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Sc{ent at Alms
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Manager Audit

MIN No. ll l9 i2(l l6:St ltll l SS ION OF EVII)EN ('I O\ 'l'lll. SI'l:('1,\L .\t-l)lT'()li (; I,l\E ITAI,'S
RI.]POIi'[ ()N ACCoTIN'I'S ()F TH[, NATIONAL Y0L]I'H ST|RVTC I'-: \{ It. YWIt,FItED MT-ISATJ. A(]. ('H r ri t- IiXECTITIVT OFFICI'R. NATIONAL I
I},\\K o KIIN}'A

Mr. wilfred Musau, Ag. Chief Executivc officer, National Bank of Kenya appeared belbre the
Committee accompanicd b-v. Mr. Reuben Koech, Ag. Director, Corporate and Institutional Banking. and
sLrbmitted the lbl lo*.ingl

I . 'l'he tlrst bank account of'the National Youth Service (NYS) was opened at the bank in I 988 through
a presidentiai decree. This decree was not readily traceable but they would keep checking their
records for it.

2. The bank held 3 accounts tbr the NYS namely The Huduma Cohorts Account. The Huduma Corps
Account and The Director NYS Account. These accounts were opened on direction of the Ministry
of Devolution and Planning. One account was perpetually overdrawn fbr a while because the
Ministry took tirne to remit lunds into it. resulting in debits by bank chargcs.

3. Evidence of -l'reasury's 
authority to open the subsequent bank accounts was not available because as

is practise. only thc molher bank account required this approval. The other accounts were simply
linked to the cxisting customer registration number. I'his however may have been an oversight. or
that this approval existed but was unavailable due to the sevcral turnovers the bank has had,

4. l'he palments to NYS cohons were to volunteers who participated in the slum upgrading project. lt
was NYS who brought a schedule of payrnent indicating names and amounts. NBK's rolc was to
carry out these instructions as is. The banks liabilir,v therelbre rested on this prcrnise.

5. Thc hank entcred into an agreemcnt u'ith Safhricom t.irnited through a contract signed in 2010
bctrvscn the thcn bank's (ll-lO. thc late Mr. tlcube n Mararnbii and Mr. [lobcrt f ollvmore ot'
5al'irriconr.

6. lhis asrecntenl \\ls meatlt to thcilitatc hulk parrnent t() thc \()Llth sho did not havc bank accounts.
I'hc itltunativc ol'opcrrint accounts lilr th0 \outh rras logisticallr costlr bccausc thcsc accorrnts

MIN No. I14712016: PRELIMTNARIES

The Chairman called the meeting to order at half past ten O'clock in the morning and said a prayer.The
agenda was adopted as proposed by Hon.KarekeMbiuki and seconded by Hon. Julius Melly.

MIN No. ll48/2016: CONFIRMATION OF MINUTES

1-he agenda item was delerred to the next sitting. Thcre were thus no matters arising.



would ultimately becorne dormant. The choice ol'MPESA payment was the most etficient because

Sai'aricom had the best infrastructure to meet the volumes.

7. The youth cohorts were paid at a daily rate ofKes. 500.

8. 'fhe relevant charges, fees and commissions between the bank and Safhricorn were agrced upon as

specified in the contract.

9. The bank relayed a total bulk figure to Safaricom through a vinual account who then distributed
amounls due to individual MPESA numbers, as provided by the NYS. J'he bank's control of these

remittances was assured through stalements provided by Safaricom for their reconc iliations.
10. The current financial reporting rules that place a limit ofcash transactions at Kes. I Million had been

positively received by both customers and banks.

The meeting resolved that the witness provides a written statement to guide the supporling documents thcy

had submined within trr'o ueeks.

Mr. Robert Collymore, Chief Executive Officer, Safaricom Limited appeared belbre thc Cornmiltee
accompanied by Messrs. Steve Chege, Director, Corporate Affairs and John Ohaga, Legal Counsel. and

submittcd the following on oathl

I . MPESA is licensed and regulated by the Central Bank of Kenya, distinct lrom its 2009 GSM license.

2. MPESA enables customers, individuals and corporate, to send customer to customer, bill and

merchant payments.

3. 2656 organizations had so lar pannered with Safhricom. of which 40 were banks.

4. Kes. 1.7 Billion is transrnilted through the platform daily, translating to Kes. 50 Billion monthly.
5. On bulk payments, money is put in a trust account then dispersed through a remittance sheet of

customers. This sheet only contains mobile phone numbers and amounts. These remittances are then

scheduled by Safaricom.

6. It was the responsibility of the client to verify recipients and do due diligence. In fact. Safaricom

only provides the client with a platlorm of which the client themselves input the recipients by

initiating and completing the disbursements.

7. Safaricom has no contractual relationship whatsoever with the NYS but with National Bank of
Kenya. The agreemenl with the National Bank dates back to 201 I and comprises mobile banking and

salary disbursements. NBK transactions total Kes. l4 Million daily and Kes.425 Million monthly.
8. The payments to NYS cohons were all made within wallet limits and to registered mobile phone

numbers. The highest daily payment was Kes. 24.832.00.

9. NBK only loaded mobile phone numbers and amountst Sal'aricom was therelore not able to knorv the

intended rec ipients by name.

10. Safaricom has no list ofcohorts. other than ISDN numbers, as this lvas exclusively handled by the

client. NBK.

The meeting resolved that the r.r'itness be furnished with the list of payrrents rvith sirnilar telcphonc or ID
card numbcrs lbr their analysis. 

-l his. togethcr with details ot cornmissions carned and their written
statement would be provided within orre week.

,

MIN No. lls0/2016: SUBMISSION OF EVIDENCE ON THE SPECIAL AUDITOR GENERAL'S
RE,PORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: MR.
ROBERT COLLYMORE. CHIEF EXECUTIVE OFFICER SAFARICOM
LIMITED



MIN No. 1l5l /2016: ,\l),louRNMl,tNl'

There being no other business. the meeting was adjourned at twenty
aliernoon.Ncxt meeting would be on I l,lJuly. 2016 at 2.30 p.m.

minutes past oneO'clock in the
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Mr.Geollrey Mwitari

OT-FI(]E ()}' THTi ATJDIToR (;ENI]RAL

l. Mr Raphael lkame

2. Mr Addy Waichigo
l)arlianrenlary Liasion Officer
Manager Audit

NIIN No. I 152/2016: PItEl,l }ll NARII.IS

The Vice- chairman oalled the meeting to order at lifty minutes past two O'clock in the afternoon and said a

prayer.

MIN No. I153/2016: CONFIRMATION OF MINLITES

Mr.SaitotiTorome, Principal Secretary, State l)epartmcnt for Planning and Statistics appcared betbrc
thc Committee accotlpanicd by Messrs. Peter Muita. Deputy Chief Financc Officer, Clemcnt Murage,
Chief Accountant and Anthony Mwangi, Finance Officcr. and submitted the lbllowing;

l. 'Ihe National Youth Service (NYS) was moved to the State Department of Public Service and Youth
Affairs under thc Ministry of Public Service. Youth and Gender Affairs vide an executive order in
May, 2016.

2. l-le was appointed as a Principal Secretary before the executive order, and was the accounting omcer
betbre the state departments were formalized. During this period however, the Principal Secretary in
charge of Public Service and Youth. Ms. Lillian Mbogo- Omollo had instructed accountants in the

rninistry to consult her. as the substantive Principal Secretary, on all matters related to NYS. This
was donc through a memo authored by her Director of Adrn in istration. a Mr. Mike Ojiambo. A team
was set up to validate all pending payments before they were approved.

3. Mr. Torome was theretbre not in possession oforiginal documents that pertain to the payments under

query. He only had copies olsome ofthe paynrent vouchers.He also could only manage to obtain the

procurement plan of financial year 2014/l5.Details of AIE of Kes. 70 Million issued to NYS Cilgil
college werc also unavailable.

4. Procurement of goods and services (including voucher validation and examination) in question were

done at the NYS. The ministry was only involved in payments at the flnal stage through the G-pa;-

systcm.'Ihis was done by a Mr. Joel Karen ju who was the Head of Accounts at the time.
5. He recalls having blocked payrnenl of an invoice ol'about Kes. 78 Million to Out of the []ox

Solutions because the cornpany had been identitlcd b1 the [:ACC as being investigated.
(r. Suppliers ot soods and scrvices to qovcrnrncnt in gcneral arc first pre-qualilled belbre the), can

tcnder. l)rc-tlLralillcation establishes genuincncss and capacitl of applicants belirre thel' can be

cngagccl.

a

NA'I'IONAt, I'IT[,AST]RY

The agenda item was delerrcd to the next sitting.'l'here were thus no matters arising.

MIN No. I I5,I/20I6:S[jBMISSION OF EVIDENCE ON THtr SI,ECIAI- ATJDITOR GENERAL'S
IIEI'>ORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: MR.
SAITOTI TOROME. PS STATE DT]PT. FOR PLANNING



The meeting resolved that the witness avail before the committee rhe merno frorn pS t-illian Mbogo-omollo's office and the Iist of companies the team she created creared or denied payments. .r-his, 
togetherwith the blocked invoice to out of the Box Sorutions wourd be provided within two weeks.

The meeting lurther resolved to invite the Principal Secretary, State Department fbr public Service andYouth Affairs' Ms' Lillian Mbogo- omollo, to provide a detailed responsc on the mafiers stil pending. pSSaitotiTorome would accompany her.

MIN No. l155/2016: A,DJOURNMENT

There being no other business. the meeting was adjourned at fiveo'clock in the evening.Next meeting wouldbe on I2'hJuly, 2016 at 10.00a.m.

,^,"*.2R..2..2n r)_Signed

rrpcrson )
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NATIONAL I-REASURY

Mr.Geoftiey Mwitari

oF'r. tcI F I'HI.] AT.]I)ITOR (; I'NIiItAt,

I. Mr JoshiahOyuko
2. Mr Addy Waichigo
.3. Mr. Francis (l ichure

Manager Audit
Manager Audit
Managcr Audit

The Vice- chairman called the meeting to order at twenty five minutes past ten O'clock in the morning and
said a prayer.

MIN" No. I157/2 016: (IONFIRMATION ()F INt]TI.],S

The agenda item was def'erred to the next sitting. There were thus no matters arising.

\llN No. I l5ll/201(r:StlliMISSI0N OF IiVIDI,]NCIi ON TIIE SPF],CIAL AUDI TOR GIiNI]RAL'S
It t.. r,( ) t{T ON ACCOUNTS OF THE NATION L YOLTH SI.,R CE: MR.
AL[,X NGI-JCI. HtrAD OF IN'I'ERNAT, AT]DIT. STATE I)EP'I' r,'oti
PLA\NING

Mr.Alex Ngugi, Hcad of Internal Audit, State Department for Planning and Statistics appeared belbre
the comrnittee accornpanied by Ms. Alice Njoki, Internal Auditor. and submitted the lbllowing:

l. That he joined the public service in l98l in the then Ministry of Transport and Communication. He
then joined the internal audit function in 1995 and posted to districts. then the headquarters in charge
of IT audits and finally posted as the in charge at the Ministry of Devolution and Planning. He was
now due for transfer to Treasury. His academic qualifications are Form 4 certification, and ClrA
Section 6.

2. The Ministry of Devolution and Planning had seven directorates oI which NYS was one of them,
headed by Mr. James GitauKanuthu. Each ofthese directorates had an internal auditor in charge. His
role therelbre was that ofan overall coordinator and supervisor.

3. The coordination role included developing an annual work plan and presenting the same to the
ministerial audit committee of which he was secrctary. Hc then oversaw implementation of this work
plan and monitored each unit to lunction properly and present their reports to the ministerial
comnr ittee.

4. In lhe normal internal audit functioning. their role was to conduct a systems audit as opposed to pre-
auditing which entailed appending their signatures on pavment vouchers. llowever. NYS was unique
because the [)irector General had requested the internal auditors to assist in improving ef]iciency by
appending their signatures and approving palment vouchcrs. fhis decision rvas made infbrrnallv an{
rna,v- have begun bcfbre Mr. Ngugi took ot-llce.

5. Mr. Ngugi tblt this rras nu ordinarilr profbssional because it rneant thc intcrnal auditor uould no',r'

bc cxcrcising c\ecutive aul.horitv and thus pcrsonallr rcsponsible. It rvas horvcvcr difflcult to tLrrn

do\\n rcqrrc\t liont thc accounting ol'liccr.

MIN No. I 156/2016: I,RIILIMINARIES



The meeting resolved to invite the then head of internal audir at NYS. Mr. James GitauKanuthu to appear
before it and shed light on the queries.

Mr. Ngugi was also requested to submit;
. Summary of responses and reports submitted before the Committee.
. Copies of correspondence made on stoppage ofpre-auditing
. Report detailing how a decision was reached to transfer auditors in the Ministrv.

MIN No. I159/20t6: AD.lOtlRNMEN'I'

The next scheduled witness. the Principal Secretary State l)epartment of I,ublic Works did not honor rhe
invitation to appear before the Committee. 'l'here being no other business. the meetingadjourned at ten
minutes to oneo'clock in thc afrernoon.Next sitting would be held at 2.30p.m. same day and venue.

Signed... ,,,"..Q8...&r2Dt?--
(ch n)

6. 'lhis pre-auditing exercise stopped at the beginning ol'the 2015/16 tinancial year afler an exchange
of correspondence between the Director General and lhe lnternal Auditor in charge at the NyS.

7. Mr. Alex Ngugi was not privy to the specifics ofthe NYS processes and had actually been surprised
with the contents ofthe Auditor General's report which he had only seen the day before.'l'he internal
auditors at the NYS did not bring the issues at hand to his attention and had no way of knowing.
After the matter became public, he did not formally ask for a repon but got a verbal briel'.

8' In the exercise of his f'unctions, he was never coerced by anyone but the NYS auditors once cited the
'speed'with which payments were made. He did not have any tangible actionable proofhorvever.

9. He tabled internal audit reports of the NYS to the ministerial audit comrnittee but these were never
discussed because the Director General had not responded to thern despite instructions to do so by
the then Principal Secretary. He tabled two memos to thar effect.

10. Ms. Alice Njoki stated that she joined the service in 2008 wirh a B.Corn (Finance) from the Catholic
University of Eastern Africa and CPA (K) qualifications. She was an internal auditor at NyS
between 2012 and September 2015 and worked alongside a Mr. Richard Mutua. They reponed
directly to the head of internal audit at NYS, Mr. James CitauKanuthu who was now on interdiction.

ll.She had set herselfa lirnit ofKes. I Million on pre-audit documents and referred lhe rest to her
supervisor. Payment vouchers were ordinarily accompanied by delivery notes, Sl3 reccipt forms,
inspection and acceptance certificates. merchant due diligence documentation e.g. tax compliance
certificates etc. She remembers rejecting some payments and even seeing some related to the suspect
companies but could not recall specifics.

I2. In their pre-audit exercises. some payments still wenl through despite them expressing reservations.
once they queried the payments, thcy never saw the vouchers again and did not know the
circumstances in which thcy ended up getting paid.

13. The internal audit team at NYS met quarterly to discuss emergent issues. The subject queries
however never came up in any ofthe mectings.
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l. Mr JoshiahOyuko
2. Mr Addy Waichigo
3. Mr. Francis Gichure

Manager Audit
Manager Audit
Manager Audit

NIIN No. I160/20 I (r: I'lll.ll-lM t\,\ IU IIS

'l he Vice- chairman called the meeting to ordcr at twenly minutes past two O'clock in the afiernoon and said
a prayer

)llN No. I l6l /20l(r: CONF I IT MAI'IONO l- MINUT'ta,s

'l he agenda item was deferred k) the next sitting. There were thus no matters arising.

\ No. ll 0l(r:S t] tssto\ oI.' VIDENCI' ,I'I 
I II PECIAL AU oRG RAL'

RIIP0IiT ON ACC]O UN'r'S O}' THE NATIONAL YotI' I S I,t ltVICE: MIt.
H..\S I.i N(X)Ii HASSAN. FORMI.,R CHAI I{MAN ()F I'ltE MINIST RIAL.I'I'NDI',R (-0MMIT'I'EE.\I\ ts {\' ()t.' DI.- \'ol.l t t()\ .\\t) t,t. I\G

Mr.Hassan Noor Hassan, the then Chairman of the Ministerial Tender Committee appeared before thc
Cornrnittee and submitted the lbllorving:

l. He had served the public service diligently lor 32 years, and was due to rerire in two vears. l.le
conl'irmed chairing the Ministerial Tender Commiftee lrom l6tr'July 2014 to December 2015 whcn
he was transferred to his current position as an Administrative Secretary in the Ministry olWater and
lrrigation. This transfer rvas routine and affected several ofricers in government.

2. Ilis substantivc rolc of Adrninistrative Secretary was simply to coordinate support activities in the
ministry and deputize the Principal Secretary should he bc away. Thc PS was however never away
during the sub.iect period ofthe queries.

3. The role olthe Ministerial Tcnder Cornrnittee (M'l'C) was to harmonize procurement in the ministry
including all its directorates and agencies to ensure elliciency. ef]'ectiveness and value for money.'I'his was neccssitated by the t'act that almost eight tbrrncr ministries had bccn collapsed into one.

4. ]'he MTCI approvcd procurements alter the rcspcctive unit's tender committee had done all
cvaluatit>ns and made their decisions. The MTC's secrctariat then did the background checks
including availability ol'f'unds and the items inclusion in thc procuremcnt plan.

5. Ile was de pLrtised bi, thc then Chiel t'inance Olllcer Mr. John Munywoki. Dccisions ol' the MIC
cotrld bc rnadc b1 a vote. and in case ol'a tie. the chairman uould cast his. This provision rvas
horrever never invoked bccausc decisions wcrc aluavs rnadc bl,consensus.

6 On thc -1.5 kilornetre Kibera road. procLlrerrent lvas not donc through the MTC and hc was thcrcfgrc
not pri\\. lle onlr learnt of it through the media and morc authcnticall) through the I)irectprate ol'
C'rirtrinal lnvcstisalions rrho rrere called in b1 thc thcn Cabincr Sccrctar.y aficr Vr. Adangarakhc
had rc'porlctl that his pass*ord hacl bccn stolcn. IIc latcr cstablishcd that this pr'ocLrrcrnenl rvas donc
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by the use of Supplies Branch contracts of which the law DID NO'[' requirc the MTC to ratil].
Supplies branch usually sent circulars to MDAs for firms that could be contractcd.

7. The law requires that the MTC be involved in procurement ol'goods and services above Kes.

500.000. It was however the responsibility of the AIE holder and the department to refer such

matters to them. They must have therelore violated the law to that extent.

8. On procurement of goods and services amounting to Kes. 609,252.760.60 as detailed the Auditor
General's report's table 2, the MTC was not involved. They were procured by use ofSupplies branch

contracts. 'I'his was also the position for goods procured at Kes. 222,122,919.00 as detailed in page

l5 ofthe Auditor General's report.

9. Procurement of publiciry services from Out of the Box Solutions for Kes. 302,458.690.00 and

rebranding services from The Consulting l{ousc fbr Kes. 90,000,000.00 were procedurally done

through the MTC. I'he original documentation supponing advenisements ofexpression of interest of
these procurements were however taken by the Ethics and Anti-corruption Commission and he did

not have copies to present to the committee.

10. On the Consulting House procurement, the audit query was about over payment by Kes. 12.5

Million. This was not within the premise of the MTC but with the finance departmcnt and the AIE

holder, and he did not know why they were overpaid.

ll.The contract lbr Out of the Box Solutions had a 30% provision for payment for delivery olan
inception report which included a comprehensive execution plan, detailed dates of activities, details

of coordinating government activities for ACPO registration for a, outreach mechanisms, campaign

theme. outline of three television and ten radio station commercials, rnerchandize, an interactive

wcbsite, a mobile telephone USSD system and monitoring and evaluation. '[he payment of Kes.

90,737,607.00 was done after delivery of this inception repon. The balance of 70% was tbr
execution of the plan to reach at least 1000 youth in every county. This was done in seven counties

including Machakos and Kiambu. The plan was however halted alier bad publicity and the launch of
investigations into the affairs of the NYS. He however did not know whether the company had

pursued payment of its remaining contractual dues.

12. AIE holders had a responsibility towards funding controls, and procurement is managed by the ltead

ofSupplies Chain and ultimately the Accounting Officer who gets quanerly reports.

13. He had no idea on Mr. AdanHarakhe's movements and transf'ers culminating at the NYS.

14. He concluded that the MTC had enough strength to delivcr on its mandate. J'he use of Supplies

Branch contracts had however created a loophole that could be exploited for fraudulent activities. Its

usef'ulness in the currenl market dynamics is outdated.

The meeting resolved that the witness availthe followingwilhin one week;

a) Tender and Contract documents for Out ofBox Solutions;

b) 1'ender and Contract documents for l'he Consulling Housel

c) His formal letler of appointment as Chairman of MI'C;
d) Treasury's memo guiding use ofSupplies Branch contracts.

MIN No. 1 I 6312111 6: AD.IOtlRNMIN'I'

There being no other business, the rneetingadjourned at twenty minutes past lourO'clock in the

afternoon.Next sitting would be heldon I3'h July,2016at2.30p.rn.

Signcd...
(( h I\( )ll
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NA'I'IONAL 'I'RI'A st lt\

Mr.Oeolfiey Mwitari

( )F l, t(' r,t ot'r'ilt.t A (rDt'l'ott (; EN EITAI-

l. Mr JoshiahOyuko
2. Mr Addy Waichigo
3. Mr. Franc is Gichure

Manager Audit
Manager Audit
Manager Audit

The Vice- chairman called the meeting to ordcr at fiveminutes past two O'clock in the afternoon and said a
prayer.All present introduced themselves.

Mr..lohn Munywoki, thc rhensenior Chief !'inancc Officer,
Pla n ningappcared belbr.e the Committee and subrnittcd the fbllowing:

Ministrt of Devolution and

)

He was the Senior Chiel Finance Olficer (SCFO) in the Minislry of Devolution and planning until
March 201 5 when he was translerred to the Ministry ol lnterior and Coordination ol National
Covernment in the same capacity. He was also the Vice-chairman of the Ministerial l ender
Commirtee (MTC) of the Minisrry of Devolurion and planning.

In his position as the SCFO. his roles included budget planning, implementation anrl control. He
would assist the Accounting OfIcer irnplement the budget and had the powers to sign documents
including LPOs, LSOs and payment vouchers.
Mr. AdanGedowl]arakhe, thc then Senior Deputy Director at Nys was appointed as the AIE holder
by the then Principal secretary, Mr. peter Mangiti vide letter reL MDpll/3141 dated lgrh February.
20 I 5. 'l'his 

u as afier revocation of Dr. Nelson Githinji's responsibility as AI E holder vide a letter ref.
MNI)P/3/41 dated rhe same day. l'his was mcant to free Dr. Githinji to concentrate on policy
dircction and oversight as the NYS's mandate hadexpanded.
Upon receipt of the two lettcrs, thc SCFO wrote to Dircctor IrMIS at 'l'reasury vide letler ref.
MDP/ll3l41 dated 20'1' February. 2015 requesting him to define Mr. AdanHarakhe as AIE holder as
had been appointed by thc Accounting Oflicer.
He however lailed to requcst IFMIS to revoke Mr. Cithinji's credentials and adrnitred thar ir uas an
oversight. lle cxplained that he had atlached thc Accounting OII'iccrs letters in his orvn letter to serve
as sell'-explanatory . Hc could nor explain why Dr. (iithinii kcpt logging in. and he had only seen rhat
tirct in the special audit report.

NYS had tirlll-lledged procurcmcnt and Ilnance departnrents. -l-hc1- only scnt their docurnenl.s to the
nrinistr'} lbr llnal pa\rncnt through (i-pay. antl this *oLrld be donc b1 accoLrntants.

.+

(r

MIN No. I 161/2016: PREI,tMINAR|f,S

MIN No. ll65/2016: CONFIITMATION OF MINUTES

The agend, itcrn was delcrrcd to the nexl sitting.'r'here were thus no matters arising.

MIN No. ll66/2016:StIBMISSION oF EVIDENCE oN THE SpECIAL AUDtroR GENERAL's
RIPORT oN ACCOUNTS oF'tHE NATIONAL yourH SERVICE: MR.JoHN MUNywoKI.
FoRMER SIINIoR CHIEF FINANCE OFFICER.MINISTRY OF DEVOLUTION AN'PLANNING



7. From the IFMIS system, he could see expenditure returns and could request fbr ledgers lrom those

who had rights to see them.

8. He used to relate with the NYS Director. Mr. Samuel Wachenje verbally whenever he sought

clarifications on any commitments made in the system. He however could not recall any specific

case on which he did.

9. As a member of the MTC, the tenders in question procured through supplies branch were not ratitied

by them as required by law, as long as they met the threshold of Kes. I Million. It was however the

prerogative of the procuring department to present them for ratification. NYS actually brought some

cases to the MTC, but not those under query.

10. He did not relate expenditure returns with failure to present procurements to the MTC by NYS
because he was not in a posltion to see everything. AIE holders had been empowered by the

Accounting Officer to verify all their payments.

I l. He was aware of the contracts with Out of the Box Solutions and The Consulting House and they

must have been approved by the MTC.
12.The letter appointing Mr. Adanl{arakhe stated that he as the SCFO could sign for approval of

vouchers in Mr. Harakhe's absence. He may have actually exercised this power at times but could

not remember specifics. l{e was also aware ofclauses in this letter empowering the SCFO to approve

alldocumentation before payment but he did not adhere.

13. He saw the suspect vouchers at the EACC when he was called to record a statement. He however did

not sign any of these documents.

14. l'he Kes. 3.5 Billion supplernentary budget was meant to replicate the Kibera slum upgrading project

in three other slums. He left the ministry before this exchequer was issued.

The meeting resolved that the witness avail a wrilten statement explaining the confusion in two letters he

drafled to the Director IFMlSwithin one wecki and also stating the policy they irnplemented as regards the

threshold with which all matters procurement were to be relcrred to the MTC.

MIN No. 116712016: Al).lOt,RN M It N'I'

There being no other business. the mectingadjourned at thirty minutes past Fouro'clock in the

afternoon.Next sitting would be heldon l4'r' July. 2016 at 10.00a.m.

Signcd ,,*..]g-:..Q, vt?--
(('ha i I]
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l. Mr JoshiahOyuko
2. Mr Addy Waichigo
3. Mr. Francis Gichure

Manager Audit
Manager Audit
Manager Audit

The Chairman called the meeting to order at three O'clock in the afternoon and said a prayer followed by
introductions by all present.

lll\ \o. I I (rfl/2 0 l6: I'RI.lLlM I \ ARI IiS

MIN No. ll69l2r,tl 6: C( ):\i F I I{ }lATION OF MINUTF]S

'l'he agcnda itcnr was detbrred to the next sitting. There were thus no matrers arising

MIN No. l17 /2 l6:SllllM SI0N t.' VII)Ti,N ON'I'IIE t,t,t( t;\ L l rt)nr )tt r,tNt,tRAl.'
RT]PORT O\ AC ol' NTS OF THE NATI oNAL YoUTH SERVIC Il: \l It.
l.'tt t.l l)l{( K Mtl GI.' MI.JSII MBI. FINA c[, ()I,'FI l! l{, l l{I,.,\sU ItY

Mr' Fredrick MungeMusembi. a finance officer at 1'reasury's IFMIS deparrment appeared before the
Committce and submitted as fbllows:

l. He hailed from Machakos town.He joined thc public servicc in 2009 as a finance otficer at
Treasury's budget department betbre joining thc departmenr of IFMIS in 2012. llis qualifications
included a Bachclor's degree in Business Managemenr. Finance option. and CpA (K) certification.
I le currently pursues his Masler's degree.

2' IIis roles at It'MIS department included creating/ delining suppliers in the system, providing
budgetary preparation to both national and county governments. training as well as providing general
support on IFMIS. His immediate supervisor was the Director IFMIS.

3. His specific task oisupplier definition involved capturing supplier details as requested by Ministries.
Departments and Agencies (MDAs). The process currently is done by the MDAs on site and'l)'easury approvcs online. IIis allocated ministries include Devolution and Planning. lnterior and
coordination ofNational covernment. Transport and Inriastructure and Irearth.

4. 'l'he request fiom MDAs to define suppliers was signed by the respective head olaccounting unir and
delivered to the ll-MIS rcception.'l'his u'as then disrributcd to lhe relevant olficers to define. withour
having to go through rhc IFMIS Dircctor. The specific letter thar rccluesred delinition of the
cotnpanics under querv was signed b1 Mr. Naftali Githinii ofthe Srate Department of planning dated
I 0'l' Novenr hcr. 20 I 4.

5. l)clining thc sLrpplie'r in thc IFMIS systcrn \\as cntireh distinct liom thc par,rnent process lvhich rlas
tlone br thc rcspcctivc MDAs.

6. 'l here uas no policl'that spccificd the dilta to bc inpur nhen dctining the supplicr. One keved in the
dctails as prcscntcd antl rcqucstcd tr1 thc i\4DA tlcpentling otl thc \\orkl()ild. Onc rroLrld dcllnc the
ll)()st basic tlctails and rctltrcst thu MI)A [r) conrplctc thc rest ut thcir tliscretiorr. On thc sLrbiccr
cornpanics l'rorrcrcr. he dctinctl all the dctails as re(luestcd in thc lcttcr.

NATIONAL TREASURY
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7. The process ofdefining suppliers had no verification levels. In case ofan error. the user would log

back into thc system and correct it.

8. In the conduct of his duties. he was never coerced and always acted with integrity.

The Committee resolved to engage the Director IFMtS on the operations of the systern, and also resolved to

summon Mr. Naftali Cithinji to explain details on the companies in the letter he had supposedly written to

IFMIS for creation.

L The Chairman informed the Committee that the inspection delegation that visited Embu CK Prison's

biogas plant in its inquiry into FY 2013/14 national government accounts had promised to return and

do corporate social responsibilities visit. lhis was due to the f'act that the project was welldone and

the Committee commended it as a model project in its report. The secretariat was tasked to find a

suitable date and arrange logistics for the visit.

2. The Chairman also reminded members of the committee of the upcoming AFROPAC ACM and

Conlerence to be held in Nairobi tiom 29'r' August - 2''d September. 201 6. He called for the

committee members full involvcment.

MIN No. I 17212 016: ANY OTHEIt I]T I SINESS

There being no other business, the meetingadjourned at five minutes past fiveO'clock in the evening.Next

sitting would be heldon l8'h July,2016 at 2.30p.m.

Signed Date ..)s a:_]oV
(Chai

\l l\ \rr. llTl121116:.\\\'O Ill[il{ l}l Sl\l1ss
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I . Mr Raphael lkamc
2. Mr Addy Waichigo
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MIN No. ll7312016: PRELIMINARIES

'l'he Chairman called the meeting to order at twenty minutes to eleven O'clock in the morning and said a
prayer followed by introductions by all present.

MIN No. ll74/20162 CONFIRMATION OF MINUTES

-l'he 
agcnda item was dct'crred to thc ncxt sitting. Therc were thus no matters arising.

MIN No.ll75/2016:SUBMISSION oF EVII)ENCE oN THE SPECIAL AUDITOR GENERAL'S
REPORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE,: MR. DAVID THUKU.
CHIIiF EXECTJTIVE OFFICER" FAMILY BANK

Thc u'itness rcquested for the scssion to be hcld in camera sincc information thev wcre to table was
confidential as protectcd by the CllK Prudcntial Guidclines. The Committee acccptcd the request
after dctcrmining the information to tre tabled was not in the public domain and touched on sevcral
clicnls of thc bank.

(Information submitted is available in the National Assembly Clerk's office on request)

'l-he Comntittee resolved to intcrrogate submissions provided by the accounting ollicer in details.'fhe Cornmittee requested the accounting olficer to subrnit the lollowing documents and infbrmation within
seven (7) days.

a. Accounts relating to internal translers ( Ms. Kabura.s transactions)
b. Name ofthe 9 olficers who were suspended by Farnily Bank
c. Date when Mr. Kipsanai was contacted
d. Any information regarding Draco capital. crunrum Engineering and'l'egrncn Trading

MIN No. ll7612016: ANY OTHE,R BUSINESS
T'hc ('orrnrittec agrced to have ljamilr,tlank reappcar belbre it on a clate to be dcrcrmined

MIN No. ll7712016: AD.tOtTRNMENT
lherc bcing ntt othcr btrsincss. thc me e t inr.lad.iourned arllre minutcs to trvo 0'cleck in thc al'tcrnurn.Ncxt
sittins \\ould be' heklon lll'r'Julr. 201(r at 10.-l0a.nr.



Signed n,,"..9.$:..?- :9n (7-
(ch n)
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MIN Nrr. I lTtl/201(t: PRELIMINARIES

l'he Chairman called the meeting to order at twenty minutes to eleven O'clock in the morning and said a
prayer firllowed by introductions by all present.

MIN No. 117912016: (IONFIIiMATION OF' M INU'I'E,S

The agenda item was deferred to the next sitting. There were thus no matters arising.

MIN No. lI80/2016:SUBMISSION oF EVIDENCE oN THE spECrAL AUDITOR GENERAL'S
REPORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: MR. JIROME OCHIENG,
DIRE,CTOR IFMIS. NATIONAL TREASURY
Accompanied by:

I . Dr. Geoffrey Mwau
2. Mr. BenardNdungu
3. Mr. AlfayoMogaka
4. Mr. Francis Anyona
5. Mr. Tom Khakame
6. Mr. GeofreyMaloba
7. Mr. Pius Kaua

8. Mr. Moses Citari
9. Mr. Arrhur Nduari

Mr. JiromeOchieng. the [)irector. lliMIS. appeared belbre the Committec and gave submission to the
Committcc as follows:
On rationale for increasing the budget ofthe NYS and absorption capacity created to absorb the
funds bcfore exchequer issuance, hc informed the committee that;
the approved l]udget allocation to the National Youth Service lbrthe Financial Years 2012/13,2013/14 and
2013/15 was Kshs.3.9 billion, Kshs.l3.05 billion and Kshs.22.8 billion respcctively.

A dctailed movement of the approved budgets lor NYS within the financial years and the reasons fbr
incrcased l'unding are shown in the table below:

Financial
Year

F\ 2012fl3 3,943.12

FY 2013/14 17,496.16 lncrease in Kshs.2.928 billion was to cater for dam
construction which was a strategic intervention in the Fy
2013t14

lncrease in Kshs.6.325 billion was to cater for equipping of
NYS which was a donor funded project funded by the

3 o/o2320053

FY 2014/15 17 .941.25
I

blic ol China
Kshs.1.92 billion was required to cater increase intake of
10.000 recruits as provided for in the Second l/edium Term
Plan (2013-2017)ofthe Vision 2013

'S

Kshs.7.8 billion was required to cater ior NyS re

3 892.82

22 7 4 7a/"

enqrneean g throuqh of the 5 Pornt Vision Plan

Pnnted Est'nrates Final Approved Budget i * tncrease laionaler'Justifrcation lor the increase
Kshs millions Kshs million



'fhe rationale tbr increased funding is explained in the table above and was as lollows fbr the two financial
years:

l) In the FY 2013/14
o The major increase of Kshs.6.3billion was to cater for equipping of NYS which was a donor

funded project by the Peoples Republic ofChina;
o The increase of Kshs.2.9 billion was also to cater for dam construction in ASA[, areas which was

a strategic intervention in the FY 2013114.

2) In the FY 2014/15
The Second Medium Term Plan (2013-2017) of the Vision 2030, Lrnder the Social Pillar provides for
"upgrade ofthe NYS with the projected annual youth recruitment of more than ten thousand recruits".
In this regard, the increase in funding in FY 2014/l 5 for NYS was to cater for:
a. Double intake in recruitment of Service men/women which aimcd at recruiting ten thousand

( 10,000) recru its.
b. ln order to implement the Government's agenda fbr transfbrmative youth empowennent. the

Ministry of Devolution and Planning developed a 5 point vision to guide the transformation. to

suppon this, the Ministry requested for more funding to cater lor increased activilies carried
out by NYS under the new 5 point pillar.'l'he 5 point pillar includes:

Absorption capacity created to absorb the funds before Exchequer issuance:
The Vote book balances fbr Subhead Youth Developrnent lnitiatives as at 3Oth April l0l5 indicated that
NYS had capacity to absorb the allocared funds. Apart from considering the double intake and upgrading ol
NYS through the 5 poinl Pillar, the Natlonal Treasury also considered the absorption levels as at iOth April.
2015 (rhird quarter), as per Vote Book which stood at 92.637u ofthe printed estimates under Head 0092-01
- Youth Development lnitiatives as shown in the tale bclow:

Items Printed
Estimates
2014/15 Kshs.
millions

Status of Expenditure
as at 30th April 2015

Kshs.million

Balanca as at
30th April 2015

Kshs. million

Expenditure as a%

of Printed Estimates
Kshs. Million

Supplementary
Estimates
Nshs. Million

CasualLabour -Otherc 1.300.00 961.35 388 65 73 95% 250

Hire of Equipmenl, Plant
and Machinery

1.505 36 1,450.65 54.71 96 37% 500

Refined Fuels and

Lubricarls lor Produclion
1149.84 951.95 197 89 8219"/" 750

Other lnfrasfucture and

Civil Wo*s
7 .339 77 260.23 2000

Total 1'1,555.20 10,703.72 851.48 92.63% 3,500.00

On circumstances under which authority-to-incu r expcnditure controversially changed hands at NYS
The meeting was informed that:

(a) Ordinarily under normal circumstances, MDA's can have multiple AIE holdcrs who include the main
AIE, holder and Alternatives. 1'he Depanment norrnally defines and maps the AIE holders under
the mandate given by the MDAs authority.

(b) ln reference to lclters dated 23rd February. 2015 Ref'. No. MDP/l/3/41 and 20th February, 2015 Rel.
No. MDP/l/3/41 signed by John Munyoki lbr Principal Sccretary, the inslructions was to define Mr.
AdanHarake as an AIE holder.

