meetings at Hon. Awori's place that he could not Lmember the specific
meeting refened to by Mr. Githongo.

Mr. Githongo informed the committee that the investigations by the KACC were geared towards
determining who was behind the Anglo Leasing & contract, in view of the claim thai the company,
wttbh had already been paid a substantial amount of money, was possibly a phantom. Accorting to
him, by 10r' March, 2004, the key suspects in the attempteb fraud had been identifed as a resuit of
m-vestigation by the KACC. During the course of investtgations, it was discovered that a further Kshs.
300 million was aboul to be paid to Anglo Leasing and linance Ltd, which he stopped. Attempts to
retrieve documents on the transaction from the Fermanent secretary to the Treasury Mr. Joseph
Magari, however, were not fruitful.

ln addition to talking to the Vic+president, Mr. Githongo claimed that he also briefed he president on
4h April, 2004.
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Mr. Githongo said that on 10h May 2004, he briefed the president on the pmgress in the Anglo
Leaslng investigations and that on he same day Hon. Murungi, Mp inlormJd him that these
lnvestigations were causing some disquiet with the president's perconal secretary Mr. Alfred Getonga
and Hon. Murungaru, MP.

on 13h May 2004, the conlroller and Audit General completed his preliminary investigations on the
Anglo Leasing matter and he following day, Mr. Githongo testilled that he reieived 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 iolice
Department. ln the evening on he same day, Mr. Githongo said he was called by the Head of civil
service and secretary t0 the cablnet, Ambassador Francis Muthaura, who informed him tirat the Euro
956700 paid to Anglo Leasing & Finance Limited had been refunded to tre govemment. Eventually,
on 17tt May 2004, he got documentary evidence of the refund. on the same day, Mr. Githongo said
he was visited by Hon. Murungi, MP in his office, who expressed his concem about the investigations
thal 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 Wan.iigi, a businessman concemed about the Anglo
Leasing investigations, had swom that he would kill Mr. Githongo.

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

On 17h May, 2004 according to Mr. Githongo, Hon. Murungi, MP iniormed him Urat 'thef were
planning to attack him through his father. The conversation between the two had established lhef
to mean Hon. Murungaru, lt/P and Mr. Getonga. Mr. Githongo said he was gettng inffeasrngly
concemed about the discomfort that the Anglo Leasing inquires were causing to a small group of
politcians and businessmen.

Mr. Githongo then related an incident, which, he said, took place on 206 May, 2004 ln the ofiice of
Hon. Murungi, MP. Hon. Murungi, MP had invited Mr. Githongo for a meetjng on that day in his office.
When he entered, Hon. Murungi, MP showed him a case Jlle from the oftice ol a Naimbi advocate, Mr.
A. H. Mallk, 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 wihin
Nairobi. The property was cunenUy his home. Laler, the senior Mr. Githongo had defaulted in his
repayment ol 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 infonned 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, IVP and [/r. Getonga which were holding up money owed to him by the government, 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 ol this conversatjon with Hon. Murungi, MP because he had realized hat nobody would
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ever believe the serious allegations he may have to make against such a senior member ol the
govemment.

The Committee played and listened to the tape recording. The voices of Hon. Murungi, IVP and Mr.

Githongo were clearly ldentifiable on he tape.

Mr. Githongo inlormed the C,ommittee that the decision to record lhe conversation between himsell
and senior members of the govemment was a difiicult choice he had to make when he was in the
govemmenl He realized that he would not be believed unless there was some way of conoborating
the serious claims he had againsl senior members of the administratjon. There being no paper trail,
he realized that it would ultlmately come to h's word against theirs. He realized that much as the
administration was chasing old conuption, some members were, at the same time, committing acts of
corruption on their own and that the public r,vould lind it ditficult to believe this. ln his view, even the
President, when briefed that members of his administration were invotved in fiesh mruption, did not
appear to believe it. Mr. Githongo informed the Committee that he sometimes canied dictaphones to
meetings, especially if he hought that important matters would be discussed, and hat tlre 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.

I/urungi,MPon 12t'February2006. lilembec ol the Committee are all lamiliar 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 identify 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 lor some time and that he had supported 'our chief, ln answer to Mr.

Githongo's question, Hon. Murungi, MP confims'rhat Mr. Perera suppoiled'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 lhe senior Mr. Githongo had bonowed money from Mr. Malik to develop a property in

Kitisuru and lhat the loan was for Kshs. 5 million. He was also showt 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. Glthongo should 'go a btt slotV' in he enquires on the

passport case and that, in retum, they can go slow on he 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 lVtr. Malik.

The Committee carefully considered he 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. cithongo's evidence, he testilied that on 25t May 2004. He was called by Ambassador
Muthaura who complained about the legal authority of the KACC to conduct anticonuption
investigations. The Head of the Public Service fuffier complained that the KACC had too much
power. lV!r. Gideon Mutua, then the Acting Director of the KACC, had called Mr. Githongo the
previous day to inform him that Ambassador Muhaura had made a similar complaint to Mr. Mutua in
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a telephone conversation. Ambassador Muthaura also inlormed Mr. Gihongo of his discovery that
the ffice ol the President had entered into a contract for US55 million with Anglo Leasing to provide

a forensic laboEtory,
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Later on the same day, Mr. Githongo testiiied hat he met with Mr. Dave Mwangi, then the Permanent

Secretary for lntemal Security, at a lunch briefing for the diplomatjc community. Mr. Mwangi, adapting
an adviscry tone, informed Mr. Githongo that the lmmigration investigation was causing considerable

disquiet within the govemment and that this threatened the stability of the govemment. Mr. Mwangi

added that his minister, Hon. Dr. Murungaru, MP, and others he did not name, were concerned

whether l/r. Githongo realized the political implications of his investigations. At this meeting i/r.
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 27h May 2004, Mr. Githongo again met Mr, Dave Mwangi who informed him thal Ambassador

Francis Muthaura and himself had decided that they would deal with the Anglo Leasing matter

'administratively', because even though the contract had been signed in 2001, no actual work had

been done. However, Mr. Githongo added tlrat despite no work having been done, Anglo Leasing

had been paid about US 5 million. Mr. Githongo testified that the resunection ol 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 he 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 took 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 brieied the President. Further, he briefed the 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 tren asked Mr. Githongo for a copy of the forensic laboratories con['act which Mr.

Githongo fumished.

Two days later on 31.rMay 2004, Mr. Githongo met Ambassador Mulhaura again in his office. At that

meeting Ambassador Muthaum inlormed 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 former,s ofilce. Hon- Murungi, MP expressed surprise at the realization as to how

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

mimbers of thiir 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. l/urungi, MP also said he had now

realized that Anglo Leasing is 'us'.



on 3'r June 2003, Mr. Githongo said he wrote to Amb. Muthaura to communicate the contents of a
Ietter he had received that day from the British High commission who conlirmed that Anglo Leasing
was not a company registered in the united Kingdom as shown in contract docume-nts. Ambl
Muthaura called him tirat evening to say that trJ contents of tire letter had both shocked and
frightened him. The lollowing day Mr. Githongo says he wrote to tre 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 testifled that Mr. Dave Mwangi had called him at night on 'l1r' June 2004 to complain
that a Nairobi, advocate, Mr. Fred Ojiambo, had been anested. Hon. Murungi, I/p 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 b-ut explained
that he did so inorder to prepare himself for any queries that his superion might raise, since he was in
charge of intemal security. Mr. Githongo testifed that lhe decision to anesl i,1r. ojiambo had been
taken by the KACC because of his refusal to honour a summons to attend belore them. According to
Mr. Mwangi it is Mr. Githongo who made the decision to anest Mr. ojiambo. The KACC wantei to
speak to Mr. Ojiambo because on 12h May 2004 and again on 25r, May 2004 he had put
advertisements in the newspapers on behalf of Anglo Leasing, whose identity was at that time a
mystery. The same day Hon. Murungi, l,/P called Mr. Githongo, and sounding agitated, the minister
told Mr. Githongo that Hon.Dr. Murungaru, MP had called him irom oversees to express concem over
he anest of Mr. ojiambo. The minister then said he would call on him later that day. Just then,
according to Mr. Gihongo, Hon. Mwiraria, lrrlP walked in and announced that Aoglo Leasing had paid
back all the money hey had been paid in the lorensic laboratories con[aci since 20b1. Hon.
Mwirana, 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 easy' on the matter since the money had been retumed. Hon. Murungi,
MP then walked in and said the same thing. Hon. Mwiraria, Mp, in his testimony, adr.nitted that he
was not interested in following up on Anglo Leasing & Finance Limited beyond the recovery ol the
m0ney.

According to Mr. Githongo, Mr. Mwangi, Hon. Mwiraria, MP and Hon. lVurungi, Mp, had all expressed
concem over the anest of Mr. ojiambo ostensibly because he might implicate senior people in he
govemment. Mr. Mwangi, however, explained that he was concemed about Mr. ojiambo's anest only
because Mr. Ojiambo is his fiiend.
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0n 12b June 2004, Mr. Githongo while briefing the President on tlre ongoing investigations into the
Anglo Leasing scandal, was asked by the President who he hought was behind Anglo Leasing &
Finance Limited. He answered that he was convinced that Hon. Murungaru, Mp, Hon. Mwiraria, Mp,
Mr. Magari, Mr. Opla, lvlr, Mwaliko and possibly Mr. Mwangi knew who was behind Anglo Leasing.

Mr. Githongo informed the Committed tlrat on 13t, June 2004, the Locat Newspaper had as its
headline, a story to the etfect that Hon. Mwiraria, MP had included payments to Anglo Leasing in he
budget for he lollowing year which he had read on 10t, June 2004. Before publication of thi 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 tha budget. when, after the
publication of the story, Mr. Githongo confirmed the inclusion of a proposed payment of Kshs.
222,530,000 in the budget lor Angto Leasing, he called Hon. l\4urungi, Mp about it. 

'



On 14u, 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 he
two Anglo Leasing contracts. Mr. Githongo advjsed 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 administration had entered into and which may have been included in the budget. He

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

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

Oyula to pick he telephone and call Mr. Deepak Kamani. It was after this call that $e 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 letter to the company using an address that was on the file, which

he then sent by fascimile.

Paymenl Advice Number Amount Date paid

07376 1

093736
093864

23-10-2001
22-12-2003
04-03-2004

Total $ 4,7 44,444.44

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

Githongo a copy oi the letter that Mrs. Mwatela linally brougnt but had never done so. One occasion,

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

state House and left it with his secretary (as Mr. Githongo was absent) only t0 retum after a few

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

ongoing investgation and the reluctance by Hon. Mwiraria, MP to release it was evidence oi

reluctance to lacilitate the investigations.

On 'l6h June 2004, Mr. Githongo leamt that a further Euro 5,2 million had been refunded He later

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

called lnlotalenl

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 proiect, all these funds totaling almost Kshs. 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.

Mulhaura, who accused him of leaking information to the media and that thereafler he become aware

that there were plans to remove him from Slate House in a reshuflle ol the govemment, and to have

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

2004 by Ambassador Muthaura on the progress in the govemment in addressing conuplion further
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Mr. Githongo inlormed the Committee that on 'l6tt June 2004, Mrs. Jaclnta Mwatela, a senior offlcial

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

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

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

paid to Anglo Leasing as follows: -

$ 9,00,000.00

$ 1,922,222.22

$ 1,922,222.22



isolated hlm because, according to him, the statement was untrue and appeared like an attempt at
covering up on he investigation.

Thereafter, on 28t'June 2004, in a meeting at state House, involving Ambassador Muthaura, Hon.
Murungaru, MP, Hon. Mwiraria, MP and Hon. Murungi, Mp, the stati House confoller Mr. Hyslop
lpu, Mr. Githongo, the role of Dr. Melvyn Kettering, who was the subject of wide coverage in the daily
newspapers, was discussed, According to Mr. Gihongo, the president had previouily wanted to
know who Dr. Kettenng was since there was evidence of his involvement in several securiiy conbacls.
on a previous occasion, Mr. Mwangi and Ambassador Muthaura had said they knew Dr. Klftering. ln
the light of the media revelatjons, which had considerably upset tre president, they then claimed-they
did not know him.

on 28h June 2004, Mr. Philip Murgor, the then Director of public prosecutjons, called lvlr. Githongo to
ask him about the progress in the dispatch of letters rogatory (these are legal documents trat eriable
investigations t0 be undertaken outside ttre 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 counhjes
where cheques to he cenfal Bank had been sent from. Mr. Murgor informed Mr. Githongo tlrat i,,lr.
Alired Getonga had called him to express disquiet about the dispitch of the letters rogatory and to
ask that they be wihdrawn.

on 2'l't 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
rogatory had been dispatched. when Mr. Murgor confrmed that the letters had been dispatched, Mr.
Getonga hen 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 tetters.

lJr. Githongo discussed with the committee a reshufile of the govemment that took place on 30n
June 2004, as a result of which he was transfered temporarily from state House to the MjnisW of
Justice & conslitutjonal Afrain. when he anived in the Ministry, Hon. Murungi, l\4p who had tiren
become his boss, explained that he had done his best to save Mr. Githongo bui Hon. 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 them.

when on 2"d July 2004 the transfer was reversed by the President he appeared unaware that he had
kansfemd Mr. Githongo in the first place. Mr. stanley Murage, who was then an official without a
deslgnated 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 statement.

At he beginning ofAugust,2004, Mr. Dave Mwangi gave Mr. Githongo a document titied'Summary:
security contracts under special Purpose Financing Vehicles in the ofiice of he presidenf. The
documenl appeared to have been the subject of the meeting of 28h June, 2004 between several
senior officials and he President. whereas lvlr. Githongo had, for months been trying to establish the
connection between Mr. Deepak Kamani, Dr. M. Kettering and Anura perera in the sicurity 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.

Grthongo. 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

document.

On 9t'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 confacts,

which commenced during his watch at Treasury, were signed. Mr. Mwachofi informed him that he
lntemational Monetary Fund had hired the services of the British Merchant Bankers, Lazard Brothers

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

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

fore nsic laboralories contracl

Mr. Gilhongo informed the committee that lowards the end of August, 2004 Mr' Dave Mwangi called

to inform him hat 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 ffice of the President

of the Govemment of Kenya.'. This brought the amount of money paid back to Kshs. 'l billion. Mr.

Mwangi however, denied the account by lvlr. Githongo as to how the cheque from silverson 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 ontacted Mr. Githongo requesting for a meeting in London. Mr.

Grthongo isked him to put his request in xaiting, which he did, and then Mr. Githongo declined to

attend the meeting.

on lstseptember, 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 mobilizition" canied out on behalf of their political party and t!a] U9n

ii/urrngrru, Mp and Mr. Getonga werc in charge ol the resource mobilizatjon. He indicated that the

President was aware of their activities.

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

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

eflorts of the party. Dr. Murungaru, MP strenuously denied any knowledge of, or invotvement 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

relunds of 
-money, 

there would be a special audit of the security conkact, by the Controller and Audit

General. Mr. Evan I'twai, tre contrcller and Auditor General ommenced an audit ol he conbacls

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 offlce and pointed out that he was surprised by the

discoveries i'e 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 contact, the conlract lor

the building ol a navy ship. His letter to the Permanent Secretary in charge ol Defence. led to a

meeting be-tween him, tire then Permanent secretary Mr. Sammy Kpngu and Ambassador Muthaura

and Mi. Mwangi. Ambassador l,4uthaura said he would send to l\,,1r. 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 conhacl for the navy ship was linked to Mr.
Anura Perera, who in late December, 2004 sent General Mohammud Mohammed, the retired chief of
General staf, to Mr. Githongo asking for an appointnent so that he (Anura perera) would explain by
himself. His prjmary complaint, according to General Mohammud, was trat ihe efforts'of Mi.
Githongo were holding up his payments al he Treasury. Thereafter, the permanent secretary to he
Treasury Mr. Joseph Kinyua, informed Mr. Gihongo thit he was under tremendous pressure fom his
minister and Ambassador Muthaura to pay sorne of he contracts under audit. Ti,is pr.rrrr. *.i
also being experienced by the confoller and Audilor General Mr. Mwai who was expected to
complete his audit as quickly as possible so that the payments could be made. Together, they tied to
strcnghen each other to wthstand the pressure in an effort to expedite matten. Hon. Murungi, Mp
suggested a meeting between himself, Hon. Mwiraria, Mp and Mr. Githongo to find a way of iaying
these contracts transparenuy. He explained that party elections were around ttre comer jnd thai6i
financing of the electjons 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 ii
respect of the questioned securjty mnfacts, wote to the permanent secreiary, Treasury, Mr. Joseph
Mag_ari on 13n May, 2004 seeking his clearance to honour he 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 lollowing day, the Govemor of Central Bank wote an identical letter to

!!'. oyula, as lilr. Magari was relieved of his duty on the same day. I/r. oyula replied on 21st lvlay
2004 giving the Bank a list, out of the questioned contacts, of what the Bank ihould honour. The resi
were not honored and according to the govemor, have remained unpaid to date.

Later, in the company of Hon. lVurungaru,MP, Hon. Murungi, Mp again suggested that the payments
must be made at once again, they admitted that all along hese contracts were lor purpose of
llnancing pclil.ics. Mr. Gi,hongo said he was greatly surprised by tlris complete opening up by Hon.
Murungi, MP and Hon: Murungaru, MP to him, who showed no concem that he, may report them to
the President. He then realized that this nould be the final act and that havlng bared heir souls to
him, his position was untenable. On 24h January 2005, Mr. Githongo resigned from the govemment
while on a trip to London.

There are three legitjmately 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 reglstered companies is Sagaar Associates, registered in Liverpool in the United
Kingdom. lts direclors are Sudha Ruparell, Chanlal Kamani, Deepak Kamani, Ashwin Kamani and
David Dogle. The two companies are, therefore, contro ed by or associated with Mr. Deepak
Kamani. The third of the legitlmate companies is LBA lnternitional registered in Scottand with
Andrew McGill and Mrs. Ludmilla Katuschenko lVlc Gill as the directors.

lnterconnectedness of Companies

Mr. Githongo testrfied at tength about the inter+onnecled nafure of the companies that have been the
benellciaries of the questioned secunty contracts awarded by the govemment between 19g7 and
2004.

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 lhe same as
Dynatech lntemational, a company whose existence has not been established and which has as a
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director Dr. Metvyn Kettering. Dr. Kettering is also a consultant in LBA lntemational. LBA

lntematjonal was awarded five security conbacts in Kenya, the lirst in 1997 for U$ 246 and two

others in 2002 for Euro 5.6 million and U5 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 mntract in 2003 for Euro

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

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

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

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

ofiice of the President in 2004, a reimbursement for a downpayment for a contract t\at did not

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

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

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

SUMMARY OF EVIDENCE GATHERED FROM OTHERWIINESSES

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

Home Afiairs

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 
ol the sub judice rule,

sirice 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 participatlng in the

proceedings of the committee on the grounds of the sub judice rule, notwithstanding the

Committee's decision on the matter.

ln addition to the sub judice rute, Mr. Mwaliko claimed the right against seltincrimination, which he

said is provided for under sectjon Ii of the Constitutron. His argument was that answeG given to the

Commiitee might be used in respect of the pending court case to his preiudice'

The committee allowed Mr. Mwaliko, in the circumstances, not to answer questions il he considered

that it would be self-incriminating to do so, and his testjmony was taken on that basis.

Mr. Mwaliko read sectjon 22 of the Constitution, which provides as follows:'

.WheretheVice-Presidentolanyoth€,Ministerhasbeenchargedwiththe

responsibility lor a departrnenl of Government, he shall exercise general direction and

contoloverthedePafunentandsubjecttothaldirectionandcontrol,every
depednent ol Govimment shall be under the supervision of the Permanent

Secrelary."

According to hlm, therefore, the director and controller ol the Ministry of Home Affairs, for which he

was the 
-Permanent 

Secretary at the relevant time, was his Minister, H E. the Vice'Prestdent and

Minister for Home Affairs, Hon. M. Awori, MP.
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The genesis of the procurement of Passport lssuing Equipmenl project, he said, was that the Ministry
received proposals lrom varjous companies. one ol them was'from Souh Afrjca, another from
canada and a third company Francois charles oberthur Flduciaire from France. some time in August
- the Ministry received a proposal from Anglo Leasing & Finance Limited which indlcated that iley
could finance the project. The French company was not able to finance the projecl and would have
had to look for a Jlnancier. !{hen the negotiations sta(ed, Mr. Mwaliko took he'necessary guidance
from his Minister, whom he kept adequately iniormed, and tre Minlster was fully involved.

Mr. Mwaliko said he had almost daily meetings with hls minister, the Vlce-president and that he was
fully aware, after being adequatety briefed.

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

whereas Mr. ll4waliko produced to the committee the Memorandum in vlhich the Vice-president
auhorized him to submit the proposal on Anglo Leasing to Treasury for its evaluation and approval,
he refused to produce his own memorandum, dated 5r, september, 2003 through which he had
briefed the Vice-President and Mlnister. He exptained that to pmduce to the committee his own
memorandum would compromise his court case.

Mr. Mwaliko explained that he withheld his letter dated 5h 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 27rr August 2002 involving the Treasury, himself, principal
lmmigratjon officer and the Director of Govemment lniormation and Technology Services (Glrsj to
discuss he need to develop a comprehensive system of the lmmigration Department. out of the
meeting it had been agreed that GITS prepares a comprehensive proposal on he matter for further
consideration.

