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C.I'l A I IIPERSON' S I..'OI{EWORD

Hon. Speaker, on behalf of the Special Funds Accounts Committee and under Standing Order 199,

it is rny pleasant duty and honor to present to the House the report of the Committee on audited
Ilnancial statements fbr:

I) Women Enterprise Fund for the financial years 2018/2019,2019/2020 and202012021.
2) Coffee Clrerry Advance Revolving Fund for the financial years 201912020 and

2020/202t.
3) Strategic Food Reserve Trust Fund for the financial year 2020/2021.
4) Equalization Fund for the financial year 2020/21.
5) National Youth Service - Mechanical and Transport Fund for the financial year

2020/2021.
6) National l{esearch Irund for the financial years 201912020 and202012021.
7) Yor,rtlr Enterprise Development Fund for the financial years 2018/2019,201912020 and

2020/2021.
8) Uwezo Fund fbr the financialyears 2018/2019,201912020 and2020l20zl.
9) Civil Servants Housing Scheme [und for the financial years 202012021 and202ll2O22.

Oversight over natiortai revenue and experrditure is amongst the roles of the National Assembly as

stipulated under Article 95 (4) (c) of the Constitution of Kenya , 2OlO. Further, Article 226 of tlte
CoK provides that an Act of Parlianient shall provide for the designation of an Accounting Officer
in every public entity at the national level who is accountable to the National Assembly for its
financial management. In addition. Article 229(8) mandates this House to debate and take
appropriate action on audit reports from the Auditor.-General.

In fulfilment of these constitutional provisions, the National Assembly established various
CotnmitLees to exzrmine reports of the Auditor-General to asceftain whether public funds are
utilizecl in a larvful. authorized, eff'ective, efficient, economical, and transparent manner. The
Spccial Funds Accounts Committee. which was established in the Fifth Session of the Eleventh
Pat'liament following the review of the National Assernbly's Standing Orders, is one of the
Courmittees of tire l'hirteenth Parliament that examines reports of the Auditor-General.

Exarnination of reports of the Auditor-General for Fund and the Equalization Fund is amongst the
tnandate of the Special Funds Accounts Committee as provided under Standing Order 2054, the
National Assembly Standing Ordels.

I'he Committee held a total of thirty (30) nieetings where it received evidence from the Accounting
Officers:
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l) Eng. Charles Mwirigi, Chief Executive Olllccr, Women Enterprise Fund
2) Mr. Timothy M. Mirugi. Managing Director New Kerrya Planters Co-operative [Jnion (Co(Ibc

Cherry Advance Revolving Fund)
3) Mr. Kello Harsama, Principal Secretary State Departnlent fbr Crop l)evelopnrcrrt arxl

Agricultural Research

4) Mr. Guyo Buro, Chief Executive Officer, Eqr"ralization Fund
5) Amos N. Gathecha EBS ndc(K) Principal Secretary State Department for Public Service
6) Prof. Dickson Andala, Chief Executive Officer, National Research Fund
7) Josiah Moriasi, Chief Executive Officer, Youth Enterprise Development Fund
8) Mr. Peter Lenyapiani, Chief Executive Officer Uwezo Fund
9) Mr. Charles Hinga, Principal Secretary State Department for Housing and Urban Developntent

The oral and written submissions received fornied the basis of observations. lindings aurcl

recommendations of the Cornmittee as or.rtlined in this report under each of the audit queries. I'hese

are also contained in the Minutes and Hansard Reports of Committee proceedings.

FIon. Speaker, I wish to express appreciation to thc Honourable Mernbers of'tlre Courrnittec. tlre

Office of the Speaker and the Clerk of the National Assernbly. the Parliamelltary L.iaison Offlces

of the Auditor-General and the National Treasury and the Committee Secrctariat lbr lzrcilitating

the Committee in the production of this report.

-F-F-.* _._t
HON. FATUMA ZAINAB MOHAMMED, M.P.
CHAIRPERSON. SPECIAL FUNDS ACCOUNTS COMMITTEE
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CHAPTER ONE
I. PRBFACE

l.l Establishment and Manctate of special Funcls Accounts committee
l ' Tlie Special Funds Accounts Committee is one of the six Watchdog Committees of the

National Assembly established under Standing Order 205. It is mandated to examine the
reports of the Auditor Generalon the following:
i) Funds established by stalute or by subsidiary legislation, except Funds under Standing

Order 2058 (Decentralized Funds Accotrnts Commiilee)
ii) The Equalizcrtion Fund;
iii) The Eclualization Fund Advisory Board;
iv) The Political Parties Fund; ancl
t') other./imcl.t cts ,tay bc corrrmunicated by the Honorable speaker

I.2 Committec Membership
2. The Committee comprises the following members:

S/N Name Constituency Party
I Hon. Fatuma Zainab

(Chairperson)
Mohammed, MP Migori (CwR) Independent

2 Hon . Dawood Abdul Rahim, HSC, Mp (Vice
Chairperson)

North Imenti Independent

3 H<l n. Faith Wairimu Gitau, Mp Nyandarua (CWR) UDA
4 Hon. Charles Ngusya Nguna Mwingi West Wiper
5 Hon Dr Christine ombaka Oduor MP, Siaya (CWR) ODM
6 Hon. Erastus Kivasu Nzioka, Mp Mbooni Wiper
7 Hon. Eve Akinyi Obara, Mp Kabondo Kasipul ODM
ft FI o11 J OSC ph Maj Im bo Ka Iaslnga, MP Kabuchai FORD-K
() I Ion. fom Mboya Odege. Mp Nyatike ODM
l0 H on. Catheri ne Nakliabi Omanyo, MP Busia (CWR) ODM
ll Hon. Cecilia Asinyen Ngitit, MP Turkana (CWR) UDA
t2 Hon. Erick Kahugu Warnumbi, MP Mathira UDA
l3 Hon. Joseph Kimutai Cherorot, MP Kipkelion East UDA
t4 Hon. Joshua Odongo Oron, MP Kisumu Central ODM
l5 FIon. Paul Kibichi Biego, Mp Chesumei UDA

8



1.3 Committee Secretariat
3. The Secretariat facilitating the Committee comprises the following staffl

s/N NAME DE,SIGNATION
Serrior Clerk Assistant

Clerk Assistant III

Clerk Assistant lll

1 Mr. Leonard Machira

2 Ms. Comfort Achieng

J Mr. Silvanus Makau

4 Mr. Robert Ngetich Fiscal Analyst II
5 Ms. Judith Kanyoko Legal Counsel II

6 Ms. Bevaline Mosoti Research Offrcer III

7 Mr, Geoffrey Kwaten,ba Media Relations Officer III

8 Ms. Pauline Sifuna Hansard Officer III

9 Ms. Maryam Gabow Public Communicatiot'ts Offi cer III

10 Ms. Pauline Sifuma Hansard Editor III

ll Mr. Peter Mutethia Flansard Audio Officer III

ll Mr. Benard Omondi Serjeant At Arms

o
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I.4 GENERAL OBSERVATIONS AND RECOMMENDATIONS

4. During the examination of the audited reports, the Committee made the following general

observations and recommendations which apply across the examined Funds.

a. Late submission of documents

5. The Cornrnittee observed that:

i. Most of the audit queries raised by the Auditor- General were as a result of the failure

by accounting officers to submit the necessary accounting documentation for
verification during the audit process as provided in Section 3l of the public Audit Act,
2015:

ii. The late sr"rbmission of accounting documentation was because solne Funds relied on

staff from other Ministries Departments and Agencies (MDAs) to file and submit

returns on expenditures- the staffare not accountable to the accounting officer ofthe
Fund' Uwezo Fund for instance depends on the Sub County Youth Officers for the

submission of Constituency returns. The officers cover more than one Constituency;

and leading to delay in subrnission of accounting documentation;

iii. Many Funds opcrations are manual making them take time to prepare and submit the

financial documents.

The Committee recommends that:

i. l'he Accounting Officers to put in place mechanisms to ensure that the Fuld
receives accounting documentation on time in compliance with the provisions

section 68(2Xb) and (c) Public Finance Management Act, of 2012 and regulation

100 of the Public Finance Management (National Government) Regulations,20l5;
ii. The Accounting Officers to ensure timely submission of accounting

documentation required for audit verification during the audit as per the provisions

of Section 3l(4) of the public Audit Act,20l5; and

iii. I'he Accounting Officers to initiate appropriate mechanisms to ensure automation

ofthe Funds processes and operations.

10
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b. Long outstanding rcccivablcs

The Cornmittee observed tliat the recoveries of the loans issucd by the Fr.rnds to youth, wol'llcll,

and financial intermediaries are not up to date with some receivables retnaining ttnrecovered for

more than one year.

The Committee recommends that:

i. The Accounting Officer to ensure that all contracts entered into by the lrund are lawful and

are complied with in accordance with Section 68 (2) (d) of the PFM Act,2012; and

ii. Within three (3) months r.rpon the adoption of this report, the Accounting Officers should

submit the status report for non-performing loans and recovcries made to the Auditor

general for audit verification.

c. Presentation and inaccuracics in the financial stzrtcments

The Committee observed that the issue of presentation and inaccuracies in the financial

statements was noted in almost all the examined audit reports with cases of; wrong classifications

of assets and expenditures. unexplained and unreconciled variances. and Non-compliance to the

format prescribed by the public sector accounting stattdards board (PSASB) amongst otl'lers.

The Committee rccommends that:

The accounting officer ensures that all applicable accounting arrd finarrcial controls, systcnls.

standards, laws, and procedures are followed in the preparation of the financial statements in

compliance with Public Finance Management Act, 2012 and in accordance with the standards

prescribed by the Public Sector Accounting Standards Board as per Regulation l0l(4) of the

Public Finance Management (National Government) Regulations, 20I2.

d. Unresolved prior-year matters

The Committee observed that Prior-year audit issues remained unresolved at the end of the

financial year against the requirement of Section 68(2)(I) of the Public Finance Management Act,

2012 which requires the accor.rnting officer to take appropriate rlleasLlres to resolve any issttcs

arising from audit which may remaitl outstarldillg.

't1



fhe Committee also observed that some accounting officers do not disclose the progress on

follow-trp of the auditor's recomrnendations in tlie financial statements as required by the Public

Sector Accounting Standards Board.

The Committee

(i)

recomrnends that:

within three (3) months upon the adoption of this report, the Accounting

Otficer should take appropriate measures to resolve the outstanding prior audit

issues as required by Section 68(2Xl) of the Public Finance Management Act,

2012 and submit the necessary documentation to the Auditor-General for audit

verification;

The accounting officer ensures that all applicable accounting and financial

controls, systems, standards, laws, and procedures are followed in the

preparation of the finarrcial statements in compliance with Public Finance

Management Act, 2012 and in accordance with the standards prescribed by the

Public Sector Accounting standards Board as per Regulation l0l(4) of the

Public Finance Management (National Government) Regulations, 20I2.

(ii)

e. Weak internal control systems

'l'he Cornmittee observed that there were weaknesses in the internal control systems resulting in:

inadequate documentation, accounting, and reconciliation of accounting records as well as filing
of expenditure returns; deficiency in documentation, authorization, approval, and recovery of
loans.

'l'hc Committee rccommends that;
'l'he Accounting Officers ensures that all applicable accounting and financial controls, systems,

standards, laws, and procedures are followed in the preparation of the financial statements in

compliance with Public Finance Management Act, 2012 and in accordance with the standards

prescribed by the Public Sector Accourting Standards Board as per Regulation l0l (4) of the Public

Finance Management (National Government) Regulations, 2012.

72



(

f. Grounded assets

The Committee observed that:

i. The Mechanical and Transport Fund has seven (7) motor vehicles that have been

grounded for a long time due to various mechanical reasons; and

ii. The Youth Enterprise Development Fund has eight (8) motor vehicles and one hundred

and five (105) motorcyclesthat have been grounded due to various mechanical reasons,

and 907 outdated hatcheries.

The Committee recommends that:

The Accounting Officers seek approval to dispose the mentioned assets in accordance with the

provisions of the Public Procurement and Asset Disposal Act,20l5, and its regulations within

three months upon the adoption of this report.

The Accounting officers to ensure there are proper control systen'ts to eliminate theft, losses.

wastage and misuse of the Fund's assets in compliance with Regulation 139 of the Public Finance

Management (National Government) Regulations, 20 I 2,

13



CI{APTBIITWO
2.0 INTRODUC'I'ION

2.1 Bachground Information
6. The National Assembly's roles irrclude oversight over the national revenue and

expenditure as per Article 95(a) (c) of the Constitution of Kenya. Article 2zg(8)mandates

the National Assembly to debate and take appropriate action on audit repofis within three

months of receipt of the reports from the Auditor-General. Further, section 68(l) of the

Public Finance Management (PFM) Act, 2012 requires accounting officers for national

government entities, including public flinds, Parliamentary Service Cornmission, and the

Judiciary, to be accountable to the National Assembly through the relevant Committee.

7. The Special Funds Accounts Committee is among the Committees of Parliament

established under Article 124 of the Constitution of Kenya, 2OlO, to assist the National

Assembly in undertaking its constitutional mandate geared towards enhanced

accountability in handling public funds.

8. The Committee draws its mandate from Standing Order 205A of the National Assembly

Standing Orders, which requircs it to examine accounts of Funds established by law as

the Speaker may direct.

2.I Guiding Principles: Constitutional and Legal Provisions on Public Finance
9. TIre principles of public finance under Article 201 of the Constitution of Kenya 2010

guided the Committee in the execution of its mandate. The principles require openness,

accountability, public participation in financial matters, prudence, and responsible use of
public funds, Further, Article 226 (5) provides that "If the holder of a public ffice,
includingo politicul r{/ice, clirects or opproves the use ofpubticfunds contrarytolaw or

itt";lt'ttctitttt.v, thc person i.t lioble./br uny loss ctising.fi'om that use cmd shall nrake goocl

lhe loss, tvhether the per,sort rentuins the holder of the ofiice or nol".

10. The various legalprovisions, including the PFM Act, 2012; the Public Audit Act,ZOl5;

the Public Procurement and Asset Disposal Act,2015 as well as established customs,

traditions, practices and usages also guided the Committee. Section 68 (l) of the pFM

Act,2012 provides, inter alia, that- "An accounling fficer .for a national government

entitlt including Public liunds, Parliantenlctry Service Contmission and the Judiciary is

1,4
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accountable to lhe National A.rsembly. The Accounling Oflicer is required to en:sure thqt

the resource,t of the respective entity rt)r which he or she is re:;pansible are u:;ed in q wct.r)

that is lawful and aulhorized, and eff'ective , e./licie nt, economical uncl trun.rpctrcnt. "

11. The Committee relied on these constitutional and legal provisions as the basis for inviting

the accounting officers of the Funds to respond to issues raised by the Auditor-General.

During consideration of the audit reports, the Committee also relied on additional

information submitted to it on the adminisffation and performance of the Funds to come

up with general recommendations geared towards effective management and operations

of the Funds as well as improved accountability and f,rnancial reporting.
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CHAPTEII THIi.EE
3.0 CONSIDBRATION OF REPORT ON THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS FOR WOMEN ENTERPRISE FUND

3.I WOMEN ENTERPRISE FUNI)
12. Eng. Charles Mwirigi, the Chief Executive Officer, Women Enterprise Fund, appeared before

tlre Cornmittee on 23'd February,2023 and 2l't March 2023 to adduce evidence on the audited
financial statements for the Women Enterprise Fund for the Financial Years 201812019,
201912020 and2020 12021. The minutes of the Committee sittings and submissions tablecl by
the Accounting Officer are annexed to this report. The Accounting officer was accompanied
by:

l. Mr. Raphael Kirnolo - Credit Manager
2. Ms. Mariam Sadik - Legal Officer
3. Mr. Paul Wangai - Finance and Administration Manager

3.I.I ITEPOR'I'ON TIIE AUDITED FINANCIAL STATEMENTS FOR WOMEN
EN'I'BITPRISE FUND FOR THE FINANCIAL YEAR 2018/2019
Basis for Qualified Opinion

(1.) Receivables from Exchange Transactions
13. The statement of financial position as at 30 June, 2019 reflects a balance of Kshs 3,167,100,168

in respect of receivables from exchange transactions. Examination of records revealed the
fullowing anornalies:

a) Non-performing Loans to Financial Partners
14. The balance of Kshs 3,167,100,168 in respect of receivables from exchange transactions,

included non-performing loans totaling Ksh 71,780,000 due from eight (8) financial
intermediary partners. However. Management had not made any provision for bad debts,
making the recovery of the loans doubtful.

Suhmission by the Accounting Of'ticer
15. "t'he Accounting Officer submitted that the Fund disbursed Kshsl,84 billion through Financial

Intermediaries between 2007 and 2014. The amount was disbursed to 163,380 beneficiaries
through I l0 institutions. He acknowledged that Ksh 71,330,000 was outstanding from the eight
(8) institutions as reported in the financial year 2018/2019.

16. He further submitted that the management undertook the following measLlres to recover the
outstanding loan:

a) 'l'he Funcl instituted legal proceedings against Pamoja Women Development program
(PAWDEP). Social Initiative Development Entrepreneurs Program (SIDEP), Adok Tilro
and African Women Foundation.

15



b) A Judgment was issued in favour of the Fnnd agairrst Parno.ja Women Developnrent
Progrant (PAWDEP) and Social Initiative arrd Dcvclopnlent Entrepreneurs Program
(SIDEP) for the outstanding loan balance plus cost and interest.

c) The Fund rvas enlistirlg new auctioneers to auction the securitics before the end o[ thc

Finarrc ial Y ear 2022 I 2023 .

1'lre general loan provision of loh, as provided in thc financial rcport. r.vas in line u,'ith thc crcrlit
policy of the Fund.

Observations and Findings of the Committee
17. The Committee observed that:

i. The Fund had non-performing loans of Kshs 71,780,000 as at the end of the financial
year 201812019 due from eight (8) finaucial intermediary partners.

ii. The Fund instituted legal proceedings against the financial irrterrrediaries and a

judgn-rent was issucd in favour of the Fuud agairrst Pamoja Women Developnrent

Program (PAWDEP) and Social Initiative and Developmerrt Entrepreneurs Program

(SIDEP) fbr the or.rtstanding loan balarrce plus cost and inlerest.

iii. Management did not make any provision tbr bad and doubtlirl debts in the {'trtancial

statements.

iv. The matter remained unresolved.

Recommendations of the Committec
18. fhe Committee recommends that:

i. The Accounting Officcr implcmcnts thc Judgemcnt issued in favour of thc Fund

rvithin three months of the adoption of this Rcport to rccovcr the long-outstanding
loans of Ksh 71,780,000 plus costs and interest from Pamoja Women Developmcnt

Program (PAWDEI'>) and Social lnitizrtivc and Developmcnt Entreprencurs Program
(SIDEP).

ii. The Accounting Olficer should ensurc that all contracts entered into try thc Fund are

lawful and comply with Scction 68 (2) (d) of the PFM Act,,2012.
iii. Within three (3) months of the adoption of this report, the Accounting Otficcr submits

the status report for non-pcrforming loans and rccovcrics made to the Auditor -
General for audit verilication.

b. Doubtful Recovery of LPO Finnncing and CWEs Loans
19. The receivables frour exchange transactions balarrce ol'Kshs 3.167.100.1(r8 irrcluclcd I(slrs

8,130,960 for loans relating to LPO firiancing. u4iich rve re duc but not paid as at 30.lLrnc 2019.

While Kshs 732.649,283 due fi'om tlre Constittrency Womcn l:nLcrplise Schcnrc (C\Irl:s) liacl

been outstar-rding for over a year.'fhe balance ol Kshs 732,649,283 included an amount ol'

Kshs 50,370,500, which remained dormant during tl're year under review.

17



20. The recoverability of these loans is doubtful since they were in arrears beyond the respective
repaytnent periods stipulated in the loan agreements. Fufiher, the 1%o provision forbad debts

is inadequate to cover potential defaulters.

Submissions by the Accounting Officer
21. The Accounting Officer submitted that:

Doubtful Recovery of LPO financing
a) The LPO financing product was rolled out in 2015, and the Fund disbursed Kshs

68,869,050 between 2015 and 2019. Further, one hundred and eleven (111) women
entreprelteLrrs benefitted and Kshs52,923,247 was repaid on time.

b) '[he oLltstandirrg loan balance for LPO financing as of 30tl'June 2019 was Kshs

14,37t|,565 and out of which Kshs 8,1 30,960 had been outstanding for more than a year.

This was due to delays in payment by procuring entities and the diversion of payments by some

clients.

c) The Fund employed the following strategies to recover the outstanding amount:
i. Issued demand letters to the defaulters.

ii. Listed the directors of the companies with Credit Reference Bureau (CRB).
iii. Conducted physical visits to the respective procuring entities'offices to

confirm whether the LPOs are serviced and made follow-ups on the payment

of defaulted amounts.

iv. Instituted legal suits to recover the outstanding amounts.
v. Engaged auctioneers to repossess and dispose ofthe securities provided.

d) As a result of the above measures, the clients repaid Kshs 4,339,762,Ksh3,626,003 and
Ksh 4,017,400 in the financial years 2019/2020,202012021 and202l/2022, respectively.

Doubtl'ul Recovcry of Constituency Women Enterprise Scheme Loans (CWES Loans)
?2.'fhe Accounting Officer submitted that:

a) The CWES receivables from exchange transactions balance as at 30th June, 2019
was Ksh 2,945,722,015 and it was outstanding from the CWES loan product, which
included loans in arrears.

b) The arrears for the period under review was Kshs 732,679,283. The figure included
outstanding balances of more than one year and an amount of Kshs 50,370,500
having zero repayments.

c) 'fhe Fund reduced the zero-repayment account by Kshs 11,000,000 during the

financial year.

d) Management applied the following strategies to recover the arrears:

a) Deployed recovery teams in low repayment areas.

b) Worked with key stakeholders, like Chiefs and Ward Administrators.
c) Created a debt recovery unit within the credit deparlment.
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e) Consequently, the efforts l'csultcd in the reduction ol'the zero-rc1)a]'n'lenL anr()unt

fi'om Kshs 50,370.500 to Kshs 39,880.500 as at 3Oth .lune. 2022.

I{owever, the Fund experienced the following challenges in the recovery of loans,

including:
a. Disintegration and internal wrangles in groups after off-rcials and a fer.v

members share the loarr proceeds without the knowledge of the cntirc groull.

b. Unforeseen calamities such as drouglits, floods, and fircs [eacl to thc

rescheduling of the loans after the loss of business.

c. Urban-to-rural rnigration, as welI as insecurity, lead to the displacernent o{'the
borrowers.

d. The negative purblic perception that the loans giverl are grants fronr the

Governmerrt hence the lack of comrnitment to servicir"rg the loaus

e. The general loan provisions ol lo% was in line 'uvith the existing policy, and the

sal11e 1#as under review to reflect the current nrarket trends.

Observations and findings of the Committcc
23. The Committee observed that:

i. The Fund hadan outstanding loan balance forLPO loans of Kshs 14,378,565, outof
which Kshs8,l30,960 had been outstanding for mole than a year as of 3Oth June 2019:

ii. The Fund had Constituellcy Women Enterprise Sclieme Loans (C-WES Loarrs)

arrears of Kshs 732,679,283, which was outstanding lor rnore than onc year witlr
Kshs50,370,500 havirrg zero repayments: and

iii. The rnatter rernained unresolved.

Il.ecommendations of the Committec
24.Tbe Committee Recommends that:

i. The Accounting Officer recovers the outstanding LPO financing loans of Kshs
14,378,565 and Constituency Women Bntcrprise Scheme Loans of Kshs 732,679,283.

ii. Within three (3) months upon the adoption of this report, thc Accounting Officcr
submits a status report for non-performing loans and rccoverics m:rclc to the Auditor
- General for audit verification.

iv. Thc Accounting Officer to cnsurc that all contracts cntcrcd by the Fund arc larvful
and comply rvith Section 68 (2) (d) of the PFM Act,2012.

(2.) Unsupported Rcccivable Ilalancc
25. The receivables frorn the exchange transaction balance o['l(shs 3.1()7.150.1(r8 inclLrclccl l)ilii

Piki Loan Financing of Kshs 1,049,239, which had no cletailed sr"rpporting analysis o['tlic
opening balance. The loan schedule provided showed an olltstanding loan balance as at 30tlr
June,2018 of Kshs 949,500, which differed from the reported balance in the certified

0
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statenlents of Kshs 1 ,391 .604. The variance has not been explained or reconciled. Further, the
opening loans are indicated as having been issued on 3Oth June,20l8, and repayments were
done tbr thirteen ( 13) months in the year under review. This also has not been explained.

26. Tlie accuracy and recoverability of the receivables from exchange transactions of Kshs
3,167,100,168 reflected in the financial statements as at 30 June,2019 would notbe verified
and confirmed.

Suhmission by the Accounting Officcr
27. 'l'he Accounting Olficer submitted that the Piki-piki loans are advanced to field officers to aid

in their work, specifically to assist in the recovery of loans. The loans are recovered through a
payroll check-off system. The loan arrears of Kshs 283,333 was attributed to staff who exited
the Fund. However, the loans were recovered from the terminal dues of the field officers.

Observations and Findings of the Committee
28. The Committee observed that:

i. Tlie Piki-piki loans were advanced to field officers to assist in the recovery of loans
and have since been recovered through payroll check-off.

ii. The detailed supporling analysis and schedule of the opening balance of Kshs
I ,391,604 has since been availed and verified by the Office of the Auditor General.

iii. The Ioan schedule provided showed the outstanding loan balance as at 30th June,
2018 of Kshs 949,500, which differed frorn the reported balance in the certified
statements of Kshs I ,391,604 giving a variance of Kshs 442,104, which has not been
reconciled.

iv. The varianoe between tlie supporting loan schedule and financial statements of Kshs
442,104 has not been explained or reconciled.

v. The matter remains unresolved.

Recommendations of the Committee
29. The Committee recommends that the Accounting Officer reconciles the variance of Kshs

442,104 and submit the supporting documcnts to the Office of the Auditor General for
audit verification within three months upon the adoption of this report.

(3.) Accuracy of cash and cash equivalents balances
30. As disclosed in Note l7 to the financial statements, the statement of the financial position

reflects cash and cash equivalents of Kshs 1,249,736,527, which includes an amount of Kshs
151,308,747 held under Mpesa Account. However, the verification for the Mpesa balance
disclosed that an amount of Kshs 6,235,982 under the utility account balance was excluded
frorn the total balance.
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31. Marragement did not give auy explanation or reconciliation ltrr thc onrission. (Juclcl thc

circurnstances, the accuracy of the cash and cash ecluivalents of Kshs 1.249.736.527 as at i0
June 2019 could not bc contimed.

Submissions by the Accounting Officcr
32. The Accourrting Officer submitted that the utility accourlt is a holding accolrnt from which

receipts fi'om M-pesa collections are cleared belore they are moved to the MMF account of the

Fund prior to transfer to the Fund's bank account. Further, Kshs 6,235,982 was in the M-pesa

utility/holding account, and it had not been cleared.

33. Consequently, it was not readily available for utilization and did not qualify to be recognized

under cash and cash equivalent. Flowever, the saule zulloluit of money was subsequerrtly

cleared on I st of .luly 2019 and moved to the MMF accoLult.

Obscrvations and findings of thc committcc
34. The Committee obselved that:

i. The amount of Kshs 6,235.982 rvas in the M-pesa Lrtilit\,/holding accourrt since it hacl rrot

been cleared. [-lencc, it did not qualily to be recognizecl under cash and caslt ecluivalcnt.

ii. The amount of money was subsequeutly cleared and moved to the MMF acoouut.

iii. The matter was resolved.

Rccommendations of thc Committee
35. The Committee recommends that the Accounting Ofticer ensurcs that all applicablc

accounting and financial controls, systcms, standards, lawso and proccdures arc follorved

in the preparation of thc financial statcmcnts in complizrncc rvith Public Financc

Managcment Act, 2012 and in accord:rncc rvith thc stnndards prcscrillcd by thc l)ublic
Sector Accounting St:rndards Board as pcr Rcgulation l0l(4) ol'thc I'ublic liinitncc
Management (National Govcrnment) llcgulations, 2015

(4.) Ineligible Rental Expense

36. As disclosed in Note 14 to the financial staten"lent. the statement ol llnancial perfonnance

reflects abalance of Kslis 9,173,046 in respect of the rental expense. However. the expenciiture

included Kshs 542,880 paid to National Social Secr-rrity FLrnd (NSSF) in trvo eqr-ral installnrcrrts

on 2lttJanuary and lStl'April 2019 for parking space. These payments were not made bascd

on any valid lease agreenlent as the agreement in place was entered into on l'r Jarruary 2017

and was valid for a period of twenty-four (24) months, thus rendering it invalid after 31

December 2018. Consequently, the validity of the rental expenses totalling Kshs 9.173.046 for
the year ended 30th Junc 2019 could not bc confirmcd.

27



Submissions by the Accounting Ofticer
37. 'l'he Accounting Otl.rcer submitted that:

i. The Fund contracted parking slots from the NSSF in 2011. The contracts were renewecl
every year until 2021, when the Fund terminated the tenancy.

ii. Regarding the 2019 contract, the Fund had executed its part, although, there was a delay in
execution by the landlord. The payment was made based on a long-standing good
relationship with the landlord, and the parking slots were already in use.

iii. lhe contracts were under executiorr, and the failure to pay would have resulted in the slots
being allocated to other users, given the high demand for parking space.

Observations and Findings of the Committee
38. fhe Committee observed that:

i. The Accounting Officer paid Kshs 542,880 for parking space without a valid lease
agreement in place.

ii. fhere was a delay in the renewal of the lease agreement, but the Fund was already using
the parking space. The Lease was later formalized.

iii. -lhe rnatter is resolved.

Recommendations of the Committee
39. The Committee recommends that the Accounting Officer should ensure that all expenses

incurred by the Fund are lawful and authorized in compliance with Section 68 (l) and
(2Xa) of the Public Finance Management Act, 2012.

Other Matters
(5.) Unresolved Prior year matters

40. In the audit report for the previous year, several paragraphs were raised based on various
matters affecting the running of the Fund. The matters have remained unresolved and have not
been deliberated on by the Public Accounts Committee.

Submission by thc Accounting Olficer
4l . l'he Accounting 0llrcer surbmitted that:

i. Management resolved some of the prior-year ntatters while others had not been resolved.
ii. The pending issues included loan repayrnent and matters that are pending in court.

Observations and findings of the Committee
42.The Committee observed that:

i. Prior-year ar.rdit issues remained unresolved at the end of the financial 20l$l}0l9
against the requiremeut of Section 68(2XI) of the Public Finance Management Act,
20t2;
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Tlie Fund did not disclose the progress on lbllow-up ol'the auditor's recorurnendations

in the financial statcnrcl'lts as rcquircd b),thc Pr-rblic Sector Accountirrg Stanclards

Board; and

The nratter remained unresolved.

Recommendations of thc Committee
43. The Committee recommends that thc Accounting Officcr tal<es nppropriatc mcasurcs to

resolve the outstanding prior audit issues as required by Section 68(2)(I) of thc Public
Finance Management Act, 2012 and Section 53(1) of the Public Audit Act, 2015 within
three (3) months upon the adoption of this rcport and submit the status report to the

Auditor-General for audit vcrification.

REPORT ON LAWFULNESS AND BFFECTIVENBSS IN USE OF PUBLTC RESOUIICES

(6.) Un- Proccdural Procurcmcnt
44. The staternent of finaucial pcrformance rellccts an anrourlt of Kshs 39.158.5(r5 irr lespcct ol'

travel, confercnce ancl accomnrodation. Exanrinatiou oI rccords lcvcalcd that tltc l]uucl

procured conference services at a total cost of Kslis 3,588.780 lbr two-da1, r'cgional lcvic'"r'

meetings across the country. I-lowever. the procureu'reuts were alvzlrded u,ithout sigrtccl

professional opinions fiom the head ol'procurement. outlining the basis for recontmeudations

for the award, as required by law.

Submissions by the Accounting Officcr
45. The Accountirrg Officer submitted that:

i. On each of the procLlrements undertakell ou travel. conferences and accommodatiorr.

quotations were solrrced [ror-r-r at least three establishnrents and the salne were sub.iectccl

to analysis before issuance of LSOs.

ii. The Fund did not have a substantive officer with the capacity to issue professional

opinions when the procurements were carried out. Subsequently, an officer was hired,

and the opinions were made as per the required law.

Obscrvations and lindings of thc committcc
46. The Committee observed that:

i. The Accourrting Officer violated the Public Procuremerrt and Assel Disposal Act. 201-s

by awarding the tenders without a signed prof'essional opinion tronr the l-lead ot'

Procurement as required by Section 84 of the Act.

ii. The matter remained unresolved.

Recommendations of the Committce
47.The Committee recommends that:
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i. 'fhe Accounting Officer complies with the Public Procurement and Asset Disposal
Act, 2015 Section 84 and Regulations rvhen awarding tenders; and

ii. The Cabinet Secretary Ministry of Public Service, Gender ancl Affirmative Action
should within three months upon the adoption of this Report, institute disciplinary
measures against the Accounting Officer for violating the procurement
procedures.

(7.)Employee Costs-Compliance with the Human Resources Policies
48. The statement ol-financial performance reflects an amount of Kshs 207,802,643 in respect of

employee costs. This includes an expenditure of acting allowance of Kshs 1,461,580 paid to
ten (10) officers who were appointed in acting capacities during the year. The officers,
however, acted for rnore than six months contrary to the Public Service Commission (PSC)
I-luman Resourse and the women Enterprise Fund Human Resource Policy.

49. lrulthcr acting allor,vance totalling Kshs 1,272,388 were paid to fourteen (14) ineligible staff
who were not within the allowable Job Grade 2 to 5, which is eligible for acting allowance in
line with Women Enterprise Fund Human Resource Policy.

Submission by the Accounting Olficer
50. The Accounting Officer submitted that:

i. The officers were appointed in acting positions to improve efficiency in service delivery.
'fhis was after the operationalization of eight new regional offices.

ii. The officers were paid an acting allowance beyond six (6) months and the Fund was guided
by the n'lerger circular, which barred the Fund from filling in the vacant positions/recruiting
staff until the merger process was concluded.

iii. Management had no choice but to issr"re acting appointments for an additional period of six
months, since the positions in question directly affect the mandate and service delivery to
customers.

Obscrvations and findings of the Committee
5l . The Comntittee observed that:

i. The Accounting Officer paid acting allowances amounting to Kshsl,46l,580 to ten (10)
officers who were appointed on acting capacities and acted for more than six months
contrary to the Public Service Commission (PSC) Human Resource Policies and
Procedures Manual and Women Enterprise Fund Human Resource Policy;

ii. Allowances amotmting to Kshs 1,272,388 were paid to fourteen (14) ineligible staff who
were not within the allowable Job Grade ) ta 5, which is eligible for acting allowance in
line with Wornen Enterprise Fund I-h:man Resource Policy.

iii. l-he uratter remained unresolved.
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Rccommendations of thc Committee
52. Thc Committee recommends that:

i. The Accounting Oflicer rccovcrs thc amount paid to thc rclevant officcrs in
contravention of thc human rcsourco policy rvithin thrcc months upon thc adoption
of this report; and

ii. The Accounting Officcr complies rvith the l'ublic Servicc Commission (PSC) Human
Resource Policies & Procedures Manual and Women Enterprise Fund Human
Resource Policy rvhen dealing rvith human resource issues.

(8.)Compliancc with thc Income Tax Rcgulations
53. As disclosed under uote 10 to the financial statel11en1. the FLrnd incurred communication.

electricity, water and othel supplies and services, arrrounting to Kshs 18.776. 868.'l'hc
expenditure inch,rded staff airtime allowances amounting to Kshs 6,224.923, comprising of
monies paid to staff nronthly dr"rring the year. This arnount was, holvever, not subjected to tax

in line with tlie Income Tax Act, and no explanation has beeu provided for the non-corlpliance.
Consequently, rnanagement is irr breaclr of the law.

Submissions by the Accounting Officer
54. The Accounting Officer submitted that:

i. The credit administration process required oflicers to conduct callbacks to applicarrts [irr'

loans. These strengths the 'know your cllstomer principle and is undertaken bel'orc thc

loans are disbursed. Consequently, the Fund reimburses staff for telephone costs monthly.
ii. The cost managenlent strategy was a departure fi'om the requirement of having fixed lines

where calls would be rnade and the same was well captured in the staff s appoilltment
letters.

Observations and findings of the Committec.
55. The Committee observed that:

i. Management paid airtime allowances totaling to Kshs 6,224,923 to staff without tax

deductions as provided in the Income Tax Act.
ii, The matter remained unresolved.

Rccommendations of thc Committcc
56. The Committee recommended that:

i. The Accounting Officcr rccovcrs thc applicablc tax duc from airtimc allolvilnccs
paid to staff of Kshs 6,224,923 and rcmits thc rccovcred amount to Kl{A in
compliance rvith the Income Tax Act rvithin threc months upon the adoption of
this report; and
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The Accounting Officer ensures compliance with all the tax laws in execution of
the Fund's mandate.

REPOITT OF EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

(9) Lach of Functional Board of Directors
57. The term for the last Board of Directors expired on 28 April 20l8.Consequently, the Fund

operated throughout the year without a functional Board. This meant that the stewardship of
the liuttcl lackcd strettegic guidance while some of the decisions made by management lackecl
approval. This could lead to a lack of checks and balances, which is critical for proper corporate
governance.

Submission by the Accounting Officer
58. The Accounting Officer submitted that:

i. The Advisory Board approved policy documents to guide the operations of the Fund before
the expiry of its term. including the budget, work plan and procurement plan for execution
by management.

ii. There were r1o new policies that were approved/affected during the year. Management
worked closely in consultation with the Principal Secretary on matters requiring strategic
guidance.

iii. Subsequently. a new Board was inaugurated in September 2}lg.

Observations and findings of the Committee
59. 'fhe committee observed that:

i. The Fund operated throughout the year without a board of directors after the expiry of
the term of the previous board.

ii. The Fund lacked strategic guidance while some of the decisions made by management
lacked approval.

iii. The appointing authority was in breach of the law.
iv. The matter remained unresolved.

Ilccommcndations of the Committee
60. 'l-he Conimittee recommends that:

i. The Accounting Otficer should ahvays ensure that slhe notities the appointing
authority to commence the appointment of a new boartl of directors and chair at least
six (6) Months before the expiry of the tcrm of the existing board.

ii. The appointing authorify should appoint a nerv board of clirectors immediately after
the expiry of the term of the cxisting board for strategic and oversight reasons.

II
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3.1.2 REPORT ON TIIB AUDITED FINANCIAL S'I'A'I'EMTiNl'S FOI{ WOMIiN
ENTERPRISE FT]ND FOR TI{E FINANCIAL YIIAII 2OI9I2O2O

(1.) Receivables from Exchangc Transactions
6l. As disclosed ir-r Note I8 to the financial statetnents, the statement of financial position reflects

a balance of Kshs 3,374,822,384 irr respect ol' receivables from exchange transactions.

Examination of records relating to the expenditure revealed the following anomalies.

a. Doubtful Receivables - LPO Loans / Financing
62. Included in the balance of Kshs 3,374,822,384 are loans relating to LPO financirrg ol'Kshs

15,157,590 that were due but not paid as at 30 Jr.rne.2020. Or.rt of the latter balance, all amount

of Kshs 8,072,303 has been outstanding for rnore than one ( 1) year, contrary to the loan policy
ofthe Fund.

63. The recoverability of these loans is dor-rbtl'ul since they were in arrezlrs beyond their respcctivc

repayment periods as stipulated in the loan ergleemcnts.

Submission by the Accounting Officer
64. The Accounting Officer submitted that:

a) Since the rollout of the LPO Financing product in 2015, the Fund had disbursed a total of
Kshs 90,176,050. Out of the said amoLrnts, Kshs 76.621.550 was repaid promptly. Tlie
balance remained outstanding largely due to payment delays by the procuring cntitics
(MDAs & amp; County Govcrnmcnts). Thc del'ar,rlters were also listed lvith tlrc Crcclit

Reference Bureau (CRB).
b) The Fund engaged auctioneers to repossess the pledged securities and institurted legal sLrits

to recover the outstanding amounts. As a result of the above rneasures, the clients paid a
total of Ksh 3,626,003 and Ksh 4,017,400 in the Financial Years 2020121 and 2021122.

respectively.

Observations and findings of the Committee
65. The Comrnittee observed that:

i. The fund had disburscd Kslis 90,176,050 bcncfiting 134 womcrr entrepreneurs since

2015, when the LPO financing was rolled out;

ii. The LPO loan balance of Kshs 13,554,500 was in arrears ir-r the financial year

2019/2020;
iii, Management experienced challenges of late repayment rvhich lagged down

reconciliations; arrd

iv. The lnatter for LPO loan arrears of l(shs 13.554.500 r'cmainccl unrCsolvccl.
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llecommendations of the Committee
(16.'l'he Committee recommends that:

i. The Fund uses Guarantors instead of security as one of the Conditions to advance
the Loans to Women Enterprises

ii. Within three (3) months upon the adoption of this report, the Accounting Oflicer
submits a status report for LPO loan recoveries and long outstancling loan
balances to the Auditor general for audit verification.

b. Doubtful Reccivables - Constituency Women Enterprise Scheme Loans
67. Included in the balance of Kshs 3,374,822,384 is Kshs 785,844,387 due from Constituency

Women Enterprise Scheme, which had been outstanding for more than one (1) year. Out of the
latter balance of Kshs 785,844,387, no repayments were made in respect of receivables of Kshs
47,530,500 during the year under review. Although the Fund made a general provision for
doubtful debts of loh in line with its credit policy and guidelines, its adequacy cannot be
confirmed.

Submissions by the Accounting Officcr
68. 'l'he Accounting Officer submitted that:

i. l'he Constituency Wometr Enterprise Scheme (CWES) product targeted women in
registered self-help groups, the majority of whom are vulnerable and unbanked. The
bigger percentage were in the rural areas/informal settlernents, and therefore the loans
are unsecured;

ii. The Fund disbursed a total of Kshs l7 ,97 4,37 4,5 3 0 as at 3 Oth June, 2020 to 1 ,653 ,0ZZ
beneficiaries under this product since inception. Frorn this cumulative disbursement, a
total of Kshs 785,844,387 had been outstanding for more than one year, with Kshs
47,530,500 having zero repayments;

iii. The Fund deployed recovery teams in low repayment areas and worked with Chiefs,
Ward Administrators, and elected leaders in the respective constituencies to recover
the arrears; and

iv. A debt recovety unit was also created within the credit department. These
efforts resulted in the redr.rction of the zero-repayment amount from Kshs 50,370,500
to Kshs 39.880.500 as ar June, 2022.

69. 'l'he zero repayment accorults with Kshs 39,880,500 outstanding for more than one year were
because of the following reasons:

(a) Disintegration and internal wrangles in groups after officials and a few dishonest members
shared the loan proceeds without the knowledge of the entire group.

(b) Unforeseen calamities e.g., Droughts, floods, and fires hence prompting the Fund to
reschedule tl-re loans after the loss of business.

(c) Urban to Rural migration as well as insecurity leading to the displacement of the borower.
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(d) The misleading public perceptiotr that the loarts givcn wcre graltts fi'orl the (iovcrnnrcnt

hence the lack of commitntel'rt to servicing the lhcilities.
(e) The Covid-19 global pauclentic triggercd a flnancial crisis lirr thc borrorvcrs.

70. The provision for bad and doubtful debts was based on section a (h) of the accounting policy
of the Fund, which provides for a general provision af loh of the loan balance at the end of a
financial year. The policy was under review irr the financial year 202212023 to reflect the

current market trends.

Observations and findings of the Committee
71. The Committee observed that:

i. The Fund had an oLrtstandirrg balance of Kshs 15.157,590 fbr LPO loans and out ol'
which Kshs 8,072,303 had been outstanding lor rrrore than a year as at 30th June 2020;

ii. The Fund had Constituency Women Enterprise Scheme Loans (C-WES Loarls) arrears

of Kshs 785,844,387 which was outstanding for more than one year and with Kshs

47,530,500 having zero repayments: and

iii. The matter reurairred unresolved.

Recommendations of thc Committcc
72. The Committee recornmended that:

i. The Accounting Officer of the Fund recovers outstanding LPO financing loans

of Kshs 15,157590 and Constitucncy Womcn Entcrprise Schcme Loans of Kshs

795,944,397;

ii. Within three (3) months upon thc adoption of this report, thc Accounting Officcr
should submit thc status report for non-performing loans and recovcrics madc

to the Auditor-General lbr audit vcrilication; and
iii. The Accounting Olficcr cnsurcs that all contracts entercd into by thc I,-und nrc

larvful and arc complied rvith.

c) Non-Performing Loans to Financial Intermediaries/ Pnrtncrs
73. The receivables fiom exchange transactions balance inclurde amounts due from eight (8)

financial intermediary partners with non-perfonning loans totalirrg to Kshs 71.330.000
(Financial year 2018/2019-Kshs71,062,200). 'l"here are orrgoing colrrt cases betwcen thc

Fund and the Intermediaries and with indications that the loans may not be recovcrerblc iu

full. Further, there were no collaterals to support an advance of Kshs 60,000,000 to two (2)

financial intennediaries which did not make any repayments dr.rring the year.

'74. No specific provisions by way of bad debt adjustrnents were made in the firrarrcial

statements to recognize the irnpairment.
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Submission by thc Accounting Ofticer
75. fhe Accounting Officer submitted that:

i. I'he Fund disbursed a total of Kshl.84 billion through 110 financial intermediaries
between the years 2007 and 2014. The funds benefited a total of 163,380 entrepreneurs,
Out of the total disbursements, of Kshs 71,330,000 remained outstanding from the
institr-rtions;

ii. The Fund took the fbllowing actions against the defaulting intermediaries:
a) Instituted legal proceedings against Pamoja Women Development Program

(PAWDEP), Social Initiative and Development Entrepreneurs Program (SIDEP), Adok
Timo and African Women Foundation. .ludgement was issued in favour of the Fund
against Pamoja Women Development Program (PAWDEP) and Social Initiative and
Developrnent Entrepreneurs Program (SIDEP) for outstanding loan balance plus cost
and interest.

b) Enlisted auctioneers to auction off the properties of the defaulting intermediaries. The
auctions are scheduled for 2022/2023 Financial Year.

Observafions and findings of the Committee
76. The Comrnittee observed that:

i. The Fund had non-performing loans of Kshs 71,330.000 due from eight (8) financial
intermediary partners at the end of the financial year 201912020.

ii. The Fund instituted legal proceedings against the financial intermediaries (PAWDEP
and SIDEP) and a judgment was issued in favour of the Fund to recover the outstanding
loan balance plus cost and interest.

iii. There were no collaterals to support an advance of Kshs 60,000,000 to two (2) financial
intermediaries which did not make any repayments during the year.

iv. The Fund is in the process of enlisting new auctioneers to auction the securities before
the end of the financial year 2022/2023; and

v. The matter remained unresolved.

Ilccommcndations of thc Committee
77.'l'he Committee recomrnends that:

i. 'l'he Accounting Officer enforces the Judgment issued in favour of the Fund within
three months after the adoption of this report to recover the long-outstanding loans
of Ksh 71,330,000 from the eight (8) financial intermediary partners.

ii. Within three (3) months upon the adoption of this report, the Accounting Officer
submits a status report for non-performing loans and recoveries made to the
Auditor - General for audit verification.

iii. The Accounting Officer should ensure that all contracts entered into by the Fund
are lawful and arc compliecl rvith.
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d) Piki Pild Loan Financing
78. Included in the receivables from exchange transactiorrs balance of Kshs 3.374.822.384 is Piki

loan amount of Kshs 1,297.916, I'or loans advarrced to lleld ofllccrs. 'l'he anrolrnt inclurlcs
outstanding loatis totaling Kshs 150,000 ll'onr tw'o (2) sta{'t'r.ucrlbcrs lbr r,vhorn no rccuvcrics
have been affected over the last one (1 ) year.

Submissions by the Accounting Ofticer
79. The Accounting Officer submitted that:

i. The Piki-Piki loans were advanced to field officers to assist in the recovery of loans and

management underlook to recover the loans through the payroll check-off system. The
loan balance in arrears was attribr.rted to staff wlio exited tlie Fund.

ii. Management recovered Kshs 28,792.94 of the amounts owilrg from the terminal dues

of the relevant staff and withheld logbooks for the motorcycles as collateral lbr the loans.
iii. The list of field officers with or.rtstanding loan balances at the end of the flnancial year

201912A20 has been providecl

Obscrvations and tindings of Committec
80. The Committee observed that:

i. The Fund has oLltstancling Piki Piki loaus totaling Kshs 150.000 ',vhosc rccovcrics
have not been eflected for over one (l ) year:

ii. The loans were advanced to two (2) stal'f urembers r,vho have siuce exited lhe l]uncl.

iii. Receivables balance of Kshs 3,374,822,384 wcrc fronr cxchange transactions (Loarr

arrears).

iv. The matter remained unresolved.

Recommendations of thc Committee
81. The Committee recommends that:

i. The Accounting Officer should recover the outstanding Piki Piki loans totaling
Kshs 150,000 from staff who exited from the Fund.

ii. Within thrce (3) months upon the adoption of this report, the Accounting Officcr
should submit thc status rcport for non-pcrforming loans and rccoveries madc to
thc Auditor- General for audit vcrification.

iii. The Accounting Officcr cnsurcs that all contracts cntcrccl into by the l,'und arc
larvful and are compliccl rvith.

e) Imprests and Advances
82, Further, inoluded in the receivables fi'onr exchange transactions account balauce arc

Imprests and advances of Kshs 1,697,024. This amount includes salary advances of Kshs
184,584 owed by staff who have exited the service. The recoverability of the balance is,
therefore, doubtful. In view of the foregoing, the accuracy and fairness of the statement of
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receivables from exchange transactions balance of Kshs 3,374,822,384 as at June 2020
could not be confirmed.

Submission by the Accounting Officer
83. The Accounting officer sr,rbmitted that:

i. The ar.rdit observation was correct, and the amounts owed to the Fund by staff arose
due to staff who were issued with salary advances but exited the service by way of
interdiction, termination, or resignation.

ii. The said amount of Ksh 184,584 was computed and recovered from the staff s

terminal dues.

Observations and findings of thc Committec
84. 'l-he Committee observed that:

i. Outstanding salary advances of Kshs 184,584 were for staff who exited the service.
ii. The salary advances owed were recovered from the terminal dues of staff who left the

Fund.

iii. The Accounting Officer adequately addressed the issue.

iv. The matter was resolved.

Recommcndation of the Committee
85. The Committee recommends that the Accounting Officer ensures that all applicable

accounting and linancial controls, systems, standards, lAws, and procedures are
followed in the preparation of the financial statements in compliance with Public
Finance Managcment Act, 2012 anrJ in accordance with the standards prescribed by
the Public Sector Accounting Standards Board as per Regulation 101(4) of the Public
Finance Management (National Government) Regulations, 2015.

2. Accuracy of Financial Statcments
a) Unrcconciled 'I'raining Expense Ledger

86. The statement of financial performance reflects the expenditure of Kshs 108,460,546 under
general expenses. Included in the amount are training expenses totaling Kshs 32,308,404,
which was at variance with the supporling schedule figure of Kshs 32,979,908.
Consequently, there was an unexplained and unreconciled difference of Kshs 671,504.

Submission by the Accounting Ofticer
87. 'l'he Accounting Officer submitted that the error in the ledger was corrected and reconciled.

The revised ledger agreed with the accounts.

Obscrvations and findings of the Committee
88. The Committee observed that:
i. Tlie Accounting Officer satisfactorily addressed the issue; and

32



The matter was resolved.

Recommcndations of the Committee
89. The Committee recommcnds that thc Accounting Officcr ensurcs that all applicahlc

accounting and financial controls, systcms, standards, larvs, and proccdurcs arc
follorved in the preparntion of thc financial statcmcnts in compliance rvith l'}ublic
Finance Management Act, 2012 and in accordancc rvith thc standards prcscribccl by
the Public Sector Accounting Standards Board as per Regulation 101(4) of the Public
Finance Management (National Government) Regulations, 2015.

b. Unsupported CWES Loans Adiustmcnt
90. Note l8 to the financial statements discloses loans due ft'onr Constituency Women Enterprise

Scheme amounting to Kshs 3,060,508,499. Florvever, the ledger preserrted in support o1'the

amollnt includes an adjustrnent of Kshs I 1,388,465, w'hicli was not explained. Consequently.
the accuracy of the financial statements could not be confirmed.