(c) Further. the Depanrlenr received anothcr request Ret'. No. MDP/ l/3/4 I dated 27th May, 201 5

signed by ling. Peter O. M. Mangiti rcquesting lbr deactivation ol lirur (4) ol'ficels in Supply ('hain

o Paramilitary training and service regimentationt
o National Service and youth re-socialization:
. Social translormation and vocational training:
. Enterprise and youth economyl and

. Bankable institutional architecture at NYS.

7,600 00 96 58%



Management but did not receivc instructions lodeactivate Dr. Nelson Githinji from the system as an
AIE lloldcr

On Internal Audit Report of the NYS and the Ministry of Devolulion & Planning for the years under
review
'l'he mceting was infbrmed that betweon 2013 and 2015, the period under review, the intemal audit
department at the Ministry ol.Devolution and Planning produced a total of seventeen (17) audit reports.
Nine (9) were specific to the National Youth Service aciiviries, while eight were in respect ol th" Minirrry.
At NYS. the audirs r.r ere specific on:-

a) Financial Management Review at NYS Senior Mess Audit. cash managcment. Record Keeping and
Staff F,stablishment (National youth Service);

b) t ield Atlachmcnt/Assessment Allowance (NyS Tech_Naivasha);
c) Procurement Audit (NyS);
d) Outstanding Bills owed to Mechanical and'I'ransport Fund;
e) Mechanical and Transport Fund Audil
f) construction I'rojects (Double span Kitchen. dining and barracks NyS Engineering School;g) Classroom and workshop - NyS Engineering School;
h) Flats No. l2 - NYS Vocational Training Institute Industrial Area) andi) Asset Managemenr ar NyS: at pending Bills

ln respect ofthe Ministry. the audit coverage were on:-
a) Programme for Agriculture and Livestock in Weslern Communities (PALWECO) - 5 year

Programme Review (201 0-20 I 6)-GOK/Finland project
b) Community Fimpowerment and Institutional Support project:
c) Western Kenya Community Driven Development and Floor Mitigation Project (Busia, Teso and Mt.

Elgon)
d) Youth l-)nterprise Development Fund. 8th Anniversary & Specific Loans:
e) [Jnsettled Commercial Invoices from National Cereals and produce Board:f; Stores Managemenl in the Stare Departrnent ofplanning:
g) Procurement Systenr Audit (Directorate of youth Afl'airs):
h) Procurement Audir (Directorare of youth Allairs): and Turkana IDp Camp

Authority to open bank accounts for all accounts operated by the NyS
The National Treasury granted authority to operate the below account at National Bank ofKenya Harambee
Avenue:-
Actount Nanre dccount No.
Director NYS 01002000909300

The National Treasury granted authority to operate accounts with Kenya Commercial Bank, Moi Avenue.
Nairobi.
Account Namc
NYS Hudurna Cohorts Pavmcnts

Account Nanre Account No.
\YS MechanicaI &'l ransport Fund I t286745,1u

Acco unt No-
I I 71105(1929

NYS Huduma Cohorts SACCO payments I l7g058l5g

The National freasury lefters ofauthority ofopening the accounts are included in Appendix vII
The_ Accounts below were opened at National Bank of Kenya Harambee Avenue without authority of
National "l reasury.

fhis account rvas opcned in June, 20lt according to thc Special Auciit report. In Jull 2011. alicr rhc
account u'as opcned the l'crnranent Sccrel.ar\'. Ministrr of Youth Al'tairs and Sports. wroic to thc Trcasury
sccking aLrthoritl to open an account in a Cornntcrcial tlank tirr thc National youth St'rvice 1N\:i;
Mcchanical and 'l'ransport Board [und.



lle submitted that the National Treasury adopted a policy fbr all supplicrs lbr National Government to be

defincd centrally under IFMS. Mr. Fredrick MungeMusembi P/No. 20091 12985 is the of'ficer who was

assigned duties/help desk tbr Ministry of Devolution and Planning, State Department of Planning where
NYS was attached among other MDA's.

lnline of his duties. definition ofsuppliers was within the mandate assigned by the Department. On llth
November.20l4 IFMIS received a letter Reference No. NYS/FlN/2/3 dated lOth November,20l4 signed by

Naftali Githinji fbr Director Gencral requcsting ten (10) suppliers to be defined in the system among them
was the lour (4) supplier names in question.

All len ( l0) suppliers were fully detincd as requested in the system with relevant ban details as assigned. Mr.
Musembu theretbrc perlormed his allocated responsibility without ill motive.

Rcasons as to whyDr. Nelson Githinji retained his IFMIS rights despiterevocation of AIE and actuallv
continued logging into the systcm thrce months later exposing thc system's wcak control
The meeting was intbrrned that as stated in question (vi) abovc, IFMIS Dcpartment did not receive any

instructions from NYS to dcactivate Dr. Nelson Githinji frorn the system. However. Dr. Githinji could not
start and finish any procurement process rvithout involvement ofothers in the business work llow which has

twenty eight (28) documentcd steps lcading to a tight system control.

Circumstances under which users logged in at Treasury despite being officers defined at NYS and
sometimes logging inusing the same credentials at the two different locations at thesametime
signalling are sharing passwords, Some ofthe log-ins was noted to have been during weckends

He stared that rhe ob.leclives of automation in the business process are to bring efliciency and flexibility in
working environment and minimizing cosr of doing business. 'l'he IFMIS Systern being one is contigured
with controls such lhat each user is restricted to access the only responsibilities assigned to. 'l'he user is able
to access the system frorn IFMIS enabled network and through Virtual ['rivate Network ifassigned access

by Administrator. Thercfore therc is a possibility through Government Shared Selvices (GCCN) to access

IF-MIS from different points. but restricting you to the responsibilities assigned through Approval l{ierarchy,
and IFMIS business flow controls. User can only approve or take action and only if the lower levcl user in
Approval Hicrarchy have directed work to him or her.

Further IFMIS has becn configured with security control ofa single sign-on. 'l-he user cannot have multiple
logging to the system at the same time. On logging page where users long-in, the user password is

encrypted and systern, using secure network is not possible for any other person to copy password from
Iogging page.

Understanding the pressure and backlog of work from officers in diflerent MDA's the otlicers normally
work late hours and even on weekends. The government had no policy barring olfrcers liorn working over
the weekends.

He further made clarifications on issues raised by nrembers as fbllowst

l. That the system can only allow a single log in. Nobody else can log in anywhere within Government

\.r,ilh that user name and password. lt's configured to meet security credentials. The Person initiating

a transaclion directs request approval to the appropriate AIE holdcr. Its only one AIE holder who can

transacr or carry ou1 approvals at a time. ln addition, In the event that the All-l holder is not in, the

systcm is configured in such a way thal the altcrnate holder can operate.

2. No logging in to the systern by multiple users at the same time. instead one has to log out first tcr

enable another uscr to log in and complete a transaction.

3. On issucs of stolen password. hc intbrrned lhe rnecting that the password could not have bccn stolen

fiorn the systetx. Sccurity ftatures in the s)'stem has it that the passrvordcannol be accesscd bv

llow Frcdrick MungeMuse mbi an employee of Treasurv'sIFMIS Departmcnt managcd to crcale and
define site details ofsupplicrs rvho allcgedly defrauded NYS Kshs.791,835,000'00



anvone aparl frotn a case where thepasswordis given out or shared, then the othcr person can log in
as the owner. There's a possibility Mr. Harake could have given out hispassword.
A welcomc password cannot be used belore one changcs it. No transaclion can take place within the
system with a welcome password and that is one password given across the board.
Il'MIS has inbuilt controls and approval hierarchy. Requests to have a password and access IFMIS
are made by MDA's lbr ofllcers with specific assigned responsibilities and roles. One cannot have a
password if'the request has not been tnade by the respective Ministry to create it.

MIN No. 118212016: ADJOURNMENT
'fhere being no other business, thc meetingadjourned at twelve minutes to two O'clock in the afternoon.Next
sitting would be heldon 2''d August. 2016 at 10.3Oa.m.

o^r"...Z& %t?--

.l

-)

MIN No. ll8ll20t6: ANY OTHER BUSINESS
The Comrnittee agreed to havc The CS and PS. National -l reasury as well as the Director Ceneral in charge
of Budget rcappear belore it on a date to be determined so as to present a clear and comprehensive
subm ission to the Committee.

Signed..
(Chair
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l. Mr. Richard Nyachieo
2. Mr. Raphacl lkame

Dcputy l)irector. Forcnsic Audir
Parliamentary l-iaison Offi cer

I . Mr. Geollrey Mu,itari Parliamentary Liaison Offi cer

l. Dr. Richard Ndubai, CBS.
2. Mr.EliudKoome
3. Mr. Bernard Masiga
4. Mr. Charles Mulandi
5. Mr. Nixon Obora
6. Ms. Joyce G ichuru
7. Mr. Peter Muita
8. Ms.CarolyneOkcllo
9. Mr.JorarnMbui

I 0. Mr. Sammy Mbugua
I l. Mr. W. A. l.ubira
12. Mr. M. Mulili
13. Mr. Peter Kinyira
14. Mr. Clement Murage
15. Ms. Rita Njiru
16. Ms. Jacquelinc Atyang

Director General. NYS
Senior Chicf Supply Chain Management Ottcer
Senior Chief Finance Olficer
Senior Chie f Supply Chain Management Off icer. NyS

The Chairman called the meeting to ordcr at twenly minutes toelevcn O'clock in lhe rrorning and said a
prayer.The agenda was adoptcd as proposed by Hon. Timothy
Hon.A rthurodera. MP tbllowed by introductions b1, all prescnt.

Bosire. MP and seconded by

iVllN No. I I ll.l/2 0t6 : ( ON l.'lltNI Al'l()N ()T' MINUTI'S

Nls. Lilliln Mbogo, thc Principal Sccrctirrr', State Dcpartment of Public Scrvicc. (ientlcr and youth
Aflirirs,:tccompanicd bl iVlr. SaitotiTororne. PS l)lanning (MoDI,) appearcti bclirrc thc ( prnnritlcc an6
srrbnrittetl llre lollrrrr irrs:

oF-F'tcla oF''t't{E AtIt)tTott G ItN IiIlAL

'f lt tiASU RY

s-I'A'n,t l)upT'. I.-()tt l,t.l BLt (' s Eltvt c It A Nt) yo tit.It A I.FA I ItS

MIN No. I ltt3/2016: I,RELIMINARIttS

'I he agenda item rvas dct.;rretl to thc ne\t silting. 'l'hcrc rvcre tl.tus no ntatters arising.

MIN No. ll85/2016:sUIlMlsSloN oF EVIDENCE oN THE SpICIAL AUDtroR GENERAL,S
RUI'OR'I' oN ACCOUNTS oF THE NATIONAL yotrrH SERVICE: MS. LII,LIAN MBo(io,
PRINCIPAL SIICRETAITY. S'I'ATE DEPARTMI]NT ()F PTIBLIC SI|RVICIT. GENDER ANI)
YOLJI'H A}-FAIRS



l. The State Department submitted to the Commiltee procurement plans fbr the National Youth Service

in the financial years, 2013/14 and 2014/15 lbr their perusal.

2. She l'urther submitted to the Committee copies ol the payment vouchers with all the supponing

documents for payment to three suppliers for the supply of goods/ services worth Kshs. 791,385,000

to the construction ofa 3.5km road in Nairobi's Kibera area. The vouchers presented were for the

three suppliers in question including Form Home Builders, reinforced Concrete Technologics and

Roof and All Trading.
'lhe Committee was informed that issues relating to lhe payment of goods and services worthKshs.

791,385,000 were before a Court ofLaw and the proceedings were ongoing.

The Original documenrs of conrract to supply goods and services worth Kshs. 79l.385,000related to

construction ofa 3.5km Road in Nairobi's Kibera Area were with lhe investigating agencies.

3. Documentary support leading to payment of supply of goods and services worth Kshs. 609,752.60

which were procured through supplies branch were submitted to the Committee. The Ministry

availed copies of payment vouchers. Suppliers Branch Circular, LPO, delivery notes. invoiccs as

well as inspection and acceptance certitlcates as documentary evidence to support Kshs. 508,242.930

which were made in t'avour of M/s Brain Craft Trading, M/s Big Kent Cornpany, M/s Classroom

Tcchnology, M/s Essential Prodgy 1'rading. M/s cilnak General Supplies, M/s Smart Board

Learning Equipment. M/s Startling Trading and M/s Tucking Stitch Emporium.

The Committee was informed that all the above eight companies were under investigation by various

investigating agencies of the Government.

She further submitted that. paymenl to M/s Brand Associates amounting lo Kshs. 101,009.830.60

which was paid in two tranches of Kshs. 73.361.695.00 and Kshs.27.548.135.60 was for the

National Youth Service media advertising and not civil works or hirc of equipment as indicated in

the auditor General's repon.

That the tender to M/s Brand Associates amounting to Kshs. 101,009,830.60 u'as approved by the

Ministerial Tender Committee in a meeting held on l" October, 20 14. Copies of the contract

agreements, notification ofaward letter, cxtract ofMTC minutes and copies of the payment vouchers

were submitted to the Committee.

The State Depanment contlrmed that a subject lender was awarded to a consortium led by Out ofthe

Box Solutions Ltd at a meering of the Ministerial Tender Committee held on 9'r' April. 2014. The

tender was tbr the provision of publicity services fbr the Access to Government Procurement

Opportunities (ACPO). A payment of Kshs. 90.737.607 was rnade to Out of the Box Solutions Ltd

on I 7th ofAugust.20l5.

The firm Out of the Box Solutions l.,td was under investigation by tiACC which directed that no

further payment to be made by the Ministry to the said company until investigations were complete.

It was also noted that all original documents relating ro that tender were submitted to EACC for

investigations including copies of the tender advertisements. appointment letters to the opening and

evaluation committees. tender opening minutes and regislers, tender attendance register and all thc

subrnitted proposals including the technical and tlnancial proposals. Copies of' the same were

submitted to thc commitlee.

.l



-) Regarding documentarv support leading to paymenr ol contract for NyS rebranding for Kshs.
102,500'000, the Ministry submined that the service was first procured through direct procurement
vide MTC rneeting held on 4'h March, 2014 at a cost of Kshs. 40. 000. 000 and award made to M/s
Consulting lJouse.

That the same consultant having been engaged in the preceding phase ofthe restructuring and having
provided the services was also approved by the MTC] vide direct procurement to provide advisory
services on the implernentation of,the developed NyS 5-point vision. T'he award was approved by
the MTC in a rneeting held on 6'l' october. 2014 at a consultancy lbe of Kshs. 50, 000,000 and
reim bursable not excecding Kshs.4.000.000

(r

The state Department confirmed that a total sum of Kshs. 102. 500. 000 was paid to the consulting
House, representing an overpayment of Kshs. 12.500,000. The State Departmenl wrote to the
Consulting Ilouse to ref'und the excess payment as they established the circumstances leading to the
overpayment.

The state Department submitted to the Committee copies of the payment vouchers and supporting
documents as evidcnce leading to payment of contract tbr r.NYS rebranding flor Kshs. g4. 4g3, 533 to
thc Consulting House.
The Cornmittee was inl'ormed that payrnent vouchers for the balance of Kshs. I 8.016,467 had not
been traced, primarily due to massive movement ol accounting documents tbllowing the separation
ofthe State Departlnent o{'Public service and Youth Affairs from the Ministry of Devoluiion and
Plan n in g.

Regarding documentary support leading to payment fbr coods or Services by the use of Supplies
l]ranch Contract for the procurement of goods/services worrh Kshs. 222,122.919. the Accounting
Ofllcer inlbrrned the meeting that the matter involvcd procuremenr of goods rlirectly from the
Supplies Branch Unit. 'l'hat the NyS paid Supplies Branch Kshs. 22 l.l 22,9 i 9 fbr the supply of'
various items as requisitioned vide issue and receipt vouchcr N o. 02541450159g03/7lg/9
'l'hat the supplics were paid lor in advance and were to be taken on charges in thc stores ledger cards
once rcceived. As at the time the Youth F-mpowerment programme was temporarilv hahed in
November 2015. NYS had received supplies worth Kshs. g1.7i2.551.50 lcaving a balance ofKshs.
139. r I 5.923.s0

The position was conflrmed by the Principal Secrelary. State Department of public Works, under
whose jurisdiction supplies branch unit falls through a letter ref'. no. MLHUD/100/A/133 dated lgrh
July 2016 whose copy was submitted to the Committee. The NYS continues to receive supplies from
the Supplies Branch as and when required basis until the wholc amount is exhausted.

7. The State Departmcnt confirmed to the Committee that thcre was a record of an AIE no. 757439
issued to the Conrmandant NYS college. cilgil and a copy of the same was submined to the
Comm ittee.

That the AIH ol Kshs. 70.000.000 direct credit was entered in the Sub- County -l'reasury 
cash box at

Cilgil sub-county on I I'r' November. 2014.
8. Thc Accountirrg Ol'liccr also subntitted copies ol'minutes o1' the Ministcrial tender Committee

meetings lbrthe Minisrr.v" ol'devolLrtion lbrthe vear 2014.

fhc ncctinr.l rcsolvetl that thc I'rincipirl Sccretarr re-appcar accorrpanictl b1 Arch. Nlariki r.r ho had
hcen allegcd to harc aLttltorcd thc norr disolncti sLrpplies [rranch circLrlar. Ihc l)rincipal Secretarr



was also requested to provide a record of all contracts that had been found irregular. He would

further verity receipts of NYS f'unds for the years 20 I 3 and 20 I 5.

MIN No. ll86/2016: ANY OTHER BUSINESS

'fhe Chairman reminded members of the AFROPAC Conf'erence scheduled for 29'r' August to 4'l' Septcmber.

2016 at the SalariPark Hotel. lle urged all mernbers to attend.

MIN No. I ltlTl201(r: Al)JOtiRNMEN'l'

There being no other business, the rneetingadjourned at oneO'clock in the afternoon.Next sitting u'ould be

heldon notice.

Signcd .... Date 7 %tT
(Chairpe )

dl
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MIN No. ll88/2016: PRELIMTNARIES

The chairrnan called the meeting to order at twenly minutes to eleven o'clock in the morning and said a
prayer followed by introductions by all present.

MIN No. 1189/2016: CONFIRMATION OF MINUTES

'l'hc agenda item was deferred to the next sitting. There were thus no matters arising.

MIN No. lt90/2016:SUBMISSION oF EVTDENCE oN THE SPECIAL AUDITOR GENERAL,S
REPORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: MR. HENRY ROTICH,
CABINET SECRE,TARY- NATIONAL TREASURY

Accompanied by:
l. Dr.KamauThugge. PS National Treasury
2. Dr. Geoffrey Mwau
3. Mr. BenardNdungu
4. Mr. AlfayoMogaka
5. Mr. Francis Anyona
6. Mr. Tom Kakhame
7. Mr. GeofreyMaloba
8. Mr. Pius Kaua
9. Mr. Moses Citari
| 0. Mr. Arthur Nduati
I I . Mr. Jerome Ochieng
12. Ms. lsabella Kogei

Mr. Hcnry Rotich, cabinct secretarv. Nationar rreasury. appcared berbre thc commifiee and gilYC
subnr iss ion as firllorvs:

1

-fhat 
the approved Budget allocation to the National Youth Service for the Financial years 2012/13.

2013/14 and 2013/15 was Kshs.3.9 billion. Kshs.t3.05 billion and Kshs.22.8 billion respectively.

A detailed movement of'the approved budgets fbr NYS within the financial years and the reasons
Ibr increased funding are shown in the table below:

Financial
Year

Printed Estimates FinalApproved Budget
Xshs millionKshs millions

3.943.12

Rationale/Justification for ths increase

lncrease in Kshs.2 928 billion was to cater for dam
lconstruction which was a skategic intervention in the Fy

201314

lncrease

NYS wh

Kshs.6.325 billion was to cater for equipping of

Peo le's
was a donor funded project funded by the
ublc oiChina

(shs ,.92 b,tlioa was required to cater increase intake of
1 0,000 recruils as provided for in the Second [,4edium Term

o/o lncrease

FY 2012113

FY 2013!14 17.496.16 13.053.20 Yo23

tn

ich

Re
17 941

3,892.82

FY 2014115 25 22.803 79 74 1ok

Pla -2q7) ol the Vision 2013



Kshs.7.8 billion was required to cater for NYS re-

rough of the 5 Point Vision Plane ln

The rationale for increased fundingexplained in the table above was as follows fbr the two tinancial years:

a) In the FY 2013/14
i. The major increase of Kshs.6.3billion was to cater lor equipping of NYS which was a donor

funded project by the Peoples Republic ofChina;
ii. The inciease of Kshs.2.9 billion was also to cater lbr dam construction in ASAL areas which was

a strategic intervention in the FY 7013/14.

b) tn the FY 2014/15
Tire Second Medium Term Plan (2013-2017) ol- the Vision 2030, under the Social Pillar providcs lor
,'upgrade ofthe NYS with the projected annual youth recruilment of rnore than ten thousand recruits".

In this regard, the increase in funding in FY 20 l4l I 5 lor NYS was to cater fbr:

i. bouble intake in recruitment of Service men/women which aimed at recruiting ten thousand

( 10,000) recru its.
ii. in order to implement the Covernment's agenda for transfonnative youth empowerment. the

Ministry of Devolution and Planning developed a 5 point vision to guidc the lranslbrlnation. to

supportthis, the Ministry requested for more lunding to cater for increased activities carried

out by NYS under the new 5 point pillar. The 5 point pillar includes:

o Paramilitary training and service regimentationi
o National Service and youth re-socialization I

o Social translbrmation and vocational lraining:
. Enterprise and youth economy: and

. Bankable institutional architecttrre at NYS.

J T'haI lhe Vote book balances fbr Subhead Youth Developmenl Initiatives as al 30th April 2015

indicated that NYS had capacity to absorb the allocated funds. Apart from considering the double

intake and upgrading of NYS through the 5 point Pillar, the National Treasury also considcred the

absorption levils as at 3Orh April. 2015 (third quaner), as per vote Book which stood at 92.637. of
the piinted estimates under Head 0092-03 - Youth Development Initiatives as shown in thc tale

below:

Items Printed
Estimates
2014/15 Kshs
millions

Stalus of Expenditure
as at 30th April 2015

Kshs.million

Balance as at

30th April 2015

Kshs. million

Expenditure as a%

of Printed Estimates
Kshs. Million

Supplementary
Estimates
Kshs, lVillion

Casual Labour -Others 1300.00 961.35 388 65 73.95% 254

1.505 36 1 450 65 54 11

197 89

96 37%

82790/a

500

7501,149 84

Other lnfraslructure
CivilWo*s

and I 7,600.oo 1,339.77 260.23 96 58% 2000

Total 11,555.20 10,703.72 851.48 92.63% 3,500.00

Hrre of Equipment, Planl

and Mach inerv

Refined Fuels and

Lubricants for Production

,+ The meeting was further intbrmed that;
(a) Ordinirily under normal circumstances. MDA's can have rnultiple AIE holders who include

rhe main AIE holder and Ahernatives. The [)epartment norrnally detines and maps the AIE

holders under the mandate given by the M DAs authoritl .

(b) ln referencc to letters dated 23rd l'ebruar1.20l5 Rel. r.\o. MDP/I/3/41 and 20th Februarl.

201 5 Rell No. M[)lrl l/3/41 signed by John Munyoki lbr Principal Secretar). thc instructiotrs

rvas to dcfine Mr. Adanl'larake as an AII-. holder.
(c) Funhcr. rhe l)epartment received another Icquest Rct: No. MDP/li-jl-ll dated 27th Ma1.

2015 signecl b1, I.)ng. I,cter O. M. Mangiti requesting firr dcactivati0n ol' ttrLrr (4) ofllcers in



5

Supply chain Management but did not receive instructions todeactivate Dr. Nelson Githinjit-rom the system as an AIE Holder

He inlormed the meeting that b€tween.20l3 and 2015. the period under review. the internal auditdepartmenr al the Ministrv of Devorurion and pranning prJJu""a a totar of *".ili" iiij .rai,reports' Nine (9) were specific to the National youth sJrvice activities. while eight were in respectof the Ministry. At NyS, the audits were specific on:_
a) Financiar Management Review it NyS Senior Mess Audit. cash management, RecordKeeping and StalF Estabtishmcnt (National youth Service):b) Field Atlachment/Assessment Allowance (NyS Tech_Naivasha)lc) Procurement Audit (NyS)i
d) Outstanding Bills owed to Mechanical and Transport Fund;e) Mechanical and Transpon Fund Audi:
f). construcrion projecrs lDouble,span Kitchen, dining and barracks NyS Engineering Schoor:g) Classroom and workshop - NyS Engineering Scho-ol;
h) Flars No. l2 - NyS Vocarional Training lnst]tute lndustrial Area) andi) Asset Management ar NySi at eendinglBills

That in respect of the Ministry, the audit coverage were on:_a) Programme ror Agricurture and Livestock in wcsrern communities (pALwECo) - 5 year
. Programme Review (2010-201 6)_GOKJFin land projecr
b) Community Empowermenr and Institurional Suppoi lriol""Uc) western Kenya Community Driven Deveropm# and Frlor Mitigation project (Busia, Tesoand Mt. Elgon)

Youth 
.Enterprise Development Fund, gth Anniversary & Specific Loans:

Unsenlcd Comrrercial lnvoices fiom National CcreaL ana ir.oOr." SourO:
Stores Managemenr in the State Department of planning:
Procurenrenr Systcm Audit (Directorate of youth Aflaiis):
Procurement Audit (Directorate of youth Affairs): and l.urkana IDp Camp

(r

7

li

The National T'reasury granred authority to operate the below account ar Nationar Bank of Kenya['larambee Avenue:-

d)
c)
r)

s)
h)

Account N il nle
[)ircctor NYS

Account Nanr

Arcount No.
0 t00200090s300

The National Treasury granted authority to operate accounts with Kenya Commercial Bank, MoiAvenue. Nairobi.
c Acc0unt No.

I t78056929
rI78058t58

;\ccotrnl \0

9
.The 

National rreasury letlers of'authorit"v of'opening the accounts were submitted to the comminee.fhe. Accurnt below was opened at Nationar Bank oT renya ttaramuee Avenue without authority ofNational Treasury.

NYS Huduma Cohorts pal,ments

NYS Huduma Cohorts SACCO pavrnents

Account \anrc
NYS Mcchanical & Transport lfund'l-he account lras opcncd in June. 20
account rvas openecl the thcn perlla
thc NatiLtnal Irerstu_r. scckins aLlrho
YoLrth Scrvicc (NyS) Mcchanical an

I I 28674548
Il according ro thc Spccial Audit report. In July 2011. alier the
nent Secretar]. . Ministry ol'youth All'airs anrJ .Sports. wrote f0
ritv to opcn an accoLult in a Commercial Uank for the National
cl 

.fransport 
Board FLrnd.

I0 on anothe r notc. hc subtnittcrl that thc National l reasur.l adoptcd a policl- lbr all suppliers fbrNational (iovclnnlellt to be delinctJ ccntralll LrDder IFM(. Mr. Fredrick MungcMusembi p/No.
20091 Il9lJ-5 uas lhe ol'tlcer.l'ho rvas assigrrcd dLrtics/hclp ticsk lirr Ministrt. ot' Devolution andI)larrnin-u. Starc [)epartnrent ol'l)lanning *hcic NyS uas attacliJ ,,r,rr;,;;i';; M;;i. ""'



14. He further stated thal the objectives of autorralion in the business process were to bring efficiency

and flexibility in working environment and minirnizing cost oldoing business. 't'he If'MlS Systcm

being one was configured with controls such that each user was restricted to access thc only

responsib ilities assigned to. The user was ablc to access the system fiom IFMIS enabled network

and through Virtual Private Network if assigned access by Administrator. 'I'heretblc there was a

possibility rhrough Covernment Shared Services (CCCN) to access IFMIS fiom different points, but

iestricting one to the respon sibilities assigned through Approval Hierarchy, and IFMIS business

flow controls. Users could only approve or take action and only i1'the lower level user in Approval

Hierarchy had directed work to him or her.

l5.Funher IFMIS had been configured with security control ofa single sign-on. The usercould not

have multiple logging to the system at the same time. On logging page where users long-in, the user

passrvord was encrypted and system. using secure network was not possible lor any other person to

copy password frorn logging page.

16. L;nderstanding the pressure and backlog of work from officers in diff'erent MDA's the officers

normally worked late hours and even on weekends. 1'he government had no policy barring officers

tiom working over thc weekends.

The Cabinet Secretary informed the Meeting that the National 'l'reasury was constantly carrying out quality

assurance tests on IFMIS, a process of review with a view to identifo areas to improve in the systems where

weaknesses have been detected.

MIN No. 119112016: ANY OTHER BUSINESS

The CS informed the meeting thal issues raised regarding pending bills were being taken seriously and thal

the National Treasury was fbcused in reducing the bills. He encouraged SME's to participate in Covernment

Procurement.

The National Treasury was in the process of engaging an lnternational Expert on IFMIS and that

Procurement process was underway to get a consultant who would check on risks and quality assurance in

office.

MIN No. ll92/2016t ADJOURNMENT
'fhere being no other business, the rreetingadjourned at twelve m inutes to one O'clock in the afternoon.Next

sitting would be heldon I 3'l' Septcmber. 20 l6 at 10.30a.m.

I I . Inline of his duties, definition of suppliers was rvithin the mandate assigned by the Depanrnent. On

llth November, 2014 IFMIS received a letter Reference No. NYS/FIN/2/3 dated lOth Novenrber,

2014 signed by Naliali Cithinji for Director General requesting ten ( l0) suppliers to be deilned in

the system among them was the four (4) supplier names in question.

l2.All ten (10) suppliers were lully defined as requested in the system with relevant ban details as

assigned. Mr. Musembi therefore performed his allocated responsibility without ill motive.

13. The meeting was informed that as stated in question (vi) above, IFMIS Departrnent did not receive

any instructions from NYS to deactivate Dr. Nelson Cithinji from the system. Horvever. Dr.

Githinji could not start and finish any procurement process without involvement of others in the

business work flow which had twenty eight (28) documented steps leading to a tight system control.
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MIN No. I l9J/2016 : l'ltlll-lMlN I l.ls

The Chairman called the meeting to order at twenty minutes past ten O'clock in the morning and said a
prayer.l'he agenda was adopted as proposed by Hon. Charles Ceni. MP and seconded by Hon. Jackson Rop.
MP lollowed by introductions by all present.

I\,I I N No. I l9{/2 () l6: ( O\ l I ltll A'I'ION oF MIN T.i.TES

'fhe agenda item was def'erred to the next sitting. There were thus no matters arising

MIN No. I l95/20I6:SUBMIS stoN ()[ la VII)ENCE ON .I'HTi SI'ECIAL AIJDITOR GENE ItAL'S
l{ l], 'I ()\ cotjNt-s T'H I.] NATI NAL YOUT SE RvI t,. ItoF-. CH. PA L

WAN(,;I ARINGA t\( r r,,\ r. It .I'ARY ,t I! DEPT. oR Ptjtll wo

Prol. Arch. Paul Mwangi Maringa' the Principal Secretarv, State Departmcntfor public Works,
Ministry of 'l'ransport, Infrastructurc, Housing
(lorrrnittec and subrnitted thc ftillowing:

and Urban Devclopment, appeared bet'ore the

L 'l'he State Department can confirrn that the firms undcr query including Messrs. Form Home
Builders. Reinfbrccd Steel and Roof & Allied and purponed to hold the Supplies Branch Contracts
are not in their records.

2. l'he State Departlnent can confirm that Kshs. 221.098,209.00 was received by the Supplies Branch
from the National Youth Scrvice (NYS) in the ycar 2014. Against these monics, supplies worth
Kshs.8l.7l2.55 1.50 had already been dispatched to the NYS. The balance of Kshs. 139.385.657.50
worth ol supplies werestill to be procured.

3. out of the Supplies already rnade ro rhe Nys worth Kshs.g l.7l2.55 I .50, a payment of
Kshs.3 3.344.325.00 was still pending. An internal review of all tenders lbr the Period 20t3-ZOl4
suggested possible fraud in this particular sLrpply. As a result advice had been sought from The
National rreasury and'l'he I)ublic Procuremenr and Regulatory Aurhority (ppRA) on the way
lbrw ard.

4. According to records at the departrnents, the circular ret'crenced SU/CON/P/VOL.XXIV (4)dated
30rr' Septem ber, 20 l'l was non-cxistcnt.'fhis rel'erence u'as lirr a circular dated 28'r'september. 2011.
signed not by Arch. Wcslci'M. Nyariki but by Mr. MrvimbiLikami. who rvas then the Olllcer ln-
C'hargc ol'thc Dcpartmcnt. 'fhis circular sas valid lbr a pcriod Lrp kr ..i l'' Mai,. 2012.

5. 'lhe thrce firms alreadv rncntioned ahovc *crc not in thc genuine circular.
(r. Since the Principal Sccrctarl took over. he had initiatetj pro-activc mcasurcs to stleamline thc Statc

I)epa ment.'l hcsc ntcasurcs include thc firllorvin!r:

()I.F'ICI! OF I'HE AI.]I)ITOR (;Ii\I1RAT,

l. Prol'. Arch. Paul Mwangi Maringa -
2. Mr. Sebastian Mokua
3. Ms. Joyce Ala



A holistic internal review of all Supplies Branch Tenders carried in 2013-2014:. a repon had

been procedurally forwarded to Public Procuretnent Regulatory Authority (PPRA), The

National 1'reasury and the Chief ol Stalf and Ilead of Public Service tbr their advice on the

way forward.

A Procurement Review Systems Audit ofsupplies Branch was conducted by PPRA on ajoint
request by the State Department of Public Works and Public Procurement Regulatory

Authority (PPRA) and reporting is awaired.

An ongoing Special Audit conducted by Inlernal Auditor General (The National Treasury)

once rrore requested by the State Department of Public Works (SDPWs) and The National

treasury and will conclude in two weeks.

In February, 20 16, the State Department of Public Works replaced the then Officer In-charge

of the Supplies Branch Arch. Wesley M. Nyariki with Mr. Sebastian Mokua who was now

spearheading the Department a new direction of transformation.

They had written to all MDAs who are recipients of supplies lo declare the volume of
business conducted so as to guide on the possible recovery of monies thal may have been

transacted on illegitimate business.

Arch. Wesley M. Nyariki and lwo other officers then serving at the Supplies Branch

Department were interdicted in May. 2016 awaiting a final decision by Ministerial Human

Resource Advisory Committee (MHRAC).

The ministry had modernized the Administrative Block through refurbishment using

budgeted annual funding, completed structured cabling to support the aulomation of the

department to allow the procurement transactions to be carried oul on an e-platform' already

concluded thst tracked preparation to run the Tenders for Common tJser lterns (CtJIs) to

culminate in Framework Agreenrents on a new e-procuremenl platlorm with the aim of
enhancing transparency and accountability and deployedeight officersfrom the National

Treasury to the Supplies Branch to enable the procurement of Common User Iterns (CUIs)

effectively.

Further, the ministry initiated co-operation with the State Deparlment of ICT and lnnovation

and the National Treasury to connect the department to the Government Common Core

Network and develop a website to interlace with the IF-MlS platform to enhance transparency

in the procurement of Common User ltems (CUls) to attain the value fbr rnoney for all

MDAs.

Finally, there was an ongoing co-operation with stakeholders in a multi-sectoral taskforce to

harmonize and consolidate the various studies previously undertaken to propose the most

effective lnstitutional Framework upon which the procurement of Common User ltems

(CUIs) for all MDAs shall be carried out.

The meeting resolved that the Principal Secretary re-appear accompanied by Arch. Nyariki who had been

alleged to have authored the now disowned supplies branch circular. The Principal Secretary was alscr

requested to provide a record of all contracts that had been found irregular. He would further verity receipts

of NYS f'unds ibr the years 2013 and 2015.

MIN No. I 196/201 6: ANY O'IHElt BUSIN t.l SS

The Chairman reminded members of the AFROPAC Conference scheduled for 29t)' August to 4'h September,

20l6 at the SalariPark Hotel. IIe urged all members to attend.



MI\ N n. I197 tzl|l6: AI).lOliltN }I ENI'

'l'here being no othcr business, the meetingadjourned at twentythree minutes past elevenO'clock in the
morning.Next sitting would be heldon notice.

Signcd ,ro"...28,:.R:.ro
((.hairpe ry
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MINUTES OF THE THREE HUNDRED'IH AND 'TINTH (3IOIII) SITTING OF TH[, PUI}LIC

ACCOUNTS COMMITTEE HELD ON TUI,SDAY. 13IIISI'PTEMI}ER. 2OI6 AT IO.3OA.M. IN
COMMITTEE ROOM 9. MAIN PARLIAME,NT Bt]ILDINGS

IN ATTE,NDANCE

NA-I'IONAL ASSIiMBLY



NA'I'IONAL 'I'REA s ti It\'

Mr.(icotlrey Mwitari

l. Mr Raphael Ikarnc
2. Mr Addy Waichigo
3. Mr. Francis Cichurc

Manager Audit
Manager Audit
Manager Audit

MIN No. l l 9Ut2016: Plllil. l ivl lNAIU tas

The Chairman called the meeling to order at quarter to eleven o'clock in the morning and said a prayer
fbllowed by introductions by all present.

ivllN No. I199/2016: (l()N I.'t R \l A' ( )l.' OF MINT]I'ES

The agenda item was defbrrcd to the next sitting.'l-here were thus no matlers arising

MIN No. 12(10/2 0 l6:st llll ISS to\ ol,' I..\' I I)IiN(]Ii ON TIIE SPICIAL AT]I)I T0IT GENE AL'S
RIiPORT 0N AC ( ()l'N] S () THIi NATIoNAI, YOI;TI{ SE RVICI.] : MS DAINAH WAN.illtt
I it r(;t A. r)tRI,_('1'o It AI- I'HA MERCAN'IILE I,I i\il1't.r)

Ms. DainahWanjiruMbugua. Dir€ctor and CEO Alpha Mcrcantile Ltdaccompanicd by Mr. Simon
Migwi. appeared betbrc thc Cornmittec and subrnitted as tbllows:

l. That Alpha Mercantile was contracted to supply 144 plastic ranksof one cubic meter capacity that
were cylindrical open plastic fish water tank worth Kshs. 7.182,720.00. as evidenced in the tender
documents as follows:
. Request fbr Quotation dated l0'h November. 2014
o Award letter dated 20tr'November. 2014
o Acceptance letter dated 26th Novernber 20 l4
o LPO dated 6rh January, 2015

2. That thcy delivered the said tanks in full and according to specifications. Relevant delivery nores
signed by the relevanr parties dated 27rr' January, 201 5 were submitted to the committee.