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

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 mnsidered 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 woutd be compromising his court
case.

Mr. Mwaliko was not sure whether or not Anglo Leasing & Finance Limited had been paid by he
French company (Francois-charles Oberthur Fiduciaire) to start implementation of the project. He
said that when he tefi office in May, 2004 implementation had began.
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Mr. Mwaliko declined to answer questions as to whether he had heeded he advice given to him by

the Attomey General's office in a letter dated 13n September 2003 where he Attomey General

advised trat his Ministry should perform due diligence on Anglo Leasing. He explained that to do so

would compromise the case against Mr. Magari and a Mr. Wilson Sitonik.

Mr. Magari, on the other hand, testiied that no due diligence was done, or necessary, because Anglo

Leasing and Finance Limited was already doing business wilh the govemment.

Mr. Mwaliko testified hat he was involved in the preparatjon of the ministerial statement issued on

27h April 2004 by the Vice.President. The statement uras a collaboraWe eflect between him, The

Vice President, Hon. M. Awori, MP and Amb. Francis Muthaura, Permanent Secretary & Secretary to

the Cabinel

Mr. Mwaliko denied that Mr. Githongo ever called him to advise against the issuance ol the ministerial

statement by the Vice-President. He said that he never al any time, talked to Mr. Gihongo on the

ministerial statement, or on any other matter.

On the queslion that he acted improperly in he award of a very large conbact to a company whose

principals he does not know, Mr. Mwaliko sought refuge in the pendlng court case, {ailing to answer

the question.

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

that he has never met l\4r. Deepak Kamani.

According to l,/r. Mwaliko, the French company (Fnncois-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 Flyn who was said to represent Anglo Leasing &

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

Mr. Mwaliko said that Mr. Merlyn 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 intrcduced himsell as a British National, although Mr. Mwaliko then

understood him to be an American.

Mr. Mwaliko denled ever having met Mr. Kettering in the Office of the President in Harambee House

where, before he became a Permanent secretary, he had worked for nrcre than 18 years. This is

despite the lact that Mr. Ketlering also had an offlce there.

Hon. Kiraitu Murun0 M P (former Minister fo r Justice & Constitutio nal Affairs)

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

legal advisor, Mr. Kioko Kilukumi. The committee explained to him hat the purpose of calling him

was to atford 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

testifying before the Committee. These may be summarized: according to Mr, Kilukumi, the l\,tinistry

ol Justrce and Constitutional Affairs, for which Hon. Murungi, MP had been the Minister during the

relevant perlod, had not been engaged in the procurement that was now the subject of the query
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Hon. Dr. Chris Murun aru MP ff0 rme r Minister of State in the Office of the President)0

Hon. Dr. Murungaru, MP, appeared before the Committee on 2nt February 2006 and mised issues
almost idenUcalto those raised by Hon. Murungi, lVtP.

ln answer to Hon. Murungaru's objections, the Committee made a number of rulings, which also
apply, to the objection by Hon. Murungi, MP. Wlth regard to lhe objection that thii query in the
subject of the sub judice rule, the Committee ruled hat Hon. Murungaru, Mp had not been tharged
wih an offence arising lmm the tnnsactions under query as to amount to sub pdice. Further the
Committee made the lollowing findings:-

The rule ol sub judice contnued in Standing order N0.74 is based on parliamentary practice.
wheher a matler is sub judice 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 ol 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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belore the commitee and, in the circumstance, Hon. Murungi, Mp had no useful information for the
committee; secondly, he committee, in taking lvtr. Githongo:s evidence, was plalng he role of an
investigator which was outside its powers as provided on 

-standing 
Order No. 'z; 

tti,tty, tt at ti,e
chairman of the committee had been quoted in tre media to havi said while in London, where he
had gone to take Mr. Githongo's eMdence, that the evidence was wholly true. This according to him
was evidence of bias; fourhly, here were several cases pending in court against a numbei of civil
servants arising from the queried transactions and that tlre matter was therefoie, sub judice and could
not be dealt wrth by the Committee; fifrhly, under section 46 ol tre Ofhcial Secrets Aci, a public oflicial
is forbidden from disclosing to unauthorized persons information obtained in the course of
employment. Hon. Murungi, MP as minister had been a public otficer, and was mvered, in relation to
the committee, by this rule; sixthly, that under section 1g of the National Assembly, (powen and
Privileges) Act, the consent oi the President is required belore a public officer can give evidence on
naval, military or airforce afiairs to a committee of the Assembly; and finally, that undlr sec on ,132 

of
the EMdence Act a public offcer 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 lo Mr. Githongo dossier in the
media meant that Hon. Murungi, MP could no longer receive a fair hearing before the committee.

Mr. Kilukumi also expressed doubt as to the impartiality of the committee. According to him, the
Anglo Leasing contract and similar other contracts, had been approved by he KANU administratron
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 administratjon.

For the reasons contained in he objections by his advocate, Hon. Murungi, Mp said he was unable to
give evidence before the commjttee 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.



On page 624, Erskine and May wnte:

'Ihe Sfatemenl of the House's practise with regard to mattelrc thal are awaiting
judgment makes no mentions ol proceedings in Se/ecf Commiltees. l'levertheless, the

principte that such matters should not be preiudiced by public comnent holds good in

Serecf Commitlees. The bar does nof howevet oPetate when evidence is being laken

in private and since lhere is no restiction on the ight of lhe House lo legslatg the

proceedings ol a Select Conmitlee, lor erample, on a Bill, need not be effecled by it et

all."

The Committee, therefore, concluded that the sub judice rute would not afiect 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 Piesident. Sinceconsenthad not been sought, any partofthe query that concerns

military contracts would not be open to the intenogation ol the committee

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

to answer questlons put to him by the committee.

The Committee further pointed out the opinion of the authoritative Erskine and May parliamentary

practice on sub judlce in he following terms:

"Ihe House has resolved that no mafter awaiting or under adjudicalion by a courl ol
taw should be brought before it by a motion or other'tise. This rule may, however, be

waived at lhe discretion ol the Chair and exceptions have been made on matters

belore courls which relate to ninisleial decisions ot concern issues of nafional

imporlance."

Mr. Fred O iambo Advocate for the Advocates of the An o Leasin0 EF inance Co, Ltda

The committee heard the testimony of Mr. Fred ojiambo, Advocate on 22nd February 2006. Mt.

Ojiambo confirmed that he had plaied advertisemenb in tocal newspapers on 12ur May 2004 and

again on 25h May 2004. The first of the two advertisements was in respect of Francois charler

Oierthur Fiduciaiie, a mmpany 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 ol solicitors, Powell Forman Kelly LLP of Lrverpool,

United Kngdom. The content of the advertisements had been prepared by the solicitors and sent.to

trim by fasiimite and all he did was to arrange for publication in lhe press. His client' under the

circumstances, was the trm ol solicitors and not the two companies they were puryorting..to

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

content of the advertisement.

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

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

believed ti be clients of Mr. Ojiambo, for the details about their shareholders and directors. Mr.

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

lult. Githongo'= letter to his client. He added that the nexl thing that happened is that he received a

summons irom he K{CC requidng him to appear before them without particulanzing the matters
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under investigation. He responded to the summons in writing explaining what he considered to be the
applicable legal limits to co+perating with their invesugationi. r.text, xAcc caused him to be anesLo
on he gmunds that he had failed to attend court.

lvhen 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 faited to do so and hat the magistrate ttren oraereo-nii
release.

Mr. Ojiambo said he was not aware of any high level concern about his anesL He was not mntacled
!y any person in authority during or after the anest and he was not aware that there rraa ueen any
high level inlervention which resulted in his release. He said hat, in retrcspect, the allegations aboui
high level interest in his anest is quite believable as this would explain pressure that KACt was under
instructions to anest him, even without any iustifiable cause.

Regarding the subsequent developments on Anglo Leasing and Finance Limited, Mr. ojiambo
informed the committee that he had wrjtten to his ciient, the firm of solicitors, to take up rri, co'ncems
about the possible dubious nature of Anglo Leasing. However, he deciined to olsctose to tire
Committee the exacl nature of his mmmunications with the firm of solicitors in this respect, claimint
that to do so would be a breach of advocate/client confidentiality.

CENTRAL BANK OF KENYA (CBK)

The CBK was represented by:
. Dr. A. lvlullei- Govemor;
. Mrs J. Mwatela - Deputy Govemon
o Mr J. Bett - Director, Lrtemal Payments & Fcreign Exchange Resei.ves;. Mr J, Gikonyo - Director, Govemo/s Office;
. Mr J. Blrech - Deputy Director, Extemal payments & Foreign Exchange Reserves;. Mrs J. Kamita - Senior Assistant Manager, Extemal payments & Foreign Erchange Reserves.

The Govemor was informed that the Public Accounts committee had preMously met a team from the
cBK in June 2004, when the delegation was led by the then Deputy Govemor oithe bank Dr. sambiti.

The committee asked the govemor to explain payment ol Euro g56,700 made to Anglo Leasing &
Finance Limited for which the recipient was indicated as ABN-AMRo Bank atthougiithe paym-ent
advice also indicated a ditferent institution as the beneliciary. The Govemor expljined that'ABN-
AMRo in Amsterdam is the cBK's overseas @rrespondent, i.i. il holds funds for cBK and when cBK
wants to transmit funds o\€Beas, it advises ABN-AlvlRO to transmit funds to the beneficiary.

The.Govemor explained the procedure used to originate and make overseas payments on behalf of
the Ministries. TJre Minislries are given blank payment Advices (pAs) which they use to give payment
instructjons to central Bank. The bank checks that the pAi are authenticj are proierly d'rawn,
indicate sufficient details ol the beneficiary, are poperiy authorised by the Accounting officei and the
other authorised account signatories, and that the Ministry seeking io make payme-nt has sufficient
lunds in its accounts with he 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. It was signed by Ms Nancy Kinpa and Mr George o. ouma,
as authorised signatories for the account. Ordinarily, that would hare 6een sufficient tJprocess the
paymenl however, lhe Govemor explained that to give this particular transaction more weight, hey
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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 he then Permanent Secretary/Treasury,

Mr. Joseph Magari.

The Committee asked the govemor whether there were other instances ancund that tjme, or

subsequently, when the bank offlcials found similar payment authorities hat 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 Padiament, the bank stopped payment of various Pay Advices and

sought clarifcation lrom the Permanent Secretary, Ministry of Finance on whether CBK should

proceed. The Govemor confirmed that he took the initialive to seek clarifcation frcm the Ministry ol

Finance.

The Govemor confirmed that while cladfcation was sometimes sought from the relevant Ministry in

terms ol the completeness ol documents, the bank would not ordinarily raise any quenes with regard

to the issue of specifics as to whether a kansaction should be paid or not.

Answering another question from the committee with regard to the specillc Pay Advice above, the

Govemor confirmed that the beneficiarfs bank, to which the ABN-AMRO bank kansfened the funds

on behalf of CBK, was reputable because il was in the system of 'swift'. The Govemor clarifed that

the 'swift' system is a security system used only by llnancial institutions that are handling linancial

tnnsactions and an instttution hat is not oi 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

explalned that they could only vouch for the due diligence procedures that would apply under the

Kenyan Banking Att, including the 'know your customef requirement. However, ttre rules that apply

in Kenya may iot necessarily apply in some other countries. Additionally, the Govemor explained

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

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

ln respect of seeking clarifcation on the validity oi varjous Pay Advice, the Govemor confirmed that

ire initially wrote lo the Permanent secretary, Treasury, lv!r. Joseph Magari, who. was however

dismissed' belore he replied. The Governor wrote again to Mr Oyula who was the acting Permanent

SecretaryITreasury. tv'ti. Oyuta replled authorising payment for certain companies on the list that_had

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

other companies that were on the lisi, however, Mr Oyula also left the Ministry soon after that. The

Govemor wrote to Mr. Joseph Kinpa, who succeeded Mr. oyula, requesting that he goes through the

list and confirm whether teasury was satislied 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 2'1 May, 2004 attaching a list ol Pay Advice (PA) that Treasury had.

authorised to be paid. [/r Oyula's letter also slated that Treasury would write regarding the status of

the other Pay Advices once they found them from their files. The Govemor acted on lvlr. oyula's

Ietter and co;tinued to pay the PAs that Mr Oyula authorised for payment. The value ol the said PAs

totalled US$213.7 million and Euro 218.3

The Govemor stated that they had not received any other report lrom Treasury and consequently,

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

The hree PAs queried bi 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 - USg54.56 million;. Siverson Establishment - Security Vehicles _ US$90 million; and,. Apex Finance Corp - Police Security - US$30 million.

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

The committee also asked the gowmol, in respect of the pay Advice for the Euro g56,700, and in the
process seeking to confirm that the Ministry that was ma(ing payment had sufflcient funds in its
accounts wilh the central Bank of Kenya (cBK), whether tne 

-cax'hao 
also confirmed that Minisw

had an allocatjon of funds intended for the project that was being paid for. The g*..o,.tio itii.i
that it is not within their mandate to confirm that payments ari within the bujgetary .rn.ir:..'.t
paying Ministries.

The 
_Committee 

took he govemor to task on the bank's role in establishing ttre validity or othen,rise of
the PAs before effecting payment. He stated that it is not within the iank,s mandate to confirm
wheher the PA was varid, and represented the requisite varue of goods received or services
rendered. 0nce it has been conflrmed that the pA comes from a bona-fide Ministry, he signatures
are tested and found t0 be correct and tlre particular account found to have suflicieni tunOs, 6ere 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, itre pn wouto stjll have to
be counter-signed by the Ministry of Finance before lt can be submitted b cBK to execute paymeni
consequently, in these circumstances, the Ministry of Finance cannot originate a n,l ano srgn I
wthout reference to the pmcuring Minislry.

The govemor explained that, when the debt is being paid out of tlre consolldated Fund Services, hen
the only lvlinistry responsible for the account is the Minisry of Finance and, in hat case, tlre Ministry
of Finance would raise the pA direcfly wihout reference to the procuring Ministy. This arises
because the lVlinistry of Finance is, by law, authorised to contracl pubtic oeUi. fne proceaure is ttrai

$3lyistl contracts rhe debt (by signing the contract) and, thereafier, the permanent secretary for
lreasury 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 lees for the lmmigri on security project and he second,
us$,744,444, related to the Forensic science Laboratori-es projecl central'Bank of Kenya repaii
the Kenya Shillings equivalent of the amounts refunded to the reievant Ministries as was speciRed in
the remitting instructions. Another company, lnfotatent, also retumed Euro 5,2g7,164 that was
described as commitment fees, while Silverson Establishment retumed us$910 that was arso
described as commitrnent fees.

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

The commitlee demanded to know what corective measures the govemor had put in place to conect
the due diligence and control issues hat could, and trao teo, to trt- toss of billions of 

'shillings 
by the

Govemment and he exprained that some of the measures taken incruded the foflowing:
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a) The bank had become more alert on the possibilities that there could be problems in the

completion and submission of PAs.

b) The Bank had gone inlo discussion wilh the Ministry of Finance to make sure that the said

Ministry was looped into the payment requests coming trom parent Ministries to ensure that such

payments were legitimate and within the budget allocations ol the Ministnes.

c) To impmve the system oi 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 tre Treasury's data bank with the CBK, hence ensuring that as debt is being incuned,

the information is transmitted to CBK. Thereafter, CBK would ensure that only payment

instructions for debt that appears on the database are processed.

Although CBK Act Section 31 and 32, provides lor the CBK to be consulted during negotiatlons of

extemil loans and debt negotiations, the CBK is not always invited to participate in such negotiations.

lf the cBK were involved in the negotjations, it would have a copy of the undentandings and wouH,

when making payments (the stafl would) check against the terms and conditlons of the agreements.

Consequently, the CBK should be involved in such negotlations in future.

There is also a disconnect between Section 31, which requires that CBK be consulted in debt

negotiations, and Sectjon 45, which requires the cBK to honour payments that are generated by the

Go-vemment. 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 measures, which could be done within the existing law:

a) provide advisory services to he Minister for Finance ln the 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 contact

d) Require to receive and review a copy ol 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 / competjtiveness ol the

interest charged on foreign loans and other bonowings;

b) cBK should use its contacts; within the Banking lndustry to assess the credibility ol proposed

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

to provide he required financing;

c) cBK should provide input in the Govemment's developmenl of its procurement regulations (which

is ongoing);

d) cBK should review the systems and management of the Govemment's Public Debt and

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

e) cBK should redesign its documentation, especially in regards to PAs, to enhance kansparency

and build in efiective checks and balances;

f) CBK needs to work with Ministries to build in effective checks and balances and the Ministnes

Among the things that need to be clearly delined are:

. Who in he Ministry should always be required to give instructions to the CBK?

. What inlormation must the CBK have from the relevant Ministry?
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In-r-ilq:: matters shoutd be put into raw to make it possibre 10r the cBK to be much more effective
rn ensunng that payments are as legitimate as hey should be.

AMB, FRA NCIS MUTHAI,JRA - PERMA NENT SECRETARY. SECREiARYTOTHE CABIN ET ANDHEAD F PUBLIC SE CE

Amb'. Muthaura was accompanied by Mr. T. Mwangi - principar Administrative Secretary andAssistant Secretary to the Cabinet.

Amb Muthaura read a wrjtten stalement stating the following, among others:
1. The design, apprcvar, procurement and administration of a secudty project like the Forensic

Laboratory uould be under the responsibirity of permanent secretary, provincial Adminisbation
and lntemal Security, who would be the Accounting Ofiicer.

2. The Permanent secretary, office of the president, secretary to the cabinet and Head of civil
Service is not the Accounting fficer for he Ofice of the presidenl

3. He at no time intedered with or in any way obstructed the invesbgations on the Forensic Lab
project and hat the press Rerease issued by the Govemment on 23i June zooa s.ujt i io .ra,tiythe facts relating ro the Forensic Laboratory propct and in no way prectuded ongoing
investigations.

4' The previous Govemment signed the conr'act for the Forensic Laboratory project in August 20ol .
The_lasl communication by the previous Govemment was dated 1+t' Noiremuer 2002, ilil;gMr Philip sika as the Project Manager. The first conespondence by the NARC Gor;;;;ni;;
this pmject was in March 2003, through a retter from the permanent secretary, provincLr
Administration and National security to the lvinistry of Roads and public works. The letter was
meant to tngger implementaUon of the project as per the terms of he agreement.

5. Thereafter there was communication related to the design of the buitdings, lormation of a
technical implementation committee and availability of adeq'uate land. The immunication wai
between the Permanent Secretary, provinciat Administration and Nationar security, and his
colle.agues in the Ministry of Roads, public works and Housing, and the Ministry ot Envlronmeni
and Natural Resources.

6' The NARC Govemment was regafly bound to honour bona ride agreements entered into by the
previous Govemment unless and until there is an audit query raise-d or a legal basis to oishonour
such agreements.

The agreement for the Procuremenr_of passport rssuing Equipment pro.iect was signed by the
Permanent Secretary, ofiice of the Vice-president ano trainiitry of Home'Atfairs, thipermanent
secretary, Treasury and Angro Leasing & Frnance Ltd on 4th December 2003 and he was in no
way involved in the design and procurement of fre project.
when he special audlt report was compreted, he took immediate action on the reporr reading to
two Permanent secretaries and two senior officers being sent on compursory reave on 13 ay

11 P:l lurther investigatrons by the KACC identjfied 
-three 

other offl'cers *ho *.,. adversely
mentroned in the Forensic Lab and procurement of passport rssuing Equipment projects; the
ofiicers were issued witir leters ol interdiction within bro days of receipt of he letter from KACC.
He received information about the refunds in respect of the two Anglo Leasing projects from the
Permanent secretary, Provinciar Administration and lntemar securi!. He arso counter-checked
wtth ihe Govemor of the central bank about the reiund. He never lrad any contact with or saw
anybody who irientified himself or herself as an employee or owner / director of Anglo Leasing C
Finance Limited.

7
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10. ln line with he then instjtutionalisation of the KACC pursuant to the Anti-Conupticn and Economic

Crimes Act, (2003), he had some discussion with Mr Githongo who had eflectively assumed the

role of Govemment Spokesman on anti+om:ption and who was spearheading several anti
conuption investigations. lt was felt that with the institutionalisation ol KACC, the Departmenl of

Govemance and Ethics should resume its primary function which was formulation of policy and

advising the President, while KACC executes its legal mandate, which was mainly anti-con'uption

invesligalrons. Mr. Githongo might have interpreted this to mean that there was an attempt to

restrict the scope of his work, which Amb. Muthaura stated was not the intentjon. However, the

objectve 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 Commitlee asked Amb. Muthaura to list some of the major

weaknesses found in the procurement sector. He staled that the main problems included single

sourcing since it compromises pricing and quality. The other problem was lack of transparency and

accountability.

He also stated that he lnter.Ministerial Committee on security related procuremenb was not activated

because, after studies to see how other countries do it, the Govemment came up wilh a formula

whereby a project's seority classillcation would be done through ioint consultations between the

procurjng Ministry and the oirectorate of Procurement. All ober procurement lor Ministry ol Defence

or the Police would be done though normal procurement mmmittees. This procedure is more

transparent and results in better conbolfor procurement of security classified goods and services.

