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CHAIRPERSON'S }-OREWORD

The Public lnvcstmcnts Committec on Social Scrvices, Administration and Agriculture is one of
the six Watchdog Committees in thc thirteenth Parliamcnt that cxamines reports of the Auditor-
General laid before the National Assembly to cnsure cfficicncy and effectiveness in the usc of
public resources. Thc Committec ls establishcd pursuant to National Assembly Standing Order
206 B.

The Public Invcstment on Social Scrvices, Administration and Agriculture, with regard to the
agriculture, public administration, hcalth, and social protection scctors; examines the reports and

accounts ofpublic invcstments, cxamine the reports of the Auditor-General on public investments;
and in the context of the autonomy and clficiency of the public invcstments, examine whcthcr the
affairs ofthe public investments, arc bcing rnanaged in accordance with sound financial or business
principles and prudent Commercial practiccs. This cnsures implementation of Article 229(8) of the
Constitution on reports laid before thc House by thc Auditor- General.

In examining thc accounts of thc Auditor General, thc Committee invited accounting officers in
each ofthc State Corporations under revicw adduce evidcnce bclbre it.

There are more than lour hundred (400) Statc Corporations undertaking different mandates in their
respective sectors. Due to this large numbcr, thc prcvious Public Invcstmcnts Committees had been

unable to conclude examination ofthc accounts olthc Audi(or General ofthese State Corporations.

Considering the workload and thc backlog, the National Asscmbly resolved to amend the standing
orders by splitting thc Public Investment Committcc into three Committces, Public Investments
Committee on Social Services, Administration and Agriculture (PIC-SSAA) bcing one of them.

The Committec (PIC-SSAA) with a view to clear the backlog in cxamining the reports of the
Auditor General, embarked on thc process of inviting the accounting olficers for the State

Corporalions under its mandatc to adducc cvidcnce belore it.

This report contains obscrvations, findings and rccommendations arising lrom examination of
reports of the Auditor-Gcneral lor fivc (5) state corporations for difl'crcnt financial years. The

report is structured as follows:

i) general obscrvations to each ofthc cross-cutting qucrics;

ii) recommcndations to cach of thc cross-cutting qucries;

iii) audit qucrics identilicd by thc Auditor Ccncral in his audit rcports ofcach state corporation

iv) managcmcnt rcsponses to cach ol'thc c;ucrics;
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v) Committec obscrvations/ findings on each query; and

vi) Committcc recommendations to each qucry raised

In this report, the Committee makes poticy recommendations and at thc same timc recommends

specific actions against spccific officcrs. It further recommends further investigations of certain

matters by competcnt invcstigative agencics such as the EACC and the DCI.

The Committee appreciatcs thc Offices of the Speakcr and the Clerk of the National Assembly for

the support accorded to it to [ulfil its Constitutional mandate. The Committec lurther extends its

appreciation to the Office of the Auditor- General lor thc services they olfcred to the Committee

during the entire pcnod.

I also extend my apprecialion to my fellow Mcmbers olthe Committee whose contributions and

dedicalion to duty has enabled the Committec to examine thc audit queries and produce this report.

On bchalf of the Public Investments Commitlee on Social Serviccs, Administration and

Agriculture and pursuant to National Assembly Standing Ordcr 199(6), it is my pleasant duty and

honour to present the 3nd Rcport of lhe Public lnvestmcnts Committee on Social Services

Administration and Agriculture on the cxamination of lhc Reports of the Auditor General on the

Financial Statements of five (5) State Corporations.

K/^ [;-,,.t

HO EMMANUEL WANGWE CBS, MP

CHAIRPERSON _ PUBLIC INVESTMEN cOMMITTEE ON SOCIAI, SERVICE s-

ADMINISTRATION AND AGRICULTURE
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EXECUTIVE SUMMARY

The 4rh Report of the Public Investrnents Committee on Social Services, Administration and

Agriculture contains the Committee examination of five (5) State Corporations.

In its examination and scrutiny of the audited financial statements of the various State

Corporations, the Committee primary approach was to elicit background information as to why
particular course of financial and./or management actions were or were not taken. This was done
with the relevant laws in mind including, the Constitution, the Public Finance Management Act,
2012 and the attendant Regulations, the Public Audit Act, 2015, the State Corporations Act, and

the Public Procurement & Asset Disposal Act,20l5.

The preface of the report contains preliminaries on the establishment of the Committee, its
Membership and Secretariat, mandate and the guiding principles goveming the Committee while
undertaking its mandate.

Part two of the report contains the Committee general observations / findings on cross cutting
issues, and its recommendations.

Part thrce of the report contains reports of the specific State Coryorations, Committee
Observations, findings and finally, Commiftee recommendations on the State Corporations

VI



CHAPTER ONE

I.O PREFACE
1.1 Establishment and Mandate of the Committee

l. The Public Investments Committee is established under the National Assembly Standing Order

(S.O.) 2068 and is responsible for the examination of the working of public investrnents based on

their audited reports and accounts. It is mandated to -
i) examine the reports and accounts of public investments;

ii) examine the reports, ifany, of the Auditor General on public investments; and

iii) Examine, in the context of the autonomy and efliciency ofpublic investments, whether the affairs

of the public investments are being managed in accordance with sound hnancial or business

principles and prudent commercial practices.

2. The Committee, in considering the audited accounts of State Corporations, was guided by the

Constitution of Kenya and the following statutes and regulations in carrying out its mandate;

i) The Public Finance Management Act,20l2;

iD The Public Audit Act, 2015;

iiD The State Corporations Act, 1986;

iv) The Public Procurement and Asses Disposal Act, 2015;

v) The National Assembly Standing Orders; and

vi) The National Assembly (Powers and Privileges) Act, 2017.



Committee Membership

3. The Committec membcrship comprises -

S/No Member's Name Constitucncy Party

I Hon. Emmanucl Wangwe, MP CBS- Chairperson Navakholo ODM

2 Hon. Caleb Amisi Luyai, MP- Vice Chairperson Saboti ODM

3 Hon. Ferdinand Kevin Wanyonyi, MP Kwanza FORD.K

4 Hon. Martin Pcters Owino, MP Ndhiwa ODM

5 Hon. Mary Wamaua Njoroge, MP Maragua UDA

6 Hon. Nixon Nicholas Ngikor Ngikolong, MP Turkana Easl Jubilee

7 Hon. (Dr.) Peter Francis Masara, MP Suna West ODM

8 Hon. Abdi Jehow Fatuma,MP Wajir ODM

9 Hon. Bemard Kibor Kitur, MP Nandi Hills I]DA

10. Hon Elijah Njore Njoroge Kururia, MP Gahrndu North Independent

ll Hon. Geoffrey Wandcto Mwangi, MP Tetu T]DA

t2. Hon. Bishop Emeritus (Dr.) Jackson Kipkemoi
Kosgei, MP

Nominated UDA

I3 Hon. Joshua Kivinda Kimilu, MP Kaiti WDM

t4 Hon. Michael Wambugu Wainaina, MP Othaya UDA

l5 Hon. Paul Nabuin Ekwom, MP Turkana North ODM

2



1.3 Committee Secretrrirt

4. The following meinbers of the Secrctsriat fscilitated the Coqtmittee:

Mr. Aden AMullahi

Principal Clerk Assistant I-Head of Secretariat

Ms. Christine Mariita Ms. Mercy Kinyua

Clerk A$lstsnt III L€gel Counsel II

Mr. Enock Manwa

Clerk Asgistant III

Ms. Esther Kariuki

Hansard Officer III

Mr. Moses Esamai

Audlo OIIicer

Mr. Stanley Langat

Senior Sergeant-At-Arms

Mr. Thomas Ogwel

Flscel Analyst I

Mr. W-esley Abugah

Research Officer III

Ms. Maryan Gabow

Communlcation Officer III

Mr Yakub Ahmed

Media Reletions Officer II
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1.4 Committcc Procccdings

5. In its inquiry into whether the affairs ofpublic investments are managed in accordancc with
sound business principles and prudent commcrcial practiccs, the Comminec receivcd both
oral and written evidence from Chief Executivc Officers of various State Corporations.

6. To produce this report, the Committee held seventeen (17) sittings in which it cxamincd the
cvidence adduced by the accounting olficers ofthe five (5) State Corporations.

7. The reconrmendations are found undcr various sections of the report on cach of the State
Corporations examined.

8. The recommendations on the issues raised by the Auditor General lor thc various State
Corporations arc found under appropriate sections of thc report lor cach of the State
Corporations covered.

9. These observations and recommendations, if considercd and implemented, will enhance
accountability, effectiveness, transparcncy, efficiency, prudent management, commercial
viability and value lor money in State Corporations and the public investments sector as a
whole.

2.0 Gcneral Committcc Observations and Recommcndations

2.1 Lack of Posscssion and ownership documents on land and buildings.

10. The Committee observed and noted with conccrn that Child welfare Society of Kenya and
the National Social Sccurity Fund do not have'I'itle documents for land. Further, although
Kcnya lnstitute for Public Policy, Rescarch antl Analysis has a title deed for its land, it faces
limitations duc to I'encing done by thc department of veterinary services thus obstructing
acccss. Therefore due to lack access and hcnce inability by thc institute to tak€ lull
possession ofthc land, it has not been possible to undertakc developments in the said land.

I l. In addition, Child Welfare Society of Kenya had some of its land parcels illcgally grabbed
by privatc developcrs and others havc cases ol'owncrship disputes in court.

Committ€e Rccommendations

12. The Committce recommended that

Within three (3) upon adoption of this report, thc Accounting Olllcers should liaise with
the Cabinct Secrctarics for the respcctivc State Corporations, , Ministry ol Land, Public
Works Housing and Urban Developmcnt and thc National Land Commission and fast-track
thc proccss ofacquiring titlc decds, rcsolve disputes betwccn state corporations and cnsure
legal actions arc takcn against privatc individuals who havc illegally acquircd public land.
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tl Within two (2) months upon adoption of this report, the Cabinet Secrctary for l-and,

Housing and Urban Dcvelopment and the Chairman, National Land Commission should
put cavcats on all the parccls of State Corporations land that are in privatc hands and reporl
back to the National Assembly.

lll Within six (6) months upon adoption of fiis rcport, the Accounting Officers through the
National Land Commission should prioritizc and cxpcdite resolving ownership issues

surrounding parccls of land belonging to his/her State Corporations and report its status

back to thc National Assembly.

The National Asscmbly should enact a law prescribing that all public land ownership
documcnts should centrally be hcld undcr thc custody of thc National Treasury lor
safekeeping.

De lay in availilrg documents to thc Auditor-Gencral

13. The Comnrittee obscrved that some accounting officers did not avail completc and reconciled
linancial and accounting rccords/documentation in timc lbr audit rcview and verification
during thc audit excrcisc leading to unnecessary queries. This is contrary to the provisions
ol Articlc 226 of the Constitulion and Section 68(2) ol'thc PFM Act 2012 which rcquires

that thc financial and accounting records are presented within thrce (3) monlhs after the close

ofthe financial ycar. Section 62 ofthe public Audit Act of20l5 obligates accounting ofticers
to providc requircd documcnts for audit lailure to which thcy bc sanctioned:

Committee Recommendations

14. The Comrnittec rccommended that

i. Accounting officcrs should always comply with the provisions ofSection 68(2) of the Public
Finance Managemcnt Act of 2012 by submitting all the rcquired information for audit within
thc stipulated timclincs.

ii.The Accounting Olliccr who fails to provide required information fbr audit pursuant to Scction

62(l) of lhe Public Audit Act, CAP 4l28 should be prosccuted lor the offencc pursuant to
Sccrion 62(2) of thc Public Audir Act CAP412B.

Poor Governance and weak internal controls

Dclay in appointments of Board of Dircctors

15. The Committec obscrvcd that soms State Corporations were opcrating without properly

constitutcd Board of Dircctors for too long. 'l'hc anomaly was attributcd to delays by the

appointing authority to fill up vacartcics oncc they arisc. For exarnplc, Sacco Societies
Regulatory Authority did not havc a substantivc Chairman from 6'h Fcbruary, 2017 to 20rh

Septembcr, 20ltl. Furthcr, other institutions likc the Communications Authority of Kenya,

National Social Sccurity liund had scnior officcrs in acting capacitics lbr longcr pcriods of
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time than the prcscribed six months as pcr section 34 of the Public Service Commission Act
CAP I 85 citing lack of properly constituted Board of Directors to approve th€ recruitmcnts.

l6.The absence of substantive holders of those charged with govemance posed various
opcrational challcnges in the strategic management of the organization and thus poor

SOVCrnance.

Comnriltcc Recommendations

17. The Commitlce recommended that

ll

Within thrcc months upon adoption of this report, the Inspector-general, Inspectorate of
Statc Corporations with the help of the National Assembly should initiate the process ol'
amcnding thc Statc Corporations Act to make it clear that no entity should be allowcd t0
makc any financial commitment without a properly constituted Board of Directors.
The Committcc rcprimands the appointing authorities for the delays in constituting or
failing to fill thc cxisting vacancies in the Boards of various State Corporations promptly.

Matters pending in Court

18. The Committcc obscrvcd that a number of litigations conceming ownership of land of Statc
Corporations and othcr legal matters have been pending before the courts of law lor
inordinately long dcspite rcsolulions of the House through previous PIC reports calling lor
thc cxpcdilious conclusion ofthe cascs.

Committec Recommendations

19. The Committcc recommended that

Within threc months upon adoption of this report, Ihe inspcctor-Gencral, inspectorate of
State Corporations should carry out a review of all cntities with pending Court cases,
prcpare a comprehcnsive status rcport and submit it to the National Assembly with a copy
to thc Attomcy General who will initiate the process of fasrtracking the conclusion of thc
cases within rcasonable time.

Thc Accounting OIficcrs should strive to embrace Alternative Disput€ resolution
Mcchanisms in (he rcsolution oldisputes before going to court.

ll

Dclayed Accountability of lmprest.

20. The Comm ittec notad that sonlc State Corporations wcre in breach of Section 7l of the Public
Finance Managcrncnt Act CAP 4l2n and the attendant rcgulations that require surrendcr ()l'
imprests within scvcn clays upon conclusion of thc assignmcnt for which thc said imprcst
was issrrcd.

6
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Committce rccommcndations

2l . Thc Committec rccommendcd that

lt

Thc Accounting C)fficcrs should cnsure that imprest advanced to olficcrs is surrendercd
within thc stipulatcd pcriod of seven (7) days after retum to thc work station in accordancc
with section 93 of thc Public Finance Managcmcnt (National Govemmcnt) Regulations,
201 5.

Within six months of thc adoption ol this report, the Accounting C)fficcrs who will have
Ihilcd to takc ncccssary stcps to cnsure that all outstanding irnprcsts within thcir
jurisdictions arc recovcrcd liom thc due date should be surchargcd thc Iull amount due.

Thc Accounting Officcr should submil a status reporl with cvidcncc of recovcry to thc
A utlitor-Gcncral Ibr audrt and rcporting.

Undcr funding/ low Budgctary disburscmcnts

i) Thc Committcc notcd with conccrn, inslanccs where state corporations that rclicd on
cxchcqucr appropriations wcrc undcr-funded or had low budgetary disburscmcnts despitc
thcir budgcts bcing initially approvcd. Conscquently, this rcsultcd in cllbcts on thc plannctl
activitics that impactcd negatively on the senuice delivery to thc public/bencficiarics due to
limitation in thc financial capabilities olthe said instihrtions.

Committec rccommendations

22. Thc Committcc rccommcnds that thc Cabinct Secretary National Trcasury endeavors to
allocatc and disbursc adcquatc funds as appropriated to the statc corporations lundcd by the
National Govemmcnt. Thc Cabinct Secrctary National Treasury should cnsurc at all timcs
that thc budgcts arc realistic, achicvable and always adhere to annual work plans,
procurcmcnt plans and rcvcnue collection capabilities of thc rcspcctivc corporations in
compliancc with Rcgulation 44(2) of thc PFM (National Govemment) Rcgulations, 2015

2.0 EXAMINATION OF THE REPORT OF THE AUDITOR CENERAL ON THL
AUDITED ACCOUNTS OF TIIE NATIONAL SOCIAL SECURITY FUND (NSSF)
FOR TII I,], I'INANCIAI- YEAR 20I9/2020.

Mr. David Mwangangi, the Ag. Managing Trustce was accompanied by Mr. Moscs
Chcseto (Ag, P & L), Ms. Marictta Mutinda (Ag. Finance Manager), Ms, Rosemary
Oluoch (Ag. MSCM), Ms. Joan Nyaberi (Ag. SEEH (R&A)), Mr. Evans Ombui (Ag.
MRC), Mr. Obcd Mbuvi (Ae. MPM) Dr. Christopher Khisa (Managcr Corporatc
(lonrm u nications), Mr. Pcter Muiruri (Manager, Propcrty Dcvelopmcnt) appcarcd
bcforc thc Committce to adduce cvidcnce on the Auditcd accounts ofthe National Social
Sccurity Fund (NSSF) for thc Financial Year 201912020.

1



1.0 Cash and Cash Equivalents

23. The Con-rmittce heard that, examination of the l"und's bank reconciliation statements as at
30'h June, 2020 rcvealed several outstanding balanccs for reccipts in bank statements not in
cashbooks, payments in cashbooks not in bank statements and payments in bank statements
not in cash books, as follows:

24. Management did not explain why the old outstanding balances had not been investigated and
cleared from the respective bank accounts and cashbooks as applicable.

25. In view of the unreconciled balances, the accuracy and completeness of the cash and bank
balance totaling Kshs.65,797,015 reflected in the statement of net assets available for
bencfits as at 30rh June, 2020 could not be confirmed.

Management Response

26. Thc Management infomrcd the Committee lhal, the Fund's bank reconciliation statements
indicated outstanding receipts in bank not in cashbooks amounting to Kshs 79,998,275,with
some relating to pcriods before July 2014. The cashbooks havc since been updated as per the
Appendix provided on postings to the cashbooks which is available for verification.

27. The Fund investigated the outstanding receipts in cashbook not in bank statemenl amounting
Kshs 127,877,988 and establishcd that they were mis postings between cashbooks. The
correct entries have since been posted to correct the cashbooks and clear the items from the
bank rcconciliation rcports as pcr Appendix attached and thc JVs passed in the affected
cashbooks.

28.Out of Kshs 134, 335,976 payments in bank not in cashbook is an amount of kshs
100,000,000 which was an crror in the balances in the legacy standalone systcms where a
transfer of funds bctwccn accounts was postcd in a wrong cashbook. The wrong balances
were migrated but discovcrcd when reconciling migratcd balances to SAP system. Thc

Nature
Balances

of Outstanding Amount (Kshs)
Additional Audit Observation

Receipts in Bank
Statements not
Cashbooks

ln
79,998,275 Some reccipts included in the balance have

been outstanding sincc
July,20l4.

2 Receipts in Cashbooks
not in Bank Statements
Kshs. 127,877,988

127,877,988 Some rcceipls included in the balance have
been outstanding since
July, 2014.

3 Payments in Bank
Statement not
Cashbooks

ln

't34,335,976 Some payments included in the balance have
been outstanding since 2012.
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correct adjustmcnls wer€ passcd in the cashbook. The Balance of Kshs 34, 335,976 relate to

croncous dcbits in the bank statemcnl by thc bank which havc since bcen corrccted. The
journal voucher adjusting thc balances and thc list of wrong dcbits which wcrc rcversed by
thc bank as attached. Al[ the documcnts arc availablc for vcrification by thc auditor.

29. ln 2012, the Fund deployed a SAP ERP as ils accounting systcm that saw ilnovc liom CRIS
(cash Receipting Information System) that was ntore of manual system.Balanocs from the

old cashbooks were uploaded to ERP of which cut-off datc was October 201 2. This meant

thal, any transaction beforc this date was factored in the balanccs.

30. The Fund funds both benefits and expenditurc accounts through transfem liom income
collcction accounts. Thesc transl'ers are in multiples of millions fbr control purposcs and easc

ol' identification. All payments to merchants / Vendors arc paid from expcnditurc account

and from Bcncfits account in casc oI Clairns by nrembers (Bcncfits) and not lrom incomc
account.

3 I . In 2012, an amount of Kes I 00 million was postcd in SAP Cashbook by Debiting cxpenditurc
accounl and crediting lncomc account. This in csscnce meant that expenditurc account was

lunded with Kshs.l00 million ol'which it was crroncous posting as there was no actual Funds

that wcre transfcrred to expenditure account for that particular date (July,20ll). This
transaction overstated the cxpenditure cashbook balancc while understating incomc
cashbook. As a rcsult, thc above transaction was treated as croneous and rcvcrscd by
dcbiting inoomc account and crediting the cxpcnditure account by 100 million as per thc

cxtract of bank statement providcd to the Committee.

Furthcr, submissions by the Auditor Gcneral

32. Thc Auditor-Gcneral submitled the details on thc composition of the amount of Kshs.

134,335,976 on payments in thc banl statemcnt not in cashbook. The querlcd anlount was

initially Kshs. I 84,335,976 to which the accounting olficer explained an amount of Kshs. 50

million lcaving the balancc ol' Kshs.134,335,976 outstanding in the final Auditor-General's
rcport for the llnancial ycar cnded lOrh June, 2020.

Committee observations

Thc Committee obscrved that

Thc Committce noted with concern the unsatisfactory explanation given by the accounting
officer lor thc Kshs. 100 rnillion payments in the bank statement not in cashbook out ofthe
Kshs. 134,335,976 quericd in the audit report.
Further, thc Committee obscrved that thc amount of Kshs. 134,135,976 on payments in the

bank statcmcnt no1 in cashbook arosc mainly lrom two batlk accounls; tho KCB Main
Expenditurc Account A/C No. I107 I l0 165 with a figurc of Kshs.100,079,IJ30 and the

contribution Account ArC No. 0100 3002837701 at N BK with a figure of Kshs. 84,141 ,215.
The accounting officcr was able to givc cxplanation on a figure of Kshs. 50 million

ll
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transferred from NBK revenue account to NBK staff mortgage account leaving the balance
of Kshs. 134,335,976 outstanding as an audit issue in the Auditor-Gencral's repo(. It is
unlikely thcrcfore that a payment made by thc bank and not reflected in the cash book could
be as a result of NSSF intemal syslem's crror.
Thc explanation by the accounting officer that in 2012, an amount of Kshs. 100 million
was an erroncous posting in SAP Cashbook by debiting expenditure account and crediting
Income account which in essence mcant that expenditure account was lunded with
Kshs.l00 million thus mislcading and misrepresentation of facts to the Committee. The
question was about a payment made by the bank that the NSSF had not posted in their
cashbook and not about erroneous postings discovered in the cashbook by the Fund.
Arising from the above obscrvations the Committee had requested the Auditor-General to
do a forensic audit on thc Kshs. 100 million that appeared suspicious based on the
accounting olficer's submissions and was waiting lor the forensic Audit rcport.
The accounting officer had taken a long timc to clear outstanding reconciling items. The
then Accounting office(s) lor the duration that the reconciling items have bocn outstanding
have been in breach of Regulation 90 (3) of the PFM (National Governmenl) Regulations
201 5, that states that the accounting Officers shall ensure any discrepancies noted during
bank reconciliation exercisc, are investigated immediately and appropriate action taken
including updating the relevant cash books.

Committee recommendations

The Committee rccommends that

Within thc current audit cycle and by 3 I e Dcccmber, 2024 as stipulated in Arlicle 229 (4)
of the Constitution of Kcnya 2010, the Auditor-General should submit the forensic Audit
report as requesled by thc Public Investmcnt Committee on social services, Administration
and Agriculture through the Clerk of the National Assembly.

l! The Committee reprimands the then accounting office(s) and any other officer(s)
responsible for preparing bank reconciliation for breach of Regulation 90 (3) of the PFM
(National Govcrnmenl) Regulation, 2015.

2.0 Fixcd Deposits Hcld to Maturity

33. The Committee heard that. the statemcnt ol' assets available for benefits reflects fixed
deposits held to maturily totaling Kshs.8,852,705,000 as at 30'h June,2020. The balance
includes dcposits totaling 223,155,587 held in two banks, namcly; Chase Bank and Imperial
Bant, as analyzcd below:

amc of Bank and Dcposit Amount

Dcposil Status
mpcrial Bank Kshs hase Bank otal

Kshs Kshs

t0



Holding 259,500,000 70,000,000 329,500,000

Received 0 I 8/2019

ot7l20t8

26,691,232 52,970,67 t 79,661,903

26,682,507 26,682,507

Balance 206,t26,259 t7,029,328 223,t55,587

34. However, in the year under review, thc banks were undcr statutory management by thc

Central Bank of Kenya. As a result, the ratio of recovcrablc deposits in the balance totaling
Kshs.223,155,587 hetd in the two banks as at 30rh June, 2020 could not be confirmed. In
view of the uncertainly, the aggregate fixed deposits balance totaling Kshs.8,852,705,000 as

at 30th June, 2020 may not bc fairly stated.

Management rcsponse

35. Thc management informcd thc Committee that, the Fund placed Kshs. 329,500,000 in fixed
deposits being Kshs. 259,500,000 in Imperial Bank and Kshs. 70,000,000 in Chase Bank.

36. These two banks at the time of investment werc regulated by Central Bank of Kenya (CBK)
and Capital Markets Authority (CMA), a fact that was rclied upon by the Fund's l;und
Managers. Howcver, these lwo banks werc placed under statutory management by CBK,
exposing the lrund's investmcnt ofKshs. 329,500,000 to risk of recovery. The Fund has nlade
effort to recover the invcstmcnt and so far, Kshs. 108,174,427,28 has been recovered i.e.,

Kshs. 54,985,345.78 from Imperial Bank and Kshs.53,189,081.40 from Chase Bank as

follows:

37. The Fund Managers conductcd due diligencc bcforc making the investrnents, adhering to the

requiremcnts and guidelines stated in thc lnvcstment Policy Statement. Further, the Fund

rcviewed the lnvestment Policy to limit placcmcnt oldcposits to Tier I and Ticr II Banks.

Bank Imperial Bank Chase Bank Total

Amount Invested 259,500,000.00 70,000,000.00 329,s00,000.00

Amount recovered

Received
2018t2019 26,69t,232.15 52,970,67 | .lO 79,661 ,903.25

2017t70t8 26,682,507.95 26,682,507.95

201s17020 I,454,460.t4 2 I 8,410.40 1,672,870.54

2020t2021 157 ,145.54 | 57 ,t45.54

Total amount rccovered 54,985,145.78 53,1 89,081 .50 t08,174,427.28

Balance outstanding 204 ,5 I 4 ,654 .22 r 6,810,91 8.50 221,325,572.72
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38. In addition, the Fund, in collaboration with its Custodians and Fund Managcrs, has submitted
claims to the KDIC (Kenya Deposit Insurance Corporation) and is actively pursuing recovery
of thc outstanding amounts. A rccent communication liom thc KDIC, datcd 2l't June,2023
assures that they will proccss the clainrs in accordancc with the applicable law. Howcver,
disbursements have been temporarily haltcd duc to an ongoing court case. Disbursemcnts
will rcsume once the case has bcen dctcnnined.

Committec obscrvations

Thc Committce observcd lhal

Thc Public Investment Committee in its 24rh PIC repo( had discusscd the matter and
recommended that the National Asscmbly, through the Departmental Committee on
Finance and National Planning should develop a rcquircmcnt / a rcgulation demanding that
the rcgulators consulV sharc inlormation on areas of investments to enable state cnterprises
invcst from a point of information.

ll

lll

vl

Thc rccovcrability ofthe balance ol KSh.666, 900,000 on Investmcnts in Corporate Bonds
from Imperial Bank and Chasc Bank as qucricd by the Auditor-General in the report for
the year endcd 30'h June, 2019 and as captured in the 24'h PIC reporl, has not bcen
disckrsed.
NSSF did no( disclose in their submissions, the status of Kshs.204,514,654.22 deposits
outstanding lrom Imperial bank after KCB acquired the asscts and Iiabilities ol'the former
bank. Similarly, recoverability ofKshs. I6,810,918.50 outstanding from Chase Bank was
not disclosed.
Although the fwo investment institutions wcrc regulatcd by Capital Market Authority and
Central Bank ofKcnya, the KDIC (Kcnya Dcposit Insurancc Corporation) had taken Iong
to compensate the investors (NSSF) in unclear circumstances and hence possible loss of
invcstmenl.
The Fund Ihilcd to disclosc the dctails of'the court casc that allegedly halted disbursemcnts
and was awaiting court's dcternrinalion.

The Board approval for the invcstmcnt was not submitted to the Committec lbr review
thercl'ore, thc then Fund investments ntanagcrs did not conduct due diligence before
invcsting public lunds.

Committcc rccommendations

The Committce recommcnds that

Within thrcc months upon adoption of this report, EACC should investigate whcthcr thcrc
wcrc any NSSF olficers and / or invcstnrcnts lund ntanagers or bank managers who wcrc
negligcnt on the investmcnt proccss and any brcach ol'thc law or rcgulations on the part of
thc conccrncd NSSF officers. lf any officcr is found culpablc, he/shc should be hcld
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personally liable lor thc financial loss, DPP should initiate a lcgal proccss to recover the
amount so lost with intercst from the concem€d officc(s) at the prcvailing CBK rates.

Within thrce months upon adoption of this report, KDIC (Kcnya Deposit Insurance
Corporation) should submit to the Committcc a comprehcnsive status rcport on the how
thc NSSF investmenls with thc two collapsed institutions has becn recovcred and any other
stalc corporations affectcd by the collapse.

Within thrcc months upon adoption oflthis rcport, thc accounting officcr for NSSF should
subrnit to the Commitlcc a comprchensivc status report on the Kshs.204,514,654.22
dcposits outstanding from lmpcrial bank and Kshs. I 6,81 0,91 8.50 outstanding from Chase

Bank.. Furthcr, within thc samc period the Accounting Olficcr lbr NSSF should submit to
thc Committee a comprchcnsivc status rcport on the Kshs. 666,900,000 on Investments in
Corporatc Bonds lrom Imperial Bank and Chase Bank. Thc reporls must be supported with
certified documentary cvidence lrom the parties concerned.

Within thrcc months upon adoption olthis report, the National Assembly, should initiate
enactment of a law or amend thc existing laws that would compcl and hold managements

of investment banks/institutions, deposit taking institutions, commcrcial banks and similar
institutions or thosc who occasion collapse ofsuch instilutions to be hcld personally liable
lor the loss and hcncc rccovery of losses bc made liom thcir pcrsonal propcrty or those
held by proxy if provcd to be procceds of thc activilics associatcd with collapsed
instilutions.

3.0 Rcnt Dcbtors

39. The Committce hcard that, the statcmcnt of asscts availablc lor bencfits reflects rcnt dcbtors

totaling Kshs.770 ,109,437 as at 30'h June, 2020. Notc 37 (iii) to the financial statements
highlights contingcnt rental income totaling Kshs.30,681,000 collected by various property
agents from the Fund's tcnants in Nairobi at Bruce House, llazina Trade Centrc, View Park

Toweru and Nyayo Estate. However, the collcctions had not been rcmitted to the Fund as at

30th June, 2020. Although managemcnt dcrnonstrated new intcmal controls intended to
prevcnt agcnts from withholding rcceipts collected lroln thc Fund's tenants, thcre was no

clarity on how thc withheld rental income totaling Kshs.30,681,000 would be rccovered.

40. ln addition, notc 37(vi) indicates that a tenant named Kcnya Collegc of Mcdicine with offices
at both Hazina Tradc Ccntre and View Park Towers prescnted lake banking slips totaling
Kshs.9,377,627 purporting thesc (o havc becn transacted for rent paymcnts. Rental records

indicatcd tlrat Managemcnt recovercd Kshs.20l,550 after sclling-off thc tenant's assets.

Howcvcr, additional mcasures, if any, takcn to recovcr the balancc amounting to

Kshs.9, I 26,077 wcre not discloscd.

4l . In thc absencc of sufficicnt information, the amount of rccovcrablc rent and debtors could
not bc conlirmed.
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Management respons€

42. The managemenl informed the Committee that, the amount of Kshs.30,681,000.00 rclate to
outstanding rent, service charge and parking fees in rcspect of Bruce House Nairobi that was
collected by M/s Milligan & Company Ltd, who was thc lrund's property managcntcnt agcnl
but lailed to rcmit the amount to thc Fund back in 1997.

43. The Fund filed a suit for rccovcry oIKshs. 30,681,000 liom Milligan & Company Ltd under
HCCC No.8659 of 1997 NSSF Board of Trustccs Vs Milligan & Company Ltd through
Okoth & Kiplagat Advocates. Judgment for the case was cntered for Kshs. 27 million out of
which the judgment debtor paid Kshs. L5 million.

44. lt, howcvcr, provcd difficult to rccover the balancc on accounl of the passing on of Kassim
Owango, thc Dircctor of Milligan & Company Limitcd after which Milligan & Company
Limitcd went out of busincss and is no longer in existcncc. Efforts to trace tlte assets of the
company as wcll as thosc of thc directors wcre unsucccssful. Management has since
requested thc Board of Trustecs to approve wnte-off ol'thc outstanding balancc owed by
Milligan & Company Ltd and its directors on account of being long outstanding and the
unfeasible chances of recoverabilitv of the debt.

45. Thc amount Kshs. 9,32'1,627 relatc to rent owed by Kenya College of Medicinc lor space
occupicd at Hazina and Vicw Park Towers. Kenya College of Medicine presented fake cash
deposit slips to the Fund. Thc Fund sued against the dcf'cndant who was a tcnant at both
Hazina & View Park towers lbr default ofrent payments and issuing of fake banking slips
amounting to Kshs. 9,327,627.00 via HCCC No 706 of 2012 Board of trustec NSSF Vs-
Collegc of Medicine & Relatcd Studics. The matter was dismissed on May,20l 8. 'Io avoid
such losses ever happening in thc l'uture, thc Fund introduced strong controls whereby all
rent is now paid directly to thc Fund's bank accounts and strict procedures olverifying any
bank advicc presented by tcnants bcfore issuing reccipts.

Committee obscrvations

Thc Committcc observed that

The Fund management had not instituted strong intcrnal controls lo safeguard the Fund
Assets against loss.

The prcscntalion of lakc banking slips amounting to Kshs. 9,327,627 as rcnt by the
proprictors of Kenya Collegc of Mcdicine for spacc occupied at Hazina and Vicw Park
Towcrs was fraudulent and criminal on the part oftenant. However, the managcmcnt or its
agents lailcd to do due diligcncc whcn receipting thc antount.

ll

lll The loss ol Kshs. 9,327,627 is attributable to wcakncss in controls set out in tlcgulation
90 of the PFM (National Government )Regulations 2015 on preparation ol bank
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rcconciliation. The loss rnight also be linked to the issue raised by the Auditor-General in
this rcport on delayed resolution ol'rcconciling items by the Fund financc department.

Thc loss of rental incomc totaling Kshs.30,681,000 collccted by Milligan & Company
Limited from the Fund's tcnants in Nairobi at Bruce IIouse, llazina Tradc Centre, View
Park Towcrs and Nyayo Estatc might be attributablc to poorly drawn agrecmcnts whose

loop holes wcre exploited by the agcnts.

The Managemcnt produccd before the Commitlee a decrce issued in Nairobi HCCC 859

of 1997 NSSF vs Milligan & Company Lld dated 6'h November 1997 arising lrom a consent
judgmcnt whcre Judgment was entcred in favour of NSSF against Milligan Company Ltd
for a sum ol Kshs. 15,000,000 and the amount was lo bo paid in three cqual monthly
instalmcnts of 5,000,000 cach with cffcct from I 5rh Novcmber 1997 and on or before the

fiftcenth day of each subsequcnt rlonth.

Committec rccommendations

The Committcc recommends that

Within three months upon adoption ol this report, EACC should carry out investigation inlo the

two matters on Kenya College ol Mcdicine and Milligan & Company Limited with a view to
establishing whcthcr there was any breach of the law or regulations on the part of thc concemed

NSSF officcrs who occasioncd or aidcd in occasioning thc loss of Kshs.40,008,627. Further,

establish whcthcr tl.rc amounts could bc rccovered from the cstates of the proprictors ol Kenya
College ol'Medicine and Milligan & Company Limited. If any officcr is found culpablc, he/she

should be hcld personally liable lor thc loss and the DPP should instilute legal proceedings against

the culpable officers.

4.0 Payables and Accruals

46. Thc Committcc heard that, the statcment of net assets availablc lor benefits reflects payables

and accruals totaling Kshs.l,8 29,344,143 as at 30th Junc, 2020 which in tum include

Kshs.320,002,494 owed to various vcndors, as discloscd in Note 32 kl the financial

statcmcnts. Examination ol' thc payables lcdgcr indicated that payablcs totaling
Kshs.258,854,938 outstanding sincc 2012 were nol supporled by invoice rcccipt vouchers in
the clcctronic (SAP) accountin8 systcm.

47. No cxplanation was provided by Management why the respcctivc vendors had not presentcd,

or becn asked to presenl, invoices to thc Fund lor paymcnt. Further Managcment did not

explain whether the respective owncrs of the payablcs totaling Kshs.258,854,938 were

notified ol'thc balances and a rcport ntadc to the Unclaimcd Asscts Authority as prescribcd

in Scction l9 and Section 20 ol'thc Unclaimed Asscts Act No. 40 of 201I, rcspcctivcly. As
a result, thc propriety ofthc payablcs totaling Kshs.25tl,tl54,938 could not be confirmcd.
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48. In view of these anomalies, the payables and accruals balance totaling Kshs.1,829,344,143
as at 30 June, 2020 may not be fairly stated.

Management rcsponse

49. The management informed the Committee that, thc amount of Kshs 258,854,938 was the
balance of the GR/IR (Goods Receipt/ Invoice Rcceipt) account as at 30th June,2020. GR/IR
is a clearing account in the Fund's ledger which is posted when iterns (goods, assets, services)
procured are received awaiting invoicing by vendors.

50. The accounting entries are as follows: -

When items/services arc received./accepted

Dr. Assel,/Expense/Stores
Cr. GfulR Clearing account

On receipt ofthe invoice from vendors:
Dr. GR/lR Clearing account
Cr. Vendor with the invoiced amount.
When vendor is paid:
Dr. Vendor
CR. Bank

5l . Because the items/assets/services have been received and accepted but the vendor is yet to
invoice, the balance in the GR/IR Clcaring account is added to the vendor balances when
reporting.

52. At the rcporting date, this account containcd a few items which emanated from the
changeover of systems from legacy systems to SAP. Key to note, the balance of Kshs.
258,854,938 is an account balance as at the reporting date. Not all the items making up the
balance had problems but only a few which have since been investigated and adjusted.

Committee observations

Thc Committcc observed that -

The Committee noted with concem that payables amounting to Kshs.258,854,938 had been
outstanding since 201 2 bccause they were not supported with invoice receipt vouchers in the
elcctronic (SAP) accounting system. This was despite the Fund having reccivcd the goods,
accepted and recordcd in their financial records. It is unlikely that the suppliers madc the
deliverics and were not interested in receiving paymcnts in that respect. The anomaly may
expose the fund to fictitious claims or other financial exposurcs due to unsupported and
dclayed payments.
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lt The accounting officcr indicated lhat not all the itcnrs making up the balance had problems
but only a few which have since becn investigated and adjustcd. There was no explanation as

to why thc rcspectivc vendors had not presented, or bccn askcd to present thcir invoices to the
Fund for payment until and after being questioned by the auditors.

Ahhough the management submitted that thcy conducted invcstigations in to the payablcs,

the accounting olTicer failed to submit to the committee thc rcport on the findings ol the
investigation they had conducted.

The managcmcnt did not explain whether thc rcspective payees of the payables totaling
Kshs.258,854,938 were nolified ofthe balanccs and a reporl made to the Unclairned Financial
Assets Authority as prescribed in Scction l9 and Scction 20 ofthc Unclaimed Financial Assets
Act, CAP 494.

Committee rccommendations

Thc Committee recommcnds that

Within three months upon adoption of this rcport, EACC should carry out investigation
into thc payables totaling Kshs.25 8,854,93 8 that were not supported with invoice reccipt
vouchers in the electronic (SAP) accounting systcm. The invcstigation should be conducted
with a view to establish whethcr thcy were gcnuine supplics to the entity and whether the
claims are valid. If any officer is lound culpablc lor any malpractice, he/she should bc hcld
personally liablc lor thc loss of public funds, and should be surchargcd the amount in
question at the prevailing CBK rates.

Within three months upon adoption of this rcport, the Accounting Officcr lorNSSF should
submit to the Public lnvestmcnt Committec on Social Services, Administration and

Agriculture through the Clerk of thc National Assembly, a comprehensivc status report on

the invcstigation conduc{ed as pcr their submission to thc Committee during deliberations
detailing the adjustmcnts made and evidencc ol'cventual scttlcment of the dues. The rcport
must bc supported with certified documentary cvidence from the parties conccmed.

ll

Othcr Matter

1.0 Budgetary Control and Performance

l.l Revenuc

51. Thc Conrmittee heard that, the statcment ofcomparison and actual amounts indicates that lhc
Fund's rcvcnue budgct lor the ycar under rcvicw amounted to Kshs.27,9t10,566,000 and

actual rcvcnue Kshs.20,524,649,68 I resulting to a shortlall of Kshs.7,455,9 I (r,319 or 27%o

of thc rcvcnuc budgct as indicated in the Appendix to the audit report.
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54. Management attributed the revenue shortlall to reduced economic activities in the third and
fourth quarters of the financial year due to effects of Covid-19 pandemic. The significant
revenue shortlall totaling to Kshs.7,455,916,3 l9 implied that funding for programmes and
activities planned for the ycar may have bcen constrained.

Management response

55. The management informed the Conrmittee that, the F-und's rcvenue perfonnance is as

analyzed below: -

56. The Fund's budgct amounted to Kshs. 39.5 billion, Kshs. 19.02-billion-member contribution
and Kshs.20.34 billion investment incomc. The Fund realized Kshs.20.42 billion from
investmcnt income which is 10004 pcrformancc. During the COVID-19 pandemic, the Fund
implemented a robust diversification strategy. To mitigate thc impacl of the volatilc stock
market, investmcnts were strategically allocated towards fixed income securities. The
exceptional performance of thcse securities effectively counterbalanced the downturn
expcrienced in the stock market.

57. As a long-term investor, the Fund [ollows a value/impact investing approach. This means
that it rcmains unaffected by short{crm market fluctuations as it focuses on the broader,
long-term position of its invcstments. The Fund recognizes that short-term market
oscillations arc temporary, and does not waver in its commitment to investments with strong
undcrlying markct fundamentals. These fundamentals rcmain solid and resilient despite thc
temporary variations experienccd in the short tcrm.

58. Thc Fund was able to collect 77yo of the member contribution budget despite the many job
Iosscs and salary reductions which instantly rcduced contributions resulting to variance of
23 %o under performance.

Revenue Budget Actual Variance
Ordinary revenue
Contribution 19,069,065,000 t4,732,57 | ,428 (4,336,493,572) (23)
Dividend income 2,900,000,000 2,685,340,385 (214,6s9,615',1 (1)
Interest income 14,883,000,000 t6,007,2't2,579 |,124,272,579 8

Rent income 1,218,225,000 t,221,339,395 3,I I 4,395 0
TPS interest income 657,500,000 473,625,548 (183,874,4s2) (28)
Realized gain on investmcnts 670,000,000 (s0,669,2t2) (720,669,212) ( 108)
Other income 60,000,000 83,337,900 23,337,900 39%
Total ordinary revenue 39,457,790,000 35, I 52,81 8,023 (4,304,91t,977) I lo/n

Valuation of Invcstments:
Unrealized gain on investments (6,918,724,000) ( 10,194,6t 9,584) (3,275,8e5,584) (47)
Total revenue 32,539,066,000 24,958,198,438 (7,580,867,s62) (23)
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59. Despite the difficultics occasioncd by thc pandemic, ovcrall, the Fund was ablc to achicve
77o ol tls rcvenue target, which is a fair performancc.

Committee obscrvations

Thc Committee ohscrved that

The shortfall of Kshs.7,455,916,319 or 27o/o of the revenue budget affccted the planned
activitics and impacted ncgatively on the service dclivcry to the publicibencficiaries.

The managemcnt submission that during the COVID-19 pandemic, thc Fund implemented a

robust diversification strategy is not supported by any evidence. Despite the diversification,
the Fund performed dismally on bolh realized and unrealized gains on investments.

Furthcr, thc Committce observed that, il'this position holds that as a long{crm investor, thc
Fund lbllows a valuc/impact invesling approach which means that it rcmains unaffccted by
short-lcrm markct fluctuations as it focuscs on lhe broader, lonS-term position of its

investments, then thc procceds lrom invcstments would not have been negatively aflccted as

observed in the audit query.

Also arising from thc foregoing, thc Courmittee observcd that the Funds' investments wcre
not hedged against market volatility cffects such as the Covid-19 pandemic which was only
a short-tenn phenomenon during the period under review.

The investment manager and othcr financial advisors did not do duc diltgence while
investing public funds.

Committee Recommendation

Thc Committee recommcnds that

Thc Accounting Officer should ensure at all times that thc budgcts are realistic, achievable and

always adhere to annual work plans, procurcmcnt plans and rcvenuc collection schedules in

compliance with Regulalion 44(2) oflhe PFM (National Government) Regulations, 2015.

1.2 Expenditure

60. The Committee heard that, the shtement ofcomparison ofbudget and actual amounts further
indicatcs that the Fund had budgeted to spend Kshs.7,2 22,469,000 in the year under review
but spcnt Kshs.5,942,306,669 resulting to an undcr-cxpenditurc of Kshs.1,280,162,331 as

tabulated in thc lbllowing tablc:
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Budget Actual Over/Under

Kshs.
( ) Over/Under (-)

Kshs Kshs %
I

staff costs
4.663,192,000 3,820,005,85 7

-843,1 86,143 t8

2 General
Administrativ

Costs

1.812,777,000 1,570,733,4t3
-242,043,587 l3

J Investment
Managcmenl
Expenses

746,500,000 534,883,716 -2t I ,616,284 28

Total 7,222,469,000 5,925,622,986 -1,296,846,014 l8

61. Managemcnt explained that under-expenditure totaling Kshs.843,l 86,143 incurrcd on staff
cosls resulted from delay in recruitment of scnior management and in implementation of a

Collcctive Bargaining Agrcement signed with staff, and delay in effecting inflation
adjustments on employee emoluments.

62. The variance in investment management expcnses amounting to Kshs.2l 1,616,284 or 28%o

was explained as having been occasioned by low activity in the money and capilal markets.

63. The under-expcnditure totaling Kshs.1,296,846,014 implied that the Fund may have scaled-
down on implementation of the programmes and activities planned for the year. Therefore,
somc of thc Fund's goals and objectives set for the year lnay not have been achieved.

Managemcnt rcsponse

64. The managemcnt informcd the Committee that, thcre was dclay in concluding negotiations
for CBA with union staff which has subsequently been concluded and implemcnted
202012021 financial year. The recruitment of senior stalf remains pending because of
govemmcnt circulars freezing recruitment and conclusion ofajob cvaluation exercise which
has bcen concluded now. Thcsc two arc the causc for the low absorption of staff cost as
planned. The Fund continues to optimize its available human rcsource to meet its stralcgic
goals.