3. The tanks were custom made to t'ulfilthe specifications.
4. On lhe matter oltender number MDP/ l2120 worth Kshs. 6.681.600.00 for the supply of 144 plastic

tanks of one cubic meter capacity that is cages, the committee was infbrnred that the company was
contracted to supply I44 plastic tanks as evidenced in the ibllowing tender documents:

o Request for quotation dated 28rh November. 2014
o Award Lener dated 7'l' January. 2016
o Acceplance letter datetl 9th January, 2015
. LPO dated 2011' January. 2015

5. She contlrrned to the Committce that the said tanks were delivere<l in lull and according to
specifications.

6. ('opics of signcd deliverv notes and photographs ot'thc tanks conllrmins designs and dirnensions
rr clr srrbrn itlcd to thc ('ornnrittec.

OITFICI.] OF 'I'III.] AT]I)II'OR (;I|NERAL



The Committee observed that the prices quoted by Alpha Mercantile Ltd were much higher compared to

the local market prices

Need to provide proofthat they ordered the tanks tiom Kcntainers t.td and supplied to NYS

The Committee resolved to engage the Director IFMIS on the operations of the system, and also resolved to

summon Mr. Naftali Githinji to explain details on the companies in the lefter he had supposedly written ro

IFMIS for crealion.

ll IN No. I20l/20I6:,\l).lol lt\llll\l'

There being no other business, the meetingadjourned at five minutes past noon.Next sitting will be heldsame

dayat 2.30p.m.

Signcd ,^,"..*-2.:..){%1/
((' rson)
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MIN No. 120212016 : l'ltl,ll.lll lN AITI ES

'l'he Chairrnan called the meeting to order at quarter to eleven o'clock in the morning and said a prayer
lollowed by introductions by all present.

!llN No. l203/2016: CoNIII R!IA1'I() N OF MINT)'IES

T'he agenda ilenr was delerred to the nexl sitting. There werc thus no matters arising

N{lN No. 120412016:StillI,lISSION o tr I'\,t I) uN CE ON THE SPECIAL AT] Il'oR (;[,NERAI,'S
I 
)( 

) tr't' N ACCO ol'' II,l TIONAL Y .tH sEtt I,.: \I It. I,] I'I I }I N.IA
I ,. ol,' KING t rl) INYI.I A'I'IoNS N T t)rr{ta O RAI'I.] CIIINIIt'
I \ \'lrs I l (;ATION

Mr. Joscph Mugwanja, Hcad of Banking Fraud Invcstigations Unit, Directorate of Criminal
lnvestigation. appeared bcfirre thc Commiflee and subnrined as fbllorvs:

That on 5rh June. 2015. he was directed by the I)irector. Directorate of Criminal Investigations to
oversee investigation at NYS following a Ierter of complaint received by DCI liom the Cabinet
Secretary, Ministry of Devolution and planning Ms. Anne waiguru. l'he request lrom the
Cabinet Secretary as contained in the letter dated the same day was for investigation to be carried
out by cyber Crirne off.icer to establish whether thcre was hacking of the IFMIS system at NyS
and unauthorized approval of commitment oflunds in the system using the crcdentials olthe AIE
holder Mr. Adanl Iarakhe.

2. He immediately assembled a team of olTicers from BFIU and Cyber Crime Unit to form an
investigating team and the following were the team members:-

i. C.l. MichealKimilu, BFIU

ii. IP.DavidMuasya - Cyber Crime Unit

iii. Sgt.AlphonceLumosiLiposhe. BFIU

iv. Cpl. Joseph Mwaura, BFIU

v. Cpl. Jeremiah Saurer. BFIU

vi. Cpl. Patrick Cithinji. BFILI

vii. PC. l-izzyMelly - Cyber Crime tJnit.

NA'I'IoNAI, TIIEASURY

Mr.Geoffrey Mwitari

ol'F I(:lt ot''t't I Ii At I)I1'()It (; LN I.,ttA l,



3.InthecourseofinvestigationsthroughprintoutsmadelromNYSaccountsdepartmentandalsoat

C-pay, investigation established that. previous payments amounting to KshsTgl'385'000 had

been made by NYS to Josephine Kaburalrungu's three companies as follows:-

i. Form Homes Builders - Kshs'21 8'925'000

ii. Reinforced Concrete Technologies - Kshs'320' 160'000

iii. Roofand All 1'rading - Kshs'252'300'000

4. on conclusion of investigation it was established that, the payment of Kshs'791' 385'000 was

fraudulent due to the following reasons:-

i. The circular from the Supplies Branch was forged'

ii. The payment was not adjudicated by the Ministerial Tender Committee (MTC) as

required.

iii.TherewasfraudulentzerosonLPosandotherdocumentsusedtoprocessthepayment.

iv. The materials were being excavated by NYS at the quarry loaded by NYS to their

trucks and transPorted to Kibera Road construction site by NYS trucks and no role was

identified to have been played by the purported suppliers'

5.Thattheoffenceofconspiracytocommitafelonybystealingoftheamountinquestionandalso
the offence of stealing the Kshs'791'3 85'000 was established'

6. The Z2members of NyS and Ministry who had participated in preparing, processing approving

and transmitting lhe 
'pufm"nts 

of Kshs'791'385 '000' Josephine Kaburalrungu whose bank

accountswerecredited,PeteromariotwomawhoreceivedatotalofKshs.TTmillionfromForm
HomesBuilderscompanyofJosephinelrunguandBenGethiwhoisthebusinessmanwhowas
pushingforthepaymenttobedoneforthedisputedtransactionstogetherwithCaroline
NjambiKinuthiaaDirectoroftwocompanieswereallfoundtohavebeenpartofthefraud
commission and liable for prosecutions'

7. The file was thereafter forwarded to the Director of public prosecutions and he recommended

that 26 suspects be charged with various ot]'ences

S.HefurtherinlbrmedtheCommitteethatontwooccasionshehadreceivedlettersfromadvocates
purporting ro Ue acting for the 

'uspects 
threatening to take un specified action on him for

directing investigators to pursue the stolen funds and proceeds oftheft'

g.ThatinheraffidavitJosephineKaburalrungumadevariousallegationsagainstMr.Mugwanja

andCplsuu,",u,nongoth"'p""on'whichincludedcoverupinthecourseofinvestigations
andreceivingkshs80millionlromheronbehalfoftheformerCabinetSecretaryMs.Anne
Waiguru.

l0.Followingtheal|egationshewasdirectedbyDCltohandovertheNYSinvestigationfileand
originalexhibitstoMr.odhiamboKamulus'SsPandlurthertaskedtosubmitawrittenrespond
to the allegations raised'

ll.onconclusionofthemoneylaunderinginvestigarionafilewassubmittedtoDPPwhoonl6lh
February20l6issueddirectivesforllelevenSuspectsamongthemJosephineKaburalrunguto
be charged with various counts under the POCAMLA Act

TherneetingresolvedtohaveotherwitnessesinvitedtoappearbetbretheComtnineetogive{irrther
evidence on the inquiry. 'l hey will includel

l. Mr. NdegwaMuhoro Directorl Directoratc Of Crirninal lnvestigation

2. Cpl. SautetMatipei: Banking Fratrd lnvcstigation LJnit



. 3. Chief InspectorK iprutoK ilimo_ Head Of Cyber Crime Unit
ln addition' it was agreed that the MD. Family Bank be re-called to answer more questions relating to thebank transaction that were carried out by the accused persons in the NyS inquiry.
A rcport on further investigation into the tnatter be provided by the EACC as well.

\o 0I (r: ADJo IiNTI

T'here

would
being no other business. the meetingadjourned at five minutes past fivein the aftemoon.Next sittingbe heldon l4th Septernber, 2016 at2.30p.m.

>2olSigncd..
Datc...
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MIN No. 1206/20 l6: l'ltEl.l l\'I INAI{IES

l-he Chairrnan called the meeting to order at half pasr three o'clock in the afternoon and said a prayer
lbllowed by introductions by all present.

MIN No 1207l20l6: CON F'IRMAT roN or,'\,tI\t't'ras

lhe agcnda item was def'errcd to the next sittin,q. l'here were thus no matlers arising.

N'I No. l2 (ll6: S I l] sto\ I,VII)I.-N ()N SI'E I ,\t l)t
(; l!NI,.ltA l.'S liF-1, RT ON AC( ()t i\--ts o I..IH E NATIoNAL YOU 'fll Shlt\'l ( I.l: IIS.
,\\(;trt,,\ ANGWENYI AND MR. AN.I'HONY LUN(;HAO. DI RI'('T1)ItS o t.- \'1 t.t s s OUI'
ot Ii BOX Sot. TITI()NS I,TI)

Ms. Angcla Angwenyi and Mr. Anthonl-Lunghao, Directors ofMcssrs. Out Of The Box Solutions
Lttlaccompanied b1 Mr. Kcnncdy Odera. appearcd befbre the Committee and submitred as ibllows:

l. l'hat they were belbre the Comminec to address rhe matter raised on page 24, Chapter 1.4.7,
whcre the Auditor Cencral recommended that an investigation be undertaken on whether user suppon
services was provided and sensitisation campaigns undertaken to confinn the contract payment to
Messrs. Out Of l'he Box Solutions t-td. l'hey sought to provide. in a chronological manner. all lhe work
done. and pre and posr payment by State Dcpanment of planning.

2. 'l hat the Statc Department ol'Planning awarded Messrs. Out of The Box l,imited a contract fbr
Consultancy Services to providesupport services and conduct sensitization campaigns to enhance access
to the 30% reservation of governrnent procurcment opportunities tbr youth. women and persons with
disabilities on l2'r' May 2015.

3. 'fhe contract awarded to the cotnpany stipulated a monitoring and evaluation schedule, upon
which the paymcnt schedule was similarly pegged to. The schedule was along the following path:

' 30oh o1'contract amount upon approval and adoption ofcampaign lnception Reporr.

' 30yo upon cvaluation ol milestones 90 days after commencement of campaign execution and
submission ol'the tlrst pl.ogrcss rcport.

' 30Yo upon second evaluation of milcstoncs atier a tirrther 90 tlays atier first evaluation and
subm ission ofsccond progress report.

o ltYu upon conr plction oI the carnpaign and subm ission ot' ti nal carnpaign reporr.

NAl'IONAL'I'RI|AST.IRY



4. The lnception Report was submitted to the Ministry on the 22nd of May 2015. They also

invoiced the contract 30% totalling 90,737,607 on the same day. The invoice was sent together with the

inception report andon submission of the report, they received feedback and made amendments which

were included in the inaugural progress report which contained the following:

o The campaign visual elements

. Summary TV, Radio & Documentary write ups

. Summary Website write up

. Summary USSD Platform write uP

o Revised launch dates - as a result ofadvice from the ministry

5. A steering committee was set up toreceive the flrst progress repon and review the inception as

well as the inaugural repon.Their first sining was held on l2rh June 2015

6. The steering committee then sat to review all requested changes on the inception report on 23'd

July 20r5. During this meeting the monitoring and evaluation milestones were discussed. The

campaign target was set at a minimum of 50,000 youth, women and PWD owned cntities to be reached

and registered for ACPO.The meeting subsequently approved the inception report. subject to inclusion

ofthe targeted milestone in the final inception repon and adopted the first payment certificate'

7. Having met the first criteria as stipulated in the contract. Messrs' Out Of The Box Solutions Ltd

received their first payment on l8th August 2015.

8. After receiving the payment. they started putting together the various elements ofthe campaign.

These were; TVCs, Radio Commercials. Documentary, Various Merchandise. Website, USSD Platform

9. On September l5(h 2015, they met yet again and presented various campaign elements to the

Chairrnan of the steering committee. l-le inibrrned Messrs' Out Ol The Box Solutions Ltd that the

Kenya young parliamentarians Association (KYPA) had also exprcsscd an interest in progressing

ACPO awareness. A meeting was proposed in order to evaluate points o1'confluence

10. on 22nd september 2015. Messrs. Out OfThe Box Solutions Ltd met the Kenya Young

Parliamentarians Association (KYPA), and officials from the MoDP and Youth Directorate at

Harambee House loth Floor. The team reviewed the campaign elements produced, as well as the

planned communication plan. There was feedback on the areas ol confluence and what to revise in

order to merge the 2 campaigns. A further meeting was scheduled for 24th September 2015.

ll. On 24th September 2015, Messrs. Out OfThe Box Solutions Ltd presented revised changes to

theSteering Committee at Harambee House I I'h Floor. frorn llam. The purpose of the meeting was to

present the revised campaign based on the feedback fiom the previotts meeting of 22nd September

2015.

12. The meeting discussed the need to harmonize the actual input required lrom all agencies.

itemized the requirements from each agency. as well as finalized the comlnunication positioning to

incorporate the objcctives envisioned by the campaign. A subcomrnittee was tbnned. chaired by

Director. Directorate of Youth Alfairs to iron out the issues raised and repon back to the main

cornrl ittec.



13. The meeting also involved representation tiom the participating government agencies. which
were: NI-llF. KRA. AG's Chambers. (lwezo Fund, Womcn's Fund, Youth Fund. and AGpC) Secretariat.
to guarantee that the on ground sessions with youth women and persons with disability would result in
actual sign ups.'fhe Sub-committee meeling was held on 24th September 2015 at Kencom House.3'd
F loor at 2.00pm.

l4 Thc sub-contmitlee lnecting finalizcd government agencies' involvement. as well as adopted the
campaign slogan USIACHWE NYUMA IKo BtZ, which woutd rhen be incorporated in to all the
elements produced lbr the carnpaign.A follow up meering was heki on on 29rh september 201s, at
Ilarambee llouse. llrr' Floor. t'he tinal campaign material was presented at this meeting. The full list of
prescnted material inc Iuded:

. 3 TVCs, each targeting specific segmenrs

. Documentary

. I I radio commercials
o Print material (Wall branding, Billboards, Fliers" posters, Calendars)
o Various Merchandise (T-Shirts. Caps, Carry Bags, Flash Disks)
o Website
o USSD Plarform

1'he meeting f'urther proposed a launch date of lTth Octotrer 20I5 and tasked the chairperson ofKypA,
to secure the date with H.E President, in liaison with the Cabinet Secretary, Ministry of Devolution and
Planning to officiate at the launch ofthe Campaign.The launch did not take place on the planned date of
October because of H.E. the President's unavailabilitv.

15. The Steering Comrnittce subsequcntly met on l3th Novcmber 2015 ar Treasury, l0,h Floor to
discuss on another launch date and details. At this rneeting, the plan to launch the campaign in
Machakos on the 22nd of November 2015 was approved. It was also agreed that subsequenl events to
be held in Kiarnbu and Norlh Eastcrn Kenva.

16. A final planning meeting was held on lSrh November 2015 ar Kencom House where all
agencies were brief'ed about the Machakos launch. Ihe tlrst cvents were to take place between 22nd and
25'l'November 2016.'l-he events started with a 3-day AcPo Publicity road show covering all wards of
Machakos County. The events culminated in a Machakos County Summit at Machakos people.s park
on 25rl' November 2015. Machakos County covernor ofllciated the Machakos County Summit. The
surnmit attracted more than 1.000 representatives tiom all wards olMachakos Countv

17. At the Machakos event. The Covernor committed to supporl. AGPO registered entities in the
('ounty by scning aside specific tcnders lor thc groups

18. Thc Steering Cotnmittce mel again on 30th November 2015 to revicw the Machakos cvent and
plan for Kiarnbu ('ounty cvcnt. The meeting concluded that the event be hcld fiorn 2nd to Srh
I)ecembcr 2015.'l hc evcnts started with a i-da) A(iPO l,ublicity road shorv coverins all gards ol'
Kianlbu ('ount1. The events cLtlrninated in a Kiambu County Summit at the (iovernor's Otficc park on
5'h l)ecember 2015. l hc Count! (irrvernor ottlciatcd thc Suntmit. with a parliamentarv rncmber ol'
KYI'A. in attcndance. lhe cvcnt attracted rnorc than 1.000 represenrativcs liorl all riards of Kiarnbl
('rrLrntr



19. At the Kiambu event, The Governor ntade commitments to set aside tenders worth more than

lBn for enterprises that meet AGPO qualifications

20.TheSteeringCommitteehelditslasrmeetingof20l5'onl0'hDecember'Duringthemeeting'it
wasagreedthatMessrs'outofTheBoxSolutionsLtdwillexecutetheNortlrEastcrnregioncounties
in December through an intensive on air campaign which will comprise' wajir' carissa' Mandera'

Marsabitandlsioloregions.TheRegionsweretherefbrecoveredberweenDecemberl6h20l5and
January l4rr, 20 I 6 as per the contract and a progress report was submitted on I 5'l' January 20 I 6'

2|,lnherclosingremarks'theDirectorMessrs.outOfTheBoxSolutionst-tdreiteratedasfollows:
o That as per their contract with rhe state Depanment of Planning, they presented the lnception

Report to the Project Committee on 22'd May 2015'

o That after various changes, the Inception Repofi was accepted on 23'd July 2015."

. That their paymenr r"r",t. i^"oi." a ated 22nd May 2015 was then made on 18th August 2015'

and this was after having met the contract requirements

r Following up on this. Iit""' O't Of The Box Solutions Ltd did the various tasks set out to be

completedaSperthetnceptionReportandasperagreementsattheProjectSteeringCommittee
meetings

.ThatallevidenceoflheworkMessrs.outofTheBoxSolutionsLtdhaddone'andbasedonthe
initial payment presented to the State Department of Planning in the form of a Progress Repon

wasconsistenlwiththedeliverablesagreedonaSperthecontract.

InresponsetothequeryraisedbytheAuditorGeneral'sreport,MeSsrS.outofTheBoxSolutionsLtd
had fulfilled milestones as outli;ed in the contract and to the satisfaction of the Steering Commiftee

appointed by the contracting authority'

Messrs.OutofTheBoxSolutionsLtdsubmittedbelbretheCommitteecopiesofsteeringCommittee
MeetingMinutes,letterstoCSDevolution'softcopypictorialevidenceandvideooftheevent'Soft
.opy of"th" various campaign marerial and variousProgress Reports for the campaigns'

T'he Committee requested the witness to provide further information as follows;

i.CopiesofCommunication,"gu,dingstartingupthecontractalieritwasterminatedbythe
Ministry (their appeal to continue their work)

ii.CopiesofcontractsbetweenMessrs.outofTheBoxSolutionsLtdandothermediahouses.
iii.Copiesofinvoicesandproofofpaymentmadetomediahousesforairingandtransmittingtheir

advenisenrents

iv. Tender opening fbrms, indicating list ofother companies which tendered for the same job

MIN No. 1209/2016: ADJOURNMENT

There being no othcr business. rn-li-.".ingualourned at ten minutes past six in the evening'Next sitting

would be heldon l'hursday I5'r' September' 2016 at 10 00 a'tn'
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Director Ceneral. NYS
Senior Chief Supply Chain Management Officer
Senior Chief Finance Officer
Senior Chief Supply Chain Management Officer, NyS

The Chairman called the meeting to order at thirtyrninutes past ten O'clock in the morning and said a
prayer.All prcscnt introduced thcmselves.

Ms' t,illian N{bogo- Omollo. tltc I'rincipal Secretarr', Statc l)epartmcntfor Public Seryice antlyouth
r\llairs, llinistrv of Puhlic Servict', Youth and (icnder AlTairs. appcarcd befirrc the Commitlce and
sLrbm ittcd the lir llorv ing:

Shc rr tts thankfirl tirr the second opportunitr to sLrbrrit inlirrrration spccilically on the arvard of
tcndcrs to Brand ,\ssociates l.td. Out ol'thc Box SolLrtions and 

-l 
he ( onsLrlting llouse. as lvell as the

Supplenletllar\ Btrdgct IY ]014/15. NYS Srrpplies l]ranch fontracts. Youth ('ohort Pavmcnts. and
thc AIlr No. 7574..19 issued to thc NYS Collc{rc in (iiluil.

ot't'tc E ot,' t't I t,t A u Dl't'ot{ (; I,lN Ii RAl.
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l. Ms. Lillian Mbogo- Omollo, OCW -
2. Dr. Richard Ndubai. CBS.
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4. Mr. Bernard Masiga
5. Mr. Charles Mulandi
6. Mr. Nixon Obora
7. Ms. Joyce G ichuru
8. Mr. George Mwangi
9. Ms. CarolyneOkello
10. Mr. JoramMbui
I I . Mr. Samnry Mbugua
I2. Mr. W. A. l-uhira
13. Mr. J. K. Tembur
14. Mr. Peter Kinyita
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NIIN No. l2l l/2016: CIONi-lI{MATION OF MINUTI]S

1'hc agenda itern lvas dclerred to thc nert sitting. There lcrc thus no matters arising.

MIN No. l2l212016:SUBMISSIoN oF EVIDENCE oN THE SpECtAL AUDITOR GENERAL'S
REI,OR'I ON ACCOUNTS OF THE NATTONAL yOtiTH SERVICE,: MS.
LILLIAI* MIIOGO- OMOLLO. pRINCIpAL SECRETARy. STA'I.8, DEp.I.
FOR PUBLIC SEITVICE ANI) YOtJ'I'TI AFFAIRS



. Consultancy services for media buying awarded to M/s llrand Associatcs

2. This tender involvedthc placement of advertisements in various media platlorms such as l V, Radio,

print media. documentaries, social mcdia, and billboards. Consultancy services had been planned for

in the 2014-15 Procurement plan. Restricted tendering method was used.

3. Upon evaluation. six (6) out of ten (10) firms were shortlisted to have their financial proposals

considered and subsequently, M/S Brand Associates was recommended for award, being the lowest

evaluared bidder at the cost of Kshs. I 83.654.237.5 l. TheMinisterial Tender Committee (MTC)

approved the award on l" October. 2016.

4. A letler of award rvas issued Io the firm on lst October 2014 and duly accepted by the firm on 3rd

October 2014.

5. The payment ro M/s Brand Associates amounting to Kshs.l0l ,009,830.60 which was paid in two

tranches of Kshs.73.461,695.00 and Kshs.27.548.135.60 was for National Youth Service media

advertising and not civil works or hirc of cquipment as had been indicated in the Auditor General's

Special Report.

. Consultancy services for user support services and conduct of sensitization campaigns

to enhance access to the 307o government procurement opportunities

6. M/s Out of the Box Solutions was awarded this tender fbr Kes. 302,458.690.00.The procurement was

provided for in the procurement plan and was requested vide Memo Rel-. MDP/l/l/34 dated l2th

August 20 14.

7. The Request for Expression of lnterest (REOI) tbr the consultancy was advertised in the print media

on 26th September 2014 and closed on l3th October 2014 with 24 firms responding'

8. 'Ihe tender was opened on the l3'h October 2014 and the subsequent evaluation resulted in the

following ten (10) firms being shortlisted for the issuance of Rcquest for Proposal (RFP) document.

Only six (6) finns responded with the RFP document.

9. The evaluation of the technical proposals resulted to two (2) firms being qualified to have their

Financial Proposals opened. The firms were Round Trip Kcnya Ltd & Out OfThe Box Solutions'

and Alpex Consulting Aliica [,irnited.
10. MTC approved award ro Round 1'rip Kenya Ltd & Out OfThe Box Solutions on9th April 2015 at

fshs. :b'2,qS 4,0q0.00. The contract was signed on l2th May 20 I 5 after the acceptance of the offer as

communicated on 24th April 2015.

I l. A payment of Kshs. 90,7j7,607 was made to Out of the Box Solutions on l7'h August 2015.'l'his was

30% of rhe total contracr sum which was provided to be paid upon submission of the Inception

Report. less withholding tas.
12. Oui of The Box Solutions was currently under investigation by the Ethics and Anti-Corruption

Commission. The Commission had directed that no turther payments should be made by the Ministry

to the said company until investigations are complete.

o Consultancy services for NYS rebranding for Kes, 102,500'000.00 to The Consulting
House

13. l'his consulrancy was requisitioned by the Director Ceneral,/NYS vide rnetno ReL No. NYS/Proc/4/l

dated 3rd February 2014 and approved by the Accounting Oflicer on 2'1th l'c'bntary 2014. The

procurement was done through direct procurement vide M'fC meeting held on 4"' March. 20t,4 at a

cost ofKshs. 40,000,000 and award made to M/s The Consulting llouse'

14. The procurement was NOT providcd lbr in the procurcrnent plan tbr that financial year 2013/ 14.

15. The same Consultant having been engaged in the prcceding phase of the rL-structuring and having

provided the services was also approved by the M'l (: vide dircct proclrrclncnt on 6"' October. 20 l4 at

a Consultancy fee of Kshs. 50,000.000 and reimbLrrsable not cxcecding Kshs. 4.000.000. to provide

Advisory Services on the itnplementation ofthc developed NYS 5-point vision'

16. The tlrst contracl between thc llrrn and the Ministry rras signed on 5th March 20 l4 and the secri:rd

one on I ith October 2014.



I7. Payment votrchers and supponing documents lor the paymcnt tbr Kshs.g4. 4g3.533.00 were
pfovided. Those ofpaymcnt of'Kshs. 18,016.467.00 had not becn traced at the ministry.

18. lt was unclear why the firrn had been overpaid by Kes. 12.5 Million. l'he ministry hab written to the
firnr dcrnanding a relund ofthe same btrt was yet to receive it.

The ministry had writtcn a lctter to the Registrar of Companies requesting to be furnished
with details of names, identification details, and proportion of sharchoftling of the directors of
the three firms above but did not rcccive a response.

o Use Of Supplies Branch Contracts For The Procurement Of Goods/Services Worth
Kshs.222,122,919

19.-lhis matter involved thc procurenrent of goods directly liorn the Supplies Branch unit. The NyS
paid Supplies liranch (then based at thc Ministry ofLands. llousing & Urban Development) for the
supply olvarious itcms as requisitioned vide issue & Reccipt voucher Nos. 0254145,0159803171g/9.

20. -l'he supplies were paid fbr in advance and were to be taken on charges in the stores ledger cards
once receivcd. As at the time the Youth Empowerment Programme was temporarily halted in
Novetnber 20I5, the depaftment (NYS) had receiverJ supplies u,orth Kshs.81.7|2.55I.5b leaving a
balance of Kshs. I 39. I | 5.923.50.

o chronology and documentary e'idence of movement and expenditure of AIE no.
757439 ofKcs. 70 million, issued on 2nooctober,20l4

2l.lhe Accounting Ofticer confirmed that there rvere records ol the AlF. No. 757439 issued to the
Commandant NYS ('ollege, Gilgil. and was entered in thc SLrb -counry 'l'rcasury cash book at Gilgil
sub-county on I lrl' November. ZO 1,1.I'he entire tilnding rvas used to pay lbr tbur (4) contracts.

Thc Accounting Officer submitted supporting documentation to the auditors for verification,

The Accounting Officer submitted a breakdown of details of all youth cohorts paid for various
projects in the financial years 2013/2014 and 2014/2015 for the committec's examinaiion.

She also submitted supporting documentation of the rcquisition and receipt of the supplementary
budget of Kes. 3.5 Billion, starting from ths re<;uest from the then Cabinet Secretary, Ms. Anne
Waiguru.

There being no other business. the rreetingadjourned at tenrninutes to oneO'clock in the afternoon.Next
sitting would be heldon l9'h September. 20l6 at 2.30 pm.

Signcd.. ,^,"2*...*,.'20|7-
((' erson)
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olrIlCu ()F'fIIl,l ATII)I'I'0It (;I.]NI,RAL

Mr.Raphacl Ikamc Parliamentary Liaison Otllcer

Parliamentary l,iaison Officer
Accounlant I

- Princ ipal lrellow
- Lcgal Counsel

lnternal Auditor
- Research F-ellow

- Visiting J unior Fellow

1. Mr. Geolliey Mwitari
2. Rev. Kirnathi Kwiriga

THE CONSIrl.T N(; IJ()l 'Sra r ,T'r)

l. Prot'. Mutah iNgunyi
2. Ms. Jcnn i1'er Shamalla

3. Mr. NjauMweu
4. Mr. Jonathan Maina
5. Mr. F'redrick Kibuka

The Chairman called the Ineeting to order at tenminutes past ten O'clock in the morning and said a
praycr.All present introduced themselves.

Prol'. MutahiNgunyi, the Principal l'cllow/ Dircctor of The Consulting House, subrnitted the lbllowins:

l. lle was apologetic tbr nol honouring his initial invitation to appear before the Committee. This was
as a result of mis-rouling of his invitation letter to an old address.

2. l-he Consulting House Lirnited is a private security and policy innovation think tank working in l8
Atiican cotrntries. llis first involvement with the Governmcnt of Kenya was in 2010 when he was
commissioned by UNDP and the Ministry of Internal Security to study the crisis of militia groups in
the country. The study was completed. and established that Kenya had 238 militia groups at the iime.
[{c rnadc recolrrnendations that critiqued the laws to align them to the new Constitution.

3. On or around 3'd February 2014 he reccived a telephonc call fiom the then Cabinet Secretary
Devolution and l)lanning. Ms. Anne Waiguru to restructure the National youth Service.

4. t{e did nol know r.r'hv his companl, was picked but it rnay be that direct procurement was settled
upon due to the paramilitary nalure 01'the NYS. This was actually justitied by the then Director
General. Mr. Rugut. and subsequentll by Dr. Nelson Githinii.

5. -l 
he Ministerial 'fcnde'r Conrtnittee sat and approved thc procurcment. alier rihich they negoliated

the alllotrllt to the contract surn of Kcs. 90 Million. 'l hc bill rvas tair'. less than I%o of'the Kes. 22..1
llillion budgct thc restructure resulted in. and rvas less than what the tJnircd Nations pays Aliican
consLlltants. I- Ltrthcrtlorc. conrpanics thal lverc contractcd to inrpletnent rvhat rvas thcir o\!n creation
ucrc paid lhr ntuch nrolc.

' U..,\St ttY

MIN No. l2l {/2016: I'}ltELl Ml NARlliS

MIN No. l2t5/2016: CONFIRMATION OF MINUTES

The agcnda itcm was del'erred to thc next sitting. There were thus no matters arising.

MIN No. l2l612016:SUBMISSIoN oF EVIDENCE oN THIi SpEC|AL AUDITOR (iENERAL'S
IIEPOR.I.ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: PROF.
MT]TAHI NGUNYI ()F THE CONSULTTNG HOUSE



6. Their 5-point plan was a result of great eftbrt and was lauded by Aliican governments that came to
benchmark with it. Allegations olplagiarism ofthe 5-point plan rverc untrue and meant to tarnish his
name.

7. Ms. Jennitbr Shamalla was part ofthe consulting team at the time. in the capacity ofa visiting scnior
f'ellow at The Consulting House.

8. Before implementation of the plan. he wrote to the then Cabinet Secretary lbur tirnes, telling her that
the systems at that particular moment could not support the budget raise. He requested to do a pre-

audit of the systems but was told by Ms. Waiguru that his job at the NYS was not to fight corruption.
9. His role al the implementation of the plan was limited to providing advice. The buck stopped with

the Director Ceneral NYS and the ministry. Some of his advice was actually ignored. This included
his recommendation to hire a Mr. OludheMccoye as the new Director General ahead ol Dr. Nelson
Githinji. He had interviewed the two at the Kempinski Hotel.

10. He noticed the cartels were re-grouping as structures he had dismantlcd seemed to be creeping back.
with an example of a Mr. Kemboi who relurncd to the service.

I I . Kes. I 1,875,000.00 was wircd into their accounts on 23'd April, 201 5. They did not know the origin
ofthe funds at the time bul assumed it was fronr another client who had been billed almost the samc
amounl,

12.'l'he'sneaking in' of these funds to their accounts was probably a scheme to infer malice and an

attempt to subven and tamish the restricting efflorts.
13. After the Special Audit report was relcased, they did their own forensic audit that discovered that the

funds were not from the client they had initially thought. lt is then thal they wrote to the Principal
Secretary. up to three times, on 5th July, 29tr' July and 23'd August. 2016 asking for an explanation as

to how these funds were paid without an invoice.'fhey only received a response later on with details
ofthe ministry's bank account to reflnd the money.

14. They refunded the money to the ministry accounls at Central Bank on l9'l' September, 2016. He flt
this was the right thing to do in the circumstances. Should the Committee recommend interest, he

would seek judicial interpretation and comply'.
15. He had never met Ms. Josephine Kabura and in the f-ullness of time he will sue her fbr telling lies and

defaming him.

The meeting resolvcd that the witness avails copies of his four lettcrs to the Cabinet Secretar)' raising
the red flag, his bank statement showing payment by his othcr clicnt of a similar amount to the Kes.
11,875,000.00, his report rccommcnding Mr. Oludhe as l)irector Gencral and an analysis of the
tranches of paymcnts totaling the contract sum of Kes. 90 Million.

There being no other business, the meetingadjourned at oneO'clock in the afternoon.Next sitting would be

heldat 3.00 pm in the afternoon.

Signed .... out"....&.8:.2, )" l?
(Clh ai
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Mr.Raphael lkanre Parliamentary [,iaison Ouicer

Parliamcntary [-iaison Olllcer
Accountant I

Principal Secretary

Director- Water Serv ices

Deputy Director. Water Services

| . Mr. Oeoltrcy Mwitari
2. Rcv. Kinrathi Kwiriga

l. Mr. Patrick NduariMwangi
2. Eng. Robinson Oaita
3. Eng. Jarnes Yatich
4. Mr. EllyYaluk
5. Ms. Nancy Cetanda

The Chairman called the meeting lo order at fifteenminutes past three O'clock in the afternoon and said a
praycr.All present introduccd thcmselve s.

'fhc agcnda itcrl was defcrred to thc next sitting. lhere rverc thus no maflers arising

MIN No. 1220/2016:SUIIM ISSION OF EvlDuNCE 0N THT], SPECI AL ATIDITOR CENERAL'S
IUil,()tt't- o\ A( ('oUNt'S ()F ',l-U I NATIONAI, YOT]TH SE VICE: MR.
PATRICK NDLIAl'l MwA1.*(;1. PRINCIPAL SECI{E,TARY STATE DEPT.
r.-ol{ tRI{t(;At'roN

Mr. Patrick NduatiMwangi, the I'rincipal Secretary. Statc Department for Irrigation, Ministr,v of
Watcr and Irrigation submitted the lirlloning:

l. Kcnya frequently suffers the twin challenges of intensive rainlall and flooding often followed by
biting droughts.

2. Aware of this water security challcnge, thc Covernment in F'Y 2013/2014 initiated the National
Water Harvesting and Storagc Programme with funds allocated through the then Ministry of'
Dcvolution and Planning lor construction water pans and small dams in rural Constituencies.

3. The Prograrnme proposed construction of 1.000 water pans (average storage capacily 20.000m3) and
200 small dams (avcraee sbrage capacitv 150.000mr) annually over a 5-year period beginning in FY
2013-2014 with an average annLral budgcrary allocation olKsh. 7.5 billion.

4. It rvas initiallf intended that the National YoLrth Service (NYS) inrplcrnents thc programme using ils
intcrnal capacitr given its larse stock of rclcvant cquiprnent u,hich consisted o1' l5 dam construction
units. Orr,ing to thc magnitude ol the l)rogralrrne. howcver. the then Ministrl ol Environment.
\!'atct and Natural IlcsoLrrccs throLrgh Water Soctor Statc Institutions colnprising the 8 Water Service
Boards arrd thc 6 l{egional [)cvclopnrenl. Authorities in inrplementation ol'the Programme were
broLrght on lroartl to plor,idc thc technical input.

oFlrtcti oF 'I'Hli Atrt)t'l'olt GENI]RAL

-l ltlr St lltY

SI"ATI.] I)[PT. T'OII IRITI(;ATION

)Il N No. l2llt/201(r: I'RliLl lvl lNAR|liS

MIN No. l2l912016: ('ONFIIIMAT'IO\ OF MIN[,TI,,S



5. To ensure efl'ective management and monitoring ot'the Programmc. an institutional arrangemenl was
agreed upon. A National Project Steering Committee cornprising the Principal Sccretaries of rhe

National Treasury, Planning. Water and the Director Ceneral of National Youth Service was set up
to oversee and provide policy dircction. The Cornmittee was supponed by a l echnical Coordination
Committee composed o I representat ives lrorn all panicipating lnstitutions.

6. Ministry of Devolution and Planning would give AlEs to the then Ministry of Environment. Water
and Natural Resources as the ministry responsible lbr the rvater harvesting function which. in turn.
would transler the funds to the Corporations as its executing agents upon receipt of work plans and
cash flow requirements and subject to approval by the Steering Committee.

7. Along these Iines, on l4'h February 2014, Minisrry of Devolution and Plann ingpublished a tender
notice for procurement of contractors to develop 743 water pans and small dams in 231

Constituencies with priority to arid and serni-arid lands.

8. After tender evaluation by the executing agencies, 647 water pans and 54 small dalns (total 701

Projects) were approved for construction al a tolal cost of Ksh 3,534.979,087.
9. However, Ministry of Devolution and Planning only released Ksh 1,884,018,004 (in two tranches of

Ksh 907,l43,189 and Ksh 976,874,815) during FIY 20l.312014 representing 53.29/o of the toral cosr.
The balance ofKsh 1,650,961,083 was released in FY 2014120lr5.