The Committee reminded him that according to the constrtution, the overall responsibility of a Ministry

lies with the Minister and asked why he lound it necessary to take actjon against public servants and

not the Ministers. He replied that the Govemment was acting on reports from the Controller & Auditor

General (CAG) and the IGCC, and the reports did not mention the Ministers at all.

The committee asked him to explain the role of the cabinet in approving security conlracts and

whether during his tenure as Secretary to the Cabinet, there were any pmposals for procurement of

security equipment that was tabled before cabinet. He explained that major security projects 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 deflned. He also said

that no security pmjects 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. Specilicalty, two payments had been

made while no work had been done. He admitted that that was one of the serious weaknesses in

some ol the projects because payment was not pegged on perlormance of the projects. However,

this was the responsibility of those charged with making the payment, in this case the Debt

Management departmenl 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 tempocry transfer from State House, Amb liuthaura said that

such appointments and transfers were the President's prerogative. He dismissed any suggestion that

he was behind the lransfer as speculated.

Asked to state his involvement, and the specific role he played in the Anglo Leasing & Finance Ltd

projects Amb lVluhaura 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. He
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stated hat he had never had any communication with Anglo Leasing, either written, verbal or through
telephone,.and hat anything he got about them was from Rccounting officers who were responsibie
for the projects. He also got iniormation from Mr Githongo, wtro kept him informed, and Mi Gideon
Mufua who was the Acting Director of KACC. He also stated emphatically that any information he got
from the above people was shared wifr Mr Githongo.

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

a) Permanent Secretary to the President, hence doing anything that the president wants done;
b) co-ordination of Govemment business. He explained that such co-ordination normally comes

when there are problems or confllcts within Ministries when his work is to bring harmony and
understanding. Therefore, when. things are running propedy, he has no role and every
Permanent Secretary has full mandate with his Minister to manage the afiairs ol their Ministries.
Amb Muhaura also explained that he is the only permanent secretary together with the
Permanent Secretary/Treasury, who are not Accounting officers lor their Ministries. The
Accounting fficer for Amb Muthauc's department, the cabinet offlce, is the principal
Administrative Secretary.

Amb Muthaura clarifed 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 transitjonal monh when
the new NARC administration was setfling down and putting down the administrative structures.
When asked whether he considerered Mr Githongo to have been a perennial liar, or unreliabte, during
their joint penod of service, Amb Muthaura stated that he had no reason to think Mr Githongo was i
Iiar. 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 attentjon.
Asked about having called both Mr Githongo and Mr. Gideon Mutua and demanding tirai
investigations be stopped, he stated that it was untrue and there was no time that he told them to stop
conducting investjgations.

Asked whether he played any role in the removal of Mr ole Ndiema from his post as the principal
lmmigration Ofiicer, Amb Muthaura replied that he chairs a committee responsible for deciding on
interMinisterial ransfers, however, according to him Mr. ote 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 hat the evidence it had received was that the issue of Anglo
Leasing projects had been discussed wjthin Govemment circles for a while before it became known,
The PAC wanted to know why no action was taken at that time. Further, the committee had
informatjon that some of the Anglo Leasing type securjty projects were still on going, and he projects
were being handled by the same individuals involved in Anglo Leasing & Finince Ltd and' the
payments were still being made.

The committee gave the example ol an entity called Apex Finance corporation that was involved ln a
security project lor the police and to whom a paaent had been made on 14 June 2004. Another
lirm, 

_Universal satpace had received a series of payments the last payment being on 24 May 200s.
The PAC also had in its possession a document summarising all the security contracts that had been
done under lhe so-called special Purpose Financing vehicies in the offlce of the president rhe
document cleady 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 wilh the Ministry for Finance hat, for all security related projects, all payments were stopped
and the Minister for Finance ordered for a comprehensive audit on the projects. He stated that the
results of the audit were yet to be discussed by the Govemment but that a decision to pay the
contracts had not been taken.

Mr. Cheruiyot was making his third appearance before the Committee, During the first appeannce,
Mr Cheruiyot objected to giving evidence belore the Committee claiming that it would be sub ludice
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 stjll ol the opinion that giving evidence before the Committee would be pre.iudicial to the

ongoing criminal case as he could give evidence that would subsequentiy be used againsl him. The

Committee explained that Mr Cheruiyot would not be obliged to answer any questions that he

considered prejudicial to his pending case. However, lhe Committee ruled that he matter of what
was prejudicial should be dealt with on a question-by4uestjon basis without li/r Cheruiyot making a

blanket refusal to testty before the Committee. Mr Cheruiyot had requested a postponemenl 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 ol the official records that he

needed to refer to in his evidence.

At the third appearance, 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 Otfice of the Presidenl

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, Office of the President wilh

Anglo Leasing & Finance Company. The 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 he
transaction. Mr Cheruiyot conllrmed that he signed the Forensic Science Laboratories and Anglo

Leasing & Finance Ljmited contract agreement to build forensic laboratories for the Police. He stated

that th'E was after years of consultation for the projecl, and having fulfilled pmcedures and regulations

which were in existence in the Ofilce ol the President and Government at that time.
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The Committee informed Amb i/uthaura that it had received difierent interpretations about the role of
the Attomey General (AG) in the preparation and execution of contracts and legal documents on
behall of the Govemment. The AG had infonned he Committee that the issue of due diligence lies
with the procuring lvlinistry, and not the AG's office. The Ministry of Finance had said that such role
belongs to the AG while tre line Ministries say that the responsibility lies with the AG and Ministry of
Finance. Amb Muthaura stated that the AG should be involved in all stages of conbact negotiations,
but he admitted that sometimes it did not happen. His opinion was that the Attomey General should
advise the line Ministry of the need for due diligence and see that due diligence's accommodated
properly. His recommendatjon was that after the line Ministry has rectifled all the issues raised by the

AG, the contract should still be given to the AG lor final review and to give the go ahead.

Mr. Zakayo Cheruiyot - Former Permanent Secretary, Office of the President

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



Pushed by the Committee to explain in detail his involvement in the project, Mr Cheruiyot stated Srat
the project was initated by the criminal lnvestigation Department (clD) which justfied the need for it
sometimes in 1997 before he was even the Accountng otficer. He stated further lhat during one of
the budgetary meetings where the Office of the President was bidding for lunds for its priority projects,
it was decided that whatever funding was available in the budget iould not meet lhe buo'geting toi
security projects in the office of the President. Therefore, the Minister for Finance, (Hon. chris
Okemo, MP) was directed to chair meetings to come up with financing arrangements or possibilities of
a financing agreemenl Thereafter Hon. c. okemo, lVlp chaired such meetings and Mr cheruiyot
recalled that rreasury officers were the ones who came up with the lease financing concept. Mr
Cheruiyot further stated that the Treasury asked Offlce of the President to explore firms that would
provide thal lease financing. ltwas also decided that cabinet approval would be necessary for use of
lease financing as a plicy 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 Cabinet deliberated
and appmved lhe recommendatrons of the memo. The Treasury and Mr Cheruiyot, as the permanent

Secretary in charge of Administration in the offrce of the President were directed to implement the
project.

Mr Cheruiyot stated that afier the offlce of the President got the draft agreements, they were given to
Treasury to approve the linancing method hat had been recommended. Treasury was also to
approve the financing required and to give approval as to the procurcment procedures that were to be
adopted. Further, as a matter of procedure, the Attorney General's legal opinion was sought. He
received lhe AG's opinion that the agreement was in order and that he could sign it on behall of the
Kenya Govemment. The Attorney General wrole 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 conllrmed that the Cabinels decision approMng 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 lrom memory. He also re-afflrmed lhat a Treasury Committee chaired by
the then Minister Hon. Okemo, MP approved both he policy to be adopted and lhe firm which the
Office if the President had atready negotiated with.

The Committee showed Mr Cheruiyot a doqrmenl which he confirmed to be the extract of the
decision of the Cabinet. The document approved the lease linancing policy and not the company,
therefore, the committee wanted Mr Cheruiyot to elaborate whether there was another appmval 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 Ofiice of
the President.

Mr. Cheruiyot stated tirat the Forensic Laboratory Project was very viabte as curenty, Kenya has to
rely on South Africa or Egypt. The facility would also have been made avaitabte to other countries in
East and Central Africa.

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 identjfied, the Green Belt lvlovement
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objected to furfier excision ol the (Karura) forest. Pressed why the Govemment signed the mntract

without secunng alt the necessary ficilitles including land, Mr. Cheruiyot said hat the ensuing politlcal

resistance could not be predicted.

Mr. Cheruiyot was reminded that aPart from the ccmmitrnenl lees, two other scheduled payments fell

due and were paid although the project had not started. Asked wlry the scheduled payments were

made, Mr cheruiyot stated that he was not in Govemment when the payments were made in 2003.

Asked by PAC w'ho 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 Ofiice of the President could not make a deliberate move

to inform Treasury that the projeit had not taken off, and whether the Ofiice of the President did not

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

PAC's opinion.

Asked by tre committee whether any due diligence was done to confirm the autirenticity of the

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

General'and wmte the AG asking,'wio do lsign with'and the AG told him,'go ahead and sign', so

tr4i. Cneruiyot signed. He stated that the contract was signed in his oflice, however, he could not

,*.ru.t irtro ,igned it on behall ol Anglo Leasing and Financ€ Limited. According to the record, Mr

cheruiyot signedihe contract on 15 Aui 2001 while ttre PS, Treasury, Mr. Mwachofi,. signed on 16

lrs i60i; ti. Jaies on which ForensiiLab and Anglo Leasing Finance company signed was not

indicated. 
' 
Asked specifically whether the Minister in charge of lnternal Secunty auhorised him to sign

tt,. 
"ontrr.t, 

Mr. iheruiyoi stated tirat the Minister of State, Office of President, and his Finance

counlerpart are the ones presented the projects memos to Cabinet' so lhey were aware ol the

contacts.

Testimonv bv Hon. Amos Wako' MP ' Attornev General

According to Hon, Amos Wako, MP, once the views olthe Attomey Cgnerat ('lClf.ay.bt:l^!l't:
intoacco-unt,thepartiesgoaheadandsign.thecontract,forwhichtheytakeresPonslblllty'Uncemls
has been done, the docu-ment is sent bac-k to the AG for what is catled a Legal opinion The purpose

oltheLegalOpinion,accordingtohim,istoassuretheinvestorortlrepersongivingrightslnder.the
contract 

-that 
the ajreement ias complied with the provisions o{ Kenya Law A Legal Opinion'

tfreretore, is a stateirent of comfort to the investor that the contract is legally enlorceable under Kenya

Law.

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

(2001) a;d means,.thaithe "irprny 
has a 

-profession 
al quzlification competence, financial

iesour..r, equipment, managerial capacity and expeience'

on the question ol the non-existent nature of the companies involved in the contract, his view was

that this was the scle responsibility of the procuring ministries concemed since it ,orms parl of the due

li[g.n... tn tt. ..r. of Anglo Leasing, t'he partiel expressed to.him that they knew each other very

weli at that this removed from his ofice the need to advise about verifying the identity o{ Anglo

L...ing i fln*.. Limited. All that his office confined itself with was the provision of advice on the

issue that the ministry raised.



Regarding the obviously disadvantageous terms of the agreements entered into the AG testjfled hat
he tenns of any contract are the result of the dynamics of negotiation. The stronger the
govemmenrs negotjating position, the better the terms it gets out of a contract. The onerou! terms
that are contained in some of the security contracts are, therefore the result of a weak-negotiating
position by the govemment

0n the queston of the fate of the contracts that have been questioned in requesl of which the
govemment has already issued a number of promissory notes, the opinion of the AG on lvhether
these are payable was that it will depend on the terms of each contmct and the e(ent to which there
has been perfonnance in accordance to its terms. He was of further view that the status ol the
contracts will parUy be determined by the findings of the audit by the Controller & Auditor General and
Kenya Anti-conuption commission, wlrich is on going. some of the conracts have already been
performed and the govemment would have to pay. However, for those that are tainted with conuption
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
here can be very many different formulations. Some contracts provide that the law of each party
applies to its side of the contract, or trat private intematjonal law applies etc.

0n the apparent exoneration of politicians from responslbility lor the questionable contracts, the AG
said that it is the responsibility of KACC to investgate and establish culpability and lhat he has only
commenced prosecutlons against those who, in accordance with the evidence by KACC, were
culpable.

On Dr. Kettering, he pointed out that he had specilically directed that investigations against him be
kept live until he is apprehended.

Regarding he enforcement ol the regulatlons that require involvement of his offce before conkacts
are signed, he had bought this to the attentjon of Permanent Secretaries. ln June 2005, his office
drafled 'something" which's under consideratjon by Permanent Secretaries and which will strengthen
the regulations.

on desired legal refonns, he said that he was not sure but he may have put in a provision in the Antj-
Conuption and Economic Crimes Act which makes it an ofience 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 he regulations in their
Ministries and, thirdly, impoved 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. GENESISOFTHE PROJECTS

Forensic Science Laboratory Project

The Forensic Science Laboratory pro.ject was initiated by the Criminal lnvestigatjons Department

(ClD) in 1997 when the then Director of the ClD, Mr Sang, prepared a memo detailing iustilication

ol the projecl lor the Offrce of the President.

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 ot the two

countries. lt was also expecled that other countries in East and Central Afrjca would utilise

Kenya's forensic lab once completed.

During one ol the budgetary meetings where the ottice of the Presidenl was bidding for funds for

its pri;rity projects, it was decided that whatever lunding was available in the budget could not

meet the'budgeting for security proiects in the office of the President. Therefore, he Minister for

Finance, Hon. Chrilanthus Okemo, MP was directed to chair meetings to mme up with Iinancing

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

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

could provide tire lease linancing.

It was also decided that cabinet approval would be necessary for use of lease linancing as a

policy that would be adopted by the Govemmenl A joint memo was prepared between Treasury

and the ffice ol the President and presented to Cabinet.

The secretary to the cabinet sent an Actjon Extract from the Minutes of the cabinet meeting held

on 27 Juty 20bt to tne PS, Provincial Administration. The extract fiom the Cabinet's minutes was

tjtled The Priori$ Security Proiects for the Police Force' and stated that Ure Minister of State

had presented . M.ro..ndr., cAB(01)62, which sought approval for specified financing

anangements for priority security pro,iects lor the Police Force. The extBct indicated that cabinet

noted the contents ol the memorandum and approved:-

i. Use ol Lease Financing as the appropriate mode ol tunding tor the high priority security

projects of housing, transport and lorensic laboratory; and,

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

Cabinet directed the Minister of State responsible lor Provincial AdministEtion and lntemal

Security and the Minister for Finance to take uP the necessary action'

The contract for lhe lorensic laboratory was signed by the then Permanent secretary, Provincial

Administration and Intemal security, Mr. Zakayo cheruiyot and the then Permanent secretary,

T;r;rt, Mr. M Mwachofi, on behilf of the Govemment, and Anglo Leasing & Finance Ljmited

and Forensic Laboratories. Mr cheruiyot signed the contlact on 15 August 2001 while Mr.

Mwachofi signed on 16 August 2001;thedate 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

Spccidl Audit RePorl b! th. Public Accou s Co,n'iide' 36



pressure,.including ob,iectlons by the Green Belt Movement to further excision of the Karura
lorest, fu rther delayed project implementation.

The contract value was US$54.6 million. A sum totalling US$.7 million represen0ng the
commitmenl fee was paid in two instalments on he due datei per the lease finanilng agreJment
despite the fact that the project implementation had not started and no work had been do;e.

Following nising of the matter relating to the awarding to Anglo Leasing & Finance Limited of the
contracl for the Procurement of passport lssuing Equipment project in parliament, and the
ensuing investigations, all the money paid againsi the contract, u6$ 4.7 million, *i 

"t m.a
through the Central Bank of Kenya.

Procurement of Pass port lssuin Equ ioment Proiect

ln June 2000, the Department of lmmigration (Dol), which was then within the ofhce of the
President, initiated a review of its strategies, systems and procedures with a view to addressing
the.issues of inefiicient procedures and informalion system, revenue tosses arising from fraudl
and loqeries involving passports and visas amongst other weaknesses within tre Deipartment.

The DOl released a report in september 2000 recommending that a modem enhanced and
comprehensive computer based system, otheMise referred to as 'lmmigration lnformation
Maragement systems' (llMS) be designed and implemented. The Departnent of lmmigratron
(Dol) requested the lVlinisterial Tender committee (MTC), office ol the Fresident, for auth6rity to
procure a Passport lssuing system through restricted lendering, 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 g January 02 and
communicated to the DOI in a letter dated 5 February 02.

Five intemationally+ecognised firms were requested to tender for the supply of ure system and
three of them responded. After initial analysis of their bids, one firm, AIT lntematr:onal, was
considered as having met both commercial and technical requirements at the quoted price of KSh
622 mlllion. 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 Dol
went to tender while knowing that there was no budgetary provision in that year 200,1/2's
Estimates.

Thereafter, the Do I requested the Permanent sesetary, offce of the president, to procure the
system in year 2002J3. The Dol also recommended a phased implementation over several
yg-ars. The Permanent secretary, offlce ol the President confirmed that the procuremenl would
still be valid through to year 200213. ln Aug 2002, six firms were selecied and invited to submit
bids for the revised tender. Three firms responded by the deadline of 2g November 2002 and
quoted the following:-

.i. Face Technologies. US$9.95 miltion (equivalent to KSh779.2 million);ii. GET Groups - US$10.6 miilion (equivalent to KShB30.1 miflioni;iii. De La Rue - GBt7,95 million (equivatent to KSh1.,l biltion)

ln February 03, a Technical committee comprising the Govemment lnformation Technology
services (GITS) ol the Treasury and Dol evaluated the three bids and concluded that all three d'1d
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not meet the requirements and specifications set out in the lnvitation to Tender (lTl), and were

therefore disqualifed.

Subsequently, GITS apparently advised that the system should be re{esigned and expanded to

cover other operations of DOI including border controls, immigration monitoring and other

components. However, no wntten communication has been provided to suppod this statement,

never the less, the proposed system was redesigned and enhanced to include the following

components:-

. High Security New Generation Passports;

r Secure Passports lssuing System;

. High Security New Generation Visas,

. High Security Visa Issuing System; and,

. Computerisationof machine-readable immigration records.

However, the Principal lmmigration Officer, Mr Ole Ndiema, adduced evidence before the

committee that no such a single system exists anpvhere in the uorld and advised that it should

be implemented in phases. This advise was not considered by the PS. The import ol this advise

was that the contract value would have remained the same as that tendered restrictively in 2002,

and consequently the Anglo Leasing price ol Kshs 2.7 billion was fiaudulent.

The project was now refened to as the tmmigration 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 p6, Offlce oithe Vlce-President and Ministry of Home Afiairs, an apparently unsolicited

technical proposal ,or supply and installation of the lsDCS. Anglo Leasing indicated that it would

supply and install the system through its officially designated systems subcontractor, Franclis-

Charles Obethur Fiducaire of Paril, France. Anglo Leasing also submitted alongside he

proposal a financing agreement for a facility of Euro 3139 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 flrst instalment was due three months afler project commencement'

on 5 September 2003, he Permanent secretary, office of the vlce-President and Ministry of

Home Affain, wrote to the Permanent secretary, Treasury seeking authority lot direct

procurement of the ISDCS; Treasury granted the authority by letter dated 25 November 2003.

on the 5 september 2003, the Permanent secretary, olice ol he vice-President and Ministry of

Home Affairs, wrote a separate letter to the Permanent secretary/Treasury, pmviding details of

the Anglo Leasing proposal and requesting for a Technical review of the proposed system.

Simulta-neously, uie permanent Secretary, Otfice of the Vic+President and Ministry ol Home

Affairs, wrote to he Aftomey General seeking legal comments and advice on the iinancing

agreement submitted by Anglo Leasing & Finance Ltd.

on I September 2003, the Vlce-President and Minister lor Home Affairs wrote a Memo to the

then Permanenl Secretary Mr. S.M. Mwaliko, in reference to Mr. Mwaliko's Memo of 5!'

September 2003. The Vlcl-President's Memo authorised the Permanent Secretary to go ahead

and submit the proposal to Treasury lor technical evaluatjon, submlt the proposed contract

document to Attomey General for legal opinion, and finally to request Ministry of Finance to

consider and appmve lhe project il it lound it viable.
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2.

Il"-.:if1.j:1 the ISDCS project was signed on 4 December 2003 between Angto Leasing &
i-rnance Limited and he Govemment of Kenya; the pennanent SecretaryIl'reaiury and 

-tire

Permanent secretary, Vlce.President and Minister for Home Afrairs signing on behaif of the
Govemment.

when the Public Accounts committee of parliament (pAC) asked he controller and Auditor
General to do a special audit on the_ lsDcs project, the controiler & Auditor Gene;rs ;;;,
dated 5 l,/ay 2004, raised a number of issues including:-

i. The Dol does not appear to have prepared technicar specifcations and rerms of
References for the project so is not clear the basis on which Angro Leasing & Finance
Limited's proposal was evatuated.

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

iii. No explanation was g,en of what the payment of Euro g56,700, to Angro Leasing,
described as arrangement, commitment and administrative fee, represented.

Following the nising of issues relating to the Anglo Leasing & Finance Limited in parliament, the
contract was cancelled and the total amount paid, Euro g56,700 was refunded through the
Central Bank of Kenya.

OTHER SIGNIFICANT QUESTIONS ARISING FROM THE ANGLO LEASING CONTRACTS

The other 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 eviderce was provided to the committee to confirm that cabinet approved the Anglo
Leasing & Finance Limited and other similar security pojects.