65. Suppresscd economy and market affected the investment activities of the Fund forcing thc
Fund to adopt a cautious approach resulting to thc under absorption of investment
managemcnt expenses.
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Budget line Budget Actual Variance o/o Explanation

Managcment
investment exPensf

746,500,000 534,883,7 r6 211,616,284 280/" Positive variance is attributed to
reduced performancc aclivily in
market sincc the cost is based on

performance of the respective
service providers in thc markct.

Compensation
employees

of 4,663, r92.000 3,820.005,857 843,186,r43 t8v" Thcrc was an overall dccrease on staff
expense mainly due to delay in
recruitment of senior managemenl as

well as delaycd implcmentation of
CBA and inflation adjustment on
employee emoluments.

Truslee' Emolumenls 45.500,000 39,505,364 5.994.636 130/. under absorption of budget is due to
reduced activity occasioned by Covid-
l9 which reduced meetings in the

second halfofthe year.

Travelling Costs 179,951.000 144,47 5 ,24'7 35,475,753 20% Positive variance was occasioned by
reduccd compliance aclivitics in 3rd

and 4th quarter of the year due to
Covid-19. otherwise if all planncd

activities were undertaken it would
have been 1007o absorption.

Transport Costs 82,500,000 36,39'1,546 46,102,454 56%

Rent Expense 3r0,442,000 288,515,246 21,926,7 54 the slighl under absorption was

occasioned by dclayed signing oflease
agreements which had been planned to
take effect in the year.

Printing, Stationery
and Photocopying

47,6r 0,000 28.246,829 19,363,l7l 4tv. Positive variance was occasioned by
reduced compliance activities in 3rd

and 4th quaner of the year due to
Covid-19. otherwise if all planned

activities were undenaken it would
have been I 000/o absorption.

Postage, 'l'elephone

and lntemet Expenses
109,677,000 78,39 r,575 31,285,425

Illectricity,
Sccurity
Conservancy

Watcr,
and

91,603,000 74,532,793 t'7,0'70,207 190/o

Training Expenses 125,500,000 67,910,485 57,589,515 460/"

Repairs
Maintenance

and 196,470,000 152,843,671 43,626,329 22%

Ilospitality Material
and services

3,530,000 2,7t7,t39 812,861 23%

Consultancy and

Professional Expcnse
50,000,000 32.62'1.980 1'7,372,020 35%

l,cgal lixpensc 50,000,000 t02,089,190 -52,089,190 -104% over absorption of the legal expenses

is altributcd to delaycd in finalization
oflcgal claims in previous years which
werc finalized and paid in thc year

Audit l'ces 8,000,000 8,000,000 0 oo/. This cost has been maintained as

provision payable to Auditor General

ss
Development

Policy 50,000,000 135,060 49,864,940 100% Positive variance was occasioned by
reduced activities gearcd lo unlocking
the NSSF Act in lhe yeardue to Covid-
19, otlrerwise if all planned activitics
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were undertaken it would have very
high absorption

General Insurancc 54,000,000 20,866.89:l 3 3,1 33, 107 6t% under absorption is attributable to
delayed in delivery of Motor vehicles
and othcr ICT related asset in lhc year
as well as reduccd insurance fees due

to disposal of some assels during the
year.

AGM Expenses 20,000,000 2,884,538 t1 .t t5.462 86% Positive variance was occasioned by
govemment guidelines on social
distance which meant no physical
meetings in the year due to Covid-19,
otherwisc if all planned activities were
undertaken it would have v€ry high
absorption

ISO Expenses 35.000.000 24,805.120 10, r94,280 29v" Positive variance was occasioned by
reduced activities geared to
recertificalion and implemcntation of
new standard in the year due to Covid-
19, otherwise if all planncd activities
were undertaken it would have very
high absomtion

andAdvertising
Publicity

35.000,000 35.225. 3 -225. t t3 -lo/o

Marketing expcnsc 60,000,000 30,648,104 29,35 r,896 49v"

Corporate Social
Responsibility

22,500,000 21,831,q27 666,073 3%

Positive variance was occasioned by
reduced marketing and social
investment activities geared to
improving the organization image and
marketing in the year due to Covid-19,
otherwise ifall planned activities were
undertaken it would have very high
absorption

Finance Expense r0,000,000 25,888,569 -15,888.569 -159% over absorption of finance charges is
attributed to high bank charges which
we are negotiating with the bank to
reduce the cost

Other Adminislrative
Expense

84,645,000 t06,2 t7.525 -25v. over absorplion of other administrative
costs is altributed to activities not
affected by Covid-19 like sofiware
licenses.

Depreciation
amortization

& 140,849,000 245 ,9'1 4 ,901 - r05, t25,901 -75% over absorption of is attributcd to
completion of operational asset under
constructions projects which were
transfered to complete assets and
depreciation took effect

Provision 16,683,683 it was not envisaged that the provision
ofdoubtful debts will increase.

Total 't,222,469,000 5,q42,306,671 1,280,162,329 t8%
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Committce obscrvations

The Committee observcd that

The under-expcnditure on somc budget items affected thc planned activities and impactcd
negatively on the service dclivery to the public/beneficiaries.

i)

ii) The Cornmitlce was concemcd that while cxplaining thc underperformance on various
budget items, thc NSSF management cited COVID-19 pandemic effects. lI this was the
cause, then the cxplanation ofover-expenditure ofKshs. 2l ,572,525 on othcr Administrativc
Expense that was attributcd to activities not aflccted by Covid- 19 like soltwarc licenses was
invalid. This is bccause in thc same submission, the NSSF management attributed under-

absorption on Ceneral lnsurance to delayed dclivery of Motor vehicles and other ICT rclatcd
asset in the year, thus no commensurate increase in software licenses was cxpecled.

iii) Similarly, thc Committee observed that, dcspite majority of budget itcrns being under-
absorbed, finance cxpensc was over absorbcd by Kshs. 15,888,569( 159%) which was

attributed to high bank charges.This could havc arisen out of increased bank activitics/
transactions yet the Fund rcported rcduced activities in thc period and thus suspicious.

Committee Recommendation

The Committee recommends that

i) The Committee reprimands the Accounting Officer for lailing to ensure that at all times thc
budgets are realistic, achicvablc and always adhere to annual work plans, procurement plans

and rcvenuc collcction schcdulcs in compliancc with Regulation 44(2) of thc PFM (National
Govemment) Regulations, 201 5.

ii) Within threc months upon adoption of this report, the Accounting Officcr for NSSF should
submit to the Auditor-General a tabulation of thc bank charges summing up to the

Kshs.15,888,569 and the corrcsponding bank slatements for audit revicw. The Auditor-
Gcncral shall within thc subsequent audit cyclc submit a comprchensive report on thcir
findings to the Committce.

2.0 Prior Year Issucs

66. Thc Committee heard that, the audit rcport for thc year ended 30'h June, 201 9 raised several

unsatisfactory issucs in rcgard to balanccs rcflccted in thc financial statements, lawf'ulness

and cffectiveness in use <lf resources and cfl'cctivcncss of intcrnal controls, risk managemcnt
and governance.
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67. The report of Managcnrent on progrcss made in rcsolving the issues indicatcs that activities
intended to resolvc somc of the issucs werc ongoing as at 30rh Junc, 2020. However, the
rcport does not provide disclosurcs on several issues raised in the audit report.

68. The actual status ofall thc issucs shall bc detcrmined after they are discussed by the National
Asscmbly.

Managemcnt responsc

69. The managcment informcd thc Committec that, the updated report of management on
progress made in resolving audit issucs is available lor audil verification.

Committec observations

The Committee observed that

i) The Comrnittee observed that the accounting officer did not adequately respond to this audit
query.

ii) The Accounting officer was in breach of the Scction 8l(3) of the PFM Act CAP, 4l2A
which statcs that the accounting officcr shall prepare the financial statcmenls in a lorm that
complies with the rclevant accounting standards prescribcd and published by the Accounting
Standards Board from time lo lime

iii) In addition the Accounting Officer contravcncd Scction 3 I ( I ) (a) of the Public Audit Act,
CAP 4l 2B that stalcs that, within three months alter Parliament or the County Assembly has
debatcd and considered the final report ofthc Auditor General and madc recommcndations,
a State Organ or a public entity that had bccn audited shall, as a preliminary step, submit a
report on how it has addresscd the rccommcndations and findings of the previous ycar's
audit.

Committee Recommendation

Thc Committee recommends that

The Committee reprimands thc then and thc currcnt Accounting Officers for breach of Section
tll(3) of thc PFM Act, CAP 4l24 and Section 3l (l) (a) of the Public Audir Act CAP 4128.

Rcport on Lawfulness and Effectiveness in Use of Public Resources

1.0 Non-Pcrforming Investment Prop€rty

70. Thc Committce heard that, fixcd asscts rccords indicated that among the propertics owned
by thc Fund as at 30rh Junc, 2020 was Ilazina Plaza-Polana Mombasa which, as indicated at
Note 29 to the financial statcnrcnts, had a nct book value of Kshs.530,000,000. Thc records
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indicated that thc propcrty was purchased in October, 1994 at Kshs.450,000,000 on a sale-

and lease basis but had since been revalued. It was first lcased to M/s. Azania Hotels Limited
for use as a hotel which, howcver, closed in April, 2001 while indebted to the Fund for renl
arrcars totaling Kshs.2 3 9,500,000.

7l. A private investigator was engaged to tracc asscts held by M/s Azania Hotels Limiled or its
Directors with a view to sue for thcir disposal. Case HCC No.59A of 2004 was therealter
filed at Mombasa to recover thc arrears. However, in the year under revicw, management did
not provide an updatc on lhc matter and as a result, it was nol possiblc to confirm whether
the arcars were rccovercd.

72. The records indicatcd that in April 2010, thc Board ofTrustees approved leaseofthc propcrty
to Tcchno Holdings Limited for a period of l0 years but the tenant defaultcd on rent totaling
Kshs.23,490,800. The Fund sucd for recovcry of'the amount and sought authority of the

Court to canccl thc tcnancy but sub-tenants al the property demandcd compensation lor
cxpcnditurcs totaling Kshs.123,000,000 thcy claimcd to have spent on refurbishments and

renovations of thc propcrty.

T3.ThcCourtonlS'h March, 2019 allowed thc Fund toevictthe lessee and the sub-tcnants who
Lhereafter reporlcdly rcnroved fumiturc and d6cor items they claimed to own. As a resuh, the
property was reportedly lefl in a rundown condition. It is not certain whether managemcnt
has taken legal action against thc evictces.

74. In view ol'thc forcgoing, thc Fund may not have obtained valuc for money from its

invcstment in thc property that cost Kshs.450,000,000 in 1994. Further, thc recurrent rent
arrears imply that the Fund may not have managcd the investntcnt in a prudenl way.

Management response

75. The managemcnt informed the Committce that, thc Board of Trustecs approved the

refurbishment of the propcrty on a phased basis to takc advantage ofrcnt. The refurbishment
is scheduled to commence in 202312024 financial ycar. Thc boanl minutes approving
refurbishment of the propcrty lor audit verillcation werc attached.

76. Thc case NSSF vs Techno Holdings Limited for the dcfault of rent totaling Kes 23,490,800

is still in court. The correspondenccs and other documcnts on the matter as requcsted for
audit verification was atlached.

Committee Observations

i) Thc mattcr had bccn discusscd in thc previous PIC 22n'i and 23"1 rcports and the Committce
observed that:

The Fund ditl not involvc the Statc Dcpartmcnt of Public Works rvhcn contracting M/s
Tcchno Holdings Ltd to rcnovatc thc building. The soope ol' renovations was not

a
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documented and agreed anywherc thus opcning a loophole for the tenant to arm-twist thc
Fund on the cost ofrenovations.

b Thc dralling of thc lease agreemcnt with M/s Tcchno Holdings Ltd was poorly donc thus
exposing the Fund to loss of moncy i.e., two and half ycar rent frec. The lease that was
provided by thc management had missing pages.

NSSF won thc court case relating to the ownership of Hazina Towersc

Further, the Committee obscrved thati

ri) Thc property was purchased by thc Board olTrustccs in 1992 at Kshs.450,000,000 and had
a net book value of Kshs.530,000,000 as at 30th June 2020.

iii) The building was advertised for salc on 3"r September,2009 at Kshs.300 million reserved
price but thc bids receivcd werc below thc rcservc price. It was not clear why lhe reserve
price was placcd too low yet land on which thc hotel is situated had appreciated in value
over time. Thc basis upon which the reservc pricc was determined was not provided to the
Committee for review and the devaluation ofthe property was skewed to favour a cerlain
bidder.

ir) Thc valuation report from thc ministry of lands, public works, housing and urban
development as at the time ofadvcrtisemcnt was not providcd for audit.

Committee Recommcndation

The Committce recommends that

Within threc monlhs upon adoption of this report, EACC should investigatc whether there wcre
any cconomic crimgs perpetuated by thc Fund officers in the procurcment by inflating the purchase
price and purported disposal process of thc building by devaluing the propcrly. The investigation
should also cover how the leascs were ncgotiatcd and wliy payment of rent was dcferred lor a
period of two and half years. I f any officcr is found culpablc for the loss in lease/rental l'ee, hc/shc
should be held personally liablc for thc loss, DPP should initiate a legal process to recover ths
amount so lost with interest from the concerned officer al the prevailing CBK rates.

2.0 Status of Hazina Trade Ccntre Construction Projcct

77. The Comrnittec hcard that, rccords providcd for audit indicatcd that construction works on
Hazina Trade Centre in Nairobi Ccntral Busincss District continucd in thc year undcr rcvicw.
The projcct entailed thc clcvation ol'the cxisting building into a 36-floor towcr and was
awardcd to M/S China Jiangxi. Thc project was latcr scalcd-down to l5 (fifteen) floors ar a
rcduccd contract sum of Kshs.4,09 5,862,434. Therelbrc, its scope was rcduced by 2l lloors
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equivalcnt to 58% of the original contract whereas the cost was rcduced by
Kshs.2,6l9,3 5 5,7 54 or 39oh.

78. The projcct has had a number ol'completion date extensions with thc most rccent sct lor
December, 2020 which however, lapsed bcfore thc works werc complcted. As at the timc of
audit, eleven ( I I ) certificates valued at Kshs.3,704,883,770 in aggregatc, or 830/o of contract
sum, had been paid. However, physical inspection of the project indicated that thq works
werc only eighty pcrcent (80o/o) complete. Thercforc, there was risk ofthe projecl excecding

its budgeted cost amounting to Kshs.4,095,862,434.

79. Further rcview of the project's records indicated tltat the contractor filed compensation
clainrs valued at Kshs.87l ,697,1 24 citing idle time arising from work stoppages. Expenditurc
records indicatcd that payments totaling Kshs.653,772,843 wcre made in respect ofthe claim.
Howevcr, no plausible explanations were provided by Managcrnent for the stoppages which
resulted in inellbctive use of public resourccs.

Management response

80. The managemcnt informed the Commitlec that, lhc Hazina Trade Ccnter is Multi-storey
commcrcial devclopnrent with parking's in four basemetrts, shops in ground and two
mezzanine floors and twin officc towers comprising of l5 floors. Thc plot is located within
the City Centrc betwecn Monrovia and Moklar Daddah Streets on land mcasuring l.l2l
acrcs. Contract was awarded to M/s. China Jiangxi lntemational for a Contract Sum ofKshs.
6,715,218,I 88 00.

8l . The project dclaycd due to litigation by thcn tenant Nakumatt Holdings Limited. This long

delay lcd to thc Board of Trustees making a decision to reslructure the project and reduce the

scope to l5 floors. The State Department of Public Works(SDPW) was engagcd to supcrvise

the project and cstimatc the cost of complcting the building within the revised scope. Thc

SDPW presentcd an eslimate of KES 4,095,862,434.00 for thc revised scope.

82. The contractor prescntcd a claim lbr cost of extendcd preliminaries duc to the lost time. Thc
SDPW was dirccted by the Public Invcstmcnts Committee of the National Assembly to

evaluatc the clainr and prcscnt a report which thcy did. In thcir report, the SDPW determined
thatKES 811,697,124.00 was contractually payablc to cover the costs incurred by thc

contraclor during the dclays. This was prcsented to the PIC which adopted the report by
SDPW and dircctcd that thc Fund pays thc amount as determined by SDPW. The Fund has

since paid thc claim in full.

83.The project was complcted on 24th Scptembcr, 2021 and a Ce(ificatc of Practical
Complction was dully issued. Thc Delects Liability period was concluded and all the dclbcts
identilicd werc attendcd to culminating in a Certificatc of Making Good Defects being issued

on 6th June,2022.

27



84. As at end March 2023, the officc tower has becn 5l% taken with further commitments for
most of the remaining spacc in various stages of engagentent.

Further submissions by thc Contractor-China Jiangxi

85. Thc contractor provided thc Committee with the following additional information;

Thc contractual agrecment betwccn China Jiangxi International and the National
Social Security Fund lbr the construction of the Hazina Trade Centre locatcd in the
Nairobi CBD.

Thc lctter lrom thc National Social Security Fund that instructcd them to scale down
thc floors lrom 36 floors to 15 floors at a rcduced contract sum of Kshs
4,095,862,434.00.

ll

lll

IV

Thc total amount of money received from thc National Social security Fund with
respcct lo Hazina Tradc centrc.

Thc contractor slated that Hazina Tradc cenlrc was complcted and handed ovcr on 24th
Scptcmber, 2021. Thc building is cunently undcr NSSF occupation and Management.

The contractor cxplaincd thc circumstances surrounding compensation claims valued
at KES 871,697,124 where hc cited idle timc arising from work stoppages and the
subscquent receipt olKshs. 653,772,843.

The construction of thc new towcr entailcd stlcngthcning of existing columns inside
Nakumatt Ltds' Ieased spaces. Thc claim arosc from the inability to obtain working
space to carry out column strengthening from Nakumatt Ltd who was the anchor tcnant
at Hazina Tradc Ccntre resulting to stoppage ol'the works as thc construction of tower
had to await column strengthening to bc carricd out before works on the tower could
procced any furthcr. l'he dclays in obtaining working spaccs inside Nakumatl resultcd
to loss of lime as we awaitcd to be grantcd access to carry out column strengthening.
Thc Ministry of public works evaluated the claim and recommended KES 871,697,124
as compensation. On 4th August 2020 NSSF confinned the evaluated financial claim
and commenced to honour it.

Committce Inspection visit to Hazina Trade Centre

86. TIrc Cornrnittec visitcd the Hazina Tradc centre on 30'h August, 2024 on a fact finding and
familiarization mission.

87. Thc management infomrcd thc Committce that;

The Hazina Trade Ccnter projcct was delaycd lor various reasons key being litigation by
thc solc tcnant, Nakurnatt I Ioldings which prevented the contractor from acccssing portions
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olthe site to carry out column strengthening. This long dclay lcd to the Board of Trustees

making a dccision to restructure thc project and reducc the scope to l5 floors. The State

Departmcnt of Public Works (SDPW) was engagcd to supervise thc project and estimate

the cost of complcting thc building within the rcviscd scopc. Thc SDPW presentcd an

estimatc of Kshs. 4,095,862,434.00 lbr the rcvised scopc down from Kshs. 6,715'218'188.
This was formalized in Variation Order No. I which set thc reviscd scope and cost.

ll The contractor prcsentcd a claim for cost of extended preliminaries duc to thc lost time.

The SDPW was dirccted by thc Public lnvestmcnts Committee of thc National Assembly
to cvaluatc the claim and prcscnt a report which thcy did. In thcir report, the SDPW

dctermined that Kshs. 871,697,124.00 was contraclually payablc to cover the costs

incuncd by thc contractor during thc delays (extended preliminarics) up to that point in
time, i.c. l5'h March 20ltt. Thc Fund sought thc opinion of the State kw Oflice on the

lcgality of the claim and the AG responded that according to thc contract, thc contractor

had thc righl to claim the amounts claimed undcr compensation evcnt clauses. Variation
Ordcr No. 2 was prcparcd and executed formalizing thc amount that was agreed between

thc Fund and thc Contrastor and approved by thc SDPW and Project Consultants. This
amount was paid in lbur cqual installments of Kshs. 271,924,281.05.

ln 2020, the prqect encountcrcd further dclays due to Covidl9 Lockdown which lcd to
drsruptions to the global supply chains and working environmcnt Thc disruption in
manulhcturing and shipping lcd to significant delays in procurement of imported materials.

l'he shortencd workdays and reduccd manning levels due to Social Distancing lurther
delaycd execution of thc works.

lv 1'he prqect was complctcd on 24'r' Septcmber, 2021 and a Ccrtificate of Practical
Complction was dully issued. Thc Defects Liability period was concluded and all the

delects identified were attcndcd to culminaling in a Certificate of Making Good Defccts

bcing issued on 6'h Junc,2022. A Final Account was prepared and approvcd by the State

Department of Public Works and tho Final Certificatc No. 25 was paid to the contractor

at thc conclusion oI thc contraet

As at cnd Scptember 2023, thc officc towcr has been 67% lct with furlhcr commitmcnts
Ibr most of the remaining spacc in various stages of completion.

Committee Observations

Thc Committce observed that

(i) 'fhe issue has been discusscd in thc previous PIC l9'h, 22*t ,23"1and 24rh reports with a
rccommendation Ibr thc Auditor-General conducts a ftrrcnsic audil and thcn subscqucntly
IIACC and DCI takcs up thc Inattcr for furlher invcstigation whose reports had not yct bcen

submittcd to the National Assernbly.
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(ii) The prqect was completed al a total cost of approximately Kshs.8 billion. The amount
comprised ofKshs. 2.6 billion for the original 8 floors building that was to be extended to
36 floors and the new contract pricc of Kshs. 5.4 billion for the extension of I 5 more floors.

(iii)The initial extension works of 36 floors was estimated to cost the Fund Kshs.
6,715,218,188 which was latcr scalcd down to l5 floors. The State Dcpartrnent for Public
Works estimated the scaled down works to cost Kshs.4,095,862,434.00. This was
formalized in Variation Order No. I which set thc revised scope and cost.The varied scope
of works for 15 floors and thc reviscd cost of Kshs. 4,095,862,434.00 were nol
commensurate.

(iv)The members during, the project visit notcd that the bas€ of the building columns wera not
strengthened except for clamping/jacketing the columns which served little or no purpose
with strcngth of thc pillars base and thus a nugatory cost. The Committee also noted that
without strengthening the base thc building could not have held 36 more floors. The Fund
management might and the involvcd structural engineers did not do due diligence and the
tcchnical advice offered was misleading.

(v) The Fund had not involved the statc dcpartmcnt for Public works during the design phase

1o offer technical expertise. Therc thc management failed to placc rcsponsibilities for
monitoring and implementation of thc projects to entities with the technical capacities to
implemcnt in order to avoid unnecessary terminations and variations of project cost.

(vi)The building also attracted extra Kshs. 1.4 billion to cater for penaltics for delay or idle
time occasioned during the push and pull between NSSF and management of defunct
Nakumatt supermarket.

(vii) The building was not fully occupied despite its completion

(viii) Hazina Trade Centre was one oflhe Fund's Mega proiects worth substantive amounts ol
taxpayers' rnoney which ought to havc becn iniliatcd upon the management carrying out
a feasibility study and drawing an implcmentation plan to execute the project.

(ix)The NSSF did not seek technical advicc from the State Department of Public Works when
commencing and during implemcntalion of the project; public works only camc in as
project managers in June 2017. Had NSSF sought the services of State Department of
Public Works aI the ons€t of thc projcct, NSSF would not have laced the delays and the
unnecessary costs through courl cascs.

(x) The varied scope ofworks at a contract pricc ofKshs. 4,095,862,434.00 included provision
sums of Kshs. 902,550,000.The provisions included an amount of Kshs. 250,000,000 for
fluctuations and a similar amount for contingencies. The balance of Kshs.402,550,000
being other provisions. There was no cxplanation as to how these amounts were expended
and how the fluctuations and contingcncics wcre quantified as works donc and paid for.
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(xi)The contractor took over/posscssion of thc sitc before ascertaining that the necessary
preliminary arrangements had becn madc to cnable smooth implementation ol'thc project
including notification of the tcnant on thc building-Nakumatt Holdings ol the expcctcd
disturbance, inconveniences and intcrfcrcnces with their normal operations .'['his would
havc cnabled flow of thc projccl lionr commcnccment to commissioning without rcsulting
delay and idle time that the contractor latcr chargcd with penalties citing idlc labour and
cquipment's.

Committcc Recommcndations

Thc Committee recommends that

within the current audit cycle and hy 3 I " Dcccmbcr, 2024 as stipulatcd in Arliclc 229 (4) of
thc Constitution ofKenya 2010, the Auditor-General should carry out a lbrcnsic audit on the
wholc project from fte initial contract for the eight floors to thc ncw contract lbr l5 lloors with
a vicw to establishing th€ total cost of the prqcct and the value for money and submit a rcport
to thc Committee. The rcport should includc rcasons or justifications for reduction in scopc
and whcthcr thc related cost rcductions arc commcnsurate.

ii. Within the subsequent three months upon submission of the forensic audit report and

dcpending on the outcome of thc audit, thc EACC should conduct an investigation on the then
managcment, the then Board ofNSSF and thc Contractor-China Jiangxi International with a

vicw to establish whether therc was liaud rclaling to the contract of works on thc completion
o[ Ilazina Trade Centre. Further, thc EACC should investigate the basis upon which the
contractor made claims for dclaycd works yct thcy wcrc party to it since thcy took posscssion
of the site without first ascertaining whethcr thcre were any obslacles, legal or othorwisc thal
could hinder their execution ofthc contract. Ifany pcrson is found culpable, hc/shc should bc
held personally liable for the loss, DPP should initiate a legal process to recovcr thc anrount so

lost with interest lrom the concemed officcr at the prevailing CBK rates.

3.0 lncffcctive Managemcnt of Debtors and lnvcstmcnts

tltl. Thc Committee heard that. cxanrination ofdebtor and investments records indicatcd that the
Fund had, over the ycars, incurretl krsscs on rcceivables (debtors) and investmcnts. For
instance, note 23 to the financial statcmcnts rcflccts receivables and prcpaymcnts totaling
Kshs.3,793,927,167 which includc long outstanding dcbts totaling Kshs.2tt,720,772, that
had, as at 30 June, 2020, rcmaincd unpaid lor morc than ten ( l0) years. In addition, provisions
madc for bad and doubtful debts amountcd to Kshs. 105,102,269.

It9. Similarly, thc statemcnt ol'nct asscts availablc for hcncfits reflects corporatc bonds totaling
Kshs.l ,399,604,882 which Notc 20 to the linancial statements indicatcs is nst of' doubtlul
bontls provisions totaling Kshs.666,900,000 nradc in rcspect ofFXD Chasc Bank 20 | 5 bonds
at Kshs.534,700,000 and Impcrial Bank 5.25-ycar F'XD bonds at Kshs.132,200,000.
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90. The loss provisions totaling 772,002,269 and the losses incurred on thc lcased-out propcrty
citcd in this report suggest that thc Fund's debt manager.nent and invcsttnent policies may
not be propcrly cstablished to attain lair rcturns on contributors' funds.

Management rcsponse

9l . The Committec was informcd that, out of the queried amount of Kshs I 05, 102,269, Kshs.
28,720,772 rclatc to long outstanding debts which have proved difficult to collect.
Managemcnt has recommended write-of'f fronr the Fund's books. The balance ol Kshs.
76,381,497 relate to unpaid cheque issucd by cmployers to NSSF. The Fund has a robust
mechanism of rccovering these amounts including prosecuting cmployers who issue bad
chcques. Howevcr, following a rccent court ruling which reversed an earlicr law which
criminalizcd issuancc of bad cheques, thc Fund has stoppcd use of chcques as a mode of
payment fbr member contribution, rent and any other payments to NSSF starting l.', July
2023. Meanwhilc, the Fund will continue pursuing payment ofall outstanding dcbts togethcr
with penaltics resulting from bounced chcques.

92. Thc Fund continues to cxperience an overall exposure ofKshs. 666.9 million in lmperial and
Chase banks. Impenal and Chasc Bank issued corporate bonds valued at Kshs. 2.0 billion
and Kshs. 4.822 billion, respcctivcly. ln thc samc circumstances as detailed above, thc Fund
invcsted in the issued corporate bonds and was holding Kshs. 132.2 million and 534.7 million
ofthc total bonds issued by thc lwo banks rcspeclively. At thc tirle, the Fund's total corporate
bonds holdings was Kshs. 8.996 billion and thus the exposure in the two banks accounted
for 7olo ofthe total holdings. From rhc dcal ofpurchase ofChase Bank by SBM, bondholders
are part of the 259/o who remained out of thc deal.

93. On l6th April, 2021 CBK scnt out a circular authorizing KDIC to liquidate the remaining
25%o of asscts in Chase Bank Limitcd. KDIC arc yet 1o release informalion on the liquidation
and a schcdule on the next steps. This givcs the Fund some hope to recover the outstanding
amount invcsted in Chase bank corporate bonds from the liquidation proceeds. KDIC and
CBK arc yct to issue any pronounccment on thc IBL Corporate Bond.

Committee Observations

The Committcc obscrved that

|l

The Committce obscrved with conccrn that public entities including NSSF- have continued to
lose funds through poor investment dccisions, cxaggeratsd costs/priccs and non-recovery of
tlcbts owing Lo thcrn whilc at the salne tinle thcy readily pay thcir crcditors' claims with
pcnalties on dclaycd payments and intcrest.

The Fund continucs to experiencc an ovcrall cxposure ofKshs. 666.9 million in Impenal and
Chasc banks despitc thc two institutions bcing latcr acquired by Kcnya Commercial bank and
SBM bank rcspcctively. In thc lattcr chasc bank case, thc managenrcnt indicates lhat
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bondholdcrs are part ol'the 25o/o who remained out of the deal. It is not clear how thc banks

werc acquircd and such ranking crcditors werc not involved in the acquisition dcal and NSSF

has not objected to any cither tkough a court casc or other rcgulators. At the same time it is
not clcar why KDIC and CBK are yet to issuc any pronouncemcnt on the investmcnts and

release inlormation on thc liquidation.

iii. The Accounting officcr failed to explain how and whcn thc Imperial and Chasc Bank issucd

corpomte bonds were valued at Kshs.2.0 billion and Kshs. 4.822 billion rcspectively and how

much would be recoverable.

iv. The Fund has continucd to incur losses on thc lcased-out propcrty as citcd in the audit report

suggcsting that the l"und's dcbt management and investrnent policies are not propcrly
establishcd to attain lair returns on contributors' lunds or thcrc arc individual bcncficiaries to
thesc schemcs.

The Accounting C)fllcer lailed to explain why thc Fund oplcd to invest in such risky venturcs

ralhcr than thc more sccure and guarantecd return investmcnts likc treasury bills and bonds.

Therc was already a pronouncemenl and Trcasury Circular No. l0 of 1992 which directed that

Statc Corporations invcst surplus lunds in Treasury bills and bonds.

Despite having lcgal rcpresentation, through the Attomcy Gencral's officc or thc legal counscl

cmployed by NSSF, thc Fund has continucd to lose funds on leased propcrties through failure
by thc lessecs to honour the agreements.

Committee Rccommcndations

The Committcc recommcnds that

Within thrce months upon adoption of this rcport, EACC should invcstigate s the conduct of the

then NSSF Managing Trustees, on thc role they played occasioning the loss on invcstments,

contravcning Treasury Circular No. 10 of 1992 which directcd that State Corporations invcst

surplus I'unds in Trcasury bills and bonds, why the acquisition of thc imperial banks and chasc

banks appcared skcwcd by avoiding responsibility to compensate the bondholders. EACC should

submit a report to thc Public Investmenl Committce on Social Services, Administration and

Agriculture through thc Clcrk of the National Asscmbly. Il any olficcr is found culpable, he/shc

should bc held personally liable for thc loss, DPP should initialc a legal process to recover thc

amount so lost with interest lrom the concemcd olficcr (s) at the prevailing CBK ratcs.

Report on Effcctivcness of Internal Controls, Risk Managemcnt and Covernance

1.0 Weaknesses in lluman Resource Management

l.l Senior Managers in Acting Appointments

94. Thc Conrmitlcc hcard thal, as similarly rcportcd in thc previous ycar, the Senior managemcnt

team in the ycar undcr review included scventccn ( I 7) senior mcmbers of stalf appointed on
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acting capacity for long pcriods, somc for as many six (6) years. Delay in advertising the
respective posts or confirming the acting managers may have constrained their capacity to
provide effectivc lcadership ol'thc Fund.

Management rcsponse

95. The managemcnt inlormed the Committec that, the Fund continued to have officers on
Acting Capacity cven after lapse of six (6) months because:

96. The Board at some point was not fully constitutcd. This was the period between 2014 and
2016. In July 2014, thc then Cabinet Secretary (CS) lor Labour, Kazungu Kambi ejected
COTU's Francis Atwoli and IrKl:'s Jacquclinc Mugo frorn the Board clairning that they had
alrcady served their tcrms. Conscquently, the Board could not get quorum to conduct
mcclings. lt was not until September 2016 that the two were reinstated through a court
proccss.

97. Early 2015, Aden Mohanred's Chainlanship olthc Board tenure expired and in l-ebruary
2015 thc CS Labour, Kazungu Kambi appointed Charity Kisotu as the new Chairperson of
the Board. Soon aftcr in the samc month of February, the Employment and Labour Relations
Court revokcd her appointmcnt and thc Fund was in limbo again until 2016 when Kariithi
Murimi took over the Chairmanship of the Board. In lcss than six months, Mr. Murimi
rcsigned as the Chair of the Board and passed on shortly after his rcsignation. Subsequently,
Hon. Ndambuki took over until 2018 and was succeeded by Dr. Karangi who scrved as the
Chair of the Board unlil Deccmbcr, 2022 whcn the currenr Chair, Mr. Anthony Munyiri
asccnded to this position. Thc C)rganizational Rcvicw process started in December 201 8.

Committee Obscrvations

The Committee observcd that

In thc period that the audit query highlights for scnior members of staffbeing appointed on
acting capacity for long pcriods, some for as many as six (6) years yet there was no vacuum
in the board and therefor the management response is misplaced.

ll The Accounting Officer was in brcach of section 34 (3) of the Public Service Commission
Act, CAP 185 which requircs that, an officcr may be appointed in an acting capacity lor a
pcriod not excecding six months.
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Committcc rccommendatiorrs

The Committcc rccommcnds that

i) The Committcc rcprimands thc then Accounting OI'ficcrs and thc then PS for not adhering to

lhe provisions ol'scction 34 (3) of thc Public Scrvicc Conrmission Act, CAP 185.

ii) Within three n]onths upon adoption ol'this report, thc lnspcctor Gencral State Corporations to

surchargc and rccover lron thc thcn Accounting Officcr (s) monies paid as acting allowances
bcyond the stipulated pcriod ol'six nronths.

t.2 Impending Rctircmcnt ofa Largc Proportion ofSlaff

98. The Conrmittcc hcard that, rcvicw of entploycc records indicatcd that out of the Fund's one

thousand, l26l) stafl, 4lYo wcre about to rctire aftcr scrving their rcspcctive terms. As a

result, the lrund's prospccts lor ntaintaining a stablc. cxpcricnccd workforce that would
enablc it to attain its goals and objcctivcs nray bc at risk.

Managcmcnt response

99. The managcrnent informcd thc Committcc that, thc Board ol' Trustees in 201 8 made a

rcsolution lor thc Fund to carry out organizational rcvicw lcading to llcw organizational
structurc and a ncw grading structurc which has bccn approvcd by thc State Corporations
Advisory Committcc and Public Scrvice Comrnission ancl is in proccss of implementation.
The advcrts lbr thc vacant positions and nrorc to be advc(iscd in 202312024 financial year

arc as follows:

External

lntemal

NO JOB ADVERTISEMENT DATE OF ADVERTISEMENT
I Senior Positions 26th January, 2015

2 lnformation Techno logy Manager 2l st November, 2017

, General Managers (Various) 23rd December, 2021

4 Various Positions 29th December,202l
6 Regional Managers lOth February, 2023

8 Managing Trustee 27th F ebruary, 2023

NO JOB ADVERTISEMENT DATE OF ADVERTISEMENT
I Branch Manager - lndwar I st March, 201 7

2 Branch Manager -5 positions 5th February, 2021
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3 Branch MsnFger - 8 positions 1st July, 2021
4 Regional Manager l2th February, 202 I
5 Regional Manager-2 positions 8th November, 2022

Committc€ Observations

Thc Committcc observed that

The Funds has poor succession planning strategies resulting to 4loh of the its staff nearing
retiremcnt. This may lead to unstable, inexperienced worklorce that would not enablc it to attain
its goals and objectives.

Committee Rccommendations

The Committee recommends that

i) Thc Committce reprimands the thcn Accounting Olficers fbr not adhering to section l4 H of
the Public Service Commission, Human Resource Policy and Procedure on proper succession
managemen[.

ii) Within tkec mon rs upon adoplion of this report, the Accounting officcr should submit
approved Human resource instrumcnls and the stratcgies in place to seal thc staffing deficits
in line with thc Fund budget and SRC approvals.

2.0 Inadcquate Documcntation of Expenditurc

l00.Thc Committee hcard lhal, examination of paymcnt records indicated that thcre was no
slandard format for printed paymcnl vouchers. Although postings and approvals were donc
online in the Fund's accounting software, physical vouchers flled included rnemos lor
intemal as well as staff payments and invoiccs and delivery notes for supplies, all of which
wcrc stamped scvcrally to denote various approvals. Further, the vouchers were not serially
numbered.

l0l.As a result, audit trails on accoun8 chargcd wcre hard to follow and thereforc control on
recording of expenditure was not properly establishcd.

Management responsc

102. The management informed the Committee that, the l;und's stratcgy is to implement a
papcrless system to increase efficicncy and well as a cost reduction measure. The bencfit
paymcnt process is now completcly automated.'l'he next phase is to digitize all payment
proccsses as well as intcgratc with banks for seamless and paperless collcction of revenue
and reconciliation. The SSPAS and SAP systcm that thc Fund has Implemcnted have
intcrnally gcnerated numbcrs which definc whcthcr an cntry is an accounting documcnt,
controlling or Funtls managcment. Thesc docunrcnt numbcrs conslitute the scrialization
because thcy arc unique fbr every transaction and provide all the nccessary audit trail.

36



Committee obscrvations

The Conrmittcc obscrved that

i) Thc observation made by the auditor-General points to a weak intemal control that could
bc cxploitcd by those in authority to perpetuatc fraud.

ii) 'I'he Fund's strategy to go paperless in order to incrcase elficiency as well as a cost
reduction measure is a positivc movc in ensuring that public funds are utilizcd in an

cffcctivc, cfficient and cconomical way. However, proper security fcatures and regular
back up is paramount since the collapse of thc systcm will affect business continuity
otherwise it is a risky venture.

iii) Thc Accounting Officer indicated that thc next phase is to digitize all payment processcs

as well as intcgrate with banks for scamless and paperless collection of rcvcnue and

rcconciliation. If the systcms wcre procured in 2012 yet in 2020 they wcre still not
performing thc purportcd or aspired functionalities, then thc system has failcd and thc
NSSF may not have gottcn valuc for money.

iv) The nature of services oflercd by the NSSF wcrc sensitive and their linancial documcnts
should have been handlcd with caution and care.

v) The Committee observcd that the paymcnt vouchers providcd by the NSSF were not
scrializcd for proper accountability and audit trail and thus the responscs providcd did not
fully address the queries raised.

Committee recommendations

The Committee recommends that

Within three monlhs upon adoption of this report, the Accounting Officer should submit a

rcport on sccurity mcasures and intemal conlrols that are put in place to safeguard the ICT
equipment, the SSPAS and SAP system already in place to warrant data, information and

resources including public funds sccurity to thc Public Inveslmcnt Committee on Social

Serviccs, Administration and Agriculture through the Clerk of thc National Assembly.

ii. Within threc months upon adoption of this rcport, thc Auditor-General should undertake an

ICT systems audit on the SSPAS and SAP system with a view to assessing its functionality,
controls in place and sccurity ofthc public lunds if thc NSSF were to go papcrless and onboard

all its accounting opcrations in to the systems. Thc report to be submittcd to the Public
lnvcstment Committec on Social Scrvices, Administration and Agriculture through the CIcrk
of thc National Asscmbly.
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3.0 Delay in Accounting for Mcmbers Contributions xxx

The Comrrittee heard that, examination of records on conlributions made by mcrnbers indicated
that contributions in transit not posted to individual rnernbers' accounts as at 30th Junc, 2020
amounted to Kshs.439,000,000 denoting an increase of Kshs.149,000,000 or 5l7o from
Kshs.290,000,000 rcported as at 30th Junc, 2019. No plausible cxplanation was provided by
Managemcnt for thc largc incrcase in thc balancc and the reasons for dclay in posting the
contributions to the credit of thc rcspectivc rneurbers' accounts. The delay suggested that intemal
control on accounting for contributions was weak and thcrefore, the risk ol misstatement of the
balances n,tay have bccn high.

Management responsc

103. Thc managemcnt infomrcd the Commiltee that, the amount of Kshs. 439 million was the
balancc of contributions rcmitted to NSSF by employers that was still domiciled in cmployer
ledgcr accounts as at 30th June, 2020. Posting of employee/member accounts could not be
donc at the point of paymcnt because of missing NSSF numbers even though other details
are provided by cmployers to cnable thc Fund post member accounts at a latcr date. Updating
of nrcmber accounts is a continuous opcrational activity on submission of propcr data. Out
ofthe Khs 439 nrillion, Kshs 157 nrillion has becn updated to rnembers' accounts. The Fund
continucs to encourages its members to aclivcly bc checking their statements For correclness
and updating via online platlorms

Committee observations

Thc Committee observed that

Thc NSSF boasts olimplementing SSPAS and SAP system as a stratcgy to go paperless and
that bencfit payment proccss is now completely automated. The accounting officer has also
indicated that othcr details arc providcd by employers to cnable the Fund post member
accounts al a latcr date but thc delay is duc to missing NSSF numbers. If thc contributions list
has thc unique personal data like the ID Number and the personal Numbcr, then the dclay is a
mere laxity on the part of the responsiblc NSSF stal'f.

ii. The delay in idcntrfying the beneficiarics may lead to retirees missing out on their rctirement
bencfits despitc thcm contributing for decades.

iii. The un-accountcd for Members Contributions continuc to eam investment incomes that cannot
be attributed to any bencficiary nor rctraccd to thc time ol contribution. It will hard lor the
NSSF to identily thc beneficiary and match them to their rcspcctive bcncfits and the related
carning from it. l'he incomes might bc utilizcd by thc fund to run its day to day operations al
thc cxpcnsc of thc hcneficiarics.
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Committee Recommendations

The Committee recommends that

104. Within thrcc months upon adoption of this report, EACC should invcstigate how the un-
accounted for membcrs contributions are trcatcd and invcstcd. Also cstablish where the
invcstment incomes arising from thc contributions are banked and whether NSSF has an
approved bank account where such funds arc transferrcd awaiting assignment lo the
rcspective contributors and are only drawn liom the account after identification of the
bcncficiary. EACC shall submit the rcport to the Committec. llany ofliccr is found culpable
for any loss, illegality or irrcgularity, DPP should initiate a legal process to rccover the
amount so lost with interest from thc concenrcd officer at lhe prevailing CBK ratcs.

4.0 Ineffective Accounting Software systcms

l05.Thc Committce heard that, ln thc year 2012, the Fund procured two softwarc systems
idcntified as SAP Enterprise Resource Managemcnt Programme (SAP ERP) and Social
Security and Pcnsion Administration Systcm (SSPAS). Thc systems we re intended to enable
thc Fund optimize its lunctional processes and improve opcrational eflbctivencss.

l06.Thc SSPAS was expected to providc an inlegrated platfonn that supports the [;und's corc
functions namely registration, collcctions and bcnefit paymcnt. Thc SAP systenr was to
l'acilitatc thc lrund's finance and accounting functions by providing transparcncy and

accountability in cxecuting processes.

107. Review of the functionality ofth€ two systems rcvealed thc following inadequacics

Records on the lrund's Tcnant Purchasc Schcnre (TPS) are still updatcd upon submission
of physical payment records by tenants at thc Head C)ffice since the Schcmc is not
intcgrated with thc Fund's banking syslcm to autornatically update records upon paylnent.
No satisfactory explanation was providcd why thc Finance Department would not improve
customer cxperiencc by integrating the softwarc systems with mobile-phone payment
technologics.

I;inancial statcments arc still prcparcd manually because the SAP systenr docs not
independently generate double entry accounting balanccs. Because ol thc high nurnbcr of
transactions, thc risk of errors and misstatcments is high. In addition, SAP system
cxpcndih:rc schcdules do noi include paycc narles. As a result, thc schedules do not
provide a propcr audit trail as they arc not matchcd to paymcnl vouchers or othcr relcvant
rccords. Thc SAP Loan Module is not conligured to providc analytical reporls on unpaid
chcqucs.
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VI

108. In view of thesc shortcomings, valuc for money may not havc becn obtained on thc
investments madc in the two systcms.

Management response

I 09. The management informed thc Commi(ee, that the Fund has integrated with banks for TPS
paymcnts using MPESA, through USSD *303# which is already operational. This systcm
was dcmonstraled and testcd by auditors during audit vcrification.

I10. SAP ERP system generales a trial balance and other reports which arc used for financial
reporling by the Fund. Howcver, the Fund is currently searching for a system that can handle
the last milc reporting proccsses which conform to the tcmplatcs issucd by the Public Sector
Accounting Standards Board.

I I I . The system is able to give a uniquc idcntification No. whencver a revcrsal of a dishonorcd
cheque is posted.

Committee observations

Thc Commiltee obscrvcd that

Thc issuc of the lncffective Accounting Software systcms had continued to attract an audit
qucry from thc Auditor-Ceneral in thc rcports lbr the financial years ending 30rl' Junc, 201tl,
30tr' Junc, 2019 and now in this ycar 2019/2020 on its ineffeclivcness and lack of security
features.

Furlher, the systcms have continued to attract ntore costs lor improvement of functionality, lor
examplc in the audit rcport of 201912020, the Auditor-Gencral rcported that
KSh.167,945,83 Tand KSh.29,914,248 were incurrcd on Social Security and Pensions
Administration System (SSPAS) Reimplementation and thc SAP Additional modules
respectively. The modulcs werc mcanl lor production of financial statements by the Fund.
Howevcr, the syslcnr could stillnot gcnerate financial statcmenls as expectcd ofan end-to-end
systcm.

Thc NSSF
nugatory.

did not get valuc for moncy from the two systems and thc expcnditure was

Thc systcm continues to attract liccnse fgcs yet its functionality is qucstionable

Propcr I'easibility study was not donc beforc thc SSPAS and SAP systcms were procurcd

Thcrc was pmfessional ncgligcncc in procuring a systcm that was not able to do the job that
was intcnded to. Thc conlpetency ol'thc l;und's IT dcpartrrcnt in conring up with the rcquircd
spccifications is in doubt and as a rcsult, thc Fund is losing moncy for no scrviccs rendcred.
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Committcc Rccomnrcndations

Thc Committcc recommends that

Thc Cornmittcc reprimands tlrc thcn accounting ol'licer and any othcr olficer who was

involved in thc procuremcnt proocss lor thc non-functional systcms.