Submission by the Accounting Officcr
91. The Accounting Officer submitted that:

i. During the audit, it became necessary to revise the CWES balances in line with the

audited figure of Kshs 3,060,508,499 net of provision for bad debts.

ii. The schedule/ledger provided reflected the corrected balarrce.

Observations and findings of the Committce
92. The Committee observed that:

i. The Accounting Officer satisfactorily addressed the issue; and

ii. The matter was resolved.

Recommendations of the Committee
93. The Committee recommends that the Accounting Officer ensurcs that all applicablc

accounting and financial controls, systcms, standards, laws, and procedurcs arc
follorved in the preparation of thc financial statements in compliance with Public
Finance Management Act, 2012 and in accordance rvith the standards prescribed by
the Public SectorAccounting Standards Board ns per Regulation 101(4) of the Public
Finance Management (National Govcrnment) Rcgulations, 2015.

Other Matters
3. Unresolved Prior Ycar Mattcrs

94. Various prior-year audit issues remained unresolved as at 3Oth June 2020. Management has

not provided reasons for tlie delay in resolving the prior year's audit issues. Further, the
unresolved prior year issues are not disclosed under the progress on follow-up of the auditor's

33



recommendations section of the financial statements as required by the Public Sector
Accounting Standards Board.

Submission by the Accounting Olficer
c)-5. 'fhe Accounting Officer submitted that;

i. Management had resolved sorne of the prior year matters while others had not beep
resolved.

ii. Matters mainly pending were issues to do with the Loan Repayment and matters that are
pending in court.

Observations and findings of the Committee
96. 'l'he Cornrnittee observed that:

i. Prior-year audit issues rernained unresolved as at 30 June 2020 against the
requirement of Section 68(2XI) of the Public Finance Management Act, 2012;

ii. The Fund did not disclose the progress on follow-up of the auditor's
recommendations in the financial statements as required by the Public Sector
Accounting Standards Board.

llecommendations of the Committee
97. 'l'lie Cornmittee recommends that:

i. 'l'hc Accounting Oflicer takes appropriate mensures to resolve the outstanding
prior audit issues as rcquired by Section 68(2XI) of the Public Finance
Management Act, 2012 nnd Section 53(l) of the Public Auclit Act, 2015 within
three (3) months upon the adoption of this report and submit the status report to
the Auditor-General for audit verification; and

ii. The Accounting Officer ensures compliance with Public Sector Accounting
Stand:rrds rvhen preparing financial statements as required by the Public Sector
Accounting Standards Board.

REPORT ON LAWFULNESS AND BFFECTIVENESS IN USE OP PUBLIC
RESOURCES
Basis for Conclusion

4. Imprest Management and Control
98. During the year uuder review, the Fund did not maintain a complete imprest management

rccord to aid in the issuance and control of the imprests. This resulted in the issuance of
nrultiple impt'csts totalling Kshs I .142,285 to staff before clearing the previous ones and un-
surrendered inrprests amounting to Kshs 470-637 as at 30 June, 2020. Consequently, it was
not possible to confirrn whether the irnprests issr.red were managed lawfully and in an
effective manner.

34



Submission by the Accounting OlIIccr
99. fhe Accor,urting Otllcer subnritted that:

i. The Furnd strictly adhered to the imprest regulations and did not allow officers to holi{

multiple imprests. Management had pr-rt in place sufficient controls to ensure compliance.

ii. All overdue imprests were recovered through the payroll systern as a mattcr of priority.
Further, all unsurrendered imprests as at 30 June, 2020 amounting to Kshs 470,637 wcre

fully accounted for and the relevant surrender documents were available 1br review.

Observations and findings of the of the committee
100. The committee observed that;

i. Staff were issued with multiple imprests before surrendering the existing one in

contravention of the provisions of thc PFM (National governrrrent) Regualritins.20l5l

ii. Unsurrendered irnprest amourrting to l(shs 470.637 as at 30.h,ure,2020 rvas lirltl,

recovered;

iii. The Accounting Officcr satislactorily adclrcsscd thc issue:

iv. Thc mattcr rvas resolved.

Recommendations of the Committee
l0l. The Committee rccommended that the Accounting Officer should ensure that section

7l(2) of the PFM Act, 2012, and Regulation 93 (5) and (6) of the Public Financc

Managcment (Nationnl Govcrnment) Rcgul:rtions,2015 :rrc ahvays complicd rvith u'hcn

issuing imprest to statf.

5. Staff Appointmcnts Not Mccting thc llcquisitc Critcria
102. The Fund placed an advertisement on the Government website on l2'l' Noveurber, 2019. to

fill eight (8) vacant positions of Assistant Crcdit Managers. The mirrimum requirements for

an appointment to this position, amongst others, were membership to a relevant professiorral

body and good standing status. However, a review of employment records and

documentation revealed that three (3) of the eight (8) staff appointed dicl not meet the

required criteria or qualifications for being men,bers of a relevant professional body at the

time of application.

103. No justification was rendered for this inconsistency. Under the circumstances, the legality
of the appointment of three (3) officers not meeting the requisite criteria cor:ld not be

confirmed.

Submissions by thc Accounting C)fficcr
104. The Accounting Off-rcer sr.rbrnitted that:

i. The Fund shortlisted l9 candidates for the position ol'Assistarrt Credit Managcrs ancl

out of which only six were members of a professional body;
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ll The three officers under question were among nineteen shortlisted candidates who were
not members of a professional body but stood oLlt ill terms of relevant experience and
qualifications. 'fhe shorllist report lvas tabled before the board and approved;
Sixty-three (63) ol'the longlisted candidates had Professional membership, out of
which only tbrty-one (41) of the candidates had the required Bachelor's and Master,s
degree qualilioations. Therefore, sixteen ( l6) were shortlisted from the list of forty-one
(41) candidates;

Further, out of the total nineteen (19) shortlisted candidates, only three (3) didn,t
possess the Professional membership but were considered due to gender, regional
balance and since they possessed the all-other requisite qualifications;
Five out of the eight officers who were finally recruited were members of a professional
body; and

Other considerations that were made during the recruitment process included gender
and regional balance and the candidates met all other qualifications. Therefore, the
recruitment process was proper and went beyond the criteria set to accommodate all
applicants equally and fairly.

llr

tv

C)bscrvations and findings of the Committee
105. ]'he Committee observed that:

i. The Fund enrployed three (3) staff who did not meet the required criteria or
qualifications.

ii. The Accounting officer breached the law to accommodate the three (3) employees.
iii. The matter remained unresolved.

Recommendations of the Committee
106. The Committee recommends that:
i. The Accounting Officer should always ensure that the Public Service Commission

Human Resource Policies and Procedures and the Fund's Human resource policies
are complied with when recruiting new employees.

ii. The Accounting Officer submits a report to the National Assembly on the efforts
made by the alTected staff to acquire membership of the professional body within
thrce months upon the adoption of this report.

vl.
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3.I.3 ITEPORT ON THE AUDI'I'ED I.-INANCIAI, S'[N'I'I,],MIiN'I'S FOII W()MIiN
ENTERPRISE FUND FOR THE FINANCIAL YIIAIT 2O2OI2O2I

Basis for Qualificd Opinion
(1) Doubtful Reccivablcs from Exchange Transactions

107 . As disclosed in Note 18 to the financial statements, the receivables from exchange

transactions balance of Kshs 3,633,7 51 .652 includes loans relating to LPO financing of Ksh.

14,967,403 that were due but not paid as at 30 Jr"ure, 2021. Included in the unpaid figure is an

amount of Kshs 12,257 ,403 that has been outstanding for more than one ( 1) year contrary to
the loans policy of the Fund. The recoverability of these loans is doubtful since they have been

in arrears beyond their respective repayment periods as stipulated in the loan agreements.

108. Further, the receivables frorrr exchallge tansactions balance of l(shs 3,633,151.652

includes an amolult due frorn Constituency Women Enterprise Schemes of Kshs

3,264,504,009 which has been oLrlstarlding for urore than one (l) year. Although the Fund

made a general provisiorl for doubtful debts ol' I % in line 
"vitli 

its credit policy and guriclclirrcs.

its adeqr"racy cannot be confirnred.

109. Furlher, the receivables from exchange transactior-rs balance incluclcs pihi piki loan iuttoutrt

of Kshs 1,106,920 which represents loan advanced to field officers. The autount ittclttclcs

non-performing loans totalling I(shs 283,333 frorn members who have failed to repay the

loans over several years.

110. In addition, the receivables from exchange transactions include imprests and advattces of
Kshs 3,693,920. The arnount includes salary advarrces of I(shs 184,581 owed by former staff

who have exited the service. The recoverability of the balance is therefore doubtlirl. In vic'uv

of the foregoing, the accuracy and fair statenlent ol'receivables [i'om exchauge tratrsacl.iorrs

balance of Kshs 3,633,7 5l ,652 as a[ 30 .lune, 2021 could llot be coufirnred

Submissions by the Accounting Officer
b. Doubtful receivables from exchangc transactions (LPO loan financing)

I I l. The Accounting Officer submitted that:

i. The outstanding loan balance for the LI']O loan product as at 30th Juue, 2022 r,vas Kslts

15,704,964 and out of which Kshs 6,619,500 was outstanding beyond one (l) 1,car. 
'l'his

was attributed to tl, e delay in paynrent by procuring entities and diversion ol payments b!'

some clients;
ii. The Fund listed the directors of respective cornpanies with CRB arrd initiated loan

recovery/legal proceedings with some of the defaulters; and

iii. As a result of the above rneasures taken, the clients responded and paid a total of I(shs

4,017,400 irr the firrancial year 202112022,
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Obscn,ations and findings of the Committee
I 12. l'he Committec observed that;
i. l-heLPOfinancingloansof Kshs 14,967,403 wereduebutnotpaidasat30June,202l.

The unpaid loans included an amourit of Kshs 12,257,403 which was outstanding for more
than one (1) year contrary to the loans policy of the Fund;

ii. The outstanding amounts was parlly due to non-payment of pending bills by both couuty
and National Government; and

iii. The rnatter rernained unresolved.

Recommendations of thc Committee
ll3. The Committee recommended that:

i. The Accounting Officer should come up rvith strategies to recover the long-overdue
loans within three months of the adoption of this report.

ii. Within three (3) months of the adoption of this report, the Accounting Officer should
submit thc status report for non-performing loans and recoveries made to the
Auditor Gcncral for audit verilication.

b. Doubtlul receivables from exchange transactions (Constituency Women Enterprise
Scheme (CWES))

114. The Accounting Officer submitted that:
i. The Fund reduced the Zero repayment amount to Kshs 40,680,500 as of 31st January 2023.

The Fund collaborated closely with key stakel,olders, like the chiefs, ward administrators,
and elected leaders in the respective constituencies to recover the outstanding loans.

ii. During the Financial Year 2020/2021, a total of Kshs 3,023,302,140 was received as loan
payments against loan disbursement of Kshs 3,010,700,000. Management put mechanisms
in place to ensure loans disbursed are repaid as scheduled through reminders via bulk
SMSs, besides rigorous loan recovery activities in the field.

iii. The general loan provisions of lYo as provided in the financial reports is in line with the
Fund's credit policy.

Ohscrvations and tindings of the Committcc
I 15. 'fhe Committee observed that;
i. Loans amounting to Kshs 3,264,504,009 fi'om Constituency Women Enterprise Schemes

were outstanding for more than one (l ) year; and

ii. The matter remained unresolved.

Recommendations of the Committee
1 16. The Cornmittee recommends that;
i. Management to come up rvith measures to recover the long outstanding loans from

the fi nzrncial intermediaries.
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Il. Within three (3) months of the adoption of this rcport, thc Accounting Ofticcr
submits thc status rcport for non-pcrforming loans and rccovcries madc to thc
Auditor General for audit verification.

c. Doubtful receivables from exchangc transactions (l'iki Pil(i Loan F'inancing)
Submissions by the Accounting Officcr

I17. The Accounting Officer submitted that;
i. The outstanding balance in arrears of Ksh 283,333 was attributable to staff who exited the

Fund.

ii. The Fund recovered the amount owing through their terminal dues.

Observations and findings of the committce
I 18. The Committee observed that:

i. The Fund has non-performing Piki Piki loans totaling Kshs 283,333 whose recoveries
have not been effected for several years;

ii. The loar"rs had been advanced to stal'f members who cxitcd thc scrvice;
iii. The Accounting Officer shor"rld review [nternal Control ltleasLu'es to ensLlre stal'l.s pay

their loans before exiting service; and

iv. The matter remained unresolved.

Recommendations of the Committcc
119. Thc committee recommended that:

i. The Accounting Officer recovcrs the outstanding loans totaling Kshs 283,333

within three months of the adoption of this report.
ii. The Accounting Officcr ensures that all contracts entered into by the Fund are

lawful and are complied rvith in accordance with Scction 68(2)(d) of thc PFIVI Act
2012.

d. Doubtful receivables from exchange transactions (Imprests and advances)
Submission by the Accounting Officer

120. The Accounting officer submitted that;
i. The amounts owed arose due to staff who were issued with salary advances but cxitccl

the service by way of interdiction, termination, or resignation.
ii. The said amount of Ksh 184,584 was computed and recovered fl'orn the stal'l.s tcrrninal

dues.

Observations and findings of the Committce
l2l , The Committee observed that:
i. The amount was recovered from the staff s terminal dues.

ii. The matter was resolved.
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l{ccommendations of the committee
122. 'lhe Accounting Officer should ahvays ensure that, provisions of the PFM Actr20l2,

and the PFM (National Government) Regulations,20l5 are always complied with when
applying to public resources.

(2.) Non-Performing Loans to Fintrncial Intermediaries
123. The receivables from exchange transactions balance of Kshs 3,633,751,652 also includes

amounts due from eight (8) financial intermediary partners with non-performing loans
totalling to Kshs 7l ,330,000. As previously reported, there are ongoing court cases between

the Fund and the hrtermediaries which are indicative that the loans may not be recovered in
full. Further, there are no collaterals to support an advance of Kshs 60,000,000
made to two (2) financial intermediaries who have failed to service the loans.

124. No specilic provisions by way of bad debt adjustments have been rnade in the financial
statemellts to recognize the impairnlent. Consequently, the accuracy of the receivables from
excliange transactions could not be confirmed.

Submissions by the Accounting Officer
125. The Accounting Officer submitted that:

i. TheFund disbursed a total of Kshs 1.84 billion through ll0 financial intermediaries
between the years 2007 and 2014. The funds benefited a total of 163,380 entrepreneurs.

Out of the total disbursements, an amount of Kshs 71,330,000 remained outstanding from
the institutions.

ii. The Fund took the following actions against the defaulting intermediaries:
a) Instituted legal proceedings against Pamoja Women Development Prograrn (PAWDEP), Social

Initiative and Development Entrepreneurs Program (SIDEP), Adok Timo and African Women
Foundation. Judgement was issued in favour of the Fund against Pamoja Women Development
Program (PAWDEP) and Social Initiative and Development Entrepreneurs Program (SIDEP) for
outstanding loan balance plus cost and interest.

b) Enlisted auctioneers to auction off the properties of the defaulting intermediaries. The auctions are

sclieduled fbr the 202212023 Financial Year.

Observations and findings of the Committee
126. The Committee observed that:

i. The Fund had non-performing loans of Kshs 71,330,000 due from eight (8) financial
intermediary partners at the end of the financial year202A/2021;

ii. The Fund instituted legal proceedings against the financial intermediaries (PAWDEP and

SIDEP) and a judgment rvas issued in favourof the Fr"rnd to recoverthe outstanding loan
balance plus cost and interest;
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IV

There were no collaterzrls to support an advance ol'Kshs 60,000,000 to two (2) financial
intermediaries r.vhicl-r did not nrake any repayntents during the year;
The Fund is in the process of enlisting new auctiorleers to auction the secLrrities beforc thc
end of tlre financial year 202212023; and

The matter remained unresolvcd,

Recommendations of the Committcc
127. The Committee recommends tliat:
i. The Accounting Officer enforces the judgement rvithin three months of the

adoption of this rcport to recover the long-outstanding loans of Ksh 71,330,000
from the eight (8) financial intermcdiary partncrs.

ii. Within thrcc (3) months of the adoption of this report, thc Accounting Otiiccr
submits thc status rcport for non-performing loans and rccoveries mndc to thc
Auditor Gcncral for audit verificzrtion.

iii. Thc Accounting Officcr cnsurcs that all contracts cntercd into by the Fund are
lawful and arc complicd rvith in :rccordancc rvith the Scction 68(2)(rI) of thc l,F-M
Act 2012.

(3.) Unsupportcd Travel, Confercnccs and Accommodation
128. As disclosed in Note l4 to thc finarrcial statements. the statcl'ncnt o['Irnancial pcrlirrrlancc

reflects a balance of I(shs I13.461.414 urrder general expenses which incluclcs arr

expenditure of Kshs 21,789,005 in respect ol travel. conf'erences. and accomnrodation.
However, review of records revealed an expenditure totalling to Kshs 1,735,400 in respect
to travel, conferences and accommodation which was rlot supported with user requisitious,
approval, and taxi receipts. Li the circumstances, the validity and completeness of the

expenditure totalling to Kshs 21.789.005 on travel, conference and accomrnodation could
not be confirmed.

Submission by the Accounting Officer
129. The Accounting Officer submitted that:
i. Before a taxi service is used, a requisition is raised for every trip, and approval made on

the request before M/s Trip staft are engaged. After the trip a receipt is issued stating the

areas covered and signed by the r-rser.

ii. The respective vouchers wel'e availed for audit review.

Observations and findings of thc committcc
130. The committec observed that;

i. Expenditures totalling to Kshs 1,735,400 fbr travel, conferences and accommodation
were not suppofted with user requisitions, approval and taxi receipts at the tirne of
audit
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The Accounting officer satisfactorily addressed the issue;

The matter was resolved.

Recommendations of the committee
l.l I. The Committee recommends that the accounting officer ensures that all applicable

accounting and linancial controls, systems, standnrds, laws, and procedures are
lbllorved in the preparation of the financial statements in compliance with Public
Pinance Management Act, 2012 and in accordance with the standards prescribed by
the Public Scctor Accounting Standards Board as per Regulation 101(4) of thc Public
Finance Management (National Government) Regulations, 2015.

(4.) lrregular Payment of Extraneous Allowances
I i2. Tlie statement of financial performance reflects the expenditure of Kshs287,163,324 under

employee costs which includes an amount of Kshs 2,859,659 for extraneous allowances paid
to volunteers engaged by the Fund during the year under review. However, the payments
were not approved by the Salaries and Remuneration Commission. Management did
not provide justification for paying the extraneous allowance in addition to monthly stipends
to volunteers who are not staff of the Fund or on permanent and pensionable terms of
employment. In the circumstances, the validity and completeness of the expenditure totalling
to Kshs 2,859.659 on extraneous allowances could not be confirmed.

Submissions by the Accounting Ofliccr
l -13. The Accounting Officer submitted that:

i. The payments were regular and the allowance was duly budgeted for during the
year under review;

ii. The officers at the Constituencies were not volunteers. They were graded by SRC
and designated as Credit Assistants qualified for extraneous allowances; and

iii. The extraneous allowarlce was provided for within the Public Service and the
reqr,risitions for the payment were done and approved in the nonnal process.

Obscrvations and findings of the Committee
134. The Committee observed that:

i. An amount of Kshs 2,859,659 for extraneous allowances was paid to volunteers
engaged by the Fund during the year under review;

ii. The payments were approved by the Salaries and Remuneration Commissiop;
iii. The Accounting Officer satisfactorily addressed the issue; and
iv. The matter was resolved.

llecommcndations of the Committee
135. The Committee recommends that the Accounting Officer should ensure that,

provisions of the PFM Act,20l2, and the PFM (National Government) Regulations,
2015 are always complied with when dealing with staff allowance.
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Other Mattcrs
(5) Unrcsolved Prior Ycnr Audit M:rttcrs

136. Various prior year audit issues, as disclosed under the progress on follorv-up of Auditor
General's recommendations section of the financial stateurents, renrained urtresolved as at

30 June,2021. The Managernenl did not provide explanations for the delay in resolving thc
prior year's audit issues.

Submission by the Accounting Officer
137. The Accounting Officer subrnitted that:

i. The management resolved some of the prior-year nratters while others had not been

resolved.

ii. The unresolved issues included Loan Repayment and nlatters pending in court.

Observations and findings of thc Committcc
138. The Cornmittee observed that:

i. Prior-year audit issues remained unresolved as at tl'le errd of the financial year 20201 2021

against the requirement of Section 68(2XI) of the Public Finance Management Act, 2012;

ii. The Fund did not disclose the progress on the follow-up of the Auditor General's

recommendations irr the financial stateulents as required by the Public Sector Accor-urting

Standards Board; and

iii. The matter remained unresolved.

Rccommendations of the Committcc
139. The Committee rccommends that:

i. Within three months of thc adoption of this rcport thc Accounting Officcr resolvcs the

outstanding prior year audit issucs as rcquircd by Section 68(2XI) of thc Public Financc
Management Act, 2012 and Section 53(l) of the Public Audit Act, 2015 and submits a

report to Office of the Auditor General.
ii. The Accounting Officer should ensure compliance with Public Sector Accounting

Standards when preparing financial statcments as requircd by the Public Scctor
Accounting Standards Board.

RBPORT ON LAWFULNESS AND EFFECTIVENESS IN USB OF PUI}LIC II.ESOURCIIS
BASIS FOR CONCLUSION

6, Irrcgular Procurcmcnt of Motor Vchiclc llcpairs

140. Tlre statement of finaticial performanoe reflects an expenditure ol'Kshs 14,924,291 unclcr

repairs and maintenance which, as disclosed in Note l3 to the financial statements, includes
an an'Iount of Kslls 4,487,174 in respect of motor vehicle repairs. The balance irrcludes
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l.ll

nraintenance expenses totallir-rg to Kshs 453,256 whose supporting procurement records such
as original tender bid documents, tender evaluation minutes, professional opinion, and award
minutes were not provided fbr audit review.

. -l'his 
is contrary to Section 68(2xdxiii) of the Public Procurement and Asset Disposal Act,

2015. whicli requires an cntity to keep a sumnlary of the proceedings of the opening of
tenders. evaluation. and comparison of the tenders, proposals, or quotations, including the
evaluation criteria used. Consequently, the Management was in breach of the law.

Submissions by the Accounting Officer
142. The Accounting Officer submitted that;

i. lrr each of the cases relating to the expenditure of Ksh 453,256, quotations were sourced from
prequalified service providers frorn either the National Government or the County Govemment
in the specific regions;

ii. The quotations were analyzed to get the most competitive/responsive bidder. Therefore, there
was value for money on these procurements as proper due diligence was carried out before the

awards were done;

iii. Further. during the audit review the Fund did not have an officer who would issue aprofessional
opiniotr, but recomurendations for the awards were done by competent valuation teams as per
thc law; and

iv. 'l'he cotnmittec reconlmendations were also considered by the CEO and approved.

ll

Obscrvations and findings of the Committee
143. The Comrnittee observed that:

Maintenance expenses totaling to Kshs 453,256 were not supported by procurement records
such as original tender bid documents, terrder evaluation minutes, professional opinion, and
award minutes;

The Fund did not have an officer who would issue a professional opinion as a requirement of
the Pr.rblic Procurement and Asset Disposal Act,2015 and Regulations;
fhe Accounting officer was in breach of the law; and

The matter remained unresolved.

Recommcndations of the Committee
144. ]'hc Committce recommcnds that:

i. 'l'hc Accounting Oflicer submits the procurement records, such as, original tencler
bid tlocuments, tender evaluation minutes, professional opinion, ancl award minutes
to the Olfice of the Auditor Gene ral lbr audit verification within three months of the
adoption of this report.

ii. The Accounting Officer should ahvays ensure that the Public Procurement Act, 2015
and Regulations are complied rvith when procuring goods and services.

llt
iv
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lu Thc Cabinet Sccrctary rcprimands thc Accounting Olliccr lirr violating thc l'ublic
Procurcment Assct Disposal Act.
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4.0 CONSIDEITA'IION OF REPORT OF THE AUDITOR GENERAL ON THE
I"lNr\NCIAL S'I'A'TEMENTS FOR COFFBE CHERRY ADVANCE REVOLVING FUND

145. Mr. f inrothy M. Mirugi, Managing Director, New Kerya Planters Co-operative Union,
appeared before the Committee on Tuesday,2l'tFebruary 2023, to adduce evidence on the

audited financial statements fbr the Coffee Cherry Advance Revolving Fund the Financial
Year 2020 /2021. The minutes of the Committee sittings and submissions tabled by the
Accounting Officer are annexed to this report. He was accornpanied by:

I . Ms. Sheila Wahorne - Administrative Officer - New Kenya Planters

Cooperative Union
2. Ms. Angeline Ndan.rbuki - Operations Manager

3. Mr. Zacheus Ndirangr"r -Finance Manager

4.0 Brief Introduction of the ColTee Cherry Advance Revolving Fund
146. Coffee Cherry Advance Revolving Fund (CCARF) is a National Government Fund

establislied in February 2020 under the Public Finance Management Act (CCARF
Regulation.z}z}) and placecl under the New Kenya Planters' Cooperative Union Public
Lirlited Company (New KPCU Plc). fhe CCARF' is in the State Department of Cooperatives
which falls under the Ministry of Agricr"rlture, Livestock, Fisheries and Cooperatives.

147. The objective and purpose of the flind is to provide affordable, sustainable and accessible

coffee advance to smallholder scale coffee growers. The Financial Year ending 30tl' June

2021 is the first year of operation for the CCARF. Fund disbursement started slowly and has

not picked due to inadeqr-rate funds for operationalization, lack of extensive reach across

cof-fee growing areas and unfunded sensitization awareness programs and activities.

4.1 REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR COFFEE
CHERRY ADVANCE REVOLVING FUND FOR THE FINANCIAL YEAR 2OI9I2O2O
AND 2020t2021

'l'hc llnsis lbr Unmodilied (unqualified) Opinion
l4tl. 'fheLe were no material issues that were noted dr-rring the audit of the financial statements

of the Fr,rnd for the two firrancialyears.

Report on larvfulness and effectiveness in the use of public resources.
149. There were no material issues relating to lawfulness and effectiveness in the use of public

resources for the two financial years.
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REPORT ON EFFECTIVB OF INTERNAL CONTROI,S, RISK MANAGBMENT ANI)
GOVERNANCE

150. There were no uraterial issues relating to thc ell-ectivencss of intemal contiols. l{istr
management and Goventance fbr the two financial years.

151. However, the Committee identified the following issues in the reporl and financial
statem ents which required further clari fi cation :

i. The statement of cash flows for the year ended on 30tl'June 2021 indicated that tlie lruncl

received Kshs2,764,094,521, but only Kshs 48,713,943 was disbursed to farmers as o[ l't
July 2021. This was an indication of a slow uptake of funds and required clarification:

Management needed to Indicate wheu the New Kenya Planters Cooperative Union (NKPCU)
transferred funds received frorn the National Treasury into the bank account of the Coffee
Cherry Advance Revolvirrg Fund at Cooperative Bank flor the purpose of delen'nining intcrcst
earned during the period.

iii. Management needed to clarify r.vhether they obtained approvzrl of, the []oarcl regalcling rhc

opening of a bank accoLlnt at a Co-operative Baul< l'or thc Colfcc Chcrry: and

iv. Management needed to clarifu whether tlie Cherry Advance Revolving lrund was nranaged

separately from the new Kenya Planters Cooperative Union accounts. considerirrg that the

union (New KPCU) adrninistered the Fr,urd.

152. in this regard, the Accounting Ofhcer was directed to provide additional informatiorr and
documentary evidence to address the concerns of the Committee.

Submissions by the Accounting Officer:
153. The Accounting Officer made the oral and written submissions on Tuesday, 2 I st February

2023 vide Ref NKPC/MD/Ext/Vol.4/585 date22nd March 2023 as follows:
a. The management prepared the annual report and financial staternents in accordance u,itlr

the provisions of the PFM Act,20l2, Public ar-rdit Act.20l5. thc Public Firrancc
Management (Coffee cherry Advance revolving Fund) l{egulations. 2019 ancl orhcr'

applicable laws and rcgulations.

b. The report of the Auditor General did not have any audit reservations on the annual report
and financial statements which were submitted for audit verification.

154. Evidence on the transmission of funds from the Nerv Kenya Planters Cooperativc
Union to the Coffee Cherry Revolving Fund Account.
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'I'he Coll'ee Cherry Advance revolving funds were transferred from the National Treasury
through the normal exchequer requisition under vote 1 173---State Department for
Cooperative and transmitted directly to the current bank account number 01 1209180000 at

Co-operative Bank Wakulirna House on 3l't January,2020.

The funds were held in a call account in the Co-operative Bank. The essence of the call
account was to allow availability and timely use of the money whenever the need arose.

155. Interest earned from f'unds held at Co-operative Bank from lst January to 30th June
2020

i. The Coffee Cherry Revolving funds were meant for imrnediate disbursement to the
qualiffing coffee farmers who delivered coffee cherry to the coffee marketers. The
Funds were therefore placed in a non-interest-earning current account
01 120959180000.

ll The funds were not placed in any form of interest-earning arrangement because the
requirement for monitoring and disbursement of the funds needed the approvalof the
Board of Directors and appointment of the Fund Manager.

lll. The Fund Manager was appointed with effect from l3th August 2020. Afterwards, the
disbursement to qualiffing coffee farmers started in earnest and by 30th December
2020, it was apparent that the Fund uptake would be slow and therefore required
intervention through seusitization programs for coffee farmers to adopt it.

tv I{equests for placing undisbursed funds in interest-earning call accounts were made
in December 2020 and the approval was receive d on22nd December 2a20 andon I 5s
February 2021. Consequently, no interest was earned from 31't January 2020 to 31sl

December 2020. Hence, no interest income was considered for the financial year
201912020 in the statement of comprehensive income (Profit and Loss statement) as

of 3Oth June 2020.

The money held in the Co-operative Bank acconnt had earned Kshs 205,000,000 in
interest, which was well documented. He explaiued that part of the interest was used
to run the new KPCU.

156. Low uptake offunds
i. There was a low uptake of funds during its inception due to lack of public awareness. The

uptake had significantly improved in the past six months as evidenced by the disbursement
of Kshs 6l I rnillion to coffee farmers;
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Sitrce tlre establishrnent of the Fund, Kshs 589.7 nrilliorr has been disburrsed to 66,652
coffee farmers across the country to date. New KPCU management and the board of
directors have developed the following strategies to increase the uptake of the Fund:

iii. Developirrg and irnplernenting key strategic policies and procedures on the advarrce

application, disbursement. and recovery is in the advanced stages;

lv Automation of the Fund processes is now in the final piloting stages and is expected to be

rolled out soon;

Partnership/collaborations with key stakeholdcrs likc National Colfcc Co-opcrative lJniorr
(NACCU) and courrties; and

vl Decentralize administratior, of Coffee Cheny Advance Revolving Furnd. (CCARF)

Observations and Findings of the Committcc:
157, The Cornmittee observed that:

i. The Auditor - General expressed an unmodified(unqualified) opinion on the annual

reports and financial statements for the Coffee Cherry Advance Revolvirrg Irund lbr thc

2019/20 and2020121;

The rnanagenlent did not surbmit approval by the board of directors to open the bank

account at the co-operative bank, that is, the approved and signed minutes of the board of
directors for New KPCU Public Ltd co. This is because it is an oversigl'rt board of the

Coffee Cherry advance revolving fund (ref: Section 7 of the PFM (coffee cherry advernce

Revolving Fund) Regulations,2019;

The Coffee Cherry Advance Revolving Fund does llot have any bank accorult in its narrre

at co-operative bank as indicated in the financial statements under cash and cash

equivalents in contravention of sections l9(l), (2) and (3) of the PFM (Coffee Cherry

Advance Revolving Fund) Regulations,2019 ;

tv The money for coffee Cheny Advance Revolvirrg Fund is irregr-rlarly held by New KCPLi

The amount of Kshs 2,764,094,521.00 disbursed by the National lreersurv to thc (l('AItl
was rrot deposited into its bank account as stiplllatecl in the PFM regr"rlations; and

The Coffee Cherry Advance Revolving Fr.rnd is a separate legal entity from New KPCU.

which can sue and be sued, can own property, Assets, etc. It is a body which must kecp

its books and records as provided in Section 28(1) and 29(l), (2) and (3) of the PFM
(Coffee Cherry Advance Revolving Fund) Regulations,2019.
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Recommendatiots of the Committee
158. The Committee recommends that:

i. The board of New Kenya Planters Co-operative Union opens a bank aceount for the
Cherry Fund and transfers its funds in compliance with the PFM Act 2012, and
Coffee Cherry Fund Regulations, 2019 within three months of the adoption of this
report; nnd

The ma[agement of New Kenya Planters Co-opemtive Union should within three
months of the adoption of this report, keep separate books and financial records of
Coffee Cherry Advance Revolving Fund in accordance with sections 28(1) and
29(1), 42), and (3) of the PFM (Coffee Cherry Advance Revolving Fund)
Regulafionsr20l9.

ll
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5.0 CONSIDBRATION OF AUDITOR GBNEITAL ON THB FINANCIAL STATEMEN'I'S
FOR STRATEGIC FOOD RESERVE TRUST FUND

159. Mr. Kello I-larsaura. Principal Secretary State Departnrent for Crop Development and

Agricultural Research, appeared belbre the Committee on 28tl'April. 2023 to aclduce evidcncc
on the audited financial statements for the Strategic Food Rcserve 'l-rust FLurd lbr the
Financial Y ear 202012021 . The mirrutes of thc Courmittee sittings and subrnissions tablcd by
the Accounting Officer are annexed to this report. I-le was accompanied by:

1.

2,

J.

4.

5.

6.

7.

Mr. John Kariuki
Ms. Irene Ndonga
Mr. Tobias Osano

Mr. Richard Bii
Mr. Wesley Kiplimo
Mr. John Gichumo
Ms. Charity Muriuki

-Head of Operations of the Fund
-Head of Accounting
-Chief Firrance Officer
-Accountant
-Accountant
-Accounternt

-Personal Assistaut

5.1 Brief background of the Stratcgic Foocl Rcservc Trust Fund

160. The Strategic Food Reserve Trust Fund (SFRTF) was establisl-red under the Public Finarrce

Management (Strategic Food Reserve Trust Fund) Regr-rlations,2015 (L.N. No. 15 of 2015).

Strategic Food Reserve includes ntaize, beans, rice, fish, powdered urilk and canned bee [.

161 . The object and purpose fonuvliich the Fund was established rvas to provide a Strategic I;ood

Reserve in physical stock and cash equivalent and specifically the Fund was used to-
Stabilize the food supply and prices in the country; Arrange for procuremetlt, storage and

sale of food commodities; Maintain adequate strategic food reserves in physical stock or cash

equivalent at any one giveu time; and Mobilize resources to support strategic food rcscrvc
related activities.

162. The initial capital of the Fund was two billion and two hundred rlillion shillings
appropriated by Parliament in the financial Fund &year2014115 and additional capital of
the fund made in the subsequent financial years' br.rdgets.

163. The Fund sliall consist of;
a) monies appropriated by Parliament for purposes of tlie Fund;
b) grants, donations, bequests or otlier gifts made to the Fund:
c) income generated frorn the proceeds of the Fund: and (d) monics fi'orn anl,otlrcl sourcc altprorccl

by the Cabirret Secretary.

164. The Strategic Food Reserve Oversight Board (SFROB) was established r"rnder the same

PFM Act (2012) and the SFRTF regulations of 2015 and mandated to provide oversight and
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policy direction to the fund. The Cabinet Secretary responsible for Finance, issued a legal
notice to dissolve the board though the Public Finance Management (Strategic Food Reserve
Trust Fund) (Revocatiorr) Regulations, 2020, (Legal Notice No 6l of 14th April 2020 now
pcncling approval by the National Assernbly.

I 65. 'l'he National Cereals and Produce Board had earlier been established as a State
Corporatiotr under an Act of Parliament (Cap 338) of 1985 for related purposes and with a
view to eliminate duplicity of efforl, the SFRfF was expected to execute its mandate as

outlined above while NCPB acts as its' agent for purposes of storage and distribution.

5.I.I REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR STRATEGIC
F'OOD RESERVE TRUST FUND FOR THE FINANCIAL YEAR 2O2OI2O2I
Ilasis for Adverse Opinion

(1.)[.lnexplained variances betrveen the statements of financial position and changes in net assets.
166. The statement of financial position as at 30 June,202l reflects balances of Kshs

20,308,437,162 and Kshs 6,841 ,477,890 accumulated surplus and total net assets and
liabilities, which varies with the statement of changes in net assets related account items
betlatrces of Kshs 16,284,725,589 and Kshs 20,308,437,162, respectively. The resulting
respectivc varizrnces ol' Kshs 4,023.711,573.80 and Kshs 13,466,959,272.48 were not
cxplairT ed or analyzed.

Submissions by the Accounting Officer
167. The Accounting Officer submitted that the raised query has been comected in the revised

financial statements for the year 2020/21.

C)bservations and Findings of the Committec
168. 'l-he Committee observed that:

i. Accuntulated surplus variance of Kshs 4,023,71 1,573.80 and total net assets and liabilities
variance of Kshs 13,466,959,272 between the Statement of Financial Position and the
Statement of changes in Net Assets were not explained or analyzed; and

ii. The matter remains unresolved.

Rccommcndations of the Committee
169. l'he Cornnrittee recornmencls that:

i. Within three months of thc adoption of the report, the Accounting Officer ensures
that the variances ol' Kshs 4,023,711,573.80 and Kshs 13,466,959,272.48 are
reconciled and analyzed rvith necessary supporting documents submitted to the
Auditor-General t'or audit verification; and

The Accounting Officer ensures that all applicable accounting and financial
controls, systems, standards,laws, and procedures are followed in the preparation
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of the linancial statcmcnts in compliancc u,ith l)ublic F'innncc Managcmclrt ,,\ct,
2012, and in accordlncc lvith thc standards prcscribcd b1'thc Public Scclor
Accounting Standards Bonrd :rs pcr Rcgulation l0l(4) of thc Public Fintrncc
Managcment (Nationnl Govcrnmcnt) Rcgulations, 2015.

(2.)Inconsistencics betrvecn the statement of comparison of budgct and actualnmounts
and the statcment of financial performancc

170. The statement of comparison of budget and actual amoLults reflects the fir-ral budget total

revenlre figure of Kshs 2,689,496,699. However, there was no budget allocation for the Fund

during the year under review. Further, total actual expenditure for the year of Kshs

9,842,697,213 shown in the same statement differs with the total expenditure figure of Kshs

2,078,532,937 reflected in the statcment of financial perfionnarrce, resulting in unexplained
variance of Kslis 7 ,764.164.275.

Submissions by thc Accounting Ofliccr
171. The Accounting Officer sr.rbmitted that the nrattel hacl bcen corrcctccl in thc rcrisccl

financial statements for the year 2020121. He further noted that the total expenditure ol'I(sh
2,078,532,937 .39 compriscd of dcprcciation, intercst expcnses and board cxpcnses.

Observations and Findings of the Committcc
172. The Cornmittee observed that:

i. Total actual expenditure for the year of I(shs 9,842,697,213 iu the staternent ol
comparison of br-rdget differed frorn the total expenditr-u'e figr"rre of Kshs 2,078.532.937
reflected in the statement of financial perfornrance resulting in unexplained variancc ol'
Kslrs 7,764,164,27 5 ; and

ii. The matter remains unresolved.

Recommendations of the Committcc
173. The Committee recommends that:

i. The Accounting Officer rcconciles thc unexplaincd variancc of Kshs 7,764,164,275

rvithin threc months upon thc adoption of this rcport and submits thc rcconciliations
to the Auditor-Gencral for vcrification and reporting in thc ncxt audit cycle.

ii. The Accounting Officcr to cnsurc timcly provision of accounting documcntation
required for audit verification as per the provision of Section 3l of the Public Audit
Act,2015; and

iii. The Accounting Officer ensures that all applicablc accounting and financial controls,
systcms, standards, larvs, and proccdurcs arc follorycd in thc preparation of the
financial statements in compliance rvith Public Finance Managcment Act,20l2, and
in accordance rvith the standards prescribcd by the Public Scctor Accounting
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Standards Board as pcr Regulation 101(4) of the Public Finance Management
(National ()overnmcnt) Ilegulations, 20 I 5.

(3.) Inaccurate disclosures in the notes to the financial statements
I 74. Note 6 to the financial statements reflects nil revenue on transfers from other Government

entities rvhich differs with the statement of financial performance figure of Kshs
2,689,496,699. Further, the statement of financial performance reflects Kshs 2,074,562,537

under interest expenses.

I 75. I lowever, there is no disclosure in the notes to the financial statements giving details of the

ligure and no verifiable documents were provided for audit to support these expenses.

Submissions by the Accounting Officer:
176. The Accounting Officer submitted that the matter had been corrected in the revised

financial statements for the year 2020121. FIe noted that Ksh 2,689,496,699.25 reflected in

the statement of financial performance was erroneously posted in the SFRT and the funds
were received in the state department recurrent bank account not SFRT bank account. He

lirrther explained that Kshs 2,074,562,537.39 reflected as interest expense was disclosed

under note 36 -Trade and other payables.

Observations and Findings of the Committce
177. The Committee observed that:

i. There was no disclosure in the notes to the financial statements giving details of the

Kshs 2,074,562,537 under interest expenses and no verifiable documents were provided

for audit to suppoft these expenses.

ii. 'lhe matter remains unresolved.

Recommendations of the Committee:
178. The Committee recommends that:
i. Within three months of adoption of this report, the Accounting Officer to reconcile

and analyse the Kshs 2,074,,562,537 interest expenses and submit the necessary
supporting documents to thc Auditor-Gencral for audit verification; and

ii. The Accounting Officer ensures that all applicable accounting and financial controls,
systems, standards, laws, and procedures are followed in the preparation of the
financial statements in compliance with Public Finance Management Act,2012, and in
accordance with the standards prescribed by the Public Sector Accounting Standards
Board as per Regulation 101(4) of the Public Finance Management (National
G ovcrnmcnt) Rcgulations, 2015.
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(4) Statemcnt of cash florvs
179. The reflects comparative year's {igures of Kshs 18.287.773.060. I(shs 2tt.281.773.0(r0 anrl

Kshs 4,725,613,502 ttuder net cash l'lorvs li'om invcsting activities. rrct cash llou,s usccl ip
finarrcing activities and uet increase/decl'ease in cash and cash equivalents w,hicl"r clili'ers lvith
the previous year's audited financial staternerlts figure of l(shs 14,500,000, nil. arrcl I(shs
9,842,697,21 3, respectively.

180. Further the statement of cashflows does not reflect reverlue from non-exchange
transactions and interest expense of Kshs 2,689,496,699.25 and Kshs 2,074,562,537.39
respectively. In the circumstance the accuracy con'rpleteness presentation and disclosure ol'the
statement of casliflows for the year ended 30tl'June 2021 could not be confirmed.

Submissions by the Accounting Officer
181. The Accounting Officer sr,rbmitted that the matter had beerr corrected in the revised

financial statetneuts for the year 2020121. I-le rioted that the comparatives brought (brrvarcl

related to 2018/19 l'inancial starer:rents instcad ol20l9i20 tlnancial starcrncrrrs.

Obscrvations and Findings of thc Committcc
182. The Committee observed that:

i. The statement of cash flows did not reflect revenue from non-exchange transactions
and interest expense of Kshs2.689.496,699 and Kshs2,074.562.537, respectively at
the tirne of audit; and

ii. The matter rernained unresolved.

Recommendations of thc Committce
183. The Committec recommends that:

i. Within thrce months of adoption of the report, the Accounting Officer ensuros
Kshs 2'689,496,,699 and Ksh2,074,562r537 from non-exchange transactions and
interest expense arc reconciled and analyzed rvith the necessary supporting
documents submittcd to thc Auditor-Gcneral for vcrification and rcporting in thc
next audit cycle.

ii. The accounting officcr ensures that all applicnble accounting and [inancial
controls, systems, standards, larvs, and proccdurcs arc tbllorvcd in thc prcparation
of the linancial statements in compliancc rvith Public Financc Mirnngcmcnt Act,
2012, anrJ in accordance with thc standards prcscribcd by the Public Scctor
Accounting Standarcls Board as pcr Rcgulation l0l(4) of thc Pubtic Financc
Management (National Govcrnmcnt) Regulations, 2015.

(5) Unsupported Reccivables from Exchange Transzrctions
184. The statement of financial position as at 30 June, 2021 reflects the current portion of

receivables from exchange transactions of Kshs7,322,218,136 and as disclosed under Norc

55



29(a) to the llnancial statements. Inch"rded in this arnount is Kshs434,996,371 relating to

proceeds from sale of imported maize by National Cereals and Produce Board (NCPB). The

sales proceeds were not supported by the records on sales of maize and the validity of the

amount of Kshs434,996,371 owir,g from proceeds from sale of maize could not be

confirmed.

185. In addition, as repofted in the previous year, the current portion of receivables from

exchange transactions of Kshs7.322,218,136 includes other exchange debtors amounting to

Kstrs6,865.220.613 relating to receivables from the State Departrnent for Special

l)rogramrnes which has been long outstanding and whose recoverability is doubtful.

Submissions by the Accounting Officer
186. The Accounting Officer submitted that the sales records were available at the selling point

which is the NCPB - the analysis of the imported sale proceeds is tabulated. He noted that

tlre receivable from Special program to SFRTF for Kshs 6,865,220,613.00 arose from

distribLrtion ol'relief food to different affected counties. He explained that the same was fully
supported and acknowledged by the state deparlmeut for Devolution and ASAL (then).

187. He further noted that the internal audit report dated 30th March 2020 confirmed that the

released of maize was duly authorized by SFRTF board and the distribution was above board.

He explained that the state Department of Special programs was not trading but just co-

coordinating the relief activities and it didn't receive exchequer funding for the same.

Obse rvations and F-indings of the Committee
Ititl. -fhe Comnrittee observed that:

i. The validity of the amount of Kshs434,996,371 owing from proceeds from sale of
maize which could not be confirmed at the tirne of audit has since been availed at

the selling point which is the NCPB;
ii. The exchange debtors amounting to Kshs 6,865,220,613 relating to receivables fronl

the State Department for Special Programmes which had been long outstanding and

whose recoverability was doubtful has since been fully supported and acknowledged

by the state deparlment for Devolution and ASAL;
iii. The matter was also before 201912020 Public Account Comrnittee (Paragraph 1368)

deliberations and marked as resolved;

iv. The explanation given by the Accounting Officer and documents provided regarding

Lulsupported receivables from exchange transactions was satisfactory; and

v. The rnatter was resolved.

Recommendations of the Committee
189. l'he Committee recommends that:

i. 'l'hc Accounting Otficer should ensure timely provision of accounting documentation
rcquired lbr audit verilication as pcr the provision of Section 31 of the Public Audit
Act,20l5; and
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ll. The accounting officer cnsurcs that all applicable accounting antl financinl
controls, systcms, stand:rrds, litrvs, :rncl proccdurcs arc follorvctl in thc prcparatign
of thc financial statemcnts in compliancc rvith l,ublic Financc Managemcnt Act,
2012, and in accordancc rvith thc stantlartls prcscribctl by thc public Scclor
Accounting Standards Iloard as pcr Itegulation l0t(4) of thc lrublic Finance
Managcment (National Government) Rcgulations, 2015.

(i) Long outstanding Receivabres from Non-exchange Trnnsactions
190. The statement of financial position reflects receivables from non-exc6ange tralsactiors .l'

Ks1rs700,000,000 and as disclosed under Note 30 to the fiuancial staternents. -l-his 
rcccivahlc

arose becattse of a nlemoraudttm of understarlding signccl iu the year 20 I 6 betrveep t6c ljun6
and the New Kenya Cooperative Creameries (KCC).

l9l. Frorn the mirrutes of meetings of the oversigl-rt Board. the Fund resolvecl to tra,sf'er
Kshs700,000,000 to Ner.v KCC fbr purchase of surplus milk fr.onr farmers for the
establishment of a strategic reserve of rrilk powdcr. However, altliough New KCC
acknowledged receipt of the funds and recognized the liability as disclosed ip their fina,cial
statements. it was not holding any stocks of milk powcler on befuall-ol'tfie l]und as at j0.lu,c.
2021.

Submissions by thc Accounting Ofliccr:
192. The Accounting Officer submitted that the powdered milk stock held at Kenya Creameries

Cooperative (KCC) amounting to Kshs 700.000,000.00 that has bccrr ourstancling irr thc
records had beer-r convefted into a debt as ref'lectecl in the Financial Statement for the 1,ear
ended 30th June 2021. I-le further noted a letter hacl been writterr to rle\.!,KCC to rcliurcl
Kshs700 million owed to SFRTF and the amount has since been rel'lectecl as clebts llrlrrr Nor.
KCC.

193. Inventories of powdered milk amounting to Kshs 700,000,000 held by New KCC was
discussed in financial year 20l8l19 and following recommendation made: -
llilhin three (3) montlts after tabling ond odoptiort of tttis report, the EACC to itritinte atr
investigotiott ittto the purported inventor.ies paidfor and held by New KCC.

Obscrvations and Findings of thc Committcc:
194. The Cornmittee observed that:

i. Although New KCC acknowledged receipt of Kshs 700,000.000 and recpgnizecl
tl-re liability as disclosed in their financialstatements, it was not holding any stocks
of milkpowderon behalf of the Fund as at 30.lune,202l hence its recoverabilitv
could not be confirmed

57



ll Kshs700,000,000 has since been reflected as a debt owing from New KCC
However, the stocks of powdered rnilk have not been accounted for;and
The matter remains unresolved.

Ilecommendations of the Committce
I 95. The Committee recommends that, rvithin three (3) months of that after the adoption

of this rcporl, thc Ethics and anti- Corruption Commission (EACC) should investigate
thc purported invcntories p:rid fbr and held by Nerv Kenya Cooperative Creameries
(Nov KCC) and to submit a report of the investigations to the National Assembly.

(ii) Unsupported Inventories
196. As reported in the previous year, the statement of financial position reflects the inventory

balance of Kshs 34,802,500 and as disclosed under Note 31 to the financial statements which
comprises ol consutnable stores-maize. However, the inventories balance of Kshs
34,802,500 which was carried forward from the previous year, was not supported by any

verifiable record.

Submissions by the Accounting Officer:
197. The Accounting Officer subrnitted that the documents supporting the carried forward stock

were available at NCPB. He noted that the said maize was later sold by NCPB.

Observations and Findings of the Committee
l9ti. l'lie Comrrittee observed that:

i. 'l'he inventories balance of Kshs 34,802.500 which was carried forward from the

previous year, was not supported by any verifiable record at the time of audit;
ii. The Subrnission by the Accounting Officer relating to unsupported inventories was

not supported by any record; and

iii. The matter remains unresolved.

Ilecommendations of the Committee
199. The Committee recommends that:

i. Within three months upon adoption of this report, the Accounting Officer should
provide supporting documents tbr the invcntories balance of Kshs 34,802,500 to
the Auditor-General for audit verification and reporting in the next audit cycle;

ii. The accounting officer ensures timely provision of accounting documentation
required lbr audit verification as per the provision of Section 3l of the Public
Audit Act, 2015;

iii. 'I'he acc<tunting officer cnsures that all applicable accounting and financial
controls, systems, standards, laws, and proccdures are followed in the
preparation of the linancial statements in compliance lvith Public Finance
Mnnagement Act, 2012, and in accortlance with the standards prescribed by the
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Public Scctor Accounting Stand:rrds lloard as per Rcgulntion l0l(4) of thc
Public Finnncc Managcmcnt (National Government) Regulations, 201 5.