The only evidence produced for the committee was cabinet's 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 Angro Leasing gpe
security.related contracts?

The committee was presented with a list of eighteen (19) security related projects that were
funded through foreign supplier/credit arrangements. The committee requested the controlter
& Auditor Genenl lo conduct audits of he lB projects. The Kenya National Audit oflice
conducted the audit and presenled the repod to the Minister foi Finance for tabling in
Padlament. The Minister for Finance has so far not tabled he reporl

lnformation availed to the committee indicates that the total value of the 1g security related
supplier/linancier credit cont-acts was US396.5 plus Euro 30g.1 million (approximately
Kshs.62.6 billion, which represents the equivalent ol 20% of the Kenya Govemment's annuil
gross expenditure. Because it was all committed using debt instruments, the commitrnent
was made entirely outside the Govemment budgetary process.
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Further infonnation availed to the Public Accounts Committee indicates that against the total

commitrnent of KShs.62-6 billlon, approximatety KShs.15.8 blllion had been paid out by 30

June 2005.

The same inlormatjon indicates that competitive bidding, or restricttve 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 contrdcts. ln his evidence beiore the committee, the Govemor of the cBK

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

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

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

The Govemo/s first letter, listing the relevant p€nding payments, was sent to the hen PS,

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

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

same information. Mr. Opla wrote to the central Bank of Kenya on 2'1 May 04 aftaching a

list of Pay Advice that Treasury had authorised to be paid. Mr. 
_oyula's 

letter also stated $at

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

found them from their liles.

Following Mr oyula's dlsmissal, the cBK wrote to the Treasury Permanent Secretary, Mr

Joseph iinpa, who succeeded Mr. oyula, on g Aug 2004, requesting that he goes through

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

whichp.pe'.uthorityhadbeeng...ntedforp"ymen|TheCBKundertooktoholdunpaidthe
relevant iay Advice until Treasury provided the required authority

The Govemor informed the committee that Mr. Kinpa had not responded to their letter. ln

he meantime, he central Bank of Kenya, acting on Mr oyula's letter of 21 May 04, continued

io p.V in. pis that Mr Oyula authorised for payment The value of such PAs totalled

US$213.7 million and Euro 218.3

d)DidtheTreasuryfailtoplayitsRolebyEnsuringthatPaymentswereonlymadefor
Value Received?

Firsttreasuryapprovedtheprojectonasinglesourcingbasis.wellawarethatithadpreviously
p.rr.J ,rOLr'ti,. restricted Lasis. lt is 

-common 
knowledge lhat over-pricing is usually

undertaken under this Practise.

secondly beasury performed the ceremonial role of effecting scheduled payments wtthout

ascertaining wtreiher ttrere was commensurate services or goods delivered by the supplier.

Treasury wis very much aware that this was a lease financing anangement which invotved

thedeliveryofgoodsorservicesbeforepaymentsareeffected,butyettooknoprecautionary
measures to counter+heck.

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

republi;of Kenya. lt failed io undertake due diligince on the financiers and hence the country
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did not benefrt fiom the expertise of the departmenr especiafly in terms of negotiations on
interest, grace period on repayment and guacntee on product which was r.oi..a-to onry
one year lor such expensive equipmenL

The department faired 1o report to parriament on the terms of the extemar credt as required
by law and allowed off budget financing of tre contract.

e) Did the central Bank of Kenya Fair to pray its Rore by Ensuring that paynents were
Valid?

while central Bank mechanicafly efrected payments as per raid down systems, it was not
consulted as required in section 31 of the central Bank of Kenya Act. ThL act requires ttrai
the bank must be consurted when extemar roans are being negotiated. The commiuee was
concemed that wtrile the bank was aware of ib exclusion i; he;egotiations, it none the leis
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 pmjects. A response from Mr.'Josepi
Kinyua the curcnt Permanent Secretary, Ministry of Finince ,is yet to be received to date.

f) Has Kenya Anti'corruption commission (KACC) expeditiousry prosecuted the case and
fairly?

The committee noted that KACC was initially eager to investigate the case. This is
demonstrated by the preliminary report that named the vice presiddnt, Minister for Finance
and their respective permanent secretaries and civil seruants as among the indMduals that
could provide useful information.

The commitee was however, concemed that when he fnal list of names was presented to
the Attomey General for prosecution, only the names of permanent secretaries and other civil
servanb were included. The names of political figures were notably missing and this is inspite
of the constitutionat provision Section 22(3) that gives the ministers lhe power to exercise
confol and direct the operations of ministrjes.

The Kenya Anticonuption commission forwarded files for direclion on prosecution to the
Attomey General in February, 2005 without the results on breign investigaiions. There was in
fact a specific recommendation that foreign invesugations shourd ceasi as players such as
Meryln Kettering muld not be traced. However, the Hon AG advised'that foreign
investigations must continue. lt is difllcult to understand how meaningful criminai chargis
could be prefened without the evidence of foreign players.

The committee heard evidence given by the Iormer Director of public prosecutions Mr. philip
K. Murgof that he was asked to drafl some 'lefus rogatotl lor 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
existence 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-Conuption
Commission (KACC) to prosecute the case tairly given its selective exclusion of political
figures.

(ii) 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 br a year was assigned the case. However shortly before the case took otl
the Chief Magisbate degazetted her as a special magistrate and all the cases assigned

to her stalled. Another magistrate was appointed but she stated hat 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 oJ Public Prosecutions through an anonymous

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

notice revoking his appointrnent and appointing the new Director, Mr. Kerjako Tobiko,

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

others on Forensic Science Laboratory project.

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

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

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

conflict of interest).

Fmm 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

COMMTTTEE ON ANGLO LEASING INCLUOE THE FOLLOWING:.

The President

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

Leasing contracts and the related contrdcts from he time Anglo Leasing became the subject of a
padiamentary 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 crntmcts. Since Mr.

Githongo raorked directly lor the President to whom he repo ed, and since one of Mr. Gihongo's
important responsibilities, according to the evidence ol other witnesses, was the resolutjon of the

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

Leasing contract

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

information having been provided to him, a lacl trat was contirmed in testimony by the head of public

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

was and to ensure hat the funds are refunded.
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(i) The case was registered in court and Mr. Philip Murgor was directed as Director oi Public
Pmsecutions in the case. Since he case was set lor hearing on 23,t May 2005 he went
to murt on that date, indicated that he was ready to proceed and that he had four
witneses to call.



Even if it is accepted that Mr. Githongo never brieted the President, as may be claimed, other persons
also testjlied hat the President received appropriate brieling. These included Hon. Mwiraria, Mp, and
the Head of the Public Service and Secretary to the Cabinet, Amb. Muthaura.

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

Vice President & Minister of Home Aflairs

The Committee also considered the evidence received in respect ol 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 Vlce President wanted the
Committee to believe hat he only had a peripheral role in he processing ol the Anglo Leasing
contracts, his rivould be an aMication of his responsibility. A s a Minister section 22 (3) oi lhe
Constitutjon requires that he exercises directjon and control over his ministry.

The Vice President in his evidence explained to ttre Committee trat it has been the practice br the
Permanenl Secretanes b perform many tasks in tre Ministry wihout reference to his Minister, That
Ministers may not even be aware oi he progress ol any implementation once a policy document has
been approved and ,onvarded to he Permanent Secretary. The Committee however established that the
law is not in agreement wih 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 lnvolved in the implementation ol 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 o, the contIact and was kept informed at every stage. As evidence of his involvement
which the commlttee accepts, the Permanent secretary wrote to him a brief dated 5h September,

2003, and in which he sought the guidance of the Vice president. The VP gave his approval via a

memo dated 8t, September 2003. In the Memo, the Vice President auhorised 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 infonned about the project.

Secondly, on the Mce President to read a ministerial statement in Padiament in which he exonerated

himself from any wong doing in respect of the contract and further inlormed Parliament trat the
passports contract with Anglo Leasing & Finance Limited was valid. ln the light of subsequent events,
this statement was misleading. The Mce President could only have read the ministerial statement
with either the intentjon of facilitatlng a cover up, or he was unconcerned as to whether or not the
statement was true. The responsibility to verify he lacls in the statement cannot be delegated as the
Vice President tried to do wtren he testifed before the Committee. The Committee was concemed
that even affer more information emerged, the vice president has never taken the liberty to apologise
to parliament which is furlher testimony that he has litlle or no regard for the supreme institutjon in the

country.

Thirdly, the Vlce President misleadingly defended the reputaton of Anglo Leasing in his ministerial
statement. He chose to justity this on the grounds that he mistakenly referred 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 truh is that Anglo Leasing
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and Finance Limited was, and still is an unknown entity and did not meet the praise, which, in the
event, was calculated to mislead. Whose responsibility was it to verify the facls for him? Again, the
Vice President must take responsibility for asserting that Anglo leasing was a company of good repute
when the evidence available is contrary.

Fourthly, the Committee accepts the evidence of Mr. Githongo that he wamed the Vlce President
before the contract with Anglo Leasing was signed, hat this was a questjonable contact.
Notwithstanding his waming, he abdicated responsibility which allowed Anglo leasing to sign a
contIact that was outrightly disadvantageous to the public interest.

Fifthly, the Committee accepts the evidence of Mr. Githongo that he briefed the Vice president on his

concems about Anglo Leasing during the lunch meeting in his house. lndeed, the Vice President also
accepted that he was briefed by Mr. Gihongo on many issues. His inaction, when his ministry was

involved in a pmcurement process that was questionable is completely inexcusable.

Further, it would be difflcult to believe that a head of a critical deparlment such as immigration and

even then under scrutiny could be moved without he knowledge of at least the Vice President. This is

a small ministry with one otflcer who had done a commendable job in refusing to panicipate in the

inegular procurement process. The Vice President never defended the trans{er of the Principal

lmmigration Officer (Mr. 0le Ndiema).

For the foregoing reasons, the Committee inds that a case has been made out for investigations into

the conducl of the Vice President, Hon. Moody Awori, MP, in respect of procurement of passport

issuing equipment contract.

The Minister for Finance, Hon. David Mwharia, MP displayed a most cavalier attttude towards the

Anglo Leasing and related contracts, failing to give the much needed leadership in the search for the

resolution of these contncts. To begln with, according to his owtt 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 ol the Committee, Hon. Mwiraria, lr/P displayed great lear in finding

out who was behind the Anglo leasing contracts, as if he already knew.

The evidence of Mr. Githongo, which the Commtttee accepts, was that Hon. Mwiraria, MP had

instrucled 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 ol expensive trips to Europe that were made by law enforcement

otficers with a view to establishing the owners ol Anglo Leasing when, all along, Hon. Mwiraria and

his Financial secretary appear to have known them. Mr. Oyula's owtt testimony also confirmed hal
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. Mwiraria,

MP as authentic which is supported by the recorded conversation between them in which Hon.

L4wiraria, MP states he country will fall if the investigations continue.

When the Anglo Leasing confacts came under queston, other Anglo leasing lypecontracts that were

also in place with various govemment departments also came into question. The Committee notes

that he Central Eank of Kenya, which had outstanding Pay Advices in respect ol these conltcts
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sought the direction of he Treasury on whether, in view of the questions on Angro Leasing, these
contracts should be paid or not.

Although Hon. Mwiraria, Mp knew or these contracts, and arso of the Bank,s inquiry, he faired toprovide leadership on how these should be dealt wrth, allowing matters to drift on their own. As i
result, until the time he resigned, he had not addressed this proilem. some of the .ont..t. r.,.u.lin
the meantjme, been paid and others will continue to be paid in fufure.

Hon. Mwiraria, MP ordered a special audit on the Anglo Leasing contracts. The National Audit office,
in pursuance of the audit, sent the audit query to the Treasury-in October 2005. This has not been
replied to and is holding up the production of the audit report. Hon. Mwiraria,s ,.rpo*. on t i, *.,
that it is not his work but the,,vort of the pemanent secretary to dealwith such matters.

The committee notes that Hon. Mwiraria, Mp has already resigned his position as Minister for
Finance. The committee is concemed that in the evidence, iton. [t*i,.,ir, Mp was either;;i ;ghily
incompetent and was ovenvhelmed by the responsibilities ol his otfice, or was deliberately remiss-wittr
a, view to giving the Anglo Leasing principals an advantage. The committee recommends that he
should also be investigated with a view to taking appropriate action.

Hon. Kiraitu Mu runqi. MP. Former Mini ster for Justice & Cons titutional Affairs

Hon. Kiraitu Murungi, MP was the Minister lor Justice and constitutionat Affain. lt was one of his
responsibilities to provide leadership in the fight against coruption. The evidence receivea uy ilre
committee indicates that Mr. Githongo enjoyed a good personal relationship wrh tton. lrturungi, Mp.
Hon. Murungi, MP also had a good personal relationship with Dr. Murungaru, Mp with;ho;,
according to Mr. Githongo, he shared a history. Throughout Mr. Githongo's tienuie at state riouie,
Hon. Murungi, MP had a conflict of loyalties. He owed friendship to Mr. 6ithongo at a personal levei
and, perhaps he also owed Mr. Gihongo a protectrve duty, as the Minister i-n charge ol the anti-
qTuption progmmme. Bul he also owed a duty of friendihip to Hon. Murungaru, i4p ano nrreo
Githonga and, perhaps, also a duty of loyalty. Hon. Murungi, i/p casts Hon. M-urungaru, Mp as an
agg ressive 

.pe 
rson, whose qualities are neressary for raising party funds together witi Giihonga and

hence required protection. Hon. Murungi, Mp failed to orer tr,li. Giiirongo undiuided support altiough,
from time to time, he played the rore of an infomer to Mr. Githongj, giving him eairy waming-oi
impending danger.

Hon. Murungi's role as an emissary is arso revealed in the case of Mr. Githongo senior, whose
problems are used to exert influence on his son. The committee accepts evidence aboul the
discussion between him and Hon. Murungi, Mp as authentic which is further supported by tape
recorded conversation between them. The committee fnds that there is credible evidence to .ugg;si
that Hon. Murungi, MP gave protection lo Angto Leasing principals. The committee further finds-ilrat,
based. on Hon. Murungi's various discussions, the principars behind Angro Leasing projects ra,ere
probably a front for persons wilhin president Kibaki,s administratjon.

This would explain lhe insertion with which the Anglo Leasing investigations have been canied out.
The mysterious refunds ol money further suggest this Rnoin!. tt is not possible that independent
Duslness people, whether or not they have complied with their part of a contra4 would so readily
refund money merely because he government has asked them to do so. The ready refunds point to
th-e existence of a ring ol conspirators, who have orchestrated schemes to dehaud the revenue.
when,.the risk of being found out struck them, they were ready to suffer the temporary set back of
refunding more than KShs.1 bilrion to the Treasury, in exchange ior serf-preservaton.
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Hon. Murungi, MP advised Githongo to go slow on conuption investigations in retum for similar favour
being extended on his fathe/s case pending in court. This was obviously a bribe by a minister in

charge of justice punishable under the public ethics act 2004.

The Commitlee was satisiled that Hon. Murungi, MP acted to protect Hon. Murungaru, MP and Mr.

Gitonga and hence obstuct justice given that he was in charge of this ministry. Further investigation

is required to establish his interlerence 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 comrption 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

I

ii

iii

iv

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

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

The former Financial Secretary Mr. Joseph Oyula;

The Head of the Public Service Ambassador Muhaura; and

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

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

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 toilermade solutions for

the ministry, suggesting insider information.

Whereas Mr. l/waliko 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 5t' September to which the Vice-President was responding

citlng that it formed part of his evidence in court.

Whereas Mr. Mwaliko attended a meeting at Treasury on 27h August 2002 at which the Government

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

modemization of the issuance of passports, without waiting lor the proposal, he went ahead with the

procurement of the projecl with Anglo Leasing and Finance Limited.

The Committee linds that lvlr. Mwaliko's actjon in this regard was arbitrary and unilateral.

The Committee lurther flnds it difficult 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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oI him to classify 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
conspirdcy. Mr. lVlwaliko denied ever meeting Mr. Colin Flyn who signed the agreement for
procurement of Passport lssuing Equipment with.

The Committee finds that the pre.printed due diligence that Mr. Mwaliko says was done by his off;cers
on Anglo Leasing was most wantjng. li'loreover, he could not state what exactly was done in
pursuance of due diligence. Moreover, he was contradicted by the Permanent Secretary to the
Treasury Mr. Magari, who said that due diligence was not necessary, and was not done, because
Anglo Leasing was doing business with the govemment already.

Mr. I'ilwaliko also misled tre Committee that all the comments fonrvarded to his office from the
Attomey General had been incorponted in the frnal 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. I'ilwaliko already laces a number of criminal charges for his role in the
Anglo Leasing contmcts but it is of the view hat he did not act alone. lnvestigatjons to establish
those he acted with, and who should stand with him in court, should be under taken.

Mr. Zakayo Cheruiyot, former Permanent Secretary, Office of the President

The Commitlee lound Mr. Zakayo Cheruiyol the former Permanent Secretary in charge of lntemal
Security to be most evasive and unreliable. He appeared not to remember only those matters hat
were prejudicial to him and remembered the details of everything else. For example, he could not
remember wheher it was his ministry or Treasury which sought financing. Mr. Cheruiyot could not
remember whether he performed any due diligence on Anglo Leasing, lVlr. Cheruiyot said he relied on
he advice of the Attomey General that he should just go ahead and sign. The commrttee notes tnat
the signing was based on fullilling the necessary legal requirements as stipulated in Govemment
linancial regulations.

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

The Committee, finds it difllcult to believe that Amb. Muthaura issued an advertisement merely to
clear the confusion that here were two Anglo Leasing and Finance projects. The head of civil 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 therefore the committee is ol the view that the advertisement was calculated to reduce

the mounting public pressure then on actjon to be taken on conuption in Govemmenl

The Committee found it difllcult to believe that the head of civil service could prepare such an
advertisement wilhout he involyement ol Mr. John Gittrongo whose docket/brief included advising the
president on matters on conuption and clearly within his knowledge that Mr. Githongo was fully
responsible.
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Mr. Cheruiyot played a role in the Forensic science laboratory project and not in the passport issuing
equipment. Parliament should therefore order an audit in this project to establish how Cheruiyot came
to sign a contEct with a company he refused to explain how it was sought.
Further inquiry involving persons 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.



ThePrincipallmmigrationofiicer(Plo)wastransfenedwiththeknowledgeoftheheadofthepublic
,J*i..'rr'riy *.iJhe was one oi tn. t.* ofJicers who were opposed to he manner in which the

pl..p"n pi'.i..t -;s handled. ln fact he could not otfer an explanation as to why Mr' Ole Ndiema was

i".ri.rri. ifr. C.mmittee found it difflcult not uelieve that he was not trans{ened because ol being a

'stumbling' block in the passport procuremenl contract'

Amb. Muthaura misled the committee that all security related contracts had their payments stopped

p.^J.S f*i..,i.. of audit Uy Co roller & Auditor beneral (C&AG). ln lact he expressed surprise

i'.n i"nto*.0 by the commiiiee that no payments had indeed been stopped. A decision of such

*rg.iilA; whera bi ions o{ money on variols secunty contracts is involved could not have been

ffi;;.it. clearty the matter'inrovea various ministries and the head of Public service had

stated that one of his responsibilitiei was to coordinate ministries. To date no ofijcial document has

been availed on suspension of payments'

The head o{ the civil seNice as detaited above either deliberately misled the Committee or is

in.irp*.ni in t'i, Outies. Further investigation is desirous to establish these lacts'

Mr. Joseph Maqan . former Permanent Secretary, Trea sury

TheCommitteelindsthatMr'JosephMagariactedandsignedlheProcurementofPassportlssuing
Eouioment contract with full approp'riat. .-rirrontv and cons-ultation with his Minister. His excuse that

;:::i,ffiil;r'..0v o.rls il;;t;;ith tire sovemment and does nol require due dilisence is

i.i.iiill. iii. 
"r]o.nce 

ihat he-briefed his Minister is true and documented'

Mr. Jose h la lormer Financial Secreta Treasu

The Committee finds lhat Mr. Joseph Oyula knows- much.. rytt^ 
th:n he ever volunteered to the

committee. lt is not believable thtt t': ;;ly ;;'t a lacsimite to..Anglo Leasing and Finance'Limited

which ted to a refund ot ,on.y *itt,ori l*lti*i. rt is more likely, and this is supported by Hon'

Mwirana,s evidence, that he calted the pincipals, whoever hey are. After all, he admitted to being

introduced to Mr. Deepak xamani uy'tfre rlte igiri (Financiil Secretary)' considered th: 
?::-?l

ilj;;-;;si; leasing'ano rinance-Limiteo' ti committee finds that there must be a specrar

relationship between Mr. Oyur. anO ntgi; Ltt'ing and Finance- Limited' which made hem readily

heed the request to retund moneyi 
';;ifit;' 

th; iommittee finds lhat there must be a conspiracy

behveen Mr. oyula and n* r',rit*liitp il'i;;t he latter trust Mr' Oyula to the extent of

asking him to seek the refund.