Within threc months upon adoption of this report, EACC to invcstigate tltc p()curement
proccss of thc two systems SSPAS and SAP with a vicw to cstablishing whether thcre
wcrc any cconomic crimes perpctuated by the l"und officcrs in the procurcment process.

Further EACC should providc a comprclrcnsivc report on the subsequent costs infonn of
annual licensc lces and costs ol'improvement to the systcrns, dcficicncies in the systcms

functionality and olficers who may bccn involvcd in initiating thc procuremcnt oflhe wcak
system. The rcpo(s should be submitted to thc Public lnvcstlllcnt Comnrittee on Social
Scrviccs, Adnrinistration and Agriculturc through thc Clerk of thc National Asscmbly. lf
any ofliccr is fbund culpable, he/she should bc held personally liable for the loss, DPP
should initiatc a legal proccss t() recovcr thc amount so lost with intercst from the conccmcd
ol'llccr at the prevailing CBK rates.

3.0 EXAMINATION OF THE REPORT OF THE AUDI'TOR.GENERAL ON THE
AUDITED ACCOUNTS OF THE COMMUNICATION AUTHORITY OF KENYA FOR
TIIE FINANCIAL YEAR 20 I7120I8.

Mr. David Mugonyi thc Dircctor Gencral, Communication Authority of Kenya (CAK)
was accompanied try Mr. Dominic Ooko (Ag. Dir. Financc) and Ms. Lydia Chelangat
(Lcgal Officcr) ,appcarcd bcforc thc Committec to adduce cvidencc on the Auditcd
accounts of the Communication Aulhority of Kenya (CAK)for the Financial ycar
2017 t20la AND 2018/2019

FINANCIAL YEAR 20I7120I8

1.0 Cash and cash Equivalcnts

I12. Thc Committce hcard that the statenrcllt of financial position as at J0'h Junc 2018 shows a

balance of Kshs. 12,903,177,000 as Cash and Cash cquivalcnts comprising Currents accounts

ofKshs. 148,135,000, Short ternr dcposits ofKshs, 12,055.042,000 and Trcasury bills ol'
Kshs. 700,000,000. 'l'hc current accounts balancc ofKshs. 148,135,000 as rcflectcd on note

l6 to the financial statcnrents has becn cxplaincd to include a lettcr of crcdit balancc of Kshs.

46,385,767 held at Kcnya Commcrcial Bank. Howcvcr, no tlocumcnlation was providctl for
audit vcrification in support of thc cxistence of this lcttcr of crcdit as at 3Oth Junc, 201 8.

Iiurthcr, Bank rcconciliations o1'currcnts account rcvcal thc lollowing.
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l.l Ke nya Commercial Bank Account

I13. Thc initial bank rcconciliation statcment for the month ofJune,20l8 reflects a figure of
Kshs. 122,747,815.97 as the balance per cash book whilc the amount in the amcnded bank
rcconciliation stalement reflccts thc balance for cash book as Kshs. 82,262,074 rcsulting in
a movcmcnt ofKshs. 40,485,742 arising from transactions purportedly effected in July, 201 8
but included in the accounting records ofJune, 2018 which is an inappropriate treatment.
Documcnts to support the Kshs 40,485,7 42 were not madc available for audit vcrification.

Management response

I 14. The managemcnt informcd thc Commitlec that the audit observation rcgarding the difference
betwecn thc KCB bank balance and cashbook balance is acknowledged. The transactions
causing the differcnce wcre rccordcd in the next financial year 20l8l19 in the initial bank
rcconci liation submitted for audit.

ll5.Thetotal balance inthe cashbooks as of30rh Junc, 2018 was Kshs. 148,134,796. This balancc
compriscs of the following;

I 16. Rcgarding the documentation of thc lefter ofcrcdit, it was intended for acquiring spare parts
for the radio spectrum managcment system contract CCKILAI)T I 10321201 4 . The authority
has submitted the lctter of credit-

Committee Observation

Thc Commitlce observcd that

The authority contravencd the provisions of Regulation 90 (3) of the PFM (National
Govcrnmcnt) Rcgulations, 2015 which requircs that a monthly bank reconciliation to be
undcrlakcn and any discrepancics noted should bc invcstigatcd promptly and appropriate action
takcn including updating relevant cash books.

ii. The authority failcd to provide supponing docunrcntation o[ the dillerence bctween thc initial
bank rcconciliation and thc amcnded bank rcconciliation of Kshs. 40,485,742. Thrs was in
brcach of section 62 of thc Public Audit, Act Cn P 4l28 for failing to provide supporting
documcntation.

Account Named Balance
KCB Current account 128,647,841.39
Citibank Kshs 15,073,195 .92
Citibank USD 3,953,389.25
Coopcrative Bank Kshs 5to,37 t .62
Total 148,134,796.00
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iii.Thc submission by the managcrncnt that thc transactions causing the dif'ference wcrc recorded

in the next financial year 20l8l19 in the initial bank reconciliation submitted for audit ir
unsatisfactory sincc crrors in the financial statemcnts can not be corrccted by adjusting
subsequent financial year bank reconciliations. Bank reconciliations are subsidiary records that
supports balancc in the financial statcmcnts but not source documcnts.

Committee Recommcndations

The Committec recommends that

Within thrcc months upon adoption of this rcport, thc Accounting Officer of the authority
should provide supporting documentation of the difference bctween the initial bank

rcconcilialion and thc amended bank rcconciliation of Kshs. 40,485,742 to the Auditor-
Gencral for audit and reporting in thc subsequent audit cycle.

ii. The Committec reprimands thc then Accounting Olhccr lor brcach of Regulation 90 of thc
PFM (National Govcmmcnt) Regulations, 2015 and scction 62 ol the Public Audit, Act
CAP 4l2B lor failing to provide supporting documcntation of thc difference betwccn thc
initial bank reconciliation and thc amcnded bank rcconciliation ofKshs. 40,485,742.

iii.The Accounting Officer should at all times ensulc that the provisions of Regulation 90 of
the PFM (National Government) Regulations, 2015 arc strictly adhered to in order to curb
any incidcnce of unexplaincd bank reconciliation variances.

l-2 Citibank N.A Bank account

I I 7. The Committee heard that thc Bank Reconciliation statement lbr the month ol' Junc, 201 [l

rcflccts a figure of Kshs.4l ,825,299.96 as the balance pcr cash book while the amount in thc

Financial statement is Kshs. 15,023,000 resulting in a difference ofKshs. 26,892,299.96.
Even though thc managemcnt has cxplained the differcnce as unpresented payment, no

supporling documcnts were providcd for audit verification to support the paymcnt.

ll8.Under this circumstancc, it has not bcen possiblc to confirm thc accuracy, validity and

existcnce of thc Citibank account balancc ofKshs. 148,135,000 as at 30rl' June,2018.

Managemcnt rcsponse

I 19. The managcment inl'ormed the Comrnittec that, thc diflcrcnce between thc Citibank
cashbook and thc financial statcmcnts is atlributed to an unpresented paymcnt of Kshs.

26,802,104.04.1'his payment was actually made at thc close ol'the financial ycar 201712018

but paid out on 3'd July, 2017 . Thc updated Citibank cashbook ancl rcconciliation for thc
month ofJune, 2018 was subrnitted and the PAYE Voucher Chq No. 2088 paid on 3"' July,
2018 and bank statcmcnt was attached.
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Committee obscrvations

The Committee observed that

The authority contravened thc provisions ol'PFM (National Govcmment) Regulations 90
(3) which rcquircs that a monlhly bank rcconciliation to be undertaken and any
discrepancics noled should bc investigated promptly and appropriate action taken including
updating relevant cash books.

The authority failed to provide supporting documentation of the diflerence between the

cash book and thc amount in the Financial statemcnt of Kshs.26,892,299.96. This was in
brcach of scction 62 ol'the Public Audit, Act CAP 4l2B for failing to provide supporting
documcntation.

ll

ll

lll

Committce Recommendations

The Committec recomme nds that

The Accounting Officcr should at all limcs cnsurc that the provisions of Regulation 90 of
thc PFM (National Govcrnmcnt) Regulations, 2015 are strictly adhercd to in ordcr to curb
any incidencc of unexplained bank reconciliation varianccs.

Within three months upon adoption of this rcport, thc Accounting Officer of the authority
should providc supporting documentalion of the difference between the initial bank
reconciliation and the amendcd bank reconciliation o f Kshs.26,892,299.96 to the Auditor-
Gcneral for audit and rcporting in the subsequent audit cycle.

The Committce reprimands the then Accounting O{Iiccr for breach of Regulation 90 of the
PFM (National Govemment) Regulations, 2015 and scction 62 of the Public Audit, Act
CAP 4l 2B for failing 1o provide supponing documentation of thc dilference between the
initial bank rcconciliation and thc amended bank reconciliation of Kshs.26,892,299.96.

2.0 Property, Plant and Equipment

120. Thc Committce heard that, the statement of financial position as at 30'h June , 201ti indicates
a balance ofKshs. 2,980,782,000 as Property, Plant, and Equiprnent. Note 20 to thc financial
statcments reflccts an adjustment of Kshs. 208,208,000. Howcver, the movemcnl of an

adjustmcnt ol'Kshs. 202,091,084 under capital work in progress wherc only Kshs.
45,973,342 was traccablc to intangible assets whilc the balance of Kshs I 56,1 I 8,462 could
not bc supportcd by actual assct transfers to the other asset catcgorics on the assets movement
schcdule.

l2l.ln addition, adjustmcnts of Kshs. 2,638,140 and Kshs. 3,417,716 under frcchold land and

buildings and civil works rcspectively had no supporting documcnts produced for audit
verification.
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122. Further, freehold land includes additions totaling Kshs.4l ,788,000 for which procurement
and ownership documents were not provided for audit rcview.

123. Consequently, thc accuracy of thc property, plant and equipment balance of
Kshs.2,980,782,000 as at 30rh June, 201 8 could not be ascertaincd.

Management response

l24.The managemcnt informcd the Commitlee thal, in thc fiscal year 201712018, Works-in-
Progress classified under Property, Plant & Equipmenl were complcted, totaling Kshs.
202,091,804. These completed works were subsequently capitalizcd to the respective Asset
Categories.

A summary of the assets and adjustments is provided below;

125. Ms. Widescope Construction conract, which is the documentation lbr thc Kitale Station
Boundary Wall amounting to Kshs. 41,788,000. The transaction was erroncously postcd to
Land instcad of Civil works. Thc titlc deed of Kitale is provided.

Assel category Description Total

Land Kitale Station Boundary Wall 4l ,788,300

Rcnairs Buildinss Kitale Station Boundary Wall 26,485

Commercial Buildings CA HO Refurbishmcnt 111,919,277

WIP Buildines CA HQ Refurbishment 2,384,399

ICT Regulatory Systems Numbering Managcment Systcm 33,184,842

General Office Software RFID File Manasement Svstcm 12,788,500

W.I.P (PPE) Complcted & Capitalized/
Expensed

202,091,804

Land Tratiz Entemrises 2,6)9,140

Commercial Buildines AUA lndustria 3,477,1t4

PPE Adiustrncnts 6,116,254

Total PPE capitalized and adjustments 208,208,058

45



l26.The Ledger correclions amounting to Kshs. 6,116,254 in tl.re fixed assets register were
effected to correct overstatements to the assels and supplier ledger accounts due to erroneous
double posting of retention invoices that the suppliers submitted for payment after
completion of the defects liability period. The corrections were reversals of accounting
entrics that never resulted in double payment.

l27.ln the case of [-and Kshs. 2,639,140, the adjustment was effccted to correct enoneous
double posting of retention invoiccs.

l28.Thc conclusion of the contract, the supplier raised additional invoice dated 3010612018
Invoice No. 031214-04 of Kshs. 2,639,140.15 for the payment of retention that was
erroneously posted agair, hence ovcrstating the Asset and ledger balance by Kshs 2,639,140
as ar FY20l 5/l 6.

129. ln FY 2017118, correction in the general ledger was effected to correct lhe overstatemcnt of
asscls and supplier balances as listed below;

130. The Buildings of Kshs. 3,477,116, the correclion was lor double posting of retention
invoices to AUA Industria Limited as indicated below;

Date Invoice Amount

30t6lt8 5431 3,477,116.00

I 3 L At the conclusion of the contract, the supplier raised additional invoice for the relention that
was erroneously posted again, hence overstating the Assct and ledger balancc by Kshs.
3,477,116 as at FY20l6/17.ln FY 2017l18 correction in thc general ledger of the
ovcrstalement of assets and supplier balances was effected.

I)ate Invoice Amount

09to3/t6 02lo3lt5-0 742,977.45

09lo3/16 10041 5-4 735,954.80

09lo3/16 TPVI5/05 714,798.90

09t03/r6 TPU24t06 445,414.00

Total 2.639.140.00
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Committce observations

The Committcc observcd that

The authority did not avail suppo(ing documentation for audit on the adjustmcnts of
Kshs.2,638,140 and Kshs. 3.417,716 under licehold land and buildings and civil works.

i. The authority failed t<l subrnit to lhe nuditor-Gcneral the owncrship docunrents for is freehold
land additions totaling to Kshs. 41,7t18,000.

ii. That authority has a wcak internal audit systcm that was not able to identify crrors or erroneous
doublc posting in the books ofaccount which lead to misrcprescntation ofthe Iinancial position
of the authority.

iii. A review ofthc notc 20 to the financial statcmcnts rcvcaled that a transfer ofKshs. 202,092,000
Iiom the work in progress was done. Howcver the corresponding movement to thc rcspcctivc
class of complctcd asset could not be traced and thereforc Lhe financial statements were
misstatcd and not reflccting a true and fair view.

Committee recommendations

Thc Committcc rccommcnds that

The then Accounting Olficer failed to provide thc rcquired information lbr audit pursuant

r.o Section 62( I ) ol the Public Audit Act, 201 5 and the DPP should prosecute the
rcsponsiblc officcr in accordancc with section 62(2) of the Public Audit Act CAP 4128.

Within thrce (3) months upon adoption of this rcport, the Accounting Officer,
Communication Authority should submit detailed response to the Auditor-General on
how the corrections in the general lcdger was ellcctcd to align the ovcrslatemcnt of assets

and thc docurnentary evidence to proof the adjustments of Kshs. 2,63t1,140 and Kshs.
3,417,716 undcr freehold land and buildings and civil works respcctivcly. The Auditor-
General Should review the evidcnce and rcport the status in the subscquent audit cycle.

ll

3.0 Employee Costs-Salaries and Wages

l32.Thc Committec hcard that that, the statemcnt of financial performance and notc 9 to the
financial statcments reflcct an amount of Kshs.l ,140,209,000 in respcct ol' employec costs.

Howcver, monthly analysis of cmployee costs gives a total sum ol' Kshs.l,142,962,219
resulting in an uncxplained and unrcconcilcd variance of Kshs.2,753,219.

l13. In addition, bonus paymcnts amounting to Kshs. 9,589,055 madc to stalfor various reasons

lor which thc basis of paymcnts and the authority for payments listcd bclow werc not madc
availablc lor audit rcvicw;
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Name of Bonus Month Amount

(Kshs)

Lump Sum Paynents July 2017 6,274,140

Long Service Award June 201 8 l,040,375

Long Service Award March 2018 2,274,540

Total 9,589,055

134. Consequently, the accuracy ofemployee costs ofKshs. 1,140,209,000 for the year ended 30th
June, 2018 could not be confirmed.

Management response

l35.The management informed the Committee that, the cause of the variance in the payroll was
due to long service awards paid in payroll but charged to staffwelfare vote.

Payro I I A n alys is exp I an atio ns

136. The lump sum payments were paid acconding to HCA policy clause 4.7 .2 that Employees
who have reached the maximum oftheir salary scales, with positive appraisal ratings, may

Amoutrt in (Kshs.) Remarks

Total r,142,962,2t9 Payroll schedule provided

Amount as per hnancial

statements

I,140,209,000 Employee costs in the financial statements

Variance 2,7 53,219 The variance of Kshs. 2,753,219.90 was

paid through payroll but charged to staff

welfare budget vote
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be awardcd a lump sum performancc rclated bonus, equivalent to onc or more annual

incrcments, but not exceeding (3) incrcnrents per ycar.

Committcc obscrvalions

Thc Committcc obscrvcd that .

The aulhority did not avail for audit thc approval and the reasons for the payment of
bonuses to staff amounting to Kshs. 9,589,055. The authority was in breach of section 62

(l)(c) of Public Audit Act, 2015 which rcquircs that a person shall not without justification

fail to providc information within reasonable timc that is required under the Act.

ll Thc CAK Human Resource and Capital Policy manual clausc 4.7.2 referred to in the

managcmcnt submission on mcrit incrcmcnts statcs that employccs who have reached the

maximum ol'their salary scalcs with positive appraisal ratings may be awarded a lumpsum
perlormancc bonuscs equivalenl to onc or more annual incrcment but not more than three

per year was invalid in thc circumstances. The Officers in qucstion werc paid a lumpsum
equivalcnt to annual incrcment multiplied by twclve instead ofat most three. This resulted

in to an ovcrpayment ofthe bonus by Kshs. 4,705,605

Committce rccommcndations

Thc Committce rccommends that

Within thrce months upon adoption of this rcport, the Inspcctor Gencral Stale Corporations
should rccovcr the overpayment of Kshs. 4,705,605 fronl thc board members and

accounting officcr who authorizcd thc paymcnl and the paying officers who paid thc

amount irrcgularly in accordance with the law.
Thc Committce rcprimands the Accounting Officer and recommcnds that the accounting
officer should at all times ensure that thc provisions of section 62 ( I ) (c) are strictly adhered

to by providing inlormation to Audilor-General within rcasonable time rcquired undcr the

Act.

4.0 Unsupportcd Gcneral Expcnditure

l37.The Commitlce heard that, rhe statcmcnt of financial pcrformance as at 30'h June, 20ltl
shows a ligurc of Kshs.2,63 I ,195,000 as gencral expcnscs rncluded in the general expenses

are expenditures amounting to Kshs.157,164,356 which were not supported by any

documcntary cvidcncc. Thc cxpcnditure lincs arc as delailcd bclow;
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Amount

Training 23,744,23s

Enforcement 6r 5,960

Computer Software Maintenance 57,543,215

Corporate affairs r 8,314,285

Consumer affairs 54,117,773

Medical 2,828,8EE

Total 157,164,356

l38.Under the circumstances, lhe accuracy and propriety of the general expenses of Kshs
2,63 1,195,000 as at 30 June 2018 could not be ascertained.

Menagement response

l39.The management informed the Committee that, the copies of the payments voucher and
documentary evidence is provided below;

Category Payee Amount Anner

Medical Expenses MP.Shah 620,U2.00 8A

MP.Shah 760,237.00 8A

Christian Medical College and Hospital 834,400.00 8A

Nairobi Hospital 6 r 2,810.00 8A
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Category Payee Amount Annex

Total 2,828,089.00

Computer Soft Ware

Access Kenya Group Limited l,783,619.18 8B

Access Kenya Group Limited l,783,619.18 8B

Access Kenya Group Limited l,783,619.18 8B

Access Kenya Group Limited l,783,619.18 EB

Access Kenya Group Limited 7,t34,476.82 EB

Techsource Point Limited 9,429,706.80 EB

Liquid Telecommunications Kenya Limited 6,418,860.00 8B

Liquid Telecommunications Kenya Limited 6,418,860.00 8B

Liquid Telecommunications Kenya Limited 6,4 t 8,860.00 EB

Access Kenya Group Limited 7,936,8M.00 EB

Adcc Intemational East Africa Limited 4,940,000.00 8B
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Category Payee Amount Anner

Oracle Engineering Limited 1,771,988.84 8B

Totrl 57,543,073.18

Training

African Advanced

Telecommunications Institute

Level

5,000,000.00 8C

African Advanced

Telecommunications Instihrte

Level

l,861,898.93 EC

Phowad Solutions Limited 3,780,000.00 8C

May House Consulting Group 2,520,000.00 8C

Dual Dimension Consulting Limited 2,340,000.00 EC

Dual Dimension Consulting Limited 2,880,000.00 8C

May House Consulting Group 2,750,000.00 8C

Institute Of Certified Public Accountants Of

Kenya 2,600,000.00 8C

Total 23,731,898.93
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Category Payee Amount Anner

Consumer Affairs

Swirl Event Solutions Limited 18,999,757.40 ED

Swirl Event Solutions Limited 18,300,274.65 8D

Transcend Media Group 8,302,331.75 8D

African Advanced

Telecommunications Institute

Level

7,000,000.00 8D

Ashdown Limited 687,500.00 8D

Brillium Enterprises 465,000.00 8D

Awam General Enterprises 290,000.00 ED

Total 54,044,863.80

Corporete Affairs

Kyaka Hotel 308,600.00 8E

International Telecommunications Union 5,170,000.00 8E

Unicore Limited 12,834,124.80 8E

Total 18,312,724.80 8E
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Committee Observations

Thc Committee observed that

The authority did not avail documentary cvitlence to support thc expenditures amounting
to Kshs. 157,164,356. The expenditures lackcd paynrent vouchcrs raising concems about
the lransparency and accountability of the cxpenses incurred under general expenses.

The authonty was in breach of section 62 ( I )(c) of Public Audit Act, 201 5 which requires
that a porson shall nol with out justification fail to provide information within reasonable
time that is required undcr thc Ac1.

ll

Committec rccommendations

The Committcc recommends that

Within three months upon adoption of this reporl, the Accounting Officer, Communication
Authority of Kcnya should submit to thc nuditor-General thc payment vouchcrs to support the
paymcnt of Kshs. 157,164,356 under general exp€nses. Thc Auditor-Ceneral Should review thc
evidcnce and rcport the status in the subscquent audit cycle.

4.0 Payment received in advance

l40.The Committee heard that, the statcmcnt of financial position as at 30'h June, 2018 reflects
a figure of Kshs.26,479,000 as paymcnts received in atlvance comprising Kshs.20,501,000
(annual frequency license fces) and Kshs5,987,000 (annual operating fces). Howcver, the
fbllowing anomalies were noted undcr paymcnts in advance.

l4l . A samplc of l7 payments rcccived in advance comprising Kshs. 12,347,261 were compared
to invoiccs and total amount of invoiccs for the l7 users was ftrund to be Kshs.26,743,677
resulting to an uncxplained and unsupportcd variance ofKshs. 14,396,415 which was not
explained or supported. lf thc error lcvcl were lo be extrapolatcd to the population of Kshs.
26,479,000 then, thc expcctcd resultant variance would be Kshs. 30,873,460. Consequently,
it was not possiblc to confinn thc accuracy of the payments received in advance of Kshs.
26,479,000.

a) The breakdown olannual operating fce license amount Kshs. 5,978,000 containcd negative
entrics totalling Kshs. 802,975 lor which no valid explanation or reconciliation was
provided for audit scrutiny.

b) Thc brcakdown of Kshs. 20,501 ,000 reflected as annual frcqucncy liccnse fccs had an
uncxplaincd opcning balance of Kshs. 14,375,000. No breakdown was providcd lbr this
balancc and hcncc could not match to the billing and utilization during thc year.
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c) Invoiccs raised in the month ofJunc 2018 amounting to Kshs. 1,286,373 in rcspect ol'
annual frequency licensc and Kshs. 3,009,976 in respect of annual operating license
included in the payments in advancc werc not provided for audit verification.

Management response

l42.The management informed the Committec that the payments rcceived in advance refers to
fees paid to the authority before its duc in thc ncxl financial year, hence recognized as liability
in the current financial year and allocatcd to invoices in the next FY 2018/19.

143. ln June cvcry year, the Authority embarks on gcnerating invoices lor the subsequenl linancial
year and dispatching invoiccs early so that liccnses can rcceivc invoices early enough and

make payments as soon as possible and espccially from I st July of the commencing financial
year. In this regard, somc of the liccnsces normally makc paymcnts immcdiately they receivc
thc invoiccs in thc month ofJune hcncc resulting in Advance income.

144. ln somc Instanccs, invoiccs/lctters issucd to ncw clicnts say in thc fourth quarter of fte year,

shall havc amounts payablc fbr tlte financial year duly prorated in thc ofler letter, and thc

amounts for next one full ycar is also discloscd to the applicant in the letter.

l45.ln a number of instances, the applicant adds up the two amounts and pays the full sum. Thc
amount relating to the subscquent ycar is thc recognizcd as advance income. This thereforc
cxplains why amounts recognizcd in advance account may be differcnt from thc invoiccd
amounts since only income relatcd to thc financial year is recognized lor the year due and

the rest of the amounts becomes advanced income (pre-payments).

Committcc Observations

Thc Committce observed that

The Commiltee could not confimr the accuracy of the advance paymcnts where aftcr a

samplc analysis revealcd significant variances bctween the paymcnts received in advance
and thc corresponding invoices, which indicated potcntial elrors or inconsistencies in thc

billing and accounting processcs.

Thc Committcc noted that the ncgative entrics lound in the brcakdown ofannual operating
fce license amount, lack valid explanations or reconciliations, which further cast doubt on

thc rcliability of the financial data.

ll

The invoices raised in the month of Junc 2018 in rcspect of annual liequency liccnsc
amounting lo Kshs- 1,286,373 and annual operating liccnse amounting to Kshs. 3,009,976
includcd in the payments in advancc were not providcd for audit verification.
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Committec recommendations

Thc Committee recommcnds that

The Committee rcprimands thc then Accounting officer for contravening the provisions of
Section 68(2) ofthc Public Finance Management Act of20l2 for failing to submit all the
requircd information for audit within the stipulated timelincs.

Within threc months upon adoption ol'this report, the Accounting Olficer, Communication
Authority of Keya should subrnit to the Auditor-General a reconciliation of payments
received in advancc comprising of Kshs.20,50l ,000 (annual frcquency licensc fees) and
Kshs5,987,000 (annual opcrating lees) and the corrcsponding invoices and breakdown to
corrcct thc anomalies. Thc Auditor-General Should review the evidence and report the
slatus in thc subsequent audit cycle.

ll

6.0 Revenue from Non-Exchange Transactions

l46.The Committce heard that the statemcnt of financial perlormancc as at 30rh June, 2018
rcflects a figure of Kshs.7,620,184,000 as revenue from non-exchange transactions.
Examination of schcdules provided reveal the lollowing;

6,1 Annual frequency license Fces-Advance income

l47.The annual lrequency liccnse lecs of Kshs.6,223,152,000 is an amount of Kshs.7,220,500
describcd as advance income 2016/2017 (Ref ADVNC l6117 Kshs. 5,776,047 and Kshs.
1,444,593 dated l" July, 2017). Howevcr, no documcntalion was provided to show that the
amount of Kshs. 7,220,500 was includcd under liabilities as paymcnt in advance in the
financial year 2016/2017. Without the confirmation, it is not possible to confirm lhe accuracy
of Annual frequency incomc of Kshs. 6,223,1 52,000.

Management response

148.'lhe management infomed the Committce that, prior to July 2017, invoices relating to the
FN 2017ll8 had been issucd and clients made payments, which formed part of the advance
incomc in thcFN 2o16l17. As at llnancial year 2017118, this advancc income was reversed
so that this income is accountcd lor during thc year that it related of 201 7/ 18.
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Committce Observations

The Committec observcd that

An amount of Kshs.7,220,500 dcscribcd as advance incomc in 20l6l2O17 was not included undcr
liabilities lcading to thc understatomcnt of thc liabilities thus raising concems aboul the accuracy

and complclcness ol thc financial reporling.

Committec recommendations

The Committee recommcnds that

Thc Committec reprimands thc thcn Accounting officcr and the then officers in the

accounting deparlments involvcd in preparation and review of financial statemcnts lbr
failing 1cl adherc to the rcquirements of Intcrnational Public Scctor Accounting Standards
as prescribed in the PFM Act, Cap 4l2A and Regulation 271 of lhe PFM (National

Govemmcnt) regulations,20 I 5.

Within three months upon adoption of this report, the Accounting Officcr, Communication
Authonty of Kcya should submit to the Auditor-Genoral all information relating to
Kshs.7,220,500 describcd as advance income in 2Ol612Ol7 which was not included under

Iiabilities that resulted to undcrstatcment of the liabililics. Thc Auditor-General Should
review thc evidencc and report thc status in the subsequent audit cycle.

6.2 Annual opcrating license Fces-lnvoicc to Kenya Towers

l49.Thc Committce hcard that, thc annual operating license I'ees of Kshs 1,392,103,000 is an

amount ofKshsl7,l56,l88 (Rcf Nl7l706 datcd 3.7.2017) beinga duplicate ollnvoice Ref
Nl7l706 dated 1.7.2017. No crcdit note issued to reversc one of the invoices to Kenya
Towcrs. Consequently, the annual opcrating license fees of Kshs. I ,392,103,000 is overstated
and thcrefore the accuracy and completeness could not be ascertained.

Management response

l50.The managcment informcd the Committee that, invoice no. Nl7l706 ol Kshs.l7,l56,l88
was issued to Kenya Towers Limited. It was captured twicc on lst July 2017 and on 3rd July
2017 . An cntry to rcversc this double caphrre was provided.
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Committec observations

The Committcc obscrved that

The authority erroneously issued Kshsl7,l56,l88 (Rcf Nl7l706 dated 3.7.2017) which
was duplicate of lnvoice RefN I 7l 706 datcd I .7.201 7. the attendant supporting documents
to explain how the error was corrected as verilicd by thc Committee were inadequate. The
issue ofdoublc invoicing and whether thc invoiccs were honoured by Kenya'Iowers were
not addressed in the rcsponse.

The fact that the Authority issucd duplicated invoiccs no, N I 7l 706 of Kshs. I 7,1 56, I 88 on
I st July 201 7 and on 3rd July 20 I 7 is a pointer to weak intemal controls in thc authority's
fi nancial managcment systems.

ll

ll

Committee recommendations

The Committcc recommends that

Within threc months upon thc adoption of this rcport, the EACC should investigatc the
circumstances surrounding the issuancc ol duplicate invoiccs amounting to
Kshsl7,l56,l88 (Ref Nl7l706 dated 3.7.2017) which was duplicate of Invoicc Ref
N I 71706 dated I .7 .2017 . Should any person be found culpable, thc Director of Public
Prosecutions lo take the necessary legal action.

Within three months upon adoption of this report, the Accounting Officer, Communication
Authority olKcnya should submit to thc Auditor-Gcncral an evidence ofthe credit note
which reversed one of the duplicate invoices (Ref N 171706 dated 3.7.2017 o( 1.7.2017).
The Auditor-Gcneral Should review thc cvidcncc and report the status in thc subsequent
audit cyclc.

7.0 Reccivables from Exchange Transactions

I 5 I . Thc Conrmitlee hcard that, the statement of financial position as at 30'h June, 201 8 reflects
a figure of Kshs.56l,321,000 as receivables from cxchange transactions. Allhough the
breakdown of the balancc as at year end was provided, thc comparative figurc as at thc end
of the prcvious year or thc opening balanccs werc not provided and hencc it was not possible
to work out the repayments and new issues during the ycar as well as identification ol'thc
non-performing advancc which includes an amount of Kshs. 421,088,5t10 referred as CCK
property Ioan.

l52.ln addition, thc balance ol othcr reccivables as discbsed on notc l8 to thc financial
statcments of Kshs. 543,834,000 includc car insurance of'Kshs . 339.744 nredical recovcries
of Kshs. 877.760 salary advances of Kshs. 361,793, fire and mortgagc ol Kshs. 6,355 AA
subscriptions of Kshs. 102,079 and o(hcr debtors of Kshs. 92,402 all of which had no
supporting breakdown provided lor audit vcrification.
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153. Further, other receivables amount ofKshs. 543,833,807 includcs an amount ofout of which
Kshs. 4,194,364 in respect of imprest issued to olficers who hold more than one imprest.

l54.Under the circumstances, the accuracy and validity of receivables from exchange
transactions balance of Kshs. 561 ,32 t,000 as at 30 June 201 8 could not be confirmed.

Management response

155.The imprests werc surrendered in the subsequenl periods. The summary of outstanding
imprests is indicated below in table below;

156. The employee loans are maintained and recovered in payroll. There arc no defaults.
Employee Advance/loan schedule indicating the opening balance, new issues and
repayments has bcen provided.

Summary of outstanding imprest

I 57. The comparativc figurc as at the cnd of the previous ycar indicating the opening balances as

wcll as rcpayments and new issues during the financial year.

l58.CCK property loan Kshs. 421,008,580 are running loans and all staff loans are performing
since recoveries are undcr payrollcheck offplans.

I 59. Other receivables as disclosed on Note ( I 8) in the financial statements of Kshs. 543,834,000

which include car insurance of Kshs. 339,744, medical recoveries Kshs. 877,760, salary

advances ofKshs. 361,793 and fire morlgage ofKshs.6,355, AA subscriptions oflKshs.
102,079 and other debtors of Kshs. 92,402. Thc advances are performing since recoveries
arc under payroll check off plans.

Summarv Staff Debtors as at 30th June 2018

Particulars Amount

Standing/offi ce imprest t27,882.31

Staff/accountable imprcst 4,440,704.69

Travel imprest 6,665,583.51

Training imprest |,0t7 ,244.19

Board imprest I,288,824.30

Total 13.540.239.00
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160. Other receivables amounl ofKshs. 543,833,807 indicatcd that it includcs an amount ofKshs.
4,194,364 in respcct of imprest issues to olljccrs who hold more than one imprest. In certain
circumstances, an officer holds both subsistcncc allowance and accountablc imprcst.

Committce obscrvations

Thc Commitlcc obscrved that -

Thc authority lhiled to provide supporting brcakdown for audit verification receivables of
Kshs. 339,744 under insurance, medical recovcries of Kshs. 877,760, salary advances of
Kshs.361,793, Iire and mortgagc olKshs.6,355, Appropriation in Aid subscriptions of
Kshs.l02,079 and other debtors of'Kshs.92,402.

The then Accounting Officer failed to enlorce thc provision of the Regulation 93(5) of the
PFM (National Government) Regulations, 2015 that prescribes that imprest surrender be
made within 7 days.

ll-

Thc evidcnce submitted to the Committcc on how imprest amounting to Kshs. 4,194,364
did not indicatc how the inrprest was rccovcrcd in the payroll. The response was also
inadequatc to address the audit qucry imprest issued to officers who hold more than on€
imprest contrary to Rcgulation 93 of the PFM (National Covemment) Rcgulations, 2015.

Committee Recommcndation

The Committcc recommends that

Within thrce months upon adoption of this report, the Accounting Officer to provide evidencc of
the allegcd recovery of imprcst of Kshs. 4,194,364 in accordance wrth Regulation 93(6) ofPFM
(National Govemment) Regulations, 2015. The cvidencc of rccovery should be submitted to the
National Assembly and the Auditor General for vcrification and reporting in the subsequent audit
cycle.

8.0 Tradc and Other Payablcs

I 6l . The Committee hcard that, the statement of financial position as at 30'h June, 201 8 reflccts
a figurc of Kshs. tt97,145,000 as Trade and othcr payables liom exchange transactions in
respcct of which the following issucs were noted:

a) Included in this arnount is trade payables figurc o f Kshs. 691 ,158,000 of which an amount
ofKshs. 19,229,547 as rcflcctcd as Asset Deposit Compcnsation lor which the supporting
documcnts werc provided lbr audit review docs not dcmonstratc how the amounts is
payablc yct it is an insurancc claim and thc corrcsponding assct that was being cleared has
not becn clirninatcd/disposcd on thc assel's nrovcment schcdulc ofthc financial staternents.
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b) Included in the trade payable amount of Kshs. 691,358,000 is an amount of Kshs.
14,830,327 payables to Commissioner of Income Tax and an amount of Kshs. 17,426,704
payables to Commissioner of VAT which were not supported with relevant documents in
form ofreturns ofassessment to or from Kenya Revenue Authority.

c) Suppliers' statement duly reconciled to the creditor balance as per accounting records were
not provided lor audit verification especially for suppliers with balances above Kshs.
10,000,000 which totalled lo Kshs. 482,761,016.

d) The trade and other payables balance of Kshs. 897,145,000 includes unpaid employee
remittanccs of Kshs. 43,938,594 for which detailed breakdown had unexplained debit
balances totalling Kshs. 12,960,750 as shown below:

167. Consequently, the accuracy and validity ofthe trade and othcr payables balance ofKshs
691 ,358,000 as at 30rh June, 201 8 could not be ascertained.

Name Amount

KCB pcnsion-seconded staff I I,304

HELB 537

COTU Colleee 20,850

SACCO shares 6,383,480

NSSF 2,620,500

Communication Workers Union 72,612

CCK pension scheme 3,71 I ,805

Old Mutual 42,860

ICEA 9,055

SACCO Instant Loan 82,634

Communication Special savines 5,1 l3

Total 12.960.750
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Manageme nt rcsponsc

l63.The management inlormed the Committcc that, the amount of Kshs. 19,229,547 relers to
compcnsation by 1'oyota Kcnya lor the damagc of thc antennae of Monitoring vchicle. The
amount was recorded as a deposit sincc it shall be applied to the costs charged by the
cquipment manufacturcr upon rcpair of thc antennae.

164. The Authority is requircd undcr VAT act scction (19) and lncomc Tax Act scction 35 to
deduct and remit taxes to thc Kenya revcnue Aulhority. For those purposes, thc Authority
deducts the said taxes as required and remits the same to KRA. The Authority filcs retums
and payment as pcr the guidclines providcd for by KRA and the tax laws.

165. The crrployee's rcmittances and the balance that gives the balance o143,938,594 as well as
the opening balanccs ol'Kshs. 71,451,392 were settled in subscquent periods.

Committcc obscrvations

Thc Committee observcd that

An amount of Kshs. 19,229,547 reflectcd as Assct Dcposit Compensation within thc trade
payables, lackcd supporting documcntation. Additionally thc authority lailed to
dcmonstrate how it categorizcd insurancc claim as a payable and the evidencc indicating
thc elimination or disposal oI the corresponding asset related to this compensation on the
assct movement schcdulc.

An amount of Kshs. 14,830,327 payables to Commissioner of Income Tax and an amount
of Kshs. I 7,426,704 payablcs to Commissioncr of VAT werc not supporled with relcvant
documcnts in f<lrm ol'rchrms ofassessment to or from Kenya Revenue Authority.

lt

Thc authority breachcd Section l9 (4) olthe employment Act,2007 which states that an
eurployer who deducts an arnounl lront an ellploycc's remuneration in accordance with
subscction (t)(a),(0,(g) and (h) shall pay the amount so dcductcd in accordancc with the
timc period and other rcquirements specified in the law.

Thc uncxplaincd dcbit balanccs totalling Kshs. I2,960,750 includcd in thc unpaid
employec remiltanccs of Kshs. 43,938,594 implicd that somc institutions werc overpaid by
thc authority when rcmitting statutory deductions. This points to a weakncss in thc
authority's fi nancial rccords.

Committee recommcndations

Thc Committcc rccommends

Within three months upon acloption of this report, thc n ccounting C)lficer, Communication
Authority of Kcnya should submit to thc Committee thc evidcncc of recovcry of the claim
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Kshs.19,229,547 and how it was ovcntually paid to the company that repaired thc damaged
antcnnae of Monitoring vehicle.

Thc Committee reprimands the then Accounting Olficcr for violating Soction l9 (4) of the
cmployment Acl,2007 which rcquires lhat an employer who dcducts an amount front an

crnploycc's remuneration in accordancc with subsection ( I )(a),(l),(g) and (h) shalt pay the
amount so deducted in accordance with the tirne pcriod and other requircments spccified
in the law.

ll! Within three months upon adoption of this report, thc Accounting Officer, Communication
Authority of Kcnya should submit to thc Committec thc evidence and justification on how
thc Authorily overpaid other entities thc amount totaling Kshs. 12,960,750.

tv Thc Committee on Implemenlation should fast{rack thc process of implementing thc
Committee recommendations and report to thc National Assembly on thc status.

9.0 Remuneration of Directors

l66.The Committee heard that, thc statement of financial perfonnancc as at 30th Junc, 2018
reflects a ligure of Kshs.53,995,000 in rcspect of remuneration to directors. The amount
includes broadband allowance totaling Kshs.3,362,333 paid to Dircctors on a monthly basis
whose basis was not provided lor audit verifications and in addition the payment was not in
linc with State Corporations Act and Mwongozo guidclines.

167. ln consequcnce, the accountability and propriety olthe cxpenditure of Kshs. 3,362,33 3 could
not be confirmed.

Managemcnt response

168. Thc managemcnt informed thc Conrmiltcc that, the Board approved the provision ofworking
tools for both staff and Board to enable thcm to cflectively pcrform their duties.

Committee observations

Thc Committcc observed that -

The broadband allowance totalling to Kshs.3.362,333 paid to thc Board of Directors although
supportcd with llCA Circular no. l'B' of 2014 datcd l3'h Fcbruary,20l4 there was no evidencc
of approval for such by the Salaries and Remuneration Commission nor State Corporations Act
and Mwongozo guidelines. The allowancc is thcreforc irregular and recoverablc.
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Committee recommendations

Thc Committee recommends that

Within three months upon adoption of this rcport, thc Inspsctor General Inspectorate of state
corporalions should surcharge (with intcrest at thc prcvailing CBK rates) thc then accounting
officer and the then Board of Directors for the irrcgular cxpenditure ofKshs.3,362,333 and provide
documentary evidencc on thc recovery/surchargc.

10.0 Unauthorised Employcc Costs

169.The Committee heard that, the statcment of financial performance as at 30th June, 2018
reflccts a figure of Kshs. I ,140,209,000 as cmployce costs. Included in this amount is a figure
of travel and othcr allowances of Kshs. I 17,3 10,000 and Housing benefits and other
allowanccs ofKshs. 123,979,000 which was spent and there was no budgelary allocation as

no budget approvals by the full Board mccting were produced for audit verification.

l70.The slatements of financial performancc and note 9 of the financial statements reflects
contribution to pcnsions and medical actual expcnditure of Kshs. 89,807,000 although the
budgetary allocation was of Kshs. 64,100,000 resulting in over expcnditurc of Kshs.
25,70'7,000 for which no budgetary rc-allocation and approvals by the full Board were made
available for audit revicw.

l7l.In vicw of the forcgoing, the accuracy, legality and propriety of the expenditure could not be
confirmed.

Managemcnt responsc

172. The amount was within the approvcd budgct and the itcmized budget and board extract was
provided.

Committee olrscrvations

Thc Committcc observcd that

Thc expenditure ol' Kshs.l 1 7,310,000 on travel and other allowances and
Kshs.123,979,000 on Housing bcnefits and other allowances was incurred contrary to
Scction l2 of thc Statc Corporalions Act which provides that no corporation shall without
thc prior approval in writing of thc Minister and thc Treasury incur any expenditure for
which provision has not been madc in annual cstimates.

Thc responsc providcd by thc accounting officer and the attcndant appendix were
unsatisfactory sincc thc budgct is given as block figures and not itcmizcd as qucried by the
Auditor-Gcneral thus its inclusion and approval could not bc confirmed.

ll
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Committee Rccommendations

The Committee recommcnds that

Thc Committcc reprimands the then Accounting Officer and rccommends that thc accounting
officer must all tinres adhcre lo the provisions of scction l2 of thc Statc Corporations Act
Corporalions Act, Cap 446 which rcquircs the Accounting Olliccr to seek prior approval in writing
of the Minister and thc National Treasury in incurring any cxpcnditure for which provision has

not been made in annual estimates.

I 1.0 Other lncomc

l73.The Committec heard that, the statement of linancial performance as at 30rh June,20l8
reflccts a figure of Kshs.4,093,000 in respcct ofothcr income out of which Kshs. 4,093,000
relalc to slaff rent. Howcver, no documentation was providcd to support the rcntals incomc
from the staff such as the rental agreements and even the dctailed breakdown of who paid
what amounts.

l74.Under thc circumslanccs, it was not possible to confirm thc accuracy and propricty ofothcr
incomes ofKshs. 4,163,000 as aI 30rh Junc 20ltl.

Management response

l75.Thc managcmcnt informcd lhe Committcc that, the authority has staff quarters which house
stafl'. Staff rnerrbers who are housed in thc Authority's residcntial houses pay a monthly rcnt
as rcquircd. Thc authority schcdulc of the rent incorne rcccived together with the samplc
housc allocation lctters has bcen provided.

Committee observations

The Committcc obscrved that

The Accounting Oflicer did not submil thc signcd staff tenancy lease agreemcnts, thc
dctails and thc amounts paid by the tenants occupying thc authority's houses.

The management failed to adequately addrcss the audit query raised. The brcakdown of
who paid what amounts as per thc respective employce payslips were not provided.

Committce recommendations

The Committce rccommcnds that

Within three months upon adoption of this report thc Accounting Officer should subrnit the signed
tcnancy lcase agrecnrcnts and thc dctails of all the tcnants rcsiding at the authority's houscs to thc
Auditor- Gcneral and thc National Assembly. The Auditor-Gencral should audit and rcport in thc

subsequcnt audit cyclc.
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12.0 Budgct

176. Thc Commiltee hcard that, thc figures of approvcd budget presented lor audit compared to
thc amounts reflectcd in the statement of comparison of budget and actual amounts had
variances in some account balances as highlighted below:

Managcment responsc

l77.Thc management informcd thc Committce that, the actual cxpenses of Kshs.3.77l billion
shillings excccdcd the approved budgct of Kshs.3.6l8 billion shillings. This was because the
budget amount did not include an allowance lor bad debts, which are debts that are unlikely
to bc collected. The bad dcbts provision for that ycar was Kshs.702.8 million shillings. When
this amount is deductcd from the actual cxpenses (Kshs. 3.771 billion Kshs. 702.8 million),
thc resulting figure of 3.069 billion shillings is within thc approved budget Kshs. 3.618
billion

Committce observations

Committec observed that

The Authority relicd on unrcalistic projections of revenuc and expcnditure and this has
rcsultcd its actual cxpenscs to cxcccd thc approved budgctary allocation.

The assertion by thc authority that the budget amount did not include an allowance for bad
dcbts is inaccurate. This is bccausc thc provision lor bad debts is not a budgct itenr.

Account Balance Amount of Budget
as reflccted in the
Statem€nt of
Comparison of
Budgct and Actual
(Kshs.)

Amount reflectcd in
the Approved
Budget

(Kshs.)