(iii) Unsupported Trade and Othcr Payables
200. The statement of financial position reflects a trade and other payables balancc ol'

Kshsl ,226,417,747 and as disclosed under Note 36 to the financial staterrents. The balance
includes an antount of Kshs12,380,355,021 brought forward from the previous financial year
which was not supported by any verifiable records. Following verification exercises carried
out in the month of August and September, 2020 by a team drawn from the Ministry of
Agriculture, Livestock, Fisheries and Cooperatives, The National Treasury and Planning and
the Executive Office of the President. the verified pending bills arnountecl tir
KshsI4,454,917,559 includirrg iuterest orr cleIayed paynrents.

201. This resulted in variance of Kshs2,074.562.538 bctween Kshsl4.454.()17.5-59 ancl

Ifths12,380,355,021. This has been disclosed as arr interest expense but not supportcd by
any verifiable records.

Submissions by the Accounting Officer

202. The Accounting Officer subrnitted that the balance of Kshs12,380,355.021.15 brou_eht

forward from the previous financial year were agency costs (fr,uligations costs, storagc
charges, sales comurission among other charrges) that had accumulatcd over a pcliod. Which
was reconciled between NCPB and SFRT records. He noted that tlie verified pending bilts
amounted to Kshs 14,454,917,558 included interests on the delayed payments alrd the
pending bills were paid by the state department of crop developrnent as per the dctailed
analysis provided.

203. Further, He explained that the paymerrt vouchers were available at thc SDCD&AIt arrcl hacl

been verified by the auditor. He noted that the variance of Kslis 2.074,562,537.69 bctwccn
Kshs 14,454,917,558.84 and Kshs 12,380,355,021.15 which had been disctosed as intercst
expense was being reconciled between the NCPB and SFRT records.

Observations and Findings of the Committee
204. The Committee observed that:

i. The balance of Kshs12,380,355,021 brought forward frorn the previolrs f-rnancial ycar
has since not been supported by any verifiable records,

ii. The variance of Kshs2.074,562.538 between Kshs14.454.917.559 and
Kshs12,380,355,021 disclosed as interest expense was not sllpportcd by any vclillablc
records; and

iii. The matter remains unresolved,
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Recommendations of the Committee
205. The Committee recommends that:

i. The Accounting Oflicer should within three months upon the adoption of this report
provide the supporting documentation relating to the variance of Kshs2r074,562r538
on interest expense to the Auditor General for audit verification;

ii. 'fhe accounting officer to ensure timely provision of accounting documentation
required for audit verification ns per the provision of Section 31 of the Public
Audit Act,2015;

iii. The Aceounting OIIicer ensures that all applicable accounting and financial
controls, systems, standards, laws, and procedures are followed in the preparation
of the financial statements in compliance with Public Finance Management Act,
2412, and in accordance with the standards prescribed by the Public Sector
Aceounting Standards Board as per Regulation 101(4) of the Public Finance
Management (National Government) Regulations, 201 5.
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6.0 CONSIDERATION OF TI.IE IIBPOIT'I OI'.I'IIE ATiDI'I'OII GIiNI|I{N L ON'I'III'
FINANCIAL STATEMENT OF TI{E EQUALIZATION FUND
206.Mr. Guyo Boru, Chief Executive Of}'icer and Secretary t['re Equalization Funcl Advisory

Board, appeared before tlie Cornmittee ou l8tl' March 2023 to adcluce evidence on tlrc auclitcd
financial staternents for the Equalization Fund tbr tlre Finzrncial Year 2020 12021. Thc ntinutcs
of the Comrnittee sittirrg, and subrrissions tabled by the Accounting Officer are annexccl to tlris
repoft. He was accompanied by:

1. Ms. Grace Atala - Deputy Director Ar.rdit

2. Mr. Benjarnin Matheka -Accountant

6.1 Brief background of the Bqualization
207. Establishment of thc Fund

a. The Equalization Fund is established under Article 204( I ) ol'the Constitution ol-l(crrvzr.
2010 which requires that one half per cent (0.57o) ol'all thc rcvcrlue collectccl b1'thc
National Governtnent each year calculatcci based on thc lltost t'ccult auclitctl acc()unts
of revenue receivecl, as approvecl by the National Asscnrl'rlv tre paicl irrto thc
Equaiization Fund.

b. Article 204(2) further provides that tlie National Government shall use the funcl only to
provide basic services, including u,ater. roads, heath facilities and electricity to
marginalized areas, to bring the qr"rality of the services in those areas to the levcl
generally enjoyed by the rest ofthe nation.

c. As a precondition to the allocatiort and utilization of the eqr-ralization fiurd. Articlc
216(4) of the constitution requires that the Comrnission on Revenue Allocation (CItA)
determines, publishes, and regularly reviervs a policy in which it sets out tlie criteria by
which to identify rnarginalized areas.

d. Article 204 of the Constitution which establishes the fund provides that it lapscs twenry
years after the effective date unless parliament enacts legislation exterrdirrg thc fund fbr
a further fixed period of six years,

The Equalization Fund Advisory Board
208. Up to November2019 the Equalization Fund was adnrinistered clirectly througlr (iuiclclirrcs

published through Gazette Notice No lTll dated l3tl'March,20l5. I-lowevcr. on -irr'

November,20l9 the High Court made a ruling on Petition no.272 of 2016 which declaled
the Equalization Fund Guidelines unconstitutional, null and void. This in effect clisbanclecl
the Equalization Fund Advisory Board and barred any furtlter expenditure li'om thc
Equalization Futd.

209. The Court directed the National Treasury to devclop a statllrory instrunrerrt on thc
administration of the Equalization Fund r,vithirr six rnonths. It is orr this basis. rhat a rlLrlti-
agency committee comprising of representatives from National Treasury. National
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Assembly, Senate, Council of Governors, Commission of Revenue Allocation and Controller
of Br.rdget was plrt in place to develop a new Equalization Fund statutory instrument.

210. 'l'he team developed the Public Finance Management (Equalization Fund Administration)
Itegulations, 2021 which was then published through Kenya Gazefte supplement No. 69,
Legal Notice No 54 of 29tt' April, 2021 and approved by Parliament paving way for the
operationalization of the Fund.

21 1. The PFM (Equalization Fund Administration) Regulations ,2021provides for:
i. Establishment and functions of the Equalization Fund Advisory Board;
ii. Guidance on the administration and management of the Fund;
iii. Establishrnent and fr.rnctions of the Secretariat;

iv. Establishment and functions of county technical committee and all other committees
resporrsible for identification, implementation, monitoring and evaluation of all
projects to be financed from the Fund;

v. Functions of various stakeholders in relations to the Fund;

vi. Criteria for identification of projects;

vii. Workplans preparation and reporting requirements; and

viii. Withdrawals from the Fund; and winding up of the Fund.

Highlight of PFM (Equalization Fund Administration) Regulations, 2021

212. The highlights of the Regr"rlation 2021 are as follows:
i. Establish an unincorporated board to advise the cabinet secretary on the proper and

eft'ective performance of the Fund;

ii. Provide guidance on the administration and management of the Fund;
iii. Provide for the withdrawals from the Fund;
iv. Provide for completion of ongoing projects under the First Policy;
v. Provide for implementation of new projects under all subsequent policies; and

vi. Provide for the procedures in relation to winding up of the Fund.

Utilization of Equalization Funds
213. I{egulation 24(l) of the PFM (Equalization Fund Adrninistration) Regulations,202l

provides that the Equalization Fund shall be utilized indirectly as conditional grants to the
affected counties in accordance with the Division of Revenue Act and the Equalization Fund
Appropriation Act for the respective financial year.
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6.I.I REPORT ON TIIE AUDITBD FINANCIAI, STATBMENTS OF'I'IIB
EQUALIZATION FUND FOR TI{E FTNANCIAL yEArt 2020t2t
REPORT ON LAWFULNBSS AND EFFEC'I'IVENII,SS IN 1'III', USI' OI' PUI}I,IC
RESOURCES

Basis for Unmodificd Opinion
(1.)Non-Compliance rvith the Constitution and thc Larv

214. Article204(l) of the Constitution of Keriya,20l0 requires thar orre hall'per cenl (0.5%)
of allthe revenue collected by the National Governmerrt each year calculated on the basis
of the most recent audited accounts of revenue received, as approved by the National
Assembly be paid into the Equalization Fund.

215. The purpose of the Equalization Fund is to
provide basic services irrcluding water, roads. heath facilities and electricity to
marginalized areas, to bring the quality of the services in those areas to the level generally
enjoyed by the rest ofthe nation.

216. As reported in tlie previolls year. a revicrv of the firrancial statelllents tbr thc Ilcprirlizatiorr
Fund for the year endcd 30 Jurrc, 202l rcvcaled that only arr antoLut( o['Kshs 12,400.000.(X)()
out of the expected Kshs 30,786.056,051 of the total entitlcmenl. Il'orn the tinancial ycars
2011/2012 to 201912020 had been transferred to the Equalization Fund AccoLrnt as tabulated
below:

217 . The National Treasury had not remitted the remaining balance of Kshs I 8,3 86,056,05 I to
the Fund as at 30 June, 2021. Management has stated that funds were not disbursecl dr-rring
the period under review due to a court ruling that declared the Guidelines on the

Audited

Financial Year

Equalization
Fund Entitlemcnt
(Kshs)

Amount
Transf'errcd to thc

I.'und

(Kshs)
z}t1/2012 l+0s,il l,2ro,r50 2.329,056,051

20t2/2013 lsz6,6s:,soo,ooo 2,633,267,500

t,
2013/2014 26,653,500,000 2,633,267,500

20t4t20ts lllt,ot5,5oo,ooo 3,865,077,500 6,400.000.000

2015t2016 lllt,ol 5,5oo,ooo 3,865,077,500

016t2017 3,015,500.000 1.t365,077.500 5.000.000,000

201712018 ltll,ot5,5 oo,ooo I,865.077.500

0 t 8/2019 ,01 5,500,000 J,865,077,500

019/2020 ,015,500,000 1,865,077,500

fotal
le Jst,ztl,2to,tso 30,786,056,051 12,400,000,000
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Adnrinistratiotr ol'the Equalization Fund published on 13 March,20l5 null and void. Lack
ol'clisbursements casts doubt on realizatior.r of the Fund's intended objective of providing
basic services to the nrarginalized areas. The National Treasury is, therefore, in breach of
the Constitution.

Submissions by the Accounting Officer
218. The Accounting Officer submitted that:

i. The Natiorral Treasury breached the Constitution by not remitting the remaining
balance of Kshs 18.386,056,051 to the Fund.

ii. Irr the first three years afier the establishment of the Fund, i.e., the financial years
201112012. 201212013 and 2013/2014, tlie Fund had no allocation, and this was

because the First policy to identify the marginalized areas had not been developed by
the Commission on Revenue Allocation.

iii. The total entitlement to the Fund since inception was Kshs 54,035,184,050.
iv. The total allocation to the Fund Since inception (approved by Parliament) was Kshs

26.293,791,644 and an amount of Kshs12,400,000,000 was appropriated tluough the
Equalization Fuud Appropriation Act 2017 and subsequent re-appropriation in the
Equalization Fund Appropriation Act 2018.

v. Parliament approved outstanding amount of Kshs 13,893,791,644 which comprised of
Kshs 6,825,317,433 and Kshs 7,068,474,211 for FY 2021/2022 andFY 2022/2023
respectively which was appropriated through the Equalization Fund Appropriation Bill,
2023, that was published on 3l't January 2023 and is awaiting further consideration
and approval by Parliament.

vi. Considering the total allocation to the Furid (approved by Parliament) since inception
(Kshs 26.293.71)1,644) against the total entitlenrent of Kshs 54,035,184,050 there is an
arrears o {'Kshs 27 ,7 41 ,392,406 entitlement that needs to be appropriated by Parliament.

vii. 'l'here is need for National Treasr,rry to provide a funding plan to progressively clear the
arrears entitled to the Equalization Fund.

219. The entitlements and allocations for the Equalization Fund since inception were as detailed
in the table below:

Financial

Year

Most recent ar"rdited revenLres

approved by the National Assembly
Equalization

Fund Allocation
Equalization

Fund

Entitlement
(0.5% of most
recent audited

Amount

Reflected in the

DORA
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Base Year

for nrost

recent

audited

revenues

approved by
National
Assembly

Audited
approved

by

Asserrbly

and

revetlues

National

(Kshs) (Kshs)

and approved

revenues)

(Kshs)
(a) (b) (c) (d) (e)

r) 201U12 2008/2009 468,151 ,970,000 0 2,340,759,950
2) 2012/13 2009/2010 529.300,000,000 0 2,646.500,000 0

20t3114 2009/2010 529.300,000,000 0 2,646,500,000 0

2014115 2009/20t0 529.300,000,000 400.000.000 2,646.500.000 3.400.000.000
20tslt6 2012/2013 776.900.000.000 6.000,000.000 I :.ag+.soo.ooo
20t6lt7 2013/20t4 935,653,000,000 6,000,000.000 4,678,265.000

20t7lt8 2013/20r4 935,653,000,000 0 4.678.265.000

4.678.265,00020t8119 2013t2014 935,653,000,000 0

e) 2019t20 2014/201s 1 ,03 8,03 5,000.000 0 5,1 90,1 75,000 5.760,000,000
2020121 2016/2017 1,357,698,000,000 0 6,788,490,000 6.788,490,000

l1) 2021t22 2016/2017 1,357,698,000,000 6,825.317.433 6.788.4e0.000 6.825.317.433
l2) 2022/23 2017/2018 I ,413,694,840,000 1,068.474.211 7,068.474.200

10,807,036,810,000 26,293,791,644 54,035,I84,050

))
,4)

5)

6)

i7
8)

l0)

GRAND TOTAL

Source:

(Kshs)

0

6.000.000.000

6.000.000,000

7.127.000.000

4.700,000.000

7.068.474,211

54,2(r9,2tl I,6.14

of
of Da.,^-,,^ A ?AlO'Flivioi^- ^f D-.,-^"- A^r ,nIa. I\;',;^: nf Perre-rtp L o+ )o11

Division of Revenue Act.20l6: Division of Revenue Act.20l5: Division of Revenue Act.20l4

220. ln the FY 2022123 Supplementary Budget, the National 1'reasury considerecl and irrcludecl
Kshs 6,825,317,433 being Equalization Fund budget allocation lbr FY 2021l22.llou,cvcr.
the amount was reduced to Kshs 3.261.843.222 by Parliamerit.

221. To facilitate applicatior-r, utilization and inrplemcntation ol'l:cpralizarion Furrcl llill 1023
once approved by Parliament, there is need to request for consideration of thc Kshs
3,563,474,211 deficits in the FY 2024 Budget Policy Staternent and subsequentli, in the FY
2023124 budget estimates as'allocation to the Equalization Funcl since the full amount (Kshs
6.825,317,433 FY 2021122) had been factored ir.r the Equalization Fund Appropriation llill
2023.
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222. I'he FY 2023 Budget Policy Statement, the National Treasury considered and included
Kshs 7.867 billon being Equalization Fund budget allocation for FY 2023124.

223. Manasement of the Fund undertook the following measures to ensure that the amount is

recovered.

a) Ensured that the Kshs 13,900,000,000 for the 352 projects in the 2018 policy was covered
irr the Budget Supplementary Estimates for the Financial Year 202312024 to facilitate the
i rnplemerrt atiorr of pending project

b) I.obbied the National Treasury to double allocation for the next seven (7) years to cover
thc l'unds not rernitted.

Submissions by the Principal Secretary National Treasury
224. The Principal Secretary National Treasury made written submissions dated 2"d May,2023,

as follows:

(1.) Entitlement to thc Fund
225. Ar1',icle204 (1) of the Constitution of Kenya 2010, stipulates that Equalization Fund annual

inflow shall be one half per cent (0.5%) of all the revenue collected by the national
government each year calculated based on the most recent audited accounts of revenue
received, as approved by the National Assembly. This is the basis upon which the National
Treasury anived at the Fuurd's entitlements since financial year 201 112012.

226. The Constitution also requires in Article 204(3)(a),that usage of the Equalization Fund by
thc National Governmerit shall be only to the extent that expenditure of those funds has been
approved in an Appropriation Bill enacted by Parliament. Accordingly. the funds disbursed
were undet'pinned by the Equalization Fund Appropriation Acts for the financial years
201612017 and201712018 approved by the National Assembly. The Fund's entitlement as

per the most recently audited accounts of revenue as at 30th June, 2021 was Kshs
30'786,056,051 out of which Kshs 12,400,000,000 had been disbursed to the Fund leaving
arrears amounting to Kshs 18,386,056,051.

2. Challcngcs Encountered
227. flre Fr.urd was operationalized in FY 201512016 and irnplementation has faced various

challenges which have contributed to the delay in disbursernents. Some of the challenges were
highlighted as follows:
i. The first policy on identifying marginalized areas was intended to cover the FYs

20ll/2A12,2012/2013 and 201312014. However, there was a delay in approval of the
policy (approved in December. 2015). The approved policy covered FYs 201412016 and
20t6t2017;

ii. 'l'ltere was an initial delay in granting approval of the guidelines for administration of the
Equalization Fund. The gr.ridelirles were approved by the National Assembly in 2016;
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iii. Delayed disbursement of funds fronr llclualization Fund due to lapse o[ the Equalizatiou

Appropriation Act 2017. Althor.rgh Article 204 (5) of the Constitutiorr indicates that anv

urtexpended nloney in the Equalization Fund at the end of a particular' financial Year shall

remain in that Fund. there was need to harnronize the tu,o to enable rclease of the rctaincd

funds. A legal opiuion was sort liom the Attorney General that grautcd continuous usc o['

the Appropriation Act 2018;

iv. On 5tl'Novernber 2019 the High Courl made a ruling on Petition No.292 of 2016. 'l'he

ruling declared the Equalization Fund guidelines as unconstitutional, null and void. This

in effect disbanded the Equalization Fund Advisory Board and stopped any further
expenditure from the Equalization Fr-rnd and funding of the same;

v. The National Treasury was directed to develop new statutory instrurnent on the

adrninistration of the Equalization Fuud and tlre lcngthy proccss ol'clcvclopint ncvv

statutory instrurnent caused nrore delays in opelationalizatiorr of'l'iqLralization Iiurtcl:

vi. Tight fiscal space to allocate and appropriate the full Equalizatiorr lurrd entitlerrertt:
vii. Development of a legal instrulmcllt to allow funding under the new Equalization Irund

Regulations has taken tirne to actr"ralize. The Equalizatiorr Appropriation Bill 2023 is
currently at the National Assembly ar,vaiting revieu,. Funds will herrcelbrth be distrursccl

through counties as either conditional or unconclitional glants; and

viii. The National Treasury is committed to ensure that the Fund is allooated necessary

resources. In the clrrrent budget for Fir"rancial Year 2022/2023. Kshsl0.3billion lias l"reen

appropriated for the Equalization Fund.

Observations and findings of the Committec
228. The Committcc obscrved thc follorving.

i. The National Treasury has no1 reuritted the rerlaining zurlorurt ol'

Kshs 18,386,056,051 .

ii. The Cor-rrt Order delayed the renrittauce ol'lirrids b.v" thc Nartiouirl 
-l-reasulr'.

iii. The National Treasury cornnritted to allocating Kshs 10.3 billion to thc lrurtcl irr tlrc

current budget for Financial Year 202212023.

iv. The matter remained unresolved.

Recommendations of the Committee
229. The Committec recommends that thc National Treasury disburscs

Kshsl8,386,056,051 owed to thc Equalization Fund in thc 202312{124 Financinl Ycar.
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7.0 CONSIDERATION OF THE REPORT OF THE AUDITOR. GENERAL ON THE
FINANCIAL STATEMENT OF THE MECHANICAL AND TRANSPORT FUND.
NATIONAL YOUTH SERVICE

230. Mr. Amos N. Gathecha. EBS, 'ndc', (K) the Principal Secretary, State Department for
Ptrblic Servir:e. appeared before the Committee on Thursday, l3th April 2023,to adduce

cvitlence on thc aLrclited financial statements for the National Youth Service - Mechanical
atrcl l'ransporl Irund fbr tlie Financial Year 2020 12021. The minutes of the Cornmittee
sitting, and submissions tabled by the Accounting Officer are annexed to this report He was

accornpanied by;

l. Ms. Annie Haji - Head of Operations, NYS
2. Mr. Samuel Okeyo - Accountant
3. Ms. Jenifer Mureithi - Accountant
4. Mr. Gad Etyang - Accountant

7.1 llrief Background of the Mcchanical and Transport Fund-National Youth Service
23 l. National Youth Serice Mechanical and Transport Fund is established under the legal

notice No. l5 of 30th January 2011. The Fund's principal activity is to provide mechanical

and transport services. These include provision of equipment for development and

maintenance ol'infrastructLlre and wide range of mechanical and technical services to both
the public and private sector.

232. 'l'he object and purpose of the Fund is to ensure sustainability of commercial and enterprise

activities of the Service through; - commercializing some of the operations of the Service;

initiating, supporting and facilitating enterprise activities of the Service;providing resources

for the purchase, maintenance, renewal, and replacement of plant, machinery and equipment
of the Service; and supporting any other activities incidental to the sustainability of the Fund.

233. The sources of the Fund consist of ;-monies appropriated by the National Assembly for the
pLrrposes of the Fund; income generated from commercial and enterprise activities of the

Sen,ice; monies received as user charges or fees; grants, donations and other gifts to the

l"Lrnd; any earnings, accruals or income generated from monies held by the Fund; income
froni disposal of assets of the Fr,urd subject to existing laws and regulations; income from
investment proceeds of the Fund; and rnoney fiorn any other source approved by the Cabinet
Secretary. The Adrninistrator of the Fund is the Director-General of the Service
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7.1.I RtrPORT ON THII AUDI'I'ED FINANCIAL STA'I'EMENTS FOIT N'IECIIANICAL
AND TRANSPORT FUND-NATIONAL YOUTH SERVICE FOII'I'HE FINANCIAI,
YEAR 2020/2021
The Basis for Qualificd Audit Opinion
(l). Inaccuracy of Non-Currcnt Assets

234.'fhe Statemenl of financial position, as disclosed in Note 19, rel'lects a total non-cLu'r'cr'lt

assets balance of Ksh 4,059,3 17,242. Flowever. since inceptiori, thc Managcmcrrr has not
vah'red the assets for financial reporting prlrposes, and the Council has not approvecl the

depreciation policy. In the circumstances, the accuracy and completeness of the non-current
asset balance of Ksh 4,059,317,242 could not be confirmed.

Submissions by the Accounting Ofliccr
235. The Accounting Officer subntitted the following:

i. The valttation of nou-current assets comnrenced in 2019 and rvas split into trvo 1'rhascs.
Phase one \.vas con'rpleted by State Deperrturent tbr PLrblic W'orl<s ol'lrccrs nranrlatccl ttr

undertake the exercises. Phase trvo is almost contplcte.'l'lrc ligLrrc postcd. tlrcrclbrc. is
the book value of the non-current assets and will be Lrpdated upon receipt ol'the ligulc
frorn the valuation report.

ll The National Youth Service Council approved the Finance and Accounts Policies and

procedures manual dr-rring its l2th meeting held on 2lst Jarruary 2021 under Minure
Number NYSC 08l2ll0l/2021. The policy outlines. anlorlg other firrance and erccourrts

policies and procedures, the depreciation of the non-curlent assets of tlie servicc.

ul A copy of phase I valuation report, extracts of the council minutes and the depreciation
of non-current assets of the Service, and a copy of the Firrance and Accounts Policies
and Procedures Manual were availed to the Auditor General for verification.

Observations and findings of thc Committee
236. The Committee observed that:

i. The Fund had not valued its assets since its inception and dicl not have an approvccl
depreciation policy.

ii. The Fund has since developed and approved Finance and Accor-rnts Policies ancl

Procedures Manr"ral which outlincs, an"rollg others the depreciation of the non-current
assets of tlie Service.

iii. The valuation of the nou-currellt assets was ongoing.
iv. The matter remained unresolvecl.

Recommendations of thc Committcc
237 - The Committee recommends that the Accounting Ofticer puts in place adcquatc

measures to ensure all applicablc accounting and financial policies, controls, systems,
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standards, Iaws and procedures are followed in accounting and preparation of financial
statements in compliance to the Provisions of the Public Finance Management Act,2012
and its Regulations.

(2.) U nsupportcd llcccivablcs
2-18.'fhe statement on the financial position reflects receivables frorn the National Youtli

Service r,rnits' balances of Ksh 1,003,517,664 and receivables from external operations of
Kshs 641 ,736,869 totalling Ksh I ,645,254,533. However, supporting schedules were not
provided for audit verification. In addition, provisions for bad and doubtful debts were not
made for the receivables to recognize a possible impairment of the debts. In the
circumstances, the validity, accuracy and completeness of the receivables totalling Ksh
1.645.254.533 could not be confirmed.

Submissions by the Accounting Officer
239. The Accounting Officer submitted that the failure to provide the stated schedules was an

omissiou and a copy of schedules for receivables from the NYS Units and external customers
was later submitted for audit verification. He also indicated that the National Youth Service
Council had approved the Finance and Accounts Policies and Procedures Manual during its
I 2tlr rrreeting on 2l st January 2021 under minute number NYSC 08121/01/202.

240. He further noted that the policy provides, among other provisions, for bad and doubtful
debts. An extract of the manual's provisions for bad and doubtful debts was submitted for
audit verification.

Observations and findings of the Committee
241. 'fhe Committee observed that:

i. 'fhe Fund has since provided the schedr-rles for the receivable balances as well as the
rnanual for provisions for bad and doubtful debts for audit verification; and

ii. 'l'he rnatter is resolved.

Rccommendations of the Committee
242. The Committee recommends that:

i. The Accounting Officer ensures timely provision of accounting documentation
required lbr audit verificntion as per the provision of Section 31 of the Public Aurlit
Act, 2015; and

ii. Thc Accounting Officer ensures that all applicable accounting and financial controlsn
systems, standards, larvs, and procedures are follorved in the preparation of the
financial statements in compliance rvith Public Finance Management Act, 2012, and
in accordance rvith the standards prescribed by the Public Sector Accounting
Standards Board as per Regulation l0l(4) of the Public Finance Management
(National Government) Regulations, 2015.
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(3.) Unsupportcd ovcrpaymcnt for supplics
243. The statenlcnt of financial perfonnance rel'lccts an expenditule o('Ksh 2,620.000 unclcr thc

supply of firelighting/disaster materials which. as disclosed in Note l3 to the llnarrcial
statentents, iucludes an amount of Ksh 1,220.000 paid to a supplicr during the yeal under
review. Records indicated that the supplicr was issued an tuidated Local Purchase Order
(LPO) for supplying and dclivering various items at the cost of Ksh l .220.000.

244. However, the supplier could only sr"rpply materials worth Ksh 720,000, resulting in an

unexplained overpayment of Ksh 500,000. In addition, whether due diligence was carried
out to evaluate the firtn's capacity to supply the items has not been disclosed. ln the

circumstances, the validity and completeness of the expenditure totalling Ksh 500,000 could
not be confirmed-

Submissions by the Accounting Officer
245. The Accounting Officer submitted that:

i. The officer itt charge signed LI'}O No. 3777073 but clid not inclicatc tlrc clatc lirr sigrrinu
the LPO. -fhe LPO was issued to M/S Banrine Enterprise tbr tlie supply ol'fiLelighting
materials of Ifth 1,220,000. The supplier delivered part oIthe materials valued at Ksh
720,000. Due to importation logistic challenges. the rrrercliant cor-rld not service the

remaining order at the clostre of the financial year. Consequently. the supplier issued a

credit note for the un-serviced orcler anrounting to Ksh 520.000.
ii. The Fund lrlanagement realized when preparing the finaucial report that the I-l)O value

of Ksh 1,220,000 was captured instead ol'the actual value ol I(sh 700.000 worth ol'
tnaterials sr.rpplied. Consequently, the correction was made by expending Ksh 700.000
instead of Ksh 1,220,000.

iii. The Copies of the payrllent voncher, invoice LPO, delivery note, credit note. and other
documents were submitted for audit verification.

Observations and findings of thc Committee
246. The Committee observed that:

i. The contracted supplier had no capacity to dclivcr tirelighting/tlisastcr nratcrierls

contracted at Ksh 1,220,000. The supplier delivercd tlie nraterials worth I(shs 710.(XX)

and returned IGlis 520,000.
ii. The matter is resolved.

Ilecommendations of the Committee
247. The Committee recommends that the Accounting Officcr cnsurcs that due diligcncc

is carricd out rvhen cvalunting thc capacity of supplicrs in compliancc with thc l,ublic
Procurcment and Asset Disposal Act, 2015 and its Rcgulation.

(4.) Unresolved Prior year audit issues

Submission by the Accounting Officer
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248. The Accounting Officer sr-rbmitted that the issues were discussed during the examination
of the State Departnlent of public service accounts for the financial year 201912020,during
thc appearance before the Public Accounts Comrnittee meeting on 9rh November, 2021 and
recommendations were issued therein.

Observations and findings of the Committee
249. The Committee observed that:

i, Sonre of the prior-year audit issues remained unresolved as at 30 June 2O2l against the
requirement of Section 68(2XI) of the Public Finance Management Act,2012;

ii. l'he matter remained unresolved.

llecommcndations of the Committcc
2-50. 'l'he Committee recommends that the Accounting Officer should within three months

upon thc adoption of this rcport, take appropriate mcasures to resolve any audit issues
that remain outstanding ns required by Section 68(2XI) of the Public Finance
Management Act, 2012 and Section 53(l) of the Public Audit Act,2015 ancl submit the
status to the office of the Auditor-General for audit verification.

(5.) Croundcd Motor Vehiclc
251. A review of the Fund's assets revealed that seven (7) motor vehicles had beengrounded

for a long time due to various mechanical reasons. Management has not made any efforts to
repair or to seek approval for the disposal of the vehicles. In the circumstances, the assets
continued to deteriorate, and any salvage value that could have been realized may be lost.

Submission by the Accounting Oflicer
2-52. ftre Accounting Officer sr"rbrnitted that:

i. -l'he 
disposal of the seven (7) motor vehicles that were grounded was delayed awaiting the approval

of'the Asset Disposal Policy by the NYS Council. In adclition, thedelay in undertakingthephase
2 valuatiorr of assets which covered motor vehicles affected the disposal.

ii. Subsequently, the seven gror-rnded motor vehicles were approved for disposal. However, a circular
REF OP/CAB.39i 1A dated 14 April2022 frorn the Head of Public Services, stopped the exercises
until further notice.

Obse rvations and findings of the Committee
253. fhe Committee observed tl.rat:

i. The circular REF OP/CAB.39/ lA dated 14 April 2022 from the head of public
services allowed entities to dispose obsolete goods with approval of the Cabinet

ii. The matter is unresolved.
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Recommendations of the Committee
254. The Committee recommends that:

i. The Accounting Oflicer should seek the approval of thc Cabinct as per the circular
REF OP/CAB.39/ 1A to dispose the grounded vehicles.

ii. The Accounting Officer to ensure compliance with the provisions of the Public
Procurement and Asset Disposal Act, 2015, and its Regulations in the disposal of
the grounded vehicles.
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8.0 CONSIDERATION OF THE REPORT OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENT OF THE NATIONAL RESEARCH FUND

255. Prof. Dickson Andala, the Chief Executive Officer, National Research Fund, appeared
before the Comrnittee on 28tl' April 2023, to adduce evidence on the audited financial
statements for the National Research Fund for the Financial Year 2019/2020 and2020 l2\2l.
The rninutes of the Comrnittee sittings and submissions tabled by the Accounting Officer are
annexed to this report. He was accompanied by:

l. Mr. Charles Kunyoria
2. Mr. Elvis Musotsi
3. Ms. F.sther Wakere

4. Ms. Linet Koskei
5. Mr. Emmanuel Lutornia

- Senior Accountant
- Accountant
- Records Management Officer
- Senior Research Grants Officer

- Grants Officer

8.1 Brief background of the National Research Fund
256. The National Research Fund (NRF) was established under PART Vll of the Science,

Technology, and Innovation (ST&l) Act (No, 28 of 2013). NRF falls under the
Ministry of Education, State Department for University Education and Research. At
the Ministry level, the Cabinet Secretary for the Ministry of Education is responsible
for the general policy and strategic direction of NRF.

Mandatc of the Fund.
257. The Act stipulates that, "the objective of the Fund shall be to facilitate research for

thc advancetuent ol'Science. Technology and Innovation." The Fund monies may be
applied for the following purposes:

i. Award of contracts, grants, scholarships or bursaries or any other award
determined by the Commission to persons or institutions;

ii' Provide financial support for the acquisition or establishment of research facilities;
iii. Develop appropriate human resources and research capacity in the areas of Science,

Technology and Innovation
iv. Financing research systems in all sectors and all levels of education:
v. Funding the cooperation and sharing of research information and knowledge,

including supporting conferences, workshops, seminars, meetings and other
symposia;
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The functions of NRF are to:
i) Mobilize resources for the national innovation systenls from the Governrnent.

the private sector, venture capital, development partners and other sources:

ii) Prudently manage and invest the funds so mobilized.
iii) Support the development of human resources through grants to persolts or

research institutions or universities pursuing postgraduate programs in
prioritized areas of Science, Technology, and Innovation with priority being
given to marginalized indigent communities:

iv) Support the development of research capacities in the national priority areas of
Science, Technology and Innovation.

v) Allocate funds for research and promote rnulti-disciplinary collaboration arnorlg

universities and researclr Institutions, Evaluate thc nccds, status and rcsults ol'
research financed through the Fund.

vi) Provide financial support for the development of research facilities by

universities, research institutions and other bodies identified by the Commission.

vii) Provide financial support for participation in international scientific activities
through maintaining membership to appropriate international science

organizations.

viii) Provide financial support for collaboration. cooperation and sharing of research

information and knowledge, including supporting conferences, workshops,

seminars, meetings and other symposia;

ix) Promote the provision of an information infrastructure linking research

institutions to facilitate cooperation and sharing of research information arrd

knowledge.
x) Initiate liaison with bodies involved in the protectiorl of intellectual propertl-

rights;
xi) Compile and maintain national database of research and innovation fr.rrrded bl'

the Fund.

xii) Perform the monitoring and evaluation of the results and impact of the research

activities financed out of the Fund.
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8.I.I ITEPORT ON THE AUDITED FINANCIAL STATEMENTS FOR NATIONAL
RIISEARCH FUND I,-OR THE FINANCIAL YEAR 201912020
'l'he basis of a Qualified opinion

(1.) Unconfirmed Rescarch Program Grants
258. The statement of fiuancial performance reflects research program grants of

Kshs1.032.477.159. I-lowever, confirmations by the recipients of grants amounting to
Kshs872.989,151 f2019: Kshs635.657,943) were not provided for audit verification. Under
the circtunstarlces, the accuracy and validity of the reported balance of Kshs1,032,477.159
fbr research program grants could not be confirmed.

Submission by the Accounting Officer
259. The Accounting officer submitted that the grants un-acknowledged from the institutions

had been fully acknowledged as per the schedr,rle of copies, He indicated that currently the

grants issued to institutions were acknowledged in tirne and up to date due to the monitoring
and evaluation committee in place.

Observations and findings of the Committee
260. The Committee observed that:

i. The grants which had not been acknowledged have since been fully acknowledged

as per the schedules provided;

ii. A rrronitoring and evaluation committee is currently in place to ensure that grants

issued are acknowledged in time;
iii. The matter was resolved.

Recommendations of the Committee
261. The Committee recommends that the Accounting Officer ensures that all applicable

accounting and financial controls, systems, standards, laws, and procedures are
followed in the preparation of the financial statements in compliance with Public
l'inancc Managcment Act, 2012 and in accordance with the standards prescribed by
the Public Scctor Accounting Standards tsoard as per Regulation 101(4) of the Pubtic
f inance Managcment (National Govcrnment) Regulations, 2015.

(2) Uncxplained Adjustments
262. The statement of financial position reflects a cash equivalents balance of Kshs131,544,510

wlriclr was arrived at after an unexplained adjustment of Kshs41,224,066 in the financial year

201812019. Furlher, the staternent of financial position reflects a payables balance of
Kshs71,034,553 which was also adjusted by an unexplained amount of Kshs39,759,660 in
fi nancial y ear 201812019.

263. ln addition, the statement of cash flows reflects cash and cash equivalents at end of year

balanceofKshsl30,lSS,S3l whichdiffersfromthebalanceofKshsl3l,544,510reflectedin
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the statement of financial position as at 30 June 2020. The resr,rltant clifference of
Kshs1.355,679 was not explained or reconciled. Under the circumstances. the accuracy ancl

validity of the cash and cash equivalents balarrce ol'Kshs131.544.510 ancl payablcs ol'
KshsT l ,034,553 as at 30 .lune 2020 could not be confirnred.

Submissions by the Accounting Officer
264. The Accounting Officer submitted that the adjustment of Kshs4 1,224,066 in the sratemenr

of financial position as well as payable of Kshs39,759,660 was due to reconciliation enor.
He indicated that the difference in the cash and cash equivalent of Kshs 1,355,679 was due
to a pre-payment in the financial year 20l8l19 that was not recognized. He provided that the
Payables balance of KshsT l ,034,553 is as detailed in the table below:

265. Further, He informed to the committee that currently tlie reconciliations were up to clate
since the fund had employed its own staff.

Observations and findings of the Committee
266. The Committee observed that:

i. The unexplained adjustment of Ksh4l ,224,066 as well as payables of Kshs39,759,660
was due to reconciliation error;

Date Paycc Vouchcr.NO

001

Amount (Ksh)

24,790,022

13ltU2020 126 PHD
projects

Grant

13ltu202a Innovation Grants 002 28,770,000

10t02t2023 Research Grants 001 1,302,159

8,038,292710312022

Administration and

operating expenses 010

30104t2021

Alpex Consulting
Africa Limited 377 2,300,290

29t01/2021

Alpex Consulting
Africa Limited 236 3,833,800

1,000,000t2n2t202t Auditor General 0293

t4t07t2021 Auditor General 027 1,000,000

TOTAL 71,034,553
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lt Tlre difference it't the cash and cash equivalent of Kshs 1,355,679 was dueto a pre-
payment in the tinancial year 2018/19 that had not been recognized; and
The matter was resolved.lll

Ilecommendations of the Committee
267. 'l'he Committee rccomrnends that the Accounting Officer ensures that all applicable

accounting and linancial controls, systems, sttndards, laws, and procedures are
lbllowed in the prcparation of the financial statements in compliance with Public
Finance Management Act, 2012 and in accordance with the stantlards prescribed by
the Public Sector Accounting Standards Board as per Regulation 101(4) of the Public
Finance Management (National Government) Regulations, 20rs.

(3) Financial performance
26tt. 'l'he staten'Ient ol' linzrncial performance as at 30 June, 2020 reflects a deficit of

Ks1rs243,357,001 reducing the accurnulated surph"rs frorn Kshs3 34,404,494 reported as at 30
.lune, 2019 to Kshs91.047,493 as at 30 June, 2020. If strategies are not put in place to reverse
the trend the Fr,rnd is likely to face financial challenges soon.

Submission by the Accounting Officer
269. The Accounting Officer submitted that the delay of government exchequer and reduced

budget allocation dr-rring the year affected expenditure and planned activities. He noted that
the operations were also affected by COVID-19 pandemic restrictions including lockdown.

Observations and findings of the Committec
270. The Committee observed that:

i. The financial performance reflected a deficit of Ksh243,357,001.
ii. The deficit was because of the delay of government exchequer and reduction of

budget allocation which affbcted expenditure and planned activities.
iii. Tl're operations were also affected by Covid I9 pandernic restrictions.
ir,. 'fhe Mattel remilined unresolved

Rccommendations of the Committee
271. The Committee recommends that the National Treasury should fund the Entity to

effectively achieve its objectives and mandate.

(4) Budgetary control and performance
272. The staten'rent of comparison of budget and actual amounts reflects an approved revenue

budget of Kshsl,6)3,037,9?3 against actual receipts of Kshs822,718,96l resulting to a
deficit of Kshs800 ,318,962 or 49o/o. Similarly, the statement reflects an approved expenditure
budget of Kshsl ,623,037,923 against actual spending of Kshsl ,066,075,8g0 resulting in an
under-expenditure of Kshs556 ,962,033 or 34%o.
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273. The receipts deficit was attribr.rted to a reduction in Government grants and sr-rbsidies cluring

the year under review. The under-funding and under-expenditr,rre aft'ected the planned

activities and may have irnpacted negatively on service delivery to the public.

Submission by thc Accounting Olliccr
274. The Accounting Officer submitted that the reduction of govenrrnent grants and sutrsiclics

during the year affected expenditure and plarrned activities. In acldition. he notccl that tlrc

operations were also affected by covid 19 pandemic restrictions including lockclown. IIc

indicated that the budget was now balanced.

Observations and findings of the Committee
275. The Committee observed that:

i. The under expenditure was due to the reduction of government grants and subsidies

which affected expenditure and planr-red activities.
ii. The operations were also affected by Covid-19 pandernic restrictions.

iii. The matter was resolved.

(5) Lacli of Substantivc Officc Iloldcrs
276. During the year under review, the Fund had no permanent staff and its operatiorls were

carried out by seven (7) offlcels seconded f}om the State Department for University
Education and Research. The Chief Executive Officer was also serving in an acting capacity.
This impaired the operation of the Fund as segregatioll of duties r,vas not achievable. Further.

there seems to be no initiative by the board of trustees to recruit its own eutplol,ccs lirr'

effective and efficient operation, Irr the circLunstances. good govenrance fbr cl'llcicnt
operatiorls of the Fund was not achievecl.

Submissions by thc Accounting Officer
277. The Accounting Officer submitted that the anomaly had been rectified and the Fund

currently had a substantive Chief Executive Officer arrd eniployees recruited in the

202212023 financial year. He also noted that the segregation of duties was due to the increase

in available staff.

Observations and findings of thc Committec
278. The Committee observed that:

i. Management experienced staffing challenges where they were understaffed.

ii. Management currently had eleven (11) staff, paid by the Fund, twelvc (12)

deployed by the Government and they were expecting two nrore to be deployed.

iii. The Matter remained unresolved.

Ilecommendations of the Committee
279. The Committee recommcnds that the Accounting Officcr ensurcs optimal staffing

levels for effective operationalization of the Fund.
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8.I.2 REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR NATIONAL
IIESEARCH FUND FOR THE FINANCIAL YEAR 2O2OI2O2I

( I.) t.lnconfirmed Research Programs Grnnts
2ti0. The statement of financial perfonnance reflects research programs grants expenditure

amount of Kshs254 ,369,47 5 as disclosed in Note 10 to the financial statements. Included in
the total grant expenditr.rre are grants totaling Kshs248, 990,475 that were confirmed and

acknowledged by the respective recipients leaving an un-acknowledged and un-confirmed
amoullt of Kshs5, 379,000. In the circumstances, the accuracy of the Un-acknowledge grants

ol'Kshs5, 379, 000 could not be confirmed.

Submissions by the Accounting Officer
281 . 'l'he Accountittg Officer subrnitted that the unacknowledged grants amounting to

Kshs5,379.000 had since been acknowledged to the tune of Kshs4,833,240. He explained
that currently the grants issued to institutions were acknowledged in time and are up to date

since there is a monitoring and evaluation committee in place.

Observations and findings of the Committee
282. The Comrnittee observed that:

i. The grants un-acknowledged from the institutions has been fully acknowledged as

per the schedule ofcopies;
ii. A monitoring and evaluation committee was currently in place to ensure that grants

issued were acknowledged in time; and

iii. The Matter was resolved.

Rccommcndations of the Committce
28i. 'I'hc Committec rccommends that the Accounting Officer ensures that all applicable

accounting :rnd financinl controls, systems, standard, laws and procedures are followed
in the preparation of Annual Reports and financial statements and in accordance with
the st:rndards prescribed by the Public Sector Accounting Standards Board and in
compliance with regulation l0l (4) of the public finance management (National
Government) Regulations, 2012.

(2.)Unsupported cash and cash equivalents balance
284. The statement of financial position reflects cash and cash equivalents amount of

Kshs60,1 06,917 , as disclosed in Note I I to the tinancial statements, which includes a balance
of Kshsll,162,390 referred to as returned payment of grants. However, no supporting
documents were provided for the returned payment of grants. In the circumstances, the
accuracy of cash and cash equivalents balance of Kshs11,162,390 could not be confirmed.
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Submissions by thc Accounting Officcr
285. The Accottttting Officer submitted that tlre ar1'rount of Kshsll.l(r2.390 had been returrrccl

from Moi University as reflected irr the bank statement of KCB on I I /08/202 I ancl recorcled
in the cashbook on 1l/0812021. He explained the anonraly was supported by the bank
statement, extract of the cashbook and Receipt voucher Number.

Observations and findings of the Committcc
286. The Committee observed that:

i. The amount of Kshsll,162,390 was retllrned from Moi University as reflcctccl
in the bank statemeut of KCB and recorded in the cashbook;

ii. 'l'he Amotutt was supported by the cashbook and Receipt voucher Number; and

iii. The matter was resolved.

Ilecommendations of the Committee
287. The Committee recommends that thc Accounting Oflicer should ensurc that all

applicable accounting and financial controls, systcms, stnndard, larys tntl procctlurcs
are follorved in thc prcparation of Annuurl Rcports and financial statcmcnts rntl in
accordance with the standards prcscribed by the Public Sector Accounting Stanclarcls
Board nnd in compliance rvith rcgulation l0l (a) of the public linancc managcment
(National Governmcnt) Regulations, 201 2.

(3.)Unexplained adjustmcnts includcd in thc payablcs birlancc
288. The statement of financial position reflects payables alnorults of l(sh 15.464.549 rlrnr zrs

previously reported is the uet of an unexplained ad.jLrstnrcnt ol'Ksh39,759.(160 rhat vi'as

passed in the financial year 201812019.1n the circumstances. the rrccLrracy ol'the 1'ravablcs
balance of Kshs 15,464,549 could not be confirmed.

Submissions by thc Accounting Officer
289. The Accounting Officer submitted that the adjustment of Kshs41,224,066 in the statement

of financial position as well as payable of Kshs39,759,660 was due to reconciliation error.
He indicated that the difference in the cash and cash equivalent of Kshs I ,355,679 rvas due
to a pre-payment in the financial year 2018/19 that was rlot recognizcd. I-lc stated that the
payables balance of Kshs71,034,553 is as dctailed in the table below;

24,790,022

Date Payee Voucher.NO

00r

Amount (Ksh)
13nu2020 126 PHD

projects
Grant

13ltU2020
Innovation Grants 002

tua2l2023
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Research Grants 001 1,302,159

7 t03t2022

Administration and

operating expenses

010 9,039,292
301041202r Alpex Consulting

Africa Lirnited 377 2,300,290
2910u202t Alpex Consurlting

Africa Limited 236 3,833,800
t2ll2t202l

14107t2021

Auditor General 0293 1,000,000

Auditor General 027 1,000,000

TOTAL 71,034,553

290. Further, he informed the committee that currently the reconciliations were up to date since
the fund had employed its own staff.

Observations and findings of the Committee
291 . The Committee observed that:

i. The unexplained adjustrnent of Kshs4l ,224,066 as well as payables of
Kshs39,759,660 was due to a reconciliation error.

ii. The difference in the cash and cash equivalent of Kshs 1,355,679 was due to a
pre-payment in the financial year 2018/19 that had not been recognized;

iii. The Fund had employed its own staff resulting to reconciliations being up to
date: and

iv. fhe mattel was resolved.

Recommendation of thc Committee
292. The Committee recommends that the Accounting Officer should ensure that all

applicable accounting and financial controls, systems, standard, laws and procedures
are followed in the preparation of Annual Reports and financial statements and in
accordance with the standards prescribed by the Public Sector Accounting Standards
Boarcl and in compliance with regulation l0I ( ) of the pubtic finance management
(National Government) Regulations, 201 5.

(4.)Irregular Payments to Board Members
293. The stateurent of financial performance reflects board expense totaling Ksh8,445,244. The

board expenses include a balance of Ksh182,000 paid for a full board rneeting held on l Tth
July,2A20 where three board members were paid at a rate higher than the approved rate
contrary to Office of the President Circular on Guidelines on Terms and Conditions of
Service for State Corporations Chief Executive Officers,.Chairmen and Board Members
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dated 23rd November,2004 which providccl taxable sitting allow'erncc ol'up to zr rnaxinrunr
of Ksh20,000 per sitting to tlte chairman and directors. Undcr the circuurstallces, the accuracl.
and validity of the board expellse nmcrunt ol'Ksh I 82.000 could not be conllrnlccl.

Submissions by the Accounting Officer
294. The Accounting Officer submitted that the payment schedule was for Ksh182,000. He

noted that three board meurbers had attended two rneetings and were paid a net of Ksh30,000
each. while the other five board mernbers had attended one rneeting and each paid
Kshsl5,000 net of PAYE at the rate of 25Yo on gross. In addition, he noted that one board
member (the chairperson) was paid Kshsl7,000 which r,vas nleant flor one ntceting
comprising of Kshs15,000 for sitting allowance and l(shs2.000 lbr lunch. I-lc lirrthcr
explained that the members'*,ere paid bascd on attendarrce.

Observations and findings of the Committec
295. The Committee observed that:

i. The paymellt schcdule provided ',vas for l(sh 1 82.000t
ii. Threc of thc board mcmbcrs had attendcd t',vo nrcctings cach r,vhilc t[-rc othcr lrvc

board rnembers had attended one meetiug each;

iii. One board tnember (the chairperson ol'the board) vvas paid both sitting allolvnnce
and lunch for one meeting;

iv. The board members were paid based on attendance; and
v. The matter was resolved.

Recommendation of the Committce
296. Thc Accounting Officcr should ensurc that all applicablc accounting nnd linancial

controls, systems, standard, larvs and proccdurcs nrc lbllorvcd in thc prcptrttion ol'
Annual Rcports and linancial statemcnts and in accordancc rvith thc stanttards
prescribed by the Public Sector Accounting Standards Board and in compliance rvith
regulation l0l (4) of the public finance management (National Government)
Regulations, 2015

(5.) Financial performancc
297. The statelnent of financial performance reflects a deficit of Kshs3l,l20,383 l'or rhe year

resr.rlting in the depletion of accurlulated surplr-rs from Kshsgl ,047,493 reported as at i0
June,2020 to Kshs59,927,ll0 as at 30 June,202l. In the circumstances. the Fund is likcly
to face financial challenges soon if strategies are not purt in place to reversc the trend.

Submissions by the Accounting Officcr
298. The Accounting Officcr subrrritted that that the delay of governnrent exclrequcr ancl

reduction of budget allocation during the year under ALrdit had an effect on expencliturc ancl

planned activities. He noted that the operations were also af{'ected by COVID-19 panclcrnic
restrictions including lockdowu.
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Observations and findings of the Committee
299. 'fhe Cornmiftee observed that:

i. I'he financial perfbrmance ref'lected a deficit of Kshs31,120,383;
ii. The deficit was because of tlie delay of government exchequer and reduction of

budget allocation which affected expenditure and planned activities;
iii. The operations were also affected by COVID -19 pandemic restrictions;and
iv. The matter reniained unresolved.

Ilccommcndation of thc Committec
300. 't'hc Committee recommends that the National Treasury should ensure timely

disbursements of Funds.

(6.) Budgetary Control and Performance
301. The statement of comparison of budget and actual amounts reflects an approved

revenue budget of Kshs345,437,923 against actual receipts of Kshs303,A37,923
resultir"rg to a revenue shortfallof Kshs42,400,000 or l2o/o of the budget. Similarly, the

statement reflects an approved expenditure budget of Kshs345 ,437,923 against actual
spending of Kshs334,158.306 resulting to an under-expenditure of Kshsl1,279,617 or
3Yo ol the budget. The receipts deficit was attributed to a reduction in Government
grants arrd subsidies during the year. The under-funding and under-expenditure
affected the planned activities of the Fund and impacted negatively on service delivery
to the public.

Obscrvations and findings of the Committee
302. The Committee observed that:

i. The Budget performance reflected a revenue shortfall of Kshs42,400,000 or
lZYo of the budget and an under-expenditure of Kshs I 1,279,617 or 30h of the
Budget;

ii. The deficit and under expenditure were due to the reduction of government
grants and subsidies which had an elfect on expenditure and planned activities;

iii. The operations were also affected by COVID-19 pandemic restrictions; and
iv. The matter was resolved.