TheletterwhichMr.oyulawrotetotheCentralBankwaswrittenintheheightofinquiresinthe
Narionat Assembty on t. g.nrin.nirr;i;ilb a;;i.g and^similar type con[acts. whereas the

Bank had hoped for a wholistic t*it* ti t"i contracts' Mr Oyula aooears to have interested the

Bank,s request as merely requi,ing th. irfnfrrni of fo-ilistic requirements, so that the Bank could

go ahead and pay. There i, ," "Ji;;;;. th;i'he ever consulted the Ministef on the tundamental

issues such as the lacl that the ;;;;;ts iao att tne lormal requirements. Mr. oyula' therelore'

facilitated the payment for som. .t ri.'p..oirg i rcontracts when circumspection would have led to a

more harvest review of the contracts'

ThecommitteefindsthatMr'Oyulaconsistentlytookrefugeinformalismtogiveadvantagesto.Anglo
Leasing. The committee nror, ir-,ti.i, ,',.t t,ir. oyula ii inescapably one o{ the civil servants that

iiO.O in tt. performance of these questionable contracts'
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The commrttee considers Mr. ovura unreriabre and inconsistent and hence concruded that he wasunwilling to give informafion. tt is difficurt not to uefieve itraiirauinn-*o.o in trcasury for over twentyyears; he was one or the chief archilects of ttre civit servanir u.,ii=p.rot.o the use ot srngre sourcinqfor the procurement of secuntu equipment and hence overpricing ol the same. They had howevei
?",'i":Pd the art of ensuring ihat proper auhorisation was sought and hence dfficurt to find himculpable on paper.

The Role of the Attomev General

The role of the Attomey Generar on.Govemment is provided ror in chapter 9 (nine) of GovemmentFinancial Regurations. The understanding ot *.t'.i. uv i,tr.rent peopte in the govemment isarcording to the evidence, varied. The Hlad of the pruiic ieJce for exampre, stated that theAtlomey Generar shoutd be invorved in a[ stages oit. p..r"rrnt process, and shourd advise theline ministry of the need for due dirigence and irso seestf,.il;; ;lii;.n.. is performed properry.

The Treasury, on the oher hand, expressed the Mew that due dirigence is the responsibirity of theAttomey Generar. Mr. Magari, specificaly, bramed tre nn.r.v e"'.."r for bringing a criminar caseagainst him for lairure to exercise due dirigen:e when the ortvi. a. due dirigenc-e I h n,,li. vrg"r,view, vested in the Attomev Generar himse'rf, L. ntto..vL.i,.r.i Hon. s, Amos wako said tlrat hisofiice should be invorved in afl stages.in ti,. pro.rr.r"nip...., 'iut, 
t.,rr the practice has evorvedthat lhe Attomey Generar is onry contacred at the end. irru onry ior. of the Attomey Generar is toprovide an geinicen to the efiect that the persons who have ,iin.d $. contracr on beharf of thegovemment have the authoritv to bind the govemment. This ie said, is tor the comfort ol theinvestors who would like to feel protecteO wtrei Oeatinl wiin he ioremment.

The committee flnds that whereas the.provision ofthe procurement reguratron empower the AttomevGeneral to participate in al stages, he has not done * in pi..ri.u. ir,i; i;il; il;;;;'il;ilJ
is an abdication of his responsibilities.

secondly, the Aftomey Generar has taken an.unbaranced and partisan view of his rore in govemment

::lErtr .1. fggt: obriged to protecl the interests of b. ri"ig; investors but not those of thegovemment for which he is the advrsor.

Thitdly, in accordance with govemmenr.procurement regurations (2001), section 13 (1) in order toparticipate in public procurement, candidates must quarifi by;.;i;g he following criteria and suchother criteria as the procuring entity considers app.irirt"rnO.itt. circumstances:-

(a) that they possess the necessary professionar and technicar quarifications and competence,
financiar resources, equipment ant other physicar facirities, manageriar capabirity, .ri.ntn..
in the procurement objecl, reputation, and the penonnel to'perfoni the ,ont r.t;,'

(b) that tirey have the legal capacity to enter into the contrdct;

(c) tha! they are not insorven! in receivership, bankrupt or being wound up, their business
activities have not been suspended and they are not'subject otiegat proce;ing; il;il;;
their foregoing;

(d) that they have furfilred their obrigations to pay taxes and sociar security contributions, and forthat purpose, documentary evrdence to be provided by a foreign."ndidrt. to d.m;;taG
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that il meets the cnterjon in his paragraph may consist o{ a Mitten declaration to that efiect

by the 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 procunng. However, due diligence has many components which

include financial due diligence, technical due diligence and legal due diligence, The mle of the line

ministry is to conduct he llrst two aspects of due diligence and further to satrsfy itself that the other

forms ol due diligence have been conducted before it can clear the contract for signature. Had the AG

participated in the negotiations as required by the act, the due diligence process would cleady have

been undertaken.

The Attomey General in giving a legal opinion was merely for the comfort of the financier, it is difflcult

to understand why such a comforl was not required by the Govemment. His ofiice misled the

Committee that all the comments suggested for inclusion in the linal document had been

incorporated. The Oflice ol the Attomey General had raised serious issues and misnomers in he
agreement entered into with Anglo Leasing I Finance Limited. fte Attomey General's office had

questioned why Anglo Leasing and Finance Limited did not pmvide reasons for the adminisbative

iees charges in the agreernent, why Anglo Leasing and Finance Limited should not be paid in Letters

of Credit as opposed to Pmmissory Notes, why the contract does not provide an assurance or a
guarantee that Anglo Leasing and Finance Limited will perlorm its part of the contract, why the

payment is not pegged on specilic performance indicators, why the warranty period is only lor a paltry

0ne year.

The Committee established that many of the comments as lorutarded by the Attomey General's ofllce

had not been captured in the final document yet the Attorney General's oflice approved the contract

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 departrnent 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 entjre 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 he 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 Secretary, Office of the President

Mr. Dave Mwangi was not involved in he Passport lssuing Equipment Proiecl 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 oi the President

without his knowledge. Further that he signed two security contracts with Messrs Globotel and

lnlotalent Ltd.
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The Security contracts all have the same design and bafures. The contacls are all for 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 he supplier are
sometimes related companies. At other times, the supplier is a reputable intemational company.
lnvariably, the flnancing company is a shado,,,/y entity whose exact identity could not be legal-ly
verified.

Features of securi$ contracts

It seems that the role of the financing mmpany 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
oppsed to the line ministry paying for it through its voted funds. This immediately creates disconnect
between implementation of the project, whlch remains lhe responsibility of the line ministry, and
paying for it, which is the work of Treasury. From the documents examined, the committee noted hat
Treasury mechanically remib payment for the contracts without regard as to whether or not, on he
ground, the contract is performing.

ln eflect, therefore, the govemment paid money to the linancing 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. In
the view of the Committee, he collusion involves three levels of people.

First, there are the business people who are involved in the supply of goods and services to the
govemment in security conuacts.

Thirdly, there is the political level. People at the political level do not always document their
parucipation and it is most difficult to prove it ln the Anglo LeasinE conlracts, it took the extraordinary
efforts of Mr. Githongo, an insider in the govemment, to provide evidence of participation of this level
ol people. ln he view of the Committee, politicians provide the space in which the businessmen and
civil servants carry out the comrpt schemes. Politicians give protection from law enforcement in the
event ol the schemes being discovered.

Here below are attachments relating to possible inter.relationships of Anglo Leasing related
companies and contracts.
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Secondly, there are the civil servants. The evidence of Mr. Githongo emphasized the important role
of civil servants in bringing about these sham cofltracls. They are he ones who negotiate the terms
and prepare the documentatjon. They are he first line of possible resistance to the coruption that is
represented by these contracts. They are also he linl line of recruits in these scarns.
Most likely, they manipulated their superiors and also provide inside information to the business
people.



ATTAGHMENTS

ANALYSIS OF 18 SECURITY PROJECTS FUNDED THROUGH FOREIGN SUPPLER/CREDIT ARRANGEMENTS

ProJect

0.ts
Agrrcmcnt

Siqned

Equlpmrnl /
Contult!nt

Suppller

Fundlng I Cradll
Provlder

Maln Typer ot Equlpmert
Congultancy

Forcign
Currency Valua

Tol.l Plld to
Suppll.r.r al

30.6.05

1 Kenya Prisons SecuritY and

Telecommunlcations Proiect Phase

1

1997 LBA Systems LBA Systems Digital Mullichannel Security
Telecommunlcatlons Network

US$24.6 million US$ 24.6 millio n

3

Kenya Police Airwing Project 8.6.98 Sound Day

Communications

Apex Finances
Corporalion

4 lri 17 Helicopters US$36 million us$36,000,000

Exporl Lease Purchase 18.8.01 Leyland Export

Ltd

Silverson

Eslablishment

Security vehicles for Police Not known.

Refunded -
KSh72.8 Million

4 Forenslc Science Laboralory 16.8.01 Anglo Leasing &

Finance Ltd

Anglo Leasing &
Finance Lld

Establishment of a Forensic
Science Laboralory

US$54.6 million IJS$4.7 million -
amount has
been refunded.

Kenya Prisons Security and

Telecomm Project ll

Kenya Police Securily Equlpm€nt -
Addendum 2

19.1.02 LBA Systems LBA Systems Digital Multi-Channel Security

Telecommunicalions Netuork

Euro29.7 million Euro 5,6 million

- Refunded

KSh572.8 million

6 9.4.02 Sound Day

Communicalions

Sound Day

Communicalions
Various securily equipmenl for
lhe Kenya Police

US$30 million US$ 30 million:

KSh2.3 billion &

inlerest
KSh572.8 million

7 National Early Waming System 7.6.02 LBA Systems LBA Systems Supply & lnstallalion of Early

Warning Radar Systems

uS$35 million US$ 16.6 million;

KSh 1.3 billlon &

inlerest
KSh 171.5 million

I Kenya Police Security EquiPment -
Addendum 2

14.6.02 Sound Oay

Communications
Various Security Equipmont for

ths Kenya Polics

US$31.8 million US$18.7 million;

KSh l.8 billion &

inlerosl
KSh 161.5 million

I Bindwidth Soeckum and Netumrk 11.7.02 Universal Universal lndependent Dala Network and US$28.1 million US$ 13.2 million:
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2.

US$90 million

5.

Sound Day

Communicalions



Prolect

Operations Conlrol Pmject

Date

Agr€ement
Signed

Equlpm!nt /
Consullant
supfllr __

Salspac6 (No(h

America)

Fundlng / Credll
Provider

Maln Types ol Equlpment
Con!ullancy

Forolgn
Curr€ncy Value

Tot.l P.ld to
Suppllsr.t at

r0.5.05

KSh 1.2 billion &

interest KSh32

million

Salspace (North

Amenca)

lnlernet Satellite Service Link -
Postal Corporation of Kenya

10. Broad Eand Communications

Equrpment

11,7.02 Space Net

Corporallon

Fksl Mercantile
Securjties Corp

Broad Band Communications

Equlpment for Postal

Corporalion of Kenya

US$11.8 million US$5.9 million;

KSh1.1 billlon &

interest KShB
milllon

11 Kenya Police Alrwing Support
Project ll

12.7.02 Sound Day

Communlcations

ApBx Flnance

Corporalion
Procurement of Operalional
Technical Supporl & Wananty
Servlces M, 17 Helicopters

US$ 12.8 million US$8.1 mllllon:
KSh635 million

& inlerest
KSh69.8 million

Proiect Nexus - DOD 18,11.02 Nedemar
Technology

Nedemar
Technology

Drawing & Execution of
various norks: delivery and

inslallalion of various security

& communication equipment at

the DOD

Total Contracted Pre-December 02

15,7.03 Euro Marine

lndustries

Euro Marine

Industries -
lmpressa de

Financas

lnlernational Lld

Constructlon of Survey Vessel

- One Navy Ship

1s.7.03 lmpressa de

Financas
lnternational Ltd

Euro38.9 million Euro12.5 milllon;

KSh '1.26 billion

US$355 mlllion

Euro 67 mlllion

KSh35 billlon

Euro 10.9 million

Euro1,9 million;

KSh180 mlllion

& interest
KSh63.7 million

Euro'17.8 million
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IJ, Oceanographic SurveY Vessel Euro4.55 million;

KSh432.5 milllon

& inlersst

KSh40.5 milllon



Total Pald lo
Suppller as at

30.6.05

Forelgn
Currency value

Maln Types ol EqulPment

ConsultancY
Fundlng I Credlt

Provlder
ned

Dale

AgreementProject

Euro3.3 million;

KSh313 million

& interest
KSh 124.4 million

Euro3'1.6 millionNavigia Capital

lnternational Ltd
15.7.03

Euro60.2 million
VesselicSSub-lotal Oc ta Euro6.5 million;

KSh613 million

& interest
KSh74.2 million

Euro49.6 millionMulti Channel Security

Telecomm netuork Ior

Administrallon Police

Midland FinanceGlobotlel29.9,03Telecommunication netY,o

Administralion Police

rk For the

Euro5.3 million -
Amount sinco

refunded

Euro59.7 million

Order Securi S lems

lnstallation, commissioning &

eslablishmentof Police Law &
infotalent Lldlnfotalenl Lld19.1 1 .03Kenya Polica Law & Order

(E-cops)
15

Euro956,700 -
amount slnce

refunded

Euro31.9 millionFassport and Visa lssuing

Systems
Anglo Leasing &

Finance Lld
Anglo Leasing &

Finance Lld
4.12.03lmmigralion SecuritY Docume

Control Syslem

nl16.

Euro 1.2 millionEuro40 million

E UI ent

Modernlsalion of PoliceApex Finance

ralionCo oration

Sound Day
17 Modernisation of Police EquiPme nt

& Accessones US$2.7 million;

KSh213.6 million
US$41.8 millionDesign, supply and

lnstallalions of Various

Electronic Facilities

Ciara Systems

lnc
Clara Systems

lnc
20j.04Flagslaff

- NSIS
. NCTC

18

uS$42 million

Euro242 milllon

KShZE billionTotal Contracted posl'0ecember 02

US$397 mllllon
Euro309 mllllon

KSh63 blllionGrand Total
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Equlpm.nt,
Consultrnt

Suppller

Euro9.8 million

14.

17 .12.03



Nedemar
. Security

Clara Systems lnc
. Satellile

Servlces

INTER.RELATIONS OF THE FINANCING COMPANIES INVOLVED IN SECURITY PROJECTS

Sp.clal Audil R.po.l h-y thc Public Accounb Committce

Simoco:
. Police Communicallons

Nelwork - amendment #4

West LB / Slmoco:
. Police Phillips Radio

Equipmenl -Amendment #2

Navlgk
. Oceanographlc

Vessel

Thales Group
. Natlonal Registration

Bureau - 2d generalion

lD Cards

Thales Group
. Nalional Registration Bureau

- System for Classlfying of
Archives Data

Simoco:
. Extension o[ Radlo

Communlcallon -
Phaso lV

Simoco:
. Police Phillips Radlo

Equipment -
Amendmenl#3

Euromarlne
. Oceanographlc

Vessel

Empressa
. 0ceanographic

Vessel

/



INTER.RELATIoNSoFTHEFINANcINGcoMPANIESINvoLVEDINsEcURITYPRoJEcTS(contlnued)

Direclor

Same ddress Same s5

Same ress

Consullant

Same ress

Financi g/Supplier

Andrew McGill

Mrs Ludmill irccill
Katuschosko

Flnancinq

e

E6

ae

E
Shared Dkectors

Oeepak Kamani

HMPai
C Kamani

lnlolalenl Limited ol

S,#itzedand

Globotel lnc

Silverson Establlshmentof

Sheraton Houso -

Cambridga

Midland Financ8 &

Securities ol
Switzerland

LBA International

2 Omega Business Conlre

Sound Day
Corporation

Apex Finance CorPoration

of Switzerland

Melvyn Ketlering

Dynat6ch lnlemationalAnglo Leasing (l)

Anglo Leasing (F)

Alpha lntemalional

Management

Sudha Ruparell

Chanlal Kamani

Deepak Kamani

Ashwin Ruparell

Davld Doyle
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Supplier

ilirjaln Lc3s ng 6

Finance

LBA lnlemalional
- Scolland

Forensic SciencB

Laboratories



(iv) The use of promissory notes as a means of financing government
expenditure should be restricted and vetted to avoid misuse.
Government programmes, whether securi$ related or othenvise 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.

GENERAL RE GO MMENDATIONS

The Committee recommends that:.

The Director, Kenya Anticorruption commission shourd riaise with the
Attorney General, the Porice Gommissioner, and other rerevant bodies
with a view to prosecuting persons who were involved in negotiations
and approval of the procurement ol passport lssuing Equipmen't project.

The Attorney General should ensure that of the eighteen (,lg) projects,
those which have not taken off are legally teiminated 

'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 Attomey General should give the legal
position on the status of the 18 projects.

ln future, no financial agreement should be signed before the relevant
Minister and the Accounting Officer of the procuring Ministry the
Attorney General and, Treasury are satisfied that due diliglnce has been
done on the supplying/financing company. Equally no payment should
be made before due diligence reguirement is complied with.

The Accounting Officer, Office of the president in charge of lnternal
Security should ensure that security equipment is categoiized 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 normal tendering.

Since the Controller and Auditor General has audited the eighteen (1g)
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 Committee
should beformed to deal with National security related issues. lt should

(i)

(ii)

(iii)

(v)

(vi)

(vii)
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have a life length equivalent to the life ol a Parliament and its Members

should bevetted to deal with security projects. Section 18 ofthe 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 Erternal Loans and Credit Act, Cap.422 of the Laws of Kenya.

Although the loans are reported to the House by the Controller 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 Commiltee 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 "acfion

taken repotl" to 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'

bommittees 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 N0,151 which prohibits premature publication of evidence is re'

examined.

(xiii) The Attorney General should move bills in Parliament providing forstiff
penalties on officers who fail to adhere to the lald down laws as well as
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financial regulations and procedures when sourcing for goods and
services on behalf of the govemment

(xiv) KACG should hasten its investigations and make its report pubric as
soon as possible.

(xv) All major government projects whether security related or othenirise
should receive cabinet approvar before the signing of any contract
agreement or payment of any funds. They must also be budgeted for
adequately.

(xvi) since the 18 Anglo Leasing type projects are ail security rerated and the
Auditor General has audited them, the president shourd give consent for
public officers to give evidence before the committee and to produce
relevant documents as provided for in section 1g of the i,,rational
Assembly (Powers and privileges) Act Cap. 6 of the Laws of Kenya.
unless this is done itwill be impossibre to take evidence on the Repois
of the Controller and Auditor General.

AII other recommendations included in the body of this report also form part of
the Committee reco mmendatio ns.

x
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MINUTES OF THE FIRST SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON PASSPORT ISSUING EUIPMENT PROJECT HELD ON
TUESDAY, FEBRUARY 07, 2006 IN COMMITTEE ROOM NO. 9
PARLIAMENT BUILDINGS AT 1O.OO AM

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru Kenyatta, EGH, MP (Chairman)
Joseph K. Lagat, MP
Norman M.G.K. Nyagah, EGH, MP
F Charles Keter, MP
Pahim Twaha, MP
Zebedeo J. Opore, MP
Bi-llow Kerrow, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. C.W. Munga
Mr. J. Ariwomoi

Principal Clerk Assistant
Third Clerk Assistant

MIN. NO.1 2006 EVIDENCE FROM MR. JOHN GITHONGO

The Committee deliberated on current graft revelations by the
former Ethics & Governaace Permanent Secretary Mr. John
Githongo.

The Committee noted that following tl:e reconstitution of tlie
Cabinet in December 2005 a-nd further to ttreir appointment as

Assistant Ministers, t].e following ceased to be Members of the
Committee:

Hon. Ekwee Ethuro, MP
Hon. Adelina Mwau, MP
Hon. Kembi Gitura, MP
Hon. Koigi wa Wamwere, MP

MrN. NO. 2l2OOS ADJOURNMENT

The Chairman adjourned tlre meeting at 11.40 am

Since the Special Audit RePort on the Procurement of Passport
Issurng Equipment by the Department of Immigration was
negatived by ttre House, on a vote members resoived to ta-I<e

more evidence on the project artd prepare a more comPrehensive
report for adoption by the House. In this regard they further
resolved to travel to London from 9s - 16tt'February 2006 so as

to take evidence from Mr. John Githongo after which more
evidence would be taken from other relevant persons.
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PRESENT: T he following Members were present.



HON. IIHURU KEIiTYATTA, EGH, MP
SIGNED........

(crrArRMAN)

15rH MARCH, 2006
DATE
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The following Members of the Committee were present

Uhuru Kenyafta, 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

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

IN ATTENDANCE

NATIONAL ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

KENYA NATIONAL AI'DIT OFFICE

Mr. Anthony Gatumbo - Director of Audit

MIN. NO. 312006 EVIDENCE: PASSPORT ISSUING EOUIPMENT

Mr. John Githongo, tJ:e former Permanent Secretary for Governance
and Ethics accompanied by his lawyer, Prof. Makau Mutua, appeared
before the committee ald gave evidence on the Passport Issuing
Equipment Project.

MIN, NO. 412006 CHAIRMAN'S REMARKS

The chairman welcomed the witness and his lawyer and thanked them
for their appearance. He informed them that Mr. Cithongo would give
evidence under oatJl pursuant to provisions of Section 16 of the
National Assembly (Powers & Privileges) Act Cap 6 (Laws of
Kenya).

The Committee Clerk administered the Oath to
Mr. John Githongo.