Variance

(Kshs)

Enrployce
costs/personal
emoluments

I,155,238,000 388,01,14000 14,900,000

Gcneral
expenscs/operating
and adminislrative
expenscs

2,463,449,000 2,471,849,000 8,400,000)

Overall diffcrence 6,500,000
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Comnrittee Recommendation

Thc Committec recommcnds lhat

The Accounting Officcr should ensure at all timcs that thc budgcts arc realistic and

achievable and always adhere 1o annual work plans, procuremcnt plans and revcnue
collection schedulcs.

ii. The Committee citcs lhe thcn Accounting Officcr for incompetcncy

13.0 Prior Year Issues

178. The following prior year issucs wcre brought forward by thc Auditor-Gencral as issues raised

in the previous years but werc yet to bc addrcssed by the nranagement ofCAK as at the time
of the audit and reporting. Thc Committce upheld the managemcnt submissions, Committee
observations and rccommendation madc thcreon in thc 23'd PIC report having deliberated on
lhe same prior year issucs and thc Accounting Officer having affirmed on record to stand
with thc responscs submitted then, the Committcc obscrvations and recommcndation madc
thereon.

l3.l Irregular Procuremcnt Methods

13.2 Event Management Services

l79.The Committce heard that, as disclosed in Notc l2 to the financial statements the general

expenses figurc. Thc figure ofKshs 1,969,1I1,000 includes an amount ofKshs 95,408,000
in respect of consumer al Ihirs. The hgurc ol Kshs 95,408,000 also includcs Kshs I 3,302,560
being cost of cvcnt management services during thc Authority's ICT fbrum hetd on I I
November 2016 whose service providcr was identificd through requcst for quotations
nrcthod of procurcmcnt yct thc tender amounl cxccedcd the allowable threshold of Kshs 2
nrillion. This is contrary to thc Public Procurcment and Assct Disposal Act,20l5. In addition,
no signed fomral contract between the Authority and thc service provider was availed for
audit review.

l80.Furthcr, the figurc of Kshs. 95,408,000 includcs an amount ol Kshs.20,130,998 paid to

anothcr firm in rcspcct ol evcnt managcmcnt serviccs to Kikao Kikuu in Busia without a

signed contract agrccment contrary to scction 44( I )(Q of the Public Procuremcnt and Assct
Disposal Act 2015 which requires an accounting officcr to approvc and sign all contracts of
thc procuring cntity.
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l8l . In the circumstanccs, it has not been possible to confirm thc propriety of cxpenditure
totaling Kshs.33,433,557 for the year endcd 30 June 201 7.

Managcment responsc

I 82. Thc management informed the Committcc that the Communications Authorily of Kenya
through its procurcment plan of 20161217 planned to carry out ICT Consumcr cducation
forums in Bungoma, Makueni, Nyeri, Busia and Baringo Counties. For each olthc forums,
thc Authority rcquired the services of an evcnt manager. Evcnt management and related
serviccs had becn reserved for Youth, Wonren, and pcrsons with disabilities "rcscrvations"
as PPADA means cxclusive prcference to procure goods, works and services sct aside to a

defincd target group within a specified thrcshold or rcgion.

l83.ln November 2016, the Authority commcnced its IC'l' Consumer education fonrm in
Bungoma County. At that time, the Authority had not prequalified,/registcred firms to
participate in Acccss to Govemment Procurcment opportunities. Thereforc, thc Authority
invited bids from l0 firms that had bcen registcred by Thc National 'l'rcasury as

disadvantaged groups in the category of youth women and persons with disabilities as pcr
the provision of Public Procurcnrent and Assets Disposal Act Section I 57 ( I 7) " 'l'ha Nationul
Trausury shall opcruliorutlize u preferantc unrl resarvulions secrcleriet to be responsiblc.fbr
tha implcmcntation of the prcferences ond rese^)dlions under this Acl which shall b<'

responsible.[or (u) Rcgislralion, prcquali/icution und cartifictttion ofthe perxtns, colegorits
of pcrsons or grcups <ts provided./itr in undar Part Xll."

184. Thc tender for event managemcnt was thcrclbrc tendcrcd using The National Trcasury list ol'
firms rcgistered under disadvantaged group of Youth, Women and Persons with Disabilities
and awarded to M/s Sum Decorators. The Authority issucd purchase orderl6lT to M/s Sum
Decorators of Kshs. I 3,302,560 after receiving their acccptance lcttcr.

l85.The purchase ordcr in this instancc was a formal contract bidding parties as it met the
threshold of the Section 44(l)(0 and Section 135 (l ) PPADA ACT 2015.

I 86. The Authority requircd the scrviccs of an evcnt managcment for il.s County ICT Consumcr
forums in Busia and launch of its CSR activitics in Bungoma County. An advcrtiscment was
placed in the Daily Nation on 25th Novembcr 2016 with a closing date of thc tender being
on 2l st Decembcr 201 6.

I 87. The bids wcrc cvaluated and M/s Unicorc was awarded one of the (7) seven blocks that wcrc
being tcndcred to providc evcnt managcment and rclatcd services. The awardcd blocks had
Busia and Bungoma Counties as somc ol'thc rcgions lo bc covcred by the firm and as such
thc finn was engagcd to providc cvent managemcnt and related during the ICT consumcr
sducation forum in llusia ancl launch of the CSI{ activitics in Bungoma Countics.
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188. Upon acceptance ofthe offer, which had tcrms and conditions ofcngagement, the Authority
issued two purchase orders to M/s Unicorc which wcrc signed by thc Director General as pcr
PPAI)A Section 135 ( I ) which states "Thc cxislencc ol'a contract shall be conllrmed through
the signature of a contract document incorporating all agreements belween thc partics and

such contract shall be signed by thc accounting officcr or an officer authorizcd rn writing by
thc accounting officer ofthc procuring cntity and the successful tcnderer."

l89.Thesc were (onc) time jobs, with specific dcliverablcs and single tranche payment upon
ccrtification ol delivery hencc the Authority issued a purchase orders which specified thc
terms and conditions of contract binding on both partics.

Committee Observation

The Committee observed that

The Communications Authority ol'Kcnya had timc to advcrtise for this tender but I'ailed to do it
thereby stifl ing competition.

Committce Rccommendation

The Committce recommends that

'lhe thcn Dircctor General of the Communications Authority of Kenya should be reprimanded lbr
brcaking thc procuremcnt law

13.3 Design. Printing, Supply and Delivery of Branded ltcms

I 90. Thc Committee hcard that, thc gcneral cxpcnses figurc of Kshs. I ,969,1 I I ,000 includcs an

amount of Kshs.95,408,000 in respcct of consumer alfairs undcr note l2 to the financial
stalements. Thc amount of Kshs.95,408,000 also includes Kshs. I 1,977,070 for the design,
printing, supply and delivcry ofbranded givc away including urnbrr:llas and spiral notebooks
by threc firms identificd through requcst for quotations instead ofopcn tendcring method lbr
a contract of such magnitudc.

I 9l . Howcvcr, availablc information revealcd that on 2 I June 201 7, all ths three firms which were
awarded the tcnder were notified hrrlhcr changes allccting thcir contracts from one olT
supply to a lramcwork contraot/agreemcnt. The changc to thc framcwork contract was donc
contrary to sectionll4(l) ol'thc Public Procuremcnt and Asset Disposal Act 2015, which
provides that a framework contract can only be entercd into through open tcndcr and whcn
the rcquired quantity of gootls, works or non-consultancy serviccs cannot bc dctermincd at

thc timc ofentering into the agrccment.
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I 92. Consequcntly, the Authority is in breach of thc law and the propriety ol cxpenditure totaling
Kshs. I I ,977,070 lor thc year cnded 30 Jung 201 7 could not be conljrmcd.

Managemcnt response

l93.Managemcnt inlormcd the Committec that during the financial year 2015/2016, the
Authority planncd to implemcnt a servicc delivcry improvemcnt can)paign to rcvamp servicc
delivcry within the Authority. This involved rcbranding of Authority's scrvice charler and
undertaking both intcrnal and external launch. Onc of the activitics involved was printing
and supply ofbrandcd givcaway which included umbrellas and spiral notebooks.

194. Through opcn tcnder, thc Authority registered firms owned by youth, womcn and pcrson
with disabilitics in readiness to participate undcr Acccss to (;ovemment Procurement
opportunitics (AGPO) as and when requircd,

lgs.The tendcr lor supply of branded givcaways had bcen reserved lor tcndcr by the
disadvantaged groups as shown in the procurcment plan lor 2015/2016. In this rcgard, the
Authority invitcd bids for design and supply of bmnded giveaways fiom the list of the ten
(10) registered supplicrs in the category ol'design and printing ofcorporatc materials.

196. This complied with the Public Procurement and Assets Disposal Act 7l (l) which provides
that the hcad of procurcment function shall maintain and continuously update lists of
rcgistered suppliers, contraclors and consultants in various specific categories of goods,
works or scrviccs according to its procuremcnt nccds. The lists shall be applied on the
alternativc procurcmcnt ntethods as specilied and appropriate.

I 97. The alternativc method of'procuremenl uscd was rcstricled whereby exclusive preference to
procure branded give aways was set for compctitive tendering by youth women and persons
with disabilitics. Thc valuc was within thrcshold for Catcgory A as per 1'hreshold Matrix of
Public Procurcment and asset disposal Rcgulation 2006.

198. The changc fronr onc-timc supply to framcwork agrccmcnt was informed by thc fact that the
Authority coukl not dctennine the requircd quantitics ofthc giveaways at the time ofentering
into the ol'agreement for supply of givcaway that werc needed lor various corporate and
consumer fbrums. IIowevcr, tl]c rccomntcndation to entcr into framework agreement was
not implemcntcd. Thc Authority only issLrcd thc ordcrs for thc one-timc delivcry.

199. The indicatcd cxpencliture of Kshs. I 1,971,070 lor tcnder lor dcsign, printing and supply of
brandcd items was not correct. This is because the quantity was changed in consultation with
l.he uscr dcpartment bccausc thcre was an error in thc quantitics ol the umbrellas and spiral
notcbooks (10,000 instcad of 1,000). 'I'his was in compliancc with Scction 162(2) Public
Procurcnront antl Asscts Disposal Act 201 5 which discouragcs ovcrstocking ol'items.
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Committcc observations

Thc Committce observcd that

Thc tendering proccss should havc bccn opcn rather than rcquest for quotation in a tcnder
involving such magnitudes of money.

lt The explanation offered was not satislaclory

Committee Rccommendation

Thc Committee recommends that

The then Director Gcneral of the Communications Authority of Kcnya should be rcprimanded for
breaking the procurcment law.

13.4 Unclear Exccssive Procuremcnt of Brochures

200.Thc Committce hcard that, as disclosed in note l2 to the statement's financial staterlents,
thc general expenses figurc ofKshs. 1,969,1I1,000 includes an amount of Kshs.95,408,000.
The amount of Kshs.95,408,000 also rncludcs Kshs. 13,862,670 in respect of a contract for
supply of various brochures awarded to a firm on 4 Novcmber 2015 at a contract sum of
Kshs.7,675,538 for a pcriod of one year, with a performance bond of 5olo equivalent lo
Kshs.3 83,776.88. However, available information indicate that on 5 April 2016 and l3
Oclober,2016 thc Authority wrolc to the above supplier to quote and supply additional
brochurcs worth Kshs. 9,292,500 and Kshs.5,683,485 through direct paymcnt.

201 . Thc supplier was subsequently paid for the additional brochures vidc Payment Voucher. No.s
VBlcl2006ll2ll4958 dated l8 Augusl 2016 and VB|C|2OO6/12/13271 dated 23 Deccmber
2016 respectively. This was contrary to section 106(2)(b) olthe Public Procurcment and

Assct Disposal Act 2015 which requires that the requcst shall be given to as many pcrsons

as necessary to ensure clTective competilion and shall be given to at least threc pcrsons,

unlcss that is not possiblc.

202. A physical visit to thc store one year latcr in Deccmber 201 7, revealed that a total ol I 39,250
child online brochures worth Kshs. 12,323,625 wcre still lying in store unutllized.

203. In the circumstanccs, it has not been possible to conlirm the propricty ol'cxpcnditurc totalling
Kshs. 1 3,862,670 lbr thc year ended 30 June 201 7 and that the Authority was in breach of
the Law.
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Management response

204. Management informed the Comminec that the n uthority planncd to procurc printing and
packaging services of its corporatc and consumcr cducation matcrials with a budget cstimate
of Kshs 47,339,379 as reflectcd in its 201 5/201 6 procuremcnr plan.

205.On 24th July 201 5, the Authority advcrlised for printing and packaging of its corporate and
consumcr education brochurcs, fliers and posters wilh a closing date of l2th August 2015.
The tender was reservcd for Youth, Women and Persons with disabilities. The Corporate and
consumer education brochures, fliers and posters were to be printed as and when required
during the contract period ol'onc ( I ) ycar as indicated in thc tcnder document (invitation to
tendcr).

206. The tender attracted 62 firms and upon evaluation, thc firm that offercd thc most competitive
price for cach catcgory. M/s iBrand Ltd was awarded printing of the material at a total cost
of Ksh 7,675,537.50. The contract Clausc 4 A (Ceiling) statcd rhat (i) For the services
rendcred pursuant to Clause l( a) of this contract, the client shall pay the supplicr a total sum
of Kshs 7,675,537.50 inclusive of'taxcs (ii) For the scrviccs rendercd pursuant to clause I
(b) of this contract, thc client shall pay the supplicr a sum bascd on the unit rales containcd
in thc annex upon printing, packaging and delivcry of the santc as and when ordered. The
award for design and printing of brochures was thercfore through an opcn tender and not
dircct procurcment mcthod.

207. On 5th April 2016 and l3th Octobcr 2016, thc authority rcqucsred M/s iBrand Limited to
supply additional brochures worth Kshs.9,292,500 and Kshs.5,6tt3,485. This was in line with
the contract entcrcd to by the two partics. Clause I (b) olthc contract which stated that "The
supplier shall also print and packagc any other corporatc and consumcr education brochurcs,
fliers and posters of specifications sirnilar to those specificd in thc Annex as and when
required."

208. Thc Child online brochurcs were printcd lo bc uscd for thc child on-line campaign that had
been schcduled. However, thc consumcr outrcach cvents wcre postponed by (one) ycar due
to thc elcc tionccring pcriod.

209.Thc brochures arc distributcd through the lollowing dislribution channels. The Authority
increascd distribution to (2) new regional officcs in Kisumu and Nyeri, Kenya National
Libraries, E-rcsourcc centres and County Govemment olfices.
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Committee observations

Thc Committcc observed lhat

i. This was a term conlract

Clausc 4 A of the contract was couched in such tcrms as to allow whocver that has been

awardcd thc contract can do further printing and be paid at unit cost. This clause was

exploited by thc CAK to allow supply ol'additional brochures and therelore there was no

breach. However, this open-endcd contract may be subjcct to abusc.

The auditors wcre not given all documsntalion during audit hence rcason of raising the
query.

Distribution of child online broncures was suspcnded during thc elcctioneering period
hcncc the rcason why stocks were still in thc store

Committee Recommendation

The Committcc rccommcnds that -

The CAK should avoid entering into open-endcd contracts.

13.5

2 10.

The National Asscmbly should amcnd thc procurement law to restrict opcn cnded contracts

to spccific figurc

Supply of Computers to Schools and E-Resource Centcrs

Thc Committee hcard that, included in thc general cxpenscs figure ol Kshs. I ,969,1 I I ,000
undcr note l2 is an amount of Kshs.95,8t16,000 in rcspect of univcrsal service obligation.
The amount of Kshs.95,886,000 also includcs Kshs.58,577,271 paid to a firm for supply ol'
computcrs to schools and E-resourccs ccntres out of which Kshs.55,035,471 was for the

supply and installation ol conrputers, Kshs.2,934,800 for amual computcr hardware

maintenancc and Kshs.607,000 lbr annual rencwal fces for anti-virus for a period of two (2)
years and thrce (3) months.

2l I . Howevcr, examination ofavailablc rccords revealed that the supplicr attached a manufacturer
authorization lettcr which had a disclaimcr on the warranty ol thc products in place ol'the
Standard Manufacturcr's Authorization fornVlettcr spccificd in the tcndcr documcnts whcrc

thc Quality of thc Product is guarantccd by thc manulaclurcr.

2 12. Although thc managemcnt cxplained that thcy intcnded 10 award thc tender to more than onc

bicldcr as a way ol'cxtcnding thc opportunitics to womcn, youth and pcrsons with disabilities
in order to minimizc thc risk ol'any possiblc sctback to thc entire project in thc event that a
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single bidder expcricnccd challengcs thal may affcct thc dclivery of goods and scrviccs, thc
maximum number of lols that wcre to be awarded to any one bidder wcre three (3) out of the
total five (5) lots. Howcvcr, this was not the casc as thc as the above supplier was awarded
all the five(5) lots.

213. Consequently, ihe Authority is in brcach ofthe law and the propnety ofexpenditure ofKshs
5t1.577 .271 for thc ycar cnded 30 June 2017 could not be confirmcd.

Managcment responsc

214. Management informed the Committcc that in its tendering process, thc Authority uses the
skndard tender dcveloped by Public Procurement Regulatory Authority. All thc standard
tcndcr documenls have standard lonns which all bidders must completc and submit as part
of bidder's compliant to tendering process.

215. Onc of the forms is Manufacturers Authorization Form (Standard lbr attached for case of
rcftrencc). The Manufacturers Authorization Form was one ofthc forms that bidders had to
submit during the tcndcring process as a documentary cvidence of their eligibility to tcndor
and that goods arc from the eligiblc source. The tcnder document gavc a samplc format of
thc Manufaclurer's Authorization lcttcr but it was not ntandatory that it had to lnatch the
sample word by word since manulacturers might have differenl lormats of thcir
Authorization lcttcr. The purposc of the sample was to highlight on thc basic rcquircments
that were to be contained in the tcmplate.

216.l'hc 303rd TC deferrcd the papcr for rc-cvaluation citing reasons for value for moncy ilthe
tcnder was awarded to one firm thc Authority was lcl save Kshs. 2.lmillion. The re-evaluation
was done and prescnted to the TC in its 304th sitting for adjudicalion. Thc TC awardcd the
tcnder to MiS Modcm Integratcd Business Solutions of P.O Box 78610-00507 Nairobi for
thc contract to supply, install and maintain computers and software at a total tendcr sum of
Kshs 58,577,271.68, being Kshs 55,035,471.68 lbr supply and installation of computcrs,
Kshs 2,934,800 lor annual computcr hardware maintenance and Kshs 607,000 being amount
lbr annual renewal I'ces for anti-virus.

2lT.Notification letters to all participants was done vidc lctters datcd 2Sth January 2016. Thc
notification letters to the unsucccssful participants also detailcd reasons for non-
rcsponsivencss ol thc bids. 'I'hc Authority rcccivcd a complaint through the Public
Procuremenl Regulatory Authority vide letter datcd 7th March 2016 requcsting for assorted
documents relating to the tender.

2l 8.l'hc Aurhority filcd a responsc to thc Public Procurcmcnt Regulatory Authority vidc letter
datcd l6th March 2016. The docunrcnts were latcr retumed back to thc Authority and the
Public Procuremcnt Rcgulatory n uthority never stoppcd the tender implcmentation proccss.

2 I 9. Thc cornputers wcrc dclivered and installed as per tltc contract spccilications
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Committec Obscrvations

Thc Commiltcc obscrved thal

i. 'l'hc tcnder was awarded despite cxistence of a disclaimer.

ii. On the supplier being awardcd all the five (5) lots contrary
invitation to tcnder, the response given was satisfactory.

Committcc recommendation

The Committ€e rccommends that

The qucry was adequately addresscd and thcrefore rcsolved

13.6 Unaccountcd for Expenditurc

to (3) lots specificd in the

220.The Committcc heard that, included in the gencral cxpenses figure of Kshs.l.969.l I1.000
under note l2 is an amount of Kshs. 54,786,000 in rcspcct of corporatc social responsibility.
'l'hc amount ol'Kshs 54, 786,000 also includcs Kshs. 23,000,000 bcing sponsorship of thc

National Youth Talent Acadcmy. The sponsorship was on furtherance olthe 28 Junc 2012

agrcement between the Authority and UNICEF Kcnya to sponsor the National Youth Talcnt
Acadcmy boys'football team establishcd by thc govcmlnent through the Ministry ol'Sports,
Culturc and Arts at a cost of Kshs. 17 ,763,250 per year for three years, with a commcncement
date of28 Junc 2012. The agreemcnt was later rcnewed on 9 May 2016 for a total sum of
Kshs. 69,000,000 lor a period ol three years with cflcct lrom Junc 2016 to 2019 at Kshs.

23,000,000 pcr annum. However, the Kenya Academy of Sports has not submitted any

retums and financial reports of thc lbotball club (Talanta) or accounted lor the grants or the

donations as pcr thc agreement between the two parties.

221 . Further, according to the agrcemcnt, thc utilization of the funding was to be subjectcd to an

annual extemal audit by th€ Auditor Gcneral. Thc Authority was also mandated to call at any

timc for any ol thc financial accounting and other project rccords maintained by Kenya
Academy of Sports in pursuant to thc agreement and subjcct the records to an audit process

ol'its choicc. Howcvcr, no evidencc to show that the linancial rccords ofKenya Acadcmy of
Sports were subjcctcd to any audit was availed for audit revicw.

222. In addition, it was notcd on l3 Dccember, 2016 thc acting Dircctor Corporate Scrviccs lbr
Kcnya Academy of Sports wrotc to Director Gcncral Cornmunication Authority of Kenya
through lcttcr Rcf. No: KAS/A/13(21) rcqucsting for a change in rcmittance ofthe sccond
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instalment of Kshs.23,000,000 lor the lootball club (Talanta), lrom thc old accounl No.
0260500659 at Equity Bank as pcr thc agreemcnt to a new account at Jamii Bora Bank
account No. 1001823633002. Thc requcst was honored on 20th January, 2017 without
authority from lhe parent Ministry and the National Treasury.

223. F-urther, thc Communications Authority of Kenya did not notify Kenya Academy of Sports
and the Ministry of Sports, Culture and Arts of thc translcr of the funds.

224. Consequcntly, it has not been possible to confirm the propriety of the expenditure totaling
Kshs 23.000,00 transferred to Jamil Bora Bank lbr the ycar ended 30 Junc 2017.

Managcmcnt rcsponsc

225. Thc managcment informed the Committce that the FC Talanta was initiated as a programme
bctwcen cooperation of UNICEF, Kenya Secondary Schools Heads Association (KESSHA),
and the Ministry of Sports, Culture and the Arts (Undcr the auspices thc National Youth
Talcnt Academy latcr transformcd to Kenya Academy of Sports). UNICEF managcd the
programme and was responsiblc for thc submission of the reports to the Authority as the
sponsor. The initial contract was between UNICEF and the Authority in the pcriod Year
2012- 2013.

226.The Kenya Academy of Sports, incorporated in ycar 2014, took over thc management ofthe
FC Talanta programme. Subsequently, thc Authority signcd the renewal ofthe sponsorship
with the Kcnya Academy of Sports in Ycar 2016.

227.FC Talanla was initially auditcd as a programme undcr UNICEF and later by Mwencha
Certified Public Accountants upon takeover ofthc management ofthe programmc by Kenya
Academy of Sports. Thc Audit is currently undertaken by the Office of the Auditor General

228. Thc FC Talanta Board granted approval ofengagcment ofanother banking institution, Jamir
Bora, in accordancc with its mandate. The Managemcnt of FC Talanta availed to the
Authority, Minutes of thc Board reflccting thc approval of cngagement of Jamii Bora.
Additionally, both partics rcviscd the Cooperation Agrecment to recognise thc change of
bank account details, as per the Article Ill clausc O ofthe Agreement.

229.The Cabinet Secrctary in the Ministry of Spo(s, Culturc and the Arls was informed of the
rcncwal of the Kshs 69,000,000 sponsorship and also invitod to the occasion of the official
announcement of thc sponsorship renewal.

Committcc Obscrvations

The Committec observcd that

'l'hc accounts wcrc auditcd by a privatc finn appointed by UNICEF;
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ll Audited accounts by a privatc auditor not appointcd by the Auditor Gencral cannot be
owned by the Auditor Gcncral; and

It was illcgal under the PFM Act to open an account wilhout a writtcn permission from the
National Treasury.

Committee Rccommendatiolrs

The Committee recommends that

The Auditor Ceneral should re audit thc accounts for thc purposcs olownership pursuant to Scction
23 ofthc Public Audit Act 2015.

13.7 Director's expenses

13.8 Irrcgular Payments to Directors

230.The Comnrittec hcard that, included in the dircctors' expenscs figure of Kshs. 47,21I,000
under note l0 is an amount of Kshs. 1,656,000 in respect of board wcl[are. The amount of
Kshs. 1,656,000 also inclucled Kshs. 1,200,000 being Christmas Shopping vouchers worth
Kshs 100,000 lo each Board drrcctor. The Universal Seruice Advisory Council members
wcre also given Christmas shopping vouchers worth Kshs,900,000 which is included in note
l2 under Univcrsal Advisory Council of Kshs.47,261,000. The payment of Christmas
shopping totalling Kshs.2,100,000 was made without parent Ministry and National Treasury
approval. This was done contrary to provisions oIcircular ref OPlCAB9l2l12A/LII143 dated
24 November 2004: Guidclines on terms and conditions of service annexe lV paragraph (i)
al page 42 that providcs thal any other benefits that arc not provided in anncxe Mo not
applv.

231 . Consequently, the managcment was in breach ol'the Law and the propriety of cxpenditure
totaling Kshs.2,100,000 for the ycar ended 30 June 2017 could not be confirmcd and was not
a proper chargc to public resources.

Managcment rcsponsc

232. Managcmcnt informed thc Commiltee that scction l9 (2) (a) KICA Act 2012 gives the
Board amandale lo provide for the payment of the salaries, allowances and othcr chargcs in
rcspcct of the staffolthc Authority and the members olthe Board.
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Committcc Observations

The (lommittee obscrved that

As much as thc law allows thc Board to preparc financial statements to remuncrate themselves,
howevcr thc SRC is mandated to undcr thc Constitution ol'Kenva and thc SRC act to detcrminc/
set such remunerations

Committec Rccommendations

The Committcc recommcnds that

The Current Director General should surcharge thosc who werc paid irrcgular allowances
identilied by thr: OAG.

13.9 lrrcgular Disposal of MacBook laptops and IPADS to Directors

233. The Conrmiftcc heard that, examination ol'available records revealed that Authority assets

including MacBook laptops and iPads held by the formcr directors were un-procedurally
disposed off to the individual directors. The ninc (9) MacBook laptops with net book valuc
of Kshs 466,55 I, ninc (9) iPads with net book valuc of Kshs. I 60,5 I 5, ten ( l0) iPads with
nct book value of Kshs.200 and fourtcen ( l4) laptops with net book valuc of Kshs.280 all
totalling Kshs.627,553 wcre olfset with the directors' fces due lo thc formcr directors.
Offsctting ofsaid asscts was done contrary to Scction 164(3) ol'thc Public Procuremcnt and
Assct Disposal Act 2015 which states that there shall be a technical report where appropriate
by a rclevant expert of the subjcct itcms lbr disposal that takes into account thc real markct
pricc and in so doing thc technical cxpcrt shall set up a reserve price which shall be the
minimum acceptable price below rcal markct value of the boardcd items.

234. Conscqucntly, thc Authority was in breach of the law and the propricty of Kshs.627,546 tor
the ycar cndcd 30 June 201 7 could not bc confirmed.

Managemcnt rcsponse

235.'lhc managcment informed thc Comrnittcc that the Board mcmbers challcngcd thcir oustcr
and thc matter is pending in court hence it was not possible to rccover the laptops and IPADS
Ibr disposal. As a caution, managemcnt provisioncd thc amount equivalcnt to the writtcn
down value awaiting the court dctermination. The assets would be reverted to the Financial
Statcmcnts for the year ended 30th Junc, 20 19.
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Committce observations

The Committcc obscrvcd that

i. The matter was still in Court

ii. Thc explanation offcrcd was satisfactory and query resolved

14.0 Disputed Contract Payments

236.The Committee heard that, as previously reported, on 29 Novembcr 2002, the Authority
awarded the lender for thc supply and installation of demountablc officc partitions to a firm
at a contract sum ol Kshs.45,195,200. The Authority also awarded the tcnder for the supply
and installation of carpets and vertical window blinds on a sub-contract agrecnent with the
first finn at a tender sum of Kshs. 12,619,846, resulting to a total contract sum of
Kshs.57.t165,046. Although thc prqcct was supposed to be cornplcted on l4 July 2003, it
was completed one ycar later on 23 June 2004. Thc payments to thc contractor were based

on work donc as pcr lhc projcct quantity surveyor's, thc Architcct's valuations and the
Architect's certificatcs. Alter the final payment ol' Kshs. 1,286,3 19.45 in September 2005,
the contractor raiscd a disputc claiming Kshs. 1,277,961.90 bcing intercst on delayed
settlcment of interirn certificate No.6. The managemcnt has explainctl that the dclay had been
occasioned by a dispute over the matcrial used by thc contraclor, which thc project manager

notcd dil lered from thosc spccificd in thc Bills of Quantitics.

237. Further, on 5 December 2006, the contractor wrote to thc Authority (Commission) claiming
Kshs.Sl ,378,300.40 in rcspect of purponcd losses and expenses incurrcd on thc project due

to dclay of45 days. The Authority disputcd thc claim and the contractor subsequently lodgcd
an arbitration claim bcforc an arbitrator.

238. Conscqucntly, the Arbitrator ruled that the Authority was to pay Kshs.47, 2114,879.45 lor
the claims and costs of arbitration of Kshs. 2,783,370 all totalling Kshs.50, 068,249.45.
failure Io which thc anrount shall attract simple interest at a rate of l87o pcr annum until
payment is madc in lull. On 5 March 201 5, thc Board approvcd the relcasc of Kshs.5 I , 860,

882.75 hcld in the Escrow account and undertook b pay othcr outstanding sums ol money

amounling to Kshs. 18, 103,040 all totalling Kshs. 69,963,922.75. A rcview oflhc matter
in February 201 8 rcvcalcd an unchanged position.

239. In the circumstances, it has not been possible to conlirm that Kshs. 69,963,922.7 5 is a proper
charge to public resources.

Managemenl response

240. Thc Dircctor Gcncral, CAK informcd thc Committec that the paymcnt was donc pursuant to

an arbitration awarcl datcd 3lst January 2014 in thc Mattcr ol'the Arbitration Act, 1995 and

in thc Matter ol an Arbitration bctwccn M/s Swam Singh (Kcnya) Limited and Mis
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Communicalions Commission ofKenya pursuant to thc agrccment and conditions ofcontract
Ibr building works betwecn the CCK and thc Clarmant datcd l3'h March, 2003.

24l.The Communications Authority of Kcnya as thc successor of the Communications
Commission of Kenya sought to sct aside the Arbitral Award through High Court
Miscellaneous Civil Causc No. 73 of20l4 which application was dismissed on 4th Dccember
2014.

242.This meant that the Arbitral Award had a lorce in law just as a court judgment would. Non-
paymenl would amount to contempt of court and thcrclore the Communications Authority
of Kenya was obliged to contply with and settle thc Arbitral Award. As such, the Kshs.
69,963,922.75 paid to settle duly issucd arbitral awanl was thsreforc a proper charge to
public funds.

243.l'he Authority requested thc Ethics and Anti-Comrption Commission to investigate the entire
contract to establish whcther thcre was any impropricty. The Ethics and Anti-Comrption
Commission (EACC) commcnced the investigations into the mattcr on l6th Scptember,
2015.

Committec Obscrvations

Thc Commiltcc observed that

i. 'lhis is a matter that had bccn taken to Court and rulcd in favour of the contractor.

ii. The arbitration was carricd out by a Mr. Samuel Gituku. The Authority was nol clcar on
how the arbitrator was chosen. Thc Authority paid thc arbitration fces ofKshs. 2,783,370.

iii. As at thc time of compiling this report, the EACC was still investigating the martcr.

iv. The Committee was convinced that public money was lost

Committee rccommendations

Thc Committec rccommends that

Thc tiACC should cxpeditiously concludc investigating thc matler and have it concluded within
thrcc months of adoption of this rcport.

FINANCIAL YEAR 20I8/20I9

1.0 [Jncxplained Rcstated Comparative Balance

244. The Commil.tec heard that ths financial statcmcnts prcscnted lor audit includcs rcstated
conlparativcs balances for 201 8/201 9 linancial year as dctailed below;
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Pa rl iculars

Audited
Financial
Statements
2018. (Kshs)

Rcstatcd
Financial
Statcmcnts
2018

Variance
(Kshs.)

Statcment of Financial Performance
License Fees 7,620, r 84,000 7.63 5.830,000 - 15,646,000

Finance Income 1.298.3 s7.000 l,2e7,l0 t ,000 1,056,000

Othcr lncome 70,000 596,000 -526,000

Employee Costs 1.140.209.000 l ,l l 8.101,000 22, r08,000
Remuneration of Directors 53,995,000 5l,454,000 2,541,000
Dcpreciation and Amortization 376,498,000 459,636,000 -83,138,000

Repairs and Maintenance 204,83 5,000 27 r ,357,000 -66,522,000

Ccneral Expenses 1,928,358,000 2,096,823,000 - 168,465,000

Gain on sale Of Assets 783.000 774,000 9,000

Gain/Loss on foreiqn Exchansc Transactions 3,413,000 - 1,782,000 5,195,000

Bad Dcbts Recovcred 86,639,000 -86,639,000
Statement of Financial Position
Cash and cash equivalenls r 2,901,I 77,000 12,896,166,000 7,01 I ,000

Receivables from non-exchangc transactions 863,537,000 969,640,000 - 106,103,000

Receivables from exchanqe transactions 574,798,000 574,792,000 6,000

ProDerty. plant and equiDment 2,980,782,000 3,040,148,000 -59,366,000

lnlangible Assets 834,408,000 677,196,000 157,212,000

Provisional Dividend 4,068, r 51,000 3.890,870,000 177,28r,000
Trade and Other Payables 897,145,000 I ,054,0 l 8,000 - I 56,873,000

Payments received in advancc 26.479,000 52,895,000 -26,416,000

Accumulated surplus 12,422,963,000 12,4 t 8,194,000 4,769,000

245.The reasons for thc rcstatcmcnts and details of the adjustmcnts were not provided lor audit
review. Further, the diffcrcnccs were not reconciled or explaincd.

246. Und{rr thc circumstanced, the accuracy and validity of the balances rellected in the financial
statemcnts for the year ended 30'h June, 2019 could not be confirmed.

Management response

247.The management informcd thc Committec that, the restatement of financial slalcments for
FY 2018 was necessitatcd by thc Go-Livc of the Oracle Enterprise Resource Planning (ERP)

in Decembcr 2018. Thc prcvious systcm, SUN Systcms, only containcd two (2) modules for
Ledger Accounting and Basic fixcd Assets Registcr, additionally, thcrc was no integration to
Spcctrum Managcment Systcm (SMMS) and Payroll and it requircd cxtensive data clean-up.
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248. Thc adoption of a new chart of accounts catcgorizcd financial accounts in a structured way
to facilitate financial management and reporting, cnabling bcttcr financial dccision-making
and improving financial rcporting.

249. This was in linc with the stratcgic direction of thc Authority to autonrate its proccsses and
thsre were several dependencies to successfully delivcr the projecl including rcview of [T
policies, acquisition of backup tools, Data warehousing, devclopment of roles matrix c.t.c.
The automation prqect commenced in 2017 finally going live in Deccmber 2018.

250. Data validation was onc of the key milestones of the automation in order to ensure integrity
of migralcd data and to provide comparativc figurcs for thc financial ycar 201 7-201 8, noting
thal no data validation had been donc for lcgacy data from the formcr KPTC in 1999. The
vesling ordcr undcr Lcgal Notice No. 158 dated November l5'h, 1999 contained only a list
of physical assets, contractual Iiabilities and cmployces.

25l.The rcstatement was effccted in compliancc with IPSAS 3 paragraph 50 on retrospective
restatclnents lhat states that "When it is impracticable to detennine thc curnulativc cffect, at
the beginning ofthe current period, ofan error on all pri<lr periods, thc entity shall restate lhe
comparativc information to corrccl thc error prospcctivcly from thc carliest date practicable
in FY 2018/19)

252.The restatcment also enabled lhe Authority to havc morc insights into data e.g breakdown
revenue from four (4) broad categories to ovcr 60 rcvenue streams.

Committec Observation

The Commitlcc observed that

Thc authority did not provide for audit rcview the reasons for the rcstatements and details of
thc adjustments madc to the financial statements lcading to questions about the basis and
accuracy of thesc adiustments.

ll Thc Authority did not avail complctc and reconciled financial and accounting
records/documcntation in timc for audit revicw and vcrification during the audit exercise
contrary to thc provisions ol Articlc 226 ol the Constitution and Section 68(2) ol the PFM
Acl2012 which rcquircs that the financial and accounting records are presented within three
(3) months aftcr the close ofthe financial ycar.
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Committee Rccommendations

Thc Committcc recommended that

Accounting ofllcers should comply with the provisions ol'Section 68(2) ol'the Pubhc
Financc Management AcI, CAP 4l2Aby submitting all thc requircd information lor audit
within thc stipulated timelincs.

II Thc Committee reprimands thc thcn Accounting Officcr for brcach of Rcgulation 90 ol'the
PI"M (National Govcmment) Regulations,2015 and section 62 olthe Public nudit, Act
CAP 4l28 for failing to providc complete and rcconciled financial and accounting
rccords/documcntation in tinT e.

2.0 Rcccivablcs from Non -Exchanges Transactions

253.The Committee heard that as discloscd in Note l9 to thc financial statemcnts, thc statement
of financial posilion reflects a balancc of Kshs I ,l I 2,21 6,000 under receivables from non-
exchanges transactions as at 30rh Junc, 2019. Thc lollowing observations were made: -

2.1 Third Party Confirmation

254.During lhc year under rcview, a sample ol 100 licensccs wcre circularized but only four
responded. Howcver, three rcspondcnts conllrmcd balances which diflcrcd with those in the

Authority's records detailed bclow:

255.No rcconciliations or explanations have bccn provided for the above variances.

Conscquently, it was not bc possible to confirm the accuracy and fair statement of the

reported rcccivables balances from cxchange transactions of Kshs. I ,l 12,216,000 as at 30'h

Junc, 2019.

Management rcsponse

256.Thc management inlirnncd thc Committoc that, Kcnya Ports Authority is a liccnsee with
various scrvices including Fixcd Station Mobilc Scrviccs, Portable Station Mobilc Services

Dcbtor Balance of debtor
as pcr Debtor
listing
(Kshs)

Balance as per
dcbtor
confirmation
(Kshs)

Variancc

(Kshs)

Kcnya Ports Authority I,878,I 32 NII- I ,878,1 32

Tclkom Kenya Ltd 732,039,294 77 5.602.17 5 43,562,881

Smart
Lrd

Application Intemational 2,7 | I ,683 NIT- 2,7 t1,683

Total 736.629,109 775,602,175
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and Trunked Radio Nctwork Services in respect of thc lrequency utilization fees lor thc
assigncd frequcncics/liccnses.

257. Tclkom Kenya Limited (TKL) had liequency assignmcnts for: Mobile Wircless Access
Systems - Exclusivc Assignmcnl Bandwidth, Fixed Wireless Access Systems and Fixed
Links. The Opcrating Liccnses held includcd: Application Servicc Provider, Content Service
Provider, Submarine Cablc Landing Right and Network Facilities Provider . Tier I
licenscs.The anrount dcclared by TKL amounting to Kshs. 775,602,1 75 includcs 43,995,000
for USF.

258. Smart Apptications Intcmational Ltd holds a Contcnt Service Provider License. The licensee
reportcd Nil balance due to disputcd billing and a crcdit note was subsequently issued.

Committee observations

The Committcc obscrvcd that

C)ut of a samplc of 100 liccnsees that wcrc circularized only four responded and out of the lour (4)
three rcspondcnts confirmcd balances which diffcred with thosc in the Authority's records and no
cxplanations were provided for thc variances. This implies the authority's financial records and
the rcsultant financial statements prcparcd from the said records may signilicantly be misstated
and thus mislcadinB lo thc uscrs.

Committee Rccommcndations

The Committee recommends that

The Committec reprimands the then Accounting Officcr for providing inaccurate information and
therefore recommends that the cabinet Sccretary apply sanctions to the Authority for providing
inaccurate information lo thc uscrs of financial statemcnts rcgarding its reccivables or related
financial matters in accordancc with section 204 (l) (c) ofPFM Acl, CAP 4124.

2.2 Unsupportcd and Long Outstanding Debts

259.The Commitlcc heard that rcceivables from non-exchange transactions balance of Kshs
I,112,216,000 is net of accumulatcd provision for bad and doubtful debts of Kshs.
1,176,170,000. lJowcvcr, included in thc laner balancc is an amount Kshs. 318,413,690
rclating to old debts which have becn outstanding lor ovcr 20 years. The balance further
includes an unsupportcd amountofKshs. 102,374.753 whichhas becn outstanding lrom one
ofthe sccurity agcncics. Although dcbts has bccn providcd for, no documents were provided
to indicatc how the Authority has bcen lolkrwing up on thc rccovcry ol'thc dcbts.

260.In view of the forcgoing, thc accuracy and validity of thc provision lbr bad and doubtful
dcbts amounting to Kshs. I , I 76,1 70,000 as at 30'h Junc, 2019 could not be confirmed.
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Management responsc

261 . The managcment informed thc Committce that, thc old dcbts are mostly owed by
Government institutions, amounting to Kshs. 301 ,366,27'l , and privatc institutions
amounting Kshs. 17,047,419.00. Bringing the ovcrall total dcbt to Kshs.318,413,690.

262.The debts lack sufficient documentation as they were vestcd to the Authority from the
defunct Kenya Posts and Tclccommunications Company in 1999 without data cleanup and

verification.

263.'Ihe 23'd Public lnvcstment Committee rcport datcd July 2"d, 2020 rccommcnded that thc
Authority should continue pursuing thc hng outstanding debts and this has realiscd Kshs.

29,925,649.

264. The 23'd Public Investment Committee rcport dated July 2"d,2020 further recommended that

CA should requesl The National Trcasury to write offthe debts that are not recoverable.

265.The Authority subnritted request to Thc National Treasury to write-off debts amounting to

Kshs. 86,638,973. On t lrh October, 2023, CA held a meeting with the Acting
Director/Accounting Services with regards lo the mattcr. Howevcr, the matter is still
pending.

266.'Ihe Authority has cstablished a Debt Management Policy whosc objcctives include:
cstablishing a functional debt recovcry procedure and strategy lor outstanding debts. Thc
rccovcry of dcbts is supported by thc Public Finance Managemcnt Act, 2012 Section 69 ( I )

on the amounts that can bc written offby the Accounting Officer and procedures for writc
off.

267.The dcbt rccovery measures include making follow up through withholding of new

application serviccs, typc approvals, demand letters, cmails, telephonc calls, physical
meetings, conducting field visits, accepting paymcnt plans, and enforcement that includes
license rcvocations.

268.The National lntelligence Servicc (NIS) owcs the Authority Kshs. 102,969,953.30. Thc
Authority has made follow up to NIS to dcmand payment for thc outstanding frequency fees,

which arosc lrom frcquency assignments.

269. However, The Ministry of ICT & Youth Affairs, in a letter dated 27rh Scptembcr, 2017

confirmcd that The National Treasury had notificd MOICTYA that thc sccurity agencics did
not havc budgctary allocations to cater lor thc frcquency utilization.

270.'Ihe 23'd Public lnvestment Cornrnittec rcport datcd July 2"d, 2020; the Committcc
rccommended that the Govcmr.ncnt should cxempt sccurity agencies from paying lirr
frequcncies.

tr5



271.I"urther, on 6th December, 2023, NIS stated that thcy are excmptcd lrom paying fccs as per
the National Inlormation and Communications Tcchnology Policy of 2006 and I'urthcr ICT
policy guidelincs of 2020.

Committee observetions

The Commitlcc obscrved thal

l'he matter was discussed by thc Public Investment Committce (PIC) of the Nalional
Assembly which, in its 23'd Ilcport rccommcnded that thc Director General of CAK should
continue pursuing the long outstanding debts with a vicw to recovering them and request
the Cabinel Secretary for thc National Trcasury to write olfonly those debts that cannot be
rccovercd.

ll The dcbts outstanding for ovcr 20 years lack sufficient documentation as thcy wcre
inheritcd from the delunct Kenya Posts and Tclecommunications Company in 1999.
However no evidence was adduccd to show the actions take by the authority to establish
their recoverabilify.

Debts amounting to Kshs. 301,366,271werc owcd by Governntcnt institulions including
sccurity agencies.

Committee recommendations

Th€ Committee recommends that

Within three months of adoption ol'this rcport, thc Accounting Officer should provide a

comprchensive report on the reasonable steps that have bccn takcn to rccover lhe debts and
the Iosses belorc initiating thc write offprocess on account ofbcing irrecoverable.

Within lhree monlhs of adoption of this report, the Nalional Assembly to initiatc
amendments to Kenya Infornralion and Communication CAP 4l lA to exempt the security
agencics from paying frequencies fces.

tl

lll Within three months upon adoption of this report, Communication Authority of Kenya to
<>rganizc a roundtable mecting with the Cabinet Secretary National Treasury, Cabinct
Secretary Inlormation Communication and thc Digital Economy and thc National
Assembly to dclibcratc on the mattcrs regarding the long outstanding debts to security
agencies.

3.0 Trade and Othcr Payablcs - Third Party Confirmation

272.Thc Committcc hcard that, thc statemcnt ol' financial position rcflects a balancc of Kshs.
l,l 37,874,000 under tradc and othcr payables which, as disclosed in Note 24 to thc financial
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statenrcnts, includcs trade payables of Kshs. 268,414,000. The trade payablcs includc an

amount of Kshs. 4,17U,830 owcd to a construction company as at 30'h June,20l9. Howevcr,
confinnation liom thc construction company revcalcd that the Authority owed nothing as at

3Orh Junc 2019.

273. Under thc circumstanccs, ths accuracy, validity and propcrty ofthe tradc and other payables

balancc ofKsh. I,137,874,000 as at 30 Junc,20l9 could not be confirmed.

Managcmcnt response

274.The n uthority rcconcilcd thc Widcscope Construction Limited account and noted that it had

arisen liom capture olthe rctention amount. This amount had already been captured when
thc initial invoice was submittcd.

Committec Observation

The Committce obscrvcd that

Communication Authority ol Kenya brcached scction 6.1 of its Finance Policics Manual
which requires thc authority to prcpare and review monthly supplicr statcment
reconciliations.

Thcrc discrepancy on the trade and othcr payablc between Communication Authority of
Kenya rccords and the Widescope Construction Limited rccords had resulted in the

ovcrstatement the payablcs and thc corrcsponding expcndih:rc by Kshs.4,l78,tt30 thus

did not show true and fair vicw to thc users offinancial statements hencc mislcading. 1'his

irnproper recording or double counting of transactions may be scheme to defraud the

authority through fictitious transaclions.

ll

Committec Recommendations

The Committee rccommends that

The Committee rcprimands the thcn Accounting Officcr for contravcning scction 62 (l)(c) ol
Public Audit Act. CAP 4128.