(7) Unresolved prior-year issucs

-i03. In the ar.rdit repoft of the previous year. several paragraphs were raised under the Report on
Irinancial Statements and Report on Effectiveness of Internal Controls, Risk Management
aud Governance. However, Management did not resolve the issues as reqr"rired or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting Standards
Board template.
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Submission by thc Accounting Officcr
304. The Accounting Officer suburitted that the nratter hzrd been rcsolved by tttc appoirrtnrcrrt ol'

Board of Trttstees r.vho mauage the Fr.rnd operatiol'rs. I'le explainccl that thc l{isk rnarrascnlcnt
issue had been addressed through tlte eurployn"lent of tlre internal auclitor. I-lc [;urthcr notcd
that tlie Fund had an operational rlonetary and evaluation courmittce lhat ntonitors aucl

evaluates grants received and issued to institutions for research.

Observations and findings of the Committee
305. The Committee observed that:

i. A Board of Trustees has been appointed to Manage the Fund Operatiorrs.
ii. An internal Auditor was employcd by the fr.rnd to addresses the risk ntanzrgcrllcrlt

issue.

iii. 'fhe Fund had an operational monetary and evaluation couunittee that monitors aud

evaluates grants received and issr.red to institutions for research.
iv. The mattenuvas resolved.

REPORT ON LAWFULNBSS AND IIFFIIC'IIVENI|,SS IN'TI.IE TISE OF PUI}LIC
RESOURCES

(8) Lack of a substantive Board Chairpcrson
306. Dr.rring the year under review, the Fund operated without a board chairperson contrary to

Section 32(4) of the Science, Technology, and lnnovation Act,20l3, which states that the

Fund shall be managed by a Board of Trustees which shall consist of nine members to be

appointed by the Cabinet Secretary. The Chairperson, being a person with knowledge and

experietrce in matters relatcd to finauce, investment, and fundraising. The Board was

therefore not properly constituted due to the clelay in appointing a substarrtive Chair'llcrson
which may have alfected the deliberatious aud dccisions by the IJoaLcl. Irr the circunrsrallccs.
the Fund operated in breach of the law.

Submissions by the Accounting Officer
307. The Accounting Officer submitted that there was no substantive board chair during the year

under audit and soure of the board members' term had expired. FIe however infornred the

committee that currently they had a Board of Trustees and a chairperson rvhor was appointed
on 13tr'of July 2022.

Observations and findings of thc Committee
308. The Committee observed that:

i. At the time of audit there was no substantive board chair or boarcl of trustees.
ii. Currently a board of trustees and a chairperson were appointed on l3rl' |u|y,2022.
iii. Management was in breach of law in the nratter as they operated without a Board ol'

trustees and a chairperson ofthe board.
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The Matter renrains unresolved

Recommendations of the Committee
309. The committee recommends that:

i. Thc Accounting Officer should ensure that the appointing authority is notified
to appoint the new troard of directors and chair at least 6 months before the
cxpiry of the tcrm of the existing board.

ii. The appointing authorify should appoint a new board of directors immediately
after the expiry of the term of the existing boarcl for effective operations and
management of the Fund.

(8) Unapproved Extra Board and Committee meetings
3 I 0. Review of records revealed that the Fund paid for ten ( l0) full board meetings and eight

(8) Finance and Administration Committees' meetings which exceeded the stipulated
tnaximum number of six (6) meetings in a financial year as provided in OP circular reference
OPiCAB.9/IA dated I I March. 2020. No approval from the parent ministry Cabinet
Secretary was provided contrary to Paragraph A (3) of the circular which states that approval
Ibr any extra board meetings (including special board meetings) above the maximum number
specified shall require a justification by the board as to the source of funds, and implications
thereof, and reasons why the same cannot be adjudicated in regular meetings, which request
shall be submitted for approval by the relevant Cabinet Secretary, in consultation with
SCAC. In the circumstances, management was in breach of the guiclelines.

Submissions by the Accounting Officer
31 1. The Committee recommends that the Accounting Officer admitted that unapproved extra

board and committee meetings were paid for during the financial year. He explained that
during that period, the Board of Trustees were involved in the process of recruitment. He
noted that it was an oversight by the Fund management and committed that it would not be
repeated.

Obscrr,:rtions and findings of the Committee
3 12. 'fhe Committee observed tl-rat:

i. Management paid for unapproved extra board and cornmittee meetings;
ii. Management was in breach of law in the matter; and
iii. The matter remains unresolved.

llccommendations of the Committee
i09 The Cornmittee recommends that:

i. The Accounting Officer should within three months of the adoption of this report,
recover the amount paid to the relevant Board Members in contravcntion of the Board
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manual' the Board Chartcr servicc Chartcr and the Sciencc Technology and
lnnovation Act; and

ii. The Accounting Officcr should comply rvith thc Public Servicc Commission (l'SC)
Human Resourcc Policics :rnd Procedurcs Manual and NIIF l{uman l{esourcc t)olicy,
Board manual and Charter, and the Service Chartcr ryhcn dcaling rvith human
resource and Board issucs.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT, AND GOVERNANCE

Lack of Substantive Office Holders
313. During the year under review, the Fund had no permanent staff and its operations were

carried out by seven (7) officers seconded from the State Departnrent of University Education
and Research. The Chief Executive Officer was also serving irr an acting capacity. 'l'his

impaired the operation of the Fund as segregation of duties was not achievable. Further. thcrc

seemed to be no initiative by the board of Trustees to recruit its own employees for efflective

and efficient operation. In the circumstances, good governance lor etllcient operations of
the Fund was not achieved.

Submission by the Accounting Officer
314. The Accounting Officer submitted that the anomaly was rectified and the lrund currcrrtly

had a substantive Chief Execr.rtive Officer and the recruited in the 202212023|iuancial ycar.

He also noted that the segregation of duties was due to the increase irr available staff.

Observations and Findings of the Committee
3 15. The Committee observed that:

i. The Fund had eleven (11) stafl paid by the Fund, twelve
Government and they were expectiug two more;

ii. The Matter remained unresolved.

(12) deployed by the

Recommendations of the Committee
316. The Committee recommcnds that the Accounting Officer ensures optimal staffing

levels for effcctivc operationalization of thc Fund.
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9.0 CONSIDERATION OF THE REPORT OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENT OF THEYOUTH ENTBRPRISE DEVELOPMENT FUND

317' Mr. Josiah Moriasi. the Chief Executive Officer of Youth Enterprise Development Fund,
appeared before the Committee on 27rl'April 2023 to adduce evidence on audited financial
statements for the Youth Enterprise Development Fund for the financial years 2018/2019 to
2020/2021. The minutes o1'the Committee sittings and submissions tabled by the Accounting
Officer are annexed to this report. He was accompanied by:

l. Mr. Benson Muthendi
Manager,

2. Ms. Maureen Bosire

3. Mr. Robert Mururi
4. Mr. Benedict Atavachi
5. Mr. Samuel Kibuti

- Cooperate, Communication

9.1 llriel'Background of the Youth Enterprisc Funrl
318. The Youth Enterprise Development Fund was established under the Legal Notice No.63

of May 2007, The Youth Enterprise Development Fund is domiciled in Kenya and has
offices in all 47 counties. The Fund falls under the Ministry of ICT, Innovation and youth
Affairs, which is responsible for the Fund's general policy and strategic direction.

319. The mission of the Youth Enterprise Development Fund is to increase economic
opportunities for and participation by Kenyan youth in nation-building. The Fund was
established to:

a. Provide loans to and for on-lending to youth enterprises.
b. Attract and facilitate investment in micro, small and medium enterprises

oriented commercial infrastructure to benefit youth enterprises.
c. Support youth-oriented micro, small and medium enterprises to develop

linkages with large enterprises.
d. Facilitate marketing of products and services of youth enterprises both in the

domestic and the international markets
e. Provide business development services to youth enterprises
f. Facilitate employrnent of youth in the international labour

- Ag, Supply Chain Officer
- Senior Accountant
- Finance Manager

- Credit Manager
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9.I.I REPORT ON THE AUDITED FINANCIAL STATEMENTS FOIITHE YOUTI.I
ENTBRPRISB DEVELOPMENT FUND FOR THE FINANCIAL YEAR 2OI8I2OI9
The basis for thc Advcrsc opinion

(l) Unsupported Cash florv Statemcnts
320. The statement of cash flows reflects a balance of Kshs176,921.415 under cash and cash

equivalents. However, the net operatirrg proflt betbre working capital charrges inclr-rdcs prior
year adjustments of Kshs2,160,330 and accurnulated depreciation charges of Kstrs2.302.95:i
all totaling to Kshs4,463,283 which have not been explained. Under the circumstances. the

accuracy of the cash and cash equivalents balance of Kshsl76,92l,4l5 as at 30 Jr"ure,20l9
could not be confirmed.

Submission by the Accounting Officer
321. The Accounting Officer submitted tlrat Kshs 2,302,953 relates to the correction ol:

overstated depreciation, and Kshs2,1 60,330 relates to various transactions omitted in tlte year

20t7lt8

Observations and Findings of the Committcc
322. The Comrnittee observed that:

i. The Fund did not provide explanations and schedules supporting the prior year ad.iustments

of Kshs2,160,330 and accumulated depreciation charges of Kshs2,302,953;and

ii, The matter remains unresolved.

Recommendations of thc Committcc
323. The Committee recommends that:

i. The Accounting Officcr should within thrce months upon thc adoption of this rcport
submit the supporting schedules of Kshs2,160,330 and accumulatcd depreciation
charges of Kshs2,302,953 to the Auditor-General for Audit verification;

ii. The Accounting Officer fast trachs thc process of digitizing thc Fund's accounting
operationsl

iii. The Accounting Officer to ensure timely provision of accounting documentation
required for audit verification as per the provision of Section 31 of the Public Audit
Act,2015;and

iv. The Accounting Officer cnsures that all applicable accounting and finnncial controls,
systems, standards, laws, and procedures are follorved in thc preparation of thc
financial statements and in accordancc rvith the standards prescribed by thc public

sector Accounting standards Board and in compliance rvith rcgulation l0l (4) ol'thc
public finance management (National Govcrnmcnt) Regulations, 2012.

(2.)Non- Compliance rvith IPSAS Accrual Basis'of Accounting -'l'uck'Shops rcntal
324. Tbe statement of financial performance reflects a balance o[ Kshs42. 096.471 uncler

revenue from exchange transactions, including interest and fees of Kshs4l, 199,302. The

interest and fees included Kshs202,075 for rental income from tuck shops. However,
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information and records availed for audit indicated that rent revenue from tuck shops was
recognized when received and not when earned, contrary to the International public Sector
Accounting Standards (PSAS) accrual basis of accounting.

325. Further, information and records availed for audit verification indicated that during the year
under review, the Irur,d owned one hundred and fifty - nine (159) tuck shops, all of which
were occupied by tenants as evideuced by the lease agreement and the occupation was for
twelve (12) rnonths. In this case:

i. Kshs 202,075 in rental income frorn the tuck shop was recognized when
received and not when eatned.

ii. Kshs4.476.000 was the expected return on 159 tuck shops, but only
Kshs202.750 was recognized, resulting in a variance of Kshs4,Z73,g25.

Submissions by the Accounting Officer
326. The Accounting Officer submitted that:

i. The stalls were established as a social enterprise, and an incubation period was given to
the business outlets to enable them to gain traction.

ii. The amount of Kshs202,O75 was collected from the stalls after the incubation period.
iii' Kshs4,273,925 related to unoccupied tuck shops, which, if billed, would have

contravened the accruals concept.

C)bscrvations and Findings of the Committee
327 . 'fhe Committee observed that:

i. The Fund did not provide any documentary evidence to show that the premises were not
occupied;

ii' The Fund did not provide any documentation to show a waiver of payments in incubation
period;

iii. The Fund violated the International Public Sector Accounting Standards (IPSAS) accrual
basis of accoulltillg by recognizing reut revenue when received and not when earned; andiv. The matter remains unresolved.

Rccommendations of the Committee
328. The Comrlittee recommends that:
i. Within three (3) months after the acloption of this report, the Accounting Officer

providcs documcntary evidence to show that the Fund did not receive rent revenue
Irom thc prcmises n'hich were not occupiecl anct that there was a waiver of payments
during the incubation period; ancl

ii' The Accounting Officer preparcs the financial statements in a form that complies with
the relevant accounting standards prescribed by the Public Sector Accounting
Standards Board in compliance with Regulation l0l(4) of the public Finance
Ma n a gem ent (National Goy.ernm ent) Regulations.
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(3.) Deplction of Rcvolving Funcl

329. The statement of financial position as at 30 June. 20 I 9 ret'lected a revolving fund balauce

of Kshs3, 802,458,856. However, althor.rgh the amount was slrpposed to represent the loans

advanced to the youth and any balance held in the bank accolult, the curreut assets balartce

of Kshs2,708,619,514 had a shortfall of I(shs1,093,839,342 to uratch the revolviug lirnd.

330. This implied that the Fund Managenrent had, over titne, r-rtilized Kslisl. 093,839.342 ol'thc

revolving funds for recurrent expenditure, thereby affecting the sustainability o1'the [urtd.

Further, no reallocation approvals were availed for ar-rdit verification to support the utilization

of conditional grants on recurrent expenditure. Under the circumstances, the sustainability of
the revolving Fund was at risk and dor.rbtful.

Submissions by thc Accounting Officcr
331. The Accouuting Officer submitted hat the difference was attributed to the acquisition ol'

capital assets, other receivables, and rcallocatiorr to various prograllts t-ttrder the l;ttttcl's

mandate as follows:
a) Purchase of hatchery (for on-lending) - 199,500,000

b) Pr:rchase of fixed Assets - 556, 605,332

c) Program Support Expenses 337,734.010

332. He further noted that the recurrent and developn'rent expenditure were luurped together. brrt

an approved budget supported every expenditure.

Observations and Findings of the Committcc
333. The Committee observed tltat:

i. The accounting officer did not provide supporting documents on jourual entries. approval

of the journals, revised ledgers, and approved budgets to explain the depletion of the

revolving fund for audit verification; and

ii. The matter remains unresolved.

Rccommendations of the Committee
334. The Committee recommends that:

i. The Accounting Officer takes appropriate measures to resolvc the outstanding

audit issue as required by Scction 68(2XI) of the Public Financc Managemcnt Act,

2012 and Section 53(1) of the Public Audit Act, 2015 within three months upon thc

adoption of this report.
ii. The Accounting Officcr pr<lvidcs supporting documcnts on .journal cntrics,

approval of the journals, rcvised lcdgcrs, and approvcd budgcts to thc Autlitor-
General for Audit vcrification rvithin thrcc months upon thc adoption of this rcport.
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(4.)Statement of Changes in Net Assets

335. fhe statement of changes in net assets under accumulated surplus reflects a figure of
Kshs5.000,000 described as a change in the accumulated fund for which no supporting

docun:entation or explanations were provided for audit verification. Fufther, as reported

previously. the opening balance on the statement of changes in net assets balance as at 30

June, 2016 totaled Kshs2,774,049,064 after recasting, which was at variance with the

recorded balance of Kshs2,77 4,482,625 resulting in a variance of Kshs. 432,999, which has

not been explained or reconciled to date. Consequently, the accuracy of the statement of
changes in net assets for the year ended 30 June 2019 could not be confirmed.

Submissions by thc Accounting Oflicer
336. 'l'he Accounting OfficeL submitted that the net assets under the statement of financial

position, the statement of changes in net assets, note 20 and 2l should all be the same. The

inclusion of the Kes 5,000,000 in the statement of changes in net assets instead of the Kes

2,160,330 whichappearsundernote20,note2l andthestatementofnetassetsispurelyan
erTor.

337 . A similar scenario explains the variance of Kes 432,999 under statement of changes in net

assets for the fir'rarrcial year 2015/16 which was discussed in the previous presentation to

I)arliarlentary Cornnrittee during the 20 I 6/ I 7 & 2017 I 18 deliberations.

Obse rvations and Findings of the Committee
318. The Comrnittee observed that:

i. The Fund did not maintain an accurate and complete asset register as per the requirements

of Regulation 143 of the Public Finance Management (National Government)

Regulations;

ii. The Furrd did not provide supporting documentation or explanations for audit verification

on the variance of Kshs432,999, and Kshs5,000,000 reflected under the statement of
changes in net assets; and

iii. The matter remains unresolved.

Recommendations of the Committee
339. The Committee recommends that:

i. The Accounting Officer ensures timely provision of accounting documentation
requircd lbr audit ve rification as per the provision of Section 3l of Public Audit Act,
2015;

ii. 'I'he Accounting Officer should within three months of the adoption of this report
ensure that tinancial statements are accurate, reliable, complete and ensure
adherence to accounting standards prescribed by the Public Sector Accounting
Standards Board as provided by Section 81(3) of the Public Finance Management

Act, No. 18 of 2012 and PFM (NG) Regulation 100 and 101(4); and
iii. The Accounting Oflicer should rvithin three months of the adoption of this report

ensure that the Fund maintains a complcte asset register as per the requirements of
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Regulation 143
Regulations.

of thc Public Financc Managcmcnt (Nntionar Govcrnmcnt)

(5.)Accumulatccl Surplus
340. The staternent of firrancial position reflects ar1 acclrmLrlatecl cleficit balance oI Kshsl,

021,008,021. However, the balance does not agree with the accumulatecl cleficit balance as
per the statement of changes in net assets of Kshsl , 023,847,695. The resultant difference of
Kshs2, 839,675 between the two sets of figures has not been explained or reconcilecl. Fufther,
Note 20 to the financial statements reflects a prior year adjustrnent of Kshs2,l60,33O that has
neither been supported nor explained. Consequently, the accuracy of the accumulatecl cleficit
balance of Kshsl, 021,008,021 as at 30.lune, 2019 coLrlcl rlot be conflrnrec{.

Submissions by the Accounting Officcr
341. The Accounting Officer submittecl that the variance was arl error. He further notecl tliat the

fund had automated its financial system hence no recurreuce of errors was expected going
forward.

Obscrvations and Findings of thc Committcc
342. The Committee observed that:

i. The Fund did not provide supportirtg docunrentzrtion and scheclules on thc prior vcar
adjustment of Kshs2,160,330 and the variance of Kshs2, 839,675 between the
statement of changes in net assets and statement of financial position; and

ii. The matter remained unresolved.

Recommendations of the Committcc
343. The Committee recommends that:

i. The Accounting Ofliccr should rvithin thrcc months of thc adoption of this rcport
providc the supporting documcntation and schedules of thc prier ycar
adjustment of Kshs2,l60,330 and thc variance of Kshs2, 839,675 to thc Auclitor
- General for verification.

ii. The Accounting Officer ensurcs timely provision of accounting documcntation
required for audit verification as pcr thc provision of Section 3l of thc public
Audit Act,2015;

iii. The Accounting Officcr cnsurcs that financial statcmcnts arc Accurate, rcliahlc,
complete and cnsure adherencc to accounting standards prescribcrl by thc public
Sector Accounting Standarcls Iloarcl as providecl by Scction 8l(3) of the public
Finance Management Act, No. 18 of 2012 and PFM (NG) Regulation 100 and
101(4).

(6.) Undisclosed material uncertainty
344. Tlie statement of financial perfonnance reflects a deficit of l(shs163.200,489 lor rhc -ycar

ended 30 June, 2019 (201712018 Kshs28l,140.72O). The trencl ol'the l?urrd cqntiluilg ro
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ilcurr deficits over the last four years rnay erode the capital invested in the revolving Fund

a6d irlpair the ability of the Fund to sustain its core duty and services, as intended in its

lbrnration. "l'his lraterial Lurcertainty which casts significant doubt on the continued ability

ol'the Funcl to discharge its mandate in the foreseeable future, has, however, not been

disclosed in the financial staternents.

Submission by the Accounting Officer

345, fhe Accor,rnting Officer submitted that the Fund had made necessary disclosure in the

subsequent financial repofiS. Necessary disclosures were made in202ll22

Obse rvations and Findings of the Committee

346. The Committee observed that:

i. The Fund did not disclose in the financial statements the material uncertainty of the

Fund as reqr"rired in the financial reporting template and in compliance with the

IPSAS;

ii. The Fuld recorded dismal performance with the statement of financial performance

reflecring a deficit of Kshl63, 200,489 which eroded the capital invested in the

revolvinq [jrrnd;

iii. The matter retnait'ts unresolved.

Ilecommendations of the Committec

347. The Committee recommends that:

i. The Accounting Officer puts in place appropriate recovery strategies,

institutional policies and procedures, and good business practices to ensure

improved financial Performancel
ii. Within three months after the adoption of this rcport by the House, the

Accounting Officer submits to the Auditor General a report on the actions

taken to ensure improved financial performance as per Section 53(1) of the

l'ublic Audit Act, 2015; and

iii. The Accounting Officer prepares the financial statements in accordance with

the standards prescribed by the Public Sector Accounting Standards Board

and in complilncc rvith Regulation 101(4) of the Public Finance Management

(National Government) Rcgulations, 2015'

(7.)Revenue tiom Exchange'l'ransactions - Interest and Fees

348. fhe statement of financial performance reflects a balance of Kshs327, 755,495 under

revenue from exchange transactions, including Kshs4l,l99,302 relating to interest and fees

charged on loans issued by the Fund. However, no accurate information relating to the

number of loans that gave rise to the reported interest has been provided by the management

to enable confirmation of the accuracy and completeness of the interest and fee revenue.

Under the circumstances, the accuracy and validity of the interest fee of Kshs4l,l99,302for

the year ended. 30 June 2019 could not be confirmed.
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Submissions by thc Accounting Officcr
349' The Accounting oflrcer strbrnittecl that the schcclule olloans ancl applicablc r,a,age,rc.t/processing fees were availecl to tlrc ALrditor Gcncr.al lbr.vcr.iflcation.

Observations and Findings of thc Comnrittcc
350. The Corrrmittee observed that:
i' The Accottnting officer did not provide the number of loans that gave rise to the reportecl

interest of Kshs4l ,199,302 to confirm the accuracy and completeness of the interest and
Iee revenue,

ii. The matter remains unresolved.

Recommendations of the Committee
351. The Committee recomrnends that:
i' The Accounting officcr ensures timely provision of accounting documcntation rcquircdfor audit verilication as pcr the provision of scction 31 of public Auclit Act, 2015; antlii' The Accounting officcr shoulcl rvithin thrce months of the adoption of this report submitsupporting documents on the reportcd intercst of Kshs4l,lgg,302 io thc Auclitor-Gcneral for audit vcrification.

_. (8.)Irrcgular payment of commutctl Lcavc firr cash
352' The statement of financial performance reflectecl a baleurce ol'l(shs2 11.377.152 r.claring

to human capital expenses. The amount incluclecl tvvo paynrcnts anrourrting to l(slrs7 39 126
paid for leave conrmlltatioll for forty - five (45) days based on two (2; leave application lirrrns
filed in the personal file of an offlcer. However. the payments had the following anonralics;a) The immediate supervisor dicl not approve the leave commutatio, of the officer, nor

was it approved by the responsible officer in the human resources departrnent.b) The leave commutation application form was ar,rthorized and approved by one offlcer
for both the irnmediate supervisor of the applying officer una ur., clepartr-nent ancl the
human resource manager.

c) The cotnmutation amoLlnt was complrted based on the gross pa), ol-the appl,r,i,u
officer, which was Kshs493, 150 instead of the basic pay oirrn.::s,000, resulti.g irran overpayment of Kshs237, 226. This contradicts Section E.4 (3) of the public
Service Commission Human Resource Policies and Procedures Manual for the public
Service approved in May, 2016.

d) The pending leave days were not valiclated by the Human Resource Ma'ager ersrequired before the payment was affected hence the accuracy ancl valiclitl,,ol'tlrc cla'spaid could not be confirmed.
353' ConseqLlently'-the accllracy ancl authenticiry ol'tlie expenditure of'l(shs73g.72(r irrcluilcdin the balance of Kshs2 11,377,152 for humaricapitui r*p.nr"s cor:ld nor be confirnrccl.

Submissions by the Accounting Officer
354. The Accounting Officer iubmitted that:

i' The chief Executive officer of the Fund was authorizecl to approve leave commLltation
in special circumstances if it was been determined that an employee cannot proceeclo,
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annual leavc' due to exigencies of service. This was the basis of approving the leave,

since the Officer was not granted leave permission due to exigencies of service.

ii. A duly approved internal rnemo was used as the leave commutation form.
iii. The current YEDF Human Resource Policies & Procedures Manual 2018 was silent on

the figure to use to compute the amounts hence the use of the gross salary of Kshs500,
000.

iv. Tlre officer had accumulated 80leave days from the leave year of November20161217

to Auglrst 201812019, the time he applied for his annual leave of l5 days and 30 days,

respectively, and the commuted leave days were prepared by the Human Resource

office and verified by the Deputy Human Resource Management who signed for the

Human Resource Manager.

Observations and Finding of the Committee
355. The Committee observed that:

i. The Accounting Officer made payment of commuted leave for cash without
Ibllowing due procedure and which led to an overpayment of Kshs237,226;

ii. l'he Accounting Officer has not made any effort to recover the money frorn the

staff; and

iii. The matter remains unresolved.

Recommendations of the Committee
356. The Committee recommends that:

i. The Accounting Officer ensures compliance of Human Resource Policies &
Procedures ofthe Fund;

ii. The Accounting Ollicer should within three months of the adoption of this
report recover from the concerned officer, the overpayment of Kshs. 237,226i

(9.) Inadequately Supported Travel Costs
357. The statement of financial perfonnance reflected a balance of Kshs104,452,900 relating

to general expenses. which inch"rdes an amollnt of Kshs4, 445,925 in respect of travel costs.
'l'he travel costs included an amount of Kshsl60, 000 relating to surrenders of imprests issued

to various officers to carry out various activities. However, the surrenders were not
adequately supported as details of invitations to the venues where the activities were being
undertaken, and attendance registers were not availed for audit verification.

Submissions by the Accounting Officer
358. The Accounting Officer submitted that:

i. The approval of two officers to attend the events was necessitated the need to have
proper representation since the Fund was in the initial stages of Maisha certification.

ii. The oflcers attended a two-day conference at Masai Mara University and an exhibition
on the third day. The 4tl' day per diern was for the travelling day since the offrcers were
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expected to begirr tlte prograur on time and could not travel on the clay thc conference
began.

Obscrvations and Findings of thc Comnrittcc
359. The Committee observed that:

i. The surrenders of imprests ol'Kshsl60.000'"vere nol adcclLratcll,slrpportccl as clctails
of invitatiotts and attendance registers wcrc uot availed fbr audit vcrification; ancl

ii. The matter remains unresolved.

Recommendations of the Committee
360. The Committee recommends that:

i. The Accounting Officer should rvithin thrcc months of the adoption of this
report providc the supporting documcnts on surrcnders of imprcsts ol'
Kshsl60,000 to the auditor gcneral for audit verification; antl

ii. The Accounting officer ensures timely provision of accounting
documentation requircd for audit verification as per thc provision of Section
3l of Public Audit Act, 2015.

(10.) Non-Currcnt Assets
l0.l Intangiblc Asscts

361. The statenlent of financial positiorr as at 30tl'.luue.20lc) rcl'lccts intarrgiblc zrsscts [ralarrcc

of Kshs47, 231,782 whicli inch.rdes an unsupported paynrent in the previous ),ezrr ol'Kshsl4.
124,652. The amount relates to Enterprise Resource Planning Software (ERPS) accluirecl at
a cost of Kshs54, 960,000. However, procLrrement and payrnents sLlppol'ting docLluicnts
relating to the ERPS were not availed for ar"rdit verificatiorr as thcy were reportedly being
held by the Ethics and Anti - Corrr"rption Cornmission (EACC).

362. Further, and as disclosed in Note 17 to the llnancial statemerlts, the aclditions dr-rring the
year of Kshsl4,448,138 inch.rdes an amount of Kshs9.338.300 relating to purchase ol'
hardware which should have beeu categorized under property, plant and equipnrent
(computers and accessories ) under Note l5 to the financial statements . The effect of the
wrong classification is that depreciation has beerr charged at the rate of 25 o/o insteacl of 33.33
7o hence resulting in understatement by 8.3 o% equivalent to Kshs775. 078.

363 . Inaddition,asreportedinthefinancialyear20l612017.thestatenrcntof ['inancial position
reporled balance of intangible assets of Kshs47. 231.782 inclr-rclcs asscts zrccluilccl in tlrc
financial year 2014/2015 at a total cost of l(shs2, 670.64ti u,hiclr havc rro supporrirrq
documents. The amount also inclurdes cabling and networking accprilecl at a cost ol'Kshs6.
612.686 and additiotts amouuting to I(shsl, 980,000 wliich do not qr-ralify as iritangible assers

in line with the International Public Sector Accor.rnting Standard (IPSAS) 31. Consequently.
the accuracy, completeness, existence and the valuation of the intangible assets balance of
Ks1rs47,231,782 could not be confirmed.
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Submissions by the Accounting Officer

364. The Accounting Officer submitted as follows:

i. The documents relating to the acquisition of Enterprise Resource Planning software were

availed to the Auditors for verification during subsequent audits after EACC released the

documentsaftergivirrgtlreprocessacleanbillofhealth.
ii. 'ftre adjgsti,rg er',tries for intangible assets were based on33.3%o and not 25o/oas alluded'

See attached the entries as passed in the books of account. This was effected in the FY

2Ol9l2O2O. See Appendix 4 FY 20192020'

iii. T5e supporting documents for intangible assets of Kshs2, 670,648 as per FY 2014i l5 were

availed and issue deliberated with the committee during the 2016117 &. 2017/18

presentations.

ir,. Reclassification entries relating to the additions of Kes 1,980,000 were effected in the FY

2011)12020.

Obscrvations and Findings of the Committce

365. The Committee observed that:

i. The Fund did not provide the supporting documentation on the Ksh 14,231,782

relating to payrnent for Enterprise Resource Planning Software (ERPS);

ii. The documents relating to acquisition of Enterprise Resource Planning software

were availed to the Auditors for verification during subsequent audits;

iii. The Fund did lot provide supporting documents for assets acquired in the financial

year 2Ol4l20l5 at a total cost of Kshs2,670,648;

iv. There was wrong classification of assets which is against the lnternational Public

Sector Accottnting Standard (IPSAS);

v. The matter remains unresolved'

Recommendations of the Committee

366. The Comnrittee recommends that:

i. .I.he Accounting Ollicer shoulcl rvithin three months upon the adoption of this report

provide the supporting documentation for assets acquired in the financial year

20L4lZ0lS at a total cost of Kshs20670,648 to the auditor general for verification;

ii. The Accounting officer should within three months upon the adoption of this report

provides proof of reclassification of assets to the Office of the Auditor General; and

iii. The accounting oflicer ensures that all applicable accounting and financial controls,

systems, standards, laws, ancl procedures are followed in the preparation of the

linancinl statcments ancl in accortlance with the standards prescribed by the Public

Scctor Accounting Stanclards Boartl ancl in compliance with Regulation 101(4) of the

Irublic Finance Management (National Govcrnment) Regulations, 2015.
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10.2 property, plant and Equipmcnt
367' The statement of financial position reflected a balance of Kshs65, 47o,4g3under propeny,plant' and eqttipment. inclucling partitions at a cost of Kshs35, gg3,37sfor the Lonrho Flouseoffices, which the Funcl ceased using in 2015/2016. Fr.rrtlier, examination of records inrelation to motor vehicles and motorcycles revealec'l that as of the time of the a,clit. five (5)out of eighteen (18) rnotor vehicles ancl one hunclrecl ancl five ( 105 ) out ol two hunclrecl arclten ( 2lmotorcycles owned by the Fund were grounclecl. Management corrtinued to rcllcctthe grounded assets as part of the property plant ancl equiprnent even though they \.vere notused' No provision for impairment had been provicled in the financial statements.

368' In addition, as previously reported, the property, planr and equiprnent varue of Ksrrs65,470,483 (2017/20rg - KshsI2r, s62,744t hactitre ioriowing anornaries:i' In 201412015, the Fund spent Kshs1,980,000 on the purchase of ipact tablcrs ttrr thc
Board of Directors' The Directors who rvcre issued u,ith the tablcts havc sirrcc lcli
the service, aud as a result, the physicalexistence of the tablets canrlot be ascertainecl.ii' In 2014/2015^ the Management procurecl mobile phorrcs lbr Kshs400. 000. l.hcphones were subsequently wriLten off. Approval fbr the write-offs has not been
provided for the audit review.

iii' The Fund acquired 50 laptops, clesktop computers and prirrters in 201 4/2ols.
However, on verification, four laptops valued at Kshsllg 840 each ancl orre printer
valued at Kshs87, 000 were for-rnd to be missi,g. Managenrent has to clatc not
provided evidence indicating ho,uv it is aclclrcssirrg thc issuc ol'loss ol'thesc asscts.

369' Under the circumstattce, the accuracy, valuation and exisr.ence of property. pla,t andequipment barance of Kshs65, 470,4g3 could,ot be ascertained.

Submissions by the Accounting Officer
370. The Accountirrg Officer submittecl as follows:

::* 
wrote ofr the partitions after handing rhem over to Huduma Kenya

Secretariat.

ii' Some directors have since returned tlie tablets, ancl the Funcl corrtinuecl to lollow
Llp on the rest.

iii' Mobire phones were written off in Fy 20r 5/2016.
iv' Lost laptops wet'e reported to the police. while the printer was compensatecl by

an insurance company (MADISON) at Kshs56,000

Observations ancl Finclings of the Committcc
37l. The Committee observed that:

i' The Fr"rnd hacl five (5) lllotor vehicles arrcl one hundrccl nncl li'c (105) r:rrrur.c'clcs
which were grounded;

ii' No provision for irnpairment had been provicled in the financial statements;
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iii.TheFundlradaweakinternalcontrolSysten,Istosafeguardagainsttheft,misuse,
and loss of the entitY's assets; and

iv. The matter remains unresolved'

llccom mcnclations of the Committee

i72. 'l'he Comtnittee recomtttends that:

i. 'I'he Accounting otticer ensures that the Fund's assets are handed over by the Board

uPon the exPirY of the term;

ii. 'fhe Accounting officer seeks authority for the tlisposal of grounded motor vehicles

andmotorcyclesrvithinthreemonthsupontheadoptionofthisreport;
iii. The Accounting officer to ensure compliance rvith the provisions of the Public

*rocurcment and Assct Disposal Act, i015, antl its regulations in the disposal of

grounded vehicles and motorcyclcs'

iv. The Accounting officer to ensure there are proper control systems to eliminate theft'

losses,wastage,andmisuseoftheFund'sassetsincompliancewithRegulationl39of
the Pubtic Finance Management (National Government) Regulations' 20L2; md

v.TheAccountingOfficerensuresthatallapplicableaccountingandfinancialcontrols,
systems, standards, laws, and p.r".dur", are followetl in the preparation of the

linnncial statements and in accordance rvith the standarcls prescribed by the Public

ScctorAccountingStanclarclsBoartlantlincompliancervithRegulationl0l(4)ofthe
lrublic Financc Manng"*cnt (National Government) Regulations' 2015'

(11.) Investmcnt ProPertY

3T3.TheinvestmentpropertybalanceofKshs32,S5S,T 
zreflectedinthestatementoffinancial

position as at 30 June, 2019 related to bus shelters constructed by the Fund in public places

on land which does not belong to the Fund. The property does not satisff the conditions set

ot'ttunderlnternationalPublicsectorAccountingStandard(IPSAS)l6andthereforedoes
not qr'ralify to be accounted for as investment property'

374. L-urther, the depreciation charge for investment property is at a rate of 
.2 

Yo per annum'

translating to a period of fifty years whereas the agreement between the Fund and the

respective county Government gives the Fund a duration of fourteen years for usage' This

implies an undercharge in depreciation against investment property amounting to Kshsl'

867,294per annum for three years, totalling Kshs7, 469,176 and an equivalent overstatement

in tlte investnlent property balance over the san"re period'

375. Conscquently, the accttt'ttcy, ownership. ancl fair statement of the investment property

balance of Kshs32. 858,742 could not be ascertaiued'

Submission by the Accounting Officer

376. The Accounting Officer respot'rded as follows:
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i' IPSAS l6 cleflnes investmcnt p.operty as propefty (larcl or lruilctirrg or par.. .l.a buildi,Ll-or both) Ileld to earn rentals o.lbr capital uppr..irtiu,r or both. ,"rh".',;;;;ll;:':r.';;the prodtrction or supply of goods or re.uic"s or aclrinistrative pLlrposes or sale in t5cordinary course of business.
ii' The btrs shelters' i,clrrding thc tr-rck shops, were constructed on Ia,cl leasecl to the Fu,dby courrty governments for l4 years. The purpose of the tuck s6ops was to earn rerrtalincome for the Fund.
iii' The treatment of the investmenthas since been adjusted, and the i,vestmerrt propertyis now depreciated over its useful life of l4 years.'

Observation and Findings of the Committee
377. The Committee observecl that:

t' The Fund had treatecl tlte br'rs shelters as i,vestrne'ts co.trary to lnte,rationalPublic Sector Accounting Stanclarcl (lpSAS) l6:ii' The Fu,d has sittce adjustecl the accounti.g treatnrenl olthe bus shcltcr.s.iii' The investtllent property is norv dcpreciatccl ovcr its rrsclirl lilb ot. l-l rcars:and

iv. -fhe 
nratter is resolved.

Recommendations of the Committee
378' The Committee recommends that the Accounting officer ensures that all applicableaccounting and financiar contrors, systcms, standarcrs, raws, and procedurcs arcfollowed in thc preparation of the financial statcmcnts and in accorcrancc rvith thcstandards prescribcd by the Public sector Accounting stanrlards lloard and incompliance with Regulation l0l(4) of thc Puhlic Financc Managcmcnt (Nati,natGovernment) Rcgulations, 20 I 5.

(12.) Tracle Dcbtors
(12.1) Unsupported Trade I)ebtors Balances

379' The statement of financial position reflected a balance of Kshs2, 303,216,545 reccivablesfrom exchange transactions' The balance consistecl of trade debtors, balance of Kshs2.485'960'200 and other exchange clebtors of Kslis2.6l8.998 ress irrrpairment aror.vancc ancrsuspense account of Kshs 124 , 428.960 and Kshs60 .g33.693, rcspectively, relating to traciedebtors fot2018/2019' The balance of Kshs2, 303,216,545 as at 30 June,20l9 could not beconfirmed as detailed listings did not suppot-t the amount.380' Further' no detailecl agei,g analysis was provided to support the abovc loa, barances ancrirnpairment figures appliecl to the revolving fund balance. Also. as reported in the prcviousyear' the balance of Kshs2, 303'216,545 L,rcler receivablcs fi.onr cxcrrzrrgc transzrcti.,sincluded unqua,tified amou.ts of i,terest, o";;,;;. a,cl principal rj.onr rj,arrcialintermediaries' The anlotult also i.clLrded u,known aucr unqLrantiliecl zll1.loL,rr.s .r. r.,g
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outstanding default penalties owed by finance intennediaries whose recoverability is

doubtful.

Submissions by thc Accounting Ofticer
381. -l-he Accounting Officer submitted that the aged. detailed loan analysis was shared with the

Auditor General in soft copy, and the irnpairment was based on a 5Yo provision.

Observations and Findings of the Committee
382. The committee observed that:

i. The Fund did not provide detailed listings and aging analysis supporting the

outstanding loan balance of Kshs 2,303,216,545.
ii. The loan balance of Kshs2, 303,216,545 includes unquantified amounts of interest,

penalties, long outstanding default penalties and principal from financial
interrnediaries; and

iii. The matter remains unresolved.

Itccommcndations of the Committee
383. -fhe 

Committee recommends that:

i. Thc Accounting Otlicer should ensure that the Fund keeps adequate financial and
accounting records in compliance rvith the provisions of the Public Finance
Management Act, 2012 section 68(2)(b) and (c) and Regulation 100 of the Public
Finance Management (National Government) Regulations, 2015; and

ii. The Accounting Officer should within three months upon the adoption of this
report resolve the outstanding audit issue as required by Section 68(2XI) of the
Public Finance Management Act, 2012, and Section 53(1) of the Public Audit Act,
2015.

12.2 Loans to Untraceable Welfare Group
384. Receivables from exchange transactions included loan balances totaling Kshs150,000 and

Kshs500,000 disbursed in 2007 to Cooper Group in ljara District and Nomads Welfare in
Dujis and Garissa respectively. These welfare groups had never been traced to confirm the
outstarrding loans and their recoverability. The balances remained the same in the current
vear.

Submissi<lns try thc Accounting Of'licer
385. 'l-he Accounting Olficer submitted that Funds were disbursed in 2007 when the Furrd was

established, and efforts to trace the institutions were ongoing.

Observations and Findings of the Committee
386. The Committee observed that:

i. The loan balances inch.rde Kshs150,000 and Kshs500,000 disbursed in2007 to Cooper
Group irr ljara District and Nomads Welfare in Dujis and Garissa respectively.
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lll.

TheAccoltttting Olfrccr ltad not tracccl ncllare groups lbr purposes ol'contlrrning tlrcir.
or-rtstanding loans and thcir rccoverability.
The matter remains unresolvecl.

Recommendations of the Committee
387. The Committee recommends that:

i. The Accounting Officer shoulcl ensurc that the loans owed by the rvell'nre groups
are fully recoveredl and

ii. The Accounting Officer ensures the Fund revises its cretlit policies on issuancc
ofloans by introducing a thorough vetting process ofpcrsons seeking Ioans from
the Fund as a measure of enhancing loan recoverability.

12.3Other Exchange Debtors
388. The receivables frour exchange transactions balance of Kshs2,303.216,608 ilclr"rded stafT

itnprests of Kshs3.739,667 under excharrge clebtors, some datirrg back to August 201l.'l'he
staff irrprests included Kshs1.994.848 trnd Kshs292 800.,,rlrich u,crc irrcgularlv issr.rccl [o
the former Cliief Exccutive Otlrccr and l]oarcl Chairr-nan.

Submissions by the Accounting Officer
389. The Accounting Officer submitted that the lbrmer Chief Executive Officer, Ms Catherine

Namuye and fortner Board Clrairman, Mr. Bruce Odhiarnbo were all deceased. The Fund
had thereforc made full provision for dor.rbtful debts. The Fund requested that the cornmittee
consider a write-off since the two were deceased.

Observations and Findings of the Committec
390. The Committee observed that:
i. The balance of reccivables frorn exchange transactions inclr"rdes Kshs2,287.648 rclating to

imprest issued to the late Catherine Namuye and the late Bruce Odhiambo; and
ii. The matter rernains unresolved.

Recommendations of the Committee
391. The Committee recommcnds that thc Accounting Officcr should rvithin thrcc months

of the adoption of this report makc a rcqucst lbr rvriting-off thc lossc.s ol' Kshs2,2ll7,(rJtl
(relating to imprest issued to the late Catherinc Nnmuyc ancl thc latc Brucc Otlhiambo)
in accordance rvith Section 69 of the PFM Act,2012 and Rcgulation 148 of the Public
Finance Managcmcnt (National Govcrnmcnt) Regulations,20l5 rvithin thrcc months
of the adoption of this report.

l2.4Provision of Impairmcnt Allorvanccs
392. The receivables from exchange transactions balance of Kshs2,303.216,545 is nct o['arr

impairment allowance of Kshs124,428,960, and an unidentifiecl ancl unsupportccl loan
repayn'Ient of Kshs60,933,693. However, the impairrnent allowance is cornputcci at Stlt ol'
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tlte otrtstanding loan balance of Kshs2, 488,579, I 98 was not backed by any previous trend
or lfund policy.

Submissions by the Accounting Officer
393. The Accounting Officer sr,rbmitted that the approved Board finance policy provided a 5%

general provision for bad debts.

Observations and Findings of thc Committee
394. Tlie Committee observed that:

i. 'l'he Fund's Finance Policy and Procedures Manual Section 8.4.15 provided for a 5 Yo

general provision for bad debts; and

ii. The matter was resolved.

12.5 Unsupported Loan Balanccs
395. The trade debtors'balance of Kshs2, 485,960,200 as at 30 June,2019 includedKshsls0,

184,855 owed by Chase Bank Limited that had not been supported to date by any
docurnentary evidence. The amount originated from unsupported payments made by the
bank. lbr which the bank had not produced documents to support the withdrawals.

Submission by the Accounting Officer
396. The Accounting Officer submitted as follows:

i. An Anti-corruption case arose from the fraudulent Chase bank transfers of Ksh
115,710,000 on February 23,2015 and Ksh 64,654,789 on May 4,2015 and,

ii. The Fund had instituted legal proceedings to recover the Ksh 180, 363,789 fraudulently
wired to Quorandurn Limited,

Observations and Findings of the Committee
397. -fhe Committee observed that:

i. The Kshs I 80, I 84,855 represents a fraudulent withdrawalipayment of the fixed deposit
amount which was being held at Chase Bank Ltd.

ii. A civil matter is currently before the court in a bid to recovery the same. Criminal aspect
of the court case was determined in favor of the fund with the accused proven guilty;
and

iii. 'l'he issue is unresolved.

llecommendations of the Committee
398. 'I'he Committee recommends that the Accounting Officer subrnit an update to the Auditor-

General on the recovely of Kshsl80, 184,855 within three months upon adoption of this
repoft.

12.6 Default Penalty on Loans to Financial Intermediaries
399. As. reported in 2017/2018, included in the trade debtors balance of Kshs2, 485,960,200

was a receivable frorn default penalty on loans to financial intermediaries of Kshs300,
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550,837 for the year2016/2017. No comprehensive ageing analysis in support of this amor.utt
had been provided for ar.rdit veriflcation. tt is. however, evident that no settlerlerrr ol rhc
default penalty accolult had been nrade by any financial internrcclialy sincc lhc inccption ol'
the Fund. Consequently, the accLlracy. completeness and existencc o['thc receivahlcs fiorn
exchange transactious balance of l(shs2. 303.216.545 as at 30 .lunc. 2019 coulcl net lrc
confirmed.

Submissions by the Accounting Officer
400. The Accounting Officer submitted that the updated schedule liad been availecl, and

reminders had been sent on outstanding default penalties.

Observations and Findings of thc Committce
401. The Comrnittee observed that:

i. The Fund did not provide a comprehensive ageing analysis irr support o1'detault
penalty on loans of Kshs300,550,837 for ar_rdit verification;

ii. No settlement of the default penalty account had been rnade by any financial
intermediary since the inception of the Fundl and

iii. The rnatter remains unresolved.

Recommendations of the Committce
402. The Committee recommends that:

i. The Accounting Officer should rvithin threc months upon thc atloption of this
report provides a comprchcnsivc agcing analysis in support of default penalty on
loans of Kshs300,550,837 to the Auditor-General; and

ii. the Accounting Ofticer ensurcs that all contracts entered into by the Fund arc
Iawful and are complied rvith in compliancc rvith Section 68(2)(d) of thc Public
Finance Managemcnt Act 2012.

(13.) Current Receivables
403. As reported in the previous year, included in the receivables from exchange transactions

balance of Kshs2, 303,216,545 is an amount of Kshs245, 000,000 relating to the Credit
Guarantee Scherne regarding monies advanced to Rafiki Deposit Taking Micro Finance and
lndo Africa Finance amouuting to Kshs95,000.000 and Kshs150.000,000 respectively.
which to date had not been secured by deeds of guarantee. No provision for irnpairrrrcnt had
been included in these financial statements regarding the Credit (iLrelrantee Sclrenrc harlancc
of Kshs245, 000,000 even though the recovery of these anrounts is cloubtfurl basccl on (lrc
coun cases between the Fund and the two Intemrediaries. Consccluentty. thc i.lccLrac).
validity, and recoverability of receivables from exchange transactions of Kshs245 000.000
could not be ascertaincd.

Submissions by the Accounting Officer
404. The Accounting Officer subrnitted that
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i. 'l'he Fund instituted various recovery rnethods. including couft cases. The Rafiki DTM
case was determined in favour of the Fund, and the Fund was waiting to receive the
money.;

ii. A general 5oZ ptovision for impairment has been made in the books; and
iii. copies of the deeds of guarantee signed between the Fund and the two institutions were

subrnitted to the Auditor General for verification.

Obscrvation and Findings of the Committee
405. -l-he Committee observed that:

i. The Fund had not made provision for the Credit Guarantee Scheme balance of
Kshs245, 000,000 in the financial statements;

ii. The Fund has since made a 5o/o general provision for impairment in the financial
statements: and

iii. The matter is addressed.

Itccomnrcndations ol the Committee
406. 'l'he Comrnittee recommends that:

i. The Accounting Officer ensures that all contracts entered into by the Fund are
Iawful and are complied with in accordance with Section 68(2)(d) of the Public
Finance Management Act 2012.

ii. The Accounting Officer ensures that all applicable accounting and financial
controls, systems, standards, laws, and procedures are followed in the
preparation of the financial statements and in accordance with the standarcls
prescribed by the Public Sector Accounting Standards Board and in compliance
rvith llcgulntion l0l(4) of the Public Finance Management (National
Govcrnment) Regulations, 2015.

(14.) Trade Payables
407. The statement of financial position reflects a balance of Kshs72,729,725 under trade and

other payables from exchange transactions, which includes payables totaling to
Kshs5.5ll,045 relating to four (4) contractors outstanding as at 30 June,2014 and
Kshs4,650,750 outstanding as at 30 June,20l5. However, no satisfactory explanations have
been given for t-ailure to settle the accounts payable in the year in which the expenses were
incurred or subsequent financial years.

408. The trade and other payables from exchange transactions balance of Kshs72,729,725 also
includes payables to contractors of Kshs1,083,600 and Kshs4,427,445 both outstanding as at
30 June,2014 owed to two contractors respectively, and Kshs1,426,800 and Kshs3,223,950
both outstanding as at 30 June,2015 owed to two service providers respectively. No
stttislactotl, explanation has been given for failure to settle the accounts payables in the year
in which the expenses were incurred or subsequent financial years. Consequently, the
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existence and validity ol'the trade payables balance of l(shs72, 729.725 as at 30 June.20l9
could not be ascertained.

Submissions by the Accounting Officer
409. The Accounting Officer sr,rbmitted that a reconciliatiori had not been carried out. l-lowever,

the verified amolrnts were paid in202l/2022.

Observations and Findings of thc Committce
410. The Committee obscrvcd that:

i. The Fr.rnd has long outstanding payables ol'l(sh5,511.045 and Kshs4.650.7-50 sincc

30 June, 2014 and 30 June, 201 5 respectively; and

ii. The matter rernains unresolved.

Recommendations of the Committce
41 1. Tlie Committee recommends tltat:

i. The Accounting Officer should rvithin three months upon the adoption of thc
report submit a reconciliation of thc outstanding payables of Ksh5,5ll, 045 anrl

Kshs4, 650,750 to thc Office of thc Auditor-Gcncrrl for audit vcrification.
ii. The accounting oflicer to ensure that thc Fund settlcs its payablcs within threc

months upon the adoption of this rcport in compliancc with thc Public F'inancc
Management Act, 2012, and Public Procurcment and of the Asset Disposal Act,
2015.

(15.) Inventorics
412. As disclosed in Note l4 to the financial statements, the statement of financial position

reflects a balance of Kshs172,330,000 under inventories. The balance relates to automatic
hatching machines that were procured in the financial year 201212013. The inventory
continues to be camied at cost in the books of accounts which is non-compliant with IPSAS
12, which requires that the valuation be the lower of cost and net receivable value. Thc
realizable value of the hatching machine has been provided belou, cost at Kshs(;0. 000 pcr
unit instead of Kshsl90,000 that is the current carrying valuc.

413. AIso, as reported in the previor.rs year, the inventorics balatrce ol'Kshsl75. (r59.930 as at

30 June,2017 also included 907 units of hatcheries valued at Kshs172,330,000 which rvas

the same as at 30 June,20l6. In 201412015, there were 906 units of liatcheries valued at
Kshs 1 72, 140,000 as at 30 Jur-re, 2015 even though there were no sales, returns or purchases
reported by Management during the year 201512016. The stock records however, reflected
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907 units of hatcheries valued at Kshs172,330,000. The increase both in quantity and value
of lratcherics during the year 20l512016 has to date not been adequately explained.