10. Upon receipt of the l'unds, Ksh 1,864,126,901 was translerred to the exccuting agenciesand Ksh
19,891,103 retained at the ministry for purposes of planning. monitoring and evaluation of the
programme.

I l. There was no variation from 'dams' to 'pans' as the tender advertisement was clear.
12. Projects that had stalled were unique to the Lake Victoria South Water Service Board. and this was

because the board awarded 25 additional projects expecting further l'unding which was not received.
These stalled projects would be completed in the subsequent financial year.

13. Ksh. 2 Billion had been budgeted for rvater harvesting and Ksh. 500 Million for water for schools
project in FY 20l5ll6

14. [n total, a surface storage capacity ofover l6 million mr was creatcd nationally. This conlribuled to
reduced walking distance to water points for 180.000 households and over 2.500,000 livestock and
wildlile could access water. lt also contributed to addressing the rccurring problems of flooding,
healing of degraded lands and over 75 ha of Iand irrigated enhancing rural household fbod security
and incomes.

There being no other business. the meetingadjourned at fiveO'clock in the evening.Next sitting would be
heldon 2l'r September, 2016 at2.30 pm in the afternoon.

Signctl.. D^,"?#:?raot?-
(ch

MIN No. l22li20l6: AD.IOURNMIiNI'



MINUTE,S OF THE THIII'I' HUNDITE,I) AND SEVENTEENTH (317III) SITTING ()F THE
PUBLIC ACCO UNTS COMMITT'EE HELD ON THI JIiSI)AY 22\I)SEP'TI'M tll,.tt. 2 0 16 AT
10.004.M. IN coyrMl't'l'liE Il(x)M 9. MAIN PARLIAMEN't I]TJILDINGS

PRtrSI],N1-

l. Hon. (Eng.) Nicolas Gumbo, M.P.

2. Hon. David Eseli. M.P.

3. Hon. Charles GeniMong'are. M.P.

4. Hon. (Capt.) Clement Wambugu, M.P

5. Hon. Arthur Odera, M.P.

6. Hon. KaniniKega, M.P.

7. Hon. Joseph Manje, M.P.

8. Hon. Joel Onyancha. M.P.

9. Hon. Julius Melly. M.P

APoLoGIN,S

I . Hon. Jackson K. Rop, M.P.

2. Hon. FathiaMahbub. M.P.

3. Hon. John Mbadi. M.P.

4. Hon. Silvance Onyango Osele, M.P

5. Hon. KarekeMbiuki, M.P.

6. Hon. Kyengo KatathaMaweu, M.P.

7. Hon. Alice NyanchokaChae, M.P.

8. Hon. Stephen Manoti, M.P.

9. Hon. Andrew Mwadime. M.P.

10. Hon. Timothy Bosire. M.P.

I I . Hon. Kangogo Bowen, M.P.

12. Hon. Manson Nyamweya. M.P.

13. Hon. Gonzi Rai. M.P.
14. Hon. Jessica Mbalu. M.P.

15. Hon. SakwaBunyasi, M.P.

16. Hon. Abdikadir Aden. M.P.

17. Hon. Junet Sheikh Nuh. M.P.

18. Hon. Mathias Robi. M.P.

IN ,\'l II,Nl)AN( l:

l. Mr. I)anicl Mutunga

2. Mr. Victor Weke

3. Ms. Winnie Kulei
4. Mr. Collins Mahamba

C hairrnan

V ice- Chairnran

Principal Clerk Assistant

Clerk Assistant Il
Rescarcher

Audio Recorder

NATI0NAL ASSIiN,I IILY



ol'F ICE OF' 'rH I' AIJI)I't ( )t{ (; t.t\ I._ tt,\ t.

Mr.Raphael Ikarne

'I tt t,_,\ SURY
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Mlr'No. 1226/2lll6: l'lt. T, IMINAITIES

The Chainnan called the meeling to order at thirtyminutes past tcn o'clock in the aliernoon and said a
prayer.All presenl introduced themselves.

\'llN No. l227 /2016 : CONFIItMATI()N OF MINIr'f lis

1'he agenda itern was de{'erred to the next sitting.'r'here rvere thus no matters arising

MIN No. 1228t2016: sl llt I tss t( )\ ot.tNt.'ottivtA'It ON I}\''I' II Ii I'ItIN (' IPAL SE(]RI'1-ARIIIS rct1\l) lll, Br.r(' S IiItV IC I' & YOUTt.r A FF'AI Rs()N tist oF I (_-r- I\
HUt)trt\,tA cENI'R ll S AND E-CITIZI'N

1'hc I'rincipal Sccrc(itrics subnrittcrl ls lirlkrus:

'fhat the role of Infcrrmation and communications Technology Authority (lcrA) in the
implementation of [{udu,ra ccntres and E-citizen projects was to compliment the work of the
rcspect ive secrctariats.

l'hese include attending lneetings ol HLIduma Kenya sLrrnrnit as stipulatcd under Caze tte Norice 2 I77
of April. 2014. as rvell as providing technical support to the sccretariat as required. and in technical
evaluation corn rl itlees *,here necessary.
lludurna Ccntrcs also rel,v on rcIA rnanaged (ic('N krr ser'ice connectivity to govcrnmcnt
agcnc ies.

Parl iamentary Liaison Ol'fi cer

Rev. Kirnathi Kwiriga
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2. Mr. Dennis Mutuku
3. Mr. Martin Mirero
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2. Kes. 1.908,769,052.00 had so f'ar been spent on lC-l'systems at Hudurna Centres and the E-citizen
platlbrrr. Value lor money was cleally achieved lrorn the positive leedback lrom members of the

public (98% satisfaction rate) and various international awards received. 'fhe Fluduma Kenya
programme is the most extensive ICT systems and infrastructure in the Kenyan public service,

enabling provision multiple government services efliciently. reliably and to the convenience of the

public. The service has furlher bolstered the country's standing in the World Bank Global ease of
doing business index.

3. The mandate of the two platforms were largely distinct as provided for in the Vision 2030, Gazette

Notice 2177. Legal Notice No. I of20l6 and budget lines approved by Trcasury. Any overlaps were

simply back-end processes thal were being worked on.

4. The two plalforms use IFMIS for purposes ol'budget managernent, procurement, accounts and

payments management. All ofthese systems are oracle based tbr easy integration.

5. Linksoft Integrated Services (F,A) Ltd. was awarded a contract worthKe s. 797.796.582.71 to supply
the []udurna Business Management Information Systems of various rnodules for eil'ective internal

management of the lluduma programme. The cornpany's directors are Messrs. Anthony Wamae and

Ju lie Wahornc.

6. Verve KO Ltd. was awarded a contracr worth Kes. 987,023.271.00 to establishlludumaKenya
service E-enabling and cost tracking systems for provision of electronic one stop shop services to

citizens. The company's directors are Messrs. James KaraniNyamu and Luke OdhiamboOuko.
7. Both procurements were through open tender and were conducted in accordance with procurcment

laws.

The Principal Secretary, Public Scrvice & Youth Affairs tablcd tender documcnts for both
tenders including thc advcrtisement, el'aluation reports and contracts for the Committe€'s
pcrusal.

Thc Committec resolved that thc two Principal Secretaries rc-appcar after one (l) month with
dctailed documents of other bidders, as well as information on E-citizen.

MIN No. 122912016: AI),IOURNMENT

There being no other business. the meetingadjourned at oneO'clock in the afternoon.Next sitting would be

heldon 26'hSeptember, 201 6 at 2.00p.m.

Signed .. r,,"....2K:..?OlT
(Chair
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\TIN No. 123()i201 6 : l'R l.l LI ll I N A ltl IiS

'lhe Chairman called the meeting 1o order at fiveminutes past three O'clock in the afternoon and said a
prayer.All present introduced themselves.

MIN No. l23l /2016: CONI.'IRMA-I|ON ()I.\,IINTITES

1'he agenda item was defLrred to the next sitting. There were thus no matters arising

Dr. Nelson Githinji' ftrrmer l)irector Ccneral NYS appeared betirrc the C-'omnrittec accornpanied by legal
counsel. Ms. Norcen Kidunduhuand submitted as fbllows under oalh:

l. That he was thankful lbr being given the opportunity to engage in his first public discussion on a
nlatter for which he had been 'vilified and misrepresented through a well-orchestrated
organizational plan whose rnain goal was divcrt the entire country from the full truth'.

2. He joined governmenr in November 2009 from coca-cola Company to join State House as the
Comptroller. Ile then became Tourisnr secretary in November 20ll to February 2013,
subsequently Sccretary for Cooperatives before joining thc NYS in May 2014.

3. The Youth Etnpowerment Agenda that N.Y.S. set out to accomplish was a global best practice
that soon had nations coming to Kenya to understudy. lndeed several Alrican countries
benchmarked with the programme.

4. He voluntarily stepped aside in November 2015 to allow for independent investigations into the
matters of corruption at the NYS. This was after he noticed a scheme to involve him in the
scandal, including last minute substitution of suspects to be charged in court.

5. lt had been practically impossible lor him to provide the requested inlormation relating to the
documentation around request fbr supplementary budget of Kes. 3.5 Billion. He was kept in the
dark about matler that was personally championed by then then cabinet Secretary, Anne
Waiguru.

6. ln his understanding, the request for the supplementary budget was occasioned by the expansion
of the NYS 5 Point vision roll out through the Youth Empowerment program, as a result of
policy direction and scope ofwork definition by the Cabinet Secretary herselfl The Consulting
l'louse of Prof. MutahiNgunyi did the CS's bidding.

7. Constant intcrf'erence by the C.S. made the running ofthe uniformed service very difficult. Other
than the Personal manner with which she handlcd the supplementary budget, she also decreed
that procurctncnts abr:vc Kcs.2 Million becentrally handled by the Ministry directly. She also
personally tired a.iunior olficer at thc NYS. a Mr. Kenrboi. in total disregard ol management at
the agency. Moreover. shc pcrsonally signed call-Lrp notices fbr neu rccruits and evcn defined the
rnrrdus opcrandi ol lhe recnritnrcnts.

tl. Kcs. 55 lM that should havc bccn retaincd as savings rlas utilized lbr opcrational purposes due to
sltlu crcheqttcr relcascs. lrttrthcr. thctc rras rro rctainer accoLtnt lbr thc savings tbr co-operatives

I

MIN No. 1232/2016:SUIIMISSION oF INF0RMATION By DR. NELSON GtrHlNJI, FORMER
I)IRI,CTOR GENERAL. NATIONAL YOTITH SERVICE



and disbursement to the individual SACCOs was dependent on their receiving a clearance tbr
training by the Co-operative officials.'l'hat notw ithstanding, there was a plan to rernil to rhe

SACCOS their savings as soon as exchequer release nonnalized. This was effected in January
201 6 when a savings retainer account was opened and the balance settled.

9. On the commitment of KES. 695,400.000 appropriated through the supplementary budget
20 l4l I 5on 20'r' May 20 I 5, he realized huge amounrs had been drawn down in one day. This
raised his curiosity because he had knowledge ofconsumption patterns ofthe service.

10. On 2 lst May 2015 he queried the Heads of I.C.T. and Procurement to give an explanation on the
commitments. It was established that they had been commifted by Mr. Adan Harakhe, the then
AlFl holder. Mr. Harakhe however denied comrnitting the funds.

ll.He then directed compliance with thc procurement plan provided by the then acting Chief
Finance Officer, a copy of which was similar with a hand-written one provided by Ms.
Waiguru's personal assistant, a Ms. Bctty Maina.

12. On 25'h May 2015, he sanctioned the involvemcnt of Treasury and cyber-crime unit ofthe DCl,
after an analysis of IFMIS print-outs. The thcn Cabinet Secretary then wrote to the DCI as wcll.
Unbeknown to him, attempts to delete information regarding the questionable transactions were
mooted by Mr. Harakhe lhrough communication with IFMIS Director. The matter was currently
before court.

13. He was not privy Io the decision to transl'er KES. 1,884,01 8,004.00 to Ministry of Environment,
Water & Natural Resources, as this rvas donc in FY 2013/14.

14.After his AIE status was revoked, he continued to log onto IFMIS to be lully abreast on the
salient mafters relating to Procurement. ln this regard, he maintained a view / read status on
IFMIS and resulting from that situation, made enquiries from the System on lO'hApril 2015,
l5tl'May 2015 and 20rl'May 2015 to conllrrn loading of the Supplementary budgct. On l5tr'May
2015, he attempted log-in ll times because the sysrem kept hanging. He in fact did all these
within a matter of three minutes. He did nor make any approvals and the IFMIS log could prove
th is.

15. The Cabinet Secretary ruled with an iron fist and did not entenain questions. 'l'he falling out with
Dr. Githinji was probably as a result of his independence. This character trait of the then CS was
further reinforced when she gave him a 'tongue lashing' lor calling her by h9r lirsr name, rather
than as'Madam CS'. She also did not take kindly whenever the President directly called the
Director General without going through her.

I 6. Mr. Adan Harakhe was proposed by Mr. Hassan Noor Hassan with the approval of Ms. Waiguru.
This was the ultimate humiliation for Dr. Githinji. especially being in a unifbrmed service. Mr.
Harakhe's ICT proficiency was questionable as he often had people helping him with computer
operations, inc Iuding approval ofpayments.

I7. Suppliers who the then CS seerned to have had interests in received huge tenders which could not
be vouched for. and were paid promptly. 'l"hese included Bora Global and Alpha Mercantile
companies. Ms. Maina, the CS's personal assistanl would at times catnp at the NYS pushing for
payments.

18. Another company, Out ofthe Box Solutions also seemed in this league because their details often
contradicted. Moreover, the service they provided was not in the budget tbr rhe llnancial year. He
witnessed the contract which was signed by the then Principal Secretary and cven paid thc
company after demanding a written approval lrom the PS.

19. On the use ofsupplies branch conlracts. the Head ofProcurement told hirn the contracts were not
contested. He rnay have then approved some ofrhcm in good t'aith. including band equipmenr at
Cilgil. Thev horvever fbiled to take them to thc Ministerial Tender Comrnittee f'ur ratillcation.



20. On the use of NYS trucks. he approved their use without the knowledge that there was a third
party contractor involved. Llowever. day to day monitors was thejob ofthe head ofmechanical
section.

21. l{e signed three or four interdiction letters ol'some oithe uniformed stalf who were implicated in
the scandal. This auromatically {bllowed the public naming of the suspects by Ms. waiguru.

22. Ile cLrrrently faced charges ol repairing his personal vehicle at the RMA. 'rhis was however a
f'abrication of the truth because the invoice presented had a different engine and chassis number
tiorn his. In fact. his car was drivcn in and out olthe garage to fit into this narrative. His 2"d court
charge was'tampering' with Mr. llarakhe; allegedly stopping him fiom whistle blowing.

The witncss rcqucsted for a camcra scssion with thc Committee after onc weck, to cnablc him table
cvidcnce of certain companies linked with certain persons at the Ministry. The COmmittee accedcd to
this rcqucst and scheduled a camera session for'I'hursdav 6'h octoher,2016 at 10.00 anr.

\ll\ \o. I 2J.l/2016: ADJo NNIENI'

'l'here being no other business. the meetingadjourned at sixO'clock in the evening.Next sitting would be
heldon 28thscpternber. 20 | 6 at 10.00a.m.

Signctl 11i."..,.2fl; %l+
(( hai t's011 )
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Accountant I

l. Mr. Oeof trcy Mwitari
2. Rev. Kimathi Ku,iriga

]II\ No. 123{/2 016: PRILI]lt lN ,\ RI I.-S

'l'he Chairman called the mceting to order at thirtyminutes past ten O'clock in the rnorning and said a
pray'cr.All prcscnt introdLrccd thcrnsclves.

MIN No. 1233/1016: co\r'rlti\tA1-t ON OF MINTJ'I'ES

The agenda itcnr was deferred to thc next sitting. There were thus no rnatters arising.

IN No. I 0l6:S B I()h' oI.' It M ATI Y MII.. Fo
sl._Nt()t{ t)t,-Pt:TY I}t I{E('ToR GT]N ETIAL. N.ATION AL YOUTH S ttvrcI

Mr. Adan Harakhe, theSenior Deputy Director General NYS (on interdiction)appeared before the
Corrrnittec and submitted as fbllows:

l . He was born in 1967 in wajir North and holds a Masters and Bachelor's degree in Arts (Educ.)
from washington Intcrnational Univcrsity. by correspondence. The cerrificates were duly
accepted and authenticated by the Ministry of Education. He was also cotl'lputer literate as he had
attendcd computer classes for four weeks.

2. Alier completing basic training from lgoje'l'eachers college as a pl teacher in 19g9, he taught
for two years befbre becoming an assistant secretary/ District Officer Cadet; rising through the
ranks to District Commissioner ll in 2007. He was then transferred to the Ministry of Interior and
coordination of National covernmcnt and subsequently to the Ministry of Devolution and
Planning.

3. on 27'r' nvovember, 2014 he was seconded to the Nys as a Senior Dcputy Director General, in
charge of all administrative supporl, including finance, procurement and human resources. This
was as a result of the then re-organization ol'the NYS. in spitc of the position not existing in the
schcmc olservice. 'I'he Secretary to the Public Service Commission later created the position.

,1. The then Principal sccretary Planning appointed him the AIE holder vide a letter dated lgrh
February'2015. He rvas lhereafter dcfined in the IFMIS system for rhis purpose. on 2"d March.
205. Dr. Githinji rct'uscd to hand over thc AIE role because he had reccived two conflicting
letters with the same reftrence numbcr: one appointing Mr. Ilarakhe as AIU holder and another
as alternate AIU holdcr Mr. Harakhe then visited PS Mangiti to consult on the matter and was
told that the lettcr appointing him alternatc AIE holdcr had norv been withdrawn. Ieaving him as
the substantive AII holdcr.

5. Hc rvas not inlbrmcd ol'the utiliration of Kes. 551.750.000 cohon savings and he was not an
accotlnt signalorv. Ilc horvcvet' realiscd that this accor.nt was opened without'l reasury approval
and that some cohorts hacl been overpaid. l)r. Cithinii ho*cvcr told hirn to kecp ofFthe mattcr.

oF't-tcri oF'I't{E AUt)II'Ott GtlN[,trA l,

TRT]AST;RY



6. After the loading of the Kes. 3.5 Billion supplementary budget, he noted that the component oI
infrastructure and civil works of Kes. 2 Billion had reduced by Kes. 828.600.000.00 before the
procuremenr plan had becn loaded. He asked the Head of Supply cthain, Mr. pilisi to ensure
reversals of the commitments in vain.

7. lt was then that he inlbrmed Dr. cithinji. Eng. Mangiti and Ms. waiguru of the commilments
that were not done by hinr. The cabinet Secrerary asked him to report the mafter to the
Directorate oflCriminal Investigations which he did.

8. He then established that commitments worth Kes. 133,200,000.00 had been done by a Ms.
Regina NyamburaMuigai as the requester and approved by Mr. wachenie, the chief Finance
officer and the alternate AIE holder. Ms. Muigai requested another Kes. 695,400.000.00 and the
system showed Mr. Ilarakhe had approved. He was not aware and thus sensed his password had
been hacked.

9. When engaging DCI investigators, Dr. Githinji and PS Mangiti reprimanded him for involving
the investigators before internal mechanisms had been exhausted.

10. PS Mangiti then introduced him to a Mr. Ben Gethi who purported ro be an agent of Mr. Henry
Rotich, cS Treasury. Mr. cethi promised to son out the issue and take care of Mr. Harakhe. Mr.
Harakhe declined the offer.

I I. He then visited Director IF'MIS, Mr. Jerome Ochieng, seeking assistance lor de-commitment of
the transactions. Mr. Ochieng told him he was creating unnecessary confusion but nonetheless
assigned an officer to assist him. The system could however only accept reversals from the
original requester, Ms. Regina Muigai, who was uncooperative, or the approver.

I2. He then wrote to CS Waiguru requesting intervention. It was then that rhe CS wrote to the DCI
on 5'l' June, 2015 requesting investigations.

13. Mr. Mugwanja headed the DCI investigations team and told him IFMIS staff were
uncooperative. Mr. Harakhe went lhere and was told by a stafl'er. a Mr. Kyalo, that he was
making unnecessary complainls that he could not prove. The same staflbr called him aside and
asked him to collude with the DCI officers to 'cook something'. Mr. Harakhe refused.

14. On l4rh June 2016, PS Mangiti called him at 6pm and asked lor a mecting at Nakumatt Junction.
The former PS threatened to fix hirn should he not cooperate.'rhe next day in his office. the pS
asked him to decomit Kes.200 Million and misadvise Ms. Waiguru that he had decornitted the
entire Kes. 695,400,000.00. Mr. Harakhe refused.

15. on the night of I 7tr' June, 2015. Ms. waiguru called and instructed pS Mangiti to rreet Mr.
Harakhe the following morning at T'reasury and decomit all the disputed transactions. 'l'he
fbllowing day they managed to do the reversals.

16. Mr. Mugwanja later told him that the Director General, Dr. Girhinji and pS Mangiti were
interested parries in the artempred thefr. In fact, Kes. 133.200,000.00 of the artempted theft was
established to have been meant fbr companies associated wirh Dr. Cithinji. through his in-laws.
The companies included Celebrity Foods and Sakoji Ltd. These same companies had initially
benefited from pan ofthe Kes. 791.3 85,000.00irregu larly paid earlier.

I 7. on the construction of dams ro the tune of Kes. l,gg4.0 19.004.00 by the Ministry ol
Environment, he was unaware since it was done before his arrival at NyS.

18. The AIE no. 757439 of Kes. 70 Million to Gilgil College was also done befbre his arrival ar rhc
NYS. IJe however establishcd that the current PS Youth Aflairs had satistactorily responded to
the query.

19. The Consulting House was directly procured by the Ministerial 'fender Corrmitlee on 4tn March.
2014 to provide urgent consultancl'service lbr a cost of Kes. 40 Million.'l'he MTC subscquentll
approved direct award of irnplementation of the 5-point plan to tlre same consultant on

t



6'r'october. 20 14. The overpaymenr of Kes. 12.5 Million was approved by the Director Finance -

using a copy of invoicc. without tbllowing due process involving lost invoices.
20. on construction of the 3.5 kilometre road in Kibera. NyS was using three quarries in Rongai,

Kiserian and Njiru. 'l'he arrangelnent was that the owners of lhe quarries would be paid a unit
figure of Kes. 1000 while loaders would be paid Kes. 2000. NYS however had excayators and
the subsequent payment ol'Kes. 79 I ,385.000.00 was flctitious.

VIIN No. t237 t2016,' ),ItsstoN ()tf NF()IIM A.I'ION BY I}I]SINIi SSI\,IAN MR. ItEN Gf,THI

'fhe Cornmittee resolved that due to the limited time available, Mr. Gethiprovide his testimony on Tuesday
4'r' October, 2016 at I 0.00 a.m.

\lt\ o. l23t)l2u l6: AD.lOt' LN'I'

Thcre being no other business, the mcetingadjourned at thirty minutes past flveO'clock in the evening.Next
sitting rvould be heldon 29'hSeptcmber. 201 6 at 10.00a.m.

D,,"..JB.ar.&laSigncd

(Chai n)
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MIN No. t239t20t (r: l'ltlll,l ]l IT-.A It I I.]S

'Ihe Chairman called thc mceting to order at twentyminutes past ten o'clock in the morning and said a
praye r.All prcsent introduced themselves.

MIN No. 12,10/2 016: C()NF IRMATION OT- \IIN T;'I'I:S

'l he agenda itcm uas dc|erred to thc nexl sitting. lherc rvcrc tlrus no mattcrs arising

l. Mr.
2. Mr.

3. Mr.
4. Mr.
5. Mr.
6. Mr.

Ilalakhe D. Waqo
David K. 1'oo

Abdi Moharned

David Kaboro

Yassin Aila
PischalMweLr

It No. 1t /20t :St.ill\,1IS ION OI.' I t'ott]l r' ON BY II. H AKIIE o

Mr. Halakhc Waqo, CIEO
sLrbm itled as fbllorvs:

EACCappeared bcfirrc the Committec accompanied by his officers and

l' lle was thankl'ul lbr the invitation to appear betbre the Comrnittee to shed more Iighr on status of the
investigations into the NYS scandal. l'his was especially bccausc the u*ount of loss had run past
Kes. 1.8 Billion currently. fhr morc than what the public believed to be about Kes. 791 Million.
Further, new inforrnalion keeps emerging in the course of investigations. However. he would be
rcserved in his prcscntation ofdetails ofthe status of investigations because oftheir sensitive nature
and the dcsirc not to jeopardize progrcss.

2 The EACC lvas currcntly pursuing 8 active cases on the NYS each with different level of completion
as below:

o ProcLtrement irregularities in the award of' contract to Blue Star Enterprises at Kshs.
47.600.000. Thc fllc was rviththc Dpp and the f.unds frozcn.

o Enrbczzletrlent of Kshs. 147.829.315and brcach o{' procurement procedures during the
cslablishlncnt o1'National Youth Service Calrps ar Mukuru Kwa Njenga. Kiandutu (Thika)
and Korogocho. lnvestigations were ongoine.

' Service and lnaintcnancc of thc Dircctor (lcncral's privatc vchiclc in Junc 2014 at a cost
Kshs. -l()7.135.('asc uas in eotrrt.

' lrregular plocuremcnt ol' accotntnodation and cont'crencc tacilitics atnoLrnting to Kshs.
+.476.000.'l hefllc had been returnetl hr [)1,1, lirr lirr.ther investiqations.

'il1r,.Ast tr\
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trregular procurement of consultancy services lbr user support serviccs and sensitization

canrpaigns to Out of Box Solutions Ltd and Round 'l'rip t,td at Kshs.

302,458,960.lnvestigations were at the tail end.

Theft o1'Kshs. 791,385,000 in the tlnancial year 2014i2015 meant lbr civil rvorks and other

infrastructure; including the allegations of bribcry and inrpropriety against former and current

NYS Officials and other persons including the lbrmcr Cabinet Secretary Ann Waiguru named

in the affidavit of Ms. Josephine Kabura.lnvestigationsundenaken by DCI and various

persons had been charged in court. Some of the assets acquired through proceeds had been

identified, traced and frozen.EACC had also conducted f'urther investigations into corruPtion

related offences as directed by the DPP, and the investigations were at the tailend.

Suspected fraud and corruption involving directors of Kenirie Ltd. lbr a payment of Kshs.

88,948,275.85 where the company was awarded a contract to supply Injector Pump

Calibration and Jig drilling Machines.lnvestigations were on-going and the amount of Kshs.

88.948.275.85 preserved.

Irregular l'ender awarded to M/s. Ritsem. M/s. Beatrorn Investments and Mis. Sigi Holdings

Ltd. for supply of Swing Fogs. Knapsack Sprayers and Fogging Materials aI a cost of Kshs.

133.2 rn illion.lnvest igat ions werc on-going.

3. The EACC had also commenced the following 5 investigations based on emergent allegations

touching on the NYS;
o lnquiry into allegations that five Companies namelyMaanti Logistics, Carrotexx Enterprise.

Jupecar Garments, Sallijow Enterprise, Lantex E.nterprise and Peiows Agencies received

Kshs. 29,937.388.65 for the payments of goods that had been allegedly supplied to the

National Youth Service.

. lnquiry into allegations of tax evasion amounting to Ksh. 69 Million by Josephine

Kaburalrungu, Benson Cethi and Horizon [,imited.
. Alleged procurement irregularities and overpayment in the supply of shaping ofcylindrical

grinders by M/S LizsolChem Company Ltd to NYS, in the sum of Kshs. 97.7 million.

o lnquiry into circumslances surrounding the alleged supply of2.000 firefighting equipment by

International Pannerships East Africa l-imited at a cost of Kshs. 75 Million.
o lnquiry into allegations that Tender No. INCDF/R1'/06212013-2014 was irregularly awarded

to Kimendi Investments Company leading to embezzlement of Kshs. 378.625,000 lor
construction ofthree dams and four water pans in lgembe North constituency.

4. Various property believed to have been acquired from proceeds of'the crimes listed above had been

identified and frozen/ preserved by the High Court pending conclusion ofthe cases. They include top

ofthe range vehicles, land, houses and cash held in bank accounts. These properly amounts to Kes.

406,458,240.7 5.

5. Further, the Commission was pursuing a trail ol funds amounting to Kes. 64.800.000.00 also

believed to be procceds ofthe above orimes.

6. lnvestigations on the allegations that the former Chairman Mr. Philip Kinisu had done business with

the NYS were being conducted by a multi-agency team comprising the EACC, Directorate of
Criminal lnvestigations, Kenya Revenue Authority, Asset Recovery Agency and Offlce of rhe

Director of Public l)rosecutions. 'l'his was to avoid possible conflict of interest by the EACC.

7. Mr. Kinisu was tbund to be associated with t:saki Limited. a company thal supplicd varioLts itetns to

the NYS totalling Kes. 54.389.809.00. Out ol'this. an amount of Kes. 2,92ti.181.00 had been paid

during Mr. Kinisu's tenure at thc EACC. on 6'l' June 201 6. I his was an obvious contlict of intercst

considering hc did not declare as such. despite daily conversations on the NYS at the Commission.



S The Commission was pursuing more leads and individuals and would make tindings public at
appropriale times. Several individuals including Mr. Mugwanja of the DCI and members of the
Ministry's Ministerial Tender Conrmittee had recorded statements.

9' IFMIS as a system had its own challenges ranging from irs own competence to the capacity of its
users' The matter required a broad discussion.'fhe EACC was however preparing a syst;ms audit to
cstablish potential loopholes and risks, and areas of improvcment. on the allegations of password
hacking. they had not receivcd any other report.

l0 ['rom their statistics. EACC had moved miles in pursuit ol its mandate. pre-emptive measures had
especially saved the country from loss of billions ofshillings. They had secured 166 convictions in
the last lour years with ovcr 500 cases pending in court. The Commission had scaled up presence in
counties to over 10. with officers stationed in lludurna Centres. 1'hey have over 600 stafl and they
continue to bu ild capacity.

ll.The EACC had not been hcrd captive by any external fbrce and was operating independentry.
Perception was however influenced by impostors who sought to extort roney rro,n'pubric officers.'1'hey had arrested 40 such impostors in the last year alone.

12 The Commission subrnitted a systems review audit to Ms. Anne waiguru. thc former Cabinet
Secretary, as she was the authority that requested lor it. 'fhis report was not in the nature of a
criminal investigation. but to identify potenlial loopholes. T'he same had been done to other
inslitutions including Parliament. Ministry of t_ands and lmmigration.

I 3' He clarified that the Commission only clears individuals as per the status of information thev have at
any given tirne.

l4' Emerging jurisprudence like courts barring investigators from accessing bank accounts among others
posed a challenge to the Commission. The country aiso required legislation on mobile banking, an
enrerging avenuc for corru pl ion.

\I N Nrt. I t2lz0 : Al).,OLj NII'N'I'

There being no other business. the meetingadjourned aI oneo'clock in rhe afternoon.Next sitting would be
heldat 2.30p.m.

Sisned .... o ^,"...2&.'.. * a" (T
1( ha irp
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}I N No. 12 12016: l' I-I \,I I N It I t.ts

'fhe Chairnran callcd the mecting to order a1 threc o'crock in thc arlcrnoon.A presen{ introduced
themselves

MIN No. 124412 l6: (lON l- I lt l l.\t to o[- ]v \ l :1 ta.s

The agenda item was def'erred to thc next sitting. r'here were thus no matters arising

MIN No. 1215/2{\ :St.l]l\'ll to\ ( )t. t\I.ott)I 0N I]Y It..l tiA ot t{A ( t,l1'

croltlrlR IAL I}ANK
KINY

(l

Mr. Joshua Oigara, CEO KCBsubmitted as fbllows:

l. 'l'he bank holds several government accounts to the tune of I40.
2 lts first account for the NYS was opened in 201 I and the number currently stood at 3. These were the

following:
e NYS Mechanicar & Transport Fund account no. r I2g67454g opened on 5rh Juty 20o NYS Huduma Cohorts payment account no. r r7g05692g opened on rgrh January 20r6o NYS Huduma Cohons Sacco Deductions account no. ll7g05gl5g

3. The accounts had fbur signatories each as introduced by the agency.
4. All three accounts had requisite account opening authority. including Treasury approval, Letter from

the parent Ministry and Letter lrom the Agency. save lor the first accounr opened in 201 I before the
[)ublic Finance Management Actzorz. that lacked evidence of'Treasury's approval.

5. The accounts received tirnds transfi:r through RToS with insrructions coming at various times on
paytnents to bc made.

6 l he bank had no knorvn account by companies or individuals linked with the NyS scandal. Thev
u ill however cross-check their records.

-I REASUR)'

KI'NYA COMMI]RCIAT, ITANK



MIN No. 12161201 6: SLIBMISSION OF INI-ORMA'I lON llY MII. IITIJS KAIiAN,I A. (]80. SII)IAN

BANK

Mr, Titus Karanja, C[,O Sidian l]ank appeared scparately antlsttbmitted as lbllorvs;

ln April, 2016, the bank's regulator, Central Bank of Kenya (CBK) condtrcted a targeted inspection

olsidian Bank to determine the bank's compliance with the fbllowing;

o Proceeds of Crime And Anti-Money Laundering Act (2009)

. Proceeds of Crime And Anti-Money Laundering Regulations (2013)

. Prevention ofTerrorism Act (2012)

. Prevention of Terrorism (lnr plementation ol The LJnited Nations Security Council

Resolutions on Suppression of Terrorisrn) Regulations (2013)

o Central Bank ofKenya Prudential Guideline on Anti-Money Laundering and Combating The

Financing olTerrorism (CBK/PC/08)

2. The CBK established the following;
o The board and management of the bank had not undertaken regular training on Anti-money

laundering issuesl

o Internat reporting on suspicious transactions were done to the CEO rather than directly to the

Financ ial Reporting Centre;

o Job descriptions ofall staffdid not make specific mention to Anti-money laundering issues;

o The Anti-money laundering process ofthe bank was not automated;

. New products and technology employed by the bank did not adhere to Anti-money

laundering regulations.

3. As a result. the CBK levied a fine of Kes. I Million to the bank even as it addressed the issues.

4. The targeted inspection did not however establish any relationship with the NYS or Ministry of
Devolution and Plann ing.

5. The bank had checked its records and established thal they had no accounts and/or transactions

relating to any individual or company mentioned in the Auditor Ceneral's special audit report.

There being no other business, the meetingadjourned at fiveO'clock in the evening.Next sitting would be

heldon 3'd October,2016 at 2.30p.m.

?,al17Signcd...
((' rson

I)ate

MIN No. 124712016: ADJOURNMEN'I'
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MIN No. 1249120l (r: I'>R LII\,IINA I l,.s

The chairman called the meeting to order at ten minutes past threeo'clock in the aflernoon and said a
prayer.All present introduced themselves.

MIN No. 1250 12016: C.ONI.'IItN,I 't-toN ()t.' MINTIl'ES

fhe agenda item was det'erred to the next sitting. There were thus no matters arising.

MIN No. 125 I i 201 6:S I 'tiMISSION OF IiV II)h\( It ON TIIE SPE(]IA L AL;I)ITOR GI,] L'SPoR']'ON A ()t YI' ()['TIII TION \o SEITV CE: M C SN UNA
MANAGING l)t IIECl'oR F'AULT] M lctt() t,'INAN(]E I]ANK I, INT IT II I)

Mr. Charles Njugunaappeared before the Commitlee and subrnitted the fbllowing:

l' -fhat Faulu Bank confirms that in February,2015. the Bank's regulator, Central Bank of Kenya
conducted an inspection under section 35 olthe Microfinance Act which provides that'.The Central
Bank may at any time, and shall, if so directed by the Minister. cause an inspection of an institution
and its agencies to be tnade by any person authorized by the Central Bank in writing,,and Section 36
ofthe Proceeds of Crinre and Anti-Money Laundering Acr (2009).

2' The general findings of the report, in relation to the Bank's compliance to Anti-Money Laundering
regu lation included the following:

i. Need to automate the AML processes to enhance monitoring and reponing
ii. Enhance Board oversight on AML issues
iii. Update.lob descriptions for aI starf to incorporate AML responsibirities
iv. Enhance AML Risk Assessment for new products
v. Reliance on this party information to be supported by service level agreements

As a resulr of the above issues raised by CBK. the !|ank was fined Kshs.r MiIion.3 The MD confirmed to the commiltee that rhe Bank conclusivcly responded and reiterated itscommitment to adhere to the AML legislations. All the issues raisei by tire central Bank of Kenya
had since' bcen addressed with the exception of automation of the Banl's AML monitoring process
which r.l as currcnll) ongoing.

4 Frorn the fbregoing. thcy contirrrred that faulu Microllnance llank Ltd did nor. in rhe period under
rel'erence. rcccive any tirnds florn NYS or the Ministry ol Dcvolution anrl pf rrrirg.-i" connectionwith the. special audit report b;- the Auditor-ccne ral. 'ro the best ol'thcir r.ru*i"ag..-irr" fine had noconncclio, ro dealings to Nys or the Ministn ot'pranning and l)evorution.



5. That the bank did not receive any funds tiom NYS/Ministry of'Devolution, in connection with the
special audit report by the Auditor Ceneral. ln conducting its customer due diligence. the bank
complied with regulations on anti-Money Laundering and Cornbating the financing of terrorism.

6. He f'urthcr infonned the meeting that the bank did not receivc lunds fiorn the NYS and therefore no
disciplinary action had been taken relating to this nraner.

Thc witness rcqucsted for the secontl session to be held in camcra sincc information thev were to tahle
was confidential as protected by the CBK Prudcntial Guidelines. The Committec accepted the request
after determining thc information to be tabled was not in the public domain and touchcd on scl,eral
clients of the bank.