Specill Audit Reporl bt the Public Accounrs Comminee bJ

MINUTES OF THE SECOND SITTING OF' THE PT]BLIC ACCOUNTS
COMMITTEE ON PASSPORT ISSI'ING EOUIPMENT PROJECT HELD IN
KENYA HIGH COMMISSION PREMISSES - LONDON ON FEBRUARY 1lTH
2006 AT 9.OO A.M.

PRESENT

MIN. NO. 5/2006 ADMINISTRATION OF OATH



MrN.NO.6l2006 REPORT ON PASSPORT ISSUING EOUIPME
AND SIMILAR PROJECTS

NT

The report to the President was more detailed than the one submitted
to Justice Ringera but there was no materia-l difference between the
two reports. The letters were handed over to the two parties by hand.

The following papers were laid during the evidence:-

(i) Confidentia.l statement

(ii) Memorandum dated 10s May 2OO4

(iii) Suppliers Financing Agreement for Kenya E-cops security, law
and order systems project for Kenya Police Department, between
Infota.lent Limited and the Government of the Republic of Kenya.

(v) Security contracts under special purposes financing vehicles in
Office of the President.

(vi) DVD - BBC Post Production Format Tralsfer Services 020 857
6O444 News-night Kenya dated 8s February 20O6.

(vii)

(viii)

Security related procurements from 20O1 to-date

Copies of letters written to tle Controller & Auditor-General,
Mr. Evan Mwai on security related foreign suppliers, credit
contract dated 3'd arld 10s January 2005.

(i*) CD with three in one recordings.

MrN. NO. A12006 ADDITIONAI INFORMATION

The Committee was informed that Mr. Githongo compiled and
submitted the report of his Iindings on Anglo Leasing B@e contracts to
the President of the Republic of Kenya in November 2005. He gave a
similar report to the Chief Executive of Kenya Anti Cormption
Commission (Justice Aaron Ringera) in December 2OO5 with dillirent
covering letters.
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MIN. NO. 7/2006 PAPERS LAID

(i") Export Lease - Purchase Finarce Agreement No.
Kenya/OP/FSLl2OOl lOl Forensic Sciences Laboratory for the
Criminal InvestigaLion Department (CID) of the Office of the
President of the Government of Kenya.



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 informed that:-

(i) in march, 20O4 the depart$ent of Governance and Ethics was
provided with information which suggested that a non-existent
company ca1led Anglo Leasing ald Frnance had been awarded
a contract by the Immigration Department in the Ministry of
Home Affairs and a 3o/o down payment of about Kshs. 90 mi1lion
had been paid.

(ii) during his investigations into t}te matter he established that
various pa)'rnents were made to non-existent companies and
that the Government had no legal recourse on these pa)'rnents
in the event of non-performance 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 Finarrce (Hon. David Mwiraria MP), Minister
for Justice & Constilutional Affairs(Hon Kiraitu Murungi MP)
arrd lhe Head of Public Service and Secretary to the Cabinet
{Amb. Francis Muthaura) among otJrers who wanted him to slow
the pace of }:-is investigation. When he failed to do so he received
warnings and threats.

(i") he informed the Head of State on severa-l occasions both
verbally arrd in writing but no action was taken on the persons
who had been identified as perpetrators of the project. The
alteged perpetrators were a.lso not alraid of the fact that the
President was aware ofwhat was happening.

(") The Controller ald Auditor-General audited other Anglo Leasing
Brpe contracts some of which had been submitted to t}re Cabinet
for perusal while the others were still being audited at the time
of his resignation. The Permanent Secretary, Treasury was
under pressure to pay the pending bills on Anglo Leasing type
projects from the said Head of Public Service arrd Secretary to
the Cabinet and t]le said Minister for Fiaance.

(vi) the threats spread to his immediate family. The said Minister for
Justice ald Constitutional Affairs, and the former Milister for
Nationa.l Security, Hon. C. Murungaru, MP informed him that
the security related projects were for political financing
purposes and the President was aware of their financing hence
on 24th Jaluary 2005 he resigned.

MIN.NO. 912006 ADJOURNMENT
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The Chairman adjourned the meeting at 1.2O p.m

The Committee assembled at 2.30 p.m.

PRESENT

The following Members of the Committee were present

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru Kenyatta, EGH, MP (Chairman)
Normal M. G.K. Nyagah, EGH, MP
Billow Kerrow, MP
Joseph K. Lagat, MP
Zebedeo Opore, MP
Fahim Twaha, MP
Charles Keter, MP

IN ATTENDANCE

NATIONAL ASSEMBLY
Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Principal Clerk
Assistalt Hansard Editor
Hansard Reporter

ITENYA NATIONAL AUDIT OFFICE

Mr. Anthony Gatumbo Director of Audit

MrN. NO. rOl2006 EVIDENCE

OTHER ANGLO LEASING TYPE PROJECTS

Mr. John Githongo, t}re former Permarent Secretary for Governance
and Ethics accompanied by his lawyer, Prof Makau Mutua, appeared
again before the committee and gave evidence on the passport Issuing
Equipment Project ald other simi-lar projects.

PROJECT AGREEMENT
DATE

CREDITOR/FINAICIER

(i) Project
Communication

Police
14/2/t992

Philips
Radio

Telecommunications
Barclays PLC (A

Special Audit Repon by rhe Public Accou^ts Commid.. bb

AT'IERNOON SITTING

MrN. NO. 11/2006

The Committee was inlormed that there are about eighteen other
contracts and the creditors/ financiers of most of the projects were
same people.

I



Network Juma)

(ii) Philip
Equipment
Police

Radio
for the

30ls/1997

(iiii) Comprehensive
Aviation Operalion
Technical Support and
extended warranty
services for Kenya
Police Air wing

t2 l7 I 2oO2 Apex Financing Corporalion
(Deepak Kamani)

(iv) Export Leasing
purchase Financing
Agreement of Security
vehicles

t6l8l2oo1 Silverston Establishment
(Deepa-k Kamani)

(") Export
Purchase for
forensic
laboratory

Lease
c10

Science

16 /8l2oot Anglo Leasing Finance (M.
Ketering, C. Flynn, Deepak
Kama-ni)

(vi) supply of system
for Classification and
Archive Data NaLiona-l
Registration Bureau

10/12/2OO2 Idamties SA & Thomson
CSF (Amina Juma)

(viii) Kenya E-Cops
Security law and Order
System Project Kenya
Police DeparLment

19 I 11 l2OO3 E-Cops (Rt. CPl. Raju, C

Harris, Deepak Kamani)

(viii) Phase IV
Extension of Philip
Radio Communication
proiect

Phiiips
Communications
(Amina Juma)

Radio
SIMOCO

(ix) nationwide Multi
Channel Security
system

2e lsl2oo3 Globotel
Kamani)

lnc. (Deepak

MrN. NO. L212006 ADDITIONAL INFORMATION

The Committee directed the witness to submit copies of documents
which he submitted to the Kenya Anti-Cormption Commission (KACC)

Special Audit Report bt the Public Accounts Conmttlec b/

Barclays U.K. Simco (A.
Juma)



and t}re President on his frndings following investigarions into the
Anglo Leasing project.

The Committee directed t}re controller & Auditor-Genera_l to submit
informaLion confrrming whether further payments have been made
since the resigrration of Mr. John Githongo.

The committee was informed that the controrler and Auditor Genera.l
had audited the otler Anglo Leasing type projects.

MR. GITHONGO AND PEOPLE HE
WITH

MrN. NO. 1412006 ADJOURNMENT

The Chairman adjourned tJ:e meeting at 5.3O p.m.

The Committee was informed tliat Mr. Githongo recorded
conversations between him and important personalities especially in
government. He was concerned that the said personalities would deny
their ilvolvement in t}te Anglo Leasing and other related projects. The
Committee listened to the recordings.

MrN. NO.13/2006 RECORD ING OF CO

15rH MARCH, 2006
DATE............

}TITERSATIONS BETWEEN
INTERACTED

HON. UHURU KEI{YATTA, EGH, MP
SIGNED........

(crrArRMAN)
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MINUTES OF THE THIR.D SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON PASSPORT ISSUING EUIPMENT PROJECT HELD IN
I(ENYA HIGH COMMISSION PREM ISSES - LONDON ON FEBRUARY L2TTI

2006 AT 9.OO A.M.

The following Members of the Committee were present

Hon. Uhuru Kenyatta, MP EGH (Chairman)
Hon. Norma-n M. G.K. NYagah, MP EGH
Hon. Billow Kerrow, MP
Hon. Joseph K. Lagat, MP
Hon. Zebedeo Opore, MP
Hon. Fahim Twaha, MP
Hon. Cha-rles Keter, MP

IN ATTENDANCE
NATIONAL ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Mr. John Githongo

Prof. Ma,kau Murua

MIN. NO. L5I2006 EVIDENCE

KEI{YA NATIONAL AUDIT OFFICE

Mr. Antl-ony Gatumbo Director of Audit

II/ITNESSES

Principal Cierk
Assistant Hansard Editor
Hansard Reporter

former Permanent Secretary, Govemance
& Ethics
Lawyer to Mr. John Githongo

The forrner Permanent Secretary for Governalce
and Ethics (Mr. Johl Githongo), accompalied by
his lawyer, Prof Makau Mutua, appeared before the
committee ald gave evidence on tlte Passport
Issuing Equipment Project and other similar
projects.
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ADDITIONAL INFORMATION
BETWEEN CR.EDITORS/FINAN
ANGLO LEASING AND OTHER RELATED
PROJECTS

RELATIONSHI P
CIERS OF THE

The Committee was informed t.I.at there was a hnk
between the offrcials of the Anglo Leasing relatedprojects. The compalies shared directors,
consultants and at times tJley used the sa_rne
address.

MIN. NO, 17 2006 PAPER LAID

Mr. John Githongo laid the following paper during
t]:e e'ridence: -

Hand written network showing the companies
which hnanced Anglo Leasing like projects shomng
those which shared directors, consultants and
addresses.

MIN. NO. 18 2006 ADDITIONAL INFORMATION

The Committee directed Mr
submit the following: -

John Gitiongo to

Copy of the letter wdtten by Mr. Anura pereira to
him over his father's debt.
The reply written by him to Mr. Anura pereLa
over the matter.
Copies of submissions given by him to the Anti -
Corruption Commission over his findings.

ADDITIONAL INFORMATION -TAPE
R.ECOR.f'INGS

MIN. NO. 20t 2006 ADDITIONAL INFO

The Committee Listened to recordings of
conversations belween Mr. John Githongo, the then
Minister for Finance (Hon. Mwiraria Mp), and then
Minister for Justice a_nd Constitutional A_ffairs,
(Hon. Kirairu Murungi Mp) on the following dates:_
!06 May 2004, 11th June, 2OO4 and 2nd September,
2004.

RMATION

The Committee was informed that Mr. John
Githongo had been asked in writing by the Auorney
General to appear before the Kenya Anti-Corn:ptron
Commission. The Committee directed Mr. John to
submit:
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(i) a copy of the letter written to him by the
Attorney Genera.l and the response he made
to that letter

(ii)

The Chairman adjourned tJ:e meeLing at 1.2O p.m.

AFTER.NOON SITTING

The Committee assembled at 2.30 Pm

The following Members of the Committee were present

Hon. Uhuru Kenyatta, EGH, MP (Chairmaa)
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 ATTENDANCE
NATIONAL ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

KEITYA NATIONAL AUDIT OFFICE

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

Mr. Anthony Gatumbo

U'ITNESSES

Director of Audit

Mr. JohI Githongo Former Permanent Secretary of
Governalce and Eth.ics

Mr. Ma.kau Mutua Mr. Githongo's Legal Advisor
NO.2212006 ADDITIONAL INFORMATIONMIN.
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documents relating to Pereira's role in Anglo
Leasilg proj ects

MIN. NO. 2T12006 ADJOUR.NMENT

PRESENT



The Committee directed
submit:

Mr. John Githongo to

(i) information showing that the Dtectors of
Anglo Leasing related projects charged after
investigations commenced.

(r) the list which he gave to the Cabinet Sub
Committee on corrrption showing the names
of officers who sigrred for paymenis of most of
the Anglo Leasing related projects.

S}IARED ADDRESS

ONGOING PROJECTS

ADDITIONAL INFO

The Committee was informed that Impressa deFinanciers of Spain and Navigia Capital
Internationa-l of Spain shared the sami address in
Madrid. However investigations had revealed that
such companies did not exist.

The Committee was informed the following Anglo
r.elated Companies had ongoing projects in Kenyal(i) LBA Systems of Scotland
(n) Apex Finance Corp of Switzerland

RMATION

The Committee directed the Controller and Auditor
Gener"l to submit copies of paragraphs relaLing to
va.lue for money audit done on Anglo LeaJing
related projects.

NEED FOR FURTHER EVIDENCE ON ANGLO
LEASING AND OTHER RELATED PROJECTS

The committee noted that while taking evidence the
following persons, who were either ientioned, or
had their narnes in t}re submitted d.ocuments, were
said to have information which could asslst in
establishing t] e truth on Anglo Leasing arld related
projects.

Genera-l Kibwa-na
Mr. Anura Pereira
Dorcas Achapa

then Chief of Genera_l Staff
businessman
Officer in the Attorney
General's office
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MIN NO. 27 12006

o Mr. Philip Murgor t]len Director of Public
Prosecutions

. Amos Wa.ko Attorney Genera-l

. Hon. Chris Okemo then Minister for Finalce
(early project stage)

. Hon David Mwiraria t]len Minister for finance
(later stage)

. Hon. Kiraitu Murungi, then Milister for
Justice and Constitutiona-l
affairs

. Hon. C. Murungaru then Mrnister of State in
the office of the President
(in charge of Internal
SecuritY)

. Hon Moody Awori then Minister for Home
Affais

. Sylvester Mwaliko then Permalent
SecretarY, MinistrY of
Home Affairs

. Joseph Magari then Permanent Secretary,
Treasury later

. Amb. F. Mutleaura Head of Public
ervice and Secretary to t}le
Cabinet

. Andrew Mulei Centra.l Bank Govenor
t Zakayo Cheruiyot Permanent Secretary O{fice

of the President (earlY
stage)

. J. H. M. Oyrrla t}len finalcia-1 Secretary,
Treasury

. David Onyonka then head of debt m
management dePartment,
Treasury

o Benedette Njoroge Attorney General's Office

ADJOURNMENT

The Chairman adjourned the meeting at 5.30 P.m.

HON. UHURU I(ENYATTA, EGH, MP

15rn MARCH, 2006

SIGNED

DATE
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MINUTES OF THE FOURTH SITTING OF THE PUBLIC ACCOUNTSCOMMITTEE ON PASSPORT ISSU]NG EUIPMENT PROJECT HELD INKEIiIYA HIGH COMMISSION PREMISSES - LONDON

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 ATTENDANC E
NATIONAL ASSEMBLY

Mrs. Consolata Munga - principal Clerk
Mr. Stephen Murungi - Assistant Hansard Editor
Mr. Okongo Airo - Hansard Reporter

KEI'I.YA NATIONAL AUDIT OFFICE

Mr. Anthony Gatumbo Director of Audit

MIN. NO.28 12006 UIAY FORWAR.D

(')

(ii)

The committee deliberated on tle way forward arrd resolved tiatif should extend its stay by two days and that the committee
Chairman should call the Clerk of the National Assembly andinform him about the decision. The Committee would hence
leave London for Nairobi on Thursday I6h August 2006. The
Secretariat was directed to confrrm tickets for that date. They
also resolved that:

the Halsard verbatim recordings should be traascribed
and printed so that members could read tiem before
departure.

each Hon Member would read through t1.e previous report
of the Public Accounts Committee on passport Issuing
Equipment and purpose sections which would be
included in the new report
the following persons should appear before the committee
after it refurns to Natrobi:-

ON FEBRUARY 13

(iv)
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o 29t2006

. Hon. Moody Awori, MP- Vice President and Minister for
Home Affairs

. Hon. Kiraitu Murungl MP - t}ren Minster for Juslice and
Constitutional Affairs

. Hon. C. Murungaru MP- then Minister of State in the
Office of the President in charge of Internal Securiry

. Amb. Francis Muthaura - Head of Pub[c Service and
Secretary to the Cabinet

. Mr. Dave Mwangi - then Permanent Secretary Office of
the President

. Mr. J. H. M - then Financia-l SecretaSr

. Mr. Joseph Magari - then Permalent Secretary, Treasury

. Mr. Zakayo Cheruiyot - Former Permanent Secretary in
the Offrce of the President

. Mr. Sylvester Mwaliko - tleen Permalent Secretary Office
of t.l.e Vice President and Ministry of Home Affairs

. Hon Amos Wako, MP - Attorney General

. Dr. Andrew Mullei - Central Bank Govenor

. Current Permanent Secretary in the OIfice of the
President

. Current Permanent Secretary - Treasury

. Mr. J. H. M. Oyrrla - former Finarcial Secretary -
Treasury

A.DJO ENT

lhe Chairman adjourned the meeting at 1.0O p.m.

MIN N

HON. I'HURU KENYATTA' EGH' MP
SIGNED......,..

(CITATRMAN)

15rH MARCH, 2006
DATE............
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MINUTES OF THE FIFTH SITTING OF THE PUBLIC ACCOUNTSCOMMITTEE ON PASSPORT ISSUING EOIIIPMENT PROJECT HE WASRESOLVED THAT THE PREFACE OF THE REPORT SHOULD CONTA]N
LD IN KEIiTYA HIGH COMMI SSION PREMISES - LONDON ON FEBRUARY

The following Members of the Committee were present

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru Kenyatta, EGH, Mp (Chairmau)
Norman M. G.K. Nyagah, EGH, Mp
Billow Kerrow, Mp
Joseph K. Lagat, Mp
Zebedeo Opore, MP
Fahim Twaha, MP
Charles Keter, MP

NATIONAL ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Mutungi
Mr. Okongo Airo

Principa-l Clerk
Assistant Halsard Editor
Hansard Reporter

KENYA NATIONAL AUDIT OFICE

Mr. Anthony Gatumbo - Director of Audit

MIN. NO. 30 12006 COMMITTEE REPORT

InJormation on tJle agreement sign.ed between the
Government of Kenya and Anglo Leasing Finalce
Company.
The role played by the Central Balk 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

APPEARAN CE OF WITNESSES

The Committee resolved that the preface of the report should
contain the following.

A brief explanation showing that tJ.e Committee prepared
a report on the Passport Issuing Equipment which was
debated and negatived by the House. This ted to the need
for the Committee to take further evidence.

Special Audit R.porl by the public Accounts Condinee /t)

L4aH 2006

PRESENT

IN ATTENDANCE
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The committee resolved that t]-e following should appear
to respond to the issues stated as follows.

(i) Hon. Moody Awori, MP- , Vice President and
Mrnister for Home A-ffairs. His Ministry was the u ser
of tJ.e equipment which was being sourced. The
agreement was signed by his Permanent Secretary
Mr. Sylvester Mwa_Liko on behalf of the Minisby. He
defended the Anglo Leasing project on tJ.e Floor of
tle House.

(ii) Hon. Chris Murungaru, MP - then Minister of State
in the Office of tJ.e President in charge of Interna.l
Security. It was alleged that he interfered with
investigations. Some Anglo Leasing type projects
were paid for when he was the Minister.

(iii) Hon David Mwiraria - former Minister for Finalce.
The Permanent Secretary in his Ministry signed the
Anglo Leasing Agreement on behalf of the Mini stry.
His Ministry dispatched and later recalled
promissory notes. The Minister provided for Anglo
Leasing money in the budget knowing very well that
this was a fa.ke Compary. The Committee heard
that he interfered with investigalions.

(iv) Hon. Kiraitu Murungi, MP - then Minster for
Justice and Constitutional Affairs- The Committee
heard that he interfered with investigaLions telling
the Witness (Mr. Githongo) to go easy on them
because they might implicate senior govemment
ofhcers who the government could afford to lose.

(") Hon Amos Wako, MP - Attorney General. His
offrce first required that due di-ligence be done on
Anglo Leasing Company. Later the offrce approved
the agreement without saLisfying the due diligence
requirement. His ofiice cleared all Anglo Leasing
type projects for sigrrature.

(vi) Amb. Francis Muthaura - Head of Public Servrce
ald Secretary to the Cabinet. He gave a press
release dispuLing the irregularity of the Anglo
Leasing projects. The Committee a-lso heard that he
interfered with the ilvestigations.

(vii) Mr. Joseph Kinyua - Current Permanent Secretary
Treasury. He should inform tJ.e Committee whether
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arly otler funds have been paid to Anglo Leasing on
Passport Issuing Equipment or for any otJrer 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
maItagement.

(viii) Dr. Andrew Mullei - Centra.l Bank Govenor. He
should give evidence about the money which was
paid to Anglo Leasing and later wired back. He
should be accompanied by tJ.e offrcer who is in
charge of the Antifraud unit of t.l.e ba-nk.

(ix) Mr. Dave Mwangi - then Permanent Secretary Office
of the Fresident. Some of the Anglo Leasing type
projects were paid for when he was in office. The
Committee was informed t]:at he interfered wrt].
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/ consultarts of Anglo
Leasing related projects. He reca-lled and tabled
promissory notes when tJ.ey were required by the
committee.

(xi) Mr. Joseph Magari - then Permanent Secretary, ald
Accounting Officer, Treasury. He signed tl:e
agreement on behalf of Treasury. He also signed the
Promissory notes.