414. Funher, although it is clear the incubator inventory is slow moving and is thereby impaired,
no provision for impairment has been made against the balance of Kshs172,330,000 in the
financial statements. In addition, physical verification exercise undertaken in June, 2019,
indicatecl the total number of hatcheries as 886 units even though there has been no disposal
or sale since the financial vear 201412015.

415. Additionally, as reported in the previous year's audit report, the balance of stock (907)
worth Kshs172,330,000 as at 30 June,20l9 stored at Kasarani Stadium and the National
Youth Service stores in Mornbasa continues to attract storage costs amounting to
Kshsl,153,600 annually. Management is yet to provide the storage contracts between the
Sports Stadium Management Board and the Fund. Under the circumstances, it is not possible
to confirm that the inventories balance of Kshs172,330,000 as reflected in the financial
statements is fairly stated.

Submissions by the Accounting Officer
416. The Accor.rnting Officer submitted as follows:

i. The Fund had since revalued hatcheries at a lower cost and net realizable value

and adjusting entries effected in the FY 2021/2022;
ii. The incr"rbators had since been moved to a rent-free space at the National Youth

Service, Ruaraka at no storage cost. The National Stadia did not charge the Fund
anythirlg aud to date no amount is outstanding for storage purposes; and

iii. Discussed with the Committee in previous meetings when discussing reports up

to FY 20l6l17 & 2017118 and awaiting the committee's recommendation.

Observations and Findings of the Committec
417. The Committee observed that:

i. The automatic hatching machines procured in the financial year 201212013
continued to be carried at cost in the books of accounts in violation of IPSAS 12,

which requires that the valuation be the lower of cost and net receivable value;
ii. The Fund did not make provision for impairment against the balance of Kshsl72.

330,000 in the financial statements;

iii. The incubators have since been moved to a rent-free space at the National Youth
Service, Ruaraka at no storage cost; and

iv. The matter remains unresolved.

Ilccommcndations of the Committee
418. 'l'he Committee reconmrends that:

i. 'fhe Accounting Officer seeks approval to dispose of the hatcheries within three
months upon the adoption of this report.
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ii. The Accounting Officcr ensurcs that all applicnble accounting and linancial
controls, systems, standards, larvs, and proccdurcs arc follorved in thc
prcparation of thc financial statcmcnts nnd in accordancc rvith thc standtrds
prescribcd by the Public Sector Accounting Stnndards Board and in compliancc
lvith Rcgulation 101(4) of thc Public Finance Managcmcnt (National
Government) Regulations, 20 I 5.

(16.) General Expenscs
419. The financial statements reflected a figure of Kshsl04,452,9OO nnder general expenses.

The figure included Kshs8, 434,670 relating to legal fees, which included two payments to
legal service providers totaling Kshs5, 179,200. Examination of these payments revealed thc
following anomalies:

i. The quotation lbrms for the provision of the service.s \.verc openccl by' an Adlroc
Committee of three (3) nteurbers ol1 a date not inclicated in the openiut rliuurcs.
The legality of the constitutiou of the teuder opeuing coururittee coulcl uo( bc
verified as no appointment letters frorn the Cliief Executive Oflrcer were availccl
for audit verificatiou to support compliance with Section 78(l) of the Pubtic
Procurement arrd Asset Disposal Act, 201 5.

The quotatiou forms were opened by a three (3) member committee on a date that

was not indicated in the opening minutes and whose rnenibership could rrot be

verified as there were no appointtlent letters.

The approval of the professional opinion was granted on 28 .lune, 201 8, the same

day the contract was signed. The service provider issued an invoice. arrd the

Management certified the invoices for payment on the same date the contract was

signed. The payrnent was made before the services were rendered.

No documentation was availed fbr audit verificatiorr irr support ol'thc acllroc

tender evaluation comrnittee that the Chief Executive Officer purportcdly
appointed to carry out the evaluation.

v. No explanation has been provided fbr non-compliance with the law on
procurement.

Submissions by the Accounting Oflicer
420. The Accounting Officer subrnitted as follows:

i. Procuremellt pt'ocedure was followed as per the Pr"rblic t)rocurcrncrlt iulcl Assct
Disposal Act, 2015. The purclrase rcquisition was raisccl on 201612(ll[l arrrl rhc

professional opinion was signed by the Supply Chairr Management ancl the

Accounting Officer of YEDF on 281612018. We tl,erefore clarify that the
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professional opinion as contained in the evaluation report of bidders did not

precede formal purchase requisition to procure the said services.

The three YEDF officers were picked by the accounting officer to open the

quotation forms. The quotations were opened on the deadline of submissiol which

was on 2610612018.

Maxintun level for quotation was Kshs3,000,000; and
'flre lrrvoice was accrued in June 2019 but payment was made in September 2019.

IV

Obscrvations and !'indings of the Committee

421. The Committee observed that:

i. The Fund flouted public procurement procedures in procuring for legal service

providers- the quotation forms were opened on a date not indicated in the opening

minutes; appointment letters of the Opening Committee could not be verified;

qLloratioll forms were opened on a date that was not indicated in the opening

minutes and whose membership could not be verified as there were no appointment

letters; the payrnent was made before the services were rendered; and

ii. The matter remains unresolved.

Recommendations of the Committee

422. TheCommittee recommends that the Accounting Oflicer ensures that all applicable

irccounting arntl financial policies, controls, laws, and procedures are followed in the

procurcment of ggods and services in compliance rvith the provisions of the Public

Procurement antl Asset Disposal Act,20l5 and its Regulations.

17. Unresolved Prior Year Issues

423. Asdisclosed under the progress on follow-up of the Auditor's recommendations section of

the financial statements, various prior year audit issues remained unresolved as at 30 June,

2019. Masagenrent had not provided reasons for the delay in resolving the prior year's audit

issues.

Submissions by the Accounting Officer
424. The Accoulting Officer submitted that the Prior year matters were discussed by the

comrnittee and the Fund was awaiting the outcome of issues discussed.

Observations and Findings of the Committee

425. The Coprmittee observed that prior-year audit issues remained unresolved as at 30 June

2019 agaipsr the recluirement of Section 68(2)(l) oI the Public Finance Management Act,

2012.

Recommendations of the Committee
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426' The Committcc rccommcnds that thc Accounting ouiccr rcsolvcs all audir issuc.s tlrnt
rcmain outstanding as required by scction 68(2XI) of thc public Financc M:rnagcmcnt
Act,2012 rvithin threc months upon thc adopti,n of this rcport.

9.I.2 THE AUDITED FINANCIAL STATEMBNTS FOII THB YOUTTI ENTERPIUSE
DEVELOPMENT FUND FOR THE FINANCIAL YBAR 2019/2020
Audit Opinion- Adverse 0pinion

(l) Undisclosed material uncertainty
427 ' The Fund continued to regisl.er dismal perfonnance where the statement of financial

performance reflected a Kshs42,663,881 deficit (2olg deficit of Kshs163,200,4g9). The
situation had prevailed over the past five years. This material r.urcertainty which casts
significant doubt on tlte continued ability of the Funcl to clischarge its rlanciare i1 r5e
foreseeable future, has. hor,vever. r'rot been disclosecl in the Iinarrcial statenrcuts. Iiltc.l,.thc
circumstances, the accLlracy of the financial statcnterrts fbr the _r,ear cnclcci 30 .lurrc 1020 coulcl
not be confirmed.

Submission by thc Accounting Olliccr
428' The Accounting officer responded that adequate rneasLrres were being taken to reverse rhe

trend resulting in a reduction in the deficit. He also indicated that clisclosLrres were macle in
2020t2t.

Observations and Findings of the Committec
429. The Cornmittee observed rhat:

11.

The Fund continued to register dismal perfbmrance where the statenrent ol'linzurcial
performance reflected a Kshs42, 663,gg l deficit i, the year u,der review.
The material uncertainty which casts significarrt cloubt on the continued ability of the
Fr"urd to discharge its mandate irr the foreseeable future, was not clisclosecl in the
financial statements.

The disclosures were not macle in the ar-rdit year,
The matter remained unresolved.

Recommendations of the Committcc
430' The Committce rccommencls that thc accounting ofliccr cnsures that all applicablc

accounting and financial controls, systcms, standards, larvs, ancl proceclurcs arc
follorved in the preparation of the financial statements in compliance n,ith public
Finance Management Act, 2012 and in accorclance rvith thc standards prescribed by
the Public Sector Accounting Stanrlarcls Board as pcr Regulation l0l(4) of thc public
Finance Management (Nationar Govcrnment) negurations, 20rs.

(2) Errors in Financizrl statcmcnts - Unsupported Statcmcnt ol'Cash llo*.s
431' The statement of cash flows reflected a closing cash ancl cash equivalents balance ol.

Kshs306, 863,299' However, the balance included an r-rnexplained prior-year adjustrnent of

lll.
iv.
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Kshs84, 855 under operating profit before working capital changes. Under the

circumstances, the accuracy of the financial statements for the year ended 30 June, 2020
could not be corrfirmed.

Submissions b1, thc Accounting Officer
432. 'fhe Accouuting Officer responded that the prior year adjustmerrt of Kes 84, 855 related to

ledger entries on incorne and expenditure iterns for the prior year, which was not captured,

thus the correcting entry.

Observations and Findings of the Committee
433. The Comrnittee observed that:

i. The balance included an unexplained prior-year adjustment of Kshs84,855 tmder
operating profit before working capital changes;

ii. The matter was still pending since supporting documents of journal vouchers

were not provided; and

iii. The matter remains unresolved.

l{ccommcndations of thc Committee
434. 'l'hc Committcc recomm€nds that rvithin thrce (3) months after the adoption of this

rcport, the Accounting Officer provides documentary evidence to show the unexplained
prior-ycar adjustment of Kshs84,855 under operating profit before working capital
changes to the Auditor General for audit verification.

(3) Receivable from Non-Exchange Transactions
435. As disclosed under Note l8 to the financial statements, the statement of financialposition

reflected a balance of Kshsl , 151,594 relating to receivables from non-exchange

transactions, out of which an amount of Kshs95l, 593 related to rental deposits for offices
that the Fund vacated in 2017, but the recovery was yet to be made. Managementdid not
provide an explanation for not recovering the amounts. No provision for bad and doubtful
debts has beeu provided for in the financial statements. Consequently, the validity of the
reported balance for receivables from non-exchange transactions amounting to Kshs95l, 593
as at 30 June,2020 could not be confirmed.

Submissions by the Accounting Olficcr
436. Accounting Officer submitted the status of the deposits, as tabulated below

a) Running contracts whose deposits cannot be liquidatcd
Deposit
Holder

Location Deposit Remarks
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1 Prof.

Mutuku

Mutinga

Machakos 190,000 l-he contract rwas renerved

required.
ancl thc dcposit is still

Total 190,000

b) Lapsed Leases rvhose amounts thc Fund is pursuing recovcry
Rernarks

Amouuts partially recovered, and the issue ,uvill ['rc

closecl l:Y 202212023

Recovery was being pursued, ancl the issuc will bc

closed in202212023

437. From the above analysis, total deposits as at the end of the financial year was Kshs95l, 593

out of which Kshsl90, 000 was a running contract, and the fund was pursuing the balance of
Kshs761, 593.60. The Accounting Officer also informed the conrmittee that el'l'orts were

being made to recover the outstanding deposits.

Observations and Findings of the Committcc
438. The Committee observed that:

i. The balance of receivables from non-exchange transactions iucludes
Kshs761,593.60 relating to rental deposits whose leases lapsed but have not been
recovered; and

ii. The matter remains unresolvecl.

Recommendations of the Committee
439. The Committee recommends that:

Deposit

Holder
Location Deposit

I Ilolden
Investments

Limited

Kakamega 126,382 'lhe amount was partially recovered, and the issue

will be closed FY 202212023

2 Nairobi

Irlornes

Mornbasa

Mombasa 189.680

J Pioneer

Holdings
Kisumu 60,000

4 Centrif Ltd Nakuru 239,300 The Fund continues to pursue the refund. which is

expected to clear during this financial year.

5 Kirem
properties

Eldoret 139,200 The Fuurd continues to pursue the refund which is

expected to clear duling this financial year.

6 Nyeri Nyeri 7,031.60 The Fund continues to pLrrslle the reftrrrcl. and i.s

expected to clear during this frnancial ycar.
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i. Thc Accounting Officer pursues the recovery of the outstanding deposits of
Kshs761,593.60 rvithin thrce months upon the adoption of this report

ii. 'l'hc Accounting Otficer ensurcs that, all contracts entered into by the Fund
are larvful and are complied with and in accordance with Section 68(2)(d) of
the Public Finance Management Act 2012.

(4) Tuck Shops Rental Income
440, The statement of financial performance reflects an amount of Kshs71, 671,267 in respect

of interest and fees on loans. The interest and fees amount includes Kshsl, 999,500 relating
to rental income generated from tuck shops. However, verification of records revealed that,
dLrring the yeetr under review, the Fund owned one hundred and fifty-seven (157) tuck shops,
all occupied by tenants lbr the entire twelve ( 12) months under review as evidenced by lease

agleements.

. Based on the number of tuck-shops and the rnonthly rental charge per shop, the expected
revenue was Kshs2, 916,000 as compared to the reported revenue of Kshsl, 999,500leading
to an uuderstatement of revenue by Kshs9l6,500. The Management did not provide an

explanation lor the difference. Consequently, the accuracy and cornpleteness of the interest
and t'ees of Kshs l, 999.500 for the year ended 30 June, 2020 could not be confirmed.

Submissions by the Accounting Officer
442. The Accounting Officer responded as follows:

i. The stalls were running as social enterprises. incubation handholding period was given
to struggling businesses to enable them to gain traction.

ii. Kshs1,999,500 was realized frorn the stalls after the incubation period. Further, the
COVID- l9 pandernic affected the achievement of a 100% occupancy of the stalls.

iii.

Obscrvations and lrindings of the Committee
443. The Committee observed that:

i. The Fund did not provide any explanation and documentation for the difference in
the expected revenue of Kshs2,916,000 as compared to the reported revenue of
Kshs1,999,500 leading to an understatement of revenue by Kshs916,500.

ii. The matter remains unresolved.

Ilecommendations of the Committee
444. The Committec recommends that within three (3) months after the adoption of this

report, the Accounting Officer provides documentary evidence to the Office of the
Auditor-Gencral to explain the difference in the expected revenue of Kshs2,916,000 as

compared to the reported revenue of Kshs1,999,500 Ieading to an understatement of
revenue by Kshs916,500.

(5) Unauthorizcd Utilization of llevolving Funds

441
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445. The statement of finarrcial position as at 30.lunc, 2020 reflects a revolving fiurd berlance ol'
Kshs4, 137,798,856. Flowcvcr, althor,rgh the amount is supposed to represent the totzrl loans
advanced to the youth aud arry balance held in the bank account. the total currerlt assets

balance stood at Kshs3, 055,294,822 as at 30.Iune,2020, reflecting a shorttall ot'Kshsl.
082,504,034 to match the revolving fund balance.

446. This iniplies the Fund Management has, over time. utilized Kshsl, 082,504,034 o1'the
revolving funds to finance recurrent expenditure, thereby negatively affecting the

sustainability of the Fund. No reallocation approvals were availed for audit verification to
support the utilization of conditional grants on recurrent experrditure. IJnclcr tlrc
circumstance, the accuracy and existence of thc revolvirrg fr-urd balance ol l(shs4.
137,798,856 as at 30 June, 2020 could not be confimred.

Submission by the Accounting Officer
447. The Accounting Officer responded as follows:

i. The Board and the National Treasury approved the budgets.

ii. The development bLrdget contaius t\vo conrpollents: loarr disbr"rrselllcur and capital

expenditr"rre, funded by grants frour the Govemurent o1'Kenya. 
-['he 

tunount trbove s,as

spent based ou the approved budget as fbllo,,vs:

iii. Purchase of hatching machines

(Being carried as inventories./br on-lending) - K.rh:; 199,500,000

Purchuse of Cctpitul A^tset - Ksh.r 567,259,575
Progranune Support Extrtenses - Ksh315,714,159

iv. A distinction was not made between revolving and capital accoullts. 'l'hc acl.lusting

figr.rres for the entries were made in FY 2021-22

Observations and Findings of the Committee
448. The Committee observed that:

i. No reallocation approvals were availed for audit verification to support the

utilization of conditional grants on recurrent expenditure;
ii. The ledger showing original erttries, explanations. supporting docurnents on journal

entries, approval of the joulnals and revised ledgels were ltot proviclcd lirr
verification; and

iii. The matter remains unresolved.

Recommendations of the Committee
449. The Committee recommends that:

i. The Accounting Officcr takcs appropriatc rhcasurcs to rcsolvc thc outstanding
audit issue as required by Section 68(2XI) of thc Public Financc Managcmcnt
Act,2012 and Section 53(1) of the Public Audit Act, 2015;
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ii. Within three months of the adoption of this report, the Accounting Officer
provides the supporting documentation on ledgers showing original entries,
journal entries, approval of the journals and revised ledgers to the office of the
Auditor-Generation to support the utilization of the Revolving Fund.

(6) Property Plant and Equipment
450. As disclosed iri Note 20 to the financial statements, the statement of the financialposition

reflects a balance of Kshs5O, 733, 824 under property, plant and Equipment. However,

Management did not levalue these assets for a long tirne. Further, Management has

reclassifled additions relating to the financial year 2018-2019 amollnt of Kshs9, 338,300

relating to purchase of hardware under property, plant, and equipment (computers and

accessories) as disclosed under Note 20 to the financial statements.

451. However, corrections on the effect of the wrong classification on depreciation which was

charged at the rate of 25%oinstead of 33.33% hence resulting in understatement by 8.3%

cumulatively Kshsl, 550,156 as at 30 June, 2020 has not been made.

452. Under the circumstance, the accuracy, valuation and existence of property, plant, and

equipment balance of Kshs50, 733,824 could not be ascertained.

Submissions by the Accounting Officer
453. The Accounting responded that the re-valuation was not done due to financial constraints.

Flowever. the exercise was carried out in FY 202112022 andthe accounts adjusted. He added

tlrat the adjusting entries were based on33.3o/o not25oh.

Obscn,ations and l-indings of the Committee
454. 'fhe Cornmittee observed that:

i. There was no re-evaluation of Ksh,50,733,824 assets for a long time;
ii. Corrections on the effect of the wrong classification on depreciation which was charged

at tl're rate of 25%o instead of 33 .33Yo resulting in understatement by 8 .3Yo cumulatively
Kshsl, 550,156 as at 30 June,2020 had not been made at the time of audit;

iii. The re-valuation was not done due to financial constraints;
iv. The exercise was carried out in FY 202112022 and the accounts adjusted;
v. The adjusting entries were based on33.3o/o notZYo; and
vi. The matter was resolved.

Recommendations of the Committee
455. The Committee recommends that the accounting officer ensures that all applicable

accounting and financial controls, systemso standards, lals, and procedures are
lbllowed in thc preparation of thc financial statements in compliance with Public
I"inancc Managcment Act, 2012 and in :rccordance rvith the standards prescribed by
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the Public Sector Accounting Standards Board as pcr Rcgutation 101(4) of thc Public
Finance Managcmcnt (National Governmcnt) Rcgulations, 201 S.

(7) Investment Propcrty
456. As reported in the previouts years. tlie investntent property balance of Ifths30. 189.970

reflected in the statentent of financial position as at 30 .lune, 2020 relates to bus sheltcrs
constructed by the Fund in public places on land which does not belong to the FLurd. The
propefiy does not satisry the conditions set out under International Public Sector Accounting
Standard (IPSAS) 16 and therefore does not qualify to be accounted for as investment
property. Consequently, the ownership of the investment propefiy balance of Kshs3Q.
189,970 could not be ascertained.

Submissions by the Accounting Officcr
457. The matter was discussed under qLrery no. I I in FY 2}l8l19 and as per eviclcrrcc proviclccl

in response showing that the classificatioll was justified.

Observations and Finclings of the Committcc
458. The Cornmittee observed that:

i. The investtnent property balance of Kshs30, 189,970 relating to bus slrelters was
constructed by the Irund in public places on land i,vhich does not belong to tlre Fund,

ii. The property did not satisfu the conditions set out under Intenrational Public Secror'

Accounting Standard (IPSAS) l6 and therefbre did not qLralily to be accor-rrrted lbr
as investment property;

iii. The matter was discussed under qllery rro. ll in FY 2018/19 and as per evidence

":o',X'Ji:'ilT:.:];,1ffi :,',x'.:i',:fi :ff ::;il::#ii;i:'#;iffi orparr
of a building -or both) hcld to earn rentals or lor capital ;rppreciatiorr or both.
rather than for use in the prodr-rctiorr or sLrppty ol' gr:ocls or scn iccs or
administrative purposes or sale in the ordinary coLrrse oIbusiness.
The bus shelters, including the tuck shops, were constrLlcted on land leased

to the Fund by county governments for 14 years. The pr.rrpose of the tuck
shops was to earn rental income for the Fund.

The treatrnent of the investment has since been adjusted, and the investment
property is now depreciated over its useful life of l4 years.

iv, The matter was resolved.

Recommendations of thc Committec
459. The Committee recommends that thc accounting officer ensurcs that all applicablc

accounting and financial controls, systems, standards, larvs, :rnd proceclurcs arc
followed in the preparation of the financial statements in compliance ryith thc Public
Finance Management Act, 2012 and in accordance rvith the stanrlards prescribccl by
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the Public Sector Accounting Standards Board as per Regulation 101(4) of the Public

Finance Management (National Government) Regulations, 2015.

(8) Trade Debtors.
a. Unsupported Trade Debtors Balance

460. Tlie statentent of financial position reflects a balance of Kshs2, 574,949,929 under

reccivables frorn exchange transactions. The balance consists of trade debtors'balance of
Kslrs?, 787.240,570 and other exchange debtors of Kshs2, 667,212 less impairment

allor,vance and suspense account of Kshs135,448,830 and Kshs79,509,023, respectively,

relating to trade debtors for 201912020.

461. The balance of Kshs2, 574,949,929 as at 30 June, 2020 could not be confinned as detailed

listings of debtors did not suppoft the amount. Further, no detailed ageing analysis was

provided to support the above debtors' balances and impairment figures applied to the

revolving fund balance.

Submissions by the Accounting Officer
462. The Accounting Officer responded that a detailed loan ageing analysis was shared in soft

copy with the Committee and copied to the Auditor. The impairment was based on a 5%

provision on the debtors' balance.

Observations and Findings of the Committee
4(r3. 'l'he Conrrnittee observed tltat:

i. The Fund's trade debtors balance of Kshs2, 574,949,929 as at 30 June, 2020 was not

supported with detailed Iistings of debtors to support the amount;

ii. The Fund has since provided the detailed loan aging analysis for audit verification

to confirm the trade debtors' balances;

iii. The matter is resolved.

Recommendations of the Committee
464. 'l'hc Committee recommends that the Accounting Otficer ensures timely provision of

accounting tlocumentation required for audit verification as per the provision of
Section 3l of the Public Audit Act, 2015.

b. Other Exchange Debtors
465. Tlre receivables frorn exchange transactions balance of Kshs2,574,949,929 includes staff

irnprests of Kshs3,739,667 under exchange debtors, some dating back to August 2011. The

stafl'imprests inclr-rde Kshsl ,994,848 and Kshs292, 800 which were irregularly issued to the

former Chief Executive Officer and Board Chairman, respectively. The recovery of these

advauces is doubtful, and no provision for impairment has been made in the financial

statements.
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Submissions by the Accounting Oflicer
466. The matter was discr-rssed under qrery no. 12.3 in Fy 20lgllg.

Observations antl Fintlings of thc Committec
467 . The Comrnittee obscrved tliat:

i. The balarrce of receivables fronr exchange transactiorrs inclucles Kshs2.2g7.64g
relating to imprest issr.red to the late Catherine Narnuye and the late Bruce Oclhianrbo
who are both deceased; and

ii. The matter remains unresolved.

Recommendations of the Committee
461'The Committee recommends thnt the Accounting Officer should rvithin thrcc months

upon the adoption of this report, rvritcs-off thc losscs of K.shs2,2$7,64g (rclating t9
imprest issucd to the latc Cathcrinc Namuyc ancl the latc llrucc C)dhiambo) in
accordance rvith Scction 69 of thc PFM Act,20l2 ancl Rcgulation I48 of thc public
Finance Management (National Government) Rcgulations, 2015.

(9) Provision of Impairmcnt Allorvancc
462.As disclosed in Note l7 to the financial statements, the receivables from exchange transactions

balance of Kshs2,574,949.929 is net of an impairment allowance of Kshsl35.44g,g30 and an
unidentified and unsupported loan repayment of Kshs79,509.023. However, the impairnrent
allowance of the outstanding loan balance of Kshs2, 785,818,410 was not backecl by any rate
or policy.

Submissions by the Accounting Officer
463'The Accounting Officer responded that the matter was discussed underquery no.12.4 in Fy

20t8n9.

Observations and findings of the Committec
464.The Committee observed that:

i' The Fund availed the Board Finance Policy to the Auditor General or-rtside the timelines
stipulated under section 3l of the public Audit Act, 2015; and

ii. The matter is resolved.

Recommendations of the Committee
465'The Committee recommends that in subsequent financial ycars, thc Accounting Officcr

provides all documents to Au<Iitor General rvithin the timclines stipulatecl undcr scction
3l of the Public Audit Act,2015.

(10) Unsupportccl Loan Balanccs
466'The trade debtors balance of Kshs2, 574,949,929 as at 30 June,2020 includes an amount of

Kshs180, 184,855 owed by Chase Bank Limited, which was not supportecl by any
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documentary evidence. The amount originated from payments made by the bank and for which
the barrk lras not produced documents to support the withdrawals.

Submissions by the Accounting Officer
467.'l'hc Accounting Offrcer responded as follows:

i. 'l'he matter was cliscussed under query no. 12.4 in FY 2018/19.

ii. -l'hc 
matter was purely a fiaud, and a case was filed in court, leading to the accused being

sentenced to 27 years in prison.

iii. He furlher informed the committee that the Auditor General had advised the

management to consider writing off the matter.

Observations and findings of the Committee
468.The Committee observed that:

i. 'l'he anlount of Ksh l80, 363,789 had not been recovered;

ii. -fhe 
accused person in the fraud case was sentenced to27 years in prison;

iii. The civil case against Quorandum Limited was still active in court; and

iv. The Matter remained unresolved.

Recommendations of thc Committee
469.The Committee recommended that:

i. I'h Accounting Olficer should provide a status update to the Olfice of the Auditor
General on the pending civil case against Quorandum Limited in the subsequent

linancialyear;
ii. Within three months of the adoption of this report, the Accounting Officer provides

a status report to the Auditor-General on measures it has put in place to strengthen
its internal controls to minimize opportunities for fraud.

( I l) Unsupportcd Interest on Investment
470.As disclosed under Note 8 to the financial statements, the statement of financial performance

reflecls interest on bank balances amounting to Kshsl, 632,80L However, the supporting
scl-redule detailing the list of deposits and approval for such deposits were not availed for audit
verification. Further, the basis for the computation of the interest paid by the bank to the Fund
has not been provided for verification.

471.l-lence the accuracy and completeness of the reported revenue could not be confirmed. Under
tlre circumstances, the accuracy of interest on the bank balance amounting to Kshsl 632,801
for the year ended 30 June, 2020 could not be confirmed.

Submissions by the Accounting Officer
472.The Accounting Officer responded as follows:

i. The Fund does not invest any Funds in any financial institution;
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ii. The interest earued during tlie year rcprcscntecl intercst carnecl on the lranlt lralanccs:
calculated based on the bank interest rate applicable at the tinrel and

iii. Conseqtteutly, there was no agreernent in place so lar as the interest earnecl was
concerned.

Observations and findings of thc Committcc
473.The Committee observed that:

i. The Fund availed the supporting schedules to the Auclitor Gerreral outside the tinrelines
stipulated under section 3l of the Public Audit Act,2015:and

ii. The matter was resolved.

Recommendations of the Committee
474.The Committee recommends that thc Accounting Officcr cnsurcs that all supporting

documentation are providcd for nudit verification lvithin thc timclincs stipulatecl untlcr
section 3l of thc Public Audit Act.

(12) Long Outstanding Trade Pnyables
415.The statement of financial position reflects a balance of Kshs84, 314,687 under trade and orher

payables from exchange transactions, which includes payables to a contractor of
Kshs5,511,045 outstanding since 30 June,20l4 arrd Kshs4,650,750 outstanding since30.lune.
2015 all totaling to Kshs10,161,795.

476.No satisfactory explarration has been given for failure Lo setl.le the accounts payatrlcs in the
year the expenses were incurred or subsequent fiuancial years. Consequently, the existencc
and validity of the trade payables amount of Kshs10, l6l ,795 as at 30 Jr-rne.2020 could not
be ascertained.

Submissions by the Accounting Officer
477.The Accounting Officer sr-rbmitted that the rnatter was discussed under qLlery no. 14 in FY

2018t19.

Observations and Findings of the Committec
478.The Committee observed that:

i. The Fund has long outstanding payables of Ksh5,5ll,045 and Kshs4,650,750 since 30

June,2014 and 30 June,20l5 respectively;
ii. The matter remained unresolved.

Ilecommendations of the Committee
479.The Committee rccommcnds that thc Accounting Ofliccr cnsurcs that the Fund vcrilics

and settles its outstanding payables within three months upon the adoption of this re port,
in compliance with the Public Finance Management Act, 2012, and Public Procurement
and Asset Disposal Act,20l5.
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(13) Revaluation of Inventories
480.Note l9 to the financial statements reflects a balance of Kshsl72, 330,000 in respect of

inveutories as at 30 June, 2020. The balance relates to automatic hatching machines that were
procttred in the financial year20l2l20l3. The inventory continues to be carried inthe books
ol'accounts at cost, which is non-compliant with IPSAS 12, requiring the reported figure to
be lower than cost and net receivable value.

48l.The realizable value of the hatching machine has been provided below cost at Kshs60, 000
per unit instead of Kshsl90, 000 is the current carrying value. Under the circumstances, the
accuracy of the inventory balance of Kshsl72, 330,000 as reflected in the financial statements,

could not be confirmed.

Submissions by thc Accounting Olficer
.ltl2.'i-lrc Accounting Officer submitted that the matter was discussed under query no. l5 in FY

20t8lt9

Observations and Findings of the Committee
483.The Cornmittee observed that:

i. 'Ihe auttomatic hatching machines procured in the financialyear 2012/2013 continued
to be carried at cost in the books of accounts in violation of IPSAS 12, which requires
that the valuation be the lower of cost and net receivable value;

ii. The Fund did not make provision for impairment against the balance of Kshsl72,
330,000 in the financial statements;

iii. The incubators have since been moved to a rent-free space at the National Youth
Service, Ruaraka at no storage cost; and

iv. The matter is unresolved.

Ilccommendations of thc Committee
484.'l'hc Committee recommcnds that the Accounting Officer ensures that all applicable

accounting and financial controls, systems, standards, laws, and procedures are followed
in the preparation of the financial statements and in accordance with the standards
prescribed by the Public Sector Accounting Standards Board and in compliance with
Regulation 101(4) of the Public Finance Management (National Government)
Regulations,20l5.

Other Matters
(14) Unresolved Prior Year Issues

485.In the previous year's audit report, several issues were raised under the report on financial
statements. However, although the management indicated that the issues had been responded
to, the matters remain unresolved as the Public Accounts Committee Report was not submitted
for ar.rdit review.
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Submissions by the Accounting Officcr
486.The Accounting Officer submitted that they vvere not invited to appeal befbre the conrmil.tcc

to discuss and resolve issues.

Observations and Findings of thc Committcc
487.The Cornmittee observed that prior-year audit issues reurained unresolved as at 30 .h-ure 2020

against the requirement of Section 68(2XI) of the Public Finarrce Managernent Act. 2012.

Recommendations of the Committee
488.The Committee recommends that the Accounting Officcr rcsolvcs all autlit issucs that

remain outstanding as rcquircd by Section 68(2XI) of the Public Finance Management
Act,2012 and Section 53(t) of thc Public Audit Act,2015 rvithin three months upon the
adoption of this report and submit a status report to the Auditor-General for verification
and reporting in the ncxt audit cycle.

REPORT ON LAWFULNESS AND EFFECTIVENIISS IN 'I'HII, TISE OF- I'III}I,IC
RESOURCES

(15) Non-Compliance rvith the Public Procurement and Assct Disposal Act, 2015

a. Procuremcnt of Legal Serviccs
489.During the year under review, the Fund paid an arnount of Kshs6, 737,000 for legal services

being fifty percent (50%) of the contract sum in respect of fiting suit to rcco\/cr'

Kshs180,000,000 paid to a consultant. However, the fund r:sed the request fbr cluotations cvcrl

thoughthe contract surn was above tl,e threshold ol'Kslrs1,000.000 lbr using the rncthocl. irr

Iine with Section 105(1) of the Public Procureurent and Assets Disposal Act.20l5.
490.1n addition, the award was not supported by a professional opinion from the l{ead ol

Procurement and was approved by the Accounting Oillcer as required under section 84 of the

Public Procurement and Asset Disposal Act, 201 5.

Submissions by the Accounting Officer
491.The Accounting Officer responded as follows:

i. During the year under review, the Fund prequalified legal sen,ices and out of'tlrc list.
invited bidders to quote for the said services;

ii. According to the ruling in civil surit NO. 499 OF 2010. Thiorrg'o N.jiri and 8 l othcrs vs

The Municipal council of Kiambu and county council of Kiambu, legal services need not
to undergo procurement process; and

iii. The Professional opinion was attached for r.eview.

Observations and Findings of thc Committcc
492.The Committee observed that:

i. The Fund invited bidders from a list of pre-qualified legal service providers
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ii. According to civil suit no. 499 of 2010 Thiong'o and 8l others vs Municipal Council of
Kiar,rbr"r Iegal services needed not to undergo procurement process;

iii. Approved prequalified list of service providers showing selection was done fromthe list

was not provided for audit verification; and

iv. The matter was resolved.

Recommendations of the Committee
493.The Committee recommends that:

i. The Accounting Officer provides the approved list of pre-qualified service providers

to thc Auditor-General fbr verification zrnd reporting to National Assembly within
thrcc months upon the adoption of this report; and

ii. 'l'hc Accounting Olliccr ensures that all applicable accounting and financial policies,

controls, larvs, ancl procedures are lbllowed in the procurement of goods andservices

in comptiance with the provisions of the Public Procurement and Asset Disposal Act,

2015 and its Regulations.

b. General Bxpenses

494.As disclosed under Note 15 to the financial statements, the statement of financial performance

reflects a balance of Kshs84,758,294 under general expenses, constituting an amount of
Kshs7,374,500 relating to legal fees, which includes two payments to legal service providers

totalling Kshs5,l79,2O0. Examination of these payments revealed the following anomalies:

i. The quotation forms for the provision of the services were opened by an Ad hoc

Committee of three (3) members on a date not indicated in the opening minutes. The

legality of the constitntion of the Tender Opening Committee could not be verified as

no appointment letters from the Chief Executive Officer were availed for audit

verification to slrppofl compliance with Section 78(l) of the Public Procurement and

Asset Disposal Act, 201 5;

ii. The quotation forms were opened by a three (3) member committee on a date not

indicated in the opening minutes and whose membership could not be verified as there

was no appointment letter;

iii. The approval of the professional opinion was granted on 28 June, 2018, the same day

the contract was signed. The service provider issued an invoice, and the Management

certified the invoices for payn'rent on the same date the contract was signed. The

payment was made before the services were rendered; and

iv. No documentation was available for audit verification supporting the Adhoc Tender

Evah.ration Committee that the Chief Executive Officer purportedly appointed to

conduct the evaluation. No explanation had beer-r provided for non-compliance with

the law on procurement.

Submissions by thc Accounting Ollicer
495.'l-hc rrrertter was discussed under query no. 16 in FY 2018/19 and in FY 2021/22.
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Obscrvations and Fintlings of thc Committcc
496.The Committee observecl that:

ll

The Accottnting Officer fioutecl public procllrcnlent proccdures in procuring Ibr lcgal
service providers- tlte quotation fbrrns were openecl on a date not indicated in the
opening mintttes; appointmetrt letters of the Opening Comrnittee could not be verified;
Quotation forms were opened on a date that was not inclicated in the opening minutes

and whose membership could not be verifiecl as there were lto appointme1t letters;
The payment was made before the services were rendereci,

The matter remained unresolved.

lll.

iv.

Recommendations of the Committee
497'The Committee recommencls that thc Accounting Officcr cnsurcs that all applicablc

accounting and financial policies, controls, laws, antl proceclures are follorvccl in thc
procurement of goods and scrviccs in compliancc rvith thc provisions of the public
Procurement and Assct Disposal Act,20l5 and its Rcgulations.

c. Intangiblc Assets
498 The statement of financial position reflects a figule o1'Kshs21,063.085 relating to inrangiblc

assets' The figure includes a netbook balance figure of Kshs10,992.000 in relarion ro an
enterprise resource planning soft"vare procured at a contract surn of Kshs85.6lg.600 in the
financial yeat 2016/2017. A down payment of Kshs54, 960,000 had been made. However. rhe
following anomalies were observed in relation to the contract:
i The Enterprise Resottrce Plarrning (ERP) software was procLrr.ed through rcstrictccl

tendering method withourt justification as requirecl uncler Section 102(l) of tlrc pgblic
Procurement and Assets Disposal Act.20l5;

ii' The contract provided for an implementation periocl oltr.velve ( 12) rnonths. hglr.cycr. as
at the time of the audit, only one (l) out of the thirty-three (33) nroclulcs lras bccrr
implemented;

iii' Despite the project delaying for over three (3) years, no evidence was provided for audit
verification to show tliat an extension was granted or Management prepared a multi-year
procurement plan as required under Section 56(a) of the Public Finance Management.
(National Government) Regulations, 20 I 5;

iv' The contract was signed without professional opinion from t6e I-lead ol'procurenrcnr. Urrit
to the Accoturting Officer as required uncler Section 84(l) of the Public procurcrncrrt ancj
Assets Disposal Act, 2015; and

v' No evidence lias been provided for audit verification to confirm that the Accountiug
Officer notified in writing the unsuccessfurl bidders as required under Section g7(3) of
the Public Procurernent and Assets Disposal Act. 2015. In the circunrstances.
Management is in breach of the law.

Submission by the Accounting Officer
499.The Accounting subrnitted that:

1,25



\

The Fund procured the systerr through the restricted tendering methods since it is one

of the rnethods of procurement as prescribed in the public procurement and disposal act

as all the bidders were accredited by Microsoft Africa as the project was complex in

nature. Tl-re procurenlent method was approved for use by the Board (See attached board

minutes). Procurement process was dully followed, as it was a restricted tender from the

requisition stage, tender adveft, and tender evaluation, tender notification, tender award,

contract signing. The participating bidders were provided by Microsoft, who provided

all the product accredited dealers in Kenya at the time; and
'l'hc contract period was three years with a provision for post irnplementation support

and rnaintenance. Further'. the service provider has since con-rpleted the development of
the EI{P systenr rnodules that are currently in live usage.

Observations and Findings of the Committee
500.The Comrnittee observed that:

i. The Fund procured the ERP system through restricted tendering methods as all the

bidders were accredited by Microsoft Africa as the project was complex in nature. The

procurement rnethod was approved for use by the Board;

ii. The contract period was three years with a provision for post-implementation support

and maintenance. The service provider has since completed the development of the ERP

systenl modules and is currently in usage;

iii. No evidence was provided for audit verification to show that an extension was granted;

iv. 'l'he Fund did not provide for audit verification a professional opinion from the Head of
Procurement unit and notification letters to the unsuccessful bidders.

v. The matter remains unresolved.

Recommendations of the Committee
50l.The Committee recommends that the Accounting Officer ensures that all applicable

accounting and financial controls, systems, standards, laws, and procedures are followed

in the procurement of goods and services in compliance with Public Procurement and

Asset Disposal Act,2015 and its Regulations.

I{EPOI{T ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE.

(16) Grounded Motor Vehicles and Motorcycles
502.A review of the Fund's asset management process shows that eight (8) out of eighteen (18)

lurotor vehicles and one hundred and five (105) out of two hundred and ten (210) motorcycles

were grounded due to various mechanical reasons. Although the Management made efforts

and wrote to the Head of Public Service requesting approval for disposal through letter Ref;
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YEDFICEO 183812018 dated 6tl' March 20 I 8. no response hacl been receivecl at the tinrc o l. t5c
audit. As a result, the assets contil'luecl to cleteriolate. ancl any salvage value that coulcl lravc
been realized rnay be lost.

Submissions by thc Accounting Officcr
503,The Accounting Officer submitted as follows:

i. The management continued to engage with the Head of the Public Service office
seeking authorization to dispose of assets in vain.

ii. Management attached correspondences with the Head of Public Service.
iii. The Fund serviced 35 rnotorbikes and they were intending to service 15 more

motorbikes in the ttext financial year to cover all the counties.

Obscrvations and Findings of thc Committcc
504.The committee observed that:

i- The Fund had eight (8) nrotor vehicles ancl one hundred ancl five (105) motorcycles
were grounded dure to various niechanical defects;

ii. The assets contintte to deteriorate ancl any salvagc rraluc that uray be rcerlizccl tr.onr salc
may be lost;and

iii. The matter rernains uuresolvecl.

Recommendations of the Committee
505.The Committee recommends that:

i. The Accounting Officer should seek the approval of the Cabinct as per the circular
REF OP/CAB.39/ lA to dispose the grounclcd vehicles within three months upon thc
adoption of this report.

ii. The Accounting Officer shoukl ensurc compliance rvith thc provisions of thc puhlic
Procurement and Assct Disposal Act,20l5 ancl its llcgulation.s in thc cli.spgsal 6l'thc
grounded vehicles.

9.I.3 REPORT ON THE AUDITED FINANCIAL STATEMENTS FOR THE YOUTH
ENTERPRISB DEVELOPMENT FUND FOR THE FINANCIAL YEAR 2O2OI2O2I
Basis for Qualified Opinion

l. Unexplained Revolving Funcl Variance
506.The statement of financial position reflects a revolving fgnd balance Ksh 4, 167.7gg.85(r. ancl

as disclosed in Note 25 to the financial statenlents, the balance represents loan rcceivables
fi'om clients and cash and bank balances held in the entity's loan accounts. Flowever. Note l6
reflects trade debtors (loan outstancling) totaling Ksh3;142, 195,610 and barrk balance of
Ksh3l, 039,009, included in the barrk balance of Ksh33, 338.866 as reflectecl irr Note l5 all
totaling to Ksh3,173,097.291 resulting to a variance of Ksh 994,701.566 Managernenr
explained that the variance was due to development funds totaling to Ksh 1,083.92(r.194 t6at
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Item Amount (Ksh)

Purchase of Hatcheries 199,500,000

Purchase of capital Assets 547,523,824

An:ount l{eceivable from Chase Bank I 80,184,856

Programs support Expenses 156,717,514

Total 1,083,926,194

were used to purchase assets, hatcheries, deposit at chase bank and program support expenses

that were wrongly posted to revolving ftind accounts as follows:

507.Further the variance of Ksh89, 224,628 between Ksh994, 701,566 and Kshl, 083,926.194 was

not explained and reconciled. In the circumstances, the accuracy and completeness of the

revolving fund balance of Kshs4, 167 .798,856 as at 30 June,202l could not be confirmed.

Submissions by the Accounting Olficer
508.The Executive Officer responded that the budgets were prepared and submitted to the Board

and National Treasury tbr approval. He also stated that the development budget contains two

components: loan disbr,rrsement and capital expenditure funded by grants from the

Government. The amount in question was spent based on approved budget as follows:

Ptrrchase o./' hatching ntachines

(lleing carried as inventories.for onJending) 199,500,000

Pu'chase of Capital Assets 568,404,576

Pro gramme Support Expenses 226, 796,990

509.The adjusting figures for the entries were made in FY 2021-22

Obscrvations and F'indings of thc Committee
5 10.'t'he Committee observed that:

i. l'he Accounting Officer did not provide supporting documents on journal entries, approval

of the journals, and revised ledgers for audit verification to explain the variance of Ksh89,

224,628; and

ii. The matter remains unresolved.

Rccommendations of the Committee
5l LThe Cornmittee recommends that:
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i. Thc Accounting Otficcr provitlcs supporting clocuments on journal entrics,
approval of thc journals, and rcviscd lcdgers to thc Aurtitor Gcncral for audit
vcrification rvithin thrcc months upon thc atloption of this reportl and

ii. Thc Accounting Olficcr tal<es appropriatc me2lsurcs to rcsolvc thc outstanding
audit issuc as rcquired by Scction 68(2XI) of thc lrublic Financc Manugemcnr
Act,,2012 and Section 53(t) of the public Auclit Act, 2015.

2. Unconfirmcd Receivables from Exchange Transactions
512.As disclosed in Note l6 to the financial statements, the statement of financial position reflects

receivables from exchange transactions balance of Kshs2,8g9,796,BS8. The balance includes
an amount of Kshs2,503,233 in respect of other exchange debtors, some dating back to the
year 2011, which includes imprests of Kshs1,994,848 ancl Kshs202,000 both totalling to
Kshs2,196,848 issr-red irregularly to the former Chief Ilxecutive Ollicer ancj rhe lloar.cl
Chairman respectively. However. tlte recovery ol'thesc imprests is clouhtlirl and 1o plryisiop
for impairment has been rnade in the financial staLenrents.

5l3.Further, included in tl-re receivables from exchange transactiorrs balance of Kshs2.899.796.85g
is an amottrrt of Kshs92,28l ,098 described as loans repaicl urriclerrtified. Ilowever. .supportine
documents indicating the date, transaction number and amount receivecl were not proviclecl lbr
audit review.Irr addition, the receivables balance of Kshs2.899,796,858 irrcludes an tu.rrount ot'
Kshs180.184,865 owed by Chase Bank Lirnitecl tliat was uot sr,rpported by any clocunrcntzrr.r,
evidence. The amount origiriated from payments made by tlie bapk arrcl for whiclr the ba6l< clicl
not produce documents to support the withdrawals.

5l4.Additionally, no ageing zuralysis to dctermine the period the receivables have been olltstanding
was provided. In the circumstances. the valuation and completeness of tlie receivables fi.om
exchange transactions balance of Kshs2,899,555,324 as at 30 .lune, 2021 coulcl not be
confirmed.

Submission by the Accounting Ofticcr
5l5.The Accounting Officer responded that:

i. The Fund continued to pursue recovery of these amounts;
ii. The imprest to the late Catherine Namuye was recovered from her terminal dues in

the FY 2020/2021. However, the Courrt ruting could not allow the decluction and the
amount initially deducted was paid to the administrator of her estate:

iii. He requested tl-re Cornrnittee to recommend a write off the two inlprests:

iv' The make-up of the Kes 92,281,098 has since been prepared ancl submirted to the
auditors for review;

v. The Kshs180, 184,165 represents a fraudulent withdrawal/payment of the fixed
deposit amount which was being held at Chase Bank Ltcl. A civil matter is curreltly
before the court in a bid to recover the sarne;
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vi. 'l'he crintinal aspect of the court case was determined in favor of the Fund with the
accused proven guilty; and

vii. The aged debtors' listing has since been prepared and submitted to the auditors for
review.

Obscrvations and Findings of the Committee
5 l(r.'l-he cornmittee observed that:

i. 'fhe balance of receivables from exchange transactions includes Kshs2,196,848
relating to imprest issued to the late Catherine Namuye and the late Bruce Odhiambo
who are both deceased;

ii. The Kshsl80, 184,165 represents a fraudulent withdrawal/payment of the fixed
deposit amount which was held at Chase Bank Ltd;

iii. A civil matter is currently before the court in a bid to recovery the same;
ir,. Criniinal aspeot of the court case was determined in favor of the fund with the accused

proven guilty;
v. l'he lrund did not provide for audit review a comprehensive loan listing and aging

arralysis supporting the outstanding loans; and

vi. The matter remains unresolved.

Recommendations of the Committee
5 I 7.The Cornmittee recommends that:

i. The Accounting Officer rvrites-off the losses of Kshs2,196,848 (relating to
imprest issued to the late Catherine Namuye and the late Bruce Odhiambo) in
accordance with Section 69 of the PFM Act,2012 and Regulation 148 of the
Public Finance Management (National Government) Regulations, 2015 within
three months upon the adoption of this report; and

ii. The accounting officer should cnsure that the Fund keeps the required financial
and accounting records in compliance with the provisions of the Public Finance
Managcment Act, 2012 section 68(2)(b) and (c) and Regulation 100 of the Public
l-inancc Managem cnt (National Government) Regulations, 2015.

iii. 'l'hc Accounting Officcr takcs appropriate measures to resolve the outstanding
audit issues as required by Section 68(2XI) of the Public Finance Management
Act,2012 and Section 53(1) of the public Audit Act, 2015.

3. Doubtful Recovery of Receivables from Non-Exchange Transactions
5l8.The statement of financial position and Note 17 to the financial statements reflects a balance

of Kshs 1,620,594 in respect of receivables from non-exchange transactions, out of which an
atnottnt of Ksh 95l , 593 relates to rental deposits of a premise that the Fund vacatedin2OlT ,

btrt tl're recovery is yet to be made. Management did not provide an explanation for not
lecovering the deposit.
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519.Further, no provision for bad and doubtfr-rl debts rvas made in the firrancial statements. In the
circumstances, the accuracy and recoverability of the rentaldeposits balance of Kshs951,593
as at 30 June,2021 cor.rld not been confirmed.

Submissions by the Accounting Officcr
520.The Accounting Officer submitted as tabulated bclow:
a) Running Contracts rvhosc dcposits cannot bc liquidatecl

Rernarks

b) Lapsed leases rvhose amounts the Fund is pursuing rccovery

Deposit

Llolder
Location Deposit Reurarks

I Holden
Investments

Limited

Kakamega 126.382 Amounts partially recovered and the

issue will be closed FY 2022/2023

Amounts partially recovcrcd arrcl thc

issr,re will be closed FY 202212023

2 Nairobi
Homes

Mombasa

Mombasa 189.680

3 Pioneer

Floldings
Kisumu 60,000 Recovery still being pursued, and

the issue will be closed FY
2022/2023

4 Centrif ltd Nakuru 239,300 The Fund continues to pursue the

refund and it is expected to be

cleared in this financial year.

5 Kirem
properties

Eldoret 139,200 'fhe Fr-urd contiuues to pursuc thc

refund arrd it is expected to be

cleared this financial vear.

6 Nyeri Nyeri 7,031.60 The Fund continues to pursue the

refund and it is expected ro be

cleared this finarrcial ycar.

521 .The Accounting Officer firrther stated that frorn the above analysis, total deposit as at rlie end
of the financial year was Kshs95l,593 out of which Kshsl90,000 was a ruming contract and

Deposit

Holder
Location Deposit

Prof. Mutuku
Mutinga

Machakos 190,000 The Contract was renewed, and tlie
deposit is still required.

Total 190,000
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the lund is purrsing the balance of KshsT6l ,593.60 He added that the documents indicating the

efforts being made to recover the outstanding deposits were provided for verification.

Observations and Findings of the Committee
522.The Committee observed that:

i. The balance of receivables from non-exchange transactions includes

Kshs761,593.60 relating to rental deposits whose leases lapsed but have not been

recovered; and

ii. The matter remains unresolved.

Ilecommendations of the Committee
523.'l'hc Committee recommends that:

i. 'l'hc Accounting Ofllccr should ensure full recovery of the outstanding deposits

of Kshs761,593.60 rvithin three months upon the adoption of this report
ii. 'l'he Accounting Ol'licer ensures that, all contracts entered into by the Fund are

larvful and are complied with in accordance with Section 68(2)(d) of the Public
Finance Management Act 2012.

4. Unsupported interest from Direct Loan Funding
524. flre statement of financial pelfonnance reflects interest and fees of Ksh65, 625,928 as

disclosed in Note 7 to the financial statements. The amount includes Kshs38, 270,063 rn
respect of interest from direct funding. However, the schedule provided for the audit did not
reflect the interest rates used and how the balance covering two accounting periods were
prorated to ascertain amount reflected in the financial statements.