(lnformation submittcd is availablc in thc National Assemblv Clerk's ol'lice on requcsl)

MIN No. 1252120 16: Al)JOtr RNM E\T

There being no other business, the meetingadjourned atten minutes to sevenO'clock in the evcning.Next
sitting would be heldon 4'r'Ocrober. 2016 at I I .00 am.

Signcd .. l)atc &:R-olI
(Chairpe
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MIN No. l253/2016: l)lt I: l- IMINr\ItII.]S

The Chairman called the meeting to order at eleven O'clock in the morning and said a prayer.All present
introduced themsclves.

IN No, I () I (r: ('( ) \ I.l ATION I.' I \ T-I'I I'{

'fhe agenda item was delbrred to the next sitting. There were thus no matters arising.

MIN No. 1255/20l6: SI.JI}]\{ISSI()N ()F [,VIDEN CE ON THE SPECIAL ATJ ll ()tt (;L L'S
ITEPOR'T o\ ACCoIiNTS OF THtr NATIONAI- YOT]TH SEIIVICII,: MR. I]I,,NSON GIII'HI
WANGUI

Mr. BensonGethiWanguiappeared before the Ctommittee and submitted the fbllowing;

l. He has been a contractor at NYS for the last five years.
2. He disputes the portrayal of his person rnischievously portrayed to the effect that he became a

supplier at NYS during rhe Tenure of cs waiguru. pS Mangiti and DC Nelson cirhinji
3. llorizon Lirnited was contracted lor oil and lubricant supplies by NYS back in 2014 for an initial

period ol'two years at the end of which it was renewed on account ofgood service provided.
4. His second company. Ratego Technologies was contracled to supply food commodities.
5. None of his personal or company's accounts had bcen frozen.
6. Documents in court showed that the alleged stolen funds were losr in the Kibera project civil

infiastructure funds and paid to known companies with specific period of time. Neirher he nor his
companies were involved in the said project.

7. on 20'h July 2015. his involvement in the NyS saga began when he was arrested by four clD
otficers and taken to Marshals building along lJarambee Avenue

ll. He was asked to record a statement which he declined to rccor<j without conlacting his lawyer.
When hc got an opportunity hc contacted his larv tirm. Sing'oei. Murkomen and Sigei Advocates
through slns. Advocate Ilillary arrived in the cells and they both rvcnt kr Offlccr Karnilu's ollice to
record a slatelnent on Hot izon Lirnitcd. Hc was thcn taken back to the cells and later on transferrcd
to Kileleshrra Iblicc Station.

9. on 2l'' July. 2015 he u'as arraigned belblc the Ch ie l' Magistrates' Coun at Milimani together with
.losephinc KabLtra to take plea ol'charge *hich he clairns he was not arvare of'. 't'hey however did
n()t takc thc plca lrccausc thc DPP had not bccn involvcd and invcstigation fllcs had not bcen
availcd



10. They were driven back to UFID of'tlces where they were locked up in the cells. Mr. Cethi's
Advocate Hillary requested lor his release and went further to complained as to why he was charged
on a matter he was not informed or questioned. (he t'urther stated that to date BF'lD have never
questioned him in relation to 791 millionor other funds) Officer Kimilu inforrned them that those
were matters being handled by senior government officials and that he had lbrwarded Mr. Cethi's
release request to Mr. Mugwanja and was waiting for his directions. He was later released on a lree

bond and given a date he was to report to him.
I l. He confirrned to the Committce that accompanied by his advocate, he reported before him withour

fail on several occasions but nothing happened olher than extending the bond he had earlier issued

to him.
12. After perusal of the two afTidavits tilled by Josephine Kabura and Ann Waiguru. he inlbrmed the

meeting that there was nowhere the two afTidavits addressed the case at hand but fbcused on the

relationship between the two ladies and third parties.

13. That his business at NYS was confined to Horizon Ltd supply of fuel to NYS. That was clear from
the log of payments against goods and services delivered. Irnputing that he applied undue pressure

to get dues owos to it by NYS was a flagrant m isrepresentation of facts.

14. He also inlbrmed the committee that documents table in court showed that Ms. Kaburawas the sole

owner of companies which were beneticiary of alleged 791 million shillings. That he first met

Kabura on 20th July 2015 at Marshals Building on 5th floor. I'hey had neverinteracted before
officially or non-officially and came to know her name after receiving thecharge sheet on 2lst July
2015.

15. He further noted liom an affidavit that Ms. Ann Waiguru relerred to memos written to her from
Harakhe when both were officially in of'fice. Attached were only copies of leners from Harakhe to
her-

16. He stated that it was clear that CS Waiguru received regulal briefings and step by step reporls f'rom

BFID on the ongoing investigations which disclosed a lot of privileged information availing to her

third party facts in the ongoing investigations. l'hat she also stated under oath that she personally
pushed the DCI to conclude investigations

17. That hededuces that Ms. Ann Waiguru was interf'ering with investigations and her stating the same

shows a biased opinion meant to sway decisions on the purporled fraud and theft of Kshs.79l
m illion.

lS.That there were nurnerous media publications on the NYS saga-quoting source as Mr.
Mugwanja'sinvestigation reports on alleged lost funds. 'lhese publications painted hitn as a

mastermind and main beneficiary of the alleged lost funds which was a false statement in it's
entirely.

19. Further, he noted that Mr. Harakhe was actively vouching for another Somali-owned firm by name
Dakawoo to get majority oil supply allocation to NYS. That all through, contrary to impressions
created by Adan Harakhe who the Auditor-General had cited as one of the key parities in the

Kshs.79l million saga, Mr. Cethihad never mel. the Director of Criminal lnvestigations (DCI) Mr.
Muhoro.

20. That Mr. Harakhe in his letter documented that on 26tr'May 2015 he had succumbed to pressure

from both his senior, PS Mangiti and DC Githinji where he hadacted by calling lhe ClD. l hat Mr.
Harakhe further indicated that on 27'hMay 2015 he went to l'S's office at 7.00 am where he was
prom ised a promotion.

21. He informed the meeting that on 27th May 2015 at 10.46 am lbur hours later Mr. Harakhe called
him twice for their first meeting. In his letters on the said Nakumatt meeting, Mr. Adan had

documented that he met Mr. Cethi seated with PS which he disputed siting staflstatement, CCTV
footage and phone movemenl ploving otherwise. ln the said mecting Mr. [{arakhe also talked of
agreement with hirn and PS amounting to 200 m which Mr. Gethi says did not involve him.

22. That he did not understand how his narne was roped into the Kshs.79lm saga. monies thal Mr.
Harakhe confirrned to have successfitlly rcversed.

23. That their meeting with Mr. Harakhe was short and its subjcct matler covered tuel payrncnts.

24. He also informed the Committec that Mr. Mugwanjarvas heading a reactive irrvestigation *hich had

pressure Io obtain quick results and had attended meetings at Ms. Waiguru's ofUce. He tilrthef stated



that Mr. Mugwania's investigations were led by the suspects. and not by the evidence, he involved
Ms. waiguru in the case screcning stage which was part olthe tbllow-up investigation

25.'l'hat due to public intcrest and huge amounts involved the case was complex and required dynamic
investigations but Mr.Mugwanja only cngaged one officer corporal SautetMatipei.Sautet was
involved on all steps upto the point of swearing affidavits on assets freezing. 'l'hat Mr.Sautet,s rnain
work was to hunt and link transactions that occurred difl'erently based on similarities and proximity.

26. l'hat Mr. Mugwanja's investigation report had been relied on by the DPP to prefer charges on Mr.
Gethi and also relied on by Madam Muthoni Kimani of Asser Recovery egency (RR"Ay to link
properties owned by Gethi's family and label them proceeds of crimc.

27. l'hat Mr. Cethi's Advocate perused all documents and slatements tabled in court by BFID on the
NYS case that did not reveal the remotest connection to charges preferred against him. That ARA
also relied on Mr. Mugwanja's report and tabled financial analyses authored by officer
SautetMatapei. That the documents were fashioned to irnplicate Mr. Cethi and criminaliie various
properties as acquisitions from funds stolen fiom NyS.

28. He also inlbrrned the meeting thal he had never sent anyone to credil funds in Farouk Kibet
personal account. 'i-he allegations originated tiorn thc investigators and to date no evidence had
becn broLrght to that etfect.

29. Hc conlirmed to the Committee that he was doing business with NYS since in the financial year
2013/2014. Contract was awarded to Horizon t-irnited in November 2013.

30. when asked by the Committee abour the relationship between himsell'and Mr. John Kago, hc
infbrmed the m.-cting thar Mr. Kago was an agent, buying property and vehicles. That he bought
property lbr Mrs.charity wangoi who wasBen Gethi's mum. Mr. Kago was not a business partner
but he provided fund through Horizon Ltd to support family business.

'rhe committec obscrved that the ryitness was evading questions askcd by mcmbcrs.
Hc hor'cver rcquesled ro be grantod anothcr opportunity to be hcard in Camera so as to
prescnt furlher information that could bc helpful to thc Commiltce in its invesligation. 'Ihe
Committee considered Mr. Gethi's requcst and directed that a mccting be scheduled for
Tucsday, I lrh {)ctober, 20I6 at 10.00 a.m.

'I'here being no other business. the meetingadjourned at halfpast twoO'clock in the aliernoon.Next sitting
would be heldsame day at 3.00 prn.

Signetl.. . ... Datc. >20
(( hai

MIN No. 1256/2016: ADJOtiIINMBNT
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MIN No. l25ll/2016 : ( ( )\lil ll \1,\ 'TION OF MIN t,' a,s

T'he agenda item was delbrred to the next sitting. l'here were thus no mattcrs arising.

fII N No. 1259 /2016:SLIBMISSION Or' IiVt l)ti\( t,_ o\ THIi SPECIAL AIiDITott (;ItNI,l ItAL'S
RI,)'OltT oN A(lcouNTs ol' THE NATIONAL YOT,IT II SEITVICE: MRS. ALICE OTWALLA.
PUI}I,I( SI]tVI(' COI\,I M ISS to\ sI,.('ltI,.'t,\R\

Mrs. Alicc Otwallaappcared before the Committee and submitted the following;

Shegave a bricfhistory of Mr. Adan Harakhe since when hejoined thc pSC as tbllows.

History of appointmenr and deployment (s) of Mr. Adan Flarakhe since he joined the pubtic
service to date
1985 - 1992 - Teacher under the Teachers Service Commission
lr992 - l196 - District OfTicer Cadet. Job Group'H'(initially appointed on

temporary terms and later confirmed in appointment by the
Commission)

I 996 - I 997 - Disrrict OUicer lll, Job Group 'J,
I 997 - 2000 - District Officer Il. Job Group ,K,

2000 - 2006 - Disrricr OUicer l. Job Croup ,L'l,M'(upgrading)

April - Sept 2007 - Scnior District Ollicer.tob Croup'N,
2007 - 2014 - Districr Cornmissioner Il/Deputy County Cornrnissioner ll. Job

(iroup'P'
2014 - 20 I 5 - ljndcr Sccrcrary. .lob Oroup 'p,

l't ,tASUttY

PT.J II I,I C SIIRVICE (]OM MTSSI ON

MIN No. 125712016: PRELIMINARIES

The Chairman called the mecting Io order at hall past three o'clock in the afternoon and said a prayer.All
present introduced themselves.



20 I 5- 'lb datc Deputy Secretary. Job Group 'Q'

l. That on 3'd july,20l4 the principal Secretary for lntetior dec lared 'l'wcnty Four (24) posts in the grade
for Deputy Secretary, Job'Q' for competitive filling. tlased on the indents, the posts were adveftised on
l7'r' November, 2014 with closure on 8'l' December 2014. Following interviews, 'l'wenty Nine (29)
Officers including Mr. Harakhe wereappointed to the grade of Deputy Secretary, Job Group 'Q' on 25'h

March 20 I 5
2. She further presented a brief history of Mr. Harakhe's deployment in the civil service as fbllows;

1992 - I 997-District Otlcer Cadet, Homa Bay District
1997- 1998-District OfTicer ll, Siaya District
1998 -North Eastern Province (Provincial Commissioner's OIIIcer - Garissa)
I 999 -Posted to Wargadud Division. Waj irDistrict
2007 -Posted to Kipkelion District as District Commissioner II
2012 -Posted to Western Province as District Comrnissioner IUDeputy County Commissioner Il.

Bungoma East

That in November,20l4 Mr. Harakhe was ptisted to Ministry ol' Devolution and Planning as Under
Secretary by the Adrninistrabr of the Scheme of Service tbr Administrative Officers. Under delegated
powers (Job Group P and below). Administrators of Schemes of Service were empowered to deploy staff
in the interest ofthe Service

3. On history of disciplinary aclion, on the above named in thc public service, she inforrned the Committee
that disciplinary control 01'o{ficers at Job Group 'P' and below was delegated to authorized officers-
However recomnrendation for dismissal and appeals lied with the Cornmission. Following the invitalion
the Oflcer's personal files were sourced from the Ministry and the under listed instances ofldisciplinar;,
action against Mr. Harakhe were gathered liom the tiles. The cases were handled and finalized by the
Authorized Officer without escalation to the Comnrission-

1998 -Discontinuation of Administrative Officer's Paramilitary Course on grounds of
misconduct and negligence, overslaying at home after being granted an ofl
consequently he was interdicted:

May, 1998 -lnterdiction was lifted
Feb, 1999 -He was arrested and charged in a Court Law for storing petroleum products in premises not

authorized and thereby interdicted. He was however acquitted in March, 1999
June, 1999 - Interdiction was lifted;
Oct, 2009 -lssued with a letter fbr gross misconduct on account of misappropriation of

Government funds amounting to Kshs.6,025.000 mean Ibr resettlement of
internally Displaced Pcrsons (lDPs) in collusion with the District Accounlant;

July, 2010 -Reported to have colluded with illegal loggers and timber dealers thus
promoting destruction of Forests after being bribed. Consequently, his salary
was stopped. He was however exonerated following investigations on the

matter:
Oct, 2014 -Cautionary lener by the County Commissioner. Bungoma tbr being absent

without permission and insubord inationi and
Oct, 2015 -lnterdicted by the l)irector General. National Youth Service (NYS) tbr alleged

involvement in m isappropriation of public funds. Interim disciplinary
measures such as interdiction and suspension are handled under delegated
powers. The Commission noted the interdiction.

Mr. llarakhe along rvith other officers in the National Youth Servicc \\,erc still on intcrdiction pendinl
lurlher action b; rclcvant institutir)ns.

-1. Ihat the Schernc ol'Servicc and grading structurc lbr NYS personnel plolide lirr positions ol'De'puty
Director'(l) and (ll) P(i l.i/Job (iroup I{. P(j l2i.lob (lroLrp Q rcspectivclr. .l 

hc positions hatl alrvavs



'\

existed. 
-l-lowcver' 

on l9'h May 2015. thc Principal Secretary requcsted the creation ofthe post ofsenior
Deputy Diree'tor NYS and appointment of Mr. Adan Gedo llarakhe, PA.,lo. l9g906l 122 as the Depury
Secrelary k) the post. On 24'" June 201 5 the PSC declined the request as the position did not exist in the
establishrnent and grading ol structurc.
Suhsequently on l0rr' July 2015, the Principal Secretary, Planning recommended the establishment of
One ( 1) post of Deputi, Director Cenerat. Adm inistration and Operitions pG/ 14/Job Croup ,S,. Thiswas
intended to be additional ro rhe existing position ol Deputy Director ceneral, Technicul progrurr"r.
PG/-14lJob Croup'S'and appointnrent ofTwo (2) suitable officcrs. The Principal Secretary availed a list
of fbur (4) otlcers fbr the Commission k) select from:-

a. Mr. Adan c. Harakhe. PNo. r98906r r22, Deputy secretary (Job Group e) currently deployed
as f)eputy To Director General, NySl

b. Ms Claire Chaddahlwali, P/No. 1989077246. Senior Deputy Director NYS, (pC/12lJob Group
Q);

c. Mr. Phillip Siongok'l'anui, PNo.197803 1813. Scnior Deputy Direcror III NyS (pG/t2lJob Group
Q);

d. Ms FelisterNdidaKinyati. P,No. 1978087327. Senior Deputy Dircctor ll NyS (pc/12lJob Group
Q).'Ihe Commission following a study and justification fbr thc nced oi- the post considered the

Ministry's proposal on I5'riJuly 2015 and rnade the following decisions:(i) Established One ( I ) post ol Deputy Dircctor Ceneral. Administration and Operations pC
l4lJob Group'S' in the Ministry of Devolution and planning (National youth Service);(ii) Noted the existcnce ofthe vacant post ofDeputy Director Generar. Technical
Programmes, PG l4lJob Group ,S' in the sarne Department:

(iii)Declined the proposal thal two posts be filled by two officers drawn from the list of four,
lbrwarded by the Ministry, since the posrs are competitive: and(iv) In view ol (iii) above directed that the positions be advertised for competitive filling and

instructed the Ministry to submit the indents.

An oflicer at the newly created level rvas to be responsible to the Director Ceneral ofNational youth
Service lor ellicient management and control of one of the functional Branches in the Department
namelyl Administration. Finance. Planning & Development. Operations and Logistics. Training and
Research. Duties and responsibilities would include:

6

I .

iv.

vi.
v ii.

viii.
ix.
\.

xi.
xii.

xiii.
x iv.
xv.

xvi.

initiating policy formulation,
coordination and implementation;
perfbrmance management.
monitoring and evaluation; llnancial control and reporting;
human resource management and development.
command and supervision of uniformed and non-uniformed stali
staff disc ipline:
project planning and implementationl
records management and inventory control:
disastcr and emergency response:
Public and state functions:
supervision of Service F'anns:
oversecing Recru its Basic Training:
postings, re-enlistment. discipline and rvelfare ol'servicemen and women:
oversee ing service transpon operations.
Radio communications. public rclations of the Service and overseeing Rescarch Forcc
ISSUCS.

An offlcer at this lcvel could also be deployed as Comnrandant. NyS Collcge.

7. On circulnstances and Procedure under rvhich Mr. Halakhe was transl'erred/deployed to thc National
Yotrth Service (NYS) the secretarl infbrrned the comrnittee that Administraiori ol Scherne ol Service
\!ere elnpo\\ered to transf'er statT u'ithin the Schernes lblling under their purview. Under this



arrangement, Administrative Of'ficers could be transt'erred between frled service and central

Govemment.
Mr. Adan Gedowllarakhe then Deputy County Commissioner IIlDistrict Commissioner Il (Job Croup P)

was on 21" November 2014 transferred by the Principal Secretary from Ministry of Interior and Co-

ordination of National Covemment to the Ministry of Devolution and Planning.

8. Following his promotion to Deputy Secretary, he was on l8thJune 2015 recommended by the Central

Human Resource Management Posting Comrnittee lor posting to the National Youth Service. This was

approved by the Commission on 8'r'July 2015 in line with established procedure. The Posting did not

target a single officer since it affecred twenty threc (23) officers. Thirteen (13) of them being

Administrative Officers. Consequently, the Ministry deployed Mr. Harakhe. Deputy Secretary to the

National Youth Service. The Committee acls under delegated powers.

9. On l2th August 20 I 5 the Cabinet Secretary forwarded the indent lor advertisement of the post of Deputy

Director General (Ministration and Operations) - PG/14/Job Group 'S'.

10. On l" September 2015. the Director Ceneral NYS was invited lbr consultation on the indent for the

position.

ll.ln February 2016, the Commission whilst noting that the indent had overstayed notified the Cabinel

Secretary responsible for Public Service, Youth and Gender Affairs to liaise rvith the Cornmission with a
view to finalizing the discussion on the indenl and way forward so thal the post could be filled. To date

the matter remained outstand ing.

12. She informed the meeting lhat the Commission acled solely within the confines of its mandate and was

not aware of "a well-orchestrated scheme to systematically transl'er Mr. Harakhe to the NYS as Senior

Deputy Director General. NYS for irregular reasons. Mr. Harakhe's substantive designation was and

remained Deputy Secretary, Job Group 'Q'.

The Committee requested the PSC Secretary to confirm whether Mr. llarakhe was still on full salary

after being interdicted and any action taken on him so far. She was further asked to submit
i. copy of letters communicating Mr. Harakhe's interdiction,
ii. Repon on action taken on Mr. Harakhe for misappropriation of Covcrnment lirnds amounting to

Kshs.6,025.000 mean for resettlement of internally Displaced Persons (lDPs)
iii. lnformation on instructions for operation that was issued to the Ministry
iv. Clear information on who was making requests to PSC on behalfofthe PS regarding creation of'

new Job groups for NYS

MIN No. 1260/2016: ADJOU ITN \,I}]NT

There being no other business. the meetingadjourned athalf past five O'clock in the evening.Next sitting

would be heldsame day at 5.35 pm.

,,,"..h.2'?el+Signcd
((h i son )
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MIN No. 126112016 t' t{ I' LI \T I NAITI I.]S

Ihe Clhairrnan called thc mecting to order at half past flveo'clock in the aliernoon and said a prayer.All
present introduccd themselves.

MIN Nrr. 126212016 C('tNFIIiMATI0N OF MINT]TES

'fhe agcnda itcnr was dcf'crred t. the nexl sitting.'l here wcre thus no nratters arising.

MIN No. I 263/20 I (r:St llN{ ISSIOr.- 0I..EVII)I.,N CI.] ON I'IIE SPT]CIAT, AU l)ll()R (; t,. RAL'S
POtt't' ACCOI]NT OF THIi NATIONAI, Y u]'l{ sriRv CE: TiN T,AS KIN

I)IRIIC'TOR (; I'NE,RAL. KI._\\',A t tUi,\\ l{( )AI)S AT]THORITY

Eng. Silas Kinotiappeared betbre the Committee and submitted the fbllowing:

Thal the National Youth Service was solcly responsiblc for the sourcing and
procurement/purchase ofconstruclion materials as well as provision oflabour for the woiks. At
no stage was KTJRA involvcd in the procurement process for materials, contractors or sub-
contractors or any other Service providers contracted by the NyS tbr purposes of construction
of Kibera Access Road and neither did KURA recommend ,ny ruppii"rc of construction
matcrials as stated in their lerter to the principal secretary, Ministry oi'Lands. Housing and
Urban Devclopment as that was not pan o[their mandate.
That liom the fbregoing. they could not guarantee the proficiency or quality of the contractors
procured by the NYS).

That implementation of the project was by lorce account where materials were procured by the
NYS and delivered ro site based on the schedules of dry rnaterials prepared by KURA uni r.nt
to NYS.
Schcdule of'dry materials was used in situation wherc the implernenting agency (NyS) did not
f'actu overheads and profits to its implementation cost. Kura *as. 

-ho-*ev;r. 
not parly to

verif'ication olquanlitics of materials delivered to site.

A.tcarn ol'[-.ngineers and Survcyors liorn K(iRA in liaison with stall'liom Materials Department
ol Ministr-r ol'1'ransporr. lnliastructure. Housing and Urban Development would oversee and
nronitor construction progrcss of (he rvorks and subscqLrcntly preparc Monthly progress rcports
on the status ol'thc lloads proiect
Sanrple copics of tlre prouress reports \!ere prescntcd to the commirtee. J'he works were
suspcnded belbrc contplction and as such no Complction ccrtificatc was issued.

lle lirrthel inltlrncd tlte ('onlmittcc that in rcgards to thc (lualil) ol rnaterials clelivcred to site
anci the rvorks. KtlRn liaiscd uith the Matcrials and 'T'ransport l)cpartmcnr (M'l-RD) of the
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Ministry of Transport, lnfrastructure. and l{ousing and [Jrban Developrnent to ensure that the
materials and the executed works complied with the specifications.

8. All the materials delivered to site and completed works were lested and found to meet all the
specifications as set.

9. The Ag. Direclor Ceneral infbrrned the meeting that as a government agency mandated to
design, irnprovc and maintain roads in urban centres. he wished to clarily the specitic role
played by KIJRA in the improvement to bitumen standards of Kibera Access Roads as lbllows:

KURA's mandate was to provide Designs and Schedules of Dry Materials required lbr the
construction olthe road to the NYS tbr sourcing and procurement ofthe samc. In addition
NYS was mandated to prepare the cost ofthe works based on the schedulc ofdry materials
provided by KURA as per the reference made to the letter Ref. No.
MLIIUD/DH/SUD18/7/5(37) dated 30th September. 2014 from the Ministry of l.ands.
Housing and Urban Development.

KURA provides Technical Expenise in design and supervision of Construction works.
KURA designed and prepared Engineering design reports which were prescnted to the NYS
through the Principal Secretary. State Departmeut ol Planning vide letter Rcf No.
KURA/TECH/9/l.Vol 4(132) dated 3lst March.20l5. With regard to supervision, a team
of Engineers and Surveyors lrom KURA would oversce construction of the works and
subsequently prepare monthly progress reports on the status ofthe roads.

lt.

l. Finally on Quality Control, KURA liaiscd with the Materials and Transport Rcsearch
Department ofthe Ministry of Transpon and Infrastructure to ensure that the works
complied with the specificalions. A letterwas wrinen to the Chiel Engineer (Materials to
appoint and second a Materials team for quality assurance for the works. Copy of the letter
Ref No. KURA/TECH/9/4/ (56) dated 5th November 2014 was presented before the
Committee. Subsequently lests were carried out regularly by the team liomMTRD and
reports on the same provided to KLJRA and NYS

'l'he Comnrittee informed the Ag. Dircctor Ceneral to provide documentation outlining fornral engagement
between KURA and NYS on the road in qucstion.'l'he report should also indicatc who cxactly owns the
project since completion certificate was not signed.

MIN No. 126.1/20l6: Al).lOU l{NlVt Ii NT

There being no other business, the meetingad.lourned at fiveminutes past six O'clock in the evening.Next

sitting would be heldon 5'hOctober, 2016 at 10.00 am.

Signcd
(( lr ir)
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arrangement, Administrative Officers could be transl'erred between tlled service and central
Government.
Mr. Adan GedowHarakhe then Deputy County Commissioner lllDistrict Cornmissioner II (job Group P)
was on 2l'r November 2014 transl'erred by the Principal Secrelary from Ministry ol Interior and Co-
ordination of National Government to the Ministry of Devolution and Planning.

8. Following his promotion to Deputy Secretary, he was on l8thJunc 2015 recommended by the Central
l{uman Resource Managerrent Posting Cornmittee for posting to the National Youth Service. This was
approved by the Commission on 8'n July 2015 in line with established procedure. The Posting did not
Iarget a single ollcer since it affected twenty three (23) officers. Thineen (13) of them being
Administrative Officers. Consequently, the Ministry deployed Mr. Harakhc. Deputy Secretary to rhe
National Youth Service. 'Ihe Comrnittee acts under delegated powers.

9. On I 21h August 20 I 5 the Cabinet Secretary forwarded the indent for advcrtisemcnt of the post of Depury
Director General (Ministration and Operations) - PG/14lJob Group'S'.

10. On l" September 2015, the Director General NYS was invited for consuhation on the indent for rhe
position.

12. She informed the meeting that the Commission acted solely within the confines of its mandate and was
not aware of "a well-orchestrated scheme to systematically transfer Mr. llarakhe to the NYS as Senior
Deputy Director General, NYS for irregular reasons. Mr. Harakhe's substantive designation was and
remained Deputy Secretary, Job Group 'Q'.

The Committee requested the PSC Secretary to confirm whether Mr. Harakhe was still on full salary
after being interdicted and any action taken on him so far. She was t'urther asked to submit

i. copy of letters communicating Mr. Harakhe's interdiction.
ii. Report on action taken on Mr. Harakhe for m isappropriation of Government funds amounting to

Kshs.6.025,000 mean lbr resettlement of internally Displaced Persons (lDPs)
iii. Information on instructions for operation that was issued to the Minisrry
iv. Clear information on who was making requests to PSC on behallofthe PS regarding creation of'

new Job groups for NYS

'I'here being no other business, the meeringadjourned athalf past five O'clock in the evening.Next sitting
would be heldsame day at 5.35 prn.

.... o^r"...'2*-2.?t+Signed........
(C hai

ll.ln February 2016. the Commission whilst noting that the indent had overstayed notified the Cabinet
Secretary responsible for Public Service, Youth and Gender Aflairs to liaise with the Commission with a
view to finalizing the discussion on the indent and way forward so that the post could be filled. To date
the matter remained outstanding.

NIIN No. 126012016: Al),loUltNNI ENl'
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MIN No. 1265/2016 : I'llET-IMINARII.]S

The Clhairrnan called the meeting to order at half past reno'clock in the morning and said a prayer.All
prcsenl in([od Lrccd thcntsclvcs

MIN No. l2(16120 l6: ( O\l.'lRll ATION O ['x.ltNt t t,.s

The agenda item rvas delerred to the next sining. Therc wcre thus no matters arising

MIN No. 1261/201(t: STiBMISSION OF IIVIDENC Ii ON THIi SPECIAL At] t)t]'oR (; ti \ t.. ti.\ r .'s
r<t.l I'OR'T ON ACCo t i\t' S OF THIi NA'I-IONAL YOTJT'II SEITVIC E: MR. NDE(;WA MU I IOI{O.
t)l RIa("t'oR (l li I \l | \..\ l. t\ \ IiS'I'I(;,\I'I ON I)IiPAI{T IiN'T

Mr. NdegwaMuhoroappeared belbre the Committee and submitted the following:

l. l'hat thcinvcstigations into thc NYS scandal were institutcd pursuant to a letter from the then CS
Ministry ol Devolution and Planning. Ms. Ann Waiguru. l he letter ref'erenced MDp13ll/g1 dated 5th
June 2015 was addressed to the l)irector ol'Crirninal lnvestigations regarding irregular transactions on
the IFMIS of thc National Youth Servicc.

-l'he letter raised allegations regarding irregular and tiaudulent corrrrnitments and approval of sums ol
money cxceeding Kes. 800.000.000^ (eight hundred rnillion) using stolcn identiry of the approvr-r
i.c.AIIl Holdcr Mr. Harakhc.

Parliamentary Liaison Officer
Accountant I



3. On receipt o,'the said letter, he assigned Mr. Joseph K. Mugwanja, AlG, MBS then the Head of the
Banking Fraud lnvestigations tinit (BFIU) to commence investigations into the allegations who
proceeded to lbrm a team comprising olof'ficers lrorn BFIU and Cyber-crimes.

4. The team proceeded to NYS Headquarters where they interviewed Mr. Adan Harakhe. regarding 2l
irregular commitments amounting to Kes 828,000.000 made in the IFMIS system from NYS
supplementary Budget of 3.5 billion. Mr. Harakhe reported that someone had used his user name and
password in the systern without authority. The commitments made had been irregularly requested by a

NYS procurement staff namely Regina MLrngai.

5. The investigation team seized the computers of six users who were suspected to have accessed the
IFMIS system including that one of the AIE, holder Mr. Adan Harakhe. The team recorded statements
from various staff of NYS and recovered TFMIS system print outs ol 20'h and 21" May, 2015 which
indicated that there was commitment lor the item on civil works and infrastructure which were to be

fi nanced from supplementary budget.
6. In the course of investigations, six cornpanies. which were to benefit from the l8 transactions, were

identified from the IFMIS system printouts.They were;
i. Form Home Builders,
ii. ReinforcedConcreteTechnologies.
iii. Roof and All Trading,
iv. Draco Capital,
v. Tegmen Trading and

vi. Grummium Engineers
7. The meeting was informed that investigation carried out established that three transaction numbers;

4632, 4633 and 4636 amounting to Kes 172,500.000 for supply o1': lbgging materials, mororized
knapsack sprayer and boom sprayer had been adjudicated by the Ministerial Tender Committee [MTC]
and awarded to the three suppliers. It also emerged that other disputed l8 transactions with reference
numbers between 4507 and 4531 amounting to Kes 695.400,000 had not been tabled belore the MTC.

8. The Director of IFMIS was requested to avail an audit trail reporl fiom IFMIS. He provided report,
which indicated that the l8 transaclions were committed by Regina NyamburaMungai and allegedly
approved by Adan Harakhe. The amounts to be paid to each of the six companies were indicated in the
IFMIS system repon.

9. AIso, investigators recovered copies of LPOs (quadruplicate) against the l8 transaclions, which
revealed that the amount in the IFMIS repon was different from the one on the LPOs (quadruplicate). A
digit zero had been introduced l'raudulently at the end of the amount figures to inflate the total amount
against each transaction numbcr. Further investigations with the Registrar ol Company revealed the
ownership of the Companies.

10. He further stated thal investigation established that on l51h May 2015 other commitments had been
made in the IFMIS against three transaction numbers 4409.4410 and 4472.

a) The LPOs (quadruplicate) book copies for NO.44l0 was Kes 2,085,000/; while the IFMIS amount
was Kes 20,850,000.

b) The LPO book copy for No.4472 was Kes. 2.475,000 while the amount in the IFMIS was Kes
24.750.000.

c) The LPO book copy lbr No. 4409 could not be traced but the IFMIS amount was Kes. 24.080,000.

The total commitment for these lhree transaction numbers was Kes 69.680.000/.

I l. The Director of IFMIS provided an audit report in respect of the three transaction numbers, which
shorved that the requisitions were made by Regina NyarnburaMungai and approved b1'

SarnuelWechenjethe NYS Director of finance. 'lhe three cornmitrllents wcre in lavour of Josephine
Kaburalrungu's company naurely Forrn oncs Iluildcrs.



12. On further investigations. they did not find any evidence that road conslruction and building materials
had been supplied by the six merchants to NYS. It confirmed fraudulent introduction of zeros to the
IFMIS amounts, suggesring a conspiracy to commit a felony of stealing Kes. 695,400,000 and
69.680,000/ respcctively and attempted stealing ofthe same amounts.

13. 'l he Director inflormcd the Committee that further analysis ol printouts fiom NYS Accounts Department
and CBK G-pay system established that previous payments arnounting to Kes 791,385,000 had been
madc by NYS to Josephine Kaburalrungu's threc companies as follows:

a) Forrn Homes Builders Kes. 218.925.000
b) Reinfbrccd Concrete 1'echnologies Kes. 320. I60.000
c) Roof and Al.t..'I'rading Kes 252,300.000

Total paid out was Kes 791 ,385.000

l;1. The investigation team recovered lurther LPO book copics in rcspcct of thc above transactions vis-d-vis
IITMIS audit trail repon that revealed the same modus operandi of inflating the total amounts payable to
the companics by introducing zero in the amount on each transaction.

15. The investigating team faced the amounts to bcneficiary accounts all domiciled at Family Bank KTDA
Branch wherc the Kes 791.385.000/ had been transmitted via the G-pay system.

l6.The investigatingteam I'urther recovered bank records which confirmed that payments were made to
companies' accounts opened by J<lsephine Kabura and that fund withdrawn or transferred to other
persons and companies as per the attached assorted Bank Accounl Documents.

17. An analysis of thc nloncy translbrs by the suspect liom onc bank account to another carried out by the
CID and a chart and a table wastabulated indicating derails of how the fraudulently acquired funds from
NYS were laundered. 'l'he three stages ol money laundering. which were. placemenl. layering and
integration were complete. Josephine Kaburalrungu was the sole signarory of the three bank accounts as
per the attached bank accounl statements ol the said three companies that were presented to the
Comm iltee.

18. ln the course ol' investigation, 25 payment vouchers with invoices. delivery notes. inspection and
acceptancc certiticates, triplicate LPO's requisition and counter receipts and a copy o1'a fbrged Supply
Branch circular all which were uscd to process the payment totalling Kes.791,385,000 were obtained
lrom the Principal Secretary Ministry of [)evolution and Planning, F]ng. Peter Mangiri. Addition of
zeros was also evident on the duplicate and triplicate LPOs, delivery notes and invoices in respect ofthe
quantity, units and amount columns.

19. Hq lirrthcr infbrmcd thc Committce that the payment vouchers rvith the supporting documents. the book
copies ol'l-POS. the duplicate L,POS lrorn the stores and other exhibits were suhmitted to the Documenr
Examincr who contlrtled vide his report lorgery involving (he introduction of zero on each transaction
arnount. lle lirrther idenrilied the culprit to this fbrgcry to bc Rcgina Mungai.

10. l'wo c\pcrt rcports \\crc requeslcd lbr and provided bl the investigations tcilt'Il. One of thc rcp()rls 1iorn
the llrMlS Consttltanl.s conllrntcd that Rcgina Mungai rrade the contmitrnent though it rvas inconclLrsivc
as to the person rvho approvctl thc pavrncnts captLrred in their svsLem. fhc rtthcr tcport $as fionl
Ministrl of Works. Iload [,ngincer and QLrantitr SLrrveyor in rcspcct ol'thc total valuc of matcrials used
* hich thcl cstirratcd ar Kcs 78.lJ57.lJi5.



2l . 'fhe stalf of NYS and Ministry of Devolution and Planning who had participated in processing the
payments was interviewed and their statemcnts recordcd to establish the part played by each of them.

22. On conclusion of investigation the Committee was informed that it was established that. the payment ot-

Kes.79l, 385,000 was fraudulent due to the iollowing reasons:

a. The circular from the Supplies Branch was forged as per the statemcnt ofthe Direclor ofSupplies
Branch Arch. Wesley MokuaNyariki.

b. The payment was not adjudicated by the Ministerial Tender Comminee [MTC] as required.

c. There was tiaudulent introduction of zeros on LPOs and other documents used to process the

payment,

d. The materials supplied were excavated by NYS personnel at the quarry. loaded by NYS
excavators to their trucks and transported to Kibera Road Constfuction Site by the same trucks.

There was no input ofthe suppliers to that extent.