4,0 Revenuc and Non - Exchangc Transactions

275.Thc Committcc heard that, the statcmenl of financial pcrlormances rcflects an amount of
Kshs. tt,525,3 14,000 being rcvcnuc from non-exchange transactions which, as discloscd in
Note 6 to thc linancial statcmcnts, compriscd of Kshs.7, I I I ,816,000, Kshs. I ,41 0,445,000,
Kshs. 2,995,000 and Kshs. 58,000 in rcspect to annual fiequency licensc I'ees, annual

operating liccnse fccs, application lbes and approval and rcgistration fees, rcspectivcly.
tlowcvcr, it was obscrved that forty (40) annual operating licenses for various opcrators

invoicctl at a total of Kshs. 106,018,499 werc not bascd on thc most reccnt financial
statcrrrcnts of thc liccnsee.
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276. Consequcntly, the accuracy and conrpleteness of the reportcd rcvcnue lrom non-exchangc
transactions of Kshs.85253 14000 Ibr thc year endcd 30'h Junc, 2024 could not bc confirmed.

Managcment respons€

277 .The manag€ment informcd the Committee that, prior to lhe Financial Y ear 202012021 ,

billing was based on submitted audited linancial statements but beginning FY 2020/21,
billing ofliccnsees is based on immcdiatc past audited financial statements from the licenscss
before thc commencemcnt of the Financial Year. The deadlinc for this submission is set as
I 5'h July of cvery year for their annual returns which also incoryorates the audited financial
statemcnts

278. However, some licensccs fail to submit their financials within the deadline. ln the pasl years,
the Authority billed bascd on thc nrost rccently available financials and issuancc ofadjusting
DcbittCredit notes upon submission ol-the financial statements. Additionally, the Authority
has implcmented a systcm for tracking the non-submission of audited financial statements
lrom liccnsecs.

279. As an irnprovcment action the Authority has proposed modification ofthe liccnce conditions
to includc penalties lor latc submission and revocation for non-submission ol'retums. The
proposed amendments to KICA has bcen forwarded to thc Ministry of Information
Communications and Digital Economy.

Committee obscrvations

The Committcc observed that;

Forty (40) annual opcrating licenscs for various operators invoiced at a total of Kshs.
106,018,499 were not bascd on thc most reccnl financial statements of thc licensce.
Therefore, the authority went against its own policy of using most recent auditcd financial
statemcnts as the basis olcharging liccnse fees which was unfair to both thc liccnsees and
the authority.

Thc authority's asscrtion that it has proposed modification ol'the licence conditions to
includc pcnallies lor late submission and revocation lor non-submission of retums was not
supported by documentary evidencc.

lt

Committee Rccommendations

Thc Committec recommends that

The Committee reprimands llre thcn accounting Officer for breach of' Iaw by using an
arbitrary basis of lcvying revcnuc fi'om the liccnsces.
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ii. Within threc months upon adoption of this rcport, the Accounting Officcr Conrmunicatton
Authority of Kenya should comc up with an approved billing policy for liccnses in linc with
the govcming Iaws and submit to thc National Assembly and the Auditor-Gencral for rcvicw.

5.0 Gcncral Expenses

2{10. The Conrmittce heard that, as discloscd in Note l4 to the financial statements, thc statenlent

of financial performanccs reflects an expenditure of Kshs. 1,962,978,000 in respect ol'
gcneral cxpcnses. Thc following unsatisfactory issue wcre obscrved:

5,l. Unsupported Consultancy Serviccs

28 I . The expenditure of Kshs. I ,962,978,000 under gcncral expcnscs includes an amount of Kshs.

229,073,OOO in respcct ol consultancy fees. Examination of this account indicatcd that

amount ol' Kshs.14,750,000 and Kshs.3,360,409 wcre paid lor digital forcnsic and national
addressing system and c-commcrcc trainings, respectivcly. However, documcnts supporting
the procurcmcnl method uscd in thc sclection of tlrc scrvice pnrviders were not provided for
audit vcrification. Conscquently, thc accuracy and propricty of the expcnditurc of Kshs.

l8,l 10,409 on consultancy for thc ycar ended 30'h June, 2019 could not be confirmed.

Manageme nt rcsponse

282.The lnanagement infonned thc Cornmittec that, thc African Advanced Lcvcl
Telecommunications lnstitute (AFRALTI) is an lnter-Govcmmcnlal body cstablished in
1993 to spcarhead ICT developnrent cfforts mainly in English-speaking A{iica. AFRALTI
under its establishing agreement cnjoys such privilcges and immunities as arc necessary Ibr
it to fulfil its purposcs and carry out its functions.

283. The Govcmment of Kcnya is a mclnbcr and thc host of the AFRALTI, which is a designatcd

UN ccn(rc of excellcncc in ICT training for Anglophonc Africa. The Authority is the

designated Govemmcnt represcntativc to AFRALTI, and as such meets the annual

membcrship lce and othcr obligations as spelt out in the Intergovcmmental Agreement as

well as thc host country agreemcnt.

284. As parl ol its obligations as a membcr and thc host of AFRAL'l'I, the Authority is requircd

to promole the uptakc of specialiscd ICT capacity building programmcs offered at the

Institutc in order to ensure the instilution is sell-sustaining.

285.[n this rcgard, the AFRALTI Govcrning Council has rcgularly requested mcmbcr countrics
to support thc Institute by scnding thcir staff to attcnd AFRALTI organiscd courscs (Scc

rcsolutions Nos 3u ol'thc 50th Mccting of the AF'RAl-TI Govcrning Council held in August

2015 in Victoria Falls, Zimbabwc; Rcsolution no 50 of the 5lst Meeling of thc AFRALTI
Council hcld in Livingstonc, Zarnbia, in March 2015; Rcsolution No l3 ol-thc 53rd Meeting

of thc AFRALTI Covcrning Council hcld in February 2017 in Uganda.
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286. Pursuant to the cstablishing Agreemcnt ol AFRALTI and Section a(2)(f) oi thc Public
Procuremcnt and Assets Disposal Act, 2015, IPPAD], procurement activitics relating to
AFRALTI do not fall within thc remit of thc PPAD due to thc multilateral naturc of thc
agrecnlcnt bctwcen the Govemment of the Rcpublic of Kenya and other countries.

Committec observations

Thc Comnlittec obscrvcd that -

An amount of Kshs.14,750,000 and Kshs.3,360,409 wcre paid for digital forensic and national
addrcssing system and c-commerce trainings, respectivcly. However, docuntcnts supporting the
procurement mcthod used in the selcction of thc scrvicc providers wcre not provided for audit
verification.

Committec recommendations

Thc Committee rccommcnds that

Thc Accounting Officcr should at all times providc supporting relevant documentation lor audit
pursuant to seclion 62 of the Public Audit Act.

5.2. Corporate Affairs

287. Thc Committee hcard that, the cxpenditure ol'Kshs. 1,962,980,000 under general expenses
includcs Kshs. 44,334,000 in rcspect of corporatc affairs out ol which an amount Kshs.
40,720,914 was paid as support for activities or sponsorship programntcs that were not in the
work plan lor the Corporate Affairs Department. Howcver, thc selection criteria of the
corporate affairs projects were not provided lbr audit rcview. Further, l.he amount of Kshs.
40,720,916 was miss-posted to corporate aflairs as therc is a separate corporatc social
responsibilitics account under thc gencral expenses.

288. In vicw of thc forcgoing, the accuracy and propricty of the corporate affairs expenditure of
Kshs. 44,334,000 lor the year snded 30'h Junc, 201 9 could not be confirmed.

Management rcsponsc

289. The managcment informed thc Committee that, out of the Kshs.4O,720,916 in qucstion,
Kshs.40 million was in respect to a partncrship with the Kenya Broadcasting Corporation
(KBC) to acquirc exclusive broadcasting rights lbr the 2019 African Cup of Nations
(AFCON) held from 2l '' June to lgrh July, 2019 in Cairo, Egypt. In retum, lhe Authority was
to harncss thc largc viewership of thc toumamcnt to creatc awarcness on its mandatc across
various platlbrms including KBC Channel I , Radio 'l'aifa and l2 other stations counrrywidc
tlrrough targcted radio and television commcrcials.
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290. In particular, the benclits accruing from lhc partncrship included a total of 100 minules ol
advertising dunng thc tournamcnt on KBC TV Channcl l, branding of thc set during the

official opcning and closing ccremonics, 30 minules of advertising air time on Radio Taifa
and l2 othcr stations. Thc partnership was, thercforc, purposely nleant to acccss prime

airtime on KBC l'V Channel I and l3 FM radio platfonns during thc live broadcast of thc
tournament as indicated in the approval requcst to the Dircctor General.

291 . The Govemment ol Kcnya is a menrber and thc host ol the African Tcle communication
Union (ATU), which is a specializcd agcncy of tlie African Union, in thc ficld of
tclccommunications. ATU provides a forurn lor stakeholders involvcd in IC]'to lbrmulatc
cflective policies and stratcgies aimed at improving access to information infiastructure and

serviccs.

292. ln addition, thc Union rcprescnts thc inlercsts of its mcmbers at global dccision-making
confbrences and promotcs initiatives. The ATU Day which is marked on 7'h Dccember is an

annual evcnt that commcmoratcs the lounding ol'the ATU and is also obscrved to crcale
awareness of the transfomration brought by lCTs. Every ycar, thc ATU levcrages thc day to

encourage member states to undcrtake programmes to enhancc the uptake ol'lCTs across thc

conlincnt. In recognition of thc imporlance of the day and as part of its membcr obligations
to ATU, thc Authority on 7'h Dccembcr 2017, ran a supplcmenl in I'hc Standurd ncwspapcr
to showcase thc milcstoncs achicved in the ICT scctor, particularly in ICT innovations, under
the theme, 'Devclopment of'thc Digital E<tntom.t, und lmpacl oJ Sen,iccs ond Applicalions
on Socio-litttrtomit' Dcyclopntant in A.lrico.' In this regard, the Authority madc a payment of
Kshs. 720,91 6.

293.In light ofthe forcgoing, thc budget lbr the partnership was drawn from thc advertising votc

undcr the corporatc aflairs budget. The expcnditurc was, thercforc, correctly chargcd undcr
the corporate aflairs budgct. Thus, thc associated cnlry was not a mis-posting. The activity
was anticipated bclorehand and the associatcd budgets provided for under the advertising
vote. KBC is thc national broadcastcr and a lully owned Covcrnment cntelprise.

Committee obscrvations

Thc Committee obscrvcd t hat

An amount Kshs. 40,720,914 paid as support for sponsorship and partnership programmcs
with the Kenya Broadcasting Corporation (KBC) to acquire cxclusive broadcasting rights
for the 2019 African Cup of Nations (AFCON) held liom 21" June to lgth July 2019 in
Cairo, Egypt was rot in thc work plan olthe authority.

II Thcre was no selcctiorr critcria ol'the corporatc allairs projects, which could lead t<r

misallocation ol' public Iunds.

9t



lll

ll

Thc explanation that the Kshs. 40,720,916 was miss-posted to corporate affairs account
was mislcading sincc this was an irregular reallocation ofpublic funds contrary to section
43 (2) ol thc PFM Act, CAP 4l2A that prohibits state corporations to reallocatc funds
between programmcs. Further, thc expcnditure contravenes section l2 of thc Statc
Corporations Act, CAP 446 by spending without budget for thc itent.

Committcc recommcndations

The Committec recommends that

The Conrmittcc rcprimands thc then Accounting Officer for brcach ofsection 43 (2) ofthc
PFM Act, CAP 4l2A that prohibits state corporations to reallocale funds bctwccn
programmcs and scction l2 of the State Corporations Act, CAP 446 by spending without
budget lor the item.

Thc Accounting Officer must always ensure that hc/she carries out a cost benefit analysis
betwecn thc expectcd cosl,/outlay and the actual revenuc to be gcnerated by the authority t
to justify the decision to adopt a strategy or incur expenditure.

6.0 Unrcsolved Prior Year Matters

294. The Committcc hcard that, various prior year issues as detailed under progress on lollow up
ofauditor's recornmcndations section olthc financial statclllents rentained unresolved as at
3Oth June, 2019. Managemcnt did not providc rcasons for the dclay in in rcsolving the prior
ycar audit issues.

Managemcnt rcsponsc

295. The nlanagcmcnt failcd to submit response lor the unresolved prior year matters

Committcc observations

The Committee observcd that

The Committcc observed that thc accoulttitrg olficer did uot respond to this audit query

|l Furthcr, the Accounting officcr was in brcach ofthe Section 8l(3) ofthc PFM Acl CAP,
4l2A which states that the accounting olficcr shall prcpare the financial statements in a
lorm that complics with the rclcvant accoullting standards prescnbed and published by thc
Accounting Standards Board lrom lime lo timc

In addition, thc Accounting Olllcer contravcncd Section 3l (l) (a) ol'the Public Audit Acr,
CAP 4l2B that statcs that, within tltrec ntontlts alter Parliamcnt or the County Asscmbly
has detratcd and considcred thc Iinal rcport of thc Auditor Gencral and madc
rccommcndations, a Statc C)rgan or a public entity that had becn audited shall, as a
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prcliminary stcp, submit a rcport on how it has addressed thc rccommendations and

findings of thc previous year's audit.

Committce Recommcndations

The Committee recommends that

The Committee reprimands the Accounting Officer lbr breach ol Section ltl(3) of thc PFM Act,
CAP 4l2A and Section 3 I ( I ) (a) of thc Public Audit Act CAP 4128. The Accounting olficer must

always ensure adhercnce to laws, regulations, rcgulatory frameworks and policics in place.

7,0 Employec Costs - Acting Allowanccs

296. The Comnrittec hcard that. as discloscd in Note l0 to the Financial Slatcmcnts, thc statcments
of financial performance reflects and expenditurc of Kshs.1,196,080,000 undcr employee
costs. Examination of this account rcvealed that an amount of Kshs.15,000,000 was paid as

acting allowances for 37 olficcrs who have bccn in acting positions that lell vacant, with
some dating far back as 2015. This is contrary to the Authority's Iluman Resourcc
ManaBemcnl Policy and Labour laws which require one to servc in an actinS capacity for
periods not excccding 6 months.

297. Consequently, thc validity of thc acting allowance payments amounting to Kshs.15,000,000
could not bc confirmcd.

Management responsc

298.The managcmcnt inlormcd the Committcc that, the authority acknowlcdgcs that there werc
staff who acted lor a period bcyond the six (6) months. This was partly caused by the lack
ofaquorale Board for the financial yearFY 2018/19 period. Additionally, thc advertisemenl
lor filling vacant positions was contcsted rcsulting in protracted Iitigation and a court order
undcr ELRC No. E l6l of 2021 dated January 25'h 2022. These factors lurlher delayed the

Authority from filling thc positions.

299.The acting appointmcnts wcre nccessitatcd by vacant positions at highcr levels that required
acting appointments lor continuity and cxccution of duties and duc to the long process ol'
recruitment it took a while to fill lhe positions. This has since bccn correctcd by recruitments
in 2O2ll2O22 and 202212023.
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Committee observetions

The Committee observed that

The Accounting Officer breached Section 34 (3) of the Public Service Commission Act, CAP 185
which states that an officer may be appointed in an acting capacity for a period not exceeding six
months.

Committee Recommendations

The Committee recommends that -
The Committee reprimands the then Accounting Officers lor not adhering to the provisions
of section 34 (3) of the Public Service Commission Act, CAP 185.

Within three months upon adoption of this report, the Inspector General State Corporations
to surcharge and recover Kshs.15,000,000 (and any other subsequent amount paid) from
the then Accounting Officer (s) paid as acting allowances beyond the stipulated period of
six months-

8.0 Internal Audit-limitation of expertise

300. The Committee heard that, the intemal audit reports presented for audit review did not cover
key areas like broadcasting, frequency, broadband and IT, which represents the core business
ofthe authority. Due to the nature ofthe authority's business and being a technical sector the
intemal auditors appeared to be limited in the requisite technical expertise and may therefore
not give adequate and useful reports to guide in the operation ofthe authority.

Management response

30l.The management failed to submit response for the matter on intemal audit-limitation of
expertise.

Committee Observation

The Committee observed thrt

The Accounting Officer did not respond to this audit query.

Thc intemal audit reports did not cover key areas of the authority's core business like
broadcasting, frequency, broadband and IT, thus pointing to weaknesses in governance and
intemal controls.

ll
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Committee Recommendations

The Committee recommends that

The Conrmittce reprimands thc thcn head ol'thc internal for lhiling in exccuting thc lirnctions of
the audit conrmittee outlined in Rcgulation 175 of the PFM (National Governmcnt) Rcgulations,
2015.

3.0 EXAMINATION OF THE REPOR'I' OI' THE AUDITOR.GENERAL ON THE
AUDITED ACCOUN'I'S OF THE CIIILD WELFARE SOCIETY OF KENYA FOR
TIIE FINANCIAL YEAR 2OI4I2OI5

Ms. Irinc Mureithi CEO /Managing Trustcc Child Welfarc Society of Kenya (CWSK)
was accompanied by Mr. Charles Maina (Finance), Ms. Lucy Boit (Financc), and Mr.
Hcnry Kagondo (Finance)appeared beforc the Committcc lo adduce evidcncc on thc
Auditcd accounts of thc Child Wclfarc Society of Kenya (CWSK) for the Financial year
2014/2015.

1.0 Propcrty, Plant, and Equipmcnt

302.Thc Conrmittce hcard lhat thc statenrcnt ol'financial position as at 30rl' Junc, 2015 rcflected
a propcrty, plant, and c<luipmcnt balancc ol Kshs. I,528,128,787. Out of this,
Kshs.1,209,060,340 rclated to land anti buildings in various parts of the country. It was

lirrthcr rcpo(ed that scvcral parccls ol'land lackcd owncrship documents, with sonrc still in
thc process of acquiring titles, whilc othcrs were in court dispules or undcr rccovery
firllowing illegal grabs. As a result, thc accuracy of thc propeny, plant, and cquipment
balancc could not be confirmed.

Management Response:

303.Thc Management informcd the Committcc that thcy acknowledged thc issue, cxplaining that

cllorts werc ongoing to resolve owncship disputes and rccover grabbed land. The

Managcment lurthcr inlormcd thc Conrllrittcc that the proccss ofacquiring thc ncccssary titlc
tlcctls was underway, but lcgal proccedings and disputes had dclayed the finalization.

Committee Observations:

Thc Committee obse rved that

ll

Child wclfarc Socicty of Kenya (CWSK) does nol posscss owncrship docuntcnts for
sixteen ( l6) parccls ol'land located across the country.

'l'hc owncrship ol'scvcral parccls ol'land bchnging to thc Socicty have been grabbcd while
othcrs arc in are in court disputes.
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Commiltec Rccommcndations

The Committcc rccommends that

Within thrce (3) upon adoption of this report, the Accounting Officer Child Welfare
Society of Kenya should liaise with the Ministry of Lands, and the National Land
Commission to ensurc that they securc ownership documents for all the Society land and
report back to the National Assembly.

lt Within threc months upon adoption of this report, the Accounting Officer should expedite
the conclusion of thc court cases and fast-track thc acquisition of title deeds and submit a

status report to the Commitlee.

2.0 Budget and Budgetary Control @evenue)

304.Thc Committee was informed that, Child Welfare Socicty of Kenya (CWSK) had budgeted
to rcceive Kshs. 3,421,759,335 in revenue lor the financial year. However, actual receipts
amounted to Kshs. 810,490,248, resulting in a shortlall of Kshs.2,6l I,269,087, or 7 6Vo. This
shortfall was mainly due to the significant difference between the budgeted and rcceived
govcmment grants for development and rccurrent expenditure.

Thc table below shows the budgeted and actual revenue breakdown

672,614,335 361 ,250,000 (31 1,364,335) (46%\

45,523,000

3,622,000

3,42't,759,335

Management responses

305.The managcmcnt informed the Committcc that, thc rcvenue shortfall was due to a budgetary
allocation shortlhll. The managcment explained that the Child Welthre Society of Kenya
(CWSK) had rcqucstcd thc entire budgetcd amount, but only Ksh 810,490,248 was allocated.
In responsc, thc Trustccs had incrcased thcir fundraising eflorts.

Source
Budget
(Kshs.)

2,700,000,000

Actual
(Kshs.)

Shortfall
(Kshs.)

Variance

Govemment
Development

Grants
400,000,000 (2,300,000,000) (8s%)

Govemment Grants - Recurrent

Other Grants 45,232,861 l,rro,, ,r, (t%)

Other Income 4,007,387 385,387 l%

Total 8 r0,490,248 (2,611,269,087) (76%)
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Committec obscrvations

The Committee observed that

Child Welfarc Society of Kcnya (CWSK) had repo(ed a shortf'all in receipts of Kshs.
2,611,269,087 translating to 76% of the budgeted revcnuc. The shortlall e affected the planned

activitics and inrpacted negativcly on servicc delivery to the public.

Committec Rccommendations

Thc Committcc recommcnds that

The Accounting Olficer must at all times ensurc that the budgets are realistic, achievable
and always adhere to annual work plans, procurement plans and revenuc collcction
schedulcs in compliance with Regulation 44(2) of the PFM (National Government)
Regulations, 2015.

The National Treasury should endeavour to always provide adequate lunds to cnable the
society achicvc its mandate.

ll

3,0 Expenditure

306.The Committee heard that, CWSK had underspent of 460 on thc approved budget, with
achral rccurrent expenditure amounting to Kshs.362,648,756, comparcd to the budgeted
Kshs.672,614,335. ln some program areas, such as child labor, emcrgency preparedness,

and crisis pregnancy programs, there was no spending at all. Additionally, expcnditures
financed from grants and other income wcre undcrspcnl by Kshs. 4,652,209 , or 9.4Yo.

Thc table bclow highlights thc budgeted versus actual rccurrent expenditurc:

Education
Devclopmcnt
Children

Skills
Unreachcd

&
for

Budget
(Kshs.)

18,225,800

Actual
(Kshs.)

6,684,216

t0,125,0t)0

Undcrspending
Programme/Activity

Underspending
(Kshs.)

(83%)Capacity Building, Rescarch,
and Advocacy 1..

,000,000

Child Labour, CSEC, Strcct
Child Trafficking

33,3 r 5,784

(100%)18,225,800

29,875,000 (75%)40,000,000
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Programme/Activity

Emergency Preparedness and
Response

Budget
(Kshs.)

100,000,000

Actual
(Kshs.)

Undcrspcnding
(Kshs.)

100,000,000

49,820,000

42,900,570

16,067,639

Undcrspcnding
.h

(r00%)

Family Strengthening
Family Tracing

&
50,820,000 r,000,000 (98o/o)

Foster Care & Cuardianship 50,820,000 7,919,430 (84%)

Adoption I 9,I 40,000 3,072,361 (84%)

Operating Expenses 24,891 ,000 I I ,000,251 t3,890,749 (s6%)

Pcrsonnel Costs lrr, ,roo,ooo 269,816,464

53,031 ,034

( l 8,3 16,464) 7%

Crisis Pregnancy Adolescence
& HIV/AIDS Programmes

6,622,963 6,622,963 (100%)

Temporary Places of Safcty
(Children's Homes)

Total

70,594,572 17,563,538 (2s%)

672,614,335 362,648,756 309,965,579 (46%)

Management responses

307.The management infomred the Committee that underspending occurred because the
exchequer had only releascd Ksh 362,649,7 59, against a budgeted amount of Ksh
672,6l4,335,leaving a balance of Ksh 309,965,578.

Committec Observations

Thc Committee obscrved that

The managemcnt response that the society received disburscments ofKshs. 362,649,759 is
misleading sincc under reccipts the society had reflcctcd Ksh. 810,490,248 as the actual
receipts. Thercfore thc undcr-absorption of Kshs. 309,965,578 is not satislactonly
explaincd.

30t1. Child Wclfare Society of Kenya (CWSK) had under-absorbed Kshs. 309,965,578 of the
disbursemcnts, which allcctcd the planned activities and impactcd negatively on scrvicc
delivcry to the public.
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Committee Recommcndations

The Committee recommcnds that -

ll

The Accounting Officer must at all timcs ensure that thc budgcts are realistic, achicvablc
and always adherc to annual work plans, procurement plans and revenue collection
schedules in compliance witlr Regulation 44(2) of thc PFM (National Government)
Rcgulations, 201 5.

The Commiltee recommends that Child welfare Society of Kenya divcrsifies its revenue
base to reducc over reliance on Govemment supporl.

llt The National Treasury should ensure adequate funding for CWSK and other similar Public
entities relying on the exchequer and that disbursemenls as made in tirne and as approvcd.

4.0 Devclopmcnt Expenditure

309. Thc Committcc hcard that CWSK had budgetcd to spend Kshs. 2,700,007,737 on
devclopment projects. However, actual expenditure was only Kshs. 400,000,000,
representing an undcr-expenditure ofKshs. 2,300,007,737, or 85%. Thc under-expendilurc
was attributed to inadequate govemment funding.

The table below shows thc development expcnditure details

Emergency Prcparedness and
Response

Undcrspcnding
(Kshs.)Programme/Activity

Budget
(Kshs.)

Actual
(Kshs.)

50,030,766

Undcrspending

(9 to/o)
Capacity Building, Research,

and Advocacy
54,720,000 4,689,234

50,000,000 (100%)Child Labour, CSEC, Street
Child Trafficking

169,601,468 (9 to/o)

Education
Dcvelopmcnt
Children

Skills
IJnreached

&
lor

(9lo/o)

15,898,532

9,044,921 96,485,099

50,000,000

r85,500,000

105,510,020

18,149,941 143,610,059 (8e%)Family Strcngthcning
Family'l'racing

&
l 6l,760,000

Foster Care & C uardranship 300,000,000
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Programme/Activity
Budget
(Kshs.)

Actual
(Kshs.)

Undcrspending
(Kshs.)

Underspending

Altcmative Family Care and
Adoption Programme

145,566,000 t2,476,4't0 133,089,590 (et%)

trn Ex enses 200,122,099

Awareness Crisis
Adolesccnce and
Programme

Pregnancy
HIV/AIDS 5,049,61tt

emponry Places of Safety
Children's Homes)

29 r ,760,000Inc Iud

30,008,776 170,033,323 (85%)

432,800

37,863,576

271,435,810

4,616,818 (et%)

253,896,424

Upgrading CWSK Places o
Safbty

1,200,000,000 928,564,190

Total 2,700,007,737 400,000,000 2,300,007,737 (8s%)

(87%)

(77%)

Manag€ment responses

3l0.The management informed thc Committee that, CWSK had not received the full amount
requcsted for development expenditure. The managemcnt stated that they had requested Ksh
2,700,007,737 but only receivcd Ksh 400,000,000.

Committee Observations

Thc Committce observcd that

The Committee noted with conccm that CWSK was underfunded by Kshs.2,300,007,737
translating to 85% of its dcvelopnrcnt budget. This negatively affected its ability to execute
projects and deliver services to thc public.

Committec Recommendations

The Committee recommends that

Thc Accounting Officcr must at all timcs ensure that thc budgcts are realistic, achicvable and
always adhere to annual work plans, procuremcnt plans and rcvenuc collcction schedules in
compliancc with Rcgulation 44(2) ofthe PFM (National Govcrnmcnt) Regulations, 201 5.
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4.0 EXAMINATION OF THE REPORT OF THE AUDI'I-OR.GENERAL ON THE
AUDI'I-ED ACCOUNTS OF'I'HE SACCO SOCIETIES REGULATORY AUTHORITY
FOR'I'II E FI NANCIAI, YEARS 20 I 7/I 8 -20 I9 I2O2O.

Mr. Mr. Pcter Njuguna, Chicf Exccutivc Olficer, Sacco Socicties Regulatory Authority
was accompanicd by Ms. Rosclinc Rcgama Corporation Sccretary, Ms. Flora Kimari,
Managcr Financc and David Sadajc, Dircctor, Corporatc Affairs appearcd beforc thc
Committee to adduce cvidencc on thc Auditcd accounts ofthc Sacco Socictics Rcgulatory
Authority for thc Financialycar 2Ol7l20l8 - 201912020.

FINANCIAL YEAR 20I7120I8

1.0 Lack of Board Chairman

Sll.Thc Conrrnittee heard that, the chairnran's position ltll vacant on 6'h February,20l7 when
thc lbrmcr Chainlan cxited. During the ycar undcr revicw, the Authority operated with llvc
board mcrnbcrs without a substantivc Chairman, contrary to Section I of the Mwongozo
Codc of (iovcrnance and Scction 6 ( I )(a) of thc Statc Corporation Act.

Managcmcnt rcsponse

3 I 2. Thc nranagclnent infonncd the Committcc that, it is truc that at thc c |ose of the financial year

for 2017/2018, thc Authority did nol havo a substantive chairman oI thc board. Howcvcr,
this position was filled on 20'r' Seplembcr, 2018 through thc appointmcnt of Ilon. John

Munuve. 'fhe other two positions ol indcpendcnt board trcmbers wcrs fillcd upon thc
appoinlmcnt of Dr Sanrmy l,ctcma and Hon. Silas Muriuki on 3l'' Dccenrber,20l8. These

appointnrcnts brought the board's cotrposition 10 the rcqLtircd seven (7) Incmbcrs in
accordancc wilh Scction I ol'thc Mwongozo Codc ofGovernancc and Section 6(l)(a) of thc

Statc Corporation Act.

Committcc obscrvations:

Thc Committee obscrved that

The authority operated without a substantive Chairman contrary to Scction I of the Mwongoztr
Codc o1'Govemancc and Scction 6 ( I )(a) olthc State Corporation Act, CAP 446.

Committce rccommcndations:

The Committcc recommendcd that

Thc Conrnrittcc rcprinrands thc Catrint:t Sccre tary for Co-opcmtives and Micro, Small and Mcdiunr
Entcrpriscs (MSMEs) lor thc dclays in constituting the cxisting vacancies in thc Sacco Socictics
Rcgulatory Authority's Boar<1.
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FINANCIAL YEAR 20I8/20I9

1.0 Financial Performance

3 13. Thc Cornmittce heard that, the statcment of financial perfonnance reflects a net deficit of
Kshs 45,539,596 (2018: Kshs 51,494,563) represenring 12% (2018 15%) of rcvenue. The
deficit was occasioned by the failure ofthe Authority to achieve its budgeted revenue ofKshs
420,692,000 by Kshs 48,849.879 as reflected in the statement ofcomparison of budget and
actual amounts.

3 14. Managcmcnt should therefore put in place measures with a view of generating more own
revenue

Managcment rcspollse

3l5.The managemcnt informed the Committee that, it was true that the Authority reported a
deficit of Kshs.51,494,563 and Kshs. 45,539,596 for the financial years 2017118 and
201812019, respectively. It is important for the Committcc to note that a portion of these
deficits was made up of non-cash itcms, namely, provision for staff leave, provision for
gratuity, provision of audit fees, depreciation, and amortizition. These non-cash items
represented 5Yo and 8.4oh of thc total expenditurc for thc financial years 2017118 and
?018119, respectively. An analysis olrhe non-cash itcms from the financial year 2017/18 to
2021/72 and their impact on total expenditure is illustrated in the table below;

Analysis of Total expenditure and non-cash items

Financial Ycar
2017n8 2018/t9 20t9t20 2020t21 2021t22

Total Expenditurc
(Kshs) 397,402,168 4t7 ,38t ,7 t] 430,853,497 460,303,I 25 5't t,277,706
Depreciation and
amortization
(Kshs.)

12,264,044 25,824,841 33,312,309 69,1 80,648 I I 1,701,190

Provision
GratuiW

fcrr

2,008,800 2,008,800 1,431,270 2,901,290
Provision
Staff leave
(Kshs)

for
5,3t4,843 6,723,I 83 5,7 56,637 4,264,590 7,918,642

Provision
Audit Fses
(Kshs)

for
487 ,200 487 .200 487 ,200 487,200 s00,000

Total Non cash
items
(Kshs)

20,074,887 35.044,024 40,987,4t6 73,932,438 123,021,t22
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7o of non
items to
expenditure

cash
lotal 5.05% 8.4v. L50h l60/o 21.50/,

3l6.Funher, the Committec was informed that to enhancc its financial sustainability and

ellcctivcly lulfill its supervisory and regulatory mandatc, the Authority amendcd thc 201I
levy ordcr. The lcvy rate chargcd on deposits ofregulatcd saccos increased from 0.125% in
2018 to 0.175% in 2022. This amcndment of thc lcvy rate, combined wilh the growth of
deposit liabilitics of regulated saccos over the years, from 341 .91 million in 201 8/ l9 to

563.t19 million in 202212022, has had a positive inrpact on the authority's revenue. The
authority's rcvcnue has grown lronr Kshs. 371 .8 rnillion in 201 tt/ I 9 to Kshs. 53li million in
202212022, which has enabled the authority to covcr opcrational costs, including
supervisory costs, hence improving thc financial performancc ofthe authority. An analysis
of total rcvcnuc and total expenditure is as illustrated in the table below.

Analysis of total Rcvcnue and Total Expenditurc

Financial Ycar
2018/19 20t9t20 2020t21 202v22

Total Revcnue
(Kshs) 37 t ,842,121 477 ,171,7 t3 438,335,506 538,43 8,709

Total expenditure
(Kshs) 417 ,381 ,7 t7 430,853,497 460,303, r 25 571,277,706

Surplusi Deficit
(Kshs) (45.539.596) 46,3t8,216 (2t.967 .619\ (32,838,997)

Committee Observations

The Commitlcc obscrved that

Thc authority's total expcnditure was higher than its total rcvenue thus occasioning the

deficit anrounting to Kshs. 45,539,596. This affected thc planned activities and impacted

negativcly on service delivery to the public.

The poor financial performancc, if not addressed through an effeclive strategy may lead to
sevcrc financial and operational difficulties in the near luture.

Committec Recommcndations

The Committcc rcconrmcndcd that

Within three months upon adoption of this report, thc Accounting Officer should document and

submit a report to thc respective Departmental Committcc on thc cosl-effective strategics devised
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to enhance revcnuc collections in order to elibctively Iulfill its supervisory and rcgulatory mandate
as per the anrended 201 I levy order.

FINANCIAL YEAR 20I912020

1.0 Implementation of Risk-Bascd Supervision Systcm Project

3l7.The Committee heard that, during the year undcr audit, the Authority had budgeted
cxpenditurcs of Kshs 547,432,467 and Kshs. 215,320,742 undcr recurrent and development
budgcts, respectively. Thc devcloprnent budget included an amount ofKshs 206,761,742 for
thc implementation of Risk Bascd Supervision Systcm (RBSS) projcct which included an
amount ofKshs. 701,761,742 rollcd ovcr fronr the prcvious financial year.

318. Examination of available rccords revcalcd that the Authority signed a contract with threc
local firms for thc supply, installation, configuration, customizalion, tcsting and
commissioning and maintcnancc of a risk-bassd supervision system, electronic document
managcmcnt system and related lrardwarc systcm at a contract sum ofKshs. 206,422,869.
The commenccment date for the contract was 2l "r F'ebruary , 2020 for a period of six (6)
months with an expectcd completion date of 20'l' August, 2020.

319. According to thc projcct timelincs set out at schcdulc six of thc signcd contract, the project
should havc becn at the deploynrent phase (integration to ERP and optimization, data
preparation and migration) four months altcr thc commencemcnt of thc contract. However,
no documentary evidcncc has becn providcd for verification to confirm the project
implenrentation stalus and ascertain whether thc prqect objcctives will bc met since thc
conlract period has cxpircd. In addition, the managemcnt has not provided explanations for
the levcl of budgct absorption.

320. Consequently, value for money may not have bcen obtaincd on the project

Managemcnt rcsponse

321 . The managcmcnt informed the Comnrittee that, the Risk Basecl Supervision System (RBSS1
irnplcnrentation was a process based on milcstoncs as provided lor in the contracl. Though
the contract was signed on 21'r Fcbmary,2020, for six months, the kick-oflmeeting was held
on 4rh March,2020 to agrec on thc projcct objectives, elfectively making thc completion date
Septcmber 2020. Howevcr, duc lo thc COVID-19 pandcmic, thc implementation of thc
project did not kick off as pcr the contract, thus pushing the commencement of the project to
May 2()20. The work plan was extcndcd to 27'h Novcmber,2020, and anothcr cxtcnsion was
grantetl up to 30th March,202l at thc vcndor's rcquest.
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Deliverables as at 30rh June,2020

322.There was no deliverablc as at 30th June, 2020 as the vendor was slill cngaged in the process

during this period as follows:

Electronic Documcnt Management System (Automation of the Registry)

Mobilization ol'personnel, five work streams, manned by l8 staff had been instituted
The process involvcd, obtaining filcs from Supervision stalf at the rcgistry, removal of
staplcs, scanning, stapling back and rctuming the files
As at 30rh June, a total of600 {iles had becn scanned however the quality ofthe scanned files
was rcjectcd by the Authority.

Thus, the Authority's validation process invalidated this excrcisc and therc was no tangible
delivery as a1 30th June 2020.

ii. Dclivery of the Hardwarc - 'l hc vsndor was in the processcs of collecting thc cquipment and

clcaring thcm at the port. No delivery as at 30rh Junc 2020.

iii. Thc RBSS Softwarc- First attempt on prcsentation of the standard packagc was not fruitful, thus
not delivered.

IV Busincss lntclligence and Data Warchousc

This was not mobilizcd as at 30th Junc, 2020

v. Intcgration and Training - This was dcpcndent on the achicvement of the above, thus not done
by 30th June, 2020.

323.The Committcc was informed that no milcslonc had been achievcd as at 3Oth June,2020,
hence no paymcnt was made by thc cnd offinancial year. Howcvcr, on l3'h July 2020, thc
vendor delivercd milcstonc II and Milestone IV. These milestoncs includcd delivery of
hardware and installation of test cnvironment and the demonstration ol biddcrs standard
RBSS and EDMS packagc, collectivcly marking 50%o completion olthe project's milestone.
The two milestones were delivcred at a total cost ofKshs. 103,211,434.90.

324.The Committee was furlhcr inlormcd that despite efforts by thc Authority to ensure the
project was fully delivered as per the contract tcrms, the vcndor failed to fulfill thc remaining
part of thc project milestones. Subscqucntly, upon expiry of thc contract period and non-
performance by thc vcndor, thc Authority sought guidancc from thc olfice of the Attorney
Gcncral (AG) on rctcndcring ol'thc outstanding milcstoncs. This was grantcd and Authority
procccdcd to rctcndcr for thc rcmaining part ol'thc projcct upon ensuring compliance with
the Public Procurement and Asset Disposal Act and Public Financc Managemcnt Act, which
delayed the rc-tcnding to 2023.
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325. Thc Aurhority is in the process of exccuting thc remaining portion of the prqect and has
successfully advcrtiscd for thc outstanding project components, with thc procurcment
proccss largely complelcd and irnplemcnktion projected for conclusion within the 2024
2025 Iinancial ycar.

Committec obscrvations

Thc Committee observed that

'lhe projcct has not bccn complcted to date despite thc assertion by managcment that
Covid- I 9 panclemic contributcd to lhe delay in the project implementation.

ll 'Ihe contract price lbr the risk-based supcrvision systems (RBSS) was Kshs.206,422,869
with a complction datc ol20'h August,2020. Howevcr, only two milestones wcrc achievcd
atcostofKshs.l03,?11,435 by 30th March, 2021 in which the contracl was terminated and
rc-advenised and thus the contract completion date and value for money werc not achieved.

'fhe procuremcnt proccss had been completcd and implemcntation projccted for conclusion
within the 2024 2025 financial year. However, the Accounting Officcr did not providc thc
contract price lor thc ncw rc-tcndered delivcrables and pricc cscalated duc to infiationary
cffccts.

Thcre was no cvidcnce that, compcnsatory damages was sought by the authority on account
of lailurc by thc vendor to dclivcr as pcr the tcrnls and conditions of the contract. Bcsidcs
it was not proved that the performancc security was utilized to cover thc damagcs.

Committee recommcndations

The Committec recommcnded thnt

Within three months upon adoption of this rcport, EACC to investigate the circumstanccs
undcr which thc first coniractor was awardcd thc lcndcr without the capacity to deliver,
whcthcr the thcn Accounting Officcr performed duc diligencc bclorc award olthc tcndcr and
if fcasibility studics was conductcd bcforc initiating thc procurcment process. also establish
whcthcr therc wcre any cconomic crimcs pcrpetuated by the officcrs or any othcr pcrson
involved in thc prqect implementation and submit a reporl to thc Commiltee. If any officcr or
pcrson is found culpablc, hc/shc should be hcld personally liable for any amount lost. DPP
should initiatc a lcgal proccss to rccover the amount so lost with interest from the conccmed
of'licer(s) at the prcvailing CBK ratcs.

ii. 'fhc Comrniltce reprinrands the thcn accounting oll iccr(s) and any othcr offlccr(s) involved thc
procurcmcnt and implcmentation proccss of thc prtlcct duc to thc delay and lack for value lor
moncy.
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2.0 lT Control Issues

326. The Committee hcard tliat, Scction I l0( I ) of thc Public Finance Management (PFM)
Regulations 2015, rcquires thc Accounting Olficer for a national government entity to
institute appropriate access controls needed to minimize brcaches of information
confidcntiality, data intcgrity and loss of business continuity. However, review of ICT
function revealcd management hatl not put in place;

a) Inlbrmation Technology govcmancc controls (Strategic lT Committee and IT Steering

Committee)

b) ICT Continuity Back Ups werc not storcd in a secure oflsitc storage lacility

c) Copies ofthe IT continuity plan and Disaster rccovery plan wcrc not kept off-site.

327. The non-establishment ofan IT Stratcgic Committec at llre board levcl could result in gaps

regarding IT Governancc, as part of enterprise governancc not being adcquate.

Managcment rcsponse

328. ]'he managemcnt inlormed the Committcc that, it takes note of the recommendation to

promotc cfficicnt and cffcctive ICT governance through an appropriate institutional
lramcwork. The authority is in thc process of revamping its Disaster Rccovcry system,

including the acquisition of additional scrvers to enhancc replication from primary to

sccondary sites. Backups and copies of thc lT continuity plan and Disastcr Recovcry Plan

will also be stored offsite.

329. The Committec was further inlbrmcd that the current status is that lhc authorily has

implcmented the audit recommendalions on ICT controls and now has a lunctional offsite
disaster recovcry site where the backups are sccurcly slored. ln addition, there is an ICT
policy that includes a disaster recovely plan and a backup policy.

Committec observations

The Committec observed that

i. The Committce noted that the absence of a Strategic lT Comnrittee and lT Steering Committee
indicated a gap in IT govcrnancc, rcsulting in a lack ofoversight and stratcgic direction for the

entity's ICT functions, potcntially impacting overalI entcrprise governancc.

ii. Thc Committee obscrvctl that the initial lack of ollsitc storagc for IC1'backups, along with thc

abscncc of offsite copics of thc IT continuity plan and Disastcr Recovcry Plan, posed a
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significant risk to the entity's ability to recovcr from disastcrs or I'I failurcs, potentially
jeopardizing data intcgrity, inlbrmation confidcntiality, and busincss continuity.

Commiltcc Rccommcndalions

Thc Committee recommended that

Within thrce monlhs of the adoption of this rcport, thc Accounting Officcr should providc
to thc Committee a comprchcnsive report on thc IT continuity plan and Disastcr Rccovcry
plan implemented to avoid lT failures, the rcasonablc stcps takcn to ensure thcrc is an
oversight and strategic direction lbr the Authority ICT lunctions.

The Committce on Implemcntation should lhst-track tltc process of inrplcnrcnting thc
Committee recommcndations and rcport to thc National Asscntbly on thc status.

lt

a

5.0 EXAMINATION OF THE REPORT OF THE AUDITOR.GENERAL ON TIIE
AUDITED ACCOUNTS OF KENYA INSTITUTE FOR PUBLIC POLICY
RESEARCH AND ANALYSIS FOR THE FINACIAL YEARS 20 I4l2O I5.2OI7I2OI8

Dr. Rose Ngugi CEO /Managing Director Kcnya Institutc for Public Policy Rcscarch and
Analysis (KIPPRA) was accompanied by Mr. Tcddy Bctt (Financc), Ms. Janc Mugambi
(Legal officcr ),and Mr. Pctcr Munenc (PSCMo)appcarcd bcforc thc Committee to
adducc evidcncc on thc Auditcd accounts of thc Kcnya Institutc for Public Policy
Research and Analysis (KIPPRA) for the l,'inancial year 2014/2015 to 2017l20l8

I.'INANCIAL YEAR 20 I4120I5

1.0 Property, Plant and Equipment

330. The Committee heard that, the Institute on l0'h Dcccmber 2010, was allocated land rclbrcnce
nurnbcr, 22380/30 at Kabctc Nairobi arca containing by nrcasurcmcnI two dccimal fivc sevcn
nought (2.570) hcctarcs whose value has not bccn incorporated in this financial statcntcnts.
During the year undcr rcvicw, it was noted thc current valuation has not yct bccn carricd out
on thc undevclopcd land, hencc not possiblc quantily thc ovcrall impairmcnt that should havc
bccn incorporatcd in thc financial statcmcnts.

Managemcnt Response

33L Management informed thc Conrmittce that, thcy did a valuation in 201I and thc lancl was
valucd at sixty- four million (Ksh. 64,000,000), howevcr, rhc institute did not incorporatc
this valuc in thc financial statcments duc to thc issucs rclated to utilization o,'thc land. T()
date the main challcngc is utilization oIKIPI'RA land and this has bccn comnrunicatcd to PS
statc department lor planning.
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Committcc Observation

The Committce obscrvcd lhat

The accounting officer was in brcach ol' Regulation 139 of PFM (National Covcrnmcnt)
Regulation, 2015 scction which requircs accounting officers of national govcmmcnt to

take full responsibility and ensurc propcr control systems are in place to safeguard the

assets, lnternational Accounting Standards (lAS l6) which requirc entities to disclosc
sufficient, relevant and represcntationally faithful inlormation aboul property, plant and

equipment to enable users of its financial statemcnts to understand and evaluate the ef'flect

property, plant and cquipment has on thc tinancial position, financial performancc and cash

flows ofthe entity and KIPPRA act section 2l which requires the institutc to kecp proper

books and other records of accounts ol incomes, cxpendilure, assets and liabilities.

ll Thc Committce noted with concem that KIPPRA had the title of the land, howevcr, had no

possession of the same since Dcpartment of Vetcrinary Services had lenced and blocked
KIPPRA from accessing the land.

The Committee also notcd that, by the time of this audit, rcvaluation of thc land had been

done but the institute failed to disclose thc value of thc land in their financial statcmcnts.

iv. From thc financial year 201612017 thc value of thc land is incorporated in thc financial

statements.

Committee Recommendations

The Committee recommends that

The Accounting Officer should at all timcs ensure that the provisions of Rcgulation 139 of
the PFM (National Covernmcnt) Regulations, 2015 are strictly adhered to lor propcr assct

management.

ll Within three months upon adoption of this report, Cabinet Sccrctary in chargc ol'National
Treasury and Economic Planning, Cabinet Sccrctary in charge ol Agriculturc and

Livestock Devclopmcnt in conjunction with National Lands Commission to fast track and

rcsolve the issue ofKIPPRA land.