525.This is contrary to explanatory Note 4(ii) to the financial statements on summary of significant
accor.urting policies regarding reverlue recognition which provides that interest and

lu.lanageu'lent lise ou loans is recognized when it falls due using sirnple interest rates determined
at thc tirne the loan is disbursed and prorated when it relates to more than one accounting
period. In the circumstances, the completeness and accuracy of interest from direct funding
loans of Kshs38, 270,063 for the year ended 30tl'June 2021 could not be confirmed.

Submissions by the Accounting Officer
526.The Accounting Officer responded that the computation of interest and fees was provided to

tl,e auditors for verification.

Obscrvations and Findings of the Committee
527.The committee observed that:

i. Tlte Furnd has since availed a computation of the interest and fees based on applicable

rates for audit verification; and

ii. The matter was resolved.
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Recommendations of thc Committec
528'The Committcc rccommenrls that the accounting officer ensurcs that all npplicablc

accounting and financial controls, systcms, stanclartls, lalvs, and proccdurcs trc follorvcd
in the prcparittion of thc financial st:rtcmcnts and in accordancc rvith thc standards
prescribed by the Public Sector Accounting Standarcls Board and in compliancc n,ith
Regulation 101(4) of thc Public Financc Managemcnt (National Governmcnt)
Regulations, 2015.

5. Going Concern of the Fund.
529.During the year under review, the Funcl continued to register disrnal performance r,vhere the

statement of financial performarrce reflects a deficit of Kshl l, 62s,570 (aOZO - deflcit ol
Ksh42, 663,882) a situation that has prevailed over the past Six years. This erocied the capital
irrvested in the revolvirrg Fund and impaired the ability of the Fund to clischarge its nrandate
and casts significant doubt on tlre ability to sustain its services in the foreseeable lr.rturc.

Submissions by the Accounting Olficcr
530.The Accounting Officer stated tl-rat the clcflcit was currer"rtly on the clcclinc r,vitlr tlrc lirnci

postingadeficitofKes 11,625,570 financial year2O20l2l (20l9120deficit42,663,Bgl). I-te
noted that if the trend is sustained, the Fund wor.rld return a surplus in the inrcrveniug years.
Consequcntly, the ability of the Fund to discharge its mandate in the foreseeable futurc r,r,as

assured.

Observations and Findings of thc Committcc
53l.The committee observed that:

i. The Fund recordcd dismal performance with the staternent of financial performance
reflecting a deficit of Kshl l, 625,570 which erodecl the capital invested in the
revolving Fund;

ii. The matter remains unresolved.

Recommendations of the Committce
532.The Committee recommends that:

i. The Accounting Officcr puts in place appropriate recovery stratcgies, institutionnl
policies and proccdures, and good busincss przrcticcs to ensurc improvetl linancial
performance within thrce months after thc adoption of the rcport.

ii. Within three months after the adoption of thc rcport, thc Accounting C)lficcr subrnits
to the and the Nation:rl Assembly:r report on thc actions takcn to cnsuri.irnpror.ctl
financial performancc; and

iii. The Cabinet Secretary, National Treasury assesscs whethcr thcrc is nccd lbr
intervention in the Fund in accordancc rvith the provisions of Article Z2S of the
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Constitution and Section 93 of the PFM Act rvithin three months after the adoption

ofthe report.

6. Unbalnnced budget
531.l'he statement of comparison of br.rdget and actual amount reflects Ksh366,660. 833 and

Ksh365, 460,833 in respect to budgeted revenue and expenditure respectively resulting to

unbalanced budget by Ksh1,200,000, contrary to Regulation 33(c) of the Public Finance

Management (National Government) Regulations, 2015 which states that budget shall be

balanced, ln the circumstances, the Fund was in breach of the law.

Submissions by the Accounting Officer
532.1'he Accounting officer sr.rbmitted that the Budget for FY 202012021 indicated that the total

l'e\/euLle was equal to tlie total expenditure as tabulated:

Development revenue 580,000,000

Recurrent revenue 366.660.833

Total revenue 946,660,833

Development Expenditure 581,200,000

Recurrent Expenditure 365.460.833

-l'otal Expenditure 946,660,833

533.The Ksh 1,200,000 which appears as a surplus refers to recurrent revenues proposed to fund

the eapital expenditures since the capital grants are now used for lending only.

Obse rvntions and Findings of the Committee
534.'l'hc Committee observed that the total budgeted revenue was equal to the total expenditure

and therefore the matter is resolved.

(6) Long Outstanding Payables

535.The statement of financial position reflects a balance of Kshs79, 251,763 in respect to trade

and other payables and as disclosed in Note 22 to tbe financial statements. Included in the

balance is an amount of Kshl0, 161,795 out of which Ksh5,5l l,045 and Kshs4,650,750 has

been outstanding since 30 June,2014 and 30 June,2015 respectively. No satisfactory

explanation was given for the failure to settle the long outstanding accounts payables.

Submissions by the Accounting Oflicer
536.He responded tl.rat a reconciliation had not been carried out. Subsequently, suppliers whose

anlolrnts were verified were paid in FY 2021122.

Observations and Findings of the Committee
537.'l'he Cornrnittee observed that:
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i' The Furid has long outstanding payabtes ot'Ksh5.511.045 ancl l(slrs4. (r-50.7-s0 sincc j0
Junc, 2014 and 30 June, 201 5 respectively; and

ii. The matter is unresolved.

Recommendations of the Committec
538.The Committee recommends that the Accounting Officer cnsures that thc Funcl scttlcs

its payables within a rcasonable time in compliance lvith thc public Financc
Management Act, 2012, ancl Public Procurement ancl Asset Dispos:rl Act, 2015.

(7) Incomplete Fixed Assets Rcgister
539.Thestatementof firrancial position and Note 19 to the financiaI staterner]l.s reflects a bala,cc

of Ksh30, 035,823 in respect to property plant and equipment. Review of tlie flxecl assets
register provided revealed that critical inforniation such as location of the assets. asset numbcr
and serial numbers was not indicated in tlie register.

540'Ftrrther, physical verificatiorr of the assets revealed that the asseis rvere uot taggecl lbr casc 6l'
identification and ntovernent. Contrarl, to ftegulatiol l39(l) (2) ol'thc l)uflic l;irrapcc
Managemeut (National Govertrtlent) Regulations, 2015 rvhich stipr.rlates that an r\ccoupti69
Offrcer of a national government entity shall take full resporrsibility and ensure that proper
control systems exist for assets and that preventative rnechanisms are in place to elimiuate
theft, security threats, losses, wastage, and misuse. In the circumstances, the Fund is in breacli
of the law.

Submissions by the Accounting Officcr
541.The Accounting Officer stated that:

i. The Fund revaluated its assets in F Y 202 I12022 anci a fixccl assct registcr rvas r.csular.lr
updated.

ii. A copy of the fixed assets register was provicled to the auclitors lbr review.

Observations and Findings of the Committee
542.The Committee observed that:

i. The Fund did not maintain a complete asset register as per the requirements ol'
Regulation 143 of the PLrblic Finance Management (National Goverrrment)
Regulations;

ii. The fixed assets register provided clid not give details on locatiorr, asset nunrbcr. scrial
numbers (if any), and other relevant infbrmation; ancl

iii. The matter remains unresolved.

Rccommendations of the Committcc
543.The Committce rccommends that thc Accounting Officcr cnsurcs that thc F'unrl

maintains a complcte assct register as pcr the rcquircmcnts of Rcgulation l.l3 6l'thc
Public Finance Management (National Government) Ilcgulttions rvithin thrcc nronths
of the adoption of this report.
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(8) Grounded Motor Vehicles and Motorcycles
544.Review of the assets register revealecl that eighteen (18) motor vehicles and two hundred and

ten (210) motorcycles were grounded due to various mechanical defects' Although the

Malagernent wrote to the Flead of Public Service requesting approval for disposal on 6tl'

March 201 8 and a reminder on 9tl' March, 2021, no response had been received as at the time

of the audit. As a result, the assets continue to deteriorate and any salvage value that could

have been realized from sale rnay be lost.

Submissions by the Accounting Officer
545.-l-hc Accour.rting Offlcer stated tliat the management continued to engage with the office of the

I-leacl o1' Public services seeking authorization to dispose of the assets. He added that

correspondences with the office oi the Head of Public service were provided for verification'

Observations and Findings of the Committee
546.The Committee observed that:

i. The Fund had eighteen (18) motor vehicles and two hundred and ten (210)

motorcycles were grounded due to various mechanical defects;

ii. The assets continue to deteriorate and any salvage value that may be realized from

sale may be lost;

iii. lhe tnatter remains unresolved.

Rccommendations of the Committec
547.The Comnrittee resontmends that:

i. The Accounting Officer seeks the approval of the Cabinet as per the circular

REF OP/CAB.39/ 1A to dispose the grounded vehicles and motorcycles within

three months upon the adoption of this report'
ii. The Accounting Officer to ensure compliance with the provisions of the Public

Procurement and Asset Disposal Act,20l5 and its regulations in the disposal of

the grounded vehicles.
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I(). CONSIERATION OF TI{E Ii.EPOIIT OF TI.IB ATJDITOR GIINBITAL ON TIIT'
FINANCIAL STATBMENTS FOR UWEZO I.'UNI)
548'Mr' Peter Lengapiatti, tlie Chiel' Executivc ol'llccr. [.Jrvczt-r lrurrd. a1;pciirecl 6clirrc t6c

Committee on 7tl' March, 2023 to adduce eviclence on auclitecl l'inaucial statcnrcr.lts lirr thc
Uwezo Fund for the finarrcial year 201 8l2ol9. 2olg/2020. and 20201202 I . The minutes ol.thc
Committee sittings and sr-rbmissions tabled by the Accounting oftrcer are annexecl to this
report. FIe was accornpanied by;

l. Ms. Annie Flaji _ Head of Operations
2.Mr. John M Makai - I{ead of Finance
3. Mr. Samr,rel Okeyo - Accountant
4. Ms. Jenifer Mureithi _ Accountant
5. Mr. Cad Etyang _ Accountarrt

10.0 Brief Backgrountl anrl Introduction of Urvczo Fund
549'The Fund was established vide a legal notice no.21 of the Pr.rblic Fipa,ce Managenre,r Act,

2012 in Septenlber 2013. The trtain ntatrclate of the Irund is to pr.oviclc allbrclahrlc l6a1s t.
wonlen, youth and persons living ',vith clisabilitl'. 'l'hc Iruncl also ;lrovicles rlcrrtprslrip
opportr'urities to enable the beneficiaries to tal<e advantage of the 30%o gcrvcr.rlmelt
procurement preference tliror.rgh its capacity Burilding progranrrne.

55O'The fund is an avenue for incr-rbating enteryrises, catalyzing innovation, promoting industry,
creating employment' and growing the economy. The Uwezo Fund oversight Boarci manages
the Fund. Constituency Uwezo Fund Management Comrnittecs to manale the Fuld at the
Constituency level.

IO.1.I REPORT ON THE AUDITED F'INANCIAL STATEMENTS FOIT UWEZO I,TJNI)
FOR THE FINANCIAL YEAIT 2018/2019
Basis for Disclaimer of Opinion

(1) Presentation and inaccuracy of the Financial statements
551'The statement of comparison of budget and actual amounts did not reflect the budget and

actual amounts for revenue as required by the reporting format prescribed by the public Sector
Accounting Standards Board (PSASB) and The National Treasury. In addiiion, r6e srarernenr
reflected total expenses arnourlting to Kshs 243,5 84.574. while the staternent of li,ancial
performance reflected total expenditure of Kshs 240,605,1 I 3. The variance oI Kshs 2.g7g.4()l
was not explained or reconciled.

552'Under the circumstances, it was not possible to confirm the completeness aud accllracy of the
financial statements for the year ended 30 June 2019.
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Submissions by thc Accounting Olticer
553.'l'he r\ccouutiug Officer submitted thatl

i. The Fr"rnd presented a statenlent of cornparison of budget and actual amounts for the

periocl under review using the format prescribed by the public sector accounting

standards board (PSASB) and the NationalTreasury. However, the Fund inadvertently

prepared the financial statements for the financial year 201812019 using the previous

year's ternPlate,

ii. .fhe 
lrr-urd had since adopted the format prescribed by the public sector accounting

standards board (PSASB)

iii. The variance of Kshs 4,542,461 between the staternent of comparison of budget &

actual amounts and t[e statement of financial performance was due to the provision of

depreciation, purchase ofassets, the current grants and transfers; and

iv. The variance was reconciled, and the reconciliation provided with auditors for

confirmation.

Observntions and findings of the Committee

5 54.'l'he Committee observed that:

i. 'fhe Accountilg Offrcer did not prepare the financial statements using the prescribed

ibrmat by the public sector accounting standards board (PSASB) as provided in Section

101(4) of the Public Finance Management (National Government) Regulations,20l5;

ii. There was an unexplained variance of Kshs 4,542,461 between the statements of

comparisol of budget and actual amounts and financial performance contrary with the

provisions of International Public Sector Accounting Standards (IPSAS l(27));

iii. 'the Fund has since adopted the prescribed format prescribed by the public sector

accounting standards board (PSASB);

iv. The variance between the statement of comparison of budget and actual amounts and the

statement of filapcial performance has since been reconciled and provided to the Office

of the Auditor General for verification; and

v. The matter was resolved.

l{ccommendations of the Committee
555.'l'hc Committec recommended that the accounting oflicer ensures that all applicable

accounting and financial controls, systems, standards, larvs, and procedures are followed

in the preparati<ln of the linancial statements in compliance with Public Finance

Management Act, 2012 and in accordance with the standards prescribed by the Public

Sector Accounting Stanclards Board as per Regulation 101(4) of the Public Finance

Management (National Government) Regulations, 2015-

(2.)Unsupportcd Constituencies Administration Costs

556.The statement of financial performance and Note 16 to the financial statements reflected an

amournt of Kshs I 1 5,568,891 as the constituencies' administration costs, but the same was not
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stlpported by relevant expenditttre returns. Unclcr the circumstances. the accuracy of the
constituencies administration costs of l(shs 115,5(18,891 coulcl not be confrrnrecl.

Submission by the Accounting Ofticer
557.The Accounting Officer sr.rbmitted that:

i' The delay in sr'rbmitting expenditure rctLlnls fi'orn the constitucncy levcls w,ars cluc
to the manual operatiorl system used by the Irund;

ii' The Fund relied on seconded staff tiorn other departments to implement its
programs at the constituency level;

iii. The Fund collated expenditure returns from l35 constituencies in support of
account for administration costs of Kshs 65,262,645, represerrting 56% oI the
administration costs from the corrstitueucies and subnlitted the sarme to tlre Auclitor
for confirmation.

Observations and findings of the Committec
558.The Committee observed that:

i. The Accounting Oltcer lailed to proviclc supporting clocumcnts lbr aclnrinisrrzrtive
expenditure of Ksh 115,568,891 in contravention of Section 68 (2) (b) oithe PFM
4ct,2012.

ii. Managetnent did not submit expenditure retLlrns of Kslrs 50.30(r.24(r lbr
administration to the auditors fbr verification.

1V

Management has since submitted expenditure returns of Ksh 65,262.645 for
administration to the auditors fbr verification.
Submission of expenditure returns from constituency levels is slow because the
Fund operates mauually. In addition, the Fund relies on staff lronr other
departrnents for implernentation of its programs at the constitr:errcy leve[:
The n"ratter remained unresolved.

Recommendations of the committee
559.The committee recommends that:

i. The Accounting Otficer shoultl ensure that accounting clocumentation arc
submitted on time in compliance lvith thc provisions scction 68(2Xb) and (c) Public
Finance Management Act, of 2012 and rcgulation 100 of thc lrublic F'inancc
Management (National Government) Rcgulations, 201 5.

ii. Within three (3) months upon thc adoption of this report, thc Accounting Ofliccr
should submit expenditure returns for thc remaining balance of Ksh 50,306,246 to
thc Auditor general for audit vcrilication for reporting in the next auclit cyclc.
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(3.)Cash and Cash Equivalents

560.The statemellt of financial position and Note l7 to the financial statements indicate an amount

of Kshs 2.881,305,135 in respect of cash and cash equivalents. As reported in the previous

year. rhe Fgpd mailtained three (3) bank accounts for each of the 290 constituencies in Kenya

distributed over nine (9) commercial banks which had a total bank balance of Kshs

2,333,718,282as at 30 June, 2019.However, the following issues were noted in respect of the

balance.

56l.Management has availed the documents in support of the reported balances in form of bank

reconciliation statements, bank balance confirmation certificates, board of survey reports and

copies of cash books, for each of the three (3) bank accounts for only seventy-one (71)

cor-rstituencies representing Kshs 573,877,689 or about 25o/o.However, for ninety{wo (92)

constituencies there was partial submission of supporting documentation and for one hundred

and twelty-seven (127) constituencies, there were no documents submitted in support of the

reported balances.

Submissions by the Accounting Officer
562.The Accounting Officer subrnitted that:

i. fhe Fund compiled documents in slrpport of the reported balances' Currently,234

constituencies have fully complied, 43 have partially complied, and only l3 still need

to submit the docuurents.

ii. The non-submission of bank reconciliations from the 13 constituencies was because

the Fund relies on staff from other MDAs who cannot run the Funds programs' In

addition, he noted that the Funds operations are manual, and most constituencies take

time to prepare and submit the financial documents on time'

iii. The Fund has since received bank reconciliation statements of Ksh 2,204,044,972.94,

representin g95% of Kshs 2,333,718,182, in support of bank balances reported in the

financial statement.

Observations and tindings of the Committee

563.The Committee observed that:

i. The lnanagement did not submit bank reconcitiation statements to support the

remainipg bank balance of Kshs 129,673,210 in contravention of regulation 90(1)

and (3) of the PFM (National Governnrent) Regulations,20l5;

ii. The Irund relied on statf from other MDAs to carry out its mandate which caused

the non-submission of bank reconciliation statements from the 13 constituencies;

and

iii. The matter is not resolved.
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Ile commendations of thc Committec
564.The Conrmittee recomnrencls that:

i' within thrcc (3) months upon thc adoption of this rcport, thc Acc.untingofficer submits thc bank rcconciliation statcments lbr thc l3 constitucncics andfor the rcportecl bank balance of I(shs 12g,673,210 to thc Auclitor- Gencral foraudit verification anrl rcporting in ,re next autrit cycre;ii' The accounting officcr cnsures that all applicable accounting anrl linanci:rlcontrols, systems, stanclards, lals, ancl proceclures arc follolved in thepreparation of thc financial statements in compliancc with public Financc
Managemcnt Act, 2012 andin accordance rvith the stanclarcls prcscribcd by thcPublic Sector Accounting standards Boarcl as pcr Regulation t0l(4) of thcPublic Finance Managcmcnt (National Govcrnment) Itegulations, 2015;andiii' The Principal Secretary, Statc Dcpartment for youth Affairs considersdeploying a Youth officcr in each constitucncy for cflicicnt administration ofthe Fund.

(4) unreconcilccl bank b:rlanccs
565'The constituencies'reported bank balances were rlot basecl on the fru,cl,s acco.rrting recr:rclssince they cornprisecl the unreconcilecl bank berlances as reflected in the respective bar.rkbalance confirtnation certificates, instead of tlie reconcilecl cashbook balances. Further, thebank balances confirmation certificates and/or the bank statenlents for o,e hunclred ancltweuty-seven (127) constitueucies as noted above were not availed for audit pllrposes.

Submissions by the Accounting Oflicer
566.The Accountirrg Officer submittecl tliat:

i' The bank balarrces of Ksh 2,333,718.282 rvere indeed rcportecl based on balk bala,cc
certificates.

ii' The cash book is rnaintained at the Constituencies by the respective sub- County
Accountants, who have the responsibility to prepare the cash books and bankreconciriations and send trrem to the Fund head office for compiration:iii' The submissions were not made at the time of the audit clue to a lack of sufficient
personnel in the constituencies to prepare the financial clocuments within the stipulatecl
time; and

iv' The Fuud has since received arrcl compiled the statement of bank balances and theircashbook balances from 94 constituencies out of the 127 that had earlier yet to
submit_

Ohscrvations and finclings of thc Committee
567.The Comrnittee observed that:

i' The reported bank balance of Ksh 2,333,718,2g2 was based on bank balanceconfirtnation certificates insteacl of reconciled cash book balance.s;
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ll Bank balance confirmation certificates and statemellts for one hundred and twenty-
seven (127) constituencies were not availed for audit verification;
Management received and compiled statements for bank balances and their cashbook
balances from 94 constituencies;
The matter is not resolved.IV

Recommendations of the Committee
5 6 tl.'l'he Comntittee recomnrended that:

i. Within threc (3) months upon the adoption of this report, the Accounting Officer
submits the bank reconciliation statements fbr the 127 constituencies and for the
reported bank balance of Ksh 2,333,718,282 to the Auditor General for audit
verification and reporting in the next audit cycle; and

ii. The Accounting Officer complies with sections 90(1), (3) and (4) of the PFM (National
Government) Regulations,2015, rvhen preparingbank reconciliation statements.

(5) unpresented cheques for Ksh 1,801,139
569.The bank reconciliation statements for the bank accounts for nine (9) constituencies as shown

below had stale unpresented cheques of Kshs 1,801,139 as at 30 June,2019. The Management
has not initiated the process of reversing the cheques and no explanation has been provided
for the non-reversal.

Submissions by the Accounting Officer
570.The Accounting Officer submitted that:

il l'he issue of stale cheqr-res arose because some beneficiary groups did not deposit the
cheques witliin the allowable period of six months;

lll

No. Constituency

Main
Account
(Ksh)

Administration
Account
(Ksh)

Loan Repayment
Account
(Ksh)

Total

(Ksh)

2

Manyatta 100,000 100,000

Mwingi West 50,000 22,000 72,000
J Kaiti 100,000 100,000

4 Makueni 100,000 100,000

5 Kikuyu 200,000 177,143 277,143
6 Tetu 410,000 410,000
7 Mwea 439,496 439,496
8 Rongai 150,000 150,000

I Njoro 52,500 52,500
Total 1,012,500 22,000 766,639 1,801,139
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ii) The said groups had not sttrrenclered the stale checlucs so that they can be reversecl ip tlie
cash book at thc corrstitr-rcucy level;

iii) other beneficiary groLlps dicl not collect thcir clrcques alier applying ancl qualifying lor
funding;

iv) Tlie stale cheqr-res have since bceu reversecl. anclcopies ol'bank rccouciliation staterlrc.ts
provided for audit verification; ancl

Observations and finclings of the Committee
571.The Committee observed that;

i' Bank reconciliation statetneuts pertaining to bank accoutlts for pine (9) constituencies
included stale cheqr,res totaling to Kshs. 1.801.139 which were not reversecl irr thc
cashbooks contrary with section 90(3) ot'tlre PFM (National (jovcrnrlcrrt)
Regulations,20l5

ii' The stale checlues were reversecl, anclcopies of bank reconciliation statements proviclccl
for atrdit verifi cation.

iii. The luatter was rcsolvecl.

Recommendations of the Committee
57 2.The Cornmittee recommend that:

i' The Accounting Olficcr dcvclops mcchunisms of contacting successful
applicants to collect cheques by lvay of using contact numbers ancl c-mail
adtlresses indicatecl on thc application forms; antl

ii' The Accounting Officer complics rvith thc provisions of regulation 90(3) of the
PFM (National Govcrnmcnt) Regulations, 2015 rvhcn preparing banl<
reconciliation statcmcnts.

(5) Ksh 7,548,545 for Marakryet West Constituency loan
573.Tlre reported bank balance of Kshs 7,548,545 for Marakwet West Constituency loan account

included an amount of Kshs 1,522,395 appearing in the bank reconciliation statement as
receipts in bank statement but not recorded in the cashbook that has been appearing in the
reconciliation statements for this account since the year 2015. Managernent clid.ot explain
the sources of the receipts and why they have not been cleared lbr over five (5) years. In the
absence of such determination, the accuracy of the reported bank balance of Kshs 7,54g,545
for Marakwet West Constitttency loan account coulcl not be coufirrnecl.

Submissions by the Accounting Officcr
574.The Accounting Officer submitted that:

i' The balance of Kshs 1,522,395 Perlains to cleposits r"nade by groups in their individual
members' names rather than the name of the be,eficiary group.
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Beleficiaries of loans had not submitted deposit slips and hence, receipting and

reconciliatiol of recorcls could not take place to clear the outstanding balance of Kshs

t,522,31)5.

Management l-rad since deployed interns in the Constituencies to help track and reconcile

the outstanding payments;

The Fund has a shortage of staff as most officers are deployed from other State

Departments;

Management was reviewing the Regulations to allow for the deployment of its own staff,

who will be directly accountable to the Fund; and

Management intended to install a digital platform to allow digital transactions to

faci Iitate accurate reporting.

Observations and tindings of the Committee

575.The Cornmittee observed that:

(i) Management identified the source of the outstanding balance of Kshs 1,522,395 and

provided a reason indicating why the balance has continued to appear in the bank

reconci I iation statements.

(ii) 'fhe Fund's failure to provide accounting documents on time is attributed to the reliance

on staff lrom other MDAs to provide reconciliatiolls or expenditure returns. Further,

operations of the Fund are manual, and many constituencies have inadequate

personnel to prepare and submit the financial documents on time.

(iii) The Fund management was reviewing the Regulations to allow for the deployment of

its own staff, who will be directly accountable to the Fund;

(iv) Bepeficiaries of loals had not submitted deposit slips and hence, receipting and

recolciliation ol'records could not take place to clear the oLltstanding balance of Kshs

1,522.395.

(v) Management had since deployed staff in the Constitr.rencies to help track and reconcile

tl're outstanding payrnents.

(vi) The matter remained unresolved.

Recommcndations of the Committee
576.The Committee recommended that:

(i) 1'he Accounting Ofticer shoukl ensurc that accounting documentation is

submittecl on time in compliance with the provisions of Public Finance

Management Act, 2012 Regulation 68(2Xb) and (c) and Regulation 100 of the

Public Finance Management (National Government) Regulations, 2015;

(ii) The Accounting Officer complies with the provisions of Regulation 90(3) of the

PFM (National Government) Regulations,2015 when preparing bank

reconciliation statcments; and

lll
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(iii) Within thrce (3) months upon thc adoption of this rcport, the Accounting Olliccr
should rcconcilc and clcnr thc outstlntling balancc of Ksh I,522,395 antl submit
the banl< rcconciliation statcmcnt and thc supporting ctocumcnts to thc Autlitor -
Gencral for audit vcrilication and rcporting in thc ncxt au<lit cycle.

(6) Loans to thc Groups
577 .The statement of finarrcial position as at 30 June, 2019 (Note l9) reflectecl an amount of Kshs

3,992,873,484 as outstanding loans from 598 groups. The reported balance has been clerived
by taking the initial National Government capital grants amount of Kshs 5,854,400,004 and
adding Kshs 445,000,000 transferred to the loan ftrncl account and from tlie resultant total of
Kshs 6,299,400,004 deducting the amount of rronies held in; CBK Bank z\ccoulL - Kshs
29,133,230, the loan repaynrent accolrnts - Kshs 1,318.113.323 and the nrairr account - I(shs
959.279,966, all of wliich were not supported.

578.Furr1her, there were no debtors' ledgers detailing the loans issued by the Fuld since inceptio,
and the repaymetlts made over the years on account ol'any loan recovely. nor rvere tfuerc
conrprehetrsive loan listings ancl aging analysis supporting tlre outslascling loals. In aclclitiol.
no records of tlie loans advatrced to grollps. includirrg the evaluation ancl ar-rthority to issuc
loans. were availed for audit revierv. Consequently. thc existence. zlccurircy. conrplctcrrcss.
validity and recoverability ol'the loans to groups balance of l(shs 3.1)()2.g73.41J4 as at 30 .lune.
2019 could not be confirmed.

Submission by the Accounting Olficcr
579.The Accounting Officer submitted that:

i. The amount of Ksh 3,992,873,484 rvas for outstanding loans clisbursecl to various
groLlps;

ii. The management compiled aud reconciled the clebtors' ledger fr.om thc
Constituencies to suppofi the arnount of Ksh 31992,8731484 as indicatecl in the
financial statements;

iii. To enhance recovery, the Fund involved National Governrnent Adrninistrative
Officers, trained the CUFMCs and conducted an intensive loan recovery carnpaign.
Consequently, the repayment rate stood at 35.78o/o. as of Jurre 2019; and

iv. The list of Constituencies and the amounts issued, repaicl, and the balances [o slrpport
the amounts of Ksh 3,992,873,484 was pr.ovided lor rcvicrv.

Observations and findings of the Committcc
580.Ihe Committee observed that:

i. The management did not provide:
i. A debtors' ledgers detailing the loans issued by the Fund since inception ancl the

repayments made over the years for audit review;
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ii. A comprehensive loan listir-rg to support outstanding loans and aging analysis for
audit review.

iii. Supporting documents for monies held at Central Bank of Kenya- Ksh 29,133,230,

Ioan repayment accounts - Ksh l,3l8,ll3,323 and the main account - Ksh

959,279,966 were not submitted for audit verification.
l'he Matter remained unresolved.

llccommendations of the Committec
581 .l'he Committee recommended that:

i. The Accounting Officer ensures that necessary financial and accounting records
are kept in compliance with the provisions of section 68(2Xb) of the Public
Finance Management Act, 2012 and section 100 of the PFM (National
Government) Regulation, 20I 5.

ii. Thc Accounting Officer takes appropriate measures to resolve any audit issues

that remain outstanding as required by Regulation 68(2)(l) of the Public Finance
Management Act, 2012 and Section 53(1) of the Public Audit Act,2015;

iii. Within three (3) months upon the adoption of this report, the Accounting Officer
should submit the supporting documents for monies held at Central Bank of
Kenya- Ksh 29,133,230, loan repayment accounts - Ksh 1,318,113,323 and the
main account - Ksh 959,2791966 to the Auditor general for audit verification and
reporting in the ncxt audit vehicle.

(7) Work-in-Progress
582.As reported in the previous year, the statement of financial position reflected a balance of Kshs

19,522,765 under work-in-progress, representing  }Yo-part payment in respect of an

Enterprise Resource Planning (ERP) software procured and contracted for in the financial year

2015/2016. The application's supply, installation, and commissioning were pending even
though the 41o/o-part payrnent was made over four (4) years ago and recognized in the
statements.

583.The previous year's ar.rdit indicated tliat the implementation of the ERP, which was contracted
at a sum of Kshs 48,806,912, had been called off even though there is a valid contract between
the Fund and the supplier. Further, the recoverability and utilization of the part payment of
Kshs 79,522,765 are doubtful, given that the Fund appeared to have stopped the
implementation of the software. The value for money received by the Fund in respect of the
software could not be ascertained. In the circumstances, the validity and accuracy of work the
-irr-progress balance of Kshs 19,522,765 could not be confirmed.
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Submi.ssions by the Accounting Ol'liccr
584.The Accounting Officer submitted thatl

i. The payment for the lst installment o{'l(shs 19.522,765 (40% ol the contract sum)
was executed to honor the contractual obligations of the lund as providecl in paragraph
1.6.I of the contract agreernent lbr'fendel No. UWZ/RFPrc4)l211412015;

ii. The contract was not terrninated since the contract period r,vas for 24 months. ancl at
the end of the financial year, the sr-rpplier hacl dorre a functional requirement ctesigl
and was yet to deliver the software for testing.

iii. Consultations with relevant offices delayed the progress.
iv. The Head of Public Service, vide letter reference number OC.CAP/l4,/21A, of

December 2017, directed that, all affin:rative funcls r,vor.rlcl be mergccl and there rvas
no need to appoint a new board. Consequently. irrrplenrentation of the project stallecl
as the board rvas not firlly established to give guidancc to the nranagcnrerrt:

v. In a meeting held on lOth January 2020. the Board resolved to cnrbark on rcvisirinq
the project and the system vendor had since developecl tbr-rr moclules (Crcdit
Management. Fittauce Managetrreut. Procurerneut ancl Registry tlranagetncnt) rvhic[
were awaiting validation and comrnissioning; and

vi. Management was discussing a reviscd plan with the venclor. which entailecl the
irnplementation of the Iatest technology in tlre system software.

vii. The system would be populated ancl will be in use within three mopths

Observations and findings of thc Committcc
585.The Committee observed that:

(i) The rnatter was raised in the i'inancial year 201612017 and the Special Fr.rnds

Accounts Committee recomrnended the matter be investigatecl by the Athics and
Anti- Corruption Corlmission (EACC);

(ii) The Fund procured for implementation and conrmissiorring ol'llRP soltware irr

2015/2016 at a contract surn of Kshs 48.806,912 and paid Kshs 19,522,765 (40tyo

of contract sum) part payment, yet the implementation of the software matter was
still outstanding as 30tl'June 2019;

(iii) The delay in irnplementation arose due to the Head of Public Service through the
letter OC.C AP/14121 on the irnpending merger of alt affirmative funds which
delayed the appointment of a new board;

(iv) The Board in January 2020 affirrned the implemerrtatiorr of the project and the
system vendor had since developed four modules (Credit Management. Financc
Management, Procttrement aud Registry lltallagentcut) which werc ar.vail.irrq
validation and comntissioning;

(v) Project implemeutatiorr lias taken too long and therc is a risk ol'inrplentcnting olcl
technology, wltich may become obsolete at the time of comurissioning: ancl

(vi) The matter remained unresolved.
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Recommendations of the Committee
5 86.The Committee recommends that:

i. The Accounting Officer should ensure that the latest technology of the ERP
system is implemented without further delay;

ii. The Accounting Officer should ensure that, all contracts entered into by the
entity are lawful and are complied with in compliance with Regulation 68(2)(d)
of the I'FM Act,20l2.

iii. Within three (3) months upon the adoption of this report, the Accounting
Officer submits a status report and supporting documents on the
implementation of the ERP to the Auditor- General for audit verification; and

iv. The Accounting Officer takes appropriate measures to resolve any audit issues

that remain outstanding as stipulated in section 53 of the Public Audit Act,20l5
and Section 53(1) of thc Public Audit Act,2015.

(8) Unsupported balances
587.The following balances reported in the statement of financial position, statement of cash flows

and respective notes to the financial statements were not supported and no documents were
provided for audit verification; Under the circumstances it was not possible to confirm the

completeness and accuracy of the stated balances as reflected in the financial statements.

i. Trade and other Payables, note 2l-Kshs 4,171,786
Submissions by the Accounting Officcr
588.l'he Accounting Officer subrnitted that;

i. The balance of Kshs 4,171,786 under trade and other payables in the statement of
financial position represented cash deposits with individual names in the loan repayment
accounts whose group names cannot be identified in various Constituencies.

ii. To Constituencies Officers have been guided to make it mandatory for groups to submit
deposit slips and be issued with miscellaneous receipts (MR). Consequently, the Fund
managed to get bank reconciliation statements frorn the Constituencies to reconcile the
current liabilities of Kshs 4,171,786.

Observations and findings of the Committee
589.The Committee observed that:

i. The balance of Ksh 4,171,786 reported in the financial statements was not supported with
documentary evidence contrary with the provisions of the International public sector
accounting standard I (27);

ii. Tlre balance of Ksh 4,171,786 under trade and other payables represent cash deposits with
individural names irr tlte loan repaynlent accounts whose group names cannot be identified
in various Constituencies;

iii. The Fund has made it mandatory for groups to submit deposit slips for reconciliations; and
iv. The matter rernained unresolved.
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Recommendations of the committcc
590.The Committee recornmends that:

i. The Accounting Officcr submits thc supporting documcnts on the bal:rncc of Ksh
4rl711786 to thc Auditor Gcneral for auclit vcrification ancl rcport in thc subscquent
audit cycle rvithin threc months of the adoption of this rcport.

ii. The Accounting Officer institutes a payment mcchanism that requircs inputting thc
group name for easy identilication antl rcconciliation of tracle and other payables.

iii. The Accounting Officer takes appropriate measures to resolve any audit issues that
remain outstanding as required by Section 68(2)0) of the Public Finance Management
Act,2012 and Scction 53(l) of the Public Audit Act,20l5.

b. Non-Current Reccivablcs- Kshs 72,648,086
Submission by thc Accounting Officcr

59l.The Accounting Officer subrnitted that the norl-current receivablcs irr thc financialstatcrncnts
of Kshs 721648,086 was a disclosure oIthe moverrent of cash bctr.vccn thc closing Lralancc ol'
Kshs 3,992,873,484 and the opening balance of'Ksh 3,92(1,225,399 ltrr loans in 1,car urrclcr
review.

Observations and findings of thc Committee
592.The Committee observed that:

(i) The Accountirrg Officer did not provide the supporting documentation for the non-
current receivables of Kshs 72,648,086.

(ii) The supporting docr.rments were provided for audit verificatiol.
(iii) The matter was resolved.

Recommendations of the Committce
593.The Committee rccommcnds that thc accounting officcr cnsures that all applicable

accounting and financial controls, systems, standards,larvs, and procedures are firllorvecl
in the preparation of the financial statements in compliance with Public Financc
Management Act,2012 and in accordance rvith the stanclarcls prescritrecl hy the l,ublic
Sector Accounting Standzrrds Board as pcr Rcgulation 101(4) of thc Public Finirnce
Management (National Govcrnmcnt) Regulations, 2015.

c. Adjustment on cash and cash Equivalent-Trade and othcr reccivablcs - Kshs
3,019,274

Submissions by the Accounting Officer
594.The Accounting officer submitted that:

i. Tlre adjustrnents on cash and cash equivalerrt ol'l(shs 3,018.274 wcre for oLrtstancling'imprcst
during the period under review;

ii. The outstanding irnprest was surrendered fully, and a schedule supportirrg the figurc was
availed for audit confirmation.
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Observations and findings of the Committee
595.The Committee observed that:

i. The adjustments on cash and cash equivalent of Kshs 3,018,274 were for outstanding
imprest during the period;

ii. The irnprest was sLrrrendered. and the sLlpporting schedule was provided for audit
verification; and

iii. The matter was resolved.

Recommendations of the Committee
596.The Comn'rittee recommends that,

i. The Accounting Officer ensures that all applicable accounting and financial controls,
systems, standards, laws, and procedures are followed in the preparation of the
financial statements in compliance with Public Finance Management Act, 2012 and
in accordance with the standards prescribed by the Public Sector Accounting
Standards Board as per Regulation 101(4) of the Public Finance Management
(National Government) Regulations, 2015;

ii. The Accounting Officer should ensure that imprest is surrendered within the time
specified in Ilegulation 93(5) of the Public Finance Management (National
Govcrnment) llegulations.

(8) Financial misconduct
597.Records held by the Fund Management shows that, on diverse various dates between 30 July

2017 and 30 January 2018, cash amounting to Kshs3,160,000, was fraudulently withdrawn
from Bumula Constituency loan repayment account No. 0l141536532902 in Bungoma
County. This was contrary to the head of the secretariat's instructions on the management of
Uwezo Fund bank accounts, vide letter reference number UWZlz\l5lCIR/Vol.1(l) of 26
March, 2015 to Sub-County Youth Officer.

598.It also contravened the requiren'lents of the Principles of Public Service (Article 232), the
National Values (Article l0), the Penal Code, the Public Finance Management Act, 2012 and
the Public Officer Ethics Act.

599.Ur,vezo Fund Management had also not availed evidence either to show that the amount
fraudulently withdrawn has been recovered or that legal or administrative action has been
taken against the involved officers entrusted. The loss had not been disclosed in the footnotes
to the financial statements as required under Regulation 137 (2) (d) of Public Finance
Management Regulations, 20 I 5.
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Submissions by the Accounting Officer
600.'Ihe Accounting officer sr-rbmitted tl.rat:

i. The Principal Secretary. State Department ol'Gender wrote to the Chiel'Executive OflLcer
Ethics and Anti-Corntption Cornmission to investigate the allegecl rnisappropriation of
Kshs 3,160,000 in Bumula. Sr.rbsequently. tlie ofllcers agreecl to return the money.

ii' The concerned officers returned the money by depositing the same into the account of the
Ethics and Anti-CorrLrprior.r Commission (EACC).

iii. Management was following up with EACC to have the money deposited in the Bumula
Constituency fund loan repayment account,

Observations and findings of the Committcc
60l.The Cornmittee observed that:

i. An amount of Kshs 3,160,000 was fraudulently witlidrawn frorn the Loan Repayment
Account Number 0l 141 536532902 for Bumula Constituency at Cooperative Bank.

ii. The Ethics and Anti-Cort'uptiorr Cournrission recovercd the rnoncy alter it czrrriccl out
the invcstigations.

iii. The Ethics and Anti-Corruptiott Coururission has rr<lt rctunrcd lhc rccovcrctl nror.rcr'

into the bank accounts of Bumula Constituency.

Recommentlations of the Committee
602.The Committee Recommends that:

i. Within threc months of the adoption of this rcport, EACC shoulcl deposit thc rccovercd
money to Bumula Constitucncy Urvczo Fund b:rnk accountl and

ii. The DCI, DPP, BACC takcs appropriate action rgainst thc concernctl in<liviclu:rls lbr
financial misconduct.

(9) Unresolvcd prior-year issues

603.As disclosed under the progress on follow-urp of the Auditor's recommendations section of
the financial statements, various prior year audit issues remained unresolved as at 30 June,
2019. Management had not provided reasons for the delay in resolving the prior year's auclit
issues.

Submission by the Accounting Officcr
604.The Accounting Officer submitted that auditors 'vverc irrvitecl to the Furrcl and vcri[lct] the

issues that required confirmation.

Observations and findings of the Committce
605.The Committee observed that:

i. Prior-year audit issues rernained unresolved as at 30 June 2019 agairrst tlie requirenrent ol
Section 68(2XI) of the Public Finance Management Act,2Ol2;

ii. The Fund did not disclose the progress on follow-up of the auditor's recommendations in
the financial statements as required by the Public Sector Accounting Standards Board: ancl
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iii. Tl're matter remained unresolved

llccommcndations of the Committee
606.'I'he Committec recommended that:

i. The Committee recommends that the accounting officer should take appropriate
measures to resolve the outstanding prior audit issues as required by Section 68(2XI)
of the Public Finance Management Act, 2012 and Section 53(1) of the Public Audit Act,
2015 within three (3) months upon the adoption of this report and submit the status
report to the Auditor-General for audit verification.

IO,I.2 REPORT ON THB AUDITED FINANCIAL STATEMENTS FOR UWEZO FUND
FOR'tHE FINANCIAL YEAIT 2AL9NO2O

t. Accuracy of Financial Statements
607.The statement of cornparison of budget and actual amounts omitted the budget and actual

revenue from exchange transactions, government grants subsidies, and transfers from other
governments, The statement reflects the total actual expenses of Kshs 389,657,343, which
differ from the statement of financial performance amount of Kshs 190,922,566, thus resulting
in a variance of Kshs 198,734,777 that has yet to be explained or reconciled.

608.Tlre statement of cash flows reflected balances of Kshs 1,114,669 and Kshs 118,282,727 under
trade and other payables and non-current receivables, respectively. However, no supporting
documents by way of detailed ledgers were availed for audit verification. Under the
circumstances, the accuracy of the financial statements for the year ended 30dt June, 2020
could not be ascertained.

Submissions by the Accounting Of{iccr
609.l'he Accounting sr"rbrnitted that:

i. The statement of comparison of the budget of Kshs. 389,657,343 included Kshs.
200,250,000 transferred to constituencies for group loans that were regarded as part of
the capital fund and Ksh120,960,000 as facilitation to Constituency Uwezo Fund
Management committees ;

ii. The capital fund to Constituencies was not included under the financial performance and
facilitation statement to CUFMCs but was captured as an expenditure;

iii. The statement of the financial performance reflected the figure of Kshs 190,922,566 for
total actual expenses which included depreciation of flxed assets of Ksh 2,548,250 and
transfer from other government agencies gifts and services in kind of Ksh 25,959,080
that were not captured under the statement of comparison of budget and actual amounts;

iv, An adjustment in the next financial statements corrected error;
v. The statement of cash flows reflected balances of Kshs 1,114,669 and Kshs ll8,ZBZ,7Z7

under trade and other payables and non-cLrrrent receivables, respectively;
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vl. Subsequent financial statements were anrended and veritleil by staff of the Oi'ljce ol'the
Auditor General

Obscrvations and findings of thc Committec
610.The Committee observed that:

i. There was an unexplained or unreconciled variance of Kshs 198,734,777 between the

statements of comparison of br,rdget and actual anlounts and flnancial perforrnance
ii. The subsequent financialslatements were amended and verifled by the staff of the Oflrce

of the Auditor General,
iii. The reported figures of I(sh 1,114,669 and Kshs 118.282.727 in tlte statetnent of caslr

flows for trade and otlier payables and non-cllrrent receivables respectively wcrc not
supported by way of detailed ledgers

iv. The matter was unresolved.

Recommendations of the Committee
61 l .The Conrmittee recontmends that:

i. Thc Accounting Ol'liccr cnsurcs that nll npplicnhlc nccounting and linnnciat
controls, systems, standards, Iarvs, and proccdurcs are follorved in thc prep:rrltion
of the financial statcments and in accordancc rvith the standards prescribed by
the Public Scctor Accounting Standards Iloard and in compliance with Regulation
l0l(4) of the Public Finance Management (National Government) Rcgulations,
2015; and

ii. The Accounting Ofticcr should rvithin thrcc months of thc acloption of this rcport
submit to thc Auditor Gcneral thc dctailed lcdgers rclating to the rcported ligurcs
of Ksh 1,114,669 and Kshs 118,282,727 in thc statemcnt of cash flolvs lbr tradc
and othcr payables and non-current rcceivablcs for nudit vcrification and
reporting in the subscquent audit cyclc.

(2) Irregular Extraneous Allorvance and Gifts and Scrvices in Kind
6l2.As disclosed in Note 8 to the financial statements, the statement of financial perforrrance

reflects transfers from other govenlments-gifts and services in kind arnounting to Kshs
25,959,080. Included iti the anrount is Kshs 2.791.246 paid to an ol'ficer as salarl,during the
year under review. Further, the statement of fiuancial perlormance rcllects employec costs ol'
Kshs 6,164,760 which, as disclosed in Note 9 to the firrancial statcmcnts, includcs cxrrancolrs
allowances of Kshs 4,095,883. The latter balance ir,cludes arr amount of I(shs 14l,O7l paid to
the officer as extralleous allowance.

6l3.Available Infonnation indicate that, the officer was transferred to the State Departrlent l'ur
Eat'ly Learning and Basic Education effective from l't March,20l8.However, there is no

evidence of continued service of the officer to the Fund and the requisite approvals to draw
the allowance were made available for ar"rdit review.
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6l4.Under the circumstances. the propriety of the transfer from other governments - gifts and

services in kind of Kshs 2,791,246 and extraneous allowances totaling to Kshs 141,071 could

not be confirmed.

Submissions by the Accounting Officer
615.The Accounting Officer submitted that:

i. The payrnent of Kshs 2,791,246 was recognized in the financial statements as transfers

from other governments-gifts and services in kind;

ii. The officer in question rendered services to the Fund during the period under review and

was not an employee of tlre Fundl and

iii. -l'he officer was paid Kshs 141,071 as extraneous allowance and the payment was regular

as advised by the Salaries and Remuneration Commission vide letter Ref.

SRC/TS/CBT/3/3 Vol. vl (42) dated 17th July 2019.

Observations and findings of the Committee
616.The Committee observed that:

i. The extraneous allowances were paid based on the advice by the Salaries and

Remuneration Commission and therefore regular.

ii. The gifts and services in Kind were recognized in the financial statements as transfers

from other governments-gifts and services in kind.

iii. The matter was resolved.

Recommendations of the Committee
6l7.The Committee recommends that the Accounting Officer ensures that all applicable

accounting and financial controls, systems, standardso laws, and procedures are followed

in the preparation of the financial statements and in accordance rvith the standards

prescribed by the l'}ublic Sector Accounting Standards Board and in compliance with
llegulation l0l(4) of the Public Finance Management (National Government)
Regulations, 201 5.

(3) Unreconciled Remuneration of Directors
6 I 8.The statement of financial performance reflected Kshs 4,166 ,679 as remuneration of directors.

However, the reported balance excluded Kshs 240,000 paid to board members while attending

a corporate governance training held between 2l and 23 November, 2019. The payment

vouchers supporting expenditure amounting to Kshs 4,589,519 comprising of Board

allowances and other expenses of Kshs 3,908,229,and Chairrnan's honoraria of Kshs 681,290.

This differed frorn the repofted expenditure in the financial statements of Kshs 4,166,679

resulting in an understatement of Kshs 422,840. Consequently, the accuracy and completeness

of the reported remuneration of directors of Ksh 4,166,679 could not be confirmed.

Submissions by the Accounting Officer
6I9.-l'he Accor.rnting Offlcer submitted that
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fhe managetnent clid includc in thc training expenses ledger an amouut ol Ks6s
240'000 paid for the training ol'Boarcl nrembers between the 21" and 23'd olNovenrber
2019 at Lake Naivasha Resort. fhe paynrent rvas macle to IClpsK.
The payment vouchers cornprising Board allo,,vances, other experlses aud Chaiplan,s
honoraria agreed with the reported experrditure in the financial statements of Kshs
4.166,679.

Obscrvations and findings of the Committee
620.The Committee observed that:

i' There was a variance the reported figure for the rcmuneration of clirectors in the statement
of financial performance and the total of payrnent vouchers supporting the expencliturc.

ii' Management has since captured the payment correctly in the relevant ledger accourrt urrcier
board expellses and the figures were adjusteci in the financial statements for the subsequent
year.

The matter was resolved.

Ilecommcndations of thc Committcc
621'The Committee recommends that thc irccounting officer ensurcs that all applicablc

accounting and financial controls, systcms, stanrlarcls, lalvs, and procedures arc lbllou.cd
in the preparation of the financial statcments anrl in accordance rvith the standards
prescribed by the Public Sector Accounting Standarcls Boarct and in compliance rvith
Rcgulation l0l(4) of the Public Financc Mlnagemcnt (National Governmcnt)
Regulations, 2015.

(4) Unsupported Constitucncies' Atlministrntion C<lsts
622'The statement of financial performance rellects constiLuencies' aclministratiorr costs ol- I(sh

94,064,891, which was unsLlpported by way of conrprehensive expencliture returns li.on-r thc
Constituencies. Instead, the amount had been derived from movements in the unutilized Fund
balances (opening and closing) and adjusted by the transfers to the Constituencies during the
year' Consequently, the accuracy and completeness of the reported constituencies,
adrninistration costs of Ksh 94,064.B9r courd .ot be confirmed.

Submissions by thc Accounting Officcr
623.The Accounting Officer subntitted that:

i. The Statement of Financial Performance for the year encled 30tl' June 2020 rellected arr
amount of Ksh 94,064,891 as adrninistration costs. lhe amount had been arrivecl at by
taking the balarrces bror.rght forward of the urrrutilized funds amounting to Ksh 5g,753,g06
and adding tlre transfers to the Constituencies <luriug the year totaling to Ksh
120,960,000;
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ll Management deducted the unutilized bank balances in the administration bank accounts

of Kshs 85,648,915 from a total amount of Ksh 179,713,806 to arrive at the reported

amount of Ksh 94,064,89.

All expenditure returns from 290 constituencies had not been received by the time the

financial statements were prepared; and

The Fund had since received and collated expenditure returns from 201 constituencies

totaling to Kshs 68,278,588.03 and the same was available for audit verification. The

anlount supporting tl-re expenditure translates to 73o/o when compared with Ksh
94.064,89 t .
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Obscrvations and lindings of the Committee
624.The Committee observed that:

i) Administration costs of Kshs 94,064,891 were not supported by comprehensive

expenditure returns from the Constituencies.

ii) All the expenditure returns from 290 constituencies had not been received by the time the

financial statements were prepared;

iii) the Fund had since received and collated expenditure returns from 201 constituencies
totaling Kshs 68,278,588.03. which translates lo 73o/o support for the expenditure;

iv) Failure by management to provide accounting documents on time is attributed to the

reliance of staff from other MDAs to provide reconciliations or expenditure returns.

v) The Fund uses a manual system for its operations and most constituencies lack sufficient
personnel to prepare and submit the financial documents on time.

vi) The matter remained unresolved.