23. On conclusion of the set of investigations, the investigators recommended the charging of several
persons.

The following were the preferred charges as presented to the Committee by the Director of CID:
a. Stealing C/Sec. 268(i) as read with Sec. 275 ofthe penal code with respect to Kes 791,385,000:
b. Conspiracy to defraud C/Sec. 3 l7 ofthe penal code: and
c. Engaging in Criminal Activity C/Sec. as read with Section 4(l) of the prevention of organized

Crime Act 2010
24. The Committee was informed that on completion of investigations. the police file was lorwarded to the

DPP for advice who recommended that the suspects bc charged as recommended by the investigating
officers. The suspects were subsequently charged vide CR ll3/196/2015 CF 1905/2015 as the predicate

file involving theft of Kes 791,385,000. The case was listed for further hearing on 28'h and 30'h

November and l" December 2016.
25. Concurrent with the above investigation, the investigation team opened a parallel investigation on

financial focusing on money trail and identification of proceeds of crime and the persons involved. The
investigation led to tracing of properties, which were then placed, on prohibition against transfers or
dealings in any manner.

A list of persons chargedwith money laundering offences vide CR 113152/2016 CF 301/2016 was

submitted to the Committee. The hearing of the cases was set for hearing on 7'h November 2016.

In addition. a list ofaccounts that5 were traced, and frozen was also prcsented before the Comrnittee.

26. It was also reported that Direclor, Asset Recovery Agency was incorporated and has since commenced
forfeiture proceedings in the High Coun.

27. Another file fbcusing on the roles of F'amily Bank and its stalf deemed to have acted in violation of
Proceeds of Crime and Anti-money Act has been completed and fbrwarded to DPP. ln the rnonth of
February 2016. the filc was taken over by Multi Agency 1-eam.

28. The Committee was also inlbrmed that:

Predicate file involving Kes. 791,385,000 (CR. CR. l13/19612015 CF. 1905/2015) was
currently Pending Before Coun and was coming up fbr hearing on 28'r' and .30'l' of November
and l" December 2016.

Money laundering case file CR.ll3/5212016 CF. 301/2016) was also pending before court
and it was set fbr hearing on the 7'h Noverrber 2016.

The team had also launched investigations into 2l other companies over suspected liaudLrlent
paynlents amounting to Kes 999.291.824.

l



29.'I'hat investigation regards some 8 companies purported to have had tenders that were allegedly '

adjudicated by M"I'C with a total receipt of Kes 107,868,210 were at an advanced stage with files waiting
to be lorwarded to the DPP. The companies involved were as follows;

a. Learning Gate ltading - Kes. 15,920.050.

b. Classroom Technology - Kes. 2 1,933.8001

c. Braincraft 'frading - Kes. I 1,89 | ,5001
d. Exarnatrix Solutions - Kes.7.939.7501
e. Arnbition Learning Equipment - Kes.5.989,600/-
f. Srnart Board Learning Equipment - Kes. 23.852,530/-
g. Mindful Learning Equipment - Kes. 1.892,100

h. New Tool Mart Trading - Kes. I 8,448,880

Total Kes. 107,E68210/-

30. 'l hat thc luntls were paid bctween periods runn ing liom 9'l' December 20 14 to l grr' Decernber 20 1 4 and

all were channelled through the cight company accounts hcld at l--arnily Bank KTI)A Branch with the

sole signatory being Josephinc Kaburalrungu. 'lhc payments were supported by fake MTC minutes

apparently produccd by the clairnant to support the tiaudulent payments.

Genuine MTC nrinutes and thc payment vouchers lbr all the eight companies had been recovered and

kcpt as cxh ibits.
An lnquiry File No 7712016 was opened with allegations as raised by Josephine Kabura being
invcstigated. The flle had been forwarded to the Dl')P for advice and directions after conclusion of the

investigations.

Following the submissions made by the CID Dircctor, thc Committee felt it right to invite Mr.
KeriakoTobiko, Director Public Prosecution and Mr. Adan Noor to reappear before the Committee

and give further evidence on the NYS inquiry.

There being no other business. the meetingadjourned atfive minules past oneO'clock in the afternoon.Next

sitting would be heldon 6'r' October. 201 6 at 10.30 am.

Signcd ,^,".....?*.1.:e"l1_
(( hairpe n)
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Parliamentary Liaison Offi cer

Manager Audit
Manager Audit

The Chairman called the meeting to order at thirty minutes past ten O'clock in the morning and said a prayer

followed by introductions by all present. The agenda was adopted as proposed by Hon. Abdikadir Aden, MP
and seconded by Hon. Timothy Bosire, MP.

MIN No. l186/2016: SUBMISSION OF EVIDENCE, ON THE SPECIAL AUDITOR GENERAL'S
TIONAL YOUTH

CENTRAL I}ANK OF KE,NYA (CBK)

Dr. Patrick Njoroge, Governor, Central Bank of Kenya appeared before the Committee accompanied by
his olTicers, and submitted the tbllowing:

l. He was pleased with the invitation and was glad to honour it to enable him shed light on matters
under investigations by various agencies, including Parliament. His earlier invitations had been

hampered by other engagements and was grateful the committee accommodated his request to
reschedule the meeting. He was comfortable to provide information in the presence of the media.

2. Further to the written information he had earlier provided, the supplementary questions were based

on verification of NYS payments made from the Ministry of Devolution accounts held at the CBK.
3. Ministries, Departments and Agencies of Government (MDAs) including the NYS, had accounts

totalling about 1250 at the CBK. The accounts are operated based on signing mandate provided by
the MDA, with funding coming directly from Treasury.

4. Payments are made through IFMIS, a system domiciled and controlled at the National Treasury.
Payment requests are sent to the CBK and processed through the C-PAY system (now lnternet

Govemor

Director, Supervision

Assistant Director, Supervision

Communications Officer
Communications OIficer
PA to Govemor

CENTRAL BANK OF KENYA

MIN No. I l8,l/2016: PRELIMINARTES

MIN No. I185/2016: CONFIRMATION OF MINI-ITES

The agenda item was deferred to lhe next sitting. There were thus no matters arising.



Banking) in an encrypted way. These payments are then routed through Real Time Cross Settlement
(RTGS), or the Kenya Electronic Payment Settlement System (KEPPS) for payments above one
million Kenya shillings, ending up in commercial banks to credit payee accounts. CBK remits
instructions as received, with no capability to note errors.

5. To mitigate against the possibility of errors, payments are made through a T+l window, i.e.
transaction day plus one more day. The Bank also has automated systems to limit fraud by
unauthorised personnel.

6. The 2nd way to mitigate against fraud is through payee banks querying payments. The usual
procedure is for the commercial banks to write to the CBK, who then channels the queries to the
Director General Accounting Services at Treasury. lt is Treasury that contacts the paying MDA. It is
the responsibility ofthe commercial banks to do due diligence.

7. In the case of specific }{YS payments, Development Bank of Kenya and the GT Bank made queries
conceming payments to their clients.

8. Development Bank sent an email to the CBK on 28th May 2015 when payment of Kes. 47.9 Million
was transmitted to their client, Bora Global Limited. Treasury confirmed payment on 3'd June 2015.

9. GT Bank wrote to CBK via email on l7s August 2015 querying payment of Kes. 86.04 Million to
their client, Out of the Box Solutions. CBK wrote to Treasury on l8s August 2015 requesting
confirmation. Several calls were made as a follow up in vain. There was no response from Treasury.

10. The CBK had instituted various disciplinary measures on commercial banks that were found to have
had some infractions on their part concerning anti-money laundering regulations. Family Bank, K-
rep Bank (now Sidian) and Faulu Micro-Finance were penalised Kes. I Million each, the maximum
allowed by law.

ll.The CBK also forced Family Bank to release 9 executives that were vetted and found to be

complacent and unsuitable for ofTice.

12. Mr. Joseph Mugwanja, the then Head of Anti-banking fraud unit did not report to him as he was
answerable to the Head of the Directorate of Criminal Investigations. Staff of the CBK were
questioned during investigations.

l3.The CBK does not prescribe limits of cash holdings that commercial banks should hold as cash.

What is provided for is the prudential/liquidity requirements of 20% of deposits.

14. Large transactions that raise suspicion should be reported to the Financial Regulatory Commission
(FRC) for investigation and possible prosecution, and not the CBK, to safeguard integrity of
investigations.

t5. The CBK has never been investigated for money laundering since the Goldenberg inquiry.
16. The CBK Board is not fully constituted but that was the prerogative ofthe appointing authority, His

Excellency the President. This however did not hamper operations ofthe Bank because matters they
handle are largely operational. They have not done anlthing outside existing policy.

17. The CBK continues to improve its systems and supervision mechanisms.

The Committee resolved that the Covernor provide supporting documents provided by the Ministry of
Devolution and Planning on the payments cleared for the Development Bank. He would also avail the

complete trail of email conversation befween the CBK staff, Treasury and the CT Bank.



MIN No. I187/2016: ADJOURNMENT

There being no other business, the meeting adjoumed at two O'clock in the aftemoon. Next sitting would be

held on 9s August,2016 at 10.00 a.m.

n"t"..2.8.2:
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l. Mr. Andy Waichigo
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l. Mr. Ceollicl Mwitari
2. Rev. Kimathi K',viriga

[)epLrtl Director. Forcnsic Audir
Parliamcntary Liaison Offlcer

[)arliamentary Liaison Ofllcer
Accountant I

\{lN No. 126912016: P ItE I,I M I NAITI I'S

The Chairman called the meeting to order at quarter to clcveno'clock in the morning and said a prayer.All
plcsent introduccd thentselvcs

\11\ \o. 1270/20 (r : CONIIRMA'II0N oF- MtNUl'ES

The agcnda itenr was delerred to thc next sitting. -l herc were thus no rnatters arising

\'llN \o. l27ll2016:StIBMIS slo\ ()tr I,_\' )t:\( E OVl lll,- Sl'[( lAL ATIDITOIT (; II,\ I,'S
I ,]'()RT ON ,ACCOU S OF T-HII NATION AL YOUTH SEITV I(lE: I)l{. NIILSoN GITHINJI.
F()lrM t.'t{ t)il{ri('] ()1{ (;rlNtattAL,NYS

The rvitncss had appeared beforc the Committce on Mondav 26rl'Septemher,20l6 at 3.00 pm rvhcrc
hc madc his submissions antl further rcqucsted for a camera session with thc (bmmittec aftcr onc
rveek, to enable him table cvidcnce of certain companics linkcd rvith ccrtain persons at thc Ministry.
The Comnrittcc accedcd to this rcquest and schcdulcd a camcra scssion.

(Information submittcd is available in the National Asscmbly Clerk's officc on request)

The Committce rcsolvcd to rvrite to thc Attorncv General requesting for a list of all companics from
Rcgistrar of Comprnies that wcre mcntioned in thc submission.

\I IN No. 127212016: Al)J()tiRNM Ii,N'l'

Thcre being no othcr business. the meetingadjourned attwentv minutes past oneO'clock in the
atternoon.Nexr sitting would be heldon 6'r' October. 201 6 at 3.30 prn.

((
Signcd l)x t c. "N2al+
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MIN No. 127 31201 6: PRtll.lMlNARll]S

The Chairrnan called the meeting to order at halfpast threco'clock in the afternoon and said a prayer.All
present introduced themselves.

IN No. 127{/2016: CONFIRMATI

The agenda item was detbrred to the next sitting. There were thus no matters arising.

Mr. JaphterRuguttappeared belbre the Committee and submitled the fbllowing:

I . That the decision to restructure NYS r.vas an on-going concern from the year 201 2 and perhaps even
earlier. A document dated Jull' 2012 presented to the Comm iltee.indicated an internal eftbrt to
review the operations of the National Youth Service. to lake over an expanded and enriched
mandate. and to make lhe service more versalile so as to contribute to the atlainment of the Kenva
Vision 2030.

2. He was appointed the Director Ceneral. National Youth Service in February 2013 but could not leave

his previous station as Provincial Commissioner. Central Province immediately because of the
General Elections aI lhe beginning of March. 2013. He therefore. took over his new position during
the third week of March. 201 3.

3. On taking over the stervardship ofthe service. he immediately, embraced the expressed aims of the

Institution. including realigning it to the desired expectationby expanding its mandate and embracing
the )'outh agenda as exprcssed in the manilbsto ofthe new Government.

4. In May 20 I 3, he prepared a brief on the capacity. challenges and prospects of the National Youth
Service rvhich he shared internally' u ith olficers of the Service. as rvell as u,ith the leadership of the
Ministry of Devolution and Planning. A copy of the same was presented to the Committee.

5. ln the month of June 2016. he caused thc production ol another document on lhe terms and

conditions of service lbr Unilbrmed Otlcers of the National Youth Scrvice. This was also shared

internally rvith the ollicers ol the Service. and on a subsequent date with the Salaries and

Remuneralion Commission.A copy of the same document was presented to the Committee.

OFFI('E OF THE ATIDI-TOR (;ENE,RAL

,I'R},ASTIR\'
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FORMER DIRECTOR GENERAL. NYS.



6. Another document dated August 2013 outlining the proposed projects for the NYS and was a

testimony of internal etlorts at lnstitutional reorganization to bring the service to speed with the
clmnging circumstances that was prepared under his tenure was also presented belbre the committee.

7. He stated that in the course of these internal anempts of restructuring the NYS, he received
instructions communicated during a meeting in which he was in atlendance in the month of
November that the National Youth Service be Reslructured, Rebranded and Re launched, to be in
line with the new vision. as contained in the documents referred to above. These were essentially
internal efforts at the National Youth Service.

8. Towards this, he was to work with Hon. Abdikadir Mohamed. Senior Legal Advisor. Legal and

Legislative Affairs. State House. They both grafted a team which togerher worked through the
month of November and December 20 | 3 and produced the document which he submitted a copy to
the Commiftee for their perusal.

9. In his view. that was the document that was best placed to take the National Youth Service to the
next level. His team submitted this document to the office of the Senior Advisor, Legal and

Legislative Affairs since Hon. Abdikadir Mohamed was fairly busy in the month of January 2014,
with the Parastatal Reform Programme.

10. He further received instructions from the Cabinet Secretary. then in Charge of Devolution and

Planning to involve a Consultant. The Consulting House. in the Restructuring of National Youth
Service. He clarif'ied that the request did not emanate from a procurement need within the
Institution, since lbr their intents and purposes, their perception towards restructuring were captured

in the earlier stated document. A critique and evaluation ofthat document rvould have revealed the
gaps, and perhaps. then the need to engage a Consultant.

I L A Consultancy team, representing 'l-he Consulting House, presented itself to the Director Ceneral's
office at the National Youlh Service Headquarters. Ruaraka, at the end of the month ofJanuary or
the beginning ofthe month of February. He informed the meeting that because of the pressure and

obvious urgency with which this was being directed to his office, he sought the counsel and advice of
the Principal Secretary, State Depanment of Planning, Eng. Peter Mangiti. The Principal Secretary
advised him to raise the issue vide a memo which he did vide an lnternal Memo Ref'.

NYS/PROC/4/l (36) dated 3rd February, 20 14.

12. That in the memo, he was careful to include all the provisions that would allow the National Youth
Service as a procuring entity. to do so without flouting procurement regulalions since this was taking
the form of single-sourcing ofa service.

13. That the Consulting House subsequently provided an originating Note and a Technical Proposal and

from this, the Terms of Reference tbr the Consultancy was formulated.Copies including a proposed
price schedule were submitted to the Commiuee.

14. The first document produced after the interaction betrveen the team ofconsultants. and the officers ol'
the National Youth Service (who were under slrict instructions to cooperate) was produced on lSth
February, 2014 and shared both internally and with the political leadership at the National level.

15. Further, the meeting was informed that the tbedback to their own document which they had

submitted earlier was received back at the Ministry Headquarters tiom the Chief of Staff and Head of
Public Service on 24th March, 2014 and marked to Director General tbr discussion by the Principal
Secretary on 26th March 2014. By the momentum of the evenls triggered by the Consultancy were

already pulling a totally different direction. and iI was no longer possible to apply the earlier
document. A copy olthe feedback to the d@ument was submitted to the Committee

16. The final document of what was rolled out on l9th May 2015, as the Five-Point Vision of the
National Youth Service. That was done one week after the Director Ceneral left the Service.

17. He pointed out that as visualized internally at the National Youth Service, the process of
restructuring of the Service was meant to be phased. and a long term growth plan. By then, when



thedocuments u'ere being developed. NYS was in the middle of the financial year 2013/14. A
procurement plan for the financial year (FY) lollowing (2011/15) would need to have been

developed in June/July at the turn-over of the budget cycle and especially if the restructuring was

approved and rolled oul as it eventually was. He left before that was done.
18. Ilowever. he recalled chairing a number olmeetings with Sectional and Departmental Heads in the

period between Januarl' and April 2014 rvhere they examined the internal capacity of the National
Youth Service. and what needed to be done to enhance that capacity in order to cope with the new
roles National Youth Service was expected to play. Unfortunately. he did not have access to
documents developed from those meetings. though he was aware minutes and reports were done. He
lcft thc National Youth Service before the restructuring process had its final approval.

19. lhe Director Ceneral inlbrmed the meeting that in the course ofover twenlv five (25) years in the
Public Service. it had been ingrained in him that transt'ers and redeployment were normal and

somelimes part olthe growth ofan individual within the service. That he personally moved at least

l5 (llfteen) times. Io a number ofdilTerent locations within the country in the course ofduty.
20. l"lereceived notice of his impending transf'er on Friday 9th May 2014. at about 6.00 pm from the

Principal Secretary-. State Departmenl of Planning. He was in the middle of preparations to host the
Chinese Prime Minister who was set to visit National Youth Service on Sunday llth May, in the
morning. He had just finished discussions with the Chinese Ambassador who had visited National
Youth Scrvice to finalize the intemal programmed lbr thc Premier's visil.

21.'fhe Principal Secretary was of the view that the Director Ceneral should continue and finish the
arranged State Function. then the PS would give him his posting letter on the following Monday l2th
May 20 14. 'l'hey arranged for hir:r to go to the National Youth Service Headquarters at Ruaraka on
Saturday l0th May for a dress rehearsal and brief of the reception process. The PSwent for the
meeting at 2.00 pm. but while they were doing the rehearsal. there seems to have been other
developments. 1he incoming Direclor General also arrived at the site of the reception for a similar
briefand rehearsal. indicating that he uas under instruction to preside over the evenl. He took over
the oflice on the morning of Sunday ll'hMay. and was introduced to the otlcers and stafl- in the
absence ol Mr. Rugut. lle got his letter on Monda;' l2th Ma1 2014 about 9.00 am rvhen there was

already an officer in the oftlce.llowever. he accomplished the handing over process.

'l-here bcing no other business. the meetingad.iourned at ten minutes past sixO'clock in the evening.Next
sitting rvould be heldon l0'r'October. 2016 at 2.30 pm.

Signed..
(C'h a i s() n
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The Chairman called the meeting to order at ten minutes past fbur O'clock in the afternoon.All present
introduced themselves.

'Ihe agenda item was def'erred to the next sitting. Therc wcre thus no rnatters arising

IIIN No. 127912016:SUBMISSION IN-CAMERA IlY NlS. IB t Kt \ ()t)Ix;li.\IKu. (]E,O. GTBANK

The u'itness requested firr the session to be held in camera sincc information they were to table was
confidcntial as protectcd by the CBK Prudcntial (luidelines. The Committee accepted the request
aftcr dctermining thc information to be tabled was not in the public domain and touched on several
clients of the bank.

(lnformation submitted is availablc in the National Assembll- Clcrk's offict'on request)

IIIN No. 1280/2016 : .\l).lOt R\]l t \'[

'Ihere being no other business. the meetingadjourned at fbrty minutes past sevenO'clock in the evening.Next
sifting would be heldon I I'hoctober. 20 I 6 ar I 0.00a.m.

Signcd.... ,","...*3 Zzoa
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The Chairman called the meeting to order at half past ten O'clock in the morning and said a prayer.All
present introduced themselves.

OR GENERAL'
Rr,_POtt'[ ()N ('( oI l NTS OF THE NATIONAL YOLITH SERVI('E: MR. I}ENS0N GETHI

\o. l28J/20l6:Sl Bi\I IS l)LN('ll ()N 'I' I sPE I

\\ ,\ \(; t I

Thc witncss had earlier appeared before the Committee anrl had requested for the session to be held
in camera since information he was to table was confidential. The Committee accepted the request
after determining the information to be talrlcd was not in the public domain.

'fhe committec was displcased b1- the wav the nitness made his submission. He $'as not frec and
rrilling to disclosc morc informalion to help the Committce procecd n'ith its inrestigations. The
secretariat was taskcd t0 officiall;- rrite to Mr. Ben Gethi and compelhim to produce the documents
antl information in accordancc to article 195 ofthc Constitution.

(lnformation subnritted is availahle in thc National Assembll Clerk's office on request)

There being no other business. the meetingad.iourned at tenminutes to oneO'clock in the aftemoon.Next
sitting would be heldon l2rhocrober. 2016 at 2.30 pm.

Signed..
(Chai

.... r","?.3.2..'%t)
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MIN l{o. 128 l/2016: PRELII\IINARIES

!IlN No. 1282/2016: C()N Fl RNIA'l'l()N ()F MlNtl-l'ES

The agenda item uas del'erred to the next sitting. There were thus n() matters arising.
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MINUTES OF THE THREE HT]NI)RED AND 'IHIRTY FIRST (33ISI) STTTING OF THE PUBILIC
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The Chairman called the meeting to order at three O'clock in the afternoon.All present introduced
themselves.

MIN l\{o. 1286/2016: (l()NfIRMATION Ol- MINLTI'ES

Thc agenda itenr was del'crred to thc ncxt silting. Iherc ucrc thus no rnatters arising.

No. l2ll7l2016: SUIIMISSION OI INFORMATION liY :i.l ('E()
SII)IA\ItANK

)lr. Titus Karanja. CEO Sidian Bank appcared belirre thc Corrmittee andsubmitted on oath as lbllows;

l. He acknowledged the inconsistency of his submission during his previous appearance before the

Committee. lt was horvever not a deliberate anempt to mislead the Commiftee.
2. The bank'sfilter system could onll have exposcd names that appearedin the Auditor General's report

or lhose that received monel' from the Ministry ol Devolution and Planning. and not third level
recipients.

3. They however noted liom their partner Faulu Bank's submission that they had remittcd money from
one of their client's. Ogola and Co. Advocates Io a Ms. Charity WanguiGethi. They therefore
lonvarded this information to the Committee on 4'h October. 2016. belbre receiving the invite to
appear. demonstrating their good fhith.

4. The client indeed sent money to Ms. Charity Wanguicethi. and produced sale agreements to support

his transactions.

5. The bank marketed lhe account which was opened as an advocate's client account on 7d March
201,1. The customer submitted all requisite due diligence documentation.

6. The account was conducted satisfactorily: i.e. regularly and the money belonged to clients. ranging
bel*een Kes. l0-50 Million cash receipls. MosI were tbr land conveyancing purposes. and were

ol'ten fixed in trust as is practise.

7. On l6'h and l7'h March.20l5. the bank received Kes.40 Million andKes. 23.513.000.00 respectively
fiom a Mr. John KagoNdungu's account at F'amily Bank. He stated it was a land transaction, and

produced an agreemenl lbr sale lbr the properl). 'fhe money was actually tinally paid to a Michael
Daud and Associates Advocates. the vendors advocates.

8. The money stayed with the bank tbr a reasonable period. one month. reasonable enough time to
conc lude a land transaction.

\llN No. l2tl5i20l6: PREI,IIIINARIES



MIN No. 1288/2016 : Al).tOURNMEN'l'

There being no other business. the meetingadiourned at ten minutes pasl tbu(f'clock in the aflernoon.Next
sining would heldon I 3tr'October. 2016 ar 2.30p.nr

Signed.. D"t"...QG.J..aot]
(Chai

9. On 25'h May.20l5, the account received Kes. l0 Million andKes.40 Millionfor purchase of a house.
The money came tiom Goodluck 20ll Enterprises and Mr. John KagoNdungu respectively. Upon
the bank requesting for the sale agreement. the client said the deal fell through and would use the
funds tbr alternative investmenls. On 28'h May 20 | 5 they sent the monies ro Kenya Commercial
Bank to the account olOld Mutual and to Faulu Kenya for investment purposes.

10. All these transactions looked regular and did not raise a red flag to the bank.
I l. The CBK report had been tabled to validate the previous submission that the Kes. I Million fine was

not related to NYS funds.

I2. The bank did another filter ofnames. including those that appeared in the press. and did not find any
more matches.

13. A court order was received on the client's account giving a freeze order. Kenya Revenue Authority
also requested to examine the account lor purposes of tax investigation.
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!IlN No. 1289/2016: PRI..LIMINARIES

'Ihe Chairman called the meeting to order at three 0'clock in the aflernoon.All present introduced
themselves.

MIN No. 129012016: CONl-lRiIIATION Ol- i\IlNt 'l-Es

The agenda itenr was del-erred to the ne\l sitting.'l'here rvere thus no matters arising.

Ill\ No.l29ll2016: Sll BIVIISSIoN OF INFORNIATION IIY MIt. \L\R il\ \r. (;t] 0\(;,\.
MANA(;IN(; PAR'INI.]R. l\I.M. (; IT()N(;A & ADV.

Mr. Martin MuthomiGitonga, Managing Partncr, M.M. Gitonga& Advocatesappeared before the
Committee andsubmitted on tlath as tbllorrs:

TR IiAST IR}'

OF}-I('T] 0F 'TII}, ALiDITOR (;ENI.]RAL

Raphacl lkanrc

ivl.M. (;tToN(;A & ADV(X'A'r'IS

l. He is happy for the opportunity to clarily his role in the NYS matter. The media has hitherto been

unlbrgiving in rnisreporting claims against the law flrm. His client's identity is paramount and

requests camera session to disclose the client's name.

2. He.ioined the bar in 201 3 after Braduating fiom the university in 2010 and had been working hard to
bu ild his tlrm.

3. He has neither been charged in a court ol law as has been reported in the media, nor have his assets

been liozen.
4. That the firm never received any lunds rvhatsoever liom the NYS or the Ministry of Devolution and

Planning for services rendered or otherwise. Moreover. the firm had not received any funds from any

of the aflected companies said to have irregularly ohtained f'unds l'rom the NYS.
5. The lirm was never involved in the laundering of illicit funds fiom the NYS. The governing law.

Proceeds of Crime and Anti-money Laundering Acl. Chapter 59 B of the laws of Kenya clearly
defines what money laundering entails.

6. Section 3 ofthe Act states inter alia that a person must know or oughl Io reasonably have known that
property is or forms part ofthe proceeds of crime.

7. Section 7 of the Act states inler alia that a person commits an ofl'ence where the person knowingly
transports. transmits. transf'ers or receives a monetary instrument or an),thing of value to another
person wilh intent to commit an oflbnce.

8. Furthermore. Section 2 of the Act deflnes institutions who reporting responsibility rests with.
Advocates or larv flrms are not one of the designated reporting agencies. Section 45 of the Act



provides for the obligation to verify a customer's identity. and provides for reasonable measures to
establish the said identiq. These measures include obtaining the customer's national idenlity card
and certificate of incorporation or registration cenificate.

9. On or about March 2015 a local mobile telecommun ication company well known to the firm
approached the firm to acl for it in a deal where an investor was ro buy 380,000 shares of the
company. representing l0% stake, at Kes. 157,500.000.00. The company owns Tangaza, a mobile
money transfer service and their valuation was based on their own se lf-assessment.

l0.The investmenl amount was then reduced by half to Kes. 78,750.000.00 for 5% stake of the
company.

ll. At this stage. the investor's agent. a Mr. John Kago transferred Kes. 78.000.000.00 to the firm's
account held with Prime Bank Limited. The firm was to hold the lunds pending conclusion of rhe

deal, giving the compan), conlidence of the investor's capacity to meet their part of the deal.
12. The mobile firm then submitted confidential information and trade secrets to the investor for

purposes of due diligence.

13. Unfortunately the investor was not satisfied with the results of its due diligence. particularly rhe

company structure, and intellectual property ownership thereof. The deal then I'ell through.
14. In the circumstances. the firm was duty bound to refund the money to the investor. On negotiation, it

was verbally agreed that the firm would retain Kes. 400.000.00 for its services.
15. On or about 3d June 2015, the investor's agent Mr. John Kago instructed the firm to refund the funds

less the retainer of Kes. 400.000.00.
16. The instructions were to transi'er Kes. 30 Million toFaulu Kenya DTM Limited account no.

08201550007, anolher Kes. 30 Million toFaulu Kenya Limited account at Cooperarive Bank of
Kenya. and Kes. I 7.6 Million to Old Mutual Money Market Fund account no. I 102369705 at Ken),a
Commercial Bank Limited.

17. On or about 4'r'June 2015 the firm remitted the funds. The firm then had no further dealings with Mr.
John Kago. He had never met Mr. John Kago and has not met him yet.

18. He had known the telecommun ication company for a while through a high profile mutual friend and
therefore gained their confidence over time. ln t'act. their offices had shared a building before.

l9.The firm's accounts u'ere frozen three monlhs later because investigations linked companies or
individuals that may have handled the funds. When investigators retrieved Mr. John Kago's
statements, they found the transaction Iinking the llrm with the individual.

20. lnvestigators then rushed to courl without asking the client the circumstances. He did not challenge
the freezing in coun because he did not want the negalive publicit) lhat would have come u,ith it.
Moreover. the account did not have client's funds.

2l . Mr. John Kago entrusted him with the funds without prior meeting because he was introduced by the
company. Moreover. the selling company would only have been more confident of the deal if the
funds were with a firm he knew and trusted.

22. The law firm did not prepare the agreemenl. which looked lay, but was slill an enforceable legal
agreement. He gave the advice to the client. who had however already generally agreed with the
investor.

23. His letter to Mr. John Kago confirming rransmission of funds was done on 27'h August 201 s, more
than two months alier the fact because he was in the process of setting up the firm and was putting
his records in order.



M IN No. 129212016: Al),1()l IRNMII.NT

There being no other business. the meetingad.iourned at sixO'clock in the evening.Next sitting would be

heldon l7'h ber. 2016 at 2.30p.m

Signcd. . ,"*)BA:.aolt
(Cha rson )

I
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The Chairman called the meeting to order at quarter paslthree O'clock in the aftemoon.All present
introduced Ihemselves.

The agenda item was deferred to the next sitting. There were thus no matters arising.

Mr. Patrick Ogola appeared belbre the Committee andsubmitrcd on oarh as follows:

I . That he met Mr Ben Cethi in the lear 201 3: he lvas acting lbr the Vendor who was selling 2
Aparlments located along Forest Road in Nairobi. Mr Gethi's sister was buying one ofthe units and

he accompanied her toMr. Ogola's ollice to help her negotiate legal fees with me.

2. The transaction rvas concluded in about .l weeks and Mr Gethi accompanied his sister to go pick up
their Title. l'le said he was happy with Mr. Ogola's services and promised to send more work his way
in the future.

3. On or about | 6tr' March 2015. Mr. Ogola's received a call lrom Mr. Ben Gethi who instructed him to
act lbr his mother Charity- Cethi in the purchase ol- a property known as L.R. Number 2llll97 in

Rosslyn fistate Nairobi that was being sold lor the sum of KShs. 60.000.000.00.
4. Mr. Gethi advised hirn that Messrs. Michael. Daud & Associates would acl as vendor's advocates in

the transaction and inlbrmed hirr that the purchase price: stamp duty and all my costs would be

transferred b1' one of Mr. Gethi'sbusiness associates.

5. 'fhat Mr. Ogola provided Mr. Gethi with his finn's Bank Account details fbr the purpose of the
lbretasled transaction. being an account at K-Rep Bank l.td (now Sidian Bank Ltd) and on or about
I 6'h March 20 I 5. Mr. Ogola received a sum oi.10.000.000 liom Mr. John Kago and a further sum of
Kshs 23.5 I 3.000 on or about lTth March 2015. This made tbr a total sum of Kshs 63.5 | 3.000 which
\vas the total sum required to complete the transaction.

6. On or about I 6'h March 201 5.Mr. Ogola contacted Ms. Clinis Kigera. an Advocale then practising in

the flrm of Michael Daud & Associates who were acting lbr the Vendor. They' exchanged

correspondence and proceeded to commence the sale lransaction lbr the property. Mr.

TRIIAST]RY

oFl-tcI oF 't-HF. AtrDtToR (;t]NIiRAt.

Ivl.M. G[toN(;A & ADV(X'A'il]S
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MIN No.l295l2016: SUBMISSION OF INFORMATION BY MR. PATRICT O(iOLA. MANAGING
PARTNER. O(;OLA & MU.IERA ADVOCATES (FORMALY OGOLA AND
COMPANY ADVOCTATN,).



Ogolaprepared the Sale Agreernent and the Transl'er fbr lhe property and fbru,arded the same to the
said tirm ofadvocates fbr their approval. He also contirmed to thern that he was holding the purchase
price lbr the propert)' on behalfofthe bu1er.

7. The said advocates advised Mr. Ogola that their client lived in I'anzania and they would advise on a

date on which he would be in Kenya to conclude negotiations and execute lhe lransaction documents.

ln the interim they had done a search and fbund lhal the property was charged to Transnational Bank.
Michael Daud & Associates procceded to engage with the bank to procure the release ofthe titles to
facilitate the sale.

8. On 7s April 2015 Mr. Ogola received a call lrom his mother who lived in Mornbasa who was unwell
and had been rushed into theatre for emergency surgery. Mr. Ogola left Nairobi immediately and

while he was in Mombasa attending Io his mother's treatment. he was conlacted by Mr. Cethi. who
informed him that Vendor was in the country to conclude the propert), transaction. Mr. Ogola
explained his circumstances and the meeting was conducted in his absence.

9. Mr Cethi called him thereafler and advised him thal due to the urgency and inflexibility of the
Vendor: he had decided to engage the firm of Michael Daud & Associates to take over from Mr.
Ogola; and they would act for both parties in the transaction.He had already paid the sum ol Ksh
12,000.000 as a deposit so Mr. OBola was expected to send the sum of Kshs 50.400.000 to Michael
Daud & Associates and send the Kshs 12.000.000.00 to another account at Faulu Kenya Limited.

10. The Sale Agreement and Transl'er documents that Mr. Ogola had prepared were discarded and a fresh
set of transaction documenls prepared by Michael Daud & Associates. Mr. Ogola rvashowever
instructed to monitor the transaction to its conclusion and he promised to send him other transactions
to handle. He tbllowed up the transaction with the Michael Daud & Associates and was provided
with written confirmation lhat the transaction was concluded and property had been transferred to
Charity Wangui Gethi.

He submitted to the Committee copies of documents relating to the aforesaid transaction.
ll. On or about 20'h May 2015. Mr. Ogola received a call lrom Mr. Cethi in rvhich he advised him that

he wished to purchase another property. Just as befbre. the purchase price would be transf'erred to
Mr. Ogola's client account by his business associate. Mr. Kago and more details would follow.

12. Mr. Ogola received Kshs 40.000,000 from Mr. Kago and Kshs 10.000.000 lrom a company known as

Good Luck Twenty Enterprises. which Mr. Kago advised rvas his Company.On or about 27th May
2015,Mr. Ogola received a call fiom Mr. Cethi who advised him that the property transaction had
fallen through and he would advise Mr. ogola as to where to send the noney. Mr. ogola later
received the relevant account details fiom Mr. Kago and duly forwarded the money to accounts at
Old Mutual Money Market Fund and Faulu Kenya DTM Limited.

13. The circumstances ol Mr. Ogola's handling these monies were solely in my capacity as

conveyancing Advocate. Handling. holding and transferring large sums oflmoney on behalfofclients
was an integral part of a conveyancing practice. That Mr. Ogola's law llrm handled property
transactions for numerous clients who include listed companies, banks. multi-national corporations,
foreign embassies and individuals. That he maintained and operated a Client Account fbr purposes of
handling client transactions and

Mr. Ogola's provided to the Committee supporting documentation for every transfer to bank
as per the requirements ofthe law.

l;1. He intbrmed the meeting that he was not a registered supplier at NYS: he had never received any
payments from NYS and had not to his knowledge handled any money from NYS. That Mr John
Kago. who sent him the money. had not becn charged with stealing an),money trom NYS. That Mr.
Ogola had read through the Special Report prepared by the Auditor Ceneral and noted that Cood
Luck Twenty Limited who senl himKshs 10.000.000 was not listed as a supplier who received a

suspicious payment. That he was therefbre at a complete loss as to how the monies sent to hisaccount

I



and paid out in the regular course of my business llere tied to monies suspected to have been stolen

A1 NYS.

15, On the ownership of motor vehicle registration number KCB 7502 he informed the meeting that
there had been quite a bit of publicity relating to thesaid motor vehicle. He I'urther described the
circumstances under which the motor vehicle came to be registered in his name as tbllows:
i. That in the course ofthe abovemenlioned transactions Mr. Ben Gethi andMr. John Kago made a

number of visits to Mr. Ogola's ol'fices. He esconed them to the parking lot on several occasions

and noted that they always drove high-end motor vehicles.
ii. Upon inquiry Mr. Kago informed Mr. Ogola that he ran a business of renting out high-end

vchicles. The business cycle ivas such that he would keep the cars lbr 2-3 years then sells them

so that he could purchase a newer model.
iii. Their discussion regarding the vehicles culminated in his olTer to sell to Mr. Ogola one of his

vehicles being. Motor Vehicle Registration Number KCB 7502. a Range Rover which would be

up lbr sale in about I 8 months.

iv. They entered into a Sale Agreement with Mr. Kago for lhe purchase of the said Motor Vehicle
and also signed a Transfer which was held by Mr Kago.

A copy of the Sale Agreement executed by Mr, Kago and Mr. Ogola was submitted to the Committee.