(xii) Mr. Zakayo Cheruiyot - Former Permanent
Secretary in the Office of tlee President. He signed
the Forensic Science Laboratories agreement which
was a-lso sigred by a director of Anglo Leasing
Company.

(*iir) Mr. Sylvester Mwa,liko - then Permanent Secretary
Ministry of Home Affairs. The Committee heard that
he used to communicate with the Directors of tl.e
Anglo Leasing Finance Compaly. He signed the
agreement on beha-lf of the Ministry of t}le Home
Affairs. He kept the user department in the dark
about the events leading to signing of the
agreement.

(*i") Mr. Alfred Gitonga - then Personal Assistant to the
President. The Committee heard that Hon. Murungi,

Special Atdi Rcpod b! th. Public Accounts Comtnittee 78



MP did not \r'ant investigations on Anglo Leasing
saga to continue because they might implicate him.
The Committee was informed that he cailed the
then Pub[c Prosecutor, Mr. Murgor and asked him
to recall the letters of murual assistance.

(>ru) Fred Ojiambo - a lawyer who put adverLisements in
t}re newspapers for Anglo Leasing. He should
explain t]le authenticity of the Company which
hted him and reveal its physical location in the
world.

(:r"i) Philip Murgor - the tJ.en Director of Public
ProsecuLion. He should explain circumstances
leading to writing of letters of mulual Assistance
and the outcome of those letters.

(xuii) Other to be summoned to appear before the
Committee includes:-

o Mr. Jirnmy Wanjigi - a businessmar
. Mr. Deepak Kamad - a businessman
o Mr. Ketering - a businessma_n
r Anura Pereira - businessma.:n
. Benedete Njoroge and Dorcas Achapa -

Attorney Genera.l's Offrce
. Mr. David Onyonka - then head of Debt

Management Department, Treasury
. General (Rtd) Kibwana and General (Rtd)

Mohamoud - former Chiefs of Genera.l
Staff.

. Brigadier (Rtd) Boinet - former in charge of
. NSIS.

. Mr. Mwagazi Mwachofr, former Permanent
Secreta5r Treasury;

MIN NO.32l2006 ADJOURNMENT

SIGNED
HON. UHURU KEIfYATTA, EGH, MP

(cHATRMAN)

1sTH MARCH, 2006
DATE
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MINUTES OF THE SD(TH SITTING OF THE PI]BLIC ACCOUNTS
COMMITTEE ON PASSPORT ISSIIING EUIPMENT PROJECT HELD IN
KEIiI-YA HIGH COMMISSION PREMISSES - LONDON ON FEBRUARY 15TH
2006

PRESENT

The following Members of the Committee were present

Uhuru Kenyatta, EGH, MP [Chairmau)
Norman M. G.K. Nyagah, EGH, MP
Billow Kerrow, MP
Joseph K. Lagat, MP
Zebedeo Opore, MP
Fahim Twaha, MP
Charles Keter, MP

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

KENYA NATIONAL AUDIT OFFICE

Mr. Anthony Gatumbu - Director of Audit

MIN. NO. 3312006 CONFIRMATION OF MINUTES

NATIONAI ASSEMBLY

Mrs. Consolata Munga
Mr. Stephen Murungi
Mr. Okongo Airo

Principal Clerk
Assistant Hansard Editor
Hansard Reporter

The committee read through minutes of the
previous meetings and deferred confrrmation to a
later date.

Under Minute No- 28120O6 the Members
were informed that the Chairman called the
Clerk over tl:e extension of the Committee's
stay in London and the Clerk had accepted
the request. The Clerk had a-lso accepted to
send funding for facilitation of Members. The
Committee was further informed that the
tickets had been confirmed for the evening of
Thursday 16$ February 2006 night flight of
Kenya Airways.

(,)
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IN ATTENDANCE

MIN. NO. 34/2006 MATTERS ARISING



(ii) Uuder Minute No. 29 | 20o6 it was resolved t-I.at
Hon Moody Awori MP should also be referred to as
Vice President and Minister for Home AIfairs.

MIN. NO. 35 2006 WAY FORU/ARD

The committee resolved that it would hold a consultalive
meeling with the ControLler artd Auditor Genera-l on
Monday 20th February 2006 at 2.30 pm. The Committee
also resolved that appearance of witnesses before it would
be as fol.lows:-

MIN. NO 6 2006 ADJOURNMENT

The Charrman adjourned tJ:e meeting at 1.00 p.m.

HON. I.IHT'RU KENYATTA, EGH, MP
SIGNED

(CHAIRMAN)

I STB MARCH, 2006
DATE
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MINUTES OF THE SEVENTH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AT'DIT REPORT ON PROCUREMENT OF
PASSPORT ISSUING EQUIPMENT HELD ON MONDAY FEBRUARY 20,
2006 IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT 2.3O

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. Bi1low Kerrow, MP

Mr. S.W. Ndindiri
Mrs. Consolata W. Munga
Mrs. Florence Abonyo
Mr. Julius Ariwomoi

Clerk of the National Assembly
Principal Clerk Assistant
Second Clerk Assistant
Third Clerk Assistant

CORRECTION OF MINUTES

Controller and Auditor General
Director of Audit

The Committee directed that further correcLions be
made on tlre previously conhrmed minutes.

SECURITY

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 arid Auditor General would
provide (wit}.in two days) the said
reports so as to incorporate their
linkages to t]le Committee report.

(ii) The Controller and Auditor Genera-l
would a,lso facilitate tl.e tabling of the

MrN NO. 3a12006 SPECIAL AI]DIT REPORTS OF
PROJECTS
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PM

PRESENT: ( The following members were present)

ABSENT:
Hon. Fahim Twaha, MP

IN ATTENDANCE . NATIONALASSEMBLY

KENYA NATIONAL AI'DIT OFFICE

Mr. Evarr N. Mwai
Mr. Anthony S. Gatumbu

MrN. NO.37l2006



Special Audit Reports of the secunty
projects to be considered by the House.

(iii) The Controller and Auditor General was
a.lso requested to provide signed
vouchers for the commitment fees of
the security projects, in addition to the
letters by the Attorney General
confrrming satrsfaction of legal aspects
of the contract Agreements.

The Committee directed that letters/ summons to
witnesses should be detailed and comprehensive to
avoid possible excuses by witnesses.

MIN. NO. 40/ 2006 ADJOURNMENT

SIGNED

DATE.

And there being no other business, the Chairmart
adjourned the meetiag at 5.20 pm.

HON. I'HURU KENYATTA, EGH, MP

(cHATRMAN)

15rII MARCH, 2006
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MINUTES OF THE EIGHTH SITTING OF THE PUBLIC ACCOUNTS
COMMIT:TEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF
PASSPORT ISSIIING EOUIPMENT HELD ON TUESDAY. FEBRUARY 21,.
2006 IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT 2.3O
PM

PRESENT: ( The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru 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 Twaha, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

I(ENYA NATIONAL AUDIT OPFICE

Mr. Anthony S. Gatumbu

MIN. NO.41 2006 EVIDENCE

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

MIN NO.42 I2006 ADDITIONALINFORMATION

The Committee directed Mr. Murgor to provide

Mr. Philip Murgor, former Director of Public
Prosecutions appeared before the Committee and
gave evidence on the various steps previously taken
by the office of Public Prosecutions in relation to the
Anglo Leasing affair.

The Committee was informed tliat the Anglo Leasing
cases in court were only on abuse of office and not
frau d.

(i) A gaz ette copy of 23 / 5 /2OOS showing
the de-gazettement of Maureen Odero
Mboya as a Special Magistrate.

(ii) Copy of letters by the Director, KACC to
the Attorney General recommending
that the overseas investigations should
cease.
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(iii) The names of the officers who traveled
wit]. letters rogatory to overseas, the
names of tJ:e persons and countries
visited.

12006 ADJOURNMENT

And there being no other business, the Chairman
adjourned tJ:e meeLing at 7.00 pm.

MIN. NO.43

HON. UHURU KEIiI'YATTA, EGH, MP
SIGNED.........

(cHATRMAN)

15TH MARCH, 2006
DATE.........
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COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF
PASSPORT ISSUING EOIIIPMENT HELD ON 1YEDNESDAY , FEBRUARY
22 2006 IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT
10.30 AM

MORNING SITTING

PRESENT: (The following members were present)

Hon
Hon
Hon
Hon
Hon
Hon
Hon

Uhuru Kenyatta, EGH, MP (Chairman)
Joseph K. Lagat, MP
Normar M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Billow Kerrow, MP
Fahim Twaha, MP

NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEI{YA NATIONAL AUDIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO.44l2006 EVIDENCE

MIN. NO. 45 2006 ADJOURNMENT

Prirrcipal Clerk Assistant
Third Clerk Assistant

Director of Audit

Hon. Kiraitu Murungi, MP and former Minister for
Justice & Constitutional Affairs accompanied by hrs
legal advisor Mr. Kioko KiJukumi appeared before
tJ:e Committee and declined to give evidence, citing
various reasons.

The Committee resolved to tal<e Hon. Kiraitu's
written submission as his formal evidence.

And there being no other busiless, the Chairman
ad.journed the meeting at 11.2O am until this
afternoon.
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AFTERNOON SITTING IAT 2.3OPM)

PRESENT: ( The following members were present)

H on.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru 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 Twaha, MP

NATIONAL ASSEMBLYIN ATTENDANCE

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KENYA NATIONAL AUDIT OFFICE

Mr. Anthony S. Garumbu

MrN. NO.46I2OO6 EVIDENCE

(a)

(b)

Principal Clerk Assistalt
Third Clerk Assistant

Director of Audit

His Exellency the Hon. Dr. Arthur Moody
Awori, EBS, MP, Vice-President ald Minister
for Home Affairs accompalied by his legal
advisor Mr. D. Oyatsi and the Permanent
Secretary, Office of the Vice-President arrd
Ministry of Home Affairs Amb. Dr. Hukka
Wario, MBS appeared before the Committee
ald gave evidence on the Ministry's
involvement in the sigrring of the contract
agreement.

The Committee directed the Permanent
Secretary to provide a copy of the minutes of
the meeting held in Treasury on 27 IO8/2OO3
concerning t)-re Passport Issuing Equipment.

Hon. Daudi Mwiraria, MP and former Minister
for Finalce accompanied by his legal advisor
Mr. Riunga Raiji appeared before the
Committee and declined to give evidence,
citing sub judice rule.
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(c)

MIN. NO. 47 2006 ADJOURNMENT

SIGNED

DATE

The Committee resolved to ta.ke Hon.
Mwiratia's written submission as his forma.l
evidence.

Mr. Fred Ojie'nbo of Kaplan & Stratton
Advocates appeared before tJle Committee
and gave evidence concerning the advert
placed by Lris firm about Anglo Leasing
Company.

Artd there being no other business, the Chairman
adjourned the meeting at 4.05 pm unLil Thursday
23.4 February 20O6.

HON. I,IHURU XEI.ryATTA, EGH, MP

(cHATRMAN)

15TH MARCH, 2()06
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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

MIN. NO. 5OI2006 ADJOURNMENT

Principal Clerk Assistalt
Third Clerk Assistant

After lengthy deliberations, t}le 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 t}Ie other
witresses should be given a cha-nce to appear and
give evidence.

And there being no other business, the Chairman
adjourned the meeling at 1.15 Pm.
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MINUTES OF THE TENTH SIT'TING OF' THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AIJDIT REPORT ON PROCUREMENT OF

PASSPORT ISSUING EOUIPMENT HELD ON THURSDAY' FEBRUARY 23.
2906 IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT IO.OO

AM

KENYA NATIONAL AI'DIT OFFICE

Mr. Anthony S. Gatumbu - Director of Audit

MIN. NO.48/2OO6 EVIDENCE

Mr. Zakayo K. Cheruiyot, former Permanent
Secretary, Offrce of tJ.e President appeared before
tl:e Committee and declined to give evidence, citing
sub judice rule.

MIN. NO. 4912006 ANY OTHER BUSINESS



HON. UHURU KENYATTA, EGH, MP
SIGNED........

(cHATRMAN)

1sTH MARCH, 2006
DATE...........
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MINUTES OF THE ELEVENTH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF
PASSPORT ISSUING EOUIPMENT HELD ON TUESDAY, FEBRUARY 28,
2006 IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT 1O.OO

AM

PRESENT: ( The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru Kenyatta, EGH, MP (Chairman)
Joseph K. Lagat, MP
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
BiJlow Kerrow, MP

ABSENT UIITH APOLOGY:

Hon. Fahim Twaha, MP

Mrs. Consolata W. Munga
Mrs. Florence Abonyo
Mr. Julius Ariwomoi

KEI,I-YA NATIONAL AI]DIT OFFICE

Mr. Anthony S. Gatumbu

MIN. No.51/2006 EVTDENCE

Principal Clerk Assistant
Second Clerk Assistant
Third Clerk Assistant

Director of Audit

Mr. Syivester Mwaliko, former Permanent Secretary,
Offrce of the Vice President and Ministry of Home
Affairs, accompanied by his legal advisor Ms. J.W.
Ondieki appeared before the Committee ald gave

evidence on his involvement in tJre conception of
the project and tl.e siglring of the contract
agreement.
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IN ATTENDANCE . NATIONAL ASSEMBLY

MrN. NO. 52l2006 ADJOI'RNMENT

And there being no other business, the Chairman
adjourned tJle meeling at 1 .35 pm until this
a-fternoon.



AFTERNOON SITTING AT 2.3O PMI

PRESENT: ( The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Joseph K. Lagat, MP (Ag. Chairman)
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Bi]low Kerrow, MP
Fahim Twaha, MP

ABSENT WITH APOLOGY:

Hon. Uhuru Kenyatta, EGH, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEI{YA NATION AL AI]DIT OFFICE

Mr. Anthony S. Garumbu

MIN. NO. 53 l2006 E\rIDENCE

Dr. Andrew Mullei,
accompanied by: -
Mrs. Jacinta Mwatela
Mr. John Gikonyo
Mr. Jonathal A. Bett
Mr. John Birech
Ms. Jale Kamita

Director of Audit

Centra,l Bank Governor

- Deputy Governor
- Bank Secretary

- CBK Director
- CBK Deputy Director
- Snr. Asst. Malager

appeared before the Committee a_nd gave evidence
on the Bank's involvement in the pa5rments to and
receipt of the refunded money from the Anglo
Leasing Company.

The Committee directed tJlre Governor to provide the
following documents:

(i) Copies of specific authorizaLion by the
Minister for Finance i.e. pay'ment
Authorities (PA's) for the 18 security
contracts;

(ii) List of payrnents still being made to date
even aJter the Covernor's letter dated
l3/5/2OO4 to the Permarent Secretary -
Treasury declirring to make further
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Principal Clerk Assistant
Third Clerk Assistant



payrnents to the I I contracts until further
noLification.

MrN. NO. 5412006 A.DJOURNMENT

HON. UHURU KEIiTATTA, EGH, MP
SIGNED........

(CHAIRMAN}

15TH MARCH, 2006
DATE............

And there being no other business, the Ag.
Chairman adjourned Lhe meeting at 4.35 pm until
Wednesday I l3l2006.
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MINUTES OF THE TWELITH SITTING OF' THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF'
PASSPORT ISSUING EOUIPMENT HELD ON W-EDNESDAY MARCH 1
2006 IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT 1O.OO

PRESENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Normar M.G.K. Nyagah, EGH, MP
Hon. Charles Keter, MP
Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

}<.ENYA NATIONAL AUDIT OT'FICE
Mr. Anthony S. Gatumbu Director of Audit

EVIDENCE - SPECIAL AUDIT REPORT

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Ju[us Ariwomoi

MIN. NO. 56 12006 ADJOTIRI{MENT

Principal Clerk Assistant
Third Clerk Assistarlt

a) Hon. Daudi Mwiraria, MP and former Minister
for Finance accompa-nied by his legal advisor
Mr. Riunga Raiji appeared before the
Committee and requested to be given more
tirne to prepare the documents necessaqr for
his evidence. The Committee accepted his
request and resolved to invite him on Tuesday
7 /3/2006 at 2.3Opm.

b) Mr. Joseph Magari, former Permanent
Secretary - Treasury appeared before the
Committee arld gave evidence on his
involvement in tJ.e signiag of the contract
agreement and the subsequent servicing of
the public debt.

And there being no other business, the Chairman
adjourned the meeting at 1 . 15 pm until t1.is
ajternoon.
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PRESENT: { The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Joseph K. Lagat, MP (Ag. Chairman)
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Billow Kerrow, MP
Fahim Twaha, MP

ABSENT WITH APOLOGY:

Hon. Uhuru Kenyatta, EGH, MP

INATTENDANCE - NATIONALASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KENYA NATIONAL AUDIT OFFICE

Mr. Anthony S. Gatumbu

E\rIDENCE

MrN. NO. 58/2006 ADJOURNMENT

SIGNED

DATE

Principal Clerk Assistalt
Third CIerk Assistarrt

Dtector of Audit

Mr. Zakayo K. Cheruiyot, former Permanent
Secretary, Office of ttre President appeared before
the Committee and requested to be given more time
to prepare tJre documents necessaqr for his
evidence.

And there being no otlter business, t}te Ag
Chairman adjourned the meeting at 4.02 pm.

HON. IIHURU XENYATTA, EGH, MP

(CIIAIRMAN)

15TH MARCH, 2006
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MINUTES OF. THE THIRTEENTH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF
PASSPORT ISSUING EOUIPMENT HELD ON THURSDAY, MAR cH 2,2006
IN COMMITTEE ROOM NO.9 PARLIAMENT BUILDINGS AT 11.OO AM

PRESENT: { The following members were present)

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

KENYA NATIONAL AUDIT OFFICE

MrN. NO.s9/2qOE EVIDENCE

MIN. NO. 6012o06 ADJOURNMENT

Principal Clerk Assistant
Third 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
the Committee and gave evidence on the
involvement of the Anglo Leasing Company and
otler similar companies on various security
projects.

And there being no other business, the Chairmal
adjourned tlle meeting at 2.18 pm until this
aJternoon.

AFTERNOON SITTING (AT 2.3O PM

PRESENT: ( The following members were present)

Hon. Uhuru Kenyatta, EGH, MP (Chairman)
Hon. Joseph K. Lagat, MP
Hon. Charles Keter, MP
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Hon. Zebedeo J. Opore, MP
Hon. Billow Kerrow, MP
Hon. Fahim Twaha, MP

ABSENT WITH APOLOGY:
Hon. Norman M.G.K. Nyaga-h, EGH, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Juhus Ariwomoi

KENYA NATIONAL AUDIT OFFICE

Mr. Anthony S. Gatumbu

MIN. NO. 6I 006 EVIDENCE

Principal Clerk Assistant
Third Clerk Assistant

Director of Audit

MIN. NO. 62 2006 ADJOURNMENT

HON. I]HURU KENYATTA, EGH, MP
sIGNED........

(cHAIRMAN)

15TH MARCH, 2006
D4TE............

And there being no other business, the Chairman
adjourned the meeting at 4.40 Pm.

a) Ms. Bernadette Njoroge, State Counsel,
Department of Treaties and Agreements rn
the Office of the Attorney General appeared
before the Committee and gave evidence on
her involvement in providing legal opinion to
t}le contract agreement.

b) Ms. Dorcas Achapa, Chief State Counsel,
Department of TreaLies and Agreements in
the Offrce of the Attorney General appeared
before the Committee and gave evidence on
her involvement in providing legal opinion to
the contract agreement.
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MINUTES OF THE FOURTEENTH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREM ENT OF
PASSPORT ISSUING EOUIPM ENT HELD ON FRIDAY. MARCH 3. 2006 IN
COMMITTEE ROOM NO . 9 PARLIAMENT BUILDINGS AT IO.OO AM

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. Bi-llow Kerrow, MP

Hon. Uhuru Kenyatta, EGH, MP
Hon. Fahim Twaha, MP

IN ATTENDANCE NATIONAL ASSEMBLY
Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

Principal Clerk Assistant
Third Clerk Assistant

COMMITTEE PROGRAMME

KENYA NATIONAL AUDIT OFFICE
Mr. Anthony S. Gatumbu Director of Audit

The Committee deliberated on its programme of
activities and resolved that since the House is about
to be re-opened, the taking of evidence for the
Special Audit Report should not extend beyond
Wednesday 8s March 2006. It will therea_fter
proceed for Report-Writing Retreat.

MrN. NO. 6412005 ADJOURNMENT

And there being no other business, the
Chairman adjourned tJ:re meeting at I 1.40 arn.

Ag

HON. UIIURU KENYATTA, EGH, MP
SIGNED........

(CHATRMAN)

1srH MARCH, 2006
DATE............
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MINUTES OF THE FIFTEENTH SITTING OF THE PIIBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF
PASSPORT ISSUING EOUIPMENT HELD ON MONDAY MARCH 6,2006
IN COMMITTEE ROOM NO. 9 PARLIAMENT BUILDINGS AT 2. 30 PM

Hon
Hon
Hon
Hon
Hon
Hon
Hon

Uhuru Kenyatta, EGH, MP (Chairmanl
Joseph K. Lagat, MP
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Billow Kerrow, MP
Fa}.im Twaha, MP

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEI{YA NATIONAL AUDIT OFFICE

Mr. Anthony S. Galumbu

MIN, NO.65 2o06 EVIDENCE

Principal Clerk Assistalt
Third Clerk Assistant

Director of Audit

Arnb. Francis K. Mutlaura, EGH, Permanent
Secretary, Secretary to the Cabinet and Head of the
Public Service accompanied by Mr. Thuita Mwangi,
Principal Administrative Secretary, Office of the
President (Assisting Secretary to the Cabinet),
appeared before tJ:e Committee and gave evidence
on the involvement of the Anglo Leasing Company
artd otler similar companies on various security
projects.