Ilecommendations of the Committce
625.The Conrmittee recornmends that:

(i) The Accounting Oflicer should ensure that relevant accounting documentation is

submitted within reasonable time in compliance with the provisions of section
68(2Xb) of Public Finance Management Act, 2012 and IPSAS l(27).

(ii) Within three (3) months upon the adoption of this report, the Accounting Officer
should address all the unresolved prior year matters in the audit report as

provided in scction 53 of the Public Audit Act,2015 and submit the status report
to the Auditor general for audit verification.

(5) Unsupported and Unreconciled Cash and Cash Equivalents
626.As disclosed in Note l7 to the financial statements, the statement of financial position reflects

a balance of Kshs 2,959,082,841 under cash and cash equivalents. Included in the balance is
Kshs 2,427,782,222 held at nine commercial banks with each of the 290 Constituencies
rnaintaining three (3) types of bank acconnts namely, main, administration and loan accounts.
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627.However, supporting documerrts for'343 bank accoLutt balances by lvay ol'bank recorrciliation
staternents, certificate of bank balance coufirnration, board of survey reports ancl copies ol'
cash book extracts for the banli acconnts w'erc not availecl for auclit review. -lhe 

reporteci bank
balance was derived from the bank statement balances as at the end of the year as opposecl to
the caslt book balances. This is a departure frorn tl.re general accepted accounting principles
and practices.

628.Further, included in the balance are arnounts totalling to Kshs 13,3?2,033 indicated as direct

. credits in bank accounts for eleven constituencies as detailed below;

629.The Fund Management did not explain the source of direct credits rlor ryvere the supporting
documents provided for audit review. The accounting treatment accorded the direct credits in
the financial statements was inappropriate as they were recognized without etfectirrg the
corresponding account liability or revenue accoLlr')t.

Constituency
Main
Account
(Kshs)

Admin
Account
(Kshs)

Loan Account

(Kshs)

Total

(Kshs)

I ikolomani 79,600 19,600

2. Gichugu I,942,668 500 795.487 2.738.655

aJ Kieni 6s9,s08 370 4,212.707 4,872,_s85

4 Mathira 16,000 2,852.975 2.868.975

5 Thika Town 10,000 700,426 710,426

6. KuresoiNorth 383,535 383,535

7 Kisumu Central 5.400 5,400

8.400

571 .i4 r

8 Kisumu East 8,400

9 Dagoretti South 571 ,341

10. Langata 36,800 351,536 388,336

11 Butere 738,780 6,000 744,780

Total 4,358,632 870 9,012,531 13,372,033
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630.[n addition, the records maintained by the Fund in respect of loan and main bank accounts
balances submitted in support of individual constituencies balances amounted to Kshs
1,265,871,833 and Kshs 1 ,076,261,463 respectively. This varied with tlie reported balances in
the financial statements of Kshs 1,267,738,578 and Kshs 1,076,007,578 resulting to an

unexplained and unreconciled variance of Kshs 1,866,745 and Kshs 253,890 respectively.

Submissions by the Accounting Officer
63l.The Accounting Officer submitted that:

i. l'he bank balance of Kshs 2,427.782,222he\d at nine commercial banks is for the
290 constituencies.

ii. Bank reconciliation statements, bank balance confinnation certificates, board of
survey reports and cash books are now available and can be verified by auditors.

iii. The bank balances for loan and the main accounts and the balances reflected in the
financial statements have been reconciled and can be verified by auditors.

iv. The Fund has managed to get bank reconciliation statements, certificate of bank
balance confirmation, board of survey reports and copies of cash book extracts from
Constituencies to support the cash and cash equivalent balance for 813 bank
accounts.

Observations and findings of the Committee
632.The Committee observed that:

i. There were unexplained variances between the reported figures in the financial statements
and the supporting scheduled pertaining to loan and main bank of Kshs Kshs 1,866,745
and Kshs 253,890 respectively;

ii. Bank reconciliation statements, bank balance confirmation certificates, board of survey
reports and cash books for 343 bank accounts were not submitted for audit verification

iii. The management did not explain the source of Kshs 73,372,033 appearing in the bank
accounts ofconstituencies indicated as direct credits;

iv. The fund has since received bank reconciliation statements, certificate of bank balance
confirmation, board of survey reports and copies of cash book extracts from Constituencies
to support the cash and cash equivalent balance for 813 bank accounts; and

\,. The matter remained unresolved.

Itecommendations of the committee
633.The Committee recommends that:

i. The Accounting Officer should within three (3) months upon the adoption of this report
submit supporting documents for 343 bank account balances to the Auditor General
for audit verification and reporting in the subsequent audit cycle.

ii. The Accounting Officer should ensure that all accounting documentation is submitted
rvithin reasonable time in compliance with the provisions of Public Finance
Management Act, 2012 section 68(2)(b).
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iii. Thc Principal Sccretary Statc Dcpartment lbr Youth Affairs consitlcrs deploying a

Youth Oflicer cach constitucncy for cfficicnt reporting and accountabilitl, of
expenditures :rnd improved thc administration of thc F-und.

(6) Unsupported and Unaccountcd for Loan Groups
634.The statelnent of financial position reflects a balarrce oil(shs 4,1 I I. 156,213 being oLlrstanding

loans to groups of as at 30.Iune,2020. The balance has been derived by adjusting the National
Government capital fund grants of Kshs 6,499,650,004 for amount of monies presumably held
at CBK Bank, loan repayment and main accounts of Kshs 44,747,632, Kshs 1 ,267,738,578
and Kshs 1,07 6,007,578 respectively.

635.However, the presumed bank balances are un-supported. Fr-utl,er. there were no dehtors'
ledgers detailing loans issr,red by the Fund since inception ernd rcpaynre nts nraclc ovcr tlrc ycals
on accoLlnt of loan recoveries. There were no courprehensive loan listings or agiug analysis in
support of the outstanding loans. Consequently. the accuracy and completeness of the reported
loans to groLrps balauces of Kshs 4,111,156.213 as at 30.Iune.2020 could not be confimrcd.

Submissions by the Accounting Officer
636. The Accournting Officer subrlitted that:

i. The financial statements reflected outstandirlg loarrs to cotlstitLleucies o1' Kshs

4,111,156,213.00.

ii. The figr.rre for outstanding loans was supported by disbursements of l(shs
200,250,000.00 sent to constituencies through the main accolult, less balances in the CBK
account of Kshs 44,74'7,632.00, balances in the main account of Kshs 1,076,007,578.00
and loan repayment bank balance of Kshs 1,267J38,578.00.

iii. Certificates of bank balattces supporting the balances rvvere available for aLrdit rcvicw.

Observations and findings of thc Committec
637.The Committee observed that:

i. The Fund did not provide sr-rpporting documentation for the outstanding loan
balance of Kshs 4,1 I 1,1 56,213

ii. The Fund did not provide debtors' ledgers detailing tlte loans issued by the Fund

since inception and the repayments made over the years for audit revier.r'l

iii. The Fund did not provide for audit review a comprehensive loan listing and aging

analysis supporting the or"rtstanding loans; and

iv. the matter remained unresolved.
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Ilecom mendations of the Committec
63 8.The Committee recommends that:

i. The Accounting Officer should ensure that all financial and accounting records are
kept in compliance with the provisions of Public Finance Management Act, 2012
section 68(2Xb) and (c) and Regulation 100 of the Public Finance Management
(National Government) Regulations, 2015;

ii. 'l'he Accounting Officcr takes appropriate measures to resolve any audit issues that
remain outstanding as required by Section 68(2Xl) of the Public Finance
Management Act, 2012 and Section 53(1) of the Public Audit Act,2015; and

iii. Within three (3) months upon the adoption of this report, the Accounting Officer
submits the supporting documents for monies held at Central Bank Kenya- Kshs
44,7411632, Ioan repayment accounts - Ksh 112671738,578 and the main account -

Kshs 1,076,0071578 to the Auditor - General for audit verification and reporting in
the subsequent audit cycle.

(7) Work-in-progress (WIP) - Stalled Project
639.As reported previously, the statement of financial position reflects work-in-progress balance

of Kslrs 19,522,765. The balance represents 4}%o-part payment in respect of an Enterprise
Resource Planning (ERP) software procured and contracted in the year 2015/2016. The
supply, installation and commissioning of the application is yet to be made even though the
part payment was made over four (4) years back and recognized in the financial statements.
Inforuratiotl available indicates that the irnplementation of the ERP which was contracted at a

sum of Kshs 48,806,912 has been called off even though there is a valid contract in force
between the Fund and the supplier. In the circumstances, the recoverability and likely
utilization of the part payment of Kshs 19,522,765 is doubtful.

640.Futher, the Fund entered into a consultancy contract on 2nd November, 2015 for the ERP
project implementation management at a sum of Kshs 6,602,821 and paid an amount of Kshs
1,320.564 representing 20% of the contract sum. The payment has, however, not been

lecognized in the financial statements as a prepayn'rent or part of capital works progress even
though there has been no work done on the project. The value for money received by the Fund
in respect of the software could therefore not be ascertained.

64l.Consequently, the accuracy and fair statement of the reported work-in-progress balances of
Kshs I9,522,765 could not be confirmed.

Submissions by the Accounting Officer
642.The Accounting Officer subrnitted that:

i. The Payment for the lst installment of Kshs 19,522,765 (40% of the contract sum) was
executed to honorthe contractual obligations of the fund as provided in paragraph 1.6.1 of
the contract agreemeht for Tender No. UWZ/RFP10401201412015;
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Tlie contract was not termirrated since the contract period was fbr 24 rnonths. and at the encl

of the financial year. the supplier had done a l'urrctional requirenient design and was,vet to
deliver the sofiware for testing.

Consultations with relevant offices delaycd thc progress.

Tlre Head of Pr-rblic Service. vide letter reference nunlber OC.CAIYl4.l2lA. ol' I)cccurtrcr'
2017. directed that all affirurative funds would be mergcd arrd tliele was no nccd to appoinr
a new board. Consequently, irnplementation of the project stalled as the board was nor fllly
established to give guidance to the management;
In a meeting held on 10th January 2020,the Board resolved to embark on revisiting the
project and the system vendor had since developed four modules (Credit Management,
Finance Management, Procurernent and Registry rnanagement) which were awaiting
validation and commissionirrg;

Managetnent was discurssiug a revised plan with the vendor, which entailed thc
implementation of the latest techuology in the system sofl',varc: and
fhe system would be popr.rlated and will be in use within three months.

VI

vii

Observations and lindings of thc Committcc
643.The Committee observed that:

i. The matter was raised in the financial year 201 612017 and the Special Funds Accounts
Comtlittee recomntended the matter be investigated by Ethics and Arrti- Corruptiorr
Commission;

ii. The Fund procured for implernentation and comnrissioning of ERP software in 201 512016

at a contract sum of Kshs 48,806,91 2 and paid Kshs 19,522,765 (40oh of cotrtract sum) part
payment, yet the implementation of the software matter was still outstanding as 30tl' June
2019;

iii. The delay in implementation partly arose due to a directive from the Head of Public Service
through the letter OC.CAP/I4121 on the impending rnerger of all affinnative funds which
delayed the appointmenr of a new board;

iv. The Board in January 2020 affirmed tlie implernentation of the project and the systeln
vendor had since developed four modules (Credit Management, Finance Managemenr.
Procurement and Registry management) which were awaiting validation and

commissioning;
v. The delayed project implementation exposed the Fr.rnd to a risk of implementing old and

obsolete technology: ar, d

vi. The matter remained unresolved.

ll.ecommendations of the Committee
644.The Committee recommends that:

i. The Accounting Officer ensures that the latest technology of the ERl, systcm is
implemented without further delay;
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ii. 'I'he Accounting Officer ensures that all contracts entered into by the entity are lawful
and are complied with in compliance rvith section 68(2)(d) of the PFM Act,20l2; and

iii. Within three (3) months upon the adoption of this report, the Accounting Officer shoultt
submit the status report and the relevant supporting documents on the implementation
of the ERP to the Auditor - General for audit verification and reporting in the
subsequent audit cycle.

(8) Property, Plant and Equipment (PPE)
645.As disclosed in Note 20(a) to the financial statements, the statement of financial position

reflects a balance of Kshs 8,504,009 under property, plant, and equipment. Included in this
balance is Kshs 145,333 for computers and related equipment which is net of reversal
adjustments made during the year of Kshs 1,437,000 and Kshs 479,000 in cost and
depreciation respectively in relation to computer items removed from the PPE schedule.

646.l'he Fund procured the items in the financial year 2018/2019 but the payment was declined ori
recommendations of both the pending bills committee and the Internal Audit function.
However, the reversals and their accourting treatment have not been supported.

647.Further, although the Fund has possession and has used the unpaid for items, the liability of
the amount payable to the supplier has not been recognized in the financial statements.
Consequently, the accuracy and fair statement of the reported property, plant and equipment
balance of Kshs8,504,009 as at 30 June, 2020 could not be confirmed.

Submissions by the Accounting Officer
648.The Accounting submitted that:

i' The fixed asset schedule showed a reversal of Kshs |,437,OOO in the financial
statements under audit. This payment was for M/S LAN Solutions for the supply
of Router and UPS to facilitate the connection to the Government Common Core
Network (GCCN).

ii. The payment was indicated in the cash book as paid on 30th June 2019 vide
payment voucher 1085 and cheque number 4973, However, the same was reversed
six months later on 3 I st January 2020 as the payment did not go through in the
Fund's bank accounts.

iii. The claim for Kshs 1,437,000 was subjected to the Fund pending bill committee
and the internal audit for verification and both the committee for pending bills and
internal audit recommended that this was a contingent asset.

iv. Despite the assets being in the funds procession, the reversal was necessary to
comply with the International Public Sector Accounting Standards (IPSAS), Fy.
201912020 that was issued by National Treasury;

v. The IPSAS requires the entity not to recognize the contingent asset in the financial
statements but disclose details of the asset in the notes to the financial statements.

t62



For fair preserrtation of the financial statements and lbr them to be consistent with
the books of accounts the entry of Kshs I,437.000 was expurlged from the schedule

of fixed assets and disclosure of the reversal is indicated as a footnote irr the

fi nancial statelnerlts.

Observations and findings of thc Committcc
649.The Committee observed that:

i. The non-inclusion of the assets and the reversal was necessary to courply' rvith thc

international Public Sector Accourtir,g Standards (IPSAS) - the IPSAS require the entity

not to recognize the contingent asset in the financial statements but disclose details of the

asset in the notes to the financial statements and therefore, the audit issue is resolved;

ii. The reversals of the cost of and depreciation of col'rlputers items was not disclosed in the

financial statemerrts;

iii. Details of supporting documents tbr reversals of Kshs I,437,000 for M/S LAN Solutiotis

were provided: and

iv. Tl're matter was resolved.

Rccommcndations of the committcc
650.The accounting officer should ensure that all applicable :rccounting and financial

controls, systems, standards, larvs, and proccdurcs arc follolvcd in thc prcparation of thc

financial statements in compliancc rvith Public Financc Management Act,2012 and in
accordance with the standards prcscribcd by thc Public Scctor Accounting Standartls
Iloard and in compliancc rvith Rcgulation l0l(4) of thc I'ublic F'inancc Man:rgcmcnt

(National Government) Regulations, 2015.

(9) Non-Compliancc rvith thc Larv
65l.Contrary to the provisions of Section l8(1) of the Public Finance Management (National

Government) Regulations,20l5, the Fund did not have a Public Finance Management

Standing Committee. It was therefore not possible to establish how the mandate of the

Committee was carried out during the year under review.

Submissions by the Accounting Officer
652.The Accounting officer submitted that;

i. The Fund has established a fully-fledged Public Finance Management Standing Cornrnittee

and appointment letters of members and minutes of the comnrittee were provided for audit

verification; and

ii. The Finance management cornmitlee is responsible lbr ensuring that, there is a priolitizatiorr

ol resour:ces allocated to the errtity for the slnooth implernentatiorr of the entitl's rnission.

strategy, goals, risk policy plans and objectives.

Observations and findings of thc Committee

163



653.The Committee observed that:

i, the Fund did not have a Public Finance Management Standing Committee Contrary to the

provisions of Regutation l8(1) of the Public Finance Management (National Government)

Regulations, 2015;

ii. Functions of the Public Finance Management Standing Committee were not carried out

during the year under review;

iii. The Fund has since established a fully-fledged Public Finance Management Standing

Committee in compliance with Regulation 18(1) of the Public Finance Management

(National Government) Regulations, 2015; and

iv. The matter was resolved.

Recommendations of the Committee
(r,54.Thc Accounting Officcr should cnsure that the Public Finance Management Standing

Committcc is always fully constituted and functional as provided in Regulation 18(1) of

the PFM (National Government) Rcgulations, 2015.

(10) IrregularProcurements
(10.1) Consumables - Office and General Supplies

655.Contrary to the provisions of Section 69(2) of the Public Procurement and Asset Disposal Act,

2015 which provides that no procurement approval shall be made to operate retrospectively

to any date earlier than the date on which it is made, the following instances of breach of the

provisions were noted:

(10.2) Supply and Delivery of Toners

656.The Fund floated quotations referenced UWZ/RFG/003/2019-2070to three prequalified firms

for the supply and delivery of assorted tonners on 13 November, 2019. This was against a

requisition of the ICT Unit of 24 October,2019. The three firms responded and were evaluated

with the comlnittee recommending award to all the firms based on their lowest quoted prices

o1 assorted toners of Kshs 582,000 on 16 December, 2019. However, purchase orders

nurnbers 2944635,2944636 and2944637 were issued on 16 December,2019 ahead of the

professional opinion approval on 23 Decetrber,2019.

Submissions by the Accounting Officer
657.The Accounting Officer submitted that:

v. Requisitions for the above items were received from the ICT Department vide internal

memo dated 24tl'October,2019 after approval by the Flead of Secretariat. Quotations for

the same were floated on 20th November 2019 and quotations were opened on 13tlt

December. 2019 for the prequalified firms which responded.

vi. The Ad Hoc evaluation committee deliberated on the quotations and prepared their report

on l6tl' December, 2019.
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vii. The professional opinion was preparecl on I 6th December 20 I 9 by the l-leagl Supply Chail
Management and forwarded forapproval to the Ileacl of Secretariat ancl approvecl on 23rd
December, 2019; and

viii. The Local Purchase Orders were raised on l6th December20lg anct were approvecl by the
Head of Secretariat on 1310112020. Iu view o1'the above, no pr-ocllrerrrent approval rvas
made retrospectively to any date earlier than the date ou lvhich it is nrade,

Obscrvations and findings of the Committee
658.The Committee observed that;

i) Purchase order nunrbers2944635,2944636 and2944637 were issured on l6 December,
2Ol9 while the head of the proclrremerrt gave a professional opir,ion on 23 December,
2019:

ii) Procurernent documents were not approved retrospectively: and
iii] The matter was resolved.

Rccommendations of the committcc,
659.The Committce recommentls that thc Accounting Olficer ahvays ensurc that nll

applicable accounting and financial controls, systems, standards, larvs, ancl procetlures
are follorved in the procurement of gootls and scrvices in compliancc rvith public
Procurement and Asset Disposal Act,20ls antl its llcgurations.

(10.3) Supply and Delivcry of Publicity Materials
660.The Fund also floated qllotatiorls referenced UWZ/RFQ l}l3l2}lg-2020 lbr the sr,rpply arrcl

delivery of publicity materials on 20 November,2019. However, the requisitiorr by the user
department of 4 December,20l9 was later than the request for qr.rotation date. Three firms
responded and the evaluation committee evaluated and recommended for award to the lolvest
bidder at a cost of Kshs 329,200 on l6 December,20l9. However, purchase order number
294462 was issued on l6 Decetnber,20l9 ahead of the professional opinion approval of 23
December,2019.

Submissions by the Accounting Officer
66l.The Accounting Officer submitted that;

i' Three firms responded and the evaluation committee evaluatecl and recouurencled ttrr
award to the lowest bidder at a cost of Kshs 329,200 on l6 Decerrber, 201 9 ancl the Local
purchase order number 294462 was also issued on 16 Decerrrber. 2019 befbre the
professional opinion was given on 23 December, 2019.

ii. Tlre Local Purchase Order no.294462 statecl above is not iu our recorcl. I-lowevcr. or.dcr
no.2944627 was raised on l6th December 2019 and was appr.oved by the t-lead ol'
Secretariat on 13 101 12020.
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iii. Management did not approve any procurement document retrogressively

Observations and findings of the Committee
662.The Committee observed that:

i) User requisitions frorn departrnents were submitted after quotation had already been

floated;

ii) LPO number 294462 was issued on l6 December,20l9 before the professionalopinion
was given on 23 December, 2019;

iii) The Accounting officer was in breach of the law;
iv) The audit matter is not resolved.

Ilccom menclations of the com mittee
663.'l'hc Committee recommends that the Accounting Officer ensures that all applicable

accounting and financial controls, systems, standards, larvs, and procedures are followed
in the procurement of goods and services in compliance with Public Procurement and
Asset Disposal Act,2015 and its Regulations.

(10.4) Repairs and Maintenance
664.lncluded in the repairs and maintenance expenditure of Kshs5,792,173 are expenses for which

irregularities were notable: -

(10.5) Motor Vehicle Repairs
665.The Fund's motor vehicle was involved in a road accidenton26 December,20l9. On 3l

December,20l9, the State Department of Infrastructure issued an accident inspection report
indicating the economical estimated cost of undertaking the repairs at Kshs 1,700,000. The
Fur-rd then adopted the request for quotation method of procurement to source for a service
provider to undertake the repairs. The order and invoice were then raised on l4 April,2020
and 20 May,2020 respectively, followed by a payment of Kshs 1,680,000.

666.However, although the three bids were signed and stamped on 27 February, 2020, the
acknowledgement of receipt of the quotations by the Fund was dated 2l February, 2020, which
was earlier than the date of bidders submission. The inconsistency has not been explained.
Also included in the repairs and maintenance expenditure cost is Kshs 1,156,305 paid to
service providers for repairs and servicing of motor vel'ricles whose supporting procurement
documents were not made available for review to confirrn if the due procurement process was
adhered to.

Submissions by the Accounting Officer
667.The Accounting Officer submitted that;
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Tlrree qLlotatiolts werc issucd to thrcc tlrms u,ho evcntuzrlly responded. -l"hc rcqucst Iirr
quotations,,vas issued on 21st February,2020 but the receiving stamp was inaclvertently
used for stanlping instead of the forwarding one.

The issue date for qr"rotation was 21st February,2020 and the final sr-rbmission date was
not later than 28th February, 2020. This can be confirmed liorn our Quotation Register
that is hereby attached for audit revieu,.

Observations and findings of the Committcc
668.The Committee observed that:

i. The expenditure of Kshs 1,156,305 for repairs ar"rd servicing of motor vehicles was not
supported by procurement documents to confirm whether the procurement process was
properly followed.

ii. Quotations for repairs and servicirrg of the vehicle involved in a road accident werc
received aud ackuowledged on ?l Februnry,2020 ',vliilc the satlte quotations rvcrc signccl.

issued and stamped on27 Febmary. 2020. by thc l-'urrdl and

iii. The rnatter remained unresolved.

Recommendations of the Committee
669.The Committee recommends that:

i. Within three (3) months upon the adoption of this report, the Accounting Officcr
submits supporting documcnts for Kshs 1,156,305 pertaining to repairs and
maintcnance to the Auditor - Gcneral lbr audit vcrilicirtion and rcporting in tlrc
subsequent audit cycle.

ii. The Accounting Olllcer should ahvays cnsurc that all applicablc accounting antl
financial controls, systcms, st:rndards, larvs, and proccdurcs are follorvcd in thc
procurcment of goods and scrviccs in compliance rvith Public Procurcmcnt and
Asset Disposal Act,2015 and its Rcgul:rtions.

(10.6) Repair of Printers and ICT Equipment

670.The Fund paid Kshs 210,000 on 19 May 2020 for maintenance and configuration of Local
Area Network (LAN) points, trunking installation, repair and reconfiguring of the slrielded
twisted pair UPT CAT6 cable wireless points. The payment was done against purchase order
number 1453121 of 9 March 2020 and invoice No.l064 of 25 March 2020. Further, the Fund
paid ourt Kshs 164,000 for the repair of printers and UPS on 30 June 2020 against order
No.1453127 of l4 April,2020 and invoice No.284l2020 of l5 April 2020. Flowever. in both
circumstances, the winning bidders'Tax Cornpliance Certificates had expired. and ther,,uvere

ineligible to bid for the works.

ll
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Submissions by the Accounting Officer
671.The Accounting Officer sr-rbmitted that:

i. The Fund paid Ksh 210,000 to Dechtech Solutions for maintenance and configuration of
its Local Area Network (LAN)

ii. The tax cornpliance certificate for Dechtech Solutions had not expired when it submitted
its quotation.

iii. Management made another payment of Kshs 164,000 against order No.1453127 to M/S
Softcopy Enterprises to repair UPS and printers on 3Oth June,2O2O

iv. The evaluation cornmittee ascertained the validity of the tax Compliance Certificates,
which were valid up to 20,01 .2020.

Observations and findings of the Committee
(t7 2.'l-he Comm ittee o bserved that-

(i) 'fhe Fr.rnd did not violate Public Procurement and Asset Disposal Act,20l5 because the
tax Compliance Certificates of the bidders had not expired when the quotations were
submitted;

(ii) The evaluation committee confirmed the validity of the tax Compliance Certificates,
which were valid up to 20.01 .2020;

(iii) The matter was resolved.

Ilccommcndations of the Committee
673.'l'he Committee rocommcnds that the Accounting Of{icer should always ensure that all

applicable accounting and financial controls, systems, standards, laws, and procedures
are followed in the procurement of goods and services in compliance with Public
Procurement and Asset Disposal Act,2015 and its Regulations.

(10.7) Procurement of Motor Vehicle Tyres.
674.The Fund paid Kshs I ,052,990 for supply of tyres on l6 March, 2O2O vide order No.2944624

of l3 January,2020, delivery note No. 0140 and invoice No.0140 both of 2l February,2O2O,
Counter Receipt Voucher No.8663971 and acceptance report of 26 February, 2020. However,
the prices of the tyres paid for were significantly above the recommended Market Price Index
Survey Results of Public Procurcment Review Authority (PPRA) for the month of February,
2020 as detailed below:

Tyre size Fund Buying Price

(Ksh)

PPRA Price
February 2020 (Ksh)

Price Overcharge

(Ksh)

265t65R17 47,250 14,482 32,769

26sl65R18 50,800 15,756 35,044
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24st70P.16 3 8,500 I 3.739

195/6sRl s 45,000 6,61 I 3 8,3 89

24.161

675.No explanation was rendered for the procuremerrt at prices higher tlrarr the prevailing markct
index. I'he Fund did not realize value for nloney ft'om thc expencliture of Kshs 1.052.990 on

the supply of tyres.

Submissions by the Accounting Officer
676.The Accounting Officer Sr"rbmitted that:

i. The tyres were procured usirrg prevailing prices as quoted by the suppliers.
ii. The tyres acquired were from BF Goodrich and Bridgestone brands that withstand the

terrain of the Constitr.rencies.

iii. The Fund required tyres of high quality. durable and ol' wider rrrileage coverilgc.

Corrsequently, the Fnnd resorted to undertake its or,vn nrarket survev irr conrpliarrcc r,ritlr

Section a3(4) of the Pr.rblic PLocurernent arrd Assct Disposal Act.20l,5 as inclicatccl in thc

table below;

Size Markct Survcy Quotcd Price Brnnd

I 26sl6stRrq 48,720 50,800 BF Goodrich

2 265165|Rl7 43,340 47,250 BF Coodrich

J 265t70tR16 41,400 45.000 BF Gooclrich

4 195/Rl5C 35,400 3 8.500 Ilridgestone

Observations and findings of the Committce
677.The Committee observed that:

i. The motor vehicle tyres were procured usirrg the prevailing rnarket prices at that tinre:

ii. Management undertook its own market sLlrvey before pr"rrchasing the motor vehicle tyrcs itt

compliance with Section 43(4) of the Public Procurement arrd Asset Disposal Act, 201 5 arrcl:

iii. The matter was resolved.

Recommendations of the Committee
678.The Committee recommended that the accounting officcr should always ensure that all

applicable accounting and financial controls, systcms, standards, Iarvs, and proccdurcs
arc follorvcd in thc procurcmdnt of gootls and serviccs in compliancc rvith I'ublic
Procurement and Asset Disposal Act,20l5 and its Ilcgulations.
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(10.8) Transportation Service and Supplies

679.'fhe statenlent of financial perfonnance reflects an expenditure of Kshs SZ,O77,333under use
oi'goocls and services which, as disclosed in Note 10 to the financial staternents, includes an
arnount of Kshs 21,063.313 in respect of transportation service and supplies. Included in the
amoLlnt are paymellts totalling to Kshs 1,882,060 by way of daily subsistence allowances to
various officers to earry out activities that forrn parl of their daily routine tasks, duties and
responsibilities including preparation of annual financial statements and quarterly reports. No
justification was rendered for the decision to undertake routine tasks outside the office.

680.1n the circumstances, it was not possible to confirm if value for money was realized from the
expenditure of Kshs 1,882,060 on daily subsistence allowances on routine tasks.

Submissions by the Accounting Officer
68l.The Accounting officer submitted that:

i. The statement of financial performance reflected an expenditure of Kshs 21,A63,313 in
for transportation service and supplies. The expenditure included payments totaling to
Kshs 1.882.060 for daily subsistence allowances to various officers who were involved
in preparing the strategic plan for the Fund.

ii. The Fund depends on staff deployed from other MDAs to execute specific tasks for the
Fund.

Observations and findings of the Committee
682.The committee observed that:

i. The payments were made to officers who were involved in preparation of the strategic plan
for the Fund. The task required the input of external experts for technical support when
developing a standard policy document;

ii. The strategic plan is a very important document of the organization and is prepared by staff
with high levels of knowledge and skills;

iii. The Accounting officer provided a reason for the payment of Kshs 1,882,060 as allowances
to staff who prepared the strategic plan; and

iv. The matter was resolved.

llecommendations of the committee
683"I.he Committee recommencls that the Accounting Officcr ensures that alt applicable

accounting and linancial controls, systems, standards, Iarvs, and procedures are followed
in the preparation of the financial statements and in accordance with the standarcls
prescribed by the Public Sector Accounting Standards Board in compliance with
Regulation 101(4) of the Public Finance Management (National Government)
Regulations, 2015.

L70



I0.1.3 REPOIIT ON TI.IE AUDITIiD F'INANCIAL S'I'A'I'IiMI',N]'S Ir'()R IIWE,ZO I'TINI)

FOR THE FINANCIAL YE,AII, 2O2IIIzO2I

(1.)Unsupported and Unrcconcilcd Cash and Cash Equivalcnts
684.The statement of financial position rcflcctcd a balance of Kshs2,308,751,932 ttnder cash and

cash equivalents. Flowever, the schedule presented in support of the balatrce reflected an

amount of Kshs2,308,7l 8.934 resultirrg in an unexplained variance of Kshs32,998.

685. Further, as disclosed in Note 15 to the financial statements, included in the balance is

Kshs1,997,846,287 held in eight commercial banks with each of the 290 Constituetlcies

maintaining tluee (3) types of bank accounts namely; main, administration and loan accounts.

However, supporting documents inchlding bank reconciliation statements, cefiificate of barik

balance confirmation, board of survey reports and copies of cash book extracts for 291 bank

accollnts were not provided for audit review.

686.Further, the reported bank balance was delived fronr the bank statenretrt lralances as ilt i0 .lunc.

2021 instead of the cash book balances. Tliis is a departure tl'ortt thc qcncrallr' zlcccptc(l

accounting principles and practices. In addition. the Ioatr accotults schcdulcs sttbniittccl in

support of individual constituencies balances amolulted to Kshs 1,128,137,461 which varied

with the reported balance in tlie financial statements of Kshs 1,132,555,536, resulting to al'l

unexplained and unreconciled variance of Kshs 4,418,074. Consequently, the accuracy and

completeness of the reported cash and cash equivalents balance of Kshs 2,308,751,932 could

not be confirmed.

Submissions by the Accounting Oflicer
687.The Accounting Officer submitted that:

i. The staten'lent of financialposition sr-rbmitted for aLrdit reflected a balance of cash artd

cash equivalent as of 30tl' .lune 2021 of Ksh 2.308,751,932, comprising current aud

fixed deposit account balances of Ksh 2,307,226,753 and outstanding staff imprests

of Kshs 1,525,180.

ii. The curent and fixed deposit balance of cash and cash equivalent was inadvertently

been overstated by Ksh 32,998, while the staff irnprests had been understated b1' tltc

same amount.

iii. The overcast and undercast were regrettable. I-lowever, the management rvill adjust

the balance of cash and cash equivalent in the financial statemcnts in the succeediug

year.

iv. Late Submission of reconciled cash books was occasioned by lack o[adequate staff

and an automated system.
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Observations and findings of the Committee
688.'fhe Committee observed that:

i. llank reconciliation statements, certificate of bank balance confirmation, board of survey
reports and copies of cash book extracts for supporting documents fbr 291 bank accounts

were not availed for audit review;
ii. The Fund's failure to provide accounting documents on time is attributed to the reliance on

staff from other MDAs to provide reconciliations or expenditure returns. In addition, the

Funds operations are manual, and most constituencies lack sufficient personnel to prepare

and submit the financial documents on time;
(ii) The Fund did not provide reconciliations and an explanation of the variance of Kshs

4,418,074 on the loan account schedules; and

(iii) The matter remained unresolved.

Recommendations of the Committee
689.The Committee recommends that:

(i) The Accounting Officer should ensure that all accounting documentation is

received rvithin reasonable time in compliance with the provisions of Public
Finance Managemcnt Act,2012 section 68(2)(b) and (c) and Regulation 100 of the
Public F-inancc M:rnrgement (National Government) Regulations, 2015.

(ii) The Principal Secretary, State Department for Youth Affairs considers to
deploying a Youth Officer in each constituency for efficient reporting and
accountability of expenditures and improved administration of the Fund;

(iii) The Accounting Officer ensures that the Fund automates its functions for efficient
reporting and accountability of expenditures;

(iv) Within three (3) months upon the adoption of this report, the Accounting Officer
submits bank reconciliation statements, confirmation certificate of bank balance,
board ofsurvey reports and copies ofcash book extracts for the29l bankaccounts
to the Auditor General for audit verification and reporting in the subsequent audit
cyclc.\

(2.) Unsupported Long-Term Receivables

690.'l'he statement of financial position reflects a balance of Kshs 4,640,480,509 in respect of long-
term receivables - outstanding loans to groups as 30 June, 202l.The balance has been derived
by adjusting loan capital fund grants of Kshs 6,654,087,019 for amount of monies presumably
held at the Central Bank of Kenya, loan repayments and main accounts of Kshs 48,702,1 19,

Kshs 1,132,555,536 and Kshs 832,348,855, respectively. However, the presumed bank
balances were not supported.
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691.Further, as previously reported, thcrc were r1o debtors'leclgers cletailing loans issued by thc
Fund since inception and repayrneuts nrade ovcr the years on accoLlnt ol'loan re coverics. 'l'hcrc

wel'e no comprehetrsive loan listings or aging auzrl1,sis iu support o{' the loans.ln tlrc
circttmstances, the accLlracy and completeness oIthe reported rcccivablcs olrtstanding balzincc
of Kshs4,640,480,509 could not be corrfirmcd.

Submissions by the Accounting Oflicer
692.The Accounting officer submitted that:

i. The statement of financial position reflected a balance of Kshs4,640,480,509 in respect of
long-term receivables - outstanding loans to groups as 30 June, 2021 . The balance hacl been

arrived at by adjusting loan capital fund grants of Kshs6,654,087,019 for amount of morries
held at Central Bank of Kenya, loan repayrnents and main accor.rnts of Kshs48,702,119,
Kshs1,132,555,536 and Kshs832,348,855 respectively.

ii. Bank balances for the Loan Repayment and Mair, Accounts held in all the banks. lor
constituencies and the banli balance certiflcate [ol the Ceritral Bank AccoLrnt wcrc availablc
tbr ar"rdit confi rmation.

iii. The Fund operations are constituency-barsed, so the priu-rary loan records are nlaintainecl in
the constituencies. However, the constitr.rencies sr-rbmitted summaries of loan records as

obtained from the primary loan records to the Fund.

iv. The slow submission of loan records was occasioned by the manual operation of the lrund
and reliance on staff from other depaftments for the irnplementation of its prograrns at tl'le
constituency level.

v. The loan listings for 232 constituencies, representing 80% of the constituencies, were
attached for Audit confirmation.

vi. The group records were maintained from the Constituency level. LIe suggested that the

Auditor General considers auditing the docurnents at the Constituency level.

vii. The Fund trained 100 officers annually in book arrd recorcl keeping.

Observations and findings of the Committee
693.The Committee observed that:

(i) The Fund did not provide supporting documentation for the outstanding loan balance oI
Kshs4,640,480,509.

(ii) The Fund did not provide debtors' ledgers detailing the loans issued by the Fund since
inception and the repayments made over the years for audit review;
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(iii) 'fhe 
Fr-rnd did not provide for audit review a comprehensive loan listing ancl aging analysis

supporting the or-rtstanding loans.
(iv) tlie Matter reurained unresolved.

Recommendations of the Committee
694.The Committee recommends that:

i' The Accounting Officer should ensure that necessary financial and accounting
records are kept in compliance with the provisions of the Public Finance
Management Act, 2012 section 68(2)(b) and (c) and Regulation 100 of the public
Finance Management (National Government) Regulations, 2015;

ii. The Principal Secretary, State Department for Youth Affairs considers deploying
a Youth Officer in each constituency for efficient reporting and accountability of
expenditures and improved administration of the Fund;

iii. The Accounting Officer ensures that all outstanding audit issues are resolved as
required by Section 68(2Xl) of the Public Finance Management Act, Z0l2 and
Section 53(l) of the lrublic Audit Act, 2015;

iv. Within three (3) months upon the adoption of this report, the Accounting Officcr
should submit the follorving documents to the Auditor General for auclit
verification and reporting in the subsequent audit cycle -

a) Bank reconciliation statements, confirmation certificate of bank
balance, board of survey reports and copies of cash book extracts for the
291 bank accounts

b) Comprehensive loan listing ancl aging analysis supporting the
outstanding loans.

c) Debtors' ledgers detailing the loans issued by the Fund since inception
and the repayments made over the years for audit review.

(3.) Unsupported Constituencies, Administration Costs
695.The statement of financial perforrnance reflected constituencies' aclministration costs of

Kslrsl73,7l3,419. However, ollt of 290 constituencies, only 213 constituencies submitted
tlreir respective expenditure returns totaling to Kshsl 30,468,263, leaving a balance of
Kshs42,645,156 in respect of 77 constituencies which was not supported by comprehensive
expenditure returns. Further, examination of the subrnitted returns from Turkana Central
Constituency revealed unsupported expenditure of Kshs293,000 during the year. Cash sale
receipts were also not supported with electronic tax receipts as required. In the circumstances,
the accuracy and completeness of the constituencies' administration costs of Kshs173,l 13,419
could not be confirmed.

Sutrmissions by the Accounting Officer
696.l'he Accounring Officer sr_rbmitted that:
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Tlie statement of financial pcrformance for the year ended 3Otl' .luue 2021 reflectcd

an amount of Ksh l73.ll3.419 as administratiotr costs tltat was spend by

constituencies durirrg the yeal turder review;

The challenges were attributed to the Fund's stmcture and mauual operations.

The Fr"urd lTad since received and collated the expenditure retltnts lbr 244

constituencies totalling Kshs I 4 1,280.728.92;

Tlris amount, compared to the expenditure of Ksh 173,l13,4l9, translated to 82Yo

support for the expenditure;

Turkana Central Constituency had submitted scanned copies of payment vouchers

and other documents to suppolt the expenditure of Kshs 293,000.

The scanned payment vouchers r,vere provided for attdit confit'uration.

Observations and findings of the Committce
697.The Committee observed that:

i. Administration costs of Kshs 42,645,156 in respecL ot 77 coustituencies were not

supported by comprehensive expencliture retunts fi'om the Constituetrcies;

ii. The Fund's fhilure to provide accounting clocuments on tinre was attributed to tlte reliatrce

or-r staff from other MDAs to provide reconciliatiol'ls or expertditure retttrlls.

iii. The Funds operations are nranual, and nrost constituencies lack of sul'licient pcrsottucl [o

prepare and sr.rbmit the financial docttmeuts otr time.

iv. The Turkana expenditure returns of Kshs293,000 has siuce been provided for audit

verification and tl-rerefore the isstre is droppcd.

v. The matter remained unresolved.

Recommcndations of thc Committce
698.The Committee recornmends that:

(i) Within three months after the adoption of this rcport, the Accounting Ofliccr
should provicle the expenditure returns of the administration costs of Kshs

4216451156 in respect of 77 constituencies to the Auditor -General for audit

verification and reporting in the next audit cycle;

(ii) the Accounting Officer should cnsure that necessary accounting documentation is

submitted within reasonablc timc in compliancc rvith the provisions of I'}ublic

Finance Managcment Act,20l2 scction 68(2Xb) and (c) and llcgulation 100 of thc

Public Finance Managemcnt (National Govcrnment) llcgulations, 201 5; and

(iii) The Principal Secretary Statc Dcpartment for Youth Alihirs considcrs dcploy'ing

a Youth Officer for cfficicnt reporting and accountability of cxpenditurcs and

improved the administration of the Fund.
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Other Matters

(4.)Unresolved Prior Year Audit Matters.
699.Various prior year audit issues remained unresolved as at 30 June, 2021. Management has not

provided reasons for the delay in resolving the prior year audit issues.

Submissions by the Accounting Officer
700.l'he Accounting Officer committed to resolving the matters within three (3) months

Obscrvations and findings of thc Committee
70I .'l'he Committee observed that:

(i) Some prior-year audit issues lemained unresolved as at 30 June 2021 against the

requirement of Section 68(2XI) of the Public Finance Management Act, 2012;and

(ii) The issue is unresolved.

llecommendations of the committee
702.'lhe Committee recommends that rvithin three months of adoption of this reportn the

accounting officer should resolve atl the outstanding audit issues as required under

Section 68(2XI) of the Public Finance Management Act, 2012 and Section 53(1) of the

Public Audit Act,2015.

(5.)Internal Control Weaknesses in Fund Administration at the Constituency

703.The audit noted Structural and control weaknesses in various constituencies as follsws:

i. Failure to institute rneasLlres for effective follow up on beneficiaries of loans leading to

high loan defuulters.

ii. Faih"rre to carry out reconciliations of loan records. As a result, repayments in bank

statements were not reconciled to the loan registers leading to uncleared suspense ledger

balances in Kasipul-Kabondo and Khwisero Constituencies.

iii. Several Constituencies did not update loan registers, bank reconciliation statements and

loan repayments.

iv. The records further revealed deficiencies in documentation, authorization, and approvals

of loans to prevent irregular loans. Individual loan accounts and details of loans

beneficiaries were not maintained in Muhoroni and Khwisero Constituencies. Further,

some groups were given loans yet there was no evidence of approval and completed

application forms.
v. The Uwezo Fund operations in Bureti Constituency appear to have been dormant since

2016 and as a result, outstanding loans may not be recovered.

Submissions by the Accounting Officer
704.'lhe Accounting Officer submitted that
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The secretariat disbursed funds through the constituency bank accognts mai.tai.ecl tbr
every coustituency as provided in Section l9 (c) of the PFM (Uwezo Fr-rncl) Regglations
2014, where constituencies loaned the sanre funcls to beneficiary groLrps;
Docttmentation, authorization approvals, bank reconciliation and follow-up of loan
repayments were done at the constituency level;
The CUFMCs continued to mouut eftbrts towards recorrciliation of loan records clcspite
thc challenge of non-submission of the repaynlent deposit slips by the Fund's
beneficiaries.

The Constituencies officers souglit assistance frorn the local administration to follow up
loan recovery from loan defaulters and at the same time sensitize loan beneficiaries on the
importance of loan repayment.
The management took measures to have loan beneficiaries repay tlrc loans aclr,'ancccl t<r

them;

The managemeut had also improved its guidelines to enslu'e that loan reports. balk
reconciliatioll stateltlents and loan repayrrent reports were submitted on time with
complete and proper documentatiou;
The rnanagenlellt coutinued to ensure that all records were appropriately kept ancl

submitted on time and Khwisero Constituency had since submitted complete loan returns
indicating loans to beneficiaries.

Observations and findings of the Committee
705.The Committee observed that:

i. There are weaknesses iu the internal colltrol systems in the coustituencies level
resulting in: inadequate documentation, accounting, and reconciliatiorr of
accounting records as well as filing of expenditure retlrnrs: clcfrciency in
documentation. authorizatio., approval, ancl recovery ol' loans;

ii. The Fund's deficiencies in the constituency internal control systenr ancl the lhilurc
to provide accounting documcnts on time is attributed to the reliance on sl.erfT fi.orn
other MDAs to provide reconciliations or expenditure returns. In additiol, the Fupcls
operations are manual, and most constituencies lack sufficient personnel to prepare
and submit the financial documents on time.

iii. The matter remained unresolved.

Recommendations of the committec
706.The Committee recommends that:

(i) Within three months of thc atloption of this rcport, thc Accounting Ofiiccr should
ensure that all accounting documcntation is submittctl within rcasonablc timc in
compliance rvith thc provisions of Public Financc Managcment Act, 2012 section
68(2Xb) and (c) and Regulation 100 of the Public Finance Managemcnt (National
Government) Regulations, 20 I S;
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(ii) The Accounting Officer should ensure that all applicable accounting and
financial controls, systems, standards, laws and procedures are followed in
procuriug or in preparation and filing of aceounting documentation in compliance
to the Provisions of the Public Finance Management Act, 2012 and its Regulation
as well as the Public Procurement and Asset Disposal Act, 2015;

(iii) The Principal Secretary State Department for Youth Affairs considers deploying
rlYouth O{ficer in each constituency for ellicient reporting and accountabitity of

expenditures and improved the administration of the Fund.
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I I.O CONSIDERATION OF THB I].EPO'['[ OF'I'I.IE ATJDII'OII GBNBIIAL ON I'I.IE
FINANCIAL STATEMENTS OF TI'IB CIVIL SBRVANTS TIOUSING SCTTEME FUNI)
707.Mr. Charles Flinga, the Principal Secretary State Dcpartrnent lbr IloLrsing ancl [Jrban

Development appealed befbre the Comnrittee on 14tl' April. 2023 to addLrce eviderrce on the

audited financial statemerlt lbr the Civil Servants I loLrsing Scheme Fr"urd for the ycal cndccl

30d'June, 202012021 and202l/2022.!'Ie was accompanied by the lollo',ving officers:
l. Mr. Charles Liyayi - Head of Accounting Unit
2. Mr. John Miya - Director of Administration
3. Ms. Everlyne Nyakware - Chief Finance Officer
4. Mr. John Kaplich -Accountant

5. Mr. Bob Obebo - Accourrtant

6. Mr. Said Athman -Accountant

ll.l Background of the Civil Scrvants l{ousing Schcmc I,'und
708.TIie Civil Servants Housirrg Scheme Fund is establishcd uncler Regulation 3 o['thc Civil

Servants (Housing Schenre Fund) Regulations.2004 as arncnded by Legal Noticc.23l oi
2015. The Fund,,vas established in line with the NationaI Flousing Policy f,or Kenya 2004

(Sessional Paper No. 3) and is intended to cater for special housing needs of civil servants.

The objective and purpose of the Fund is to:

a. Provide housing loan lacilities to civil servants lor the purposes of either
purchasing or constructing a residential lrouse

b. Develop housirig units for sale and for rental by civil servants.
c. Raise furrds for the implerncntation of the objectives stated under paragraphs (a)

and (b) of the regulation.

II.1.I THB AUDITEDFINANCIAL STATBMENTS FOR TTIE CIVIL SERVANTS
I{OUSING SCHEMB FUND FOR THE FINANCIAL YI'ATT 2O2OI2O2I

Basis for Qualitied Opinion
(1.)Inaccuracies in the Statement of Changcs in Net Assets

709.The statement of changes in net assets reflects accounts capital/developrnent grants/llrrcls

balance of Kshs9,080,969,134 as at 30tl'June, 2021. A castillg of the balances gives a total

amoLlnt of Kshs9,080,933,130 resulting in a variance of Kshs36,004. Sinrilarly, the statement

reflects payable 10% deposits reserves balance of Kshs602,785,168 while the supporting

schedule reflects a balance of Kslx602 ,749,167 resulting to a variance of Kshs36,001. Further.

tlre statement reflects capital reserves debit balance of Kshs2,070,562 and deposit for houses

debit balance of Kshs7,577 ,065 whose supporting analysis were not provided for audit review.

Under the circumstances, the accuracy and validity of the statement ol'changcs in nct asscts

could nor be confirmed.

Submissions by the Accounting Oflicer
7I0.The Accounting Officer subrnitted that:
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The re-casting of balances in the statement of changes in net assets did not reveal any error
as indicated in the table below.

Description Amount (Ksh)
As at July 1,2020 9,004,202,642.46
Capital/Development grants received during the year 200,000,000.00
Property Validation and rental collections reserves 152,224,868.00
Accounts payable l0% deposits reserves (602,749,167.28)
Reserves on Sale of Houses 336,938,417.54
Capital Reserves (2,070,562.00)
Deposit for houses (7,577,064.72)
As at June 30,2021 9,080,969,134.00

The l0% deposit reserves balance was reconciled and now reflects the conect balance. An analysis
for Capital reserves of Kshs 2,070,562 and Deposits for houses of Kshs 7 ,577,065 were provided
for audit review.

Observations and Findings of the Committee
7l l.The Committee observed that:

i. The inaccuracies in the statement of changes in net assets were occasioned by the
unexplained variances in the balances and non-provision of supporting analysis of
capital reserves debit balance;

ii. The variations have since been reconciled, and supporting analysis of the capital
reserves was provided for audit verification and

iii. The matter was resolved.

Recommendations of the Committee
7 12.The Committee recommends that:

i. The Accounting Officer ensures that all applicable accounting and financial
controls, systems, standards, laws, and procedures are followed in the preparation
of the financial statements and in accordance with the standards prescribed by
the Public Sector Accounting Standards Board in compliance ryith Regulation
101(4) of the Public Finance Managemcnt (National Government) Regulations,
2015.

ii. The Accounting Officer ensures timely provision of accounting documentation
required for audit verification as per the provision section 31(4), and 53 of the
Public Audit Act, 2015.
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(2.)Use of Goods and Scrviccs
713.As disclosed in Note l2 to the l'rnancial statements, the staternent ol l'rnancial perfbrnrance

reflects an expenditure of Kshs107,340.348 under the use of goods and scrvices. A revie'uv of
the records provided revealed the fbllowing inadcquacies.

a. Unsupported Advertisemcnt, Aw:rrcness and Publicity
7 l4.lncluded in the expenditure on the use of goods and services is an amount of Kshs69,653,0 | 7

incurred on advertisement, awareness, and publicity. However, payment documents in support
of expenditure totalling Kshs19,816,552 were not provided for audit review. Further, the

amount of Kshs69,653,017 includes an expenditure of Kshs29,294,888, whose breakdown
was not provided for audit verification. In addition, the total expenditure includes payments
totaling Kshs31,300.188 relating to generalexpellses, traveland dornestic expenses that r,vere

misclassified under advertisement, awareness, aud pLrblicity.

Submissions by the Accounting Olficer
7l 5.The Accor-intiug Otficer subrnitted that under advertisirrg. a,"val'eness. and publicity. thc cntrics

of Kshsl9,8l6,552 and l(shs29,294,888 are corrcctionaijournalentries made during the year

were as follows:
i. The Kshsl9,816,552 includes correction journalentries as shown in the table belorv:

SAIO Journal entry no Amount
I JV-3000 6,014,966.30

2 JV-3100 7,8 10,300.00

J JV-3300 l2l ,930.00
4 JV-3400 1,629,630.00

5 JV-3500 526,804,00

6 JV-3600 3,692,921.82

8 JV-3700 20,000.00

Total 19,816,552

7l6.The Kshs29,294,888 is a correction jouulal entry; the voucher was provided for review.
717.He further submitted that the Kshs31,300,188 payrnents relating to office stationery, touers,

dornestic travel, and accommodation purchases were colrectly classified since the expenses
were incumed in sr,rpport of publicity arrd awareness activities.