He staled that that was a term ol'lhe Sale Agreement that Mr. Kago would grant him the period
of l8 months to raise the purchase price fbr the Molor Vehicle during which time Mr. Kago
u'ould maintain orvnership and possession of the said Motor Vehicle. Mr. Ogola had not paid
an)' mone)' towards the purchase ol'Molor Vehicle Registration Number KCB 7502 and the car
was nol yet his
'l'hat Mr. Ogola did not know the circumstancL.s under which the transfer forms fbr Motor
Vehicle Registration Number KCB 7502 camc to bc submitted tbr registration and could only
speculate that this was done to pressure him not to back out olthe transaction
That the ownership ol'lhe motor vehicle had been conflrmed in an Aflldavit sworn by Mr. Kago
in response Io the Asset Recover;- Agencl-'s Application in HC Misc. Civ. Application 524 of
2015 - Milimani and the DPP in its response'to Applications filed b1 Mr. Ogola's tirm seeking

the opening of its Bank Accounls. being HC Misc. Crim. Applications 133 of 2016, 134 of
2016 & 135 of 2016 - Milimani, had acknowledged that Mr. Ogola did not have possession of
the said vehic le.

Copies of the said pleadings were submitted to the Committee for their perusal.

He further stated that the circumslances surrounding the transactions were ti"eely volunteered by

Mr. Ogola to the lnvestigators and the Salc Agreement tieely provided. He also explained to the

Invesligators lhat the'fralJlc Act recognized that tbr vehicles: unlike land or other fixed assets;

the name on the log book rvas onll prinu./itt'ia eviJence olownership
That in Scction 8 of the 'l'raflic Act \\,hich states that :"7 ha perxtn in y'ho.;e nome a vehicle is
ragi.;tcrcd .shall. unless the contrury is proved. hc dae nrcd lo hc thc ovner of t he vehicle "

On 27 November 2015 Mr. Ogola received a call liom CPL Sautet advising him that he had

obtained a Court Order and that he required Mr. Ogola to surrender the Motor Vehicle to the

nearest Police Station. He said that he rvas sure that Mr. Ogola was hiding the Molor Vehicle
and that hc had directed the Police Flying Squad to shoot him ifthel fbund hirn with the car.

Over the last I _v-ear Mr. Ogola had been sub.jected to investigations b1'the Banking Fraud

lnvestigation Deparlment. He was harassed. intimidated. threatened and finally openly told that

he would need to bribe them to secure a report clearing Mr. Ogola of any wrong doing.
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Herelused lo do so and he believed that it $as solely for that reason that Mr. Ogola was named
as suspecl in the maner and had been charged with the offence of Money Laundering.
That several aftldavits had been sworn by CPL Sautet making damning allegations against Mr.
Ogola without providing any supporting evidence. These affidavits were leaked to lhe press and

on social rnedia: but never served toMr. Ogola.
That three (3) of Mr. Ogola's bank accounls and one (l) account belong to one of his clients had

been frozen irregularly and despite Mr. Ogola's olfering explanation and supponing
documentation tbr every transaction that he had been asked abouti and rlespite the
incontrovenible l'act thatKshs 103 Million rhat Mr. Ogola received in Sidian Bank was all paid

out in the course of transactions: these accounts remained liozen lo date.
That because he refused to ofTer a bribe, Mr. Ogola had been subjected to public humiliationl
was called a thief and a money launderer. That his narne u,as splashed in the press as -NYS
lawyer" who was spending Kshs 27 Million to buy clothes fiom Hong Kong.
Mr. Ogola's further submitted that he was also told that he may have ties with terrorists and

ordered to submit himself for investigation by the Anti-Terrorism Agency. He was told that his
name was sent to lnterpol to see if he had any ties to international organised crime. Anti-
Terrorism Agency investigated him and cleared hirn ofany wrong doing: but his accounts were
still not opened.

He was then summoned Io the Kenya Revenue Authority for investigation. Mr. Ogola provided
the Kenya Revenue Authority will all the infbrmation and documentation that they required and

they advised him that they would contact him ifthey needed funher information.
That on one particular day he was summoned to the Banking Fraud Investigation Department
in the morning: the Anti-Terrorism Agency ar noon and KRA in the afternoon. When he
realized that he was under threal of arrest. he sought the intervention ofthe High Court and
made an application lbr Judicial Revieu. He obtained an interim injunction barring his arrest but
then several other persons who had also been listed applied to be enioined to Mr. Ogola's case

and diluted his arguments. 'I'he casc was argued in the absence of Mr. Ogola's Lead Counsel
who had requested fbr a I week adjournment andjudgment delivercd overturning his injunction.
He was finally charged with 4 counts of money laundering: 2 counts of which relate ro rhe

transactions that he had explained above. and 2 other counts relating to monies and transactions
that hewas a complete stranger to.

He prescnted to the Committee a charge sheet that was prepared by the initial team of
Investigators
He inlbrmed the meeting rhar he was aware that there were allegations of misconducl made
against the investigation team thar was headed by a Mr. Mungwanja: thar this team was
disbanded and that a Multi-Agency Team was then set up to take over and re-investigate. That
he was aware that this Multi-Agency Team did conclude its investigation as relation to himself
and that they made fresh recommendations to the Director of Public Prosecution.
That he had through his lawyers u'rinen several letters lo the ofllce of the Director of Public
Prosecution rcquesting that they re-look at the tacts evidence and recommendations made by the
Multi-Agency l'ask Force: rather than continue to tiustrate his business and subject Mr. Ogola
to an extremely malicious prosecution. None of his petitions had been responded to and my
letters had been ignored.

lVllN No. 1296/2016: ADJOURNI\IE\T



There being no other business, the meetingadjourned at sixO'clock in the evening.Next sitting would be

heldon I 8lhOctober. 201 6 at I 0.00a.m.

Signed.... ,","..082....%f)
(Chai n)
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l. Rev. Kimathi Kwiriga
2. Mr. Geotlrey Mrvitari

I)arliarncntan I.iaison Ollicer

Accountant

Parliamentary Liaison OlIcer

MIN No. 1297121116:. l,lt l..l. t \t I \..\ tit t.ts

The Chairman called the meeting to order at half past ten O'clock in the rnorning and said a prayer.All
present introduced themselves.

lllN No. l29 016: ('()NFIRMATI()N ()F MINUTES

MIN No. 1299/2016:St l|\llsSlO\ ()l' I,-\ ll)1.\ E ON THE SPECIAL ATJI)IT R (;ENE,RAL'S
REPORT ON A(]COT-]NT S 0F -[IIE 

NA TIONAT, YOLITH SERVICE : MR. SAMUEL NINDANYI
wAcHt N,tl: Fo Itlll.lt st,l\t()tt t)[t,l t'\' t) {ECTOR FINANCE

l\Ir. Sanruel W:rchenjcappclrctl bslirrc' thc ('onltnittec und sLrbrnittcd the lirllol ins:

l. He intbrmed the committee that during the year 2014 the Government of'the Republic of Kenya
camc up with a policy to entrench aflirmative action. This was meant to empower the youth,women
and the disabled through access to thirty percent (30olo) of Government Procurement Opportunities
(AGPO).

2. That the Youth aspect. ol the policl' rvas implemented lhrough the Ministry of Devolution and
Planning and in particular the NYS

3. To achieve the desired efhcts the NYS was to be restructured such that the recruitment of volunteer
Youth was enhanced tiorn 4,000 to 21.870 recruitsannua llv.This required an overhaul of the
materials. food. shelter and other services required to suslain the huge increase in numbers.The NYS
budget was overhauled as fbllorvs:

(a) 2013 - 2014 - Kshs.13.053.207.443
(b) 2014 - 20t5 - Kshs.22.803.431,722
The sums of money ret-erred rvere applied to enhanceand achieve the above policy which was being
implemented.

4. The NYS placed orders through lorm works Sl2 to the Ministr) of Public Works. Supplies Branch to
supply it with various items to be used by the recruits and communitv youths involved in youth
empowerment programmes.The goods/materials were supplied and payment effected.
Documents supporting the supply of goods and payments made were presented to the
Committee

5. NYS Procurement Plan forthe tlnancial y'ear 201312014 and 201.1/20l5were in the custody ofHead
ol-Supplies Chain Management OIIicer at NYS Being on suspension and he was not able to access

them.

OFFI('E 0F 'tIIE AT]I)I'IOR (;ENERAL

.I'RT]AS 
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The agenda item rvas deierred to the nexl sitting. Therc were thus no matters arising.



6. On procurement of goods/Services wonh Kshs.609.252.76 | .60 he infbrmed the meeting that the
expenditure was lo procure training materials fcrr the trainees in theservice including. uniforms,
foodstuffand branding the new look NYS

7. The items were procured through prequalified companies with the Ministry of Public Works
Supplies Branch. The suppliers had term contracts with the supplies branch

8. That Local Purchase Orders (LPOs) were raised by the Supplies chain Department at the NYS and

the goods were supplied, acknowledgement of the same was done by the issuance of departmental
inspection and acceptance comm ittee certillcates.

9. That payment was then accordingly made on the strength of the contracl documents, LPOs. delivery
notes. invoices. inspection and acceptance cerlificate duly signed and certification by the head of
supplies chain management that lhe goods had been received as per the given specitications

I0. On payment oi Kshs.360. 315.000 to NYS Permanent Staff the meeting was intbrmed rhat the
payment was affected to the NYS Pennanent StalIbeing food rations to those members of staff who
were supervising community youths at Kibera. Mathare. Kiandulu in Thika and Korogocho.

I l. That the sum of Kshs.55 I ,750,000 rvas utilized in NYS operations when there was delay in the
release of money to NYS f'rom the exchequer to pay community youth. huduma kitchen,staff
involved in Lamu securitization. construction of water pans. personnel u'ages and Kibera road
committee allowances.The youlh were agitated and they were demanding their payment. The above
sum ofmoney was however rel'unded lo the savings account in January 2016

12. Further. Mr Samuel Wachenie informed the meeting that as an alternate AIE holder. he did not
participate in the commitment ofthe sumof Kshs.695. 400.000. That he didn't have the advanrage of
knowing the chronology or documents on horv the commitment was done.

I 3. Mr Wachenje was unable to provide copies of contracts. invoices. and payment vouchers for delivery
ofgoods to NYS during the period under inquiry since all the documents were in the possession and

custody ofsupplies chain department at NYS and therefore did not have access to the documents.
The meeting was adjourned at I .45 p.m.

MIN No. 1300/2016: APPEARANCE IIY MR. HENDRI CK PILISL FORNIER NYS PRINCIPAL
PROCUREMEN't OFFI('ER AT 3. 00 1,. i\I

Mr. Hedrick Pilisi appeared before the Committee and informed the meeting that he was nor feeling well and
that he was from seeing a doctor in hospital. However, he had to present himseli belore the committee to
request for a reschedule of his hearing to a later dare.

The meeting noted thal Mr. Pilisi was a very important witness who needed to appear before the Commiltee
in a sound state of health so as to make his submissions. His request u'as considered by Members and was
asked to reappear before the Committee on Wednesday 26'h October. 2016 at 2.00 p.m.

Signed...
(('hal son)

MIN No. l30l/2016: ADJOURNMENT

There being no other business, the meetingadjourned al quarter to fourO'clock in the afternoon.Next sitting
would be heldon 24nOctober, 201 6 at 2.30 pm.
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MINUTES OF THE THREE HUNDREDTH AND THIRTY FIFTH (335III) SITTIN(; OF THE
PTjBLIC ACCOUNTS COMMITTEE HELD ON MONDAY.2;IIIIOCTOI}ER.20I6 AT 2:3OP.M. IN
COMMITTEE ROOM 9. MAIN PARLIAIVIF],NT BT]ILDIN(;S
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Mr.Raphacl lkanrc

l. Rev. Kimathi Kwiriga
2. Mr. Geolliey Mrvitari

Parliarncn(ar\ Lia ison Olllcer

Accountant

Parliamentary' Liaison Oflicer

The Chairman called lhe meeting to order at twentv minutes to three O'clock in the afternoon and said a

prayer.A ll present introduced themselves.

The agenda item was det-erred to the ne\t sitting. There wcre thus no rnatters arising

Thc rr'itncss requested for the session to be held in camera since information they rverc to table $.as
confidential as protected bl the CBK Prudential Guidelines. The Committee accepted the request
after dctcrmining the information to be tabled rvas not in the public domain and touched on several
clien ts 0f the bank.

(lnformation submittcd is availablc in the Nltional Assemblv Clerk's offire on request)

MIN r-o. ll05/2016 : .\l).lOt R\ )l E\l-

T'here being no other business. the meetingad.iourned at twenlyminules past fouro'clock in the
afternoon.Nexl sitting would be hcldon 25'hOclober. 20l6 at 10.30 a.m.

2

Signcd
(( hair

Date....2e:l?Dotz

OFFICI.] ()F T}{E AT'I)I'[OR GENEIT,\L

].RI]ASTIRY

IIIN No. l J02/2016: I'>Rlil.l INARlUS

MIN No. 1303/2016: C()Nt-IRMATI()N OF l\,llNl.lTES

MIN No. lJ0{/2016:strBM ISSTON OF EVIDENCE ON THE SI,tlClAL AI]DITOR GENERAL'S
RIIPORT ()N ACCOLjNTS OF THE NATIONAL YOUTH SERVTCE: MR. LAMIN MANJANG.
MD AND CEO STANDARI) CHARTEIIED BANK

Mr. LaminManjangappeared before the Committee accornpanied by:
i. Ms. Noelalubano - Advocatc'

ii. Ms. Beth Warui - Financial Crime Compliance
iii. Ms. Crace Mburu - Managcr Compliance
iv. Mr. Torn lndimuli -llcad of External Relations
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MINUTES OF THE THREE HUNDRED AND THIRTY SIXTH (3J6I II) SITTING OF THE PUBLIC
ACCOUNTS COMMITTEE HELD ()N TUESDAY 26I'IOCTOBER. 2016 AT IO.OOA.M. IN
COMMITTEE ROOM 9. MAIN PARLIAMENT BUILDIN(;S



'l ltI!,\St ItY

l. Mr. Geotticl Mrvitari
2. Rev. Kimathi Kwiriga

ol.-FI('t,l ()t.' I IIt. At'l)I t'()R (;Iit\t.ttt,\t.

Mr. Raphael lkarne

Parliamentary Liaison Of1.icer

Accountant I

Parl iamentar)' Liaison 0lllcer

'Ihe Chairrnan called the meeting to order at thinl,minutes past ten 0'clock in the morning.All present

introducc'd themselves-

N \o. l30lt/2(|16:St l]\tlsSl()\ ()l' [\'ll)lr\( [ ()\ 'l'Hh SPI IA l)
REPORT ON ACCOIINTS OF THE NATIONAL Y()U'IH SFI,RVICE: MS.
.IOSIi,PH INT, KAI}TIItA

l-he Chairman informed the Committee that the witness. Ms. Josephine Kabura. had not honored the Ihird
invitation to appear and give evidence befbre the Committee. Her advocate, Mr. F. Omino wrote Io the

Clerk's olfice on the 24'hoctober. 2016 indicating that he had not been succcssf'ul in tracing her client. He

requesled lor a furlher reschedule to allou'hirn time to reach Ms. Kabura.
'Ihe Clcrk's oUice responded to this request in rvriting and demanded that Ms. Kaburahonor her invitation
failure to which summons would be issued.

Thc Cornmitlee noted that lhc rvitness had acted in contempt of the Committee b1- failing to honor her

invitations despite several of her requests having been accommodated. T'his was in contravention of Article
125 ofthe Constitution. Standing Order no. I91.andthePowersandPrivilegesAct.

The Committee rcsolved that summons be issued b1 the Clerk's of'fice compelling the rlitness to appear

before it. lhilure to which a demand (br her arrest would be issued to the lnspector General of Police.

vI\ t\ 1309/2016: lll.\( llll..\ltKI\(; \ Isl.l' I]\' )lll\llllrlts OI l lll." ltt slA l't l]t.l('()

,\( ('()tifiTS..\\l) tN v tisl'\t E.Nt's ('oltIlIt"l'Eta

l'hc' Conrnrittee held discussions and cxchanged matters ol'bcst practicc u'ith their Busia countcrparts with
the lbllouing rnembers ot'thc BusiaCounty Assembll,'s PAIC:

l. Hon. Maurice ( hetamhe

l. Hon. CardyJakaa

3. Hon. Ernest Obola
4. Hon. Apio Monica Mung'ala -

5. Hom. ('harles Wakhungu -

6. Mr. Siana Gerald

Chairman
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Menrber

Menrber

Member

Cornrnittec Clerk

lllN No. I306/20l 6: PREI-IMINARIES

MIN No. l J07i20l 6: CONFIRMA'I'|()N ()l' l\'I INtiTES

The agenda item rvas delerred to the next sining.'l'here were thus no matters arising.



7. Mr. John Naboue

8. Ms. DesterMurabula

9. Mr. Elijah Muaro
10. Mr. James Karani

Researcher

Secretary

Hansard Reporter

Serjaent-at-arms

MIN \o. l3l0i20l6: Al).lOtrRNMIlN't

There being no other business. the meetingadjoumed at thirty minules past oneo'clock in the afternoon.Next
sitting would be heldat 3.00p.m.

Signed ...D^,".2*-.?..Vt7
(C )
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MINUTES OF THE THREE HUNDRED AND THIRTY SEVENTH (J37III) SITTIN(; 0F THE
PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY 2JTTIOCTOBER. 2016 AT 3.00p.M. IN
COMMITTEE ROOM 9. MAIN PARLIAMENT BL]ILDIN(;S
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S'L{l ll I)1. I'AII 'TNIEN'I' OF I'UI}LIC WORKS

I . Prol'. Arch. Paul Mwangi Maringa
2. Mr. Sebastian Mokua
3. Ms. Joyce Ala
4. Arch. Wesley Nyariki

The Chairman called the meeting Io order at three O'clock in the aliernoon.All present introduced
themselves.

IIIN No. l3l212016: CONF IRMATION ()F MINI i'TF]S

The agenda item was dcl'erred to the next silting. There rvere thus no matters arising.

MIN No. l3l3 /2016:SLTIIMISSION OF EvIDENCE ON 'I'HE SPECIAL AI'DIT()R CENT]RAL'S
REPORT ON AC(:OT]NTS ()F THT] NATIoNAL YOLi'IH SERVICE: PROF.
ARCH. PATiL MWANGI MARINGA. PRINCIPAL SECRETAR Y, STATE
l)l.t,t . 11)R t,l'tiLt('\\'()RKS

-Ihe 
Accounting Olllcer noted that he had initially appeared befbre the Committee on 251hAugust.20l6. and

his rc-appearance was premised on his being accompanied by Arch. Wesley Nyariki. the alleged author of
the fbrged supplies branch contract that was used b) the NYS to procure various items.

Arch. Wesley Nyariki submitted as follows:

l. He was a qualified architect having graduated tiom the University of Nairobi in l99l with a

bachelor's degree in architecture. l'le .ioined Sovernment in the Ministrl' of Public Works in
Decernber. 1993 as an assistant archilect. and obtained prolessional re_qistration in 1996.

subsequently being promoted to the position of Architect I. a position he served in for l3 years. He

rvas then promoted 1o the rank ofa supretendant architect and in 2010. to the position of senior
suprelendant architect. He uas lhen posted to several stations in Central Kenya and the ministry
headquarters. In F-ebruary 201 3 he was appointed to head supplies branch. as the administrative head

rvith procuremenl otllcers working below him. He was interdicted in March 2016 due to anomalies

in the tender processes ofthe year 2014.

2. The mandate ofsupplies branch was to procure common user items. i.e. those goods that are easily
transftrable without change of specilications. 'Ienders of these goods are advertised annually for the

()I.-FI('E Ol'Trrr.r At t)I'toR (;EtiEttAt_

Parliamentary Liaison Otiicer
Accountant I

Ill\ No. lJll/2016: l)ltIl.l ]l I N.\l{ll.ls



items in national media. Supplies branch then signs contracts for goods at unit prices. lt is the
requisitioning entity that then delermines how much they need and tenders fbr them.

3. The procuring entity does not go through all lhe procurement processes because supplies branch

already has. What is required is for the ministerial tender committee Io approve the procuremenl.
4. Supplies branch can also procure for a government entity provided they wire lhe money to lheir

account. ln this case. LPO'S originate f'rom the supplies branch.

5. Construction materials that are included in supplies branch contracts are those that have been

manufactured. for example cement. Raw items like ballast and quarry stones are excluded.
6. The circular that was used by the NYS to procure construction materials lbr the 3.5 kilometre Kibera

road was fake. He saw the circular fbr the flrst lime when he was interviewed by officers of the
Auditor General during investigations. lt seemed that preceding pages of the circular were doctored

and attached to the last page that had his signature.

7. On the order of Kes. 222.122,919.00, he had only supplied rhree LPO's by the time he was

interdicted. Various 'S l2' requisition forms had been filled for various items.

8. He conceded having been in charge of supplies branch when the tenders the Principal Secretary
deemed fraudulent were processed.

The Principal Secretary added as fbllous:

The Committee requested the Principal Secretary to avail the following documents belbre the Committee in
a week's time;

o The internal audit report he had commissioned on tenders issued by supplies branch since 2013;
. An inventory oftenders opened on the 4'h and I I'h October. 2016

MIN No. l3l {/2016: ANY ()' It.){ ttt:st \ t.ss

The Chairman sought clarity fiom the Principal Secretary on the award of tenders of police housing,
including allegations that a bidder had sponsored a trip to China lbr the Principal Secretary and other
officers. The PS clarified lhat the alleged bidder. Ciftec. had actually not bid for the tender but was
seeking a public/private partnership. The trip to China was a due diligence trip organized b) the State

Department of Interior and the Police, and comprised l0 members, 5 of which rvere lrom the State

Departmenl of Public Works acting as consultants. Ciftec paid fbr travel and accommodation. and
when they oflbred per diems. the PS called home to cancel processing of the same that he initially
understood was lo be catered fbr by government. l'his was his first and last trip yet with the
government. as he had enforced a policy ofnon- liequent travel by senior oflicers.

9. Arch. Nyariki together with two olher officers had been suspended alier an audit he had

commissioned internally revealed massive irregularities. A sample of 125 tenders found that letters

of ofler had not been signed up to two vears later. Further. most of the tenders were awarded to
unqualified firms. with some having been earlier disqualified or having not bid at all. The prices
were grossly exaggerated. ranging from 100% up to 5000%! An example was a fire lighting
equipment costing roughly Kes. 3 rnillion being procured for Kes. l8 Million.

10. He confirmed that lhe State Department was holding Kes. 172 Million out of Kes. 221.098.209.00
received from NYS, in their stores & service fund account at lhe Central Bank. This amount received
varied from what had been reponed ol Kes. 222.122,919.00 by Kes. t.024.710.00 which they could
nol trace in their records.



2. 'fhe Chairman informed the Committee thal the Director of Public Prosecutions had requested that he
appear in the tail-end of the NYS investigation. This would enable him give a comprehensive
contribulion to the inquiry.-Ihe Comrnittee accepted the requesl.

3. -l'he 
Chairman informed the meeting that Ms. Josephine Kabura. the witness who had skipped the

previous sitting had reached out though his lawyer and requested to be allowed to appear voluntarily.
This was af'tcr the Comrnittee had resolved to issue summons. The Committee accepted this request
and tasked the Chairman to set an acceptable date of her appearance. to the convenience of the
Comm ittee.

[IlN No. l3l5/2016: Al).I()t]RN]l tlN I'

There being no other business. the meetingadjoumed at thirty minutes past fiveO'clock in the evening.Next
sitting rvould be heldon 26'h October. 2016 at 2.30p.m.

Signcd. . D^,":2*:..*1.%D,
(Chai
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The Chairman called the meeting to order at ten minutes pasnhree O'clock in the afternoon.All present

introduced themselves.

MIN No. l3t712016: CONFIRMATION OF MINLITES

MIN No. lS llt/2016:SUBIIISSION OF EVIDEN CE ON THN, SPECIAL AUDITOR GENERAL'S
RFIPORT ON ACCOITNTS OF THE NATIONAL YOUTH SERVICE: MR.

FORMER HEAD OF PROCURE,MENT NI

! ()t ,1 t I sItRvt('u

Mr. Hendrick Nyongesa Pilisi. thc tirrmer Head ol Procuremcnl at lhe NYS appeared accompanied by Ms.
Jane Wangeci Gichuki. and submitted as lollows:

l. He thanked the Committee for rescheduling his appearance from the initial date due to his ill health

at the time.

2. He holds an Msc degree in Procurement and Logistics. a Bachelors of Arts in Economics and

Sociology. He was due to attain a Doctorate of Business Administration from JKUAT. He also holds
a prof'essional qualifications in procurement from the Chartered Institute of Purchasing and Supplies.

3. He.ioined the government in 1994 as a supplies ollicer rising through the ranks culminating in the
position of'a Principal Supply Chain Management Ot'ficer. He was currently on interdiction.

4. His position as head of procurement was meant to ensure economy. efficiency, transparency and

accountability. He adhered to this until 2014 rvhen the direcl involvement of the then Cabinet
Secretarv on supervisory matters ofthe service began to manif'est. l-he service was restructured with
a high turnover of senior personnel. include those heading procurement at the Ministry. The CS

deployed her personal advisors to various departments to monitor proceedings. All this was meant to
obtain a conducive environment for malpractice. lt is instructive to note that some procurements

rvere initiated. done. concluded and passed over to NYS by the Ministry.
5. 'fhe Kibera slum upgrade works were earmarked to be completed by l2'h December.20l4 when H.E

the Prcsident was due to ot'ficially hand over the pro.lects to the communities. Despite the urgenc)'.

s)'stems wcre not in place to lacilitate timely availability of construction materials as envisaged in

the procurement laws.

6. Because of the attendant risks above, he contacted EACC to appraise them ol the challenges at the

NYS. He met them at their ol'fices and they promised to act clandestinely and keep him informed.
'lhey however did not get back to him. He was lherefbre surprised when the EACC appeared before

.I'R[,AS 
U R}'

MIN No. l3l6/2016: PRELIMINARIES

'l'hc agenda itcnr rvas detl'rred to the ne\t sitting. I here uerc thus no matters arising.



the Committee and feigned ignorance. Further. the companies tabled by EACC were selectively
acted on because those linked to powerful individuals rvere given preferential treatment and
promptly paid. The manner in which EACC proceeded with its operations u,as also suspect; they
prosecuted a tender committee for upholding a decision of the evaluation committee in a cerlain
tender award. They in fact turned the evaluation commiltee into state witnesses.

7. The NYS had an existing procurement plan which had some aspecls of it in sync with the 5-point
plan. Some ofthe pillars ofthe 5-point plan were however nol in the procurement plan.

8. On the procurement of construction materials for Kes. 791 Million. the service was tasked with
construction of posho mills. police posts. beyond zero clinics. social halls, modem houses, llsh tanks
and gunny bags in all the villages. A river course way was also to be constructed. foot bridges and

connecting foot paths. This led to a high demand of construction materials which could not be
procured in time, compounded by the lack of bills ofquantities.

9. On I 8'h November, 2014, a personal advisor to the former CS contionted Mr. Pilisi for not
expediting the process. He was summoned to the former CS's offlce and instructed to use existing
supply branch contracts.However. the only existing contracts fbr conslruction materials rvere

delivered by a gentleman purporting to be the CS's personal assistant. The only companies in these

contracts that could supply construction materials were Form Home Builders. Rooland All Trading
and Reinforced Concrele Technologies.The firms were engaged by the use of supplies branch
contracts which he could not imagine were lbrged because the firms were already in the IFMIS
system.

10, Since the government had no quarries. they had to use existing contracts. which in fact quoted tesser

unit costs than those ofobtained quotations. by Kes. 985.00.

ll.ln this contracts, the NYS was to lease its machinery and equipment to rhe contractors. with rhe

Director Paramilitary Training requested to calculate the hire charges. A team of material engineers
identified the suitable quarries in Njiru and Rongai. The materials were delivered and ascertained by
the Inspection and Acceptance Committee.

12. After the presidential launch on l2'h December. 2014. Mr. Pilisi sropped the procuremenls awaiting
professional bills of quantities. This earned him a show cause lelter t'rom the Cabiner Secrelary. He
was then suspended and later verbally reinstated by Ms. Betty Maina. the personal assistant to the
Cabinet Secretary.

13. Payment of Kes. 22 1.098.209.00 was made for goods to support lhe roll-oul of the Kibera slums
upgrading programme and the national dam construction works. The mone)/ was sent to supplies
branch but full delivery ofgoods was not done because stock had ran out.

14. He provided a breakdown of supplies made by the use of a supplies branch contract to the tune of
Kes. 609.252.761.60. This included procuremenl of Kes. 101.009,135.60 to Brand Associates
procured directly by the Ministry Headquaners.

15. The Consulting House was directly procured for Kes. 40 Million fbllowing a request from the then
Director Ceneral Mr. Japhter Rugut. The firrn had however already been engaged by the ministry.
The contract for implementation of the 5-point plan was done at the ministry headquaners. ln ihct,
there was another contract of Kes. 192.501.0 I 7.00 that was being discussed at the ministry. He left
the service on interdiction before this contract was executed.

l6.Out of the Box Solutions was procured at Kes. 302,458.690.00 for sensilization campaigns to
enhance access to 3070 ofgovemment procurement opportunities Io youth. women and persons with
disabilities. This procurement was done directly by the ministry.



MIN No. l3l9/2016: AI),IOI.IRNMENT

There being no other business. the meetingadjourned at thirty minutes past fiveO'clock in the evening.Next
sitting would be heldon 27'h October. 2016 at 10.00a.m.

Signed..J ,^,lZ**.k2{r.17
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l. Mr. Geoflrey Mwitari
2. Rev. Kimathi Kwiriga

Parliamentary Liaison Offi cer
Accountant I

Mr. Raphael Ikanre Parliamentarv L iaison Olllcer

Thc Chairman called the meeting to order anhirty minules paslten O'clock in the moming.All present
introduced themselves.

The agenda item was del-erred to the next sitting. T'here rvere thus no matters arising

Mr. John Kago. a businessman. appeared accompanied by hisadvocate Mr. Moses Owuor. and submitted
as lbllorvs under oath:

l. He was born in Nyeri in February 1958 and thereafier studied in Kihatha Primary School, Kimathi
Secondary School and Caichanjeru High School tbr his A 'levels. He was then employed at the
Ministry of Water Development in 1979 and posled to Embu and Machakos as an accounts clerk. ln
1997 he sought greener pastures by.loining Kenya Commercial Bank as a driver, a position he held
unlil his suspension when the NYS maner carne to light.

2. t{e has been a businessman since 1988 when he bought his first car liom savings, a Datsun. which he

used lor laxi business. ln 1989 he opened a butchery in Machakos but it failed to prosper. This is the
point at which he resigned from government tojoin KCB. At the bank. he started engaging in buying
and selling of second hand vehicles before ernbarking on importing cars liom Japan for sale. He is
also an estate agent and runs a business by the name of Good luck 201 I Enterprises. dealing in the
sale of high end personal cars.

3. lle has had no direct or indirect link with the NYS either as a shareholder or director ofany ofthe
companies alleged to have received funds stolen liom the NYS.

.1. He nret Ms. Josephine Kabura through his normal business dealings in 2014 around October, after
rvhich shc loaned him Kes. 60 Million at the rate of l0%o interest per month. This money was
deposited in his account held at F'amily Bank. He had repaid this principal amount. together with
Kes.6 Million interest for the one month tbr which he held it. in cash. He knew Ms. Kabura as a
shylock and had no knowledge ofher alleged involvement with the NYS.

5. Ms. Charity Wangui Gethi was a properly client ol'his. It is for this reason that he handled funds
from Ms. Gethi. and transt'erred them to M.M. Gitonga & Co. Advocates, and Ogola & Ogola
Advocates. Ms. Cethi gave him most of the monies in cash. He had no business or personal

relationship with Mr. Ben Gethi. All monies alleged to have been received from Mr. Ben Cethi to his
bank accounts were a fabrication ofa Mr. Sautet ofthe Anti-fraud Banking Unit.

.I'R 
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6. ln 2015 he bought a motor vehicle Range Rover registration KCB 7502 fbr car hire purposes. Mr.
Patrick Ogola saw the car and expressed interest in buying it. They signed a sale agreement and filled
in the registration transfer form, to commit thal the car would not be sold to a third party. The car

would however remain in Mr. Kago's possession until full payment of the purchase price within l8
months.

7. The vehicle was currently in the possession of a Mr. lreri Kaburu who had hired it but was not

driving it because the police had threatened to shoot on sight anyonefound with it.
8. He had three other motor vehicles tbr his car hire business. a Mercedes i50. Land cruiser 8-seater

vehicle and a Toyota Fielder.
9. Corporal Sautet Matapei had sworn a t'alse atldavit on charges ofmonel laundering related 10 a Jeep

motor vehicle regislration no. KCD 241Q, and receipt of monies that he could demonstrate he did not

receive. Cpl. Sautet denied him the chance to prove his case.

The Committee directed that Mr. Kago avail the following information uithin one week;
a) His bank statemcnts from KCB and Famill llank from 2013 to datc:
b) Particulars of propertl' hought on behalfofCharitv Gethi

The Committee also directed the witness to deliver the range rover to the Assets Recoverv Agency b.'-

Monday 3l't October,2016 and file a confirmation with the Committee.

MIN No. 132312016: AD.IOURNMENT

There being no other business, the meetingadjourned at ten minutes to oneO'clock in the aflernoon.Next
sitting would be heldat 2.30p.m.

Signcd...... ,^,9=*'..?.ztz
(Chairpe
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The Chairman called the meeting to order attwenty minutes pastthree O'clock in the afternoon.All present

introduced themselves.

The agenda item rvas det'erred to the next sitting. There were thus no matters arising

MIN No. 1326/2016:5l-;BM ISSION Ot- EVIDENCE ON THE SPECIAL ATIDITOR (;N,NERAL'S

REPOR-I' ON i\C('OLiNTS OF'tHU NATI ONAL YOUTH SI,RVICE: MR.
ALEX NANDI

Mr. Alex Nandi. lnterim Director.The Financial Reporting Centre appeared before the Committee
accompanied by hisotTicers. and submitted as follorvs:

l. The Financial Reporting Centre (FRC)was established in April 2012 under the Proceeds of Crime
and Anti-Money l-aundering Act (POCAMLA). Section 21. Its key mandate is to combar money

laundering and terrorism financing under the Prevention ofTerrorism Act.
2. T'he FRC works with several agencies listed under the tirst schedule of the POCAMLA law. They do

not investigate but just collect information and prepare reports for submission to investigatory
agencies. The FR(' is also a regulator of flnancial transactions by setting up regulations. providing a

preventive angle.

3. The FRC has received 42 suspicious transaction reports lrom l5 banks regarding NYS transactions.

[{e however t-elt it not prudent Io table the intbrmation publicl.v as prescribed by Section 20 ( l) ofthe
POCAMLA law.

4. Afier an analysis oflhese transactions. Ihe FRC disseminated l9 financial intelligence reports to the

EACC and the DCI for further investigation and prosecutions.

t'ltF:.AStiRY
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FINAN('IAL RT-POR-II}..G CEN-tRE

)IlN No. 132{/2016: PRIILI MlNAltl tlS
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The Commiltee considercd thc lnterim Director's resenations concerning withholding of information
on the financial intelligence reports thet- submitted to the EACC and thc DCI, and resolved that he

protluces thc reports to the Committee hy 3'd November, 2016. He would also provide an analysis of
suspicious transnction rcports filed bv financial institutions.



MIN No. 1327/2016: A.O.l]

The Committee noted with concem the emerging scandal concerning misuse of funds by the Ministry of
Health. lt resolved that the Auditor Ceneral be requested to conduct a special audit repon on the same for its
consideration.

MIN No. l32lt/2016: Al).lOtlRNMUNT

There being no other business. the rneetingadjourned at tiveO'clock in the evening.Next sining would be
heldon Tuesday I'r November. 2016 at 9.00a.rn.

Signed l)atc 2x,z^'%tT(Chai
A
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l. Mr. Geoffrey Mwitari
2. Rev. Kimathi Kwiriga
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Accountanl I

OFFICE, OF THE AUI)I1'OII (;ENEITAL

Mr. Raphael lkame Parliamcntary Liaison Ol'tlcer

MIN Nrr. l329l2t)16: PIIELIII INAIII IiS

The Chairman called the meeting to order at half past nine O'clock in the morning. All present introduced

themselves.

The agenda item was defbned to the next sitting. There were thus no malters arising.

MIN No. l33l/2016: SUBMISSION OF EvIDENCL, ()N TIIE SPECIAL AUDITOR GENERAL'S
REP()ltT ON ACCOUNTS OF 'rHE NATIONAL YOUTH SE,RVICE: MS.
JOSEPIIINE KAIILJITA IIItiN(;U. ITUSINESS LADY

Ms. Josephine Kabura, accompanied by her lawyer, Advocate Franklin Omino submitted as follows;
I . She was bom in l98l in Kiharo, Murang'a County and went to Kiangati Primary school and

thereafter joined Chania High School. ln 2001 she joined KCA University where she studied both

Diploma and higher Diploma and graduated in 2004. She was then hired by Home Systems Limited
which is a subsidiary of Kenya Data Network where she worked for over 6 years before resigning to
run her own businesses

2. Her business entailed supply of IT related items and accessories to Ministries and other Govemment
entities.

3. She stated that she had no blood relationship with fonner CS, Ms. Ann Waiguru. Although she was
introduced to the NYS business by the former CS. Who promised to give her more work as

opportunities presented themselves.

4. She was given an LPO by Mr Hassan Noor which she serviced and started working with NYS.
5. She owned over twenty (20) Companies, namelyl

i. Leaming Gate Trading
ii. Benchmark Coaching
iii. ExamatrixSolution
iv. Ambition Learning Equipments
v. Inspired Training Technology
vi. ClassroomTechnologies
vii. Critical Mass Electrical
viii. Gilgrain General Supplies
ix. Bright Thinking Traders

x. Smartboardtechnology

TRE,ASUITY
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xi. Startling Trading
xii. Tucking Stitch Emporium
xiii. Mindful Learning Equipments
xiv. Big Kent Company
xv. Essential Prodigy Trading
xvi. ReinforcedConcreteTechnologies
xvii. Roof and All Trading
xviii. Form Home Builders
xix. BraincraftTradings
xx. Gilnak Cen Supplies

6. Gilnak General Supplies and other few Companies were fully registered whereas more than ten
companies were not fully incorporated. She was a sole proprietor to most of her companies. The
purpose of having so many companies was to increase her chances of business and tender awards,
from the Ministries.