2.0 Emphasis of Mattcr

332.The Committec hcard that, the accounting policy undcr notc XVIII (l) with rcl'erence to

financial liabilities (taxation) which statcs that no provision for taxation has bccn rccognized
in the hnancial statements as thc dircctors are ol'thc opinion that the lnstitutc is cxcnrpt lrom
taxation. Howcvcr, such cxcmption has not becn lbnlally gazetlcd as requircd under the

KIPPRA Act.
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Managcment response

333. Thc rnanagenrcnt inlbnned the C'ornnrittec that, KIPPRA's position on tax was infonncd by
thc provision in the KIPPRA Act exempting thc Institutc of thc taxcs. KIPPRA Act, Scc. 27
of the Part V M iscellaneous providcs that "Subjcct to othcr applicablc laws, the Institutc shall
bc cxcmpted liom such taxes, duties, fccs, Icvy, ccss or othcr chargcs as thc minister for llrc
timc bcing rcsponsible for finance rnay by, notice in the Cazctte, speclfy". However,
following discussions with KRA on thc subject ol tax excmption, KIPPRA is now tax
compliant ancl liles all its taxes as cxpcctcd since KRA has not cxemptcd KIPPRA from taxcs
and thcre is r)() gazcltL'in placc on cxcrnption.

Committec Observation

Thc Committec obscrvcd that

Although KIPPRn had bcen gcnerating incomc that is subject to taxation under Income
Tax Act Cn P 470, the institutc failcd to rnake provision for and remit the assesscd tax.
Scction 2 I of the KIPPRA Act, rcquircs that in the abscnce of Gazette notice lrom cabinct
sccretary in charge ol finance exempting such incomc from taxation, thcn the institute is
obligatcd to asscss and rcmit thc applicablc taxcs.

ii. Comnrittec notcd that, currently KIPPRA is tax compliant

Committee Rccommendations

Thc Committcc rccommcnds that

Thc Accounting Ofllcer should at all timcs cnsure that the provisions of incomc tax Act CAP 470
and KIPPRA Act arc strictly adhered to.

FINANCIAI, YEAR 20 I5/20I6

1.0 Taxation

334. Thc Cornrnittcc heard that the Kcnya Institutc of Public Policy and Analysis Act No. l5 ol'
2006 providcs that "Subjcct to other applicable laws, thc Institutc shall be excrrptcd frorr')
such taxcs, tluties, Ibes, lcvy, ccss or othcr charges as thc ministcr for the timc being
rcsponsiblc for finance may by, notice in thc Gazctte, specil'y". Although thc Inslitutc had
bccn gcnerating income that is subjcct to taxation under the current lcgislation, no provision
lor tax has cvcr becn rnadc in thc Institule's llnancial statcnrcnts in spite of the absence ol'a
notice by thc Ministcr in the Gazcttc cxcnrpting such incomc from corporation tax. In thc
circumstanccs. the adcquacy and accuracy ol'the lotal liabilitics totaling Kshs. 325,095,000
discloscrl in thc financial statcmcnts lirr the ycar ended 30rr' Junc 201 (r cannot be ascertained.
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Management response

335. Managemcnt inlonncd thc Conrrnittec that KIPI'llA's posilion on tax was infonned by thc
provision in the KIPPRA Act excmpting thc lnstitute ol'thc taxes. KIPPRA Act, Scc. 27 of
thc Part V Miscellancous providcs that " Subject to other applicablc laws, thc lnstitute shall
bc cxempted from such taxes, duties, fees, lcvy, ccss or othcr charges as thc minister for thc
timc bcing rcsponsiblc for finance may by, nolicc in thc Gazctte, specifly". Ilowcver,
following discussions with KRA on the subjcct of tax exemption, KIPPRA is now tax
compliant and files all its taxes as expccted sincc KRA has not exempted KIPPRA from taxcs
and therc is no gazette in place on excmption. Attachcd is the Tax compliancc certificatc to

certify the same.

Committee Observation

The Committce maintained the obscrvation and rccommcndations made in its rcport for thc
financial year 2Ol4l20l5 as follows;

Allhough KIPPRA had been gcncrating inconre that is subject to taxation under Incomc
Tax Act CAP 470, thc inslitute lailed to makc provision lbr and remit thc assesscd tax.

Section 2l of thc KIPPRA Act, requires that in the abscncc of Gazette noticc from cabinct
secretary in charge of financc cxempting such incomc from taxation, then thc institute is
obligatcd to assess and rcmit the applicahle taxes.

Committcc notcd that. currcntly KIPPRn is tirx compliant

Committee Rccommendations

Thc Committee recommends that

Thc Accounting Ol'ficer should at all timcs cnsurc that the provisions olincomc tax Act CAP 470
and KIPPRA Act are strictly adhercd to

2.0 Board Expcnses

'I'he Committec hcard thati

336. Contrary to guidelines issucd by the Public Sector Acoounting Standards Board pursuant to
thc provisions of Scction 194 of thc Public Financc Managemcnt Act 2012, board of
directors' expenses totaling Kshs. I 0,305,000 for the ycar endcd 30 Junc 201(r are disclosed
in Notc l0 to thc financial statcments untlcr gcncral cxpenses instead olbcing prcsentcd

scparatcly in thc statcment of Ilnancial pcrlbnnance.

337.l'hc Institutc reportcd an inctcasc in Board cxpcnscs to Kshs. 10,305,000 during the ycar

under rsview (Year 2014/15 Kshs. 5,837,000) due to numcrous meetings hcld in regard to
opcrational rathcr than strategic f'unctions. Furthcr, thc Board mcetings calcudar lor the ycar
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undcr rcvicw, invitation noliccs, and thc respective agenda have not bccn madc availablc lor
audit examination. In addition, there werc no minutes rccorded in relation to four mectir.rgs
Ibr which sitling allowances totaling to Kshs 540,000 wcrc paid. In the circumstances, it has
not becn possiblc to confimr whcther the lnstitutc obtaincd value-for-money liom
cxpcnditurcs totaling Kshs. 10,305,000 incurred on Board meetings.

Managemcnt rcsponse

Thc (lommittec was informed that;

Management acknowlcdges that thr: Board cxpenses for the years were discloscd under
the gcneral expenses instoad of being prcscnted scparately in thc statemcnt ol financial
perlirrmance. In the subscquent years to datc, the Board expenses werc scparated liom
gcncral expenses and prcsentcd scparately in the statement ol'financial perfonnance
and note 23(iii) in notcs to the financial statcments ofFY 201612017.

As at the timc of Audit, board meetings were not guided by an annual approved
Calcndar of Mcetings/Almanac, Cunently, all Board mcetings are guided by an annual
approved Calendar of Meetings/Almanac which guides and moderates lloard
cxpcnditure and in cascs where wc have mcetings oulside the almanac, KIPPRA sceks
approval from the Cabinct Sccrctary, National Trcasury and Economic Planning. We
also have a minutes' book wherc all the board minutcs are recorded.

lt

Committce Obse rvations

Thc Conrmiltcc observed that

The management of KIPPRn disclosed board cxpcnsc under gcneral expenses which
contravcned the guidelincs issued by Public Sector Accounting Standards Board that
requircs cach public entity to rcport board expenscs as a standalonc expenditure.

During the financial year 201512016 board expenses incrcased to Kshs. 10,305,000 liom
Kshs. 5,837,000 for the ycar 2Ol4l2ol5, which represents approximarely 77%o incrcase.
This was majorly contributed by the board having numerous nrcetings in regard to
operational rclated lunctions rathcr than strategic related l'unctions.

The board held lbur mcetings with accumulated sitling allowancc of Kshs. 540,000 in
which minutes wcrc not availcd for audit.

The institute currcntly adhcrcs to guidclines issucd by Public Sector Accounting Standards
Board and has dcvcloped boards Almanac

|l

Thc institute did not provitlctl the Board nrcctings calcndar, invitation notices, and the
rcspective agenda lor thc ycar under rcview lor audit examination
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Committcc Recommcndalions

The Committcc recommends that

Thc Accounting Officcr musl always ensurc adhcrencc to thc provisions of Scction 8l (3) of the
PFM Act CAP 4l2A with regard to the guidclines issued by Public Scctor Accounting Standards
Board.

3.0 Retirement Bencfit Schemc

33tt. The Commitlee heard that, note l7 to the financial statements states that the Institute opcrated
a gratuity scheme for qualilying employees which qualifics as a dcfined bencfit schemc. The
enrployees were entitled lo 12.5yo of their monthly basic salary for cvery month of scrvice
which deductions is paid into a scparatc gratuity bank account maintaincd by the lnstitute.
As at 30rh Junc, 2016, cumulativc balancc of the gratuity bank account tolalcd Kshs.

25,868,000 which sum has been disclosed both as an asset and liability in the financial
statenrcnts. Howcver, thc adequacy ol'cash balance to cover existing rctirement bcnefit
obligations ofthc Institute is not supported with documents analysis.

Managcment response

339.The Managemcnt inlbrmcd thc Committee that. as at the time of thc audit, the analysis had

not becn shared, however, managcmcnt prescnted a schcdulc of Kshs. 25,ti68,000 being the
account balance that was disclosed in thc llnancial statcments to support staff gratuity
provision for thc year and the rcspectivc stall' cntillemcnt. The individual balances arc the
anrounls to be paid in the evcnt a stafl'cxits from the Institute or gratuity falls due.

Committee Otrservations

Thc Committee observcd that

The Comnrittee noted with conccrn that, although KIPPRA nranagement providcd the schcdule
ol the respcctive bcncficiarics of the gratuity amount of Kshs.25,3 52,580, the corrcsponding
bank statcments to confirm thc cxistcncc and adcquacy of the bank balance wcre not provided.

The Accounting Olficcr was in breach of section 62 (l)(c) of Public Audit Act, CAP 4l2B
which rcquires lhat a pcrson shall not without justification fail to provide inl<lrmation within
reasonablc time that is requircd under the Act.

ll.

Committee Rccommendations

Thc Committcc recommends that

The Accounting Officor should always cnsurc adhcrcnce to the provisbns ol Section 62 ( I Xc) ol
Public Audit Aor. cAP 4l 28.
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FINANCIAL YE t\R 201612017

1.0 lnvestment in Treasury Bills

340. The Comrnittse hcard that thc statcment of financial perforrnance rcflcctcd nil balance in
respect of investment in feasury bills as at 30'h Junc, 2017 (2016 Ksh
3 86,557,000).l lowever, cash and cash ctluivalcnts balancc was Kshs. 760,168,000 as at Juno
2017 (2016 Kshs. 300,965,000). Thc intcrcst income received from thc cash held by the
Instihrte reduced from Ksh 40,358,000 in 2015/16 to Ksh 22,421,000 in2Ol6117 financial
year as a rcsult ol the above action. In thc circumstances, the Institutc apparently lost an
opporhrnity to incrcasc its other income lor thc period under review. Thc management did
not give satislactory reasons lor the decision lo discontinue invcslmr:nl in the treasury bills.

Management rcsponse

341 . The managcmcnt informed the Committce that, thc institute intended to starl building its own
premises in FY 2016/17. As a result, invcstmcnt in treasury bills was put on hold so that thc
funds could be utilized in lhe developmcnt of thc land. However, the process stalled because
ofland owncrship and usage disputes raiscd by thc Department of Vctcrinary Services. Thc
managemcnt rcsumed the investmcnt cxcrcisc and put together an investmcnt Committee lo
oversee the proccss.

Committee Observations

Thc Committcc obscrvcd that

Thc institute put on hold the investment in Trcasury bills in the year under rcvicw and opted to utilize
the funds in dcvclopmcnt of its land which cvcntually stalled due to land ownership and usagc
disputes with the Department of Veterinary Serviccs. This was despite thc incrcase in cash and cash
equivalents balancc as at 30'h June, 2017 to Kshs. 760,168,000 rcsulting in the opportunity cost in
form of interest loregonc.

Committee Recommcndations

Thc Committcc rccommcnds that

Thc Accounting OIliccr should at all timcs cornply with the investments policies and guidelincs
by thc National Trcasury.

2.0 Projcct Income

342. Thc Committcc hcard that as discloscd in Notc 4 to the financial statctncnts is project incomc
totaling Kshs.79,963,000 for the ycar cnded 30'h Junc, 2017. Somc of rhc projects
commcnccd bcforc and werc spreading beyond the financial year under revicw. Howevcr,
the basis ol'how the revenue allocation was done between the prior yuars, the currcnt
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financial year, and subsequent years was nol provided for audit vcrification. ln addition, an

adjustrnent of Ksh 10,493,437 proccssed to increase the projcct's inconlc lor the year was

not fully cxplaincd.

Management responsc

343. Thc managcmcnt inlormed the Committcc that, thcy havc revised thc structure of contracts
for rescarch consultancies to includc lhe tsrms of payment and thc dcliverables thereof. It
adopted to rccord Incomes based on thc pcrcentages of complction as would be stipulatcd in
tlle contracts issued for research work. Management also, strengthened its intcmal control

systems by acquiring an ERP systent thal has a project managcmcnt module that gcncratcs

fund accountabilily statements and introduced prqect tracking to monitor the

implcmcntation of projects.

344. The adjustmcnt ofKsh 10,493,431, rclatcd to projecl income receivablc from Public Service

Commission for research consultancy paid up in July 201 7. It was disclosed in note I 2 under

receivablcs from exchange transactions and recognized in the project incomc of [')'
2016/20'17. Thc schcdule of receipts was as lbllows;

Committee obscrvations

Thc Committcc observcd that

The managcmcnt did not provide a documentary evidcnce in form of a schedule showing thc

breakdown of revenue allocation to the rcspcclive prior years, thc current ycar and subsequcnt

financial years for projects spanning multiple years. This made it difficult lo confinn lhs
accuracy of thc project income.

The Accounting Otlcer by failing to lully explain the adjustment of Kshs. 10,493,437 was in

breach olsection 62 (1)(c) ofPubtic Audit Act, 2015 which requircs that a person shall not

without justification fail to providc information within reasonablc time that is required under

the Act.

ll.

Committec Rccommendations

Thc Committee rccommcnds that

Thc Accounting Officer should always ensurc adhcrcnce to the provisions ol'Section 62 ( I )(c) of
Public Audit Act, CAP 4128.
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FINANCIAL YEAR 20I7120I8

t.0 Unauthorized Reallocation and Utilization of Funds

345. Thc Committec hcard that tluring the year undcr review, the lnstitute budgeted and was
allocatcd dcvelopment grants amounting to Kshs. 52,236,486 in rcspect of acquisition for
capital projccts of its hcadquarters officcs. Howevcr, the funds wcrc reallocated, utilized and
accountcd fbr under rccurrent opcrations contrary to the Public Finance Management Act,
Scction 43 and PF'M Rcgulations, Scction 48 and Section 49. No documentation was availed
in support of approval of thc reallocation ol' funds in thc budget for thc financial year. The
details of how thc funds wcrc rcallocated was also not provided for audit verification. ln
addition, thc managemcnt uscd a total of Kshs.l9,lll,000 restricted capital expenditure
Iunding brought lorward lrom the previous ycar on recurrcnt opcrations but no reallocation
rcqucst and approvals wcre availcd for audil verification.

346. Under the circurnstances, the propricty ol thc lnstitutc's cxpenditure totaling Kshs
7l ,347 .486 could not bc confirmcd.

Managcmcnt Responsc

347 . The managemcnt informcd thc Committce that KIPPRA devclopmcnt grant started as
support from ACBF Supporr b KIPPRA Vote No. 1072100300 which rcllectcd a

countcrpart finding. The provision in thc votc included Kshs. 52,236,486 lrom GoK and 100
million lrom the Alrican Capacity Building Foundation (ACBF). This support was to finance
thc Young Professionals program, with a rccruitment ol' l0 Young Profcssionals per year to
bc traincd in public policy and analysis. Thc cxpectcd output being young professionals
traincd on public policy rescarch and analysis. The expectcd impact and outcome werc to
cnhancc capaci(y of young profcssionals to analyzc and fonnulate policies.

348. The ACBF Crant camc to an cnd in June 201 7. At that point, thc Institulc needed govcmment
suppo( to keep the program running. During the budget process in 2017118 KIPPRA
deGndcd continued counterpart lunding using a YP proposal. This was captured as a

developrncnt grant and in other ycars uscd thc funds to nreet the Young Prolessional's costs.
During thc year undcr revicw thc lnstitutc incurred Kshs. 13,179,650 on YP monthly
allowanccs.

349. The Instih:te had always used part of thc l'unds in thc Capital and Development-ACBF
Support to KTPPRA Vote No. 1072100300 ro financc capital cxpenditures. It is liom rhe
dcvclopment grant that thc instilutc had been Iinancing capital spending, including
procurcn.lcrrt of cornputers, olficc cquiprncnt's, lurniturc's, fittings and fixtures and
intangible asscts (softwarc). I'hc total amount spcnt on capital itcnrs during the ycar under
rcvicw amounted to Ksh 27,1 u7,467.
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350. KIPPRA organized its first Annual Rcgional conference in fulfilling its cornmitmcnt in its
2013ll4-2Ol7ll8 strategic plan. In contributing lo thc conference management in 2017/18
work plan proposed to undertakc a survcy bringing together synergics lrom all rescarch
dcpartments and thc concept was sharcd with thc programs Committcc. This rcscarch work
amounting Ksh 11,869,312 was financed liom the development grant whosc findings were
dissominated during the conference.

Committcc Observations

The Committec obscrved that

'lhc Committec observcd that the instilulc reallocatcd Kshs. 52,236,486 from capital cxpendilure
to recurrcnt expenditure and utilized Kshs.l9,l I1,000 restricted capital expcnditure brought
lorward on recurrent operations. The two cxpcndilurc itcms were contrary to thc provisitlns of
Section 43 of thc Public Financc Managcment Act, CAP 4124, and Regulation 48 of the PFM
(National Government) Regulations, 2015.

Committec Rccommendations

The Committcc recommends that

The Accounting Ofllccr should always cnsurc adhcrence to the provisions of Section 43 of thc
Public Finance Managemcnt Act, CAP 412A, and Rcgulation 48 ol' the PFM (National
Govcmmcnt) Rcgulations, 201 5.

2.0 Transfcr from Govcrnmcnts

35l.The Committce heard that thc statemcnt ol'financial performance rcflecls amount of Ksh
333,931,000 in respcct of transfer from the Govemment and as detailed in note 3 to the
financial statements includcs a transfer lrom retained camings ofKsh 5,994,000.'l'he amount
has not bccn explaincd or supported in any way.

Management rcsponse

352.The nranagcmcnt inlbrmcd the Committec that retaincd eamings financcd authorized project
expcnditurcs incurred during thc ycar, this was rccognized as rcvenuc in the statement of
financial performancc of thc rcporting pcriod (FY 2017l18) under note 3 and the statcment

of nct changes in equity to reduce thc retained earnings.

Committec Observation

The Committee obscrved that

l'he Committcc notcd that thc amount of Kshs.5,994,000 is unauthorized and unapprovcd
cxpenditurc irrcgularly drawn from rctaincd earnings (surplus for thc previous ycar) which were

I
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not cxplaincd nor supporled with any documcntary cvidcncc. This is conlrary to section l2 of the
stalc corporations Act CAP 446

Committee Recommendations

Thc Committee recommends that

Within three months upon adoption olthis report, thc Accounting Ofticcr should submit a dctailed
report cxplaining how the Kshs.5,994,000 was utilizcd to the Auditor-General for audit review and
reporting in thc subsequent audit cycle.

3.0 Project Incomc

353.The Committee hcard that as reportcd in thc previous year thc statemcnt of linancial
performancc for thc ycar cncled 30rh June 2018 and notc 4 to the financial statements,
discloses project incune totaling Ksh 26,461,0OO(2016/2017 Ksh 79,963,000). Although
some of the projccts commcnccd bcforc and were spreading beyond the financial year under
rcvicw, the basis ofrcvenuc allocation belwecn the prior years, the current financial year and
subsequent ycars was not provided lbr audit review.

354. Under thc circumstances, thc accuracy and completeness of the project income balancc of
Ksh 26,461,000 lor the ycar cndcd 30rh June 2018 could not be confirmed.

Manage me nt response

355.Thc managcmenl inlbnned the Committce that proJcct income was recognizcd based on the
tcrms stipulated in tlre tcnls of thc contract for thc rcscarch work and projects whose
completion dates overflow to the following ycar, thc institute disclosed incomes received in
advancc or incomcs outstanding in thc notes to thc financial statcment. Cunently, KIPPRA
is aligned with thc auditor's cxpcctations on the presentation.

Committee observations

The Committcc observed that

'lhe managcment did no1 providc documcntary evidencc in lbrm of a schedulc showing thc
breakdown of rcvenue allocation to the rcspective prior ycars, the current year and subsequent
financial years lor projccts spanning multiplc years. This madc it difficult to confirm the accuracy ol'
the prqect income.

Committee Recommcndation

The (lommittcc recommends that -
Thc Accounting Officcr should always cnsurc adhcrcncc to the provisions of Section 62 ( I )(c) of
Public Audrt Act, CAP 4l 28.
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4.0 Employee Costs

356.The Committee heard that statement of financial performance and note 7 to the financial
statement reflects employees costs of Ksh 189,598,000 which included acting allowance
amounting to Ksh 1,294,462 paid to five (5) staff while appointed in acting capacities.
However, the officers acted and got paid for more than six months contrary to KIPPRA
Human Resource Policy and the Public Service Commission Human Resource Policies and
Guidelines, 2016.

Management response

357.The management informed the Committee that current HR Policies and procedure manual
was approved in November 2017. Before then KIPPRA/QMS/HR"/01 policy dated 3'd May
2013 was in operation and Sec 14.5 had not stated the timelines for acting appointment
positions. This was rectified in the new HR policy to be inconformity with the PSC HR
Policy of May 2016.

358.The Institute wrote an appeal for an extension of the Acting period through letter ref.
KIPPRA/HR/4/I/DPSM/I dated l4rh August 2019 and the subsequent guidance provided by
the State Department for Public Service & Gender, as outlined in their Letter Ref. No.
MPSG/DPSM/HRM12I4NoL. XXXIV, dated 8rh Apil 2020. The Acting appointrnent is
approved by the Human Resource Management Advisory Committee and the KIPPRA
Board. The board has since advertised the 5 acting positions as follows:

'rii'. ir

Deputy Director Private
Sector

N/A The substantive Officer is seconded to
the Coffee Implementation Standing
Committee. Management has sought
approval from the Head of Public
Service to transfer the services of the
Officer. This will pave way for the
recruitment of a substantive office
holder.

2 Deputy Director Trade
and Foreign Policy

March 2024 Recruitment Ongoing

March 2024 Recruitment Ongoing3 Deputy Director
Infrastructure and

I 19
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Sp!.

Economic Services
Department

4 Deputy Director Finance February 2020 Position substantively fi lled

5 Deputy Director Human
Resource and
Administration

February 2022 Position Substantively fil led

359. Further, the Board has advertised and readvertised vacant positions in a bid to curtail acting
appointrnents.

Committee observations

The Committee observed that-

The Committee noted that management of KIPPRA irregularly paid five (5) staff acting
allowance for more than six (6) months. This was contrary to Section 34 of the Public
Service Commission Act CAP 185.

The Committee noted that, currently the vacant positions have been filled by substantive
officers.

Committee Recommendations

The Committee recommends that

The Accounting Officer should always ensure adherence to the provisions of section 34 of the
Public Service Commission Act, CAP 185.

5.0 Deferred Income

360.The Committee heard that the statement of financial position reflected a deferred income
balance of Ksh 284,448,000 which was explained in note l9 as representing the development
grants received over the years. The amount has decreased from Kshs. 303,599,000 in the
previous year thus a reduction of Kshs. l9,l I1,000. The reduction ofKshs. l9,l I1,000 has
not been fully supported as there is no documentalion to show what the funds were used for
and where the amount was transfcrred to in the statement of financial performance in line
with accounting policy.

361. Under the circumstances, the delerred income balance of Kshs. 284,448,000 is not lairly
stated.
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Management response

362.The management informed the Commiltce that the spent amount of Kshs. l9,l I1,000
facilitated payment of staff salaries amounting to Kshs. 13,860,815 and gcneral expenses

Kshs. 5,249,723 for the month ofJune 2018 due to delayed cxchequcr disbursements.

363.The amounts wcre transferred from the statement ofchanges in net assets as a movement in
retaincd eamings and reported as reduction in thc statcment of financial position.

364. The Utilization of Ksh l9,l I I ,000 is tabulated below;

S/No Sourcc/Donor Description Amounts

Pavroll Staff salaries June 201 8 13,860,81 5.00

7 Highend Solutions Ltd Library AMLIB Service Lcvel
Agreement Renewal of Licencc

243,843.00

3 Nation Media Group
Ltd

KIPPRA Conference 2018 space order
for advertisemcnt

2,687,140.00

4 Ian Kariuki Muriuki KIPPRA Conference 2018 Musrc
Performancc & comical video

120,000.00

5 Llovd Masika Ltd 5th Floor Excess scrvice charge t63,7 t2.00

6 Lloyd Masika Ltd 2nd Floor Excess service charge 163,712.00

7 Elsevier B.V Renewal of Ithcnticatc Plagiarism
Checker

576,024.75

8 Masada Hotel KER 201 8 Working rctreat 522,900.00

9 Tricorc Agencies Printing of Policy Bricfs No. I I ,I 342,000.00

l0 Xtrancl
Communications

Maintcnancc ol' KIPPRA Website 430.391.00

TOTAL COST l9,t 10,537.75

t2l
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MIN/PIC SSAA/2024| IO PRELIMINARIES

The Chairperson called the meeting to order at Thirty minutes past twelve o'clock lollowed by a
word of prayer.

MIN/PIC SSAA/2024nl ADOPTION OF THE REPORT

The Committee unanimously adopted the fourth report as proposed by the Hon. Michael Wambugu

Wainaina, MP and seconded by the Hon. Bernard Kibor Kitur, MP

MIN/PIC SSA{2024/13 ADJOURNMENT

There being no other business, the C n adjoumed the sitting at thirty minutes past One

O'clock. -.D

'JSigned...

Hon. Emmanuel Wangwe CBS' MP - Chairperson

Date l+{' o

t

t

?
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MINUTES OF THE 4TH SITT ING OF THE PUBLIC INVESTMENTS COMMITTEE ON

SOCIAL SERVICES. ADMINISTRATION AND AGRICULTURE HELD AT HILTON

GARDEN HOTEL . MACHAKOS COUNTY. ON SATURDAY 2IST SEPTEMBER.2024

AT 12:30 PM.

PRESENT:

1. Hon. Emmanuel Wangwe, CBS, MP Chairperson
2. Hon. Caleb Amisi Luyai, MP Vice-Chairperson
3. Hon. Martin Peters Owino, MP
4. Hon. (Dr.) Peter Francis Masara, MP
5. Hon. Michael Wambugu Wainaina, MP
6. Hon. Bemard Kibor Kitur, MP
7. Hon. Joshua Kivinda Kimilu, MP
8. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

APOLOGIES:

,

l. Hon
2. Hon
3. Hon
4. Hon
5. Hon
6. Hon
7. Hon

Mary Wamaua Njoroge, MP
Ferdinand Kevin Wanyonyi, MP
Nixon Nicholas Ngikolong, MP
Abdi Jehow Fatuma, MP
Paul Nabuin Ekwom, MP
CPA Geoffrey Wandeto, MP
Eliiah Njore Kururia, MP

a

IN ATTENDANCE:

SECRETARJAT

1 . Florence Atenyo-Abonyo,OGW
2. Mr. Abdulahi Aden
3. Mr. Enock Manwa
4. Ms. Christine Mariita
5. Mr. Thomas Ogwel
6. Ms. Mercy Kinyua
7. Mr. Stanley Langat
8. Mr. Weley Abugah
9. Mr. Moses Esamai

OFFICE OF THE AUDITOR GENERAL

1. Mr.David Githinji
2. Mr. Jeff Owiny

Director AA&GPC
Principal Clerk Assistant I

Clerk Assistant III
Clerk Assistant III
Fiscal Analyst
Legal Counsel
Sergeant-At-Arms
Research Officer
Audio Officer

Deputy Directori Legislative Relations Officer
Senior Auditor/Legislative Relations Offi cer

t
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The management did not provide a documentary evidence in form of a schedule showing the

breakdown of revenue allocation to the respective prior years, the current year and subsequent

financial years for projects spanning multiple years. This made it diflicult to confirm the accuracy of
the project income.

iv. On the audit query on Employee Costs the Committee observed the following;

lll. On the audit query on Project Income the Committee observed that;

The committee noted that management of KIPPRA inegularly paid five (5) staff acting

allowance for more than six (6) months. This was contrary to Section 34 of the Public

Service Commission Act CAP 185.

The committee noted that, currently the vacant positions have been filled by substantive

officers.

a

a

MIN/PIC SS 024t009 ADJOURNMENT

There being no other business, the C n adjoumed the sitting at thirty minutes past twelve
O'clock.

Signed
d ll-

Hon. Emmanuel Wangwe CBS, MP - Chairperson

r." /; +Date

4
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The Committee secretariat took the members through the draft report of Kenya Institute for
Pubtic Policy Research for the Financial years 201412015 to 2017/2018

i. On the audit query on Property, Plant and Equipment the Committee observed the

following;

The accounting officer was in breach of Regulation 139 of PFM (National

Govemment) Regulation,20l5 section which requires accounting officers ofnational
govemment to take full responsibility and ensure proper control systems are in place to

safeguard the assets, Intemational Accounting Standards (lAS 16) which require

entities to disclose sufficient, relevant and representationally faithful information about

property, plant and equipment to enable users of its financial statements to understand

and evaluate the effect property, ptant and equipment has on the financial position,

financial performance and cash flows ofthe entity and KIPPRA act section 21 which

requires the institute to keep proper books and other records of accounts of incomes,

expenditure. assets and liabilities.

There was no evidence that, compensatory damages was sought by the authority on account

offailure by the vendor to deliver as per the terms and conditions ofthe contract. Besides

it was not proved that the performance security was utilized to cover the damages.

The committee noted with concern that KIPPRA had the title of the [and, however, had

no possession of the same since Department of Veterinary Services had fenced and

blocked KIPPRA from accessing the land.

The Committee also noted that, by the time of this audit, revaluation of the land had

been done but the institute failed to disclose the value of the land in their financial

statements.

From the financial year 201612017 the value ofthe tand is incorporated in the financial
statements.

ll. On the audit query on Taxation the Committee observed the following;

Although KIPPRA had been generating income that is subject to taxation under Income

Tax Act CAP 470, the institute failed to make provision for and remit the assessed tax.

Section 21 ol the KIPPRA Act, requires that in the absence of Gazette notice from

cabinet secretary in charge of finance exempting such income from taxation, then the

institute is obligated to assess and remit the applicable taxes.

Committee noted that, currently KIPPRA is tax compliant.

a

a

a

a

a

a

,



2. Mr. JeffOwiny Senior Auditor/Legislative Relations Offi cer

MIN/PIC SSAA/2024I OO7 PRELI INARIES

The Chairperson called the meeting to order at thirty minutes past nine o'clock followed by a word

of prayer.

MIN/PIC SSAA/2024IOO8 CONSIDERATION OF THE DRAFT

REPORT'S

The Committee secretariat took the members through the draft report of Sacco Societies

Regulatory Authority for Financial Years 2017/201 8 - 201912020

i. On the audit query on Lack of Board Chairman the Committee observed that;

The authority operated without a substantive Chairman contrary to Section I of the Mwongozo

Code of Govemance and Section 6 (l)(a) of the State Corporation Act, CAP 446.

On the audit query on Financiat Performance the Committee observed the following;

The authority's total expendilure was higher than its total revenue thus occasioning the

deficit amounting to Kshs. 45,539,596. This affected the planned activities and impacted

negatively on service delivery to the public.

ll.

lll.

a

a

o

The poor financial performance, ifnot addressed through an effective strategy may lead to

severe financial and operational difficulties in the near future.

On the audit query on Implementation of Risk-Based Supervision System Project

The project has not been completed to date despite the assertion by management that

Covid-19 pandemic contributed to the delay in the project implementation.

The contract price for the risk-based supervision systems (RBSS) was Kshs.206,422,869

with a completion date of 20'h August, 2020. However, only two milestones were achieved

atcostofKshs.l03,211,435 by30sMarch,202l in which the contract was terminated and

re-advertised and thus the contract completion date and value for money were not achieved.

The procurement process had been completed and implementation projected for conclusion

within the 2024-2025 financial year. However, the Accounting Officer did not provide the

contract price for the new re-tendered deliverables and price escalated due to inflationary
effects.

2
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MINUTES OF THE 3RD SITTING OF THE PUBLIC INVESTMENT s COMMITTF],8 ON

SOCIAL SERVICES. ADMINISTRATION .ANDAGRICULTURE HELD AT HILTON

GARDEN INN.MACHAKOS COUNTYONS ATURDAY 2IST SEPTEMBER2O24 AT 9:30

AM.

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson
2. Hon. Cateb Amisi Luyai, MP Vice-Chairperson
3. Hon. Martin Peters Owino, MP
4. Hon. (Dr.) Peter Francis Masara, MP
5. Hon. Michael Wambugu Wainaina, MP
6. Hon. Bemard Kibor Kitur, MP
7. Hon. Joshua Kivinda Kimilu, MP
8. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

APOLOGIES:

l. Hon. Mary Wamaua Njoroge, MP
2. Hon. Ferdinand Kevin Wanyonyi, MP
3. Hon. Nixon Nicholas Ngikolong, MP
4. Hon. Abdi Jehow Fatuma. MP
5. Hon. Paul Nabuin Ekwom, MP
6. Hon. CPA Geoffrey Wandeto, MP
7. Hon. Eliiah Njore Kururia, MP

IN ATTENDANCE:

SECRETARIAT

I . Florence Atenyo-Abonyo,OGW
2. Mr. Abdulahi Aden
3. Mr. Enock Manwa
4. Ms. Christine Mariita
5. Mr. Thomas Ogwel
6. Ms. Mercy Kinyua
7. Mr. Stanley Langat
8. Mr. Weley Abugah
9. Mr. Moses Esamai

OFFICE OF THE AUDITOR ENE,RAL

Director AA&GPC
Principal Clerk Assistant I

Clerk Assistant III
Clerk Assistant III
Fiscal Analyst
Legal Counsel
Sergeanl-At-Arms
Research Officer
Audio Officer

l. Mr.David Githinji Deputy Director/ Legislative Relations Officer
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An amount of Kshs.14,750,000 and Kshs.3,360,409 were paid for digital forensic and national

uJar.rring system and e-commerce trainings, respectively' However' documents supporting the

il;;il;.thod used in the selection Jf the iervice providers were not provided for audit

verification.

The Committee secreta at took the members through the draft report of Child Welfare Society of

Kenya for the Financial Year 201412015'

i.OntheauditqueryonProperty,Plant,andEquipmenttheCommitteeobservedthe
following;

o child welfare Society of Kenya (cwsK) does not possess ownership documents for

sixteen (16) parcels ofland located across the country'

o The ownership of several parcels of land belonging to the society have been grabbed while

others are in are in court disputes.

ii. on the audit query on Budget and Budgetary control (Revenue) the committee observed

that;

child welfare society of Kenya (cwSK) had reported a shortfall in receipts of Kshs'

2,611,269,087 translating to 76lo of the budgeted ,erenue. The shortfall alfected the planned

activities and impacted negatively on service delivery to the public'

MIN/PIC SSAA/2 0241006 ADJOURNMENT

There being no other business, the Chai adjoumed the sitting at thirty minutes past five

O'clock <r>

Signed

Date.....

cwlilItv
Hon. EmmanueI Wangwe CBS' MP - ChairPerson

tilr :T.
S
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2. Mr. Jeff Owiny

MIN/PIC SSAA/2024I OO4

Senior Auditor/Legislative Relations Officer

PRELIMINARIES

The Chairperson called the meeting to order at thirty minutes past two o'clock followed by a word

of prayer.

MIN/PIC SSAA/2024IOO5 CONSIDERATION OT' THE DRAFT

REPORT'S

The Committee secretariat took the members through the draft report of Communication Authority
of Kenya for the Financial Year 2018/202019

i. On the audit query on Unsupported and Long Outstanding Debts the Committee observed

the following;

The matter was discussed by the Pubtic Investment Committee (PIC) of the National
Assembly which, in its 23'd Report recommended that the Director General of CAK should
continue pursuing the long outstanding debts with a view to recovering them and request

the Cabinet Secretary for the National Treasury to write offonly those debts that cannot be

recovered.

a

a

a

a

The debts outstanding for over 20 years lack sufficient documentation as they were

inherited from the defunct Kenya Posts and Telecommunications Company in 1999.

However no evidence was adduced to show the actions take by the authority to establish
their recoverability.

Debts amounting to Kshs. 301,366,27lwere owed by Govemment institutions including
security agencies.

On the audit query on Revenue and Non - Exchange Transactions the Committee observed

the following;

Forty (40) annual operating licenses for various operators invoiced at a total of Kshs.

106,018,499 were not based on the most recent financial statements of the licensee.

Therefore, the authority went against its own policy ofusing most recent audited financial
statements as the basis ofcharging license fees which was unfair to both the licensees and

the authority.

The authority's assertion that it has proposed modification of the licence conditions to
include penalties for late submission and revocation for non-submission of retums was not
supported by documentary evidence.

On the audit query on Unsupported Consultancy Services the Committee observed that;

ll.

2

llt.
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INVESTMENTS COMMITTEE ON
MINUT ESOFTHE2 ND SITTING OF THE PUBLIC

.ANDAGRICULTU REHELD AT HILTON
SOCIAL SERVICES. ADMINISTRATION

ARDEN INN MAC OSC UNTY ON FRIDAY 2 TH SEPTE BE 4AT2z

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Cateb Amisi Luyai, MP Vice-Chairperson

3. Hon. Martin Peters Owino, MP

4. Hon. (Dr.) Peter Francis Masara, MP

5. Hon. Michael Wambugu Wainaina, MP

6. Hon. Bemard Kibor Kitur, MP
7. Hon. Joshua Kivinda Kimilu, MP

8. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei' MP

PM

AP LOGIES:

l. Hon. Mary Wamaua Njoroge, MP

2. Hon. Ferdinand Kevin Wanyonyi, MP

3. Hon. Nixon Nicholas Ngikolong' MP

4. Hon. Abdi Jehow Fatuma, MP

5. Hon. Paul Nabuin Ekwom, MP

6. Hon. CPA GeoffreY wandeto, MP

7. Hon. Elijah Njore Kururia, MP

IN ATTENDANCE:

SECRE TARIAT

I . Florence AtenYo-AbonYo,OGW
2. Mr. Abdulahi Aden

3. Mr. Enock Manwa
4. Ms. Christine Mariita
5. Mr. Thomas Ogwel
6. Ms. MercY KinYua
7. Mr. StanleY Langat

8. Mr. WeleY Abugah
9. Mr. Moses Esamai

OFFI EOF THE AUDI RGF],NERAL

Director AA&GPC
Principal Clerk Assistant I
Clerk Assistant III
Clerk Assistant III
Fiscal Analyst
Legal Counsel
Sergeant-At-Arms
Research Officer
Audio Offrcer

L Mr.David Githinji Deputy Director/ Legislative Relations Oflicer
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l.

a

a

On the audit query on Employee Costs-salaries and Wages the Committee observed the

following;

The authority did not avait for audit the approval and the reasons for the payment o{

bonuses to staff amounting to Kshs. 9,589,055. The authority was in breach of section 62

(l)(c) of Public Audit Act, 2015 which requires that a person shall not without justification

fail to provide information within reasonable time that is required under the Act.

The CAK Human Resource and Capital Policy manual clatse 4.7.2 relened to in the

management submission on merit increments states that employees who have reached the

maximum of their salary scales with positive appraisal ratings may be awarded a lumpsum

performance bonuses equivalent to one or more annual increment but not more than three

per year was invalid in the circumstances. The Officers in question were paid a lumpsum

Lquivatent to annual increment multiplied by twelve instead ofat most three. This resulted

in to an overpayment ofthe bonus by Kshs. 4,705,605

On the audit query on Remuneration of Directors the Committee observed that;

The broadband allowance totalling to Kshs.3,362,333 paid to the Board of Directors although

supported with HCA circular no. 1'B' of 2014 dated 13th February, 2014 there was no evidence

of approval for such by the Salaries and Remuneration Commission nor State Corporations Act

and Mwongozo guidetines. The allowance is therefore irregular and recoverable.

l?y',. [>

MIN/PIC o24too3 ADJOURNMENT

There being no other busines e Chairperson adjoumed the sitting at thirty minutes past One

O'clock. e
5l

Signed

Hon. Emmanuel Wangwe CBS' MP - Chairperson

g

Date... ..
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ll on, the audit query on Non-performing Investment property the committee observed thefollowing;

The property was purchased by the Board of Trustees in 1992 at Kshs.450,000,000 and
had a ner book value of Kshs.530,000,000 as at 30rh June 2020.

The building was advertised for sale on 3'd September, 2009 at Kshs.300 milrion
reserved price but the bids received were berow the reserve price. It was not crear why
the reserve price was placed too low yet land on which the hotel is situated had

appreciated in value over time. The basis upon which the reserve price was determined
was not provided to the committee for review and the devaluation of the property was

skewed to favour a certain bidder.

That authority has a weak intemal audit system that was not able to identi& errors or

erroneous double posting in the books of account which lead to misrepresentation of the

financial position ol the authority.

A review of the note 20 to the financial statements revealed that a transfer of Kshs.

202,092,000 from the work in progress was done. However the corresponding movemenl

to the respective class of completed asset could not be traced and therefore the financial

statements were misstated and not reflecting a true and fair view.

a

a

o The valuation report from the ministry of lands, public works, housing and urban

development as at the time ofadvertisement was not provided for audit.

b) Communication Authority of Kenya for the Financial year 2017/2Olg

on the audit query on Property, plant and Equipment the committee observed the
following;

The authority did not avail supporting documentation for audit on the adjustments of
Kshs.2,638'140 and Kshs. 3,417,716 under freehold land and buildings and civil works.

The authority failed to submit to the Auditor-General the ownership documents for its
freehold land additions totaling to Kshs. 41,788,000.

a

t

a

a

J



2. Mr. Jeff Owiny Senior Auditor/Legislative Relations Offi cer

MIN/P IC SSA{2024/ 001 PRELIMINARIES

The Chairperson called the meeting to order at Thirty Minutes past nine o'clock followed by a

word of prayer.

MIN/PIC SSAA/2024IOO2 CONSI ERATION OF' THE DRAFT

REPORT'S

The Committee secretariat took the members through the draft report ol the following State

Corporations;

a)
b)

a)

National Social Security Fund for Financial Yeat 201912020

Communication Authority of Kenya for the Financial Y ear 201712018

National Social Security Fund for Financial Y ear 201912020

on the audit query on cash and cash equivalents the committee observed the following

The committee noted with concem the unsatisfactory explanation given by the accounting

officer for the Kshs. 100 million payments in the bank statement not in cashbook out ofthe

Kshs. 134,335,976 queried in the audit report.

Further, the committee observed that the amount of Kshs. 134,335,976 on payments in the

bank statement not in cashbook arose mainly from two bank accounts; the KCB Main

Expenditure Account A/C No. 1107 ll0 165 with a figure of Kshs.100,079,830 and the

contribution Account A-/C No. 01003002837701 at NBK with a figure of Kshs 84,'141.215.

The accounting officer was able to give explanation on a figure of Kshs' 50 million

transferred from NBK revenue account to NBK staff mortgage account leaving the balance

of Kshs. 134,335,976 outstanding as an audit issue in the Auditor-General's report. It is

unlikely therefore that a payment made by the bank and not reflected in the cash book could

be as a result of NSSF intemal system's error.

Arising from the above observations the Committee had requested the Auditor-General to

do a forensic audit on the Kshs. 100 million that appeared suspicious based on the

accounting officer's submissions and was waiting for the forensic Audit report.

2



MINUTES OF THE IST SITTING OF THE PUBLIC INVESTMENTS COMMITTEE ON

SOCIAL SERVICES. ADMINISTRATION. AND AGRICULTURE HELD AT HILTON

GARDEN INN. MACHAKOS COUNTY ON FRIDAY 2OTH SEPTEMBER.2O24 AT

9.30AM.

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson
2. Hon. Caleb Amisi Luyai, MP Vice-Chairperson
3. Hon. Martin Peters Owino, MP
4. Hon. (Dr.) Peter Francis Masara, MP
5. Hon. Michael Wambugu Wainaina, MP
6. Hon. Bemard Kibor Kitur, MP
7. Hon. Joshua Kivinda Kimilu, MP
8. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

APOLOGIES:

l. Hon. Mary Wamaua Njoroge, MP
2. Hon. Ferdinand Kevin Wanyonyi, MP
3. Hon. Nixon Nicholas Ngikolong, MP
4. Hon. Abdi Jehow Fatuma. MP
5. Hon. Paul Nabuin Ekwom, MP
6. Hon. CPA Geoffrey Wandeto, MP
7. Hon. Elijah Njore Kururia, MP

IN ATTENDANCE:

SECRETARIAT

L FlorenceAtenyo-Abonyo,OGW
2. Mr. Abdulahi Aden
3. Mr. Enock Manwa
4. Ms. Christine Mariita
5. Mr. Thomas Ogwel
6. Ms. Mercy Kinyua
7 . Mr. Stanley Langat
8. Mr. Weley Abugah
9. Mr. Moses Esamai

OFFICE OF THE AUDITOR GENERAL

Director AA&GPC
Principal Clerk Assistant I

Clerk Assistant III
Clerk Assistant III
Fiscal Analyst
Legal Counsel
Sergeant-At-Arms
Research Officer
Audio Officer

l. Mr.David Githinji Deputy Director/ Legislative Relations Officer



vi) There was professional negligence in procuring a system that was not able to do the job that

was intended to' The competency of the Fund's IT department in coming up with the

requiredspecificationsisindoubtandasaresult,theFundislosingmoneyfornoservices

rendered.

Committee Recommendations

The committee tasked the NSSF to provide a report of the two accounting systems including:

i. The procurement details

ii. Advertisement and entire procurement process up to the signing ofthe contracts

MIN/PIC SSAA/2023/ 92 ADJOURNMENT

The Chairperson adjoumed the sitting O'ctock for lunch break.

Signed.... .. .

e
wttl

t4',
Hon. Emmanuel Wangwe CBS' MP - Chairperson

Date..... l>*
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Department would not improve customer experience by integrating the software

systems with mobile-phone payment technologies'

ii. Financial statements are still prepared manually because the SAP system does not

independently generate double entry accounting balances' Because of the high

number of transactions, the risk of errors and misstatements is high' In addition' SAP

system expenditure schedules do not include payee names' As a result' the schedules

do not provide a proper audit trail as they are not matched to payment vouchers or

other relevant records

iii'TheSAPLoanModuleisnotconfiguredtoprovideanatyticalreportsonunpaid

cheques.

In view of these shortcomings, value for money may not have been obtained on the

investments made in the two systems'

Committee Observations

i)TheissueofthelneffectiveAccountingSoftwareSystemshadcontinuedtoattractanaudit

queryfromtheAuditor-Generalinthereportsforthefinancialyearsending30lhJune'2018,

30thJune,20lgandnowinthisyear2Olgl202Oonitsineffectivenessandlackofsecurity

featues.

ii)Further'thesystemshavecontinuedtoattractmorecostsforimprovementoffunctionality.

for example in the audit report of 2Ol9l2O2O ' the Auditor-General reported that

KSh.l6T,g45,S3TandKSh.2g,gl4,248wereincurredonSocialSecurityandPensions

Administration System (SSPAS) Reimplementation and the SAP Additional modules

respectively.ThemodulesweremeantforproductionoffinancialstatgmentsbytheFund.