The Committee directed the Permanent Secretary to
pro\ride the following documents: -
(i) A copy (or copies) of Cabinet Approval for the

18 security projects;
(ir) A copy of the letter from oflice of the President

to the Minister for Public Works for the
commencement of works for the Forensic
Science Laboratories;
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(nr) A copy of the letter that appointed Eng. Philip
Si-ka as the project manager of Forensic
Science Laboratories;

(i") A copy of the letter of authority to stop
further payments to a_11 Anglo Leasing related
contracts; and

(v) A copy of the Letter by the Attorney General
to the Head of tJ.e Public Service advrsrng on
Ms. Dorcas Achapa's re-instatement after a
compulsory leave.

I/rIN NO. 67/2006 AI,IY OTHER BUSI]VESS

The Committee resolved to undertake a Report-
Writing Retreat on the Special Audit Report during
the week commencing Monday 136 March 2006 in
Nydi Beach Hotel - Mombasa.

MIN.NO.68/2005 ADJOURNMENT

And there being no other business, the Chairman
adjourned the meeting at 5.1O pm.

HON. UI{URU KENYATTA, EGH, MP
SIGNED........

(clrArRMAN)

1sTH MARCH, 2006
DATE........
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MINUTES OF THE SD(TEEN TH SITTING OF THE PTIBLI C ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMENT OF
PASSPORT ISSUING EOUIPMENT HELD ON TUESDA MARCH 7 2006
IN COMMITTEE ROOM NO.9 PARLIAM ENT BUILDINGS AT TO.OO AM

PRESENT: ( The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru 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 Twaha, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KEI{YA NATIONAL AUDIT OFFICE
Mr. Anthony S. Gatumbu

MIN. NO. 6912006 EVIDENCE

MrN. NO. 7012006 ADJOURNMENT

PrincipaJ Clerk Assistarlt
Third Clerk Assistant

Director of Audit

a) Mr. Zakayo K. Cheruiyot, former Permanent
Secretary, Office of tlie President
accompanied by his legal advisor Mr. Michael
Chemwok appeared before tJ:e Committee and
gave evidence on tle involvement of the Office
of the President in the conception and
irnplementation of the Forensic Science
Laboratories project.

b) Mr. Dave M. Mwa-ngi, former Permanent
Secretary, Office of the President appeared
before the Committee and gave evidence on
three contracts: - Globotel, Infotalent and the
Forensic Science Laboratories Ltd; together
with the invoivement of the Anglo Leasing
Company arrd other similar companies on
various security projects.

And there being no other business, the Chairman
adjourned the meeting at 1.35 pm unti-l this
a{ternoon-
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AT'TERNOON SIT'TING (AT ziq PI4]

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 Twaha, MP

ABSENT WITH APOLOGY:

Hon. Norma:n M.G.K. Nyagah, EGH, MP

IN ATTENDANCE . NATIONALASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

MrN. NO. 7L12006

Principal Clerk Assistant
Third Clerk Assistant

KEI\TYA NATIONAL AUDIT OFFICE

Mr. Anthony S.M. Gatumbu Director of Audit

Hon. Daudi Mwiraria, MP and former Minister for
Finance accompanied by his legal advisor Mr.
Riunga Raiji appeared before tJ:e Committee and
gave evidence on pa1rments made by the
Government to va-rious companies which were
alleged to be non-eistent.

MIN. NO. 7212006 N)JOURNMENT

SIGNED

DATE

And there being no otleer business, the Chairman
adjourned the meetilg at 4.30 pm.

HON. UHURU KENYATTA, EGH, MP

(cHArRruAN)

15TH MARCH, 2006
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PRESENT: (The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru Kenyatta, EGH, MP (Chairmanl
Joseph K. Lagat, MP
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Bi]low Kerrow, MP

ABSENT WITH APOLOGY:

Hon. Fahim Twaha, MP

IN ATTENDANCE NATI ONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KENYA NATIONAT AIIDIT OFFICE

Mr. Aathony S. Gatumbu

MIN. NO. 73I2006 EVIDENCE

Frincipal Clerk Assistant
Third Clerk Assistant

Director of Audit

Hon. S. Amos Wal<o, E.G.H., E.B.S., S.C., M.P., the
Attorney General accompanied by Ms. Dorcas
Achapa, Chief State Counsel, Department of
Treaties artd Agreements in the Office of the
Attorney Genera1 appeared before the Committee
and gave evidence on the involvement of the State
Law Office during negotiations for loans, drafting
ald execution of ensuing legal instruments for all
t].e agreements sigrred between the government and
the contracted companies.

The following papers were laid on the table:
(i) A copy of the brief on Govemment Legal

Advisory Services
(ii) A copy of the Press Statement dated 16th

February 2O05 by tJ:e Attorney Genera-I on
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tJ-e Files to the KACC on Irregular Award of
Contract to Anglo Leasing & Finance Ltd for
the Supply of Equipment to Immigration
Department

(iil) A copy of the letter of Dorcas Achapa to the
Attomey General dated 19h May 2004

(iv) A copy of the Staff Memorandum to the
Attorney General arising out of the
suspension of the Chief State Counsel
(Department of Trealies Agreements) dated
20 /s /2OO4

{") A copy of the Strategic plan for State Law
Ofhce

("i) A copy of the letter by the permanent
Secretal/, Governa_nce & Ethics dated 2nd
June 2OO4 to t}re Attorney General indicating
that Dorcas Achapa was not considered a
suspect.

ADJOURXMENT

And there being no other business, the Chairma_n
adjourned tJ:e meetilg at 12.55 pm until thrs
a-[ternoon.

AFTERNOON SITTING IAT 2.3O PM}

PRESENT: ( The following members were present)

MIN. NO. 75 2006

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Uhuru 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

ABSENT UIITH APOLOGY:

Hon. Fahim Twaha, MP

IN ATTEND

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

4ENYA NATIONAL ATIDIT OFFICE

Mr. Anthony S.M. Carumbu

ANCE NATIONAL ASSEMBLY

Frincipal Clerk Assistant
Third Clerk Assistant

Special Audit Report b! the Public Accounts Comminec
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MIN. NO. 76I2006 EVIDENCE

MIN. NO.77

HON. UHURU KENYATTA, EGH, MP
SIGNED.........

(cIIAIRMAN)

1sTH MARCH, 2006
DATE......,.....

Mr. Joseph H. Oyula, former Financial Secretary -
Treasury appeared before t1.e Committee and gave
evidence on payments made by the Government to
various companies which were alleged to be non-
existent.

2006 ADJOURNMENT

And there being no other business, the Chairman
adjourned tJ.e meeLing at 5.06 Pm.

Special Autlit Reporl b! the Public Accounts Comminee 105



MINUTES OF THE EIGHTEENTH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCURE MENT OF
PASSPORT ISSUING EOUIPM ENT HELD ON MONDAY 13TIl MARCH 2006
IN COMMITTEE RooM No. 9 PARLIAMENT BUILD INGS AT 2.3O P.M.

PR-ESENT: ( The following members were present)

Hon. Uhuru 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

Mrs. Consolata W. Munga
Mrs Florence Abonyo

KENYA NATIONAL AUDIT OFFICE

Mr. Benson Kariuki

MIN. NO. 7a12006 - EVIDENCE

Prilcipa.l Clerk Assistant
Second Clerk Assistant

Principa-l Auditor

Mr. J.H.M. Oyula former Financia.l Secretary,
Treasury appeared before the Committee arld gave
evidence on Passport Issuing Equipment.

MrN. NO. 7912006 -TREASURY ROLE IN PASSPORT ISSUING
EOUIPMENT

The Committee was informed that the main role of
Treasury was to make pa5rments on behalf of the
line Ministries, to ensure tJ:at the payment within
the limits set by Parliament.

MIN. NO. 80/2006 - PAPERS LAID

(i) Memo written to H.E. The President by the then Minister for
Finance (Hon. D. Mwkaria) on Forensic Sciences Laboratory project
dated 29u May, 2004.

(ii) Copy of Minutes of a meeting held on 1 4tlr February 20O 1 at the
Treasury Building 14th Floor Small Conference Room at 3.25 p.m.
to discuss matters related to securilz 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 t.l-e President

Mr. Mwagazi Mwachoii - Financial Secretary, Treasury
Mr. Philemon Abong'o - Po[ce 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
Headquarters Administrative
Secretary

Mr. A. Arina - Under Secretary - G'S'U'
Mrs M.M. Byama - Senior Finance Officer, Ministry

of Finance

MIN. NO.81/2006 - EVIDENCE

Mr. Joseph Kinyua Permanent Secretary, Treasury accompanied
by:-

Mr, Mutua Kilaka - Finance Secretary
Mr. John Murugu - Director of Debt Management

Copy of Minutes of a meeling held on 17th May 20O 1 at 9 30 a'm'
at t}re Treasury Building, 14th Floor Small Conference Room to

discuss matters related to security projects. (It was attended by

Okemo, Mwagazt, Cheruiyot, Bundotich - Financia-l Secretary,
Abong'o, Langat, Salg, Samson K. Cheramboss - Commandant -
G.S.U-., Gicheru, Agfi, Mr. T.M. Mocha - Senior Finance
Offi cer/Admiaistrative Secretary/ Police Headquarters and Byama'

Copy of Minutes of a meeting held on 16h SePtember, 2OOO at
treasury 14ti, Fioor Sma-ll Conference Room at 3.45 p.m. to discuss
Special Critica,l Security Projects under the Offrce of the President'
(Ii was attended by Okemo, Oduor Otieno, Cheruiyot, Mwachofi,
ebo.rg'o Sang, Langat Cheramboss, Gicheru, Oyula, Mr' E' Muli
tvtbusl, SS - Chief Finance Oificer, Offrce of the President, Mr' T' M'

Mocha, Byama.

Copy of Minutes of a meeting held on 20h September, 2OO0 at
treasury BuiJding 14tr' Floor Sma-1l Conference Room at 9 0O a'm'
to discuss security projects (it was attended by Okemo, Oduor-
Otieno, Cheruiyot, Mwachofi, Langat, Gicheru, Sarg, Oyula, Agili
Mocha, Byama, Miss A.R. Arina - Administrative Secreta-ry, G'S'U';
Mr. N,-".ry. Onyango - Senior Finance Officer, Crininal
Investigation Department.

(ni)

(iv)

(v)
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MrN. NO. 4212006 ADDITIONAL INFORMATION: EXTERNAI
BORROWING

Mr. Haron Sirma - Deputy Director, Debt Management
Mr. M.M. Gatimu - Ag. Accountant General
Mr. Livingston O. Bumbe - Asst. Secretary, Debt Management

Depa-rtment.
Mr. Hubert H. Anyalga - Accounts Assistant I, Debt
Management Department appeared before the Committee and
gave evidence on Passport Issuing Equipment project arrd other
sirnilar projects.

The Committee was informed tJlat t}.e government prefers to
borrow from multilatera-l and bi-lateral lenders, who provide
loans on highly concessional terms (below market interest rate
ald wifh long repayment period), to finance its development
ProgrEunmes.

The Committee was further rnformed that here are four key
departments of Treasury Lhat are involved in contracting and
malagirg externa.l loans namely:-

(i) Externa.l Resources Department which coordinates the
process of negotiation for externa-l loans.

(ii ) Debt Management Department wlrich carries out rigorous
analysis of planned external borrowing to ensure that
borrowing is within ceiling allowed by External Loa_ns ald
Credit Act. It records new loans in its public debt and
arranges for debt serving by the Pubtic Debt Section.

(iii) Accountant Genera.l Depa-rtr[ent which advices on a-l]
accounting matters ilcluding expenditure reporLing,
disbursements, banking ald procurement moda_LiLies arid
auditing. The department ensures that finalcing
agreements are consistent with government financial
regulations.

Mr. David Onyonka, former Head of Debt
Management, Treasury appeared before t1-e
Committee and gave evidence on Passport Issuing
Equipment Project and other related projects.
ADDITIONAL INFORMATIONMIN. NO.84 l2006

Special Audit Repod by the Public Accou^ts Comminec
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(i") Attomey Genera-l's offrce which gives legal opinion before
the Minister for Finance appends signature on a filancing
agreement.

MIN. NO.83/2OO6 EVIDENCE



MAIAGEMENT

The Committee was il{ormed that Mr. Onyonka
received instructions directly from t}le Mrnister for
Finance, Permanent Secretary, Treasury and
Financial Secretary/Treasury. He never made any
payment without the approval of one or more of the
above mentioned ofhcers.

MIN . NO. 85/2006 ADJOURNMENT

HON. UIIURU KEIiTYATTA, EGH, MP
SIGNED........

(CIIAIRMAX)

15TH MARCH, 2006
DATE............

The Chairman adjourned tJ.e meeting at 7.00 pm.
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PRESENT:

IN ATTENDANCE NATIONAL ASSEMBLY

(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 Twaia, Mp

Mrs. Consolata W. Munga
Mr. Julius Anwomoi

KEIiTA NATIONAL AUDIT OFFICE

Mr. Benson Kariuki

MIN. NO. A6 2006 CONFIRMATION
PREVIOUS MEETINGS

Principal Clerk Assistant
Third Clerk Assistant

Principal Auditor

OF MINUTES OF THE

The Minutes of the following sittings were confrrmed
(with amendments) 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
February, 11, 2006 proposed by Hon.
Norma-n M.G.K. Nyagah, EGH, Mp and
seconded by Hon. Fahi:n Twaha, Mp.

c) Miuutes of the Third sitting held on
February 72,2006 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.
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e) Minutes of the Fifth sitting held on
February 74,2006 proposed by Hon. Zebedeo
J. Opore, MP and seconded by Hon. Billow
Kerrow, MP.

f) Minutes of the Sixth sitting held on
February 15,2006 proposed by Hon. Joseph
K. Lagat, MP ald 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 27,2006 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 artd
seconded by Hon. Fahim Twaha, MP.

j) Minutes of the Tenth sitting held 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 2A,2006 proposed by Hon. Joseph
K. Lagat, MP and seconded by Hon. Zebedeo
J. Opore .MP.

1) Minutes of the Twelfth sitting held on
March 01, 20O6 proposed by Hon. Fahim
Twaha, MP and seconded by Hon. Normar
M.G.K. Nyagah, EGH, MP.

m) Minutes of the Thkteenth sitting held on
March 02, 2OO6 proposed by Hon. Charles
Keter, MP and seconded by Hon. Zebedeo J.
Opore, MP.

n) Miautes of the Fourteenth sitting held on
March 03, 20O6 proposed by Hon. Billow
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 alrd seconded bY Hon. Fahim
Twaha, MP.

p) Minutes of the Sixteenth sitting held on
Ma-rch 07, 2006 proposed by Hon- Zebedeo J.
Opore and seconded by Hon. Billow Kerrow,
MP.
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q) Minutes of the Seventeeath sitti.ng held on
March O8, 20O6 proposed by Hon. Norman
M.G.K. Nyagah, EGH, MP and seconded by
Hon. Zebedeo J. Opore, MP.

r) Minutes of the Eighteenth sitting held on
March 13,2006 proposed by Hon. Joseph K.
Lagat, MP and seconded by Hon. Charles
Keter, MP.

MrN. NO. A7 12006 MATTERS ARISING

The Committee deliberated on Hon. Kiraitu
Murungi's letter to t.l.e Committee on his request to
be offered a second chalce to provide his evidence.
It was resolved that the witness be given a chance
to appear on Monday 20 March 20O6 at 2.30pm.

MrN. NO. 88/2006 THE COMMITTEE'S DRAFT REPORT

The Committee del.iberated on its draJt report on the
Procurement of Passport Issuing Equipment of the
Department of Immigration and made various
rec omm endation s.

MIN. NO. A9 120A6 ADJOURNMENT

HON. UHURU KENYATTA, EGH, MP
SIGNED........

(cHATRMAX)

27rlr MARCH, 2006
DATE............

And there being no other business, the Chairman
adjourned the meeting at 1.06 pm.
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MINUTES OF THE TU/ENTIETH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE ON SPECIAL AUDIT REPORT ON PROCUREMEI{T OF
PASSPORT ISSUING EOUIPMENT HELD ON THURSDAY, MARCH 16.
2()()6 IN NYAII BEACH HOTEL MOMBASA AT 9.OO A.IVI

PRESENT: (The following members were present)

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

ABSENT WITH APOLOGY

Hon. Billow Kerrow, MP

Uhuru Kenyatta, EGH, MP (Chairman)
Joseph K. Lagat, MP
Normar M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Fahim Twaha, MP

IN ATTENDANCE

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

MIN. NO.90

NATIONAL ASSEMBLY

Principal Clerk Assistant
Third Clerk Assistant

KEI!-YA NATIONAL AUDIT OFT'ICE

Mr. Benson Kariuki Principal Auditor

2006 THE DRAFT REPORT

The Committee deliberated on its Draft Report and
made several amendments to its ea-rlier
recommendations.

MIN.NO. 9II2006 ADJOURNMNNT

And there being no other business, the Chairman
adjourned tJ:e meeting at 1.32 Pm.

HON. IIHURU KEIiI'YATTA, EGH, MP
SIGNED

(cHAJRMAN)

27TH MARCH, 2006
D4TE............
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MINUTES OF THE TW'ENTY F,IRST SIT"TING OF THE PUB LIC ACCOUNTS
COMMITTEE ON SPECIAL AIIDIT R.EPORT ON PROCUREMENT OF
PASSPORT ISSUING EOIIIPMENT HELD ON FRIDAY. MARCH 1 2006
IN NYALI BEACH HOTEL MOMBASA AT 9.OO AM

PRESENT: (The following members were present)

Hon.
H on.
Hon.
Hon.
Hon.
Hon.

Uhuru Kenyatta, EGH, MP (Chairmarr)
Joseph K. Lagat, MP
Norman M.G.K. Nyagah, EGH, MP
Charles Keter, MP
Zebedeo J. Opore, MP
Fahim Twaha, MP

ABSENT WITH APOLOGY

Hon. Billow Kerrow, MP

IN ATTENDANCE NATIONAL ASSEMBLY

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

KENYA NATIONAL AUDIT OFFICE

Mr. Benson Kariuki

PrincipaJ Clerk Assistarrt
Third CIerk Assistant

Principal Auditor
i

MrN. NO. 9212006 THE DRAFT REPORT

SIGNED

The Committee deliberated on its Draft Report and
made few amendments to its earlier
recommendations.

And there being no other business, the Chajrman
adjourned the meeting at 1.0O pm.

HON. UHI'RU KENYATTA, EGH, MP

(cIIAJRMAN)

27TH MARCH, 2006
DATE
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MINUTES OF THE TWENTY-SECOND SITTING OF THE PUBLIC
ACCOUNTS COMMITTEE ON SPECIAL AUDIT REPORT ON

f
PROCUREMENT OF PASSPORT ISSUING EOUIPMENT HELD ON
MONDAY MARCH 27 2006 IN COMMITTEE ROOM 9 PARLIAMENT
BUILDINGS AT 2.3O PM

PRESENT: (The following members were present)

Hon. llhuru Keynote, EGH, MP (Chairmarr)
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

NATIONAL ASSEMBLYIN ATTENDANCE

Mrs. Consolata W. Munga
Mr. Julius Ariwomoi

Principal Clerk Assistant
Third Clerk Assistant

MrN. NO. 9412006 CONFIRMATION OF MINUTES OF THE
PREVIOUS MEETINGS

The Minutes of tJle following sittings were confirmed
(with amendments) by the members present and
sigrred by the Chairma-n: -

a) Minutes of the Nineteenth sitting held
on March 15, 2006 ProPosed bY Hon.
Norman M.G.K. NYagah, EGH, MP and
seconded by Hon. Zebedeo J. Opore, MP.

b) Miautes of the Tweatieth sittirg held on
March 16, 2OO6 proposed by Hon' Norman
M.G.K. Nyagah, EGH, MP and seconded by
Hon. Zebedeo J. OPore, MP.

c) Minutes of the Twenty First sitting held
on March 17, 2006 ProPosed bY Hon.
Joseph K. Lagat, MP and seconded bY

Hon. Charles Keter, MP.

MIN. NO.9 312006 EVIDENCE

Hon. Kiraitu Murungi, MP and former Minister for
Justice & Constitutional Affairs accompalied by his
Iegal advisor Mr. Kioko Kj-iukumi appeared again

Sp.ciat Audit Repod b! the Public Accounts Cornrnittec 114



before the Committee arrd gave evidence on the
involvement of Ministry of Justice & Constitutional
Affairs in investigating Anglo Leasing scandal.

MrN. NO. 9612006 ADOPTION OF THE SPECIAL AUD IT REPORT

)

MrN. NO.97 12006

The Committee adopted its Special Audit Report
and resolved to present it to the House the foltowing
day (Tuesday 28 March 2006) for consideration.

ADJOURNMENT

And there beilg no other business, the Chairman
adjourned the meeLing stne die at 5.12 pm.

HON. I]HURU KENYATTA, EGH, MP
SIGNED........

(crrArRMAN)

I
il
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