Observations and Findings of thc Committcc
7 I 8.The Committee observed tl'rat:

i. The Ksh19,816,552 and Ksh29,294,888 relate to correctional joulnal entries,

ii. The Accounting officer did not prepare the financial reports to reflect corrections.
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iii. The Matter remains unresolved.

Recommendations of the Committee
7 I 9.]'he Comntittee recommends that:

i. 'l'hc Accounting Officcr cnsures that all applicable accounting and financial
controls, systems, st:rndards,laws, and procedures are followed in the preparation
of thc financizrl statements and in accordance with the standards prescribed by
the Public Sector Accounting Standards Board in compliance with Regulation
101(4) of the Public Finance Management (National Government) Regulations,
2015;

ii. The Accounting Officer ensures timely provision of accounting documentation
required for audit verification as per sections 3l(4), and 53 of the Public Audit
Act, 2015; and

iii. The Accounting Officer submits the correctional journal entries for
Kshl9,8l6o552 and Ksh29,294,888 to the Office of the Auditor - General for
verification within three months of the adoption of this rcport.

b. Unreconciled Training Expenses

720.The expenditure on the use of goods and seruices includes training expenses of Ksh5,000,000.

However, the amount excludes payments totalling Ksh2,511,880, which, although traced in
the cash book, were not included in the ledger, and supporting schedules.

Submission by the Accounting Officer
721.The Accounting Officer subrnitted that the expenditure on training totalling Ksh 5,000,000

included all the payments made under the vote. He further submitted that upon analysis of the
cash book, the fund's management could not identift the payments totalling Ksh2,51 1,880 as

the Auditor did not provide any breakdown. He submitted that all the payment vouchers were
provided for audit verification.

Observations and Findings of the Committee
722.The Committee observed that-

i. The Accounting Officer claimed to have been unable to identifo training expenditure
totalling Kshs 2,51 1,880 as reported by tlie Auditor General; and

ii. The nratter remained unresolved.

Recommcndations of the Committee
723,The Committee recommends that the Accounting Officer liaises with the Office of the

Auditor- General to identify the Ksh2,511,880 training expenses, which was traced in
the cash book but were not included in the ledger and provide the supporting schedules
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to Auditor - General rvithin thrcc months of the adoption of this rcport for audit
verification and rcporting in thc ncxt audit cyclc .

c. Unreconciled Electricity Expcnscs
724,lncluded under the use of goods arrd scrvices expendirure is an arnorurr of l(shs646.048

concerning electricity expenses. Howevcr, the amourrt did not iuclr-rde paynlents anrouuting to

Kshsl,195,55l, which were instead charged to the refurbishrnent of residential bLrildings.
Under the circumstances, the accuracy of the expenditure of Kshs107.340,348 coulcl not be

ascertained.

Submissions by the Accounting Officer
725.The Accounting Officer subrnitted that the amount of Ifths1,195,551 is related to repairs and

maintenance for residential houses and therefore was correctly charged and classified undcr
refurbishment and maintenance of residential buildings.

Observations and Findings of thc Committce
726.Tbe Cornmittee observed thar-

i. l'he atlloullt of Kshs1,l95,55l 'uvas correctly chargecl under the refurbishnrent o1'resiclerrtial
buildings:

ii. The matter was resolved.

(3.) Receivables from Exchange Transactions
727.As disclosed at Note 17 to the financial staternents, receivables from exclrange transacLions

balance of Kshs6,097,035,324 comprised ofcurrcnt reccivables of l(shs392 ,643,328 arncl long-
term receivables of Kshs5,704,3 9l ,996 as at 30 Jr-ure. 202 I . hicluded in the currenr receivables
of Kshs392,643,328 is att antount of Kshs109,647,558 owed by the Principal Secretary-Lands
has remained outstanding for several years.

728.1n addition, the current receivables reflect rent and service charge arrears balances of
Kshs237,105,191 and Kshs45,890,579, respectively. The analysis provided revealed that
although the balances were grouped as current receivables. most of the balances lracl lrccn
outstanding for several years, and sorlc werc running balauccs.

729.Further, Management did not provide details of tlie cornposition ollong-lerm receivablcs ol'
Kshs5,704,391,996 since the ledger extracts provided for audit review did not indicate rhe

names of persons or institutions owing the furrds. In addition, no provision for bad and
doubtful debts has been provided despite some olltstarrding balances for a considerably long
period. In the circumstances, the accuracy and recoveLability of receivables fronr exchange
lransactiotrs balance of Kshs6,097,035,324 as at 30.lune. 2021 could not be corrfimrecl.

Submissions by the Accounting Officer
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730.The Accounting Officer submitted that the query under receivables from exchange

transactions raised three issues as follows:
n. PS Lands- Kshs 109,647,558

731. fhe Accounting Officer subrnitted that Management was formulating modalities for
recovering the amounts that were paid to Principal Secretary State Department for Lands.

b. Rent antl Service Charge Arrears
732.The Accounting Officer submitted that the cument receivables reflected rent and service

charge arrears balances of Kshs237,105,191 and Kshs45,890,579, respectively which remain
outstanding due to delay of submission of payroll by-products from various MDAs and county
governments despite receipt of the remittances. Further, some civil servants remit money by
bank standing orders.

733.However, the management did not disclose the specific purpose of the remittance. Therefore,
if the details of the civil servants in whose respect the MDAs and County Governments pay

the remittances are not provided, the Fund cannot clear the balances in each client account.

c. Long term Receivables of Kshs 5,704,391,996 Schedules
734.The Accounting Officer submitted that the long-term receivables include: -

i. Mortgage recoverable scheme- Kshs 1,419,177,345.95

ii. Mortgage recoverable KCB S&L- Kshs 2,982,517,555.80

iii. Mortgage recoverable HFCK- 1,247,479,940.02
iv. Group Insurance Recoverable- 55,217 ,154.46
v. The Fund provided schedules to support the long-term receivables for verification.

Obscrvations and findings of the Committee
7.i5.]'he Con'rmittee observed that-

i. Current receivables of Kshsi09,647,558 owed by the Principal Secretary-Lands
remained outstanding for several years;

ii. The Fund did not provide for ar.rdit review the details of the composition of long-term
receivables of Kshs5,70 4,39 1,99 6;

iii. The Fund made no provision for bad and doubtful debts despite some balances remaining
outstanding for a considerably long period;

iv. There is a need to digitize the system to ensure the by-product is generated through the
EPR system and is integrated into the IPDD system to provide monthly statements to
facilitate clearance of balances in each client account; and

v. The matter was not resolved.

Recommendations of the Committee
736.The Committee recommends that:
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i. The Accounting Ofliccr .sutrmits a status rcport on thc rccovery of thc Ksh.
109,647,558 paid to PS Lands to thc Auditor - Gcneral rvithin thrcc months of
the adoption of this rcport.

ii. The Accounting Officer submits dctails of the composition of long-tcrm
rcceivables of Ksh. 517A4391,996 to the Auditor General for vcrification rvithin
three months of adoption of this report by the National Assembly.

iii. Within three months of adoption of this rcport, thc Accounting Officcr submit a

progress report, on the digitization of thc systcm, to ensure the by-product is

generated through the EPR system and is intcgrated into the IPDD systcm to
provide monthly statements to facilitate clcarance of balances in cach clicnt
account to the Auditor - General for verification and reporting in the ncxt audit
cycle .

(4.) Cash and Cash Equivalents
737.As previously reported and as disclosed in Note l6 to the huancial statements, the statement

of finarrcial position ref'lects a cash and cash eqtrivalerrts balance of Kshs2,234.665.183 as at

30 June, 2021. However, the bank leconciliation statenreut tbr the deposit accoru.lt rellccts un-

banked receipts totaling Kshs17,840,670 out of which arrolutts totaling Kshsl4.360.l96 rvas

in respect to the 201812019 and 201 912020 fir ancial years.

738. Further, the reconciliation statement reflects unrepresented cheques totaling Kshs21,274.256,

out of which clearance status tbr payments totaling Kshs1.709,090 was not provided. In
addition, the clearance stat[rs of receipts in the bank statelnent not in the cash book aurountirrg
to Kslrs182,667,400 was not provided. In the circumstanccs, it was not possible to conflurr
whetherthe cash and cash equivalents balance ol-t(shs2.234.665.18i as at 30.lune. l02l u,as

fairly stated.

Submissions by the Accounting Officer
739.The Accounting Officer submitted that the query under cash and cash equivalents raised issues

relating to bank reconciliation statements on receipts in the cash book not in the bank,

payments in the cash book not in the bank and receipts in the bank not iri the cashbook. I-le

submitted that the differences might occur due to a Iack of full documentation ancl. ir.r sorrrc

cases, errors of ornission.

740.He also stated that management was in the process of reconciling allthe olltstanding balances

with a view of updating the clearance in subsequent bank reconciliations and providing for
adjustments in the cashbook and subrnitted the follo',ving progress.
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7 41 .The receipts in the cash book, not in the bank of Kshs 1 7 ,840,670 included some receipts that
could be traced in that bank staternent. However, the Management has since traced a total of
Kshs 14,722,495.00. The verification was ongoing to reconcile the outstanding balance of Ksh
3.1 18,175.00.

b. Payments cash book not in bank
742.The payments in the cash book, not in the bank totaling Kshsl ,709,090 included a reversal

entry of Kshs 700,000. Further verification was ongoing to clear the or.rtstanding balance of
Ksh.s 1.009,090. The Fr-urd provided an extract of the cashbook for the Ksh 700,000 reversal

crrtrl' Ibr verifi cation.

c. lleceipts in bank not in cashbook
743.Receipts in the bank amounting to Kshsl 82,667 ,40A and not in the cashbook were because of

remittances from various MDAs and county governments that lacked supporting
documentation detailing the purpose of remittances.

Observations and Findings of the Committee
744."fhe Committee observed that-

i. The Fund did not conclude the verification to clear an outstanding balance of Kshs 1,009,090

is a payment in the cash book, not in the bank.

ii. Tlre management established the source of bank receipts amounting to Kshs182,661,400.
iii. The management did not reconcile the outstanding balance of Ksh 3,118,175.00.
iv. The matter was unresolved.

Ilccommcndations of the Committee
745.-l'he Committee recommends that:

i. The Accounting Oflicer verifies and clears the outstanding balance of Ksh
1,009,090, which is a payment in cash book not in the bank within three months
of the adoption of this report by the National Assembly and submit documentation
to Auditor-General for audit review and reporting in the subsequent audit cycle.

ii. The Accounting Officer undertakes monthly bank reconciliations as per
Regulation 90(l) of the PFM (National Government) Regulations 2015.

iii. The Accounting Officer shouldn within three months of the adoption of this report
give a report to the National Assembly, on the follorv-up with MDAs and County
Governments to provide documentation for remittances.

iv. The Accounting Officer reconciles the outstanding balance of Ksh 3,118,175.00
within three months of the adoption of this report and present the reconciliations
to the Auditor-Gcneral for audit verification and reporting in the subsequent
audit cycle.
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Othcr Matters
(5.) Budgetary Control ancl Performancc
746.The statelnent of comparison of budget and actual altloLutts rellccts thc finerl l'eveuuc bLrclgct

and expenditure budget of Ksh372,275,206 ancl Ksh240,518.763, respectively, resulLing in a
variance of Ksh131,756,443. No explanation was provided fot the unbalanced budget. In
addition, the Fund expended Ksh155,864,653 against an approved br-rdget of Ksh240,518,763
resulting in an under-expenditure of Ksh84,654,110 or 35%o of the burdget.

747 .ln addition, it was not possible to confirm whether the Fund was authorized to incur the total
expenses of Kshl 55,864,672 reflected in the statement of financial performance for the year

ended 30 June, 2021, wliiclt is contrary to Regulations 5l(2) of the Public lrinancc

Management (Natiorial Government) Regulations, 201 5 that recluires expcnditurc
commitments for the supply of goods and services to be controlled against spending ancl

procurement plans approved by the responsible Accounting Officer based on allocations fronr

Lhe approved budget

Submissions by thc Accounting Olficcr
a. Iludgeted llcvcnuc

748.The Accounting Officer submitted that the Fund's revenLre includes nlortgage interest.

investment interest, bank interest, rental incorne, sale of forms and exchequer receipts fronr

the National Treasury. The unceftainties around the exchequer arnount to be received from
Treasury, the mortgage uptakes and prevailing investment interest rates bring a challenge to
predict the revenues for the year hence the Fund reports the actual revenLles in the statement

of comparison of budget and actual anroLlnts.

b. Under cxpenditure
749.The Fund's operations were affected by Covernment-Covid l9 restrictions. arrd thcrelbrc.

most of the Fund operations could not be undertaken, resulting in unclcr-expenditurc.

c. Approved Budget
750.The Fund provided the approved budget for the financial year 202012021 and the Scheme

Management Committee minutes for audit verification.

Observations and Findings by thc Committce
751 .The Committee observed that-

i. The Accountiug Officer did not provide the supporting documents relating to the budget

at the time of the audit

ii. The accounting could not accurately forecast on revellue strearns due to the uucertaintl, iu
mortgage uptakes and prevailing investment interest rates.

iii. The nlatter remains unresolved.
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Recommendations of the Committce
I 52.The Committee recommends that-

i. The Accounting Officer engages the services of an actuarial scientist to predict the

uncertain revenues in subsequent financial years.

ii. The Accounting Oflicer ensures timely provision of accounting documentation

required for audit verification as per sections 3l(4), and 53 of the Public Audit Act,
2015.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

llasis lbr Conclusion

(6) Machakos Housing Project
753.As reported in the previous year, the contract for the Machakos Housing Project was awarded

on 25th August 2017 at a suln of Kshs 706,500,000 which was later revised to

Kshs744,475,735 for a duration of ninety-six (96) weeks ending on 2l't June, 2019. An

extension of time was subsequently granted to 20th November 2020. Information provided by

the Management indicates that the project was completed, and a practical completion

certificate was issued on l2th August,2020. However, as similarly reported in20l9l202A,
payments amounting to Kshs10,639,982 were made out from the contract without adequate

supporting documents, contrary to Regulations 99(3) of the Public Finance Management

(National Government) Regulations, 201 5.

Submissions by the Accounting Officer
754.The Accounting Officer submitted that the payments amounting to Kshs10,639,982 that was

made out from the contract were made following a valuation of work done and a payment

certilicate issued by the Project Manager, who was the Works Secretary, State Department of
Public Works. Upon realizing the insufficient sLlpport documentation, the Management

recovered the total amount of Kshs10,639,982 from subsequent payments under Payment

Certificate number 33.

Field visit by the Committee
755.On Friday, 5'l' May 2023, the Comn'rittee conducted an inspection visit to the Machakos

Housing project. The purpose of the visit was to ascertain, veriff and inspect the physical

implernentation of the project. The committee established the following:
a) Project Description

756.The project entails construction of 200 housirlg units of 100 No. three bedrooms units and 100

two bedrooms units in 6 blocks with associated works consisting of electrical and mechanical

installations and civil works.
b. Projcct Details
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Commencernent of the project - 25th August 2017

Completion date - l2rt' August 2020

End of defects liability period - lOrhJune 2021

Initial contract sum - Kshs 706,500,000.00

Revised contract sum - Ksh s 744,475,735.2g

c. ContractorsDetails:

Main Contractor: Vee Vee Enterprises Ltd

Plumbing and Drainage contractor: Volcanic plumbing works

Electrical Works Contractor: power llagle Enter.prises Ltd

Civil Works Contractor: Su.-Jua Builders Ltd

d. Contract Progress Report

757.The project is complete arrd handed over to the client. The units were hanclecl over to the
beneficiaries who are in occupation as from l't January. 2022.T1testatus is as inclictecl irr the
table below:
Accommodation No of Units Plinth Area

(M2)
Sale price (Ksh,)

Two bedrooms 100 66 3,300.000.00

Three bed room with
master en-suite.

100 86 4,300,000.00

Total Units 200

e. Sale

758.The Units have been offered for sale to Civil Servants, public servants and members of the
public. The units to be sold to Civil Servants under either outright purchase or tenant
purchase terms while those sold to other Public Servants and memLers of the public will are
sold under outright purchase terms. Sale of the rernaining units is ongoing. fhe sale status is
as indicated in the table below:

S/No. Location flouse Typology Total No. of
Units

Sold to date Unsold to

date

2 bedrooms 100 35 65
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Machakos 3 bedrooms 100 64 36

99 101

f. Titling
759.Part Development Plans (PDP) and survey plans have been prepared for the purposes of

titling of the larrd. Sectional properties survey for the units has also been done through
Survey ofKenya.

Observations and Findings of the Committee
760.The Comrnittee observed that:

i. The Management recovered Kshs10,639,982 from subsequent payments under

Payment Certificate number 33.

ii. The matter was resolved.

b. Delay in Completion and Failure to Recover Liquidated Damages for Embu
Housing Project.

761.As reported in the previous year, the oontract for the Embu Housing Project was awarded at a

sum of Kshs843,932,665 and later revised to Kshs866,737,918 for a duration of ninety-six
(96) weeks ending on 20 June, 2019 and later revised to 3 1 July, 2020. However, information
available indicates that the project was completed on 3l't December202l. The project was

thus behind schedule by 68 weeks by the time of completion. Review of the contract document

further indicates that liquidated damages were provided at the rate of Kshs300,000 per week

which translates to Kshs20,400,000 for the 68 weeks duration. However, no evidence was

provided for audit review to confirm that the liquidated damages were charged and recovered

as provided for in the contract.

Submissions by the Accounting Officer
762.The Accounting Officer sr-rbmitted that the contract for the Embu project provided for the

Main Works contract, nominated Civil Works, Electrical Works, and Mechanical Works sub-

contracts. The Project Manager for this project was the Works Secretary, State Department

for Pr"rblic Works. Each contract specified the liquidated & ascertained damages per week in
case of delay in cornpleting the works. The damages are as follows:

i. Main Works Contract Kshs 300,000.00 per week
ii. Civil Works sub-Contract Kshsl00,000.00 per week
iii. Mechanical Works sub-contract Kshs 50,000.00 per week
iv. Electrical Works subcontract Kshs 5,000.00 per week

763.I{e further sr"rbrnitted that Civil Works Sub-contractor and Electrical Works Sub-contractor
caused the delay in the completion of the project. After the expiry of the contract period, the
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Project Manager deducted liquidated damages in all the subsequent valuations and paymerrt
certificates for these sub-contractors after 3l,t .luly 2020.

764.11e submitted that the damages had been deducted li'orn the last valuation, and certif-lcates
were provided for verification. fhe Accounting Oflicer provided the total liquiclated darnagcs
deducted per sub-contractor as follows:

SAIo Delay (weeks) Rate per week

(Kshs)
Total

deductions
I Electricals sub-contractor 66 5,000 330,000.00
2 Civil Works sub-Contractor 70.57 100,000 7,057,000.00

Total 7,387,000.00

Field visit by the Committee
765.On Friday, 5tl' May 2023,the Committee conducted an inspection visit ro the Ernbu l-lousirrg

project. The purpose of the visit was to asceftain, verifr arrd inspect the physical
implementation of the project. The committee established the following:

a. Project Description
766.Tlre project entails construction of 220 housing r.urits of 140 No. three bedrooms units in 7

blocks and 80 No. two bedrooms units in 4 blocks with associated works consisting of
electrical & mechanical installations and civil works.

b. Project Details

Commencement Date

Initial contract period

Initial completion Date

Revised Completion Date

Contract Sum

Revised contract sum

c. ContractorsDetails:

Main Contractor:

Plumbing & Drainage Contractor:

Electrical Works Contractor:

Civil Works Contractor:

24th August,2OlT

96 Weeks (24 Months)

- 20'h June, 2019

- 8th December, 2021

Kshs 843,932,665.00

Kshs 866,737.918.78

Vaghjiyani Enterprises Ltd.

.Ever Fortunes Co. Ltd..

Central Electricals International Ltd

Dachi Ltd.
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d. Contract Progress Report.
767.The project complete and a certificate of practical completion was issued to the Main

Contractor on 8th December, 2021.The units were handed over to the beneficiaries who are in
occupation as from lstAugust, 2022.

Project summary table

Accommodation No of Units Plinth Area
(M2)

Sale price (Kshs)

Two bedrooms 80 70 3,500,000.00

Three bed room with
master en-suite.

r40 90 4,800,000.00

l'otal Units 220

e. Sale

768.The Units have been offered for sale to Civil Servants, public servants and members of the
public. The units to be sold to Civil Servants under either outright purchase or tenant
purchase terms while those sold to other Public Servants and members of the public will be
sold under outright purchase terms. Sale of the remaining units is ongoing.

Status of sale

S/1.{o. Location House Typology Total No. of
Units

Sold to date Unsold to
date

Bmbu

2 bedrooms 80 23 57

3 bedrooms 140 25 I I 5

48 t72

f. Titling

769.Part Development Plans (PDP) and survey plans have been prepared for the purposes of
titling of the land. Sectional properties survey for the units has also been done through
Survey of Kenya.

Obscrvations and Findings of the Committee
770.The Committee observed that;
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The Accounting Officer recovered liquidated damages of Ksh 7,387,000.00 in thc

subsequent valuations and payn,ent certificates for these sub-contractors done after 3l't
July, 2020.

The rnatter was resolved.

II.I.2 REPORT ON THB AUDITED FINANCIAL S'I'A'[IIMENTS FOIT'I'I.IB CIVII,
SERVANTS HOUSING SCHEME FUND FOR TTIIi FINANCIAL YIIAIT 2O2I12(122

The basis for Adverse Opinion
(1.)Inaccuracies in the Financial Statements

771.A review of the financial statements prepared and surbmitted for audit revealed the following
inaccuracies;

i. The work in Progress balarrce of Kshs 2,569.169,152 (Note l8 of the Financial Statements)

was reported under current assets iustead ofuon-current assets.

ii. The Statement of Comparison of Br.rdget and actual amounts rel'lected the final expenditure
budget of Kshs 271,984,361 against the total approved burdget of Kshs 3.250.600.000
cornprising of recurrent expenditure Kshs 3I0,600.000 and development expetlditr-rre of Kshs

2,840,000,000 respectively. The resulting variancc of Kshs 2,978,615,639 was not explained

or reconciled.
iii. Statement of Cornparison of tsudget and actr:al arnoLu'rts reflected final revenue br,rdget ol'

Kshs473,556,292 against approved receipts budget of Kshs 3.400.000,000 resulting to an

nnexplained and unreconciled variance of Kshs 2.926.443,708.

772.\n the circumstances, the accuracy and completencss ol' the flnancial statentents lbl the
financial year ending 30tl'June 2022 could not be confirrned.

Submission by the Accounting Officer
773.The Accounting Officer agreed with the observation of the Auditor General on the need to

reclassifu the work in progress from current assets to Non-Current Assets in the financial
statements of the current period ending 30'l'June 2023. He further submitted that the scheme

reported recurrent budgeted expenditure and attached a Statcmcnt ol'Colnparison of 13udgct

and actual amounts.

774.Lle informed the Comrnittee that tlie Scheme was working with the International Public Sector
Accounting Standards Board (IPSAS) to come up with a terlplate that is unique to the
operations of the Scheme to align the budgeted revenue to the budgeted expenditure eurd to
cater for development budget and expenditure.

775.'fhe Accounting Officer indicated that the Scheme reported actual revenlres under the I'rrral

budget column in the Statement of Comparison of Budget and actual amounts instead of the

final revenue budget figures. This is because of the fluctuating nature of the revenue streams

ll
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oFthe Scheme. Flowever, in the subsequent yeal's, the Scherne shall be keen to report the f,rnal

budgeted revenues as a comparison figure in the financial statements per Auditor's
recommendation.

Observations and Findings of the Committee
776.The Committee observed that;

i. The Accounting Officer adrnitted that the work in progress balance of Kshs

2,569,769,152 (Note I 8 of the Financial Statements) was reported under current assets

instead of non-current assets

ii. The Accounting Officer did not explain or reconcile variances of Kshs 2,978,615,639

and Kshs 2,926,443,708 noted in the budget figures.

iii. Failure to adhere to IPSAS exposes the fund to fi'aud.

iv. -l-he rnatter was unresolved.

llecommendations of the Committee
777 .The Committee recornmends that-

i. Within three months of the adoption of this report, the Accounting Officer submits
an explanation or reconciliation on the variances of Ksh 2,97816151639 and Ksh
2,926,443,708 noted in the budget to the Auditor-General for audit verification.

ii. The Accounting Officer ensures that all applicable accounting and financial controls,
systems, standards, laws, and procedures are followed in the preparation of the
financial statements in compliance with Public Finance Management Act, 2012 and
in accordance with the standards prescribed by the Public Sector Accounting
Standards Board as per Regulation l0l(4) of the Public Finance Management
(National Government) Regulations, 2015.

(2.) Unsupported Rcvenue Balances
(2. I ) Mortgage Interest
778.l'he statement of financial performance reflects mortgage interest of Kshs203,188,793 as

disclosed in Note 6 to the Financial Statements. However, Management did not provide for
audit review the detailed monthly analysis/workings indicating amounts accrued from each
Ioan.

Submissions by the Accounting Officer
779.The Accounting Officer submitted that the mortgage interest of Kshs 203, 188,793 disclosed

in tlre financial statements included: Mortgage Interest Scheme of Kshs 9l,249,7szMortgage
Interest KCB S&L of Kshs 66,6?5.909 and Mortgage Interest IIFCK pf Kshs 45,263,132.

780.He also submitted that Mortgage Interest Scheme is generated monthly in the ERP system for
all civil servants who purchased physical houses fiom the Scheme. The interest is calculated
on the reducing balance for each client account. A detailed analysis explaining the different
figures of the different streams of Mortgage interest was provided for audit review.
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Obscrvations and Findings of thc Committcc
78l.The Cornmittee observed that-

i. l'he Accounting Otlicer did not provide l'or audit review the detailed monthly
analysis/workings indicating anloLlnts accruecl from each loan.

ii. The matter remained unresolved.

Rccommendations of the Committee
782.The Committee recommends that-

i. The Accounting Officer ensures timely provision of accounting clocumentation
required for audit verification as per scctions 3l(4), and 53 of the Public Audit Act,
2015; and

ii. The Accounting Officer provides to Auditor-General for audit verification and
reporting in the subsequent audit cycle thc detailed monthly analysis/rvorhings
indicating amounts zrccrucd from each loan rvithin thrcc months of acloption of this
report.

(2.2) Finance [ncome - Investmcnt Interest
783.The statement of financial performance reflects finance income- investment interest of

Kshs152,308,983 as disclosed in Note 7 to the Financial Statements. I{owever, Management
did not provide for audit review the detailed analysis supporting the balance. ln the

circumstances, the accuracy and completeness of the Finance-lnvestment interest of Kshs
152,308,983 for the year euded 30'l'.lune, 2022 could not be confirnred.

Submissions by the Accounting Olficcr
784.The Accounting Officer submitted that The Finance Income-lnvestmenl. interest of' I(slrs

152,308,983 disclosed in the financial statements cornprises interest earncd fronr fixed
deposits at CBK Kshs 70,017,900 KCB Kshs 40,988,164.35 and LIFC Kshs 41,302,918.60. A
detailed analysis of the above interest arnounts earned was provided for audit review.

Observations and Findings of the Committee
785.The Committee observed that-

i. The Accounting Officer has since provided a detailed analysis to support the Finance
Income-lnvestment interest of Kshs I 52,3 0 8,98 3 I

ii. The matter was resolved.

Recommendations of the Committce
786.The Committee recommends that

Thc Accounting Ofliccr cnsures timely provision of accounting docurncntntiorr
required for audit verification :rs pcr sections 31(4), ancl 53 of thc Public Aurlit Act,
2015.
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(2.3) Rental Income
787.The statement of financial performance reflects rental income of Kshs95,722,648 as disclosed

in Note 9 to the Financial Statements. However, Management did not provide for audit review
the detailed analysis suppofiirlg the balance. In the circumstances, the accuracy and

conrpleteness of rental income of Kshs 95,722.648 for the year ended 30th June, 2022 could
not be confirmed.

Submission by the Accounting Officer
788.Rental income refers to the money the scheme receives as rent from Investment properties

owned by the scheme. The annual rental incorne for the scheme is Kshs 49,713,792, in the

period under review, the scheme raised additional rental income from unbilled rent arrears

from prior years, totalling to Kshs46,008,856. Hence the rental income for the year was Kshs
95,722,648 as disclosed in the Financial Statements (Note 9). Fund attached a schedule for all
rental properties and occupants for audit review.

Observations and Findings of the Committee
789.The Committee observed that:

i. The Accounting Officer failed to provide documents supporting the annual rental
income of Kshs 49,713,792 during the ar.rdit.

ii. T'he Accounting Officer did not provide a detailed analysis supporting the additional
rental income of Kshs46,00,8,856 for verification by the Auditor - General.

iii. The matter was unresolved.

Recommendations of the Committee
790.The Committee recommends that:

i. The Accounting Officer ensures timely provision of accounting documentation
required for audit verification as per sections 31(4), and 53 of the Public Audit
Act, 2015; and

ii. The Accounting Officer provides a detailed analysis supporting the additional
rental income of Ksh46,00,8,856 for verification and reporting in the subsequent
audit cycle by the Auditor-General within three months of the tabling of this
report.

(3.) Unsupported Refurbishment of Residential Buildings
T9l.lrrcludecl in tlie repairs and mainterlance balance of Kshs 16,836,662 is the refurbislunent of

residential buildings of Kshs 10,797,713 as disclosed in Note l4 to the financial statemsnts.
However, Management did not provide for audit review supporting schedules with details of
the refurbished houses. In the circumstances, the validity, accuracy and completeness of
refurbishment of residential buildings expenditure of Kshsl0,797,7l3 for the year ended 3Otl'

June,2022 could not be confinled.
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Submissions by the Accounting Ofliccr
792.The Accounting submittecl that the housing schenre Funci reportecl an expencliture ol' Kslrs

10,797,713 as refurbishtneut of residentiat bLritdings. During the year uncler rcvierv. thc
scheme refurbished houses in Sliar-rri Moyo and Ngala. The Fund provicled a scl.redule showing
vendor, the payrnents made, arrd the houses refr-rrbished for review.

Observations and Findings by the Committee
793.The Committee observed that-

i. The Accounting Officer did not sr,rbmit the schedule for refurbishing buildings during thc
audit as provided by law.

ii. The matter was not resolved.

Recommendations by the Committee
794.The Committee recommends that -

i. Within thrce months upon adoption of this rcport, the Accounting Officer submits
thc supporting schcdulcs rvith details of thc refurbished houscs to account for thc
expenditure of Ksh10,797,713 to thc Auditor (]cncral for audit vcrificartion anrl
reporting in thc subscquent audit cyclc;

ii. The Accounting Officcr submits all relevant documents during the audit for
subsequent financial years to the Auditor - Gcneral as provided under Section 31(4)
of the Public Audit Act,2015.

(4.)Unsupported Cash and Equivalcnt Cash Balances
795.The statement of financial position reflects a cash and cash equivalents balance ol'

Kshs2,221,363,832 as disclosed in Note l6 to the llnar-rcial statenrents. I-lowevcr. thc ar.rdit

review revealed the fbllowing anomalies.
i. Included in cash and cash equivalents balarice is Kshs5 I ,423,249 rcgarding the deposit barrl<

account. The June 2022 bank reconciliation statement sr"rpporting the balance reflects
payments in the bank statement, not in the cash book totalling Kshsl ,259,840, whose
clearance status was not disclosed during tl-re audit. Additionalty, it includes two (2) un-
presented cheques amounting to Kshs Kshs2,750.500 paid on 3Otl' Jtrne,2O2) vide payment
vouchers No.10l I 5 and l0l 16 to the Fund Adrninistrator, whose details were not provided
for audit purposes.

J'lre balance includes Kshsl ,137,283 regarding the operation barrk account, for which tlie
bank balance confirmation certificate was not provided for audit rcvicw.

iii. Included in the balance is Kshs2,168,803.300 in respect of for.rr (4) fixed deposit banl<

abcounts for which Management did not plovide bank corrllrmation certificatcs ancl

approvals from the National Treasury for fixing the funds lol audit verification.
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Submissions by the Accounting Officer
7 96.The Accounting submitted that-

i. The Kshs 1,259.840 relates to an expenditure relating to operations (recurrent)

which was paid from the deposit accoLlnt. The borrowed money was refunded to
the deposit accoul'rt in the subsequent month,

ii. The recouciling iterns (Unpresented cheques) were cleared, as evidenced by the

bank reconciliations of the subsequent month. (November 2022).

iii. The bank balance confirmation certificate was available for audit for the auditor
to review.

iv. The auditor can review the bank balance confirmation certificate for the fixed
deposit amounts.

Observations and Findings of the Committee
797.The Committee observed that-

i. The Accounting Officer did not provide payrnent details of Ksh 2,750,500 during the

audit.

ii. The matter was not resolved.

Il.ccommendations of thc Committec
798.l'he Comrnittee recommends that-

i. The Accounting Oflicer provides the details of the two (2) un-presented cheques
amounting to Ksh. 2,750,500 paid on 30t1' June, 2022 to the Auditor General within
three months of the adoption of this report, for verification and reporting in the
subsequent audit cycle.

ii. The Accounting Officer ensures timely provision of accounting documentation
required for audit verification as per sections 31(4 of the Public Audit Act, 2015.

(5.)Unsupported and Long Outstanding Current Receivables from Exchange
Transactions.

799.The statement of financial position reflects the current portion of receivables from exchange
transactions balance of Ksh, 676,392,613 as disclosed in Note 17 (a) (i) to the financial
statenlents. The balance includes mortgage principal arrears-HFCK Ksh.142,662,920 and a
mortgage interest-FlFCK balance of Ksh. 26,401,375, investment interest arrears balance of
Kslr. 8,176,666 and credit interest orr bank balance of Ksh. 2,813,475, whose supporting
schedr"rle/analysis were not provided for audit review.

800.In addition, the balance includes rent and service charge amears balance of Kshs377 ,317,476,
whose supporting schedule did not disclose persons or institutions from which the rent and
service charge arrears were due. Further, the balance includes an amount of Kshs109 ,647,557
due from the Principal Secretary Ministry of.Lands, which had been outstanding for several
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years. In the circumstances, the recoveratrility. accuracl,' and cornpleteness of the cLrrrcl'lt

receivables ll'otn exchauge transactions balance of l(slrs(r7(t.31)2.613 as at 30.1r-rne 2022 coulcl
not be confirmed.

Submissions by the Accounting Officcr
801 .The Accounting Officer submitted that the anlount reported as Current receivables referred to:

Interest earned but not received as at 30tl' June,2022 i.e., principal amount arrears by FIFCK
of Kshs 142,662,920.42, HFCK Mortgage Interest of Kshs 26,40l,375.28,lnvestment interest
alrears by HFC of Kshs 8,176,655.85 and credit interest earned but not paid as at 30tl'June,
2022 of Kshs 2,813,475. These amolults were subsequently paid into the scheme's accourrt as

detailed below.

Date

Earncd
Description Financial

statemcnts
Date
Rcceived

Banl< Statcmcnt

3010612022 Mortgage principal
arrears

142,662,920 t2109/2022 83.897.359.80

30/06t2022 Mortgage interc.st

arrears

26.401 .-175 12t09t2022 85. I (r(r-9.i-5.90

169,064,295.Sub Total 169,064,295

3010612022 Bank Interest arrears 2,813,474.60 0U07/2022 2,813,474.60
3010612022 hrvestment interest

arrears

8,176,665.85 22108t2022 8,1 76,665.85

Rent and Seryice charge arrears
802.The Accounting Officer submitted the amount reported as rent an'ears ancl servicc chalgc

arrears of Kshs 377,317,476 refers to historical remittances made as block figures to the

Scheme account without the by-products from MDA's.The an'Iount cannot be attributed to a
specific tenant in that case. If the details of the civil servants in whose respect the remittances
are paid by the MDA's and County Governments are not provided. the scheme cannot clear
the balances in each client account. Management is procuring arr ERP system that will enhance

integration with the banks to eusure timely receipting and accounting otall remittances trrnr
MDAs and counties, as well as making it easier to flag clclayed remittanccs.

803.He subrnitted a list of all MDA's and courrties not remitting Mortgage and Rent Deductions
as contained in the table below:

SA{O MDAs MONTHS AMOUNT
I State Department for Public Service 49 9,579,236.00
2 State Department of Roads 52 14,882,872.50
3 State Department for Foreign Affairs 88 I 1,024,055.00
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4 State De rnent for Citizen Services 2t 298,t89.207

(

) Ministry of Environnlent & Forestry 150 6.374.616.00

6
State Departnlent for Livestock
Development r08 920,000.00

7 National Aids Control Council 64 860,823.00
8 Public Service Commission 3l 5,417,480.00
9 Office of the Deputy President 7 534,674.00

10 Cabinet Office 4 567,706.00

1l
State Departrnent for the ASALs and
Regional Development t) 845,090.00

t2 State Department for Labour & Skills
Development t1 3,291,249.00

l3 State Department for Trade t6 2,964,946.00
t4 Prison Department 8 1,370,949.00
15 Kenya Revenue Authority t4 308,000.00
l6 State Department for Economic Planning 6s 4,939,0t9.25

t7
State Departmenl for Social Secr-rrity &
Protection 2 392,167.00

l8 feachers Service Commission 66 668,184.00

COUNTIES
I Muranga County s6 1,381,688.00

2 Turkana County 113 2,430,969.00

3 Baringo County 113 1,158,250.00
4 Kirirryaga County 45 417,604.00

5 Nakuru County 82 1,886,000.00

6 Nyeri County 25 1,256,675.00

7 Embu County l9 522,291.00
I Kajiado County 61 1,629,675.00

9 Uasin Gishu County 54 2,120,526.00

l0 Kisumu County 7t 1,537,363.00
ll Makueni County 22 1,265,079.00
t2 Marsabit County 5 289,890.00

l3 Kakamega County 69 3,670,560.00

NO
BYPRODUCTS

91,805,764.95
Principal Secretary Ministry of Lands- Kshs 109,6 47,557.72
804.The Accounting Officer indicated that the amount of Kshs 109,647,557.72 reported as debt

due from the Principal Secretary Ministry of Lands - refers to amounts that were remitted to
the State Department of Lands when the Scheme was administratively under the State
Departmerrt of Lands before it was moved to the State Department of Housing and Urban
Development. Management was in the process of recovering the amounts that were paid to
PS Lands.
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Observations and Findings by thc Committce
805.The Committee observed that:

i. Curretrt receivables of Kslis 109.647.558 or.vecl by the Principal Sccrctarl,-l,ancls
remained outstandiug fbr several years;

ii. The Fund did not provide for audit review the details ol' the mortgage balarrccs
Kshs142,662,920 and Kshs 26,401,375 during the audit;

iii. There is a need to digitize the system to ensure the by-prodLlct is generated through the
EPR system and is integrated into the IPDD system to provide monthly statements to
facilitate the clearance ofbalances in each client account; and

iv. The matter was not resolved.

Recommendations of the Committee
806.The Committee recommends that:

i. The Accounting Officer submits a status rcport on the recovery of the
Ksh109,647,558 paid to Principal Sccrctarl'Statc f)cpartmcnt for Lands to thc
Auditor - Gcncral rvithin thrcc months of thc adoption of tlris rcport f'or audit
verific:rtion and rcporting in thc subsequent autlit cyclc.

ii. The Accounting Officcr submits a progrcss rcport on thc cligitization of thc systcnr
to cnsure the by-product is generatcd through thc BPR systcm nnd is intcgrntccl
into the IPDD system, to provide monthly statements to facilitate the clearancc of
balanccs in each client account, within thrcc months of thc adoption of this rcport,
to the Auditor-Gcncral for verification and rcporting in the next audit cycle;

iii. The Accounting Officcr submits all relevant documents during the auclit for
subsequent financial ycars to thc Auditor- Gcneral as providcd unrler Section
3l(4) of the Public Audit Act, 2015.

(6.) Unsupported Long-term Rcceivables from Exchange Transactions
807.The statement of financialposition reflects long-term receivables from exchange transactions

balance of Kshs6,558,557,448 as disclosed in Note l7 (b) of the financial statements.
However, the supporting schedules provided for audit review in respect of each category of
reported balances were incomplete as they did not include key berreficiary's information such
as their names, job groups, dates of loan. amounts of loan issuecl. repayulent periods. opening
loan balances, repayments duriug the year. closing Ioau balances and locations ol'tlrc [ouscs.
Irr addition, management did not provide for bad and cloubtfut debts cluring the year. Irr lhc
circumstances, the recoverability, accuracy ancl completeness of lor-rg-tenn receivables from
exchange ttansactions balance of Kshs6,558,557.448 as at 30th Jtne. 2022 coulcl not be
confirmed.
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Submissions by the Accounting Officer
808.The Accounting Officer submitted that the schedules relating to mortgage recoverable from

the Scheme of Ksh 2,476,198,088.74, mortgage recoverable from KCB (S&L) of Kshs
2,897,697,602, Mortgage recoverable from HFCK of Kshs 1,120,442,984.47 and Group
Insurance Recoverable of Kslls 64,218,773 were availed in the format as presented by the
bank. The details, as required by the Auditor, are included in the schedules attached.

Observations and Findings of the Committee
809.The Committee observed that-

i. The Accounting Officer failed to provide key beneficiary information such as the names,
job groups. dates of loan, amounts of loan issued, repayment periods, opening loan

balances, and repayments for audit review of the long-term receivables of
Kshs6,558,557 ,448.

ii. There is a need to digitize the system to ensure the by-product is generated ttuough the
EPR system and is integrated into the IPDD system to provide monthly statements to
facilitate the clearance ofbalances in each client account.

iii. The matter was not resolved.

Recommendations of the Committee
8 I 0.The Committee recommends that:

i. The Accounting Officer submits a progress report on the digitization of the system
to ensure the by-product is generated through the EPR system and is integrated into
the IPDD system to provide monthly statements to facilitate the clearance of balances
in each client account to the Auditor- General within three months of the adoption
of this report; and

ii. The Accounting officer to provide to the auditor general key beneficiary information
relating to the long-term receivables of Ksh. 6,558,557,448 within three months of
the adoption of this report.

(7.)Inaccuracies in Work in Progress
Sll.The statement of financial position reflects the work-in-progress balance of Ksh

2,569,169,152 as disclosed inNote l8 to the Financial Statements. However, Management
did not provide an analysis of the balances per project for audit review. In addition, the audit
review revealed the following anomalies:

i. Included in the balance are the purchase of houses for the sale of Ksh
1,046,000,000 arrd which ought to have been disclosed as land and Buildings.

ii. The balance includes statutory fees and other charges of Kshs 4,783,624 is at

variance with the ledger, reflecting a negative balance of Kshs 4,783,624.
iii. Included in the balance is construction of Kshs I ,377,777,649 which is at

variance with the ledger which reflects balance of Kshs 1,405,876,084' 
resulting to an uu-explained and unreconciled variance of Kshs 28,098,435.
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812.In the circumstallces, the accuracy and completeness of the rvork in progress balance of Kshs
2,597,267,857 as at 30(l' June, 2022 could not be conf-rrnted.

Submissions by thc Accounting Officer
8l3.The accountiug officer sr-rbmitted that the detaited analysis per project was attached for review.

He indicated that tlie purchase of houses for sale of Kshs 1 ,046,000,000 relates to the purchase
of Mavoko Sustainable Neighbourhood Project and the Nakuru affordable hor-rsing project.
which the Scheme is yet to finalize the acquisition. In the circumstances, the pulchase of the
houses is still considered under work in progress.

8l4.He further subn'ritted that the statlltory fees and other charges of Kshs 4,783,624, in a credit
balance, was a misstatement in the initial financial statements and was corrected in the final
financial statements. The ledger on constrllction under Work in Progress ar-rd the variance of
Ksh were corrected.28,098,435 recor,ciled in the final revised firrancial statenrenr.

Obscrvations and Findings of the Committcc
815. the Committee observed that-

i. The Accounting Offrcer failed to provide an analysis of the balances per project to suppoft
the work-in-progl'ess balance of Kshs 2,597 ,267,857; and

ii. The matter remains unresolved.

Rccommendations of the Committee
8 I 6.The Committee recommends that-

i. The Accounting Officer provides an analysis of the balanccs per pro.iect to support
the rvork-in-progress balance of Ksh 2,597,267,,857 to the Auditor Gencral for audit
verification and reporting in the subsequent audit cycle, within three months of
adoption of this report;

ii. The Accounting Officer ensures timely provision of accounting documentation
required for audit verification as per sections 3t(4) of the Public Audit Act, 2015.

(8.)Variance between Property, Plant and Equipment ancl Fixed Asset Rcgister
balances

817.The Statement of Financial position reflects Propefty, Plant and Equipment net book value
balance of Ksh 877 ,238,301 as disclosed in Note t 9 (a) to the financial statements. However,
audit review revealed the following anomalies:

i. Unexplained and unreconciled variances between the lirrancial statements and fixed asset

register balances as tabulated below:

Description

Financial
Statements
(Kshs)

Fixed
Register
(Kshs)

Assets

Variancc
(Ksh)
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Land and Buildings 864,743,611 888,534,142 (23,790,531)
Motor Vehicle 30,190 40,252 (10,062)
Furniture & Fittings 4,699,411 2,953,706 1,745,705
Computers 6,903,614 1,688,741 5,214,873
Plant and Equipment 861,475 3,888,131 (3,026,656)
'I'otal 877,238,301 897,104,972 (19,866,671)

ii. The depreciation amount of Kshs 20,884,361 in the property, Plant and Equipment
movement schedule could not be traced to the fixed assets register.

iii. Desktop computers and Apple iPad totalling Kshs 3,925,310 were wrongly classified under
Land and Burildings in the Asset Register.

iv. The Assets register reflects Plant and Equiprnent additions of Kshs 700,000 while the
Property, Plant and Equipment movement schedule reflects additions of Kshs 451,000,
resulting in an unexplained and unreconciled variance of Kshs z49,ooo

Submissions by the Accounting Officer
818.The Accounting Officer subrnitted that the ERP system developed an error of misclassification

of the fixed assets hence the variances noted, however, the total acquisition cost of property,
plant and ecluiprnent in the asset register is consistent with the acquisition cost reported in the
flnancial statements. He submitted that management was working with the developer of the
ERP systern to address the eror of misclassification.

Observations and Findings of the Committec
8l9.The Committee observed that-

i. The Accounting Officer admitted the error of misclassification of the assets leading to a
variance of Ksh 19,866,671 .

ii. The Accounting Officer attributed the error of misclassification of the fixed assets to the
ERP system.

iii. The matter remained unresolved.

Recommendations of the Committee
820.The Committee recommends that-

i. The Accounting Officer corrects the misclassification within three months of the
adoption of this report and submit the documentation to the Auditor-General for
audit verification and reporting in the subsequent audit cycre;

ii. The Accounting Officer complies with the reporting format on assets by investing
in accounting personnel and training them on the ERp system; and

iii. The Accounting Officer ensures that all applicable accounting and financial
controls, systems, standards, laws, and procedures are followed in the preparation
of the financial statements in compliance with Public Finance Management Act,

204



a

l

2012 and in accordancc rvith thc standards prcscribcd by thc Public Scctor
Accounting Standards Boarcl as pcr llcgulation l0l(4) of thc Public l'inancc
Managcment (Nationnl Governmcnt) Ilegulations, 2015

(9.) Untitled Invcstment Propcrtics
82l,The statement of Financial Position reflects an investment property balance o1'Kshs

864,743,611 as disclosed in Note 20 to the financial statements. Flowever, ownership titles l'or

parcels of Land on which some housing urrits ale located were not provided for audit revier.v.

The properties include Kileleshwa Gichugu l, Kileleshwa Gichugu 2, Kilimani Dennis Pritt,

Park Road-Nairobi, Jogoo Road-Nairobi, Kibera Highrise, Mukenia South B, Kileleshwa
Flats, Shauri Moyo-Kisumu, Kiambu, Bondeni-Nakuru, Machakos and Embu. In the

circumstances, the ownership of the investment properlies of Kshs 864,743.61 I as at 30tl' June,

2022 could not be confiuned.

Submissions by the Accounting Officcr
822.The Accounting Officer subrnitted that the State Departnlent ',vas rvorliing closely u,ith thc

State Department fbr Lands ancl the National Land Conrmission in irritiating thc titling proccss

for all propcrties sold undcr thc Fund. Tliis includcd thc preparation of Part Developrnerrt

Plans, Allotment letters, Survey Plans, leases for the parcels of Land, sectional survey plans

and sectional titles.

823. A total of 298 titles have been received fronr Lands, of which 4l were unencumbered, and

257 had encumbrances in favour of the Fund and have been availed for audit review. Titling
for the remaining properties is orrgoing at different stages. A steering committee comprising

officers from the State Departrnents for Lands and Housir"rg and Urbau Development has been

established to fast track the process.

Observations and Findings of thc Committcc
824.The Committee observed that-

i. Titling for various projects under the scheme remained incomplete and the ownership of
tlre investment properties of Kshs 864,743,611 as at 30tl' Jute,2022 could not bc

confirmed; and

ii. The matter is unresolved.

Rccommendations of the Committee
825.The Committec recommcnds that the Accounting Officer provides a progrcss report to

the auditor general on the engagement with the State Department of Lnnds and othcr
. relevant stakeholders to fast-track the titling proccssing rvithin thrcc months of thc

adoption of this report for audit verification and reporting in the subsequcmt audit cyclc.
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Other Matters

(10) Budgetary Control and Performance

826.1'he statement of comparison of budget and actual amounts reflects an actual expenditure
amount of Kshsl92,737,179 against an approved budget of Kshs2Tl ,984,361resulting in an

under-expenditure of Kshs79,247 ,182 or 29Yo of the budget. The underperformance affected
the planned activities and may have negatively impacted service delivery to the public.

Submissions by the Accounting Officer
827 .In the year under review, the Scheme had budgeted for purchase of ERP software and motor

vehicles whose procurement process delayed and by 3Otl' June 2022 the procurement had not
been done, resulting to the budget underperformance.

Observations and findings of the Committee
828.The Committee observed that:

i. The Accounting Officer attributed the under-expenditure of Kshs79,247,182 to delay in the
procurement of ERP software and motor vehicles: and

ii. The matter was unresolved.

llecommendations by the Committee
829.The Committee recommends that the Accounting Officer takes appropriate measures to

ensure efficient budget utilization and implementation of the FY planned activities.

(ll) Unresolved Prior Year Matters

830.1n the audit report of previous year, several issues were raised under the report on Financial
Statements, Report on lawfulness and effectiveness in the use of public resources, and report
on Effectiveness of Internal Controls, Risk Management and Governance. However, the
Management has not resolved the issues or given explanations for failure.

Submissions by the Accounting Officer
83l.Prior year matters were responded to in the management responses of FY 2020/2021

Implementation of Auditor's recommendation is in process in the current financial year.

Observations arnd findings of the Committee
832.The Committee observed that the matter was unresolved.

I
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Recommendations of the Committee

833.The Committee recommends that the Accounting Officer takes appropriate measurcs to
resolve the outstanding prior audit isrues as required by Section 6S(2XI) of the Pubfic
Finance Management Act,2012 and Section 53(l) of the Public Audit Aet, 2015 withh
three (3) months upon the adoption of this report and submit the status report to the
Auditor-General for audit verilication,

SIGNATURE...

HON. FATUMA ZAINAB MOHAMMED, M.P.
CHAIR}ERSON. SPECIAL FUNDS ACCOUNTS COMMITTEE

..t:f Dlrre 15 JUil tC:3

rt{tecso\ Sfecq

I

1

I
I
I
1
I
'i
i
4
I

T

:'

'J'.d.I,-.-..-,
iiv.Lr...

L:.r,,r::t\:. 'r. r'
'l't{t "t"1. rr' r.::

[n0n rtz c-
1{rmq tndrre

.i.fr: lq,

207