7. There was neither prequalification nor tendering process at the supplies branch. Restricted tender
process was being followed and thus she was called and issued with LPO's to supply the needed
goods. None ofher companies was registered in the NYS list ofprequalified companies.

8. She insisted on going by her earlier sworn affidavit, where she stated that she held regular Sunday
meetings with Mr. Harakhe, Hassan Noor and other officials at NYS Head Quarters where they
shared and brainstormed on the deliveries ofgoods and services as well as issues on pending supplies
and payments and upcoming LPOs

9. Her companies did not have any contracts with NYS. She carried out business using LPO's only as

binding documents.

10. She knew John Kago as a good friend for some time but they had no blood relations. She gave him a

loan of Kshs. 60m which he refunded. The money was drawn from the businesses she was running.
She further informed the meeting that she had never engaged in any other business with Mr Kago
before. ln addition, she affirmed that they had a written agreement which she pledged 1o submit
before the Committee. He was to repay the money within one year at an interest rate of l0o% per

month attached to it.
I I . From previous submission the Committee noted that Ms Kabura had given Mr John Kago over 150

million shillings but she was not willing to disclose more information about it to the Committee.
12. Following transactions made in her bank accounts for instance, withdrawals from Form Home

Builders Ltd, she claimed that she was able to carry the large sums of money that she withdrew on
her own without any assistance. She would carry using 3 bags and would carry one bag at a time
from the bank and transport using a cab to various destinations to pay for goods and services. The
bag could carry between ten and twenty million shillings.

13. She carried oui so many transactions in her bank accounts but could nol remember details of
most ofthem and would submit before the Committee once she interrogates the documents.

14. She further confirmed that excavation and transportation of materials from the quarries were done by
the NYS. Her work was mainly to supply materials for roads. NYS had established different quarries

located in Rongai and her work was to facilitate and make payments for the materials. There were no
receipts issued as proofofpayment and was not able to account for the payments.

15. On another note, she informed the meeting that she only got to meet Mr Ben Gethi on the day when
they were arrested. She never knew hirn before then.

16.When tasked to give an explanation as to how she had spent Kshs. 1.6 billion and requested to
provide receipts as well as a breakdown of how much taxes she had paid to KRA, Ms. Kabura
confirmed to the Committee that she had never paid any tax returns to KRA.



17. That the RTG's made were to pay for other businesses including vector controls. The individuals
were suppliers ofother materials and services.

l'he Committee compelled Ms. Kabura to provide all statements bearing all transactions in pursuant to
Article 125 of the constitution for the period within the NYS investigations for her companies below;

I . Leaming Gate Trading
2. Benchmark Coaching

3. Examatrix Solution

4. Ambition Learning Equipments

5. Inspired Training Technology

6. ClassroomTechnologies

7. Critical Mass Electrical
8. Gilgrain General Supplies

9. Bright Thinking Traders

10. Cilnark General Supplies

'I'hrough her lawyer Ms. Kabura requested for another session to be held in camera since information she

was to table was confidential. The Committee accepted the request but unfortunately the witness was not
willing to open up and share more information.
The Committee was displeased by the manner in which Ms. Kabura responded to questions raised before

her. She took the Committee casually and was not willing to answer questions raised candidly and to the

satisfaction of the Committee.

She was deemed to have been used as a conduit that took laxpayers money and transferred to other
individuals.
She was accompanied by a lawyer who misguided her in responding to questions raised by the Committee.

Mr. Peter Mwangi, Chief Executive Officer, Old Mutual Ltd rvas scheduled to appear before the Committee
at 3.00 p.m. but the meeting could not take place because the earlier scheduled meeting took longer than
anticipated to conclude. The Committee therefore requested to have the meeting rescheduled to another date.

Signed
(Chai rson)

,^r".?.fr..>..%(+

MIN No. 1332/2016: SUBMISSION OF EVIDENCE ON TIIE SPECIAL AUDITOR GENERAL'S
REPORT ON ACCOUNTS OF THE NATIONAL YOUTII SERVICE MADE IN CAMERA:

MIN No. 1333/2016: ANY OTHER BUSINESS

MIN No. 1334/2016: ADJOURNMENT

There being no other business, the meeting adjoumed at thirty minutes past five O'clock in the evening.
Next sitting would be held on 26s October, 2016 at 2.30 p.m.
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The Chairman called the meeling to order at quarter past four O'clock in the afternoon. All present

introduced themselves.

MIN No. 1336/2016: CONFIRMATION OF MINUTES

The agenda item was deferred to the next sitting. There were thus no matters arising.

Ms. Muthoni Kimani submitted as follows:
l. The Asset Recovery Agency was established under Section 53 ofthe Proceeds of Crime and Anti

Money Laundering Act. No.9 of2009 (POCAMLA) as a semi- autonomous body under the office of
the Attorney General. That the mandate of ARA was to identifo, trace. freeze and recover all
proceeds of crime as set out in Section 54

2. The Agency relies heavily on investigators and prosecutors reports in to carry out their mandate thus

making it hard to operate. The Agency started with Civil cases and relied on police powers to have

mentioned assets seized. Initially the Agency did not have the capacity to execute its mandate
efficiently and effectively.

3. The Agency is one of the Law enforcement agencies constituted under the Multi_ Agency Team
(MAT) in November 2015 to enhance the investigation and prosecution ofcorruption and economic
crimes.

4. On or before November, 2015 the Agency received instructions from DCI through the Banking
Fraud Unit to freeze certain Assels traced during the investigalions into the embezzlement of Kshs.
791, 385,000 from NYS

5. Some ofthe assets which were preserved, seized and or frozen by ARA included;
i. Range Rover Vogue KCB 7502 worth Kshs. 23, 489,000 belonging to Patrick Ogolla and

John Kago

OFFICE OF THE AUDITOR GENERAL

TITEASURY

MIN No. l3J5/2016: PRELINItNAltlES

MIN No. 1337/2016: SUBMISSION OF EVIDENCE ON THE SI'ECIAL AUDITOR GENERAL'S
REPORT ON ACCOUNTS OF TIIE NATIONAL YOUTH SERVICE: MS.
MUTIIONI KIMANI. DIRECToR ASSET RECOVERY AGENCY
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6. That in accordance with POCAMLA the Agency instituted forfeiture proceedings in respecl ofthe
assets preserved by the Agency.

7. In October, 2016 the DCI attached four police officers to assist and enhance the Agency's operations
both covert and overt, to trace and seize assets from suspects and criminals.

8. That the Court orders prohibiting the transfer of the vehicles had been registered with NTSA. The
detailed list of the motor vehicles under preservation orders had been circulated country wide in the
police stations. traffic base vide police signal dated 17/1012016. A letter was dispatched to NTSA
instructing them to cancel the vehicle licences.

9. That the letter dispatched to the Association of Kenya Insurers requesting for particulars ofeach
vehicle's insurance.

10. Another letter was written by the police to Mwananchi Microlink Limited requesting for details of
charge after investigations and search for the vehicles established that the two vehicles KCE 8527
and KCD 536P registered in the name ofPaul Kinuthia Gachoka were charged.

I l. She further informed the meeting that the Agency faced some challenges including;
i. Removal of the lead investigating officers derailed the progress and filing of further civil

recovery proceed ings.

ii. Multiple Court proceedings challenging the freezing and preservation orders (before the
High Court and Magistrate Court

iii. [nadequate capacity in ARA and inadequate appreciation of POCAMLA and the role of ARA
in the criminaljustice systems

iv. Legislative gaps in the institutional framework for the efficient performance of ARA.
12. They were only dealing with assets mentioned in the 79lm scandals mentioned. She now has Police

officers who can quickly move in and interrogate any assets emanating from criminal activities and
reported to ARA

13. The Agency took up cases ofpublic interests and those cases to which they were able to manage the
assets

l4.The Agency is currently offering technical training to enable officers handle the asset recovery
process efficiently. They are also working hand in hand with the Judiciary for quick execution and

coordination in terms ofasset recoveries.

15. Though the Agency was handicapped in many ways, they worked very hard to carry out their duties
and achieve their mandate.

I\{lN No. 1338/2016: AD.IOURNMENT

There being no other business, the meeting adjourned at thirty minutes past five 0'clock in the evening.
Next sitting would be held on 2nd November ,2016 at 10.00a.m.

Prohibited sale of Plot LR No. 8361/ l2 in Thika worth Ksh. 35m for Charity Wangui Gethi
Eden Times Restaurant in Moi Avenue at LR209/412/l/Mercury worth Kshs. l6m belonging
to Ms. Charity Wangui Gethi
Muthaiga North and House and plot LR No. 14902/38 worth Kshs. 45m for Ms. Charity
Gethi
House at Rosslyn Estate LR No. 2lll/97 worth Kshs.63,513,000 owned by Ms. Charity
Wangui

Masionette House at Kasarani LR No.20857/190 bought by Mr. Sam Wachanje alias Sam
Mwadime worth kshs. 21850,000 registered under Susan Mkiwa Mndanyi
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IIIIN No. 1339/2016: PRnLIMINAIIIES

The Chairman called the meeting to order at twenty tlve minutes past ten O'clock in the moming. All
present introduced themselves.

MIN No. 1340/2016: CONF IIi.MATION OF MINI.I'tI]S

The agenda item was deferred to the next sitting. There were thus no matters arising

MIN No. l3dl/2016: SLIB MISSION OF EVIDENCE ON 'I'IIE SPECIAL AUDITOR GENERAL'S
ON ACCOUNTS 0F THE, NATIONAL ENG. PETER MAN tTt

FORMER PS PLANNINGI

Eng. Peter Mangiti, former PS Planning submitted as follows;
l. That the NYS empowerment programme of Government was a noble and potential game changer on

empowerment of youth in the country, and as a person who was part of its implementation; he

endeavoured to enthusiastically contribule to the realization ofthe dream.

2. The NYS, just like the entire Ministry, suffered from systematic sabotaging of the organizational

structure and reporting lines that emanated from the leadership style at the Ministry from the onset.

3. 'Ihat the failures including fraud that have bedevilled the institution were as a result of this leadership

style and vested personal interests.

4. On rationale for increase of budgetary allocation and further allocation of Supplementary Budget he

informed the meeting lhat the basis was the Government's Youth Transformation and empowerment

agenda, which National Youth Service was now expected to spearhead. To prepare the NYS for this role,

a 5-point transformation framework was developed through a consultancy support.

5. That the document developed by the Consultant was the basis ofactivities and work plans developed for

the NYS, which resulted in increased allocation in the period under review. However, activities for the

revised budget of KShs.3.5billion obtained by the Ministry towards the end ofthe Financial year, while

in principle had a basis in the overall work plan, did not emanate from the National Youth Service as the

implementing agency. This money was requested for directly by the then Cabinet Secretary with neither

the input ofNYS nor the PS's as the Accounting Officer, such that when the supplementary budget was



ganted, the CS gave instructions through one of her advisors Betty Maina to the DG NYS on how the

money was to be allocated in the IFMIS (He submitted a handwritten note with instructions).

He further submitted that on matters NYS, the CS exercised direct control and also through her advisors,

and the Consultant: The Consulting House, who reported directly to her.

6. Regarding the Ministry's Procurement Plan related to NYS for FY 20l3l2}l4 and FY 2014/2015 and

subsequent alignment to the 5-point vision he informed the meeting that;

i. In line with the requirements ofTreasury and as a Cabinet directive, the ministry prepared annual

work plans and procurement plans from the program - based budget appropriated by the National

Assembly.

ii. The work plan and procurement plans were prepared by the respective departments in line with

their allocations and program targets, consolidated by the procurement unit and reviewed by the

state department before his signature. Thereafter. the State Department would forward it to
Cabinet through the Cabinet Secretary for endorsement before loading into IFMIS system to

trigger release of funds by the National Treasury.

iii. That the implementation of 5-point vision for NYS commenced in the FY 2014/2015, and it was

the year in which alignment to the vision took place by identification and planning for the

implementation of the specific targets of the vision to be implemented that year.

iv. The Consultant helped to define key transformation areas in NYS

7. On rationale for centralization of procurement at NYS he submitted that as the Accounting Officer, and

as a technical person, the PS did not find it prudent to centralize procurement given the structure and

activities of NYS, where the main activities and populations of the Service were for the most part in far-

flung units. This was a directive given by the Cabinet Secretary. citing an executive decision that he had

no authority to question.

8. That the transfer of Mr. Japhter Rugut from the NYS was executed through the Central Posting

Committee chaired by the Chief of Staff and Head of Public Service. He was at that time a member of
the Committee and conveyed its decision to Mr. Rugut formally. However, prior to that, he had called

Mr. Rugul to his office and informed him on what was in the offing and prepared him for it.

This happened when the Consulting House Consultants were already on board.

9. He informed the Committee that Mr. Adan Harakhe was headhunted by the CS Anne Waiguru with the

assistance of Hassan Noor who was the Director of Administration in the Ministry. He was brought into

the Ministry through the Central Posting Committee under the Chairmanship of the Chief of Staff and

Head of Public Service, Joseph Kinyua.

That to his knowledge Mr. Harakhe was never promoted on Eng. Mangiti's authority, as insinuated in

earlier presentations made to the commiftee by the Secretary, Public Service Commission. Furthermore,

such a promotion went beyond his Terms of Reference.

10. On reasons for revocation of appointment of Dr. Nelson Githinji as AIE Holder and replacement with

Adan Harakhe, he submitted that it was the Heads of Depa(ments and Directorates who were appointed



AIE holders by the Accounting Officer. However, in consideration ofexigencies of work, a subordinate

but senior person could be appointed, but with very clear reporting instructions since the head of

directorate/department had to retain overall responsibility. That he made that very clear in his

appointment letter to Harakhe.

He further stated that in that particular circumstance, it was the Cabinet Secretary who gave this

directive during a Senior Staffmeeting held on lSih February 2015

I | . He leamt about the involvement of the Consultant, the Consulting House when the then DG Mr. Japhter

Rugut briefed him about the directive of the Cabinet Secretary that a consultant take over the

restructuring and rebranding ofNYS. He advised the DC that the relevant provisions ofthe procurement
' 

law and regulations must be adhered to and proper justilicarion made for the choice of procurement

method.

12. Based on the requisition and the negotiated terms of engagement, the Ministerial Tender Committee

made a determination and award and forwarded an award letter for his signature, followed by the

Consultancy Contract.

The Terms of Reference for the consultancy included development of a new strategic direction for the

effective utilization of the NYS as a catalyst for transformative youth development in the country, and

implementation support services to the NYS.

13. Given that the process of payments for goods and services through IFMIS was an elaborate process

requiring processing and /or authorization by specifically appointed personnel, it was impossible for this

payment of Kshs. 12.5m to Consultancy House to have been made erroneously. It therefore pointed to

possible collusion with intention to fraud by the concerned officers. As Accounting Oflicer, it was

difficult for him to detect such an occurrence since he had no direct operational role in the processing

and approval of payments in the IFMIS system.

14. On procurement and payment of contract for supply of goods and services worth Kes 791.385,000 for

construction of 3.5km Road in Kibera he reiterated that the 3.5km road in Kibera was to be undertaken

by NYS personnel and equipment in cooperation with other government agencies to demonstrate the

potential for NYS to undertake such works at costs lower than the market. When the works commenced,

he made it clear to the NYS thal they would execute the works using NYS personnel and equipment

while getting construction materials from suitable source quarries with the assistance of the KURA who

were implementing partners.

15. He also stated that given that the sourcing of materials deviated from what had been the initially agreed

method of delivering the road, and the fact of inflation of rates through wrong entries into the IFMIS

system as unearthed by the investigations, there was definitely no value for money on these works.

I 6. On procurement for supply of goods or services worth Kshs.609, 252,760.60 related to various supplies

he indicated that the procurements and subsequent payments did not emanate from approvals through the

Ministerial Tender Committee, through which he would be made aware of their existence. Those



officers within NYS and specifically the AIE holders at that time bore responsibility for using this

method of procurement and subsequently approving payments.

17. Regarding fraudulent payment ofKes.240, 751,576.06 purportedly to Yourh cohorts, he submitted that if
the payments were fraudulent, then the concerned persons may not have adhered to instructions given.

18. The initiative for sensitization of beneficiaries ofthe 30% spend directive (AGPO) by the executive was

driven directly by the Cabinet Secretary. The procurement of Publicity Services for Kes.302,458,690.00

to Out of the Box Ltd went through an open tender process. Since the activity fell under the budget

programmatic area of Women and Youth Empowerment, under which NYS also fell, the budgetary

provision for the activity was under the NYS item for consultancy services.

19. On use ofa forged Supplies Branch Circular for the procurement of goods/services worth Kes.222,

122,919,he stated that should the payments be found to be fraudulent, individual responsibility should

prevail.

20. On inegular payment of Kes.360, 315. 00 to permanent staff of NYS he informed the meeting that

according to the design of the program, and in compliance with labor laws, only the community youth

(cohorts) working with the NYS servicemen and women in the respective community projects were

eligible to be paid daily wages. out of which a portion was retained as savings in their respective

registered SACCOs. Further, he stated that if any payments were made to permanent NYS staff, then

individual responsibility should prevail.

21. He stated that if reallocation of Kes.55l, 750,000 to fund NYS activities took place, then it was an NYS

intemal decision that did not obtain the authority ofthe Accounting Officer. That the management and

transfers ofwages to cohorts was an operational responsibility ofthe NYS as the implementing agency.

22. On operations ofbank accounts by the NYS without Treasury Approval he informed the meeting that he

had given clear instructions to the DG NYS on the matter when it came to his attention that proper

procedure was not being followed in the opening and operation of accounts by NYS and therefore

expected the laid down procedure to be followed.

23. On chronology of actions he took as Accounting Officer to mitigate loss of public funds when the matter

of fraudulent transactions in IFMIS was first raised, he submitted before the committee an outline of the

steps he had taken touching on the following;

a) Dissuasion of Harakhe on involvement of DCI;

b) Threots to Harakhe on Fallow-Up with DCI;

c) Initial notification to DCI to commence itNestigations,'

d) De -commitme nt offraudulent payme nts ;

He further submitted that:

. He had directed that all pending bills from NYS and other directorates of the State department be

subjected to re-audit by the State Department internal Audit unit before being considered for

payment



. He gave instructions that all payments whose basis was Supplies Branch Contracts should not be

honoured until the National Audit Office had carried out forensic audit on the same

. He wrote to the National Audit Office to carry out forensic audit on payments that the intemal audit

unit had found not to be properly supported, including supplies branch contracts;

o On observing that Inspections and Acceptance Certificates are the weakest link in accountability for

payments, he put an internal team together, led by the procurement unit, to design a standard

Inspection and Acceptance Certificate, which he proposed to the National Treasury to consider and

adopt as an accounting documentjust like LSOs LPOs that were in use across govemment. He was

not aware whether Treasury ever considered the suggestion.

24. Regarding failure by the Ministerial Tender Committee to ratify NYS procurements above the prescribed

threshold he stated that other than procurement using purported supplies branch contracts, he was not

aware of any procurement above the prescribed thresholds that were not processed by the Ministerial

Tender Committee.

In his concluding remarks, he informed the meeting that he was open to investigations and will

appreciate a thorough forensic audit to confirm any allegations. That he had no interest on the NYS

tenders and that the audit would exonerate him from constant malicious propaganda and negative

publicity regarding the beneficiary companies of the stolen funds namely: BORA GLOBAL,

FAHAZA LTD, BLUE STAR, LUKENYA EARTH MO\'ERS, ALPHA MERCANTILE,

BRAND ASSOCIATES, GREENBERG HOLDINGS, BRANTDSPARK SI,JPPLIES, FRESCO

INTERNATIONAL, ETC. ln addition, he was confident that such a detailed audit, including the

money and paper trails, would unmask the real schemers ofthe looting at NYS.

He presented copies of memos, letters, invoices, LPOs, LSOs, and other documentary evidence to
support his submission before the Committee.

o. 1342/2016: ADJO

Ihere being no other business, the meeting adjourned at ten minutes to five O'clock in the evening. Next
sitting would be held same day at 5.00 p.m.

Signcd.. DAte
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MINUTES OF THE THREE HUNDRED AND FORTY FOURTH (344T'\ SITTING OF THE
PUBLIC ACCOUNTS COMMTTTEE HELD ON WEDNESDAY 2IiD NOVEMBER. 2016 AT 5.OO

P.M. IN COMMITTEE ROOM 9. MAIN PARLIAMENT BUILDINGS

PRESENT
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TR-EASURY
I . Mr. Ceoffrey Mwitari
2. Rev. Kimathi Kwiriga

Parliamentary Liaison Offi cer

Accountant I

OFFICE OF THE AUDITOR GENERAL
Mr. Raphael lkame Parliamentary Liaison Officer

The Chairman called the meeting to order at ten minutes past five O'clock in the evening. All present

introduced themselves.

Mr. Jeremy Awori, Managing Director, Barclays Bank appeared before the Committee accompanied by
I . Mr. Waweru Mathenge - Head of Legal and Secretarial Services

2. Mr. Laban Omangi - Head of Compliance

' 3. Mr. Paul Ndlingi - Company Secretary

4. Ms. Ann Nderi - Corporate Relations
5. Mr. Noah Cheptumo - Senior Manager, Forensics

6. Mr. Samuel Lasoi - Head of Financial Crime
7. Mr. Cecil Miller - Advocate

(Information submitted is available in the National Assembly Clerk's office on request)

MIN No. 134612016: AI).IOURNMENT

There being no other business, the meeting adjourned at ten minutes past seven O'clock in the evening. Next
sitting would be held 3'd November, 201 6 at I 0.00 am.

Signed.....
(Chairp

o",".2...K Z'2-ot)

MIN No. 1343/2016: PRELIMINARIES

MIN No. l3,l,l/2016: CONFIRMATION OF MINUTES

The agenda item was deferred to the next sitting. There were thus no matters arising.

IVIIN No. 1345/2016: SUBMISSION OF EVIDENCE ON THE, SPECIAL AUDITOR GENERAL'S
REPORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: MR.
JEREMY AWORI. MANAGING DIRECTOR. BARCLAYS BANK:

The witness requested for the session to be held in camera since information they were to table was
confidenlial as protected by the CBK Prudential Guidelines. The Committee accepted the request
after determining the information to be tabled was not in the public domain and touched on several
clients of the bank
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TRN,ASURY
I . Mr. Geoffrey Mwitari
2. Rev. Kimathi Kwiriga

OFFICE OF THE AUDITOR GENERAL
I . Mr. Raphael lkame

2. Mr. Andy Waichigo

Parliamentary Liaison Offi cer

Accountant I

Parliamentary Liaison Offi cer

Manager Audit

The Chairman called the meeting to order at twenty five minutes past ten O'clock in the moming. All
present introduced themselves.

I'I[ll!o. 134812016: CONFIRMATION OF MINUTES

The agenda item was deferred to the next sitting. There were thus no matters arising

N'ls. Ann Waiguru, former CS Devolution and Planning submitted under oath as followsl

MIN No. 1347/2016: PRELIMINARIES

MIN No. 1349/2016: SUBMISSION OF EVIDENCE ON THE SPECIAL AUDITOR GENERAL'S
REPORT ON ACCOUNTS OF THE NATIONAL YOUTH SERVICE: MS ANN WAIGURU.
FORMER CS MINISTRY OF DEVOLUTION AND I'LANNINGI

l. She informed the meeting that Mr. Ben Gethi had earlier stated that she was the one who "fixed" him

with regards to NYS matter through the DCl. ln her facts about the matter, she stated that Mr. Cethi was

facing 6 charges from 4 different agencies being,

i. Attempted fraud of Kshs. 828.6 million and theft of kshs. 791 million from NYS funds by DCI

ii. Money laundering by BFIU

iii. Tax evasion by KRA

iv. Lack ofdelivery ofelection material to IEBC

That Mr. Gethi could not explain the coincidence between withdrawals of monies by Josephine Kabura and

deposits of similar amounts into his account.

That he could not explain why he was transacting large amounts ofmoney in cash

2. She said that DrNelson Githinji had stated that he was not in control ofNYS because he was removed as

an AIE holder, claimed he was innocent and didn't know what was happening and also claimed thal Mr

Harakhe reported to her and that she worked through Mr. Harakhe. According to her facts, Ms Waiguru

informed the meeting that Dr Cithinji was the AIE holder when kshs. 791 million was stolen from NYS.

That Dr. Githinji was anaigned in court for forging government documents during his tenure as the DG

NYS, by having his personal car serviced as if it was a govemment vehicle and that Dr. Githinji was the



service Commander of the NYS drawing his mandate and Authority from the NYS act and the

appointing Authority.

She submitted to the Committee, sample correspondence between herselfand the DG

3. She informed the Committee that Mr Samuel Wachenje had claimed that he signed off the payments

under duress from her. She was quick to correct his statement by stating that she had never spoken to

Mr. Wachenje as he was not within her reporting line. That he had been found with Kshs. l0 million in

his account, Asset Recovery Agency found a property worth kshs. 21.8 million in Kasarani, a plot in

Ruiru worth kshs. 3.8 million, 3 Toyota Prado worth a combined value of Kshs. 13.5 million between

2014 and 2015 and that he could not explain the source of funds. That during the raid by EACC on l't
December,20l5, he was found to be in possession ofabout kshs. 5 million in cash.

4. She also stated that Mr. Hendrick Pilisi had claimed that she issued verbal instructions and that he was

supervised by her advisors. She submitted before the Committee copies of correspondence addressed to

the DG showing all her instructions in writing.

5. She further submitted that Eng. Peter Mangiti had claimed that she micro- managed him and blamed her

for the loss in NYS. She stated her facts on that matter as follows:

i. That all instructions by herselfto the PS were in writing and in line with her mandate

ii. That Eng. Mangiti as the former Principal Secretary was the accounting officer of the Ministry.

That according to the PFM Act, section 68(l), an accounting officer for the national govemment,

entity, Parliamentary Service Commission and the Judiciary should be accountable to the

National Assembly for ensuring that the resources for the respective entity for which he or she

was the accounting officer are used in a lawful, authorised, effective and efficient manner.

.iii. There was no proofofsuch correspondence from him to Ms Waiguru or anyone else according to

the requirement of the law.

iv. That Eng. Mangiti had lied to the Committee in the past by submitting a fake asset register of the

Ministry of Devolution and Planning in November, 201 5 that sent the country reeling with rage,

That he then went on national TV and admitted to submitting an erroneous register and requested

for more time to submit the true register.

6. In addition, she informed the meeting that Ms. Josephine Kabura had made outrageous claims on her

alleged interactions with various persons in the execution of the heist in NYS. On this note, Ms. Waiguru

informed the meeting that Ms. Kabura had been recommended for charges by the DCI on perjury for

lying under oath with regards to her affidavit. Ms. Waiguru informed the meeting that she was on record

that she had never met or interacted with Ms. Josephine Kabura.

She submitted a copy of her responding affidavit responding to the allegation by Josephine Kabura as

well as a network map ofphone communication between Ben Gethi, Josephine Kabura and other persons

in the network.

a
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7. On systematic accelerated deployment of Mr. Adan Harakhe to the non-existent position of Senior

Deputy Director, she informed the meeting that the allegations were untrue. She stated that the actual

facts were as follows;

i. That Mr. Harakhe was transferred to the Ministry in November,20l4.

ii. That she had never met Mr. Harakhe before he went to the Ministry.

iii. That he was appointed as a Deputy Director. reporling to the Director General NYS

iv. The manner in which he was transferred was in accordance with the common procedure of

transfers involving civil servanls.

v. When Mr. Harakhe was transferred to NYS he was not the AIE older. He was appointed the AIE

holder on l9u February, 201 5 and was established in the system on 24rh February, 201 5.

vi. That during the time when NYS lost Kshs. 791 million, the substantive AIE holder was Dr

Nelson Githinji and the altemate AIE holder was Mr. Wachenje, the finance director.

vii. That even after Dr. Githinji's appointment as AIE holder was revoked on l9d February, 2015, he

continued to have access to the IFMIS and made approvals as late as 20d May, 2015

viii. That when Mr Harakhe was the AIE holder, they were able to stop the attempted fraud of Kshs.

695 million

ix. That the PSC supported the re-organization and engineering of the NYS and approved the

proposed organization structure and established the Deputy Director General Administration and

Operation and Deputy Director Ceneral Technical Programmes vide letter reference no.

PSCI2/INOL I I I of 186 June, 2014 and letter ref No" PSC/2,NYS/35(5) of 15ft July, 2015

She submitted a copy of letter from PSC to the Ministry approving the proposed

organizational structure as well as a copy of central posting order transferring Mr.

Harakhe from the Ministry of Interior and Coordination of National Government.

8. On reasons for the revocation of the appointment of Dr. Nelson Githinji as the AIE holder and

replacement with Mr. Adan G. Harakhe, Ms Waiguru informed the meeting as follows;

i. That reference was made to the letter dated l9m February, 2015 by the PS planning to the DG,

revoking his AIE. In the letter he cited the need for the DC to have sufficient time to provide

oversight and drive the institution.

ii. That there were concerns about the DC's of the programme. lt was incisive to note that one of
the concerns that had been raised was the cost of the Kibera project, this was after the DG

confirmed that a toilet had cost Kshs2.2Million and the road costed Kshs33.5 Miltion per km

despite the fact lhat NYS was using its own machinery and own labour.

iii. That in a memo dated 22'd January,2015 addressed to the PS, Ms Waiguru had raised the issue

of the costing of the road which was much higher.

iv. That in another memo dated 22nd lanuary,20l5 addressed to the PS she also raised the issue of
general costing being very high and the need to look into it as well as reminding the PS of his

obligations as the accounting oIficer.

t



v. That in subsequent meetings held on 9'h February, 2015 and l8rh February, 2015 the matters were

discussed and it was agreed that the functions of leading the organization and undertaking

administrative functions be split to allow the DC focus on driving the vision and steering the

organization.

She submitted copies of the memos, minutes of the said meeling as well as letters by PS

Planning to the Committee for their perusal.

9. On questions relating to procurement, she answered the questions by clarifoing the roles and functions of
a Cabinet Secretary vis a viz the roles and functions of the Principal Secretary according to Article

152(2) and 226(2) of rhe Constitution, Section l2 of the National Govemment Coordination Act 2013,

section 67 and 68(l) of the PFM Act 2012 as well as section 27 (2) of the Public Procurement and

Disposal Act of 2005 and section 7 of the subsidiary regulations of 2006 outlined the functions of the

Principal Secretary and on the other hand, Article 153(2) ofthe Constitution and section 9 and l0 ofthe

National Govemment Co-ordination Acl 2013 outlines the roles ofthe Cabinet Secretary is responsible

for policy formulation, direction and coordination. The cabinet secretary does not engage in the

procurement process at any stage, and does not even receive any documentation with regard to the

procurement plans

10. Regarding rational for the increase in budgetary allocation for the period under review, she informed the

meeting that she made the request for the supplementary budget as the Cabinet Secretary responsible for

the NYS and proceeded to defend the same in Parliament in line with her mandate.

I L That in line with the s-point plan, the government was expanding and revamping the institution,

introducing a new way of community engagement and expanding the types of projects it undertook.

Thus there was an;

i. Expansion from the recruit base of only 4,000 to over 20.000 per annum. For the NYS to

accommodate the increased number, it needed to expand the facilities including

accommodations, beds, bed linens, uniforms, food, and personal effects for recruits, etc.

ii. Engagement ofover 80,000 community youth every year, eaming a daily wage ofkshs. 471

iii. Requirement for tools and materials for community projects during national service

That the budgetary increase was to cover the expansion in expenditures occasioned by the

fivefold increase in numbers

12. That it was normal for Cabinet Secretaries to request the CS for finance at the National Treasury to

consider the Ministry's request. In that case, the letter would be drafted by the respective PS and

forwarded to the Ministry for signing.

She submitted to the Committee detailed presentation of the S-point plan, memos by PS and letter

to the National Treasury seeking additional funds.

13. She informed the meeting that the transfer of Mr Japhter Rugut as Director General from the NYS and

his replacement BY Dr Cithinji was in no way a controversial but a normal practice in line with



govemment regulations and procedures. That the transfers were undertaken through the Central Posting

Unit.

She submitted to the Committee copies of correspondence on the said transfers.

14. She finally submitted that she had no interest in any ofthe firms that won tenders for the supply ofgoods

and services to NYS or did business for the Ministry.

The Committee directed Ms. Waiguru to amend the table she had submitted to the Committee on the

breakdown of Kshs. 791 million by capturing all the AIE holders and their alternates for the period

under investigation before re-submitting il to the Committee.

MIN No. 1350/2016: AD.IOURNMENT

There being no other business, the meeting adjourned at ten minutes to five O'clock in the evening. Next
sitting would be held on Tuesday llth November, 2016 at 10.00 a.m.

Signed o^,".?.-..K.:.?..:.?otI
(Cha n)
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Chief Accountant

The Chairman called the meeting to order at thirty minutes past eleven o' clock in the moming. A prayer
was said followed by introductions by all present.

MIN No. l3ll5/2016: CONFIRMATION OF MINUTES

The agenda item was deferred to the next meeting. There were thus no matters arising

,

No. 1386/2016: SUBMISSION OF INFORMATION IIY MIt. HILLARY KIPR ICH SI EI
THE MANAGING PARTNER SINGOEI. MURKOMEN & SIGEI
ADVOCATES

Mr, Hillary Kiprotich Sigei, the Managing panner Sing'oei, Murkomen & Sigei Advocates appeared
before the Committee and submitted on oath as follows;

)

OFFICE OF THE AUDITOR GENERAL

I . Mr. Raphael Ikame

TREASURY

I . Mr. Geoflrcy Mwitari

MIN No. 1384/2016: PR-ELIMINARIES

Parliamentary Liaison Officer

The Submission on the National Youth Service (NYSI Snecial Audit reoort.20l5

l. He acknowledged having received kes. 8 Million From Out of the Box Solutions through their
advocate client Account held at Co-operative bank, Parliament road branch.

2. That to ensure full disclosure the firm also received kes.7 Million from the same client deposited

into their account held at Family bank retail branch

3. He further submitted that as an Advocate firm they were approached by one Ben Gethi to represent
him in the case before the Banking Fraud Investigation Unit (BFIU) on a matter he was involved in
money laundering.

4. The committee was informed that the firm ceased to represent Ben Gethi in Court on the matter from
25th Sept, 201 5 due to the involvement of other advocates. The firm is yet to be paid the legal fees

for the service rendered

5. He noted that the money paid in by the Out of the Box Solution was transmitted to lWS. Kigen &
Company Advocates in Eldoret for purchase of property as instruct€d by the client.

6. A total of Kes. l3 Million Was transferred to M/S. Kigen Advocates to facilitate the purchase of the
parcel ofland (Title deed attached).

7. On the presentation of the bank statements as requested by the comminee, he noted that the firm
needed express authorily from the concemed clients. But he was overruled by the committee and
compelled to submit these documents. The committee invoked Article. 125(2) of the Constitution on
the submission of evidence before a Committee of Parliament.

8. He further submitted that the client Out of the Box Solution is under investigation by the EACC as

relates the parcel of land in Eldoret. The law firm also appeared before the EACC to shed light on the
matter.

9. The instructions given by the client forrepresenlatio in court were verbal and therefore formed the
basis ofappearance before the matter, Ben Gethi



t

10. As of any knowledge or relationship with Josephine Kabura, he informed the committee that he does

not know Josephine Kabura nor represented her in their course ofa duty as an Advocate firm.
I l. That any further information sought by the committee the firm is ready and willing to submit at the

request of the Committee.

12. He thanked the committee for according him time to make this submission which goes well in

unravelling the loss of funds in the National Youth Service.

MIN No. 1387/2016: COMMITTEE OIISERVATIONS

Members noted that there were inconsistencies in the submission made to the committee and requested that
the following should be provided;

a) Bank statements for the period January, 2013 to date on the Advocates client Account held in

Family bank and Cooperative bank.

b) Written instructions by the client OBSL for the purchase ofland in Eldoret.

c) Land valuation report.

d) Land transaction arrangements including the agreements thereof.

e) The invoices detailing the conveyance fee paid to Singoei, Murkomen & Sigei Advocates and

M/S. Kigen Company Advocates.

f) Explanations on the individual transactions as relate to the submitted bank statements both

Cash and RTGs.

g) The firm's relationship and dealings with Mbugua, Atundo & Macharia Advocates.

Based on the above deliberations and request made the witness is scheduled to appear on Thursday t5th

December,20l6 having submitted the above documents.

MIN No. 1388/2016: ADJO I]RNMENT
There being no other business, the meeting adjoumed at Twenty minutes past One O'clock in the aftemoon.

Nexr sitting would be held on 8s December, 2016 at 2.30 p.m.
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(Chairperson
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z'241+Signed.
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Rev. Kimathi Kwiriga

MIN No. 1409/2017: PRELIMINARIES

The Chairman called the meeting to order at four minutes past eleven o'clock in the moming and said a
prayer.

MIN No. 14l0/2017: CONFIIINIATION OF MINUTES

Date... . l+.2''%tl
I

I

,

,

(Cha son )

NATIONAL TREASURY

The agenda item was deferred to the next sitting. There were thus no matters arising.

MIN No. l4ll/2017: ADOPTION oF THE REPoRT oF THE pUBLIC ACCoUNTS GoMMITTEE
ON THE SPECIAL AUDIT REPORT OF MAY 2016 ON THE ACCOTINTS OF THE NATIONAL
YOUTH SERVICE

The Committee unanimously adopted the report with amendments.

MIN No. 1412/2017: ADJOURNMENT

There being no other business, the meeting adjourned at half past twelve in the aftemoon. Next sitting would
be held on notice.

Signed.