However,theSystemcoutdstillnotgeneratefinancialstatementsasexpectedofanend-to-

end system.

iii) The NSSF did not get value for money from the two systems and the expenditure was

nugatory.

iv) The system continues to attract license fees yet its functionality is questionable'

v) Proper feasibility study was not done before the SSPAS and SAP systems were procured

6
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Iu.

Thedelayinidentifuingthebeneficiariesmayleadtoretireesmissingoutontheirretirement

benefits despite them contributing for decades'

The un-accounted for Members Contributions continue to eam investment incomes that

cannotbeattributedtoanybeneficiarynorretracedtothetimeofcontribution.Itwillhard

fortheNSSFtoidentifuthebeneficiaryandmatchthemtotheirrespectivebenefitsandthe

relatedeamingfromit.Theincomesmightbeutilizedbythefundtorunitsdaytoday

operations at the expense ofthe beneficiaries'

Committee Recommendations

i) The Committee resolved that the NSSF provide a breakdown on how much interest was

eamed on the amounts that are in the suspense account'

ii) The NSSF to provide a breakdown of the beneficiaries of the interest eamed'

iii) NSSF 1o provide a wdtten submission on where the money is domiciled'

4.0 - Ineffective Accounting Software Systems

Committee was informed that in year 2012, the Fund procured two software systems

identified as SAP Enterprise Resource Management Programme (sAP ERP) and social

Security and Pension Administration System (SSPAS)' The systems were intended to enable

the Fund optimize its functional processes and improve operational effectiveness'

The SSPAS was expected to provide an integrated platform that supports the Fund's core

functions namely registration, collections and benefit payment' The SAP syslem was to

facilitate the Fund's finance and accounting functions by providing transparency and

accountability in executing processes'

Reviewofthefunctionalityofthetwosystemsrevealedthefollowinginadequacies:

Records on the Fund's l'enant Purchase Scheme (TPS) are still updated upon

submission of physical payment records by tenants at the Head Office since the

Scheme is not integrated with the Fund's banking system to automatically update

records upon payment. No satisfactory explanation was provided why the Finance

5



reconciliation. If the systems were procured in 2Ol2 yet in 2020 they were still not

performing the purpo(ed or aspired functionalities, then the system has failed and the

NSSF may not have gotten value for money'

iv)ThenatureofservicesofferedbytheNSSFweresensitiveandtheirfinancialdocuments

should have been handled with caution and care'

v) The Committee observed that the payment vouchers provided by the NSSF were not

serializedforproperaccountabilityandaudittrailandthustheresponsesprovideddidnot

fully address the queries raised.

Committee Recommendations

TheNHIFwasinbreachofitsownregulationsaSsetoutintheNSSFRegulationsof20l4which

require that the entity updates the accounts of its contributors on real time basis'

Query 3.0 - Delay in Accounting for members Contributions

The committee was informed that the examination of records on contributions made by members

indicated that contributions in transit not posted to individual members' accounts as at 30 June,

2020 amounted to Kshs. 439,000,000 denoting an increase of Kshs.149,000,000 or 5l% from

Kshs.290,000,000 reported as at 30 June, 2019. No plausible explanation was provided by

Management for the large increase in the balance and the reasons for delay in posting the

contributions to the credit of the respective members' accounts. The delay suggested that internal

control on accounting for contributions was weak and therefore, the risk of misstatement of the

balances may have been high.

Committee 0bservations

The committee observed that;
The NSSF boasts of implementing SSPAS and SAP system as a strategy to go paperless and

thatbenefitpaymentprocessisnowcompletelyautomated.Theaccountingofficerhasalso

indicated that other details are provided by employers to enable the Fund post member

accounts at a later date but the delay is due to missing NSSF numbers. Ifthe contributions list

has the unique personal data like the ID Number and the personal Number, then the delay is a

mere laxity on the part ofthe responsible NSSF staff'
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Communications)andstafffromtheNSSFwhoappearedbeforethecommitteetoadduce

evidence on the Audited accounts ofthe NSSF for the Financialyetr 202012021'

The oath was administered to the Managing Trustee, David Koross, Marietta Mutinda'

Caroline Okul, Moses Cheseto, Caroline Odera and Roseline Oluoch'

TheManagingTrustee,DavidKorossadmittedbeforetheCommitteethattheissueofhaving

many officers in acting capacity was negatively affecting performance at the entity'

Query l.0 - Recruitment of Staff

TheCommitteeresolvedtoshelvethepreviousresponsesandadmitthenewsubmissions.

Query 2.0 - Inadequate Documentation of expenditure

The Committee was informed that the examination of payment records indicated that there was

no standard format for printed payment vouchers' Although postings and approvals were done

online in the Fund,s accounting software, physical vouchers filed included memos for intemal as

wellasstaffpaymentsandinvoicesanddeliverynotesforsupplies,altofwhichwerestamped

severally to denote various approvals' Further, the vouchers were not serially numbered'

Asaresult.audittrailsonaccountschargedwerehardtofollowandthereforecontrolon

recording of expenditure was not properly established'

Committee Observations

i) The observation made by the auditor-General points to a weak intemal control that could

be exploited by those in authority to perpetuate fraud'

ii) The Fund's strategy to go paperless in order to increase efficiency as well as a cost

reductionmeasureisapositivemoveinensuringthatpublicfundsareutilizedinan

effective, effrcient and economical way. However, proper security features and regular

back up is paramount since the collapse of the system will affect business continuity

otherwise it is a riskY venture.

iii)TheAccountingofficerin<licatedthatthenextphaseistodigitizeallpaymentprocesses

aswellasintegratewithbanksforseamlessandpaperlesscollectionofrevenueand
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NA NAL IAL SECU RITY FUND SS

I . Mr. David Koross

2. Mr. Evans Ombui

3. Mr. Peter Muiruri

4. Mr. Reuben Macharia

5. Dr. ChristoPher Khisa

6. Mr. Obed Mbuvi

7. Mr. John NYaberi

8. Ms. Ruth MutonYi

9. Mr. Moses Cheseto

10. Stephen Obare

I I . Ms. Madetta Mutinda

12. Ms. CarolYn Okul

'13. Ms. Carolyn Odera

14. Ms. Rosemary Oluoch

AUDITOR GENERAL'S OFFICE

I . Mr. Frederick Omondi

2. Mr. Joseph Abok

3. Mr. David Githinji

MIN/PIC ssAA/2023/90 PREL IMINARIES

TheChairpersoncalledthemeetingtoorderatg.00AMthereafterherequestedHon.Caleb

Amisi MP. for a word of PraYer.

MIN/PIC ssAA/2023/91 SUBSTANTI VE AGENDA: EXAMINATIO N OF THE

AUDITOR,q GENERAL REPORT OF THE

NATIONAL SOCIAL SECURITY FUND (NSSF )FOR

THE FINANCIAL YEAR 20t4t20t5TO 202ot202t

Mr. David Koross (Managing Trustee), was accompanied by Mr' Evans Ombui (Ag'

Manager R & C), Mr. Peter Muiruri {Manager, Property and Development)' Mr' Reuben

Macharia (Finance Oflicer), Dr. Christopher Khisa (Manager - Corporate

Managing Trustee

Ag.ManagerR&C

Manager. Property and Development

Finance Officer

Manager - Corporate Communications

Manager - ProPerty

Principal Financial RePorting

Manager - Investments

Ag. Manager - Asset & Finance

Manager - ICT

Ag. Manager - Finance

Human Resources Manager

Ag. Manager -CorP. Secretary

Ag. Manager SCM

Dep. Director Audit

Director - Audit

PA - LRO
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E 56TH SITTING OF THE PUBLIC INVESTMENTS OMMITTEECMINUTES OF TH

ONS CIAL ERVIC AD ISTRA

PANARI HOTEL.oN THURSDAY . 6TH JULY.2023 AT 9:00 AM.

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Caleb Amisi Luyai, MP Vice Chairperson

3. Hon. Martin Peters Owino ,MP

4. Hon. Mary Wamaua Njoroge 'MP

5. Hon. (Dr.) Peter Francis Masara, MP

6. Hon. Abdi Jehow Fatuma, MP

7. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

8. Hon. Joshua Kivinda Kimilu, MP

9. Hon. Paul Nabuin Ekwom, MP

APOLOGIES:

I . Hon. Ferdinand Kevin Wanyonyi, MP

2. Hon. Bemard Kibor Kitur, MP

3. Hon. CPA GeoffieY Wandeto, MP

4. Hon. Nixon Nicholas Ngikolong, MP

5. Hon. Michael Wambugu Wainaina, MP

6, Hon. Elijah Njore Kururia, MP

IN ATTENDA NCE:

SECRE TARIAT

N A AGRI ULTURE HELD AT THEI

I . Mr. Adan Abdulahi

I . Mr. Mark Nzunaswa

2. Ms. Christine Mariita

3. Mr. Thomas Ogwel

4. Mr. WesleY Abugah

5. Mr. Moses Esamai

6. Mr. Benson Muthuri

7. Ms. Lily Cherotich

Principal Clerk Assitant

Clerk Assistant III

Clerk Assistant III

Fiscal Analyst

Researcher III

Audio Officer III

Sergeant-At-Arms

Protocol Officer



the acting managers may have constrained their capacity to provide effective leadership of the

1.2 Impending Retirement of a Large Proportion of Staff

Review of employee records inai"ut"i that out of the Fund's one thousand' 1261) staff' 41%

wereabouttoretireafterservingtheirrespectiveterms'ASaresult,theFund,sprospectsfor
maintaining a stable, experienc"ed workforce that would enable it to attain its goals and

objectives maY be at risk.

Fund

Committee Observations

Intheperiodthattheauditqueryhighlightsforseniormembersofstaffbeingappointedon

acting capacity for long periods, some for as many as six (6) years yet there was no vacuum

in the board and therefor the management response is misplaced'

The Accounting Officer was in breach of section 34 (3) of the Public Service Commission

Act, CAP 185 which requires that, an officer may be appointed in an acting capacity for a

period not exceeding six months'

ll.

2

Committee Resolutions

MIN/PICSS AN2023174

There was no other business'

MIN/PICSS AN2O23/75

TheCommitteeinformedtheNSSFthattherearenoexcusesfornothavingreadyanswers
and passing the buck to previous office holders'

ThatNSSFretumonWednesdayTthJune,2023.Thisisaweekbeforereportwritingthatis
supposed to conclude by 20th June, 2023'

The Chair called

Signed:...........

the m

ANY OTHERBU SINESS

DJO RN ENT

close at 1 
'l :30 AM. The next meeting will be held on notice'

t.Q.

Hon Emmanuel Wangwe CBS, MP - Chairperson
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SBM bank respectively. In the latter chase bank case, the management indicates that

bondholders are part of the 25%o who remained out of the deal. It is not clear how the banks

were acquired and such ranking creditors were not involved in the acquisition deal and NSSF

has not objected to any either through a court case or other regulators. At the same time it is

not clear why KDIC and CBK are yet to issue any pronouncement on the investments and

release information on the Iiquidation.

iii. The management failed to explain how and when the Imperial and chase Bank issued

corporate bonds were valued at Kshs. 2.0 billion and Kshs. 4.822 billion respectively and how

much would be recoverable.

iv. The Fund has continued to incur losses on the leased-out property as cited in the audit report

suggesting that the Fund's debt management and investment policies are not properly

established to attain fair retums on contributors' funds or there are individual beneficiaries to

these schemes.

v. The management failed to explain why the Fund opted to invest in such risky ventures rather

than the more secure and guaranteed retum investments like treasury bills and bonds. There

was already a pronouncement and Treasury Circular No. I 0 of I 992 which directed that State

Corporations invest surplus funds in Treasury bills and bonds'

vi. Despite having legal representation, through the Attomey General's office or the legal counsel

employed by NSSF, the Fund has continued to lose funds on leased properties through failure

by the lessees to honour the agreements.

Committee Resolutions

The Committee resolved that;

l. The NSSF to provide the investment policy as at the time of making the chase Bank

investments.

2. The Fund informs the committee on the opinion of the SRC the said investment approvals

and provide correspondence between NSSF and SRC?

1.0 Weaknesses in Human Resource Management

1.1 Senior Managers in Acting Appointments

As simitarly reported in the previous year, the Senior Management team in the year under

review included seventeen (17) senior members of staff appointed on acting capacity for long

periods, some for as many six (6) years. Delay in advertising the respective posts or confirming

4



ThechairbriefedthemembersinregardtothepreviousmeetingwithNSSFandtheresolutionsof

thecommittee.TheCommitteeaskedforlSadditionalpiecesofinformationtowhichtheNSSF

responded that they had submitted all documents'

However, the office of the Auditor General (oAG) informed the committee that they had received

thedocuments,albeitlate.TheCommitteeruledonproceedingwithqueriesfromwherethelast

meeting left off. Auditors will scrutinize documents progressively'

Among the glaring issues from the previous engagement between the Fund and the Committee

was on cash and cash equivalents, and how NSSF transited from old to new systems' How

clearance ofcash and bank balances e'g 100 million shillings'

The Fund issued the following responses to the Committee:

3,0 Ineffective Management of Debtors and Investments

TheCommitteewasmadeawarethattheexaminationofdebtorandinvestmentsrecordsindicated
that the Fund had, over the years, incurred losses on receivables (debtors) and investments For

instance, Note 23 to the tinancial statements reflects receivables and prepayments totaling

Kshs.3,Tg3,g2T,L6TwhichincludelongoutstandingdebtstotalingKshs'28'720'772'thathad'as
at 30 June,2020, remained unpaid for-more than ten (10) years. In addition provisions made for

bad and doubtful debts amounted to Kshs'105,102,269'

Similarly,thestatementofnetassetsavailableforbenefitsreflectscorporatebondstotaling
Kshs'l,3gg,604,882whichNote20tothefinancialstatemenlsindicatesisnetofdoubtfulbonds
provisions totating Kshs.666,900,000 made in respect of FXD Chase Bank 2015 bonds at

Kshs.534,700,000 and Imperial Bank 5'25-year FXD bonds at Kshs' 132'200'000'

ThelossprovisionslotalingTT2,002'26gandthelossesincurredontheleased.outpropertycited
inthisreportSuggestthattheFund,sdebtmanagementandinvestmentpoliciesmaynotbe
properly established to attain fair retums on contributors' funds'

Fund had incurred losses on receivables 3 '793 '927 '167

Committee Observations

The committee observed with concem that public entities including NSSF have continued to

losefundsthroughpoorinvestmentdecisions,exaggeratedcosts/pricesandnon-recoveryof

debts owing to them while at the same time they readily pay their creditors' claims with

penalties on delayed payments and interest'

The Fund continues to experience an overall exposure of Kshs' 666'9 million in Imperial and

Chase banks despite the two institutions being later acquired by Kenya Commercial bank and
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Mr. Joseph Abok
Mr. Frederick Oluoch

Mr. David Githinji
Mr. Jeff Otieno

Director. OAG

Dep. Director
P.A _LRO

Associate LRO

INSP TORATE OF STATE CORPORATI ONS

I - Mr. Francis Mutua Senior Inspector

NATIONAL SOC IAL SECURI TY FUND (NSSF)

I . Mr. David Mwangangi

2. Mr. Peter Muiruri
3. Ms. Marrietta Mutinda
4. Mr. John Nyaberi

5. Mr. Stephen Obare

6. Mr. Evans Ombui

7. Mr. Obed Mbuvi
8. Ms. Ruth MutonYi

9. Ms. Rosemary Oluoch

10. Mr. Reuben Macharia

MIN/PIC SSAA/2023/7I

The Chairperson called the meeting to order at 9:30 AM. Prayers were offered by Hon. Martins

Owino. MP

MIN/PIC SSAA/2023/72 SUBSTANTIVE AGENDA: EXAMINATION OF THE

AUDITOR'S GENERAL REPORT OF THE

NATIONAL SOCI AL SECURI TY FUND (NSSF) FOR

THE FINANCIAL YEARS 20 t9/2020 AND 2020/2021

Mr, David Mwangangi, the Acting chief Executive officer, National Social Security Fund

was accompanied by Mr. Peter Muiruri (Mgr. Procurement), Ms. Marrietta Mutinda (Ag.

Finance Manager), Mr. John Nyaberi (Ag. SHCRSA), Mr. Stephen Obare (Mgr' ICT)' Mr'

Evans Ombui (Ag. MRC), Mr. Obed Mbuvi (Ag' MPM), Ms. Ruth Mutonyi (Ag' IM)' Ms'

Rosemary oluoch (Ag. M, SCM) and Mr. Reuben Macharia (F.o - Reporting) before the

committee to adduce evidence on the Audited accounts of the Agricultural Food Authority

for the FinancialYear 201912020 and 202012021.

G REMARKS

Ag. CEO

Mgr. Procurement

Ag. Finance Manager

Ag. SHCRSA
Mgr. ICT
Ag. MRC
Ag. MPM
Ag. IM
Ag. M. SCM
F.O - Reporting

PRELIMINARIES

MIN/PIC SSAA/2023I73 OPENIN
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TTEEON
MINUTE OF THE 29rH SITT ING OF TH PUBLIC INVESTMENT scoMMI

IAL SERVIC ADMINISTRATI N AND A RIC LTURE HELD ATT E

PANARIHOTEL ON WEDNESDAY 3RD MAY.2023 AT 9.OO AM.

PRESENT:

l. Hon. Emmanuel Wangwe, CBS' MP

2. Hon. Caleb Amisi LuYai, MP

3. Hon. Martin Peters Owino ,MP

4. Hon. (Dr.) Peter Francis Masara, MP

5. Hon. Abdi Jehow Fatuma, MP

6. Hon.CPA GeoffreY Wandeto, MP

7. Hon. Joshua Kivinda Kimilu, MP

8. Hon. Bemard Kibor Kitur, MP

9. Hon. Michael Wambugu Wainaina, MP

10. Hon. Nixon Nicholas Ngikolong, MP

I l. Hon. Bishop (Dr') Jackson Kipkemoi Kosgei' MP

12. Hon. Paul Nabuin Ekwom, MP

APOLOGIES:

I . Hon. Ferdinand Kevin Wanyonyi, MP

2. Hon. Mary Wamaua Njoroge ,MP

3. Hon. Elijah Njore Kururia, MP

INATTENDAN E

SECRETARIAT

I . Mr. Aden Abdulahi

2. Mr. Mark Namaswa

3. Ms. Christine Mariita

4. Ms. MercY KinYua

5. Mr. WesleY Abugah

6. Mr. Kevin Oj iambo

7. Mr. Moses Esamai

8. Ms. LilY Cherotich

9. Mr. Noah Chemweno

GENERAL

Chairperson
Vice Chairperson

Principal Clerk Assistant I

Clerk Assistant lll
Clerk Assistant lll
Legal Counsel

Research Officer
Media Relations Officer

Audio Officer III
Protocol Offrcer

Sergeant-At-Arms

OFFICE OF THE AUDITO R
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Signed
t

Ho . Emmenuel Wengwe CBS, MP - Chairperson

t7'( n"bvDete......,....,........'..
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Public Works at the onset of the project, NSSF woutd not have faced the delays and the

unnecessary costs through court cases.

(x) The varied scope ofworks at a contract price ofKshs. 4,095,862,434.00 included provision

sums of Kshs. 902,550,000.The provisions included an amount ol Kshs. 250,000,000 for

fluctuations and a similar amount for contingencies. The balance of Kshs.402,5 50'000

being other provisions. There was no explanation as to how these amounts were expended

and how the fluctuations and contingencies were quantified as works done and paid for.

(xi)The contractor took over/possession of the site before ascertaining that the necessary

preliminary arrangements had been made to enable smooth implementation of the project

including notification of the tenant on the building-Nakumatt Holdings of the expected

disturbance, inconveniences and interferences with their normal operations . This would

have enabled flow of the project from commencement to commissioning without resulting

detay and idle time that the contractor later charged with penalties citing idle labour and

equipments all amounting to 1.4 billion.

Committee Resolution

The Committee resolved that the National social Security Fund;

I . Submits a list of Directors of Hazina Hotels ltd

2. Documents of investments since 1994

3. Revenues received since if any

4. Provide valuers ofthe property in 1994 and now

5. Provide schedule ofhow much you pay for legal fees services

6. Provide lease Agreement ofthe 239,500,000

7. Provide sale agreement ofthe prope(y dated 1994

MIN/PIC SS AAt2023t42 ANY OTHER BUSINESS

The committee noted that from their deliberation they is need to request for a forensic Audit on

National Social Security Fund (NSSF).Next Meeting with NSSF to be held on 3'd May 2023

MIN/PIC SSAA/2023/43 ADJOURNMEN

There being no other business, the Chairman adjoumed the sitting at 4.40 pm the next meeting will

be held on notice.
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EACCandDCltakesupthematterforfurtherinvestigationwhosereportshadnotyetbeen

submitted to the National Assembly.

(ii) The project was completed at a total cost of approximately Kshs 8 billion' The amount

comprised of Kshs. 2.6 billion for the original 8 floors building that was to be extended to

36 floors and the new contract price ofKshs. 5.4 billion for the extension of 15 more floors'

(iii)Theinitialextensionworksof36floorswasestimatedtocosttheFundKshs.

6,71 5,21 8,1 88 which was later scaled down to I 5 floors. The State Department for Public

WorksestimatedthescaleddownworkstocostKshs.4,095,S62,434,00.Thiswas

formalizedinVariationorderNo.lwhichsettherevisedscopeandcost.Thevariedscope

of works for 15 floors and the revised cost of Kshs' 4 
'095 '862'434 '00 were not

commensurate.

(iv)Themembersduring,theprojectvisitnotedthatthebaseofthebuildingcolumnswerenot

strengthened except for clamping/jacketing the columns which served little or no purpose

with strength of the pittars base and thus a nugatory cost The committee also noted that

withoutstrengtheningthebasethebuildingcouldnothaveheld36morefloors.TheFund

managementmightandtheinvolvedStructuralengineersdidnotdoduediligenceandthe

technical advice offered was misleading.

(v)TheFundhadnotinvolvedthestatedepartmentforPublicworksduringthedesignphase

tooffertechnicalexpertise.Therethemanagementfailedtoplaceresponsibilitiesfor

monitoringandimplementationoftheprojectstoentilieswiththetechnicalcapacitiesto

implementinordertoavoidunnecessaryterminationsandvariationsofprojectcost.

(vi)The building also attracted extra Kshs. 1.4 billion to cater for penalties for delay or idle

time occasioned during the push and pull between NSSF and management of defunct

Nakumatt suPermarket.

(vii) The building was not fully occupied despite its completion'

(viii)HazinaTradeCentrewasoneoftheFund'sMegaprojectsworthsubslantive

amounts of taxpayers' money which ought to have been initiated upon the management

carrying out a feasibility study and drawing an implementation plan to execute the project'

(ix)The NSSF did not seek technical advice from the state Department of Public works when

commencing and during implementation of the project; public works only came in as

projectmanagersinJune2OlT.HadNSSFsoughttheservicesofStateDepartmentof

15



Further, the committee observed that;

i) The property was purchased by the Board ofTrustees in 1992 at Kshs.450.000,000 and had

a net book value of Kshs.530,000,000 as at 30th June 2020

ii) The building was advertised for sale on 3'd September,2009 at Kshs.300 million reserved

price but the bids received were below the reserve price. It was not clear why the reserve

price was placed too tow yet tand on which the hotel is situated had appreciated in value

over time. The basis upon which the reserve price was determined was not provided to the

committee for review and the devaluation ofthe property was skewed to favour a certain

bidder.

iii) The valuation report from the ministry of lands, public works, housing and urban

development as at the time ofadvertisement was not provided for audit'

2.0 Status of Hazina Trade Centre Construction Project

Records provided for audit indicated that construction works on Hazina Trade Centre in Nairobi

Central Business District continued in the year under review. The project entailed the elevation

of the existing building into a 36-floor tower and was awarded to M/S China Jiangxi. The project

was later scaled-down to I 5 (fifteen) floors at a reduced contract sum of Kshs. 4,095.862,434.

Therefore, its scope was reduced by 21 floors equivalent to 587o ofthe original contract whereas

the cost was reduced by Kshs. 2,619,355,754 or 39o/o.

The project has had a number of completion date extensions with the most recent set for

December,2020 which however, lapsed before the works were completed. As at the time of

audit, eleven (l l) certificates valued at Kshs. 3,704,883.770 in aggregate, or 83% of contract

sum, had been paid. However, physical inspection of the project indicated that the works were

onty eighty percent (80%) complete. Therefore, there was risk of the project exceeding its

budgeted cost amounting to Kshs.4,095,862,434.

Further review of the project's records indicated that the contractor filed compensation claims

valued at Kshs. 871,697,124 citing idte time arising from work stoppages. Expenditure records

indicated that payments totaling Kshs. 653,772,843 were made in respect of the claim.

However, no plausible explanations were provided by Management for the stoppages which

resulted in ineffective use ofpublic resources.

Committee Observations

The committee observed that;
(i) The issue has been discussed in the previous PIC l9rh, 22nd ,23'd and 24th reports with a

recommendation for the Auditor-General conducts a forensic audit and then subsequently

t4



The Court on 18 March,2019 allowed the Fund to evict the lessee and the sub-tenants who
thereafter reportedly removed furniture and ddcor items they claimed to own. As a result, the
property was reportedly left in a rundown condition. It is not certain whether Management has
taken legal action against the evictees.

In view of the foregoing, the Fund may not have obtained value for money from its investment
in the property that cost Kshs. 450,000,000 in 1994. Further, the recurrent rent arrears imply
that the Fund may not have managed the investment in a prudent way.

Committee Observations

i) The matter had been discussed in the previous plc 22d and 23,d reports and the committee

observed that;

a The Fund did not involve the State Departmenl of public works when contracting lws
Techno Holdings Ltd to renovate the building. The scope of renovations was not

documented and agreed anywhere thus opening a loophole for the tenant to arm-twist the

Frmd on the cost of renovations.

b rhe drafting of the lease agreement with M/s Techno Holdings Ltd was poorly done thus

exposing the Fund to loss of money i.e., two and half year rent free. The lease that was

provided by the management had missing pages.

c NSSF won the court case relating to the ownership of Hazina Towers.
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Committee Observations

i) The under-expenditure on some budget items aflected the ptanned activities and impacted

negatively on the service delivery to the public/beneficiaries.

ii) The committee was concemed that while explaining the underperlormance on various

budget items, the NSSF management cited covlD-l9 pandemic effects. If this was the

cause, then the explanation ofover-expenditure of Kshs. 21,572,525 on other Administrative

Expense that was attributed to activities not aflected by Covid-19 like software licenses was

invalid. This is because in the same submission, the NSSF management attributed under-

absorption on General Insurance to detayed detivery of Motor vehicles and other ICT related

asset in the year, thus no cofirmensurate increase in software licenses was expected.

iii) Similarly, the committee observed that, despite majority of budget items being under-

absorbed, finance expense was over absorbed by Kshs. I 5'888,569( I 59%) which was

attributed to high bank charges.This could have arisen out of increased bank activities/

transactions yet the Fund reported reduced activities in the period and thus suspicious.

C. Basis for Conclusion

1.0 Non-Performing Investment Property
Fixed assets records indicated that among the properties owned by the Fund as at 30 June,2020

was Hazina Plaza-Polana Mombasa which, as indicated at Note 29 to the financial statements,

had a net book value of Kshs. 530,000,000. The records indicated that the property was

purchased in October, 1994 at Kshs. 450,000,000 on a sale-and lease basis but had since been

revalued. It was first leased to M/s. Azania Hotels Limited for use as a hotel which, however,

closed in April,200l while indebted to the Fund for rent arrears totaling Kshs. 239,500,000. A

private investigator was engaged to trace assets held by M/s Azania Hotels Limited or its

Directors with a view to sue for their disposal. Case HCC No.59A o12004 was thereafter filed

at Mombasa to recover the arrears. However, in the year under review, Management did not

provide an update on the matter and as a result, it was not possible to confirm whether the

arrears were recovered.

The records indicated that in April 2010, the Board of Trustees approved lease of the property to

Techno Holdings Limited for a period of l0 years but the tenant defaulted on rent totaling Kshs.

23,490,800. The Fund sued for recovery ofthe amount and sought authority ofthe Court to cancel

the tenancy but sub-tenants at the property demanded compensation for expenditures totaling Kshs.

123,000,000 they claimed to have spent on refurbishments and renovations of the property.

L2



1.2 Expenditure

The committee leamt that the statement of comparison of budget and actual amounts further

indicates that the Fund had budgeted to spend Kshs.'7 ,222,469,000 in the year under review but

spent Kshs. 5,942,306,669resulting to an under-expenditure of Kshs. 1,280,162,331 as

tabulated in the following table:

Management explained that under-expenditure totaling Kshs. 843,186,143 incuned on staff

costs resulted from delay in recruitment of senior management and in implementation of a

Collective Bargaining Agreement signed with staff, and delay in effecting inflation adjustments

on employee emoluments.

The variance in investment management expenses amounting to Kshs. 211,616,284 or 28%o was

explained as having been occasioned by low activity in the money and capital markets.

The under-expenditure totaling Kshs. 1,296,846,014 implied that the Fund may have scaled-

down on implementation ol the programmes and activities planned for the year. Therefore,

some ofthe Fund's goals and objectives set for the year may not have been achieved.

Item

Budget Actual Over/Under(-)
Kshs.

Overfunder()

Kshs. Kshs.

I
Staff Costs

4,663,192,000 3,820.005,857

-843,186,143 18

2 General

Administrative

Costs

1,8t2,777 ,000 1,570,733,413

-242,043,587 l3

J Investment

Management

Expenses

746,500,000 534,883,716 -211,616,284 28

Total
7,,222,469,000 5,925,622,986 -1,296,846,014 t8
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20,524,649 ,681resulting to a shortfall of Kshs. 7 ,455,916,319o1 27o/o of the revenue budget as

indicated in the Appendix to this report.

Management attributed the revenue shortfall to reduced economic activities in the third and

fourth quarters of the financial year due to effects of covid-19 pandemic. The significant

revenue shortfall totaling to Kshs. 7,455,916,319 implied that funding for programmes and

activities planned for the year may have been constrained.

Committee Observation

The Committee observed that:

i) The shortfall of Kshs.7,455,916,319 or 27Yo of the revenue budget affected the planned

activities and impacted negatively on the service delivery to the public/beneficiaries.

ii) The management submission that during the COVID-19 pandemic, the Fund implemented a

robust diversification strategy is not supported by any evidence. Despite the diversification,

the Fund performed dismally on both realized and unrealized gains on investments.

iii) Further, the Committee observed that, if this position holds that as a long-term investor, the

Fund follows a value/impact investing approach which means that it remains unaffected by

short-term market fluctuations as it focuses on the broader, long-term position of its

investments, then the proceeds from investments would not have been negatively affected as

observed in the audit query.

iv) Also arising from the foregoing, the Committee observed that the Funds' investments were

not hedged against market volatility effects such as the Covid-19 pandemic which was only

a short-term phenomenon during the period under review.

v) The investment manager and other financial advisors did not do due diligence while

investing public funds.

Committee Resolution

The Committee resolved that;

1. The National Sociat Security Fund to submit Content of CBA with union staffs

2. Circulars issued of recruiting the senior staff

10



i. The committee noted with concem that payables amounting to Kshs.258,854,93 8 had been

outstanding since 2012 because they were not supported with invoice receipt vouchers in the

electronic (SAP) accounting system. This was despite the Fund having received the goods,

accepted and recorded in their financial records. It is unlikely that the suppliers made the

deliveries and were not interested in receiving payments in that respect. The anomaly may

expose the fund to fictitious claims or other financial exposures due to unsupported and

delayed payments.

ii. The accounting otficer indicated that not all the items making up the balance had problems

but only a few which have since been investigated and adjusted. There was no explanation as

to why the respective vendors had not presented, or been asked to present their invoices to the

Fund for payment until and after being questioned by the auditors.

iii. Although the management submitted that they conducted investigations in to the payables,

the accounting officer failed to submit to the committee the report on the findings of the

investigation they had conducted.

iv. Further management did not exptain whether the respective payees of the payables totaling

Kshs.258,854,93 8 were notified ofthe balances and a report made to the Unclaimed Financial

Assets Authority as prescribed in Section l9 and Section 20 ofthe Unclaimed Financial Assets

Act. CAP 494.

Committee resolutions

l. The NSSF to provide paperwork that authorized the clearance of double entry in the new

accounting system.

2. The NSSF to provide invoices for payables of258 million, outstanding for the past 8 years.

3. NSSF to avail procurement documents for the payments to be made.

4. The NSSF to provide an extract from the system to show how the books balanced regarding

queried payables of Kshs. 258,854,938

B. Other Matter

1.0 Budgetary Control and Performance

l.l Revenue

The statement of comparison and actual amounts indicates that the Fund's revenue budget for

the year under review amounted to Kshs. 27,980.566,000 and actual revenue Kshs.

9



Committee resolutions

The committee resolved thatl

l. NSSF to provide information on the fake receipts and how long the tenant had stayed in

the premises at Hazina Towers.

2. NSSF to fumish the committee with comprehensive information on the case involving

Kenya College of Medicine ( 1997) can provide copy ofjudgement.

4.0 Payables and Accruals

The committee was informed that the statement of net assets available for benefits reflects

payables and accruals totalling Kshs. 1,829,344,143 as at 30 June,2020 which in tum include

Kshs. 320,002,494 owed to various vendors, as disclosed in Note 32 to the financial statements.

Examination of the payables ledger indicated that payables totalling Kshs. 258,854,938

outstanding since 2012 were not supported by invoice receipt vouchers in the electronic (SAP)

accounting system. No explanation was provided by Management why the respective vendors

had not presented, or been asked to present, invoices to the Fund for payment. Further

Management did explain whether the respective owners of the payables totalling Kshs.

258,854,938 were notified ofthe balances and a report made to the Unclaimed Assets Authority

as prescribed in Section 19 and Section 20 of the Unclaimed Assets Act No. 40 of20ll,
respectively. As a result, the propriety ofthe payables totalling Kshs. 258,854,938 could not be

confirmed.

In view ofthese anomalies, the payables and accruals balance totalling Kshs. 1,829,344,143 as

at 30 June, 2020 may not be fairly stated.

The audit was conducted in accordance with Intemational Standards of Supreme Audit

Institutions (lSSAIs). I am independent of National Social Security Fund Management in

accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities in

accordance with the ISSAI and in accordance with other ethical requirements applicable to

performing audits of financial statements in Kenya. I believe that the audit evidence I have

obtained is sufficient and appropriate to provide a basis for my qualified opinion'

Committee observations

The committee made the following observations;

8



Towers and Nyayo Estate. However, the collections had not been remitted to the Fund as at 30

June, 2020. Although Management demonstrated new intemal controls intended to prevent

agents from withholding receipts collected from the Fund's tenants, there was no clarity on how

the withheld rental income Totaling Kshs.30,681,000 would be recovered.

ln addition, Note 37(vi) indicates that a tenant named Kenya College of Medicine with offices
at both Hazina Trade Centre and View Park Towers presented fake banking slips Totaling

Kshs.9,327,627 purporting these to have been transacted for rent payments. Rental records

indicated that Management recovered Kshs. 201,550 after selling-off the tenant's assets.

However, additional measures, if any, taken to recover the balance amounting to Kshs.

9,126,077 were not disclosed.

In the absence of sufficient information, the amount of recoverable rent and debtors could not

be confirmed.

Committee observation

u.

Iu.

lv

The Fund management had not instituted strong intemal controls to safeguard the Fund

Assets against loss.

The presentation of fake banking slips amounting to Kshs. 9,327,627 as rent by the

proprietors of Kenya College of Medicine for space occupied at Hazina and View Park

Towers was lraudulent and criminal on the part oftenant. However, the management or its

agents failed to do due diligence when receipting the amount.

The loss ofKshs. 9,327,627 is attributable to weakness in controls set out in Regulation

90 of the PFM (National Govemment )Regulations 201 5 on preparation of bank

reconciliation. The loss might also be linked to the issue raised by the Auditor-General in

this report on delayed resolution ofreconciling items by the Fund finance department.

The loss of rental income totaling Kshs.30,681,000 collected by Milligan & Company

Limited from the Fund's tenants in Nairobi at Bruce House, Hazina Trade Centre, View

Park Towers and Nyayo Estate might be attributable to poorly drawn agreements whose

loop holes were exploited by the agents.

The Management produced before the Committee a decree issued in Nairobi HCCC 859
of 1997 NSSF vs Milligan & Company Ltd dated 6th November 1997 arising from a consent
judgment where Judgment was entered in favour of NSSF against Milligan Company Ltd
for a sum of Kshs. 15,000,000 and the amount was to be paid in three equal monthly
instalments of 5,000,000 each with effect from l5th November 1997 and on or before the
fifteenth day ofeach subsequent month.
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ul. NSSF did not disclose in their submissions, the status of Kshs.204,514,654.22 deposits

outstanding from Imperial bank after KCB acquired the assets and liabilities ofthe former

bank. Similarly, recoverability ofKshs. 16,810,918.50 outstanding from Chase Bank was

not disclosed.

Although the two investment institutions were regulated by Capital Market Authority and

Central Bank of Kenya, the KDIC (Kenya Deposit lnsurance Corporation) had taken long

to compensate the investors (NSSF) in unclear circumstances and hence possible loss of

investment.

The Fund failed to disclose the details ofthe court case that allegedly halted disbursements

and was awaiting court's determination.

lv

vi. The Board approval for the investment was not submitted to the Committee for review

therefore, the then Fund investments managers did not conduct due diligence before

investing public funds.

Committee resolutions

The committee resolved that:

I . The NSSF provide report on whether the other depositors to the failed banks were paid and

if so, why was the NSSF not paid?

2. To provide a copy of the fund managers' report on the investment at Chase Bank and

Imperial Bank.

3. Submit documents on the request for claims of payment at the liquidation of the Chase

Bank and Imperial Bank. . .deposits?

4. Provide a chart on the interest rates in the banking industry as at the period of investing in

Chase Bank and Imperial Bank.

5. Provide copies of communication between NSSF and the banks, to verifo how much they

have asked for and how much they have received, and what is pending.

6. NSSF to provide an investment policy statement to the committee.

7. NSSF to submit report on properties at State House Road, Milimani who owns it, what is

the pricing?

3.0 Rent Debtors

The committee was informed that the statement of assets available for benefits reflects rent

debtors Totaling Kshs. 770,109,437 as at 30 June, 2020. Note 37 (iii) to the financial statements

highlights contingent rental income Totaling Kshs. 30,681,000 collected by various property

agents from the Fund's tenants in Nairobi at Bruce House, Hazina Trade Centre, View Park

6



2.0 Fixed Deposits Held to Maturity
The committee was made awafe that the statement of assets available for benefits reflects fixed

depositsheldtomaturitytotallingKshs'8,852,705,000asat30June'2020Thebalance
in.lud"sdepositstotalling223,l55,5STheldintwobanks'namely;ChaseBankandlmperial
Bank, as analyzed below:

However,intheyearunderreview,thebankswereunderstatutorymanagementbytheCentral
BankofKenya.Asaresult,theratioofrecoverabledepositsinthebalancetotalingKshs.
223,lS5,5STheldinthetwobanksasat30June,2020couldnotbeconfirmed'Inviewofthe
uncertainly, the aggregate fixed deposits balance totaling Kshs 8'852'705'000 as at 30 June'

2020 may not be fairlY stated.

Committee observation

ThePubliclnvestmentCommitteeinits24thPlCreporthaddiscussedthematterand

recommendedthattheNationalAssembly,throughtheDepartmentalCommitteeon

Finance and Nationat Planning should develop a requirement / a regulation demanding that

theregulatorsconsult/shareinformationonareasofinvestmentstoenablestateenterprises

invest from a Point of information'

The recoverability ofthe balance ofKSh 666,900'000 on lnvestments in Corporate Bonds

from Imperial Bank and Chase Bank as queried by the Auditor-General in the report for

the year ended 30rh June,2019 and as captured in the 24th PIC report' has not been

lI.

5

Name of Bank and DePosit Amount

otal

Ksh

hase Bank

Ks

Imperial Ban
Kshs.

Deposit Status

329,s00,70,000,000259,500,000Holding

79,661,90352,970,67r26,691,232201812019

26,682,5026,682,s07201712018

Received

223,155,58717,029,328206,126,2s9Balanc

disclosed



ll.

lv.

Further, the committee observed that the amount of Kshs. 134,335,976 on payments in the

bank statement not in cashbook arose mainly from two bank accounts; the KCB Main

Expenditure Account A/C No. ll07 110 165 with a figure of Kshs.100,079,830 and the

contribution Account A/C No. 01003002837701 at NBK with a figure of Kshs. 84,141,215.

The accounting officer was able to give explanation on a figure of Kshs 50 million

transferred from NBK revenue account to NBK staff mortgage account leaving the balance

of Kshs. 134,335,976 outstanding as an audit issue in the Auditor-General's report. It is

unlikely therefore that a payment made by the bank and not reflected in the cash book could

be as a result of NSSF intemal system's error.

The explanation by the accounting officer that in 2012, an amount of Kshs. 100 million

was an erroneous posting in SAP Cashbook by debiting expenditure account and crediting

Income account which in essence meant that expenditure account was funded with

Kshs.l00 million thus misleading and misrepresentation of facts to the Committee. The

question was about a payment made by the bank that the NSSF had not posted in their

cashbook and not about erroneous postings discovered in the cashbook by the Fund.

Arising from the above observations the Committee had requested the Auditor-General to

do a forensic audit on the Kshs. 100 million that appeared suspicious based on the

accounting officer's submissions and was waiting for the forensic Audit report.

The accounting officer had taken a long time to clear outstanding reconciling items. The

then Accounting officer(s) for the duration that the reconciling items have been outstanding

have been in breach of Regulation 90 (3) of the PFM ('Jational Govemment) Regulations

2015, that states that the accounting Officers shall ensure any discrepancies noted during

bank reconciliation exercise, are investigated immediately and appropriate action taken

including updating the relevant cash books.

Committee resolutions

The committee made the following resolutions

l. The NSSF to submit a document outlining the payment of the Ksh 100 million which was

noted as a technical error.

2. NSSF to provide a legal backup about reconciliations on a monthly basis. . .

4



responded to were as follows:

A.1.0 Cash and Cash Equivalents

The committee was informed that examination of the Fund's bank reconciliation statements as

at 30 June, 2020 revealed several outstanding balances for receipts in bank statements not in

cashbooks, payments in cashbooks not in bank statements and payments in bank statements not

in cash books, as follows:

Managementdidnotexptainwhytheotdoulstandingbalanceshadnotbeeninvestigatedand
cleared from the respective bank accounts and cashbooks as applicable'

In view ofthe unreconciled balances, the accuracy and completeness ofthe cash and bank balance

totaling Kshs. 65,797 ,Ol5 reflected in the statement of net assets available for benefits as at 30

June, 2020 could not be confirmed.

Committee observation

The committee made the foltowing observations;

i. The committee noted with concem the unsatisfactory explanation given by the accounting

officer for the Kshs. 100 million payments in the bank statement not in cashbook out ofthe

Kshs. 134,335,976 queried in the audit report'

3

Additional Audit Observation

Amount (Kshs)Nature
Balances

of Outstandin

Some receipts included in the balance ha

been outstanding since

July,20l4

79,998,275Receipts in Bank

Statements
Cashbooks

not t

Some receipts included in the balance

been outstanding since

ha

July,2014

127,877,9882 Receipts in Cashbooks no

in Bank Statemen

Kshs. 127,877,988

Some payments included in the balanc

have been outstanding since 2012.
134,335,976Payments in Bank

Statement

Cashbooks

not
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OFFICE OF THE AUDITOR GENERA LI THE, NATIONAL TREASURY

l. Mr. Jospeh Abok
2. Mr. Fredrick Oluoch
3. Mr. David W. Githinji

4. Anthony Nderitu

NATIONAL SOCIAL SECURITY FUND

l. Mr. David Mwangangi

2. Mr. Moses Cheseto

3. Ms. Marietta Mutinda
4. Ms. Rosemary Oluoch

5. Ms. Joan Nyaberi
6. Mr. Evans Ombui

7. Mr. Obed Mbuvi
8. Dr. Christopher Khisa

9. Mr. Peter Muiruri

Director
Deputy Director
Principal Auditorilegislative Relations

Officer
The National Treasury

Ag. Managing Trustee/CEO

Ag.P&L
Ag. Finance Manager

Ag. MSCM
Ag. SEEH (R&A)
Ag. MRC
Ag. MPM
Manager Corporate Communicalions
Manager. Property Development

MIN/PI AAt2023140 PRELIMINARIES

The chair called the meeting to order at I'hirty Minutes past Nine in the Moming (9:30 am)

followed by prayers by Hon. (Dr.) Bishop Jackson Kosgei, MP.

MIN/PIC SSAA/2023/4I SUBSTANTIVE AGENDA: EXAMIN ATION OF THE
AI]DITOR'S GENERAL REPORT OFTHE
NATIONAL SOCIAL SECURITY FTJND (NSSF) FOR

THE FINANCIAL YEARS 2OI9I2O2O AND 2O2Ol202I

Mr. David Mwangangi, the Managing Trustee was accompanied by Mr. Moses Cheseto (Ag.

P & L), Ms. Marietta Mutinda (Ag. Finance Manager), Ms. Rosemary Oluoch (Ag. MSCM),

Ms, Joan Nyaberi (Ag. SEEH (R&A), Mr. Evans Ombui (Ag. MRC)' Mr, Obed Mbuvi (Ag.

MPM) Dr. Christopher Khisa (Manager Corporate Communications), Mr. Peter Muiruri
(Manager, Property Development) appeared before the committee to adduce evidence on the

Audited accounts of the Nzoia Sugar Company Limited for the Financial Year 201912020

and202012021.

The audit queries in the financial statements for The National Social Security Fund identified and
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F THE PUBL IC INVESTM ENTS COMMITTEE
MINUTES OF THE 23RD SITTING o

E,S. ADMINISTRATION.AND AGRICU LTURE HELD AT
ON SOCIAL SERVIC

OBI. ON WEDNESD AY. 12TH APRIL 2023 AT 9.OO AM.
PANARI HOTEL NAIR

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Caleb Amisi Luyai, MP Vice Chairperson

3. Hon. Martin Peters Owino, MP

4. Hon. (Dr.) Peter Francis Masara, MP

5. Hon. Nixon Nicholas Ngikolong, MP

6. Hon. Abdi Jehow Fatuma, MP

7. Hon. Bishop Emeritus (Dr.) Jackson Kipkemoi Kosgei' MP

8. Hon. Bemard Kibor Kitur, MP

9. Hon. GeoffreY Wandeto, MP

10. Hon. Joshua Kivinda Kimilu, MP

I l. Hon. Michael Wambugu Wainaina, MP

APOLOGIES:

l. Hon. Ferdinand Kevin Wanyonyi, MP

2. Hon. Mary Wamaua Njoroge, MP

3. Hon. Elijah Njore Kururia, MP

4. Hon. Paul Nabuin Ekwom, MP

IN ATTENDAN CE:

SECRETARIAT

1. Mr. Aden Abdulahi

2. Mr. Mark Namaswa

3. Mr.Thomas Ogwel

4. Ms. Christine Mariita
5. Ms. Mercy KinYua

6. Ms. Lity Cherotich
'7. Mr. Wesley Abugah

8. Mr. Kevin Oj iambo

9. Mr. Moses Esamai

10. Mr. Noah Chemweno

Principal Clerk Assistant II
Clerk Assistant III
Fiscal Analyst

Clerk Assistant III
Legal Counsel

Protocol Officer
Research Officer
Media Relations Officer

Audio Officer
Sergeant-At-Arms
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ii) There discrepancy on the trade and other payable between Communication Authority of Kenya

records and the Widescope Construction Limited records had resulted in the overstatement the

payables and the corresponding expenditure by Kshs.4,l78,830 thus did not show true and

fair view to the users of financial statements hence misleading. This improper recording or

double counting of transactions may be scheme to defraud the authority through fictitious

transactions.

Committee Resolution

The committee resolved as follows

That the CAK Management to conduct an immediate reconciliation of the trade payables with

third-party confirmations to resolve discrepancies.

MIN/PIC SSAA/2024i69 ANY OTHER BUSINESS

The committee unanimously agreed to give CAK more time to submit proper documentations and

revise their responses.

MIN/PIC SSAA/2024I 70 ADJOURNMENT

There being no other busin Chairperson adjourned the sitting at Twenty minutes past noon.

t$v t l\ )- YSigned Date...

Hon. Emmanuel Wangwe CBS, MP - Chairperson
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Committee Observation

The committee observed as follows

i) The matter was discussed by the Public Investment Committee (PIC) of the National Assembly

which, in its 23'd Report recommended that the Director General of CAK should continue

pursuing the long outstanding debts with a view to recovering them and requesl the Cabinet

Secretary for the National Treasury to write offonly those debts that cannot be recovered.

ii) The debts outstanding for over 20 years lack sufficient documentation as they were inherited

from the defunct Kenya Posts and Telecommunications Company in 1999. However no

evidence was adduced to show the actions take by the authority to establish their recoverability.

iii) Debts amounting to Kshs. 301,366,271were owed by Govemment institutions including

security agencies.

Committee Resolution

The committee resolved that CAK management submit comprehensive documentation on the

follow-up actions taken to recover the debts.

3.Trade and Other Payables - Third Party Confirmation

The Committee heard that the statement of financial position reflects a balance of Kshs.

1,137,874,000 under trade and other payables which, as disclosed in Note 24 to the financial

statements, includes trade payables ofKshs. 268,414,000. The trade payables include an amount of

Kshs.4,178,830 owed to a construction company as at 30 June,20l9. However, confirmation from

the construction company revealed that the Authority owed nothing as at 30 June 2019.

Under the circumstances, the accuracy, validity and property ofthe trade and other payables balance

of Ksh. I ,l 37,874,000 as at 30 June,20l9 could not be confirmed.

Committee Observation

The committee observed as follows

i) Communication Authority of Kenya breached section 6.1 olits Finance Policies Manual which

requires the authority to prepare and review monthly supplier statement reconciliations.
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2.1 Third Party Confirmation

During the year under review, a sample of 100 licensees were circularized but only four responded.

However, three respondents confirmed balances which differed with those in the Authority's records

detailed below:

Debtor Balance
debtor

of

as per Debtor
listing

(Kshs)

Balance as per
debtor
confirmation

(Kshs)

Variance

(Kshs)

Kenya Ports Authority 1,878,132 NIL 1,878,132

Telkom Kenva Ltd 732,039,294 775,602,175 43,562,881

Smart
Ltd

Application International 2,711,683 NIL 2 7lt 683

Total 736,629,109 775,602,175

No reconciliations or explanations have been provided for the above variances. Consequently, it

was not be possible to confirm the accuracy and fair statement ofthe reported receivables balances

from exchange transactions ofKshs 1,112,216,000 as at 30 June, 2019.

2.2 Unsupported and Long Outstanding Debts

The committee heard that receivables from non-exchange transactions balance of Kshs

l,l12,216,000 is net of accumulated provision for bad and doubtful debts ofKshs. 1,176,170,000.

However, included in the latter balance is an amount Kshs. 318,413,690 relating to old debts which

have been outstanding for over 20 years. The balance further includes an unsupported amount of

Kshs. 102,374,753 which has been outstanding from one olthe security agencies. Although debts

has been provided for, no documents were provided to indicate how the Authority has been following

up on the recovery of the debts.

In view of the foregoing, the accuracy and validity of the provision for bad and doubtful debts

amounting to Kshs. 1,176,170,000 as at 30 June,20l9 could not be confirmed.
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FY 2018/2019

l.Unexplained Restated Comparative Balance

The Committee heard that the financial statements presented for audit includes restated comparatives

balances for 201812019 financial year. The reasons for the restatements and details of the

adjustments were not provided for audit review. Further, the differences were not reconciled or

explained. Under the circumstanced, the accuracy and validity of the balances reflected in the

financial statements for the year ended 30 June, 2019 could not be confirmed'

Committee 0bservation

The committee observed as follows

i) The authority did not provide for audit review the reasons for the restatements and details of the

adjustments made to the financial statements leading to questions about the basis and accuracy

ofthese adjustments.

ii) The Authority did not avail complete and reconciled financial and accounting

records/documentation in time for audit review and verification during the audit exercise

contrary to the provisions of Article 226 of the Constitution and Section 68(2) ofthe PFM Act

2012 which requires that the financial and accounting records are presented within three (3)

months afier the close ofthe financial year.

Committee Resolution

The committee resolved as follows

i. The Committee resolved that CAK management to provide detailed explanations and

documentation supporting the restated comparative balances in the next meeting.

ii. The Committee further instructed management to perform a comprehensive reconciliation of

the restated balances and present it for audit review.

2.Receivables from non-exchange Transactions

The Committee heard that Note l9 to the financial statements, the statement of financial position

reflects a balance ofKshs l,l12,216,000 under receivables from non- exchanges transactions as at

30 June,2019. The following observations were made: -
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5. Mr. Jeff Otieno Senior Auditor
COMMUNICATION AUTHOzuTY OF KENYA(CAK)

l. Mr. David Mugonyi
2. Mr. Dominic Ooko

3. Ms. Lydia Sitienei

4. Mr. Christopher Wambua

Director General

Ag. Director Finance & Accounting

Director Legal Services

Director Corporate Communication

AGENDA

l. Prayers

2. Adoption of the Agenda

3. Confirmation of Minutes
4. Substantive Agenda

Examination of the Report of the Auditor General on the Financial Statement of the

Communication Authority of Kenya (CAK) Financial years 2018/2019-202012021

5. Any Other Business

6. Adjoumment

MIN/PIC 55AA/2024165 PRELIMINARIES

The Chairperson called the meeting to order at 10.00 AM thereafter he prayed

MIN/PIC 55AA/2024166 ADOPTION OF THE AGENDA

The agenda of the meeting was adopted as proposed by Hon. Martin Peters Owino. MP and

seconded by Hon. Bemard Kitur.
MINiPIC 35AA12024167 CONFIRMATION OF MINUTES

Minutes of the previous meeting were deferred.

MIN/PIC 55AA/2024168 SUBSTANTIVE AGENDA: EXAM INATION OF THE
AUDITOR'S GENERAL REPORT OF THE
COMMUNICATION AUTHORITY OF KENYA
(CAK) FOR THE FINANCIAL YEARS 2018/2019 To
2020t2021

Mr. David Mugonyi the Managing Director/CEO of Communication Authority of Kenya
(CAK) was accompanied by Mr. Dominic Ooko (Ag, Dir. Finance) and Ms. Lydia Sitienei
(Legal Oflicer), appeared before the committee to adduce evidence on the Audited accounts

of the Communication Authority of Kenya (CAK)for the Financial year 201812019 to

2020t2021.
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MI E HE 33RD SITTINF OF THE P BLIC INVE TMENTSC M ITTE

ISTRATION. AND AGRICULTURE HELD ON
ON socIAL SERVICES. ADMIN

OAMAT BUNGE TOWERS COMMITTEE ROOM
TUESDAY 30rH.ruLY.2024 AT 10.0

l. Hon. Emmanuel Wangwe, CBS, MP

2. Hon. Caleb Amisi LuYai, MP

3. Hon. Ferdinand Kevin Wanyonyi' MP

4. Hon. Martin Peters Owino, MP

5. Hon. Mary Wamaua Njoroge, MP

6. Hon. (Dr.) Peter Francis Masara, MP

7. Hon. Bemard Kibor Kitur, MP

8. Hon. Michael Wambugu Wainaina, MP

9. Hon. Joshua Kivinda Kimilu, MP

10. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

I l. Hon. Paul Nabuin Ekwom, MP

APOLOGIES:

l. Hon. Nixon Nicholas Ngikolong' MP

2. Hon. Abdi Jehow Fatuma, MP

3. Hon. CPA GeoffreY Wandeto, MP

4. Hon. Elijah Njore Kururia, MP

IN ATTENDA NCE:

SECRE TARIAT

24.

PRESENT:

I . Mr. Aden Abdullahi

2. Ms. Christine Mariita

3. Mr. Enock Manwa

4. Mr. Thomas Ogwel

5. Mr. WesleY Abuga

6. Mr. Moses Esamai

7. Mr. StanleY Lagat

8. Ms. Gillian Keter

OFFICE OF THE, AUDITORGENERAL

1. Ms. Agnes Njeri Kamau

2. Mr. Patrick OmenYo

3. Mr. Francis Michoki
4. Mr. David Githinji

Chairperson

Vice Chairperson

Principal Clerk Ass. I

Clerk Assistant III
Clerk Assistant III
Fiscal AnalYst

Researcher

Audio Officer

Intem

D-Director Audit
Principal Auditor
PA
DDA.LRA
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I

Committee Resolution

The committee resolved as follows

The committee resolved that management submit comprehensive documentation regarding the

utilization of the funds associated with the reduction of Kshs. l9,l I 1,000 in the deferred income

balance. This documentation should include details on how the firnds were allocated, any transfers

made, and adherence to accounting policies.

MIN/PIC SSAN2O24I 52 ADJOURNMENT

There being no other business, the Chai rson adjoumed the sitting at Twenty minutes past one

noon

Signed... .....

Hon. mmanuel Wangwe CBS' MP - Chairperson

e
G)*l.ll

tq4 " b-fDate
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The management did not provide documentary evidence in form ol a schedule showing the

breakdown of revenue allocation to the respective prior years, the current year and subsequent

financial years for projects spanning multiple years. This made it difficult to confirm the accuracy of
the project income.

4. Employee costs

The committee heard that the statement of financial performance and note 7 to the financial

statement reflects employees costs of Ksh 189,598,000 which included acting allowance

amounting to Ksh I ,294,462 paid to five (5) staff while appointed in acting capacities. However,

the officers acted and got paid for more than six months contrary to KIPPRA Human Resource

Policy and the Public Service Commission Human Resource Policies and Guidelines,20l6.
Committee observation
The committee observed as follows
i. The committee noted that management of KIPPRA inegularly paid 5 staff acting allowance

for more than six months. This was contrary to Section 34 of the Public Service

Commission Act CAP 185.

ii. The committee noted that, currently the vacanl positions have been filled by substantive

officers.
Committee Resolution
The committee resolved as follows
The committee resolved to management initiate a process of recovering the excess acting

allowances paid to the five staff members who served in acting capacities for more than six months

and surcharge the olficers who allowed the payment.

5, Deferred Income
The committee heard that the statement of financial position reflected a deferred income balance

of Ksh 284,448,000 which was explained in note 19 eN representing the development grants

received over the years. The amount has decreased from Kshs. 303,599,000 in the previous year

thus a reduction of Kshs. 19,111,000. The reduction of Kshs. 19,111,000 has not been fully
supported as there is no documentation to show what the funds were used for and where the amount

was transferred to in the statement offinancial performance in line with accounting policy.

Under the circumstances, the defened income balance of Ksh 284,448,000 is not fairly stated.

Committee observation

The committee observed as follows

The committee observed that Kshs.l9,l11,000 was drawn from the defened income to facilitate

payment of stall salaries. The expenditure is contrary to the provisions ofSection 43 ofthe Public

Finance Management Act, CAP 412A, and Regulation 48 of the PFM (National Govemment)

Regulations, 201 5.

9
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Section 43 of the Public Finance Management Act, cAP 412A, and Regulation 48 of the PFM

(National Government) Regulations, 2015.

The committee further noted that management failed to submit documentation to support the

approval ofthe reallocation offunds in the budget for the financial year, nor were details provided

regarding how the funds were reallocated for audit verification.

Committee Resolution.
The committee resolved as follows

That management of KIPPRA to submit Board minutes which approved that reallocation of the

funds.

2. Transfer from Governments

The committee heard that the statement of financial performance reflects amount of Ksh

333,931,000 in respect of transfer from the Government and as detailed in note 3 to the financial

statements includes a transfer from retained eamings of Ksh 5,994,000. The amount has not been

explained or suppo(ed in any way.

Committee observation
The committee observed as follows
The committee noted that the amount of Kshs. 5,994.000 is unauthorized and unapproved

expenditure irregularly drawn from retained eamings (surplus for the previous year) which were

not explained nor supported with any documentary evidence. This is contrary to section l2 of the

state corporations Act CAP 446

Committee Resolution
The committee resolved as follows
The committee resolved that management to provide a detailed explanation for the transfer olKsh
5,994,000 from retained earnings and also fumish supporting documentation to substantiate the

necessity and legitimacy ofthe transfer from retained eamings as part ofthe total transfer from the

Govemment.

3. Project Income

The committee heard that as reported in the previous year the statement of financial performance

for the year ended 30th June 2018 and note 4 to the financial statements, discloses project income

totaling Ksh 26,461,000(201612017 - Ksh 79,963,000). Although some of the projects commenced

before and were spreading beyond the financial year under review, the basis ofrevenue allocation

between the prior years, the current financial year and subsequent years was not provided for audit

review.

Under the circumstances, the accuracy and completeness of the project income balance of Ksh

26,461,000 for the year ended 30th June 201 8 could not be confirmed.

Committee observation

8
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Committee observation
The committee observed as follows
i. The management did not provide a documentary evidence in lorm ofa schedule showing the

breakdown of revenue allocation to the respective prior years, the current year and subsequent

financial years for projects spanning muttiple years. This made it difficult to confirm the

accuracy of the project income.

ii. The Accounting Officer by failing to fully explain the adjustment of Kshs. 10,493,437 was in

breach of section 62 (1Xc) of Public Audit Act, 2015 which requires that a person shall not

without justification fail to provide information within reasonable time that is required under

the Act.

Committee Resolution
The committee resolved as follows
That KIPPRA management to submit a comprehensive breakdown of the basis for allocating

project income between prior years, the current financial year, and subsequent years.

FY 2017i2018

l. Unauthorized Reallocation and Utilization ofFunds.

The committee heard that during the year under review, the Institute budgeted and was allocated

development grants amounting to Ksh 52,236,486 in respect of acquisition for capital projects of
its headquarters offices. However, the funds were reallocated, utilized and accounted for under

recurrent operations contrary to the Public Finance Management Act, Section 43 and PFM

Regulations, Section 48 and Section 49. No documentation was availed in support of approval of
the reallocation of funds in the budget for the financial year. The details of how the funds were

reallocated was also not provided for audit verification. In addition, the management used a total

of Ksh 19,1 I I ,000 restricted capital expenditure funding brought forward from the previous year

on recurrent operations but no reallocation request and approvals were availed for audit

verification.

Under the circumstances, the propriety ofthe Institute's expenditure totaling Ksh 71,347,486 could

not be confirmed.

Committee observation

The committee observed as follows

The committee observed that the institute reallocated Kshs. 52,236,486 from capital expenditure

to recurrent expenditure and utilized Kshs.19,111,000 restricted capital expenditure brought

forward on recurrent operations. The two expenditure items were contrary to the provisions of

7



FY 2016t2017

l. Investment in Treasury Bills

The committee heard that the statement of financial performance reflected nil balance in respect

of investment in treasury bills as at 30 June 2017 (2016 Ksh 386.557,000). However, cash and

cash equivalenrs balance was Kshs. 760,168,000 as at June 2017 (2016 -Kshs. 300,965,000). The

interest income received from the cash held by the Institute reduced from Ksh 40,358.000 in

2015116 to Ksh 22,421,000 in 2016/17 financial year as a result of the above action. In the

circumstances, the Institute apparently lost an opportunity to increase its other income for the

period under review. The management did not give satisfactory reasons for the decision to

discontinue investment in the treasury bills.

Committee observation
The committee observed as follows

i. The committee noted with concem the decision of KIPPRA management to discontinue

investment in treasury bitls without putting measures to caution themselves from the

reduction in interest income received from cash holdings, decreasing from Ksh 40,358,000

in the 201 5/l 6 financial year to Ksh 22,421 ,000 in the 2016/17 .

ii. The institute put on hold the investment in Treasury bills in the year under review and opted

to utilize the funds in development of its land which eventually stalled due to land ownership

and usage disputes with the Department ofVeterinary Services. This was despite the increase

in cash and cash equivalents balance as at 30th June,2017 to Kshs. 760,168,000 resulting to

loss ofopportunity cost of Kshs.17,937,000 in form of interest foregone.

iii. The committee further noted that KIPPRA'S decision led to a missed opportunity lor the

Institute to increase its income for the period under review.

Committee Resolution
The committee resolved as follows

i. That KIPPRA to submit Board minutes which instructed them to terminate their investment

before maturity.
ii. The committee further resolved that management to provide detailed explanations for the

decision to discontinue investment in treasury bills despite the significant cash holdings.

2. Project Income

The committee heard that as Disclosed in Note 4 to the financial statements is project income

totating Ksh 79,963,000 for the year ended 3Orh June 2017. Some ofthe projects commenced before

and were spreading beyond the financial year under review. However, the basis of how the revenue

allocation was done between the prior years, the current financial year, and subsequent years was

not provided for audit verification. In addition, an adjustment of Ksh 10,493,437 processed to

increase the project's income for the year was not fully explained.

6



l. The management of KIPPRA disclosed board expense under general expenses which

contravened the guidelines issued by Public Sector Accounting Standards Board that requires

each public entity to report board expenses as a standalone expenditure'

2. During the financial year 201512016 board expenses increased to Kshs. 10,305,000 from Kshs.

5,837,000 for the year 2}l4l2}l5, which represents approximately 77o/o increase. This was

majorly contributed by the board having numerous meetings in regard to operational related

functions rather than strategic related functions.

3. The board held four meetings with accumulated sitting allowance of Kshs. 540,000 in which

minutes were not availed for audit.

4. The institute cunently adheres to guidelines issued by Public Sector Accounting Standards

Board and has developed boards Almanac.

5. The institute did not provided the Board meetings calendar, invitation notices, and the

respective agenda for the year under review for audit examination

Retirement Benefit scheme

The committee noted that Note l7 to the financial statements stated that the Institute operated a

gratuity scheme for qualiffing employees which qualifies as a defined benefit scheme. The

"mployees 
were entitled to 12.5Y0 of their monthly basic salary for every month of service which

deductions is paid into a separate gratuity bank account maintained by the Institute. As at 30th June

2016, cumulative balance of the gratuity bank account totalled Ksh 25,868,000 which sum has

been disclosed both as an asset and liability in the financial statements. However, the adequacy of

cash balance to cover existing retirement benefit obtigations ofthe Institute is not supported with

documents analYsis.

Committee observation

The committee observed as follows

The committee noted with concem that, although KIPPRA management provided the schedule

of the respective beneficiaries of the gratuity amount of Kshs .25,352,580, the corresponding

bank statements to confirm the existence and adequacy ofthe bank balance were not provided'

The Accounting officer was in breach of section 62 (1)(c) of Public Audit Act, 2015 which

requires that a person shall not without justihcation fail to provide information within

reasonable time that is required under the Act.

Committee Resolution

The committee resolved as follows

'fhat KIPPRRA management to submit an analysis of the total liabilities related to retirement

benefits, projected future obligations, and any potential shortfall in the gratuity fund.

ll
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duties, fees, levy. cess or other charges as the minister for the time being responsible for finance

may by, notice in the Gazette, speciff". Although the Institute had been generating income that is

subject to taxation under the current legislation, no provision for tax has ever been made in the

Institute's financial statements inspite of the absence of a notice by the Minister in the Gazette

exempting such income from corporation tax. ln the circumstances, the adequacy and accuracy of

the total liabilities totalling Kshs. 325,095,000 disclosed in the financial statements for the year

ended 30th June 2016 cannot be ascertained.

Committee observation

The committee observed as follows

ll.

That Although KIPPRA had been generating income that is subject to taxation under

Income Tax Act CAP 470,the institute failed to make provision for and remit the assessed

tax. Section 2'l of the KIPPRA Act, requires that in the absence of Gazette notice from

cabinet secretary in charge of finance exempting such income from taxation, then the

institute is obligated to assess and remit the applicable taxes.

Committee noted that, currently KIPPRA is tax compliant.

Board Expenses

i) The committee heard that Contrary to the guidelines issued by the Public Sector

Accounting Standards Board pursuant to the provisions of Section 194 of the Pubtic

Finance Management Act 2012,board ofdirectors expenses totaling Kshs. l0'305.000

for the year ended 30 June 2016 are disclosed in Note l0 to the financial statements

under general expenses instead of being presented separately in the statement of
financial performance.

ii) Further the committee heard that the Institute reported an increase in Board expenses

of Kshs. 10,305,000 during the year under review (Year 2014115 - Kshs. 5,837,000)

due to numerous meetings held in regard to operational rather than strategic functions.

Further, the Board meetings calendar for the year under review, invitation notices, and

the respective agenda have not been made available for audit examination. In addition,

there were no minutes recorded in relation to four meetings for which sitting allowances

totaling to Kshs 540,000 were paid. In the circumstances, it has not been possible to

confirm whether the Institute obtained value-for-money from expenditures totaling

Kshs. 10,305,000 incuned on Board meetings.

Committee observation

4
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r 1l.

u. The committee noted with concem that KIPPRA had the title of the land, however, had no

possession of the same since Department of Veterinary Services had fenced and blocked

KIPPRA from accessing the land.

The Committee also noted that, by the time of this audit, revaluation of the land had been

done but the institute failed to disclose the value ofthe land in their financial statements'

From the financial year 201612017 the value of the land is incorporated in the financial

statements.

Committee Resolution

KIPPRA to submit the following

Title Deed for the land ;

Valuation Report of 201 6 ;

correspondences between them and Department of Veterinary services (DVS ) stopping

them from utilizing the land; and

Copies of the adverts made to procure consultancy services worth 3'8 M'

Emphasis of Matter

The committee was infbrmed that the accounting policy under note XVIII(1) with reference to

financial liabilities (taxation) which states that no provision for taxation has been recognized in

the financial statements as the directors are ofthe opinion that the Institute is exempt from taxation

However, such exemption has not been formally gazelled as required under the KIPPRA Act.

Committee observation
The committee observed as follows

i. Although KIPPRA had been generating income that is subject to taxation under Income

Tar Act cAP 470, the institute failed to make provision for and remit the assessed tax.

Section 2l ofthe KIPPRA Act, requires that in the absence of Gazette nolice from cabinet

secretary in charge of finance exempting such income from taxation, then the institute is

obligated to assess and remit the applicable taxes'

ii. Committee noted that, currently KIPPRA is tax compliant'

Committee Resolution
The committee resolved as follows

i. That KIPPRA submit comprehensive details of the taxes in which it was seeking the

Covemment for an exemPtion.

ii. Management of KIPPRA to provide correspondences between themselves and the Ministry

of National Treasury in relation to the exemption'

FY 2015/2016

l. Taxation
The committee heard that the Kenya Institute of Pubtic Policy and Analysis Act No. l5 of 2006

provides that "subject to other applicable laws, the Institute shall be exempted from such taxes,

l.

ii.
ii i.

lv
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MIN/PIC SSAA/2024I 50 PRELIMINARJES

The Chairperson called the meeting to order at 10.00 AM thereafter he said a word of prayer

MIN/PIC SSAN2oz{tst suBSTANTIVE AGENDA: EXAMINATION OF THE

AUDITOR'S GENERAL REPORTS OF THE KENYA

INSTITUTE FOR PUBLIC POLICY RESEARCH AND

ANALYSIS (KIPPRA ) FOR THE FINANCIAL YEAR.

20t4t20t5TO 2020t2021

Dr. Rose Ngugi cEo llvlanaging Director Kenya Institute for Public Policy Research and

Analysis (KIPPRA) was accompanied by Mr. Teddy Bett (Finance), Ms' Jane Mugambi

(Legal officer ),and Mr. Peter Munene (PSCMO)appeared before the committee to adduce

evidence on the Audited accounts ofthe Kenya Institute for Public Policy Research and

Analysis (KIPPRA) for the Financi al year 201412015 to 202012021.

FY 2014/2015

Property, Plant and Equipment

The committee heard that the Institute on lOrh December 2010, was allocated land reference

number, 22380130 at Kabete Nairobi area containing by measurement two decimal five seven

nought (2.570) hectares whose value has not been incorporated in this financia[ statements. During

the year under review, it was noted the current valuation has not yet been carried out on the

undeveloped land, hence not possible quanti0/ the overall impairment that should have been

incorporated in the financial statements.

Committee observation

The committee observed as follows

The accounting officer was in breach of Regulation 139 of PFM (National Govemment)

Regulation,2015 section which requires accounting officers of national govemment to

take fult responsibility and ensure proper control systems are in place to safeguard the

assets, International Accounting Standards (lAS l6) which require entities to disclose

sufficient, relevant and representationally faithful information about property, plant and

equipment to enable users of its financial statements to understand and evaluate the effect

property, plant and equipment has on the financial position, financial performance and cash

flows of the entity and KIPPRA act section 21 which requires the institute to keep proper

books and other records ofaccounts of incomes, expenditure, assets and Iiabilities.
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i) The authority failed to provide supporting breakdown for audit verification receivables ol

Kshs. 339,744 under insurance, medical recoveries of Kshs. 877,760, salary advances of

Kshs.361,793, fire and mortgage of Kshs.6,355, Appropriation in Aid subscriptions of

Kshs.l02,079 and other debtors of Kshs.92,402.

ii) The then Accounting Officer failed to enforce the provision of the Regulation 93(5) of the

pFM (National Govemment) Regulations, 2015 that prescribes that imprest surrender be made

within 7 days.

iii) The evidence submitted to the Committee on how imprest amounting to Kshs' 4'194,364 did

no1 indicate how the imprest was recovered in the payroll. The response was also inadequate

to address the audit query imprest issued to oflicers who hold more than one imprest contrary

to Regulation 93 of the PFM (National Govemment) Regulations, 2015'

Committee resolution

The committee resolved as follows
ihat CAK management to submit comparative figures from the previous year o-r opening balances

for Receivables 
-from 

exchange transactions to facilitate proper analysis of repayments, new

issuances, and identification of non-performing advances, including the CCK property loan.

MIN/PIC SSAA/2024I 42 ADJOURNMENT

There being no other business, the C adjoumed the sitting at four O'clock .

Signed
,J

Hon. Emmanuel Wangwe CBS' MP - Chairperson

Date lt +l (
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i) The authority enoneously issued Kshsl7,l56,l88 (RelNl71706 dated 3.7.2017) which was

duplicate of Invoice Ref Nl7l706 dated 1.7.2017. the attendant suppo(ing documents to

explain how the error was corrected as verified by the Committee were inadequate. The issue

of doubte invoicing and whether the invoices were honoured by Kenya Towers were not

addressed in the response.

ii) The fact that the Authority issued duplicated invoices no. Nl7l706 of Kshs.l7,l56,l88 on lst

July 2017 and on 3rd July 2017 is a pointer to weak intemal controls in the authority's financial

management systems.

Committee resolution

The committee resolved that CAK management submit credit note which reversed one of the

duplicate invoices (Ref N l 7l 706 daled 3 .7 .2017 or I .7 .2017) and a rectified statement

7 Receivables from Exchange Transactions

The committee heard that the statement of Financial position as at 30 June 2018 reflects a figure
ofKshs. 561,321,000 as Receivables from exchange transactions. Although the breakdown ofthe
balance as at year end was provided, the comparative figure as at the end ofthe previous year or
the opening balances were not provided and hence it was not possible to work out the repayments

and new issues during the year as well as identification of the non-performing advance which
includes an amount ofKshs. 421,088,580 referred as CCK property [oan. ln addition, the balance

of other receivables as disclosed on note l8 to the financial statements of Kshs. 543,834,000
include car insurance of Kshs. 339,744 medical recoveries of Kshs. 877,760 salary advances of
Kshs.361,793, fire and mortgage ofKshs.6,355 AA subscriptions ofKshs. 102,079 and other
debtors ofKshs. 92,402 all of which had no supporting breakdown provided for audit verification.

Further, other receivables amount ofKShs. 543,833,807 includes an amount ofout of which Kshs.
4,194,364 in respect of imprest issued to officers who hold more than one imprest.

Under the circumstances, the accuracy and validity of receivables from exchange transactions
balance ofKshs. 561,321,000 as at 30 June 2018 could not be confirmed.

List of Key issues

o Not possible to confirm repayments and new issues during the year as well as identification ol
the non-performing advances.

Committee Observations

6
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6.1 Annual frequency license Fees-Advance income

The committee heard that the annual frequency license fees of Kshs. 6,223 
'152,000 

is an amount

oiK.hr. 7 ,220,500 described as advance lncom e 201612017 (Ref ADVNC 16/1 7 Kshs. 5 
'-776'04'7

and Kshs. 1,444,593 dated lst July 2017). However, no documentation was provided to show that

the amount ofKshs. 7,220,500 was included under liabilities as payment in advance in the financial

yiar 201612017. Without the confirmation, it is not possibte to confirm the accuracy of Annual

tiequency income of Kshs. 6,223,152'000.

List of Key issues

o No documentation was provided to show that the amount of Kshs. 7,220,500 was included

under liabilities as payment in advance in the financial yeu 201612017

An amount of Kshs.7,220,500 described as advance income in 201612017 was not included

under liabilities leading to the understatement ofthe liabilities thus raising concems about the

accuracy and completeness ofthe financial reporting'

Committee Observations

The committee observed as follows

Committee resolution

The committee resolved as follows

1.7.201'7.

Committee Observations

The committee observed as follows

That cAK management submit supporting documentation to veris whether the amount of Kshs.

Zj20,SO0 was pr-operly recorded ai a liabitity under payment in advance in the financial statements

lor the year 201612017 .

Annual operating license Fees-Invoice to Kenya Towers

The committee heard that in the annual operating license fees of Kshs1,392,103,000 is an amount

of Kshsl7,l56,l88 (Ref N 17170 6 datedi.7.2Ol'1) being a duplicate of Invoice Ref N171706 dated

1.7 .2017.No credit note issued to reverse one of the invoices to Kenya Towers Consequently, the

annual operating license fees ofKshs.1,392,103,000 is overslated and therefore the accuracy and

completeness could not be ascertained.

List of Key issues

. lnvoice Ref N171706 daled 3.7 .2017 being a duplicate of Invoice Ref N 171706 dated

5



c) The breakdown of Kshs. 20,501 ,000 reflected as annual frequency license fees had an

unexplained opening balance of Kshs. 14,375,000. No breakdown was provided for this
balance and hence could not match to the billing and utilization during the year.

d) Invoices raised in the month of June 2018 amounting to Kshs. 1,286,373 in respect of
annual frequency license and Kshs. 3,009,976 in respect of annual operating license

included in the payments in advance were not provided for audit verification.
Consequently, the accuracy and completeness of the payments received in advance figure
of Kshs. 26,479,000 could not be ascertained as at 30 June 201 8.

List of Key issues

. Payments received in advance are less than the value of invoice raised in the next financial
year.

Committee Observations

The committee observed as follows

i) The committee could not confirm the accuracy of the advance payments where after a

sample analysis revealed significant variances between the payments received in advance

and the corresponding invoices, which indicated potential errors or inconsistencies in the

billing and accounting processes.

ii) The committee noted that the negative entries found in the breakdown of annual operating

fee license amount, lack valid explanations or reconciliations, which further cast doubt on

the reliability ofthe financial data.

iii) The invoices raised in the month ol June 2018 in respect ol annual frequency license

amounting to Kshs. 1,286,373 and annual operating license amounting to Kshs. 3,009,976

included in the payments in advance were not provided for audit verification.

Committee resolution

The committee resolved as follows

The committee directs that CAK management conduct a review and reconciliation of payments
received in advance against corresponding invoices to identifr and rectifr any discrepancies and
submit a report of the same to the committee.

6,Revenue from Non-Exchange Transactions

The Statement ofFinancial performance as at 30 June 2018 reflects a figure ofKshs. 7,620,184,000
as revenue from non-exchange transactions. Examination of schedules provided reveal the
following:
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expenditure lines are as detailed below: Under the circumstances, the accuracy and propriety of

the general expenses ofKshs. 2,631,195,000 as at 30 June 2018 could not be ascertained.

List ofKey issues

r Lack ofprovision ofthe payment vouchers as documentary evidence

Committee Observations

The committee observed as follows

i) The authority did not avail documentary evidence to support the expenditures amounting

to Kshs. 157,164,356. The expenditures lacked payment vouchers raising concems about

the transparency and accountability of the expenses incurred under general expenses.

ii) The authority was in breach of section 62 (lXc) of Public Audit Act, 2015 which requires

that a person shall not with out justification fail to provide information within reasonable

time that is required under the Act.

Committee resolution

The committee resolved as follows

That CAK management submit verified payment vouchers and any other relevant documentary

evidence to support the expenditures totaling Kshs. 157,164,356 within the general expenses.

5 Payment Received in Advance

The committee heard that the statement offinancial position as at 30 June 2018 reflects a figure of
Kshs. 26,479,000 as payments received in advance comprising Kshs. 20,501,000- (annual

fiequency license feesi and Kshs5,987,000 (annual operating fees). However' the following

anomalies were noted under payments in advance:

a) A sample of 17 payments received in advance comprising Kshs' 12,347,261 were' 
compared to invoices and total amount of invoices for the 17 users was found to be Kshs.

26,7 43,677 resulting to an unexplained and unsupported variance of Kshs. 14,396,415

which was not explained or supported. If the error level were to be extrapolated to the

population of Kshs. 26,479,000 then, the expected resultant variance would be Kshs.
jO,AZ:,+OO. Consequently, it was not possible to confirm the accuracy of the payments

received in advance of Kshs. 26,479,000.

b) The breakdown ofannual operating fee license amount Kshs.5,978,000 contained negative

entries totalling Kshs. 802,975 for which no valid explanation or reconciliation was

provided for audit scrutiny.
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9. Ms. Maryan Gabow

10. Mr. Derrick Omondi

PCO

Intern

COMMUNICATION AT]THORITY OF KENYA CAK

l. Mr. David Mugonyi

2. Mr. Dominic Ooko

3. Ms. Lydia Chelagat

4. Mr. Christopher Wamlana

5. Mr. Peter Mwangi

V.Chair, MP for a word of prayer

MIN/PIC SSAN2O24/4I

Director General

Ag. Director Finance & Accounting

Legal

Procurement officer

SI]BSTANTIVE AGENDA: EXAMINATION OF THE

)

AUDITOR GENERAL' OFFICE

l. Mr. Dominic Kaimenyi Director of Audit

2. Mr. David Githinji Principal Auditor LRO

3. Mr. Jeff Otieno AA -LRO

MIN/PIC SSAA/2024I40 PRELIMINARIES

The Chairperson called the meeting to order at 2.00 PM thereafter he requested Hon. Caleb Amisi

AUDITOR'S GENERAL REPORT OF THE

COMMUNICATION AUTHORITY OF KENYA

(CAK) FOR THE FINANCIAL YEARS 2017t2018 To

2020t202r

Mr. David Mugonyi the Managing Director/CEO of Communication Authority of Kenya

(CAK) was accompanied by Mr. Dominic Ooko (Ag. Dir. Finance) and Ms. Lydia Chelangat

(Legal Officer), appeared before the committee to adduce evidence on the Audited accounts

of the Communication Authority of Kenya (CAK)for the Financial year 201712018 to

2020n021.

FY 2017t2018

4.Unsupported General Expenditure

The committee heard that the statement ofFinancial performance as at 30 June 2018 shows a figure
of Kshs. 2,631,195,000 as General expenses. lncluded in the general expenses are expenditures
amounting to Kshs. 157,164,356 which were not supported by any documentary evidence. The

2



F THE 22ND SITTING OF THE PUBLIC INVESTMENTS CO EE
MIN TES

MINISTRATIO N. AND CULTURE HELD ATAGRION SOCIAL SERVICES. AD

HILT N GARDEN INN HOTE SDAY 17TH RIL , 24 AT 2.00 PM.ON WEDNE

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Caleb Amisi Luyai, MP Vice Chairperson

3. Hon. Ferdinand Kevin Wanyonyi, MP

4. Hon. Martin Peters Owino, MP

5. Hon. Nixon Nicholas Ngikolong, MP

6. Hon. (Dr.) Peter Francis Masara, MP

7. Hon. Abdi Jehow Fatuma, MP

8. Hon. CPA GeoffreY Wandeto, MP

9. Hon. Bemard Kibor Kitur, MP

10. Hon. Michael Wambugu Wainaina' MP

I l. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

12. Hon. Joshua Kivinda Kimilu, MP

13. Hon. Pau[ Nabuin Ekwom, MP

APOLOGIES:

l. Hon. Mary Wamaua Njoroge, MP

2. Hon. Elijah Njore Kururia, MP

IN ATTENDANCE:

sECRETARIAT

I . Ms. Florence Atengo AbonYo

2. Mr. Aden Abdullahi

3. Ms. Christine Mariita

4. Mr. Enock Manwa

5. Mr. Thomas Ogwel

6. Mr. WesleY Abuga

7. Mr. Moses Esamai

8. Mr. Yaqub Ahmed

Director DAA GPC

Principal Clerk Ass. I

Clerk Assistant III

Clerk Assistant III

Fiscal Analyst

Researcher

Audio Ofllcer

MRO

1



Committee Resolutions

The committee resolved as follows
That management of China Jiangxi to submit the following additional info-rmation

i. Provide variation Order No:1 which scaled down the floors from 35 to l5;

ii. Provide the new design/drawings;

iii. Provide the new contractual agreement /addendum which instructed them to construct l5

floors;

iv. Provide the Bill ofQuantity ofthe 15fl at a cost of48; and

v. Enlist all projects the company has undertaken or is undertaking in the country.

MIN/PIC SSAA/2024I 48 ADJOURNMENT

There being no other business, the hairperson adjoumed the sitting at fifteen minutes past Eleven

Public works at the onset of the project, NSSF would not have laced the delays and the

unnecessary costs through court cases.

(x) The varied scope ofworks at a contract price of Kshs. 4,095,862,434.00 included provision

sums of Kshs. 902,550,000.The provisions included an amount of Kshs. 250,000,000 for

fluctuations and a similar amount for contingencies. The balance of Kshs'402'550'000

ueing other provisions. There was no explanation as to how these amounts were expended

and f,ow the fluctuations and contingencies were quantified as works done and paid for.

(xi)The contractor took over/possession ol the site before ascertaining that the necessary

preliminary arrangements had been made to enable smooth implementation of the project

including notificalion of the tenant on the building-Nakumatt Holdings of the expected

disturbaice, inconveniences and interferences with their normal operations . This would

have enabled flow olthe project from commencement to commissioning without resulting

a"tuy *a idle time that the contractor later charged with penalties citing idle labour and

equipment's.

tA^Signed

l>v

fl

Hon. Emmanuel Wangwe CBS' MP - Chairperson

I IDate
S
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Committee 0bservations
The committee observed as follows;

(i) The issue has been discussed in the previous PIC l9th, 22nd ,23'd ar,d 24th repo(s with a

recommendation for the Auditor-Ceneral conducts a forensic audit and then subsequently

EACC and DCI takes up the matter for further investigation whose reports had not yet been

submitted to the National Assembly.

(ii) The project was completed at a total cost of approximately Kshs.8 billion. The amount
comprised ofKshs. 2.6 billion for the original 8 floors building that was to be extended to
36 floors and the new contract price ofKshs. 5.4 billion for the extension of I 5 more floors.

(iii)The initial extension works of 36 floors was estimated to cost the Fund Kshs.

6,71 5,21 8,1 88 which was later scaled down to I 5 floors. The State Department for Public
Works estimated the scaled down works to cost Kshs. 4,095,862,434.00. This was

formalized in Variation Order No. I which set the revised scope and cost.The varied scope

of works for 15 floors and the revised cost of Kshs. 4,095,862,434.00 were not
commensurate.

(iv)The members during, the project visit noted that the base ofthe building columns were not
strengthened except for clamping/jacketing the columns which served little or no purpose
with strength of the pillars base and thus a nugatory cost. The committee also noted that
without strengthening the base the building could not have held 36 more floors. The Fund

management might and the involved structural engineers did not do due diligence and the
technical advice offered was misleading.

(v) The Fund had not involved the state department for Public works during the design phase

to offer technical expertise. There the management failed to place responsibilities for
monitoring and implementation of the projects to entities with the technical capacities to
implement in order to avoid unnecessary terminations and variations ofproject cost.

(vi)The building also attracted extra Kshs. 1.4 billion to cater for penalties for delay or idle
time occasioned during the push and pull between NSSF and management of defunct
Nakumatt supermarket.

(vii) The buitding was not fully occupied despite its completion.

(viii) Hazina Trade Centre was one of the Fund's Mega projects worth substantive amounts of
taxpayers' money which ought to have been initiated upon the management carrying out
a feasibility study and drawing an implementation plan to execute the project.

(ix)The NSSF did not seek technical advice from the State Department of Public Works when
commencing and during implementation of the project; public works only came in as

project managers in June 2017. Had NSSF sought the services of State Department of

4



The committee was informed that the Contractor had not dectined to repay the amount advanced

as the client, NSSIT. is still working on the project's final account and as per the terms of the

contract. clause 23.7 any urnount due will be recovered in the final account. The final account will

cornprise of work done to date. contractual claims associated with the reduction ofscope of work

and any other cxpenses or losses incurred by the Contractor'

3.'l'he contractual agreernent between china Jiangxi Intemational and the National Social

Sccuritl Fund fbr the construcliotl of the l{az.ina l rade C'entre located in the Nairobi CBD'

'l hc cotnmittee was inltrrmed that the ar,''ard letter. letter ol' acceptance and contract

agrgenrent u'as vailcd lbr verificatiorr.

4.'l'he letter liom the National Social Security F'und that instructcd China Jiangxi International

to scalc down the lloors fiom 36 f'loors to 15 floors at a reduced contract sum of Kshs

4.095.862.434.00.

'l he cornrnittee was inlonned that a lertet frorn Ministry of Public works and conesponding

drarvings were subnritted for verification.

5.I'he total amount olmoney received l'rom the National Social security Fund with respect to

I lazina Tracle centre. 
-f he cotnmittee was inlilrrned that paymcnl schedule was availed for

'" e rillcation.

6.'l'hc currcnt status of Llazina l'radc Centrc'
'l'he committec was infbrmetl that Hazina '['radc centre was complctcd and handed ovcr on 24'h

Scptember 2021 and the building was currcntly undcr NSSF occr.tpation and ManaSement as pcr

thc attached completiorl certillcatcs and ccrtificates o1'making good dejccts'

7.The circurnstances surrouncliuu compensalion claims valrred at KES 871 .697. 124 citing idle

linle arising ti.om work Stoppages and the subsequent receipt oI'KES 653.772,843 that was

paid to China Jiangxi International as compensation'
il.h" 

c,,nln]i1t"e w.as inl'ormeti that the conslruction of the llew tower entailcd streugthening of

cxisting colurnns inside Nakunrat l.tds'leased spaces. I'he claim arose f'rom the inability to obtain

u,orking spacc to carD,out column strengthcning lroln Nakumat l-td who was the anchor tenant at

Hazina Trade Centre resulting to stoppags ol'the works as the c()nstruction ol'tower had to await

colunrn strengthening to be carriecl out belbre rvtlrks on the tower could proceed any fu(her'

Iiurthcr the dclays in obtaining working spaccs insidc Nakumat resulted to loss of tims as we

ar.r.aitcd to be granted access to carry out column strengthening. The Ministry of public works

cvaluatccl the olaim and recomrncndcd KES L71.697,l24 as compcnsation antl On 4th August

2020 NSS| conllrnred thc cvaluatcd tjtrancial claim and cotnmcnccd to honour it.
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8. Mr.Moses Esamai

9. Mr.Yaqub Ahmed

10. Mr.Maryan Gabow

I I . Mr. Derrick Omondi

OFFICE OF THE AUDITOR GENERAL

Audio Officer

MRO

PCO

Intern

I . Mr. Fredrick Juma Principal Audit

2. Mr.Joe Nganga AA PSG

3. Mr.David Githinji PA LRO

4. Mr.Jeff Otieno AA LRO

OFFICE OF THE INSPECTORATE

Mr. Daniel Wambua Senior Insp.

CHINA JIANGXI INTERNATIONAL

l. Mr. Jimmy JI Managing Director

2. Mr. Samuel Njoroge Site Agent

3. Mr. Raphael Gichuki QS

MIN/PIC SSAA/2024I 46 PRELIMINARIES

The Chairperson called the meeting to order at 9.30 AM thereafter he requested Hon. Caleb Amisi

. MP Vice Chair for a word of prayer.

MIN/PIC SSAN2O24I47 SUBSTANTIVE AGENDA: MEETING WITH THE

MANAGING DIRECTOR CHINA JIANGXI

INTERNATIONAL CONTRACTOR IN NSSF.

Mr, Jimmy JI Managing Director (China Jiangxi) was accompanied by Mr. Samuel Njoroge

(Site Agent), and Mr. Raphael Gichuki (QS ) appeared before the committee to adduce

evidence on the Audited accounts as a witness mentioned in the accounts ofthe National

Social Security Fund (NSSF) for the Financial year 2018/2019 to 202012021.

The committee was informed as follows;
l.The contractual agreement between China Jiangxi and the National Social Security

Fund for the Construction works of Nyayo limbakasi phasc VI. The committee was
informed that the au arcl letter and contracl agreement was submitted for verification.

2.The reason why you ha',,c declined to pay the National Social Security Fund the project

mobilization fees amounting to Kshs215,540,774 that was advanced to you.

2



MIN TES FTH 22ND ITTING O THE BL I M NTS

STRATION. AND AGRICU LTURE HELD AT
ON SOCIAL SERVICES. ADMINI

HILT NG EN INN NWE NESD Y 17TH APRIL 20

PRESENT:

AT9 00A

2.

3.

4.

5

6.

7.

8.

9.

Hon. Emmanuel Wangwe, CBS, MP

Hon. Caleb Amisi Luyai, MP

Hon. Ferdinand Kevin WanYonYi, MP

Hon. Martin Peters Owino, MP

Hon. Mary Wamaua Njoroge, MP

Hon. Nixon Nicholas Ngikolong, MP

Hon. (Dr.) Peter Francis Masara, MP

Hon. Abdi Jehow Fatuma' MP

Hon. Bernard Kibor Kitur, MP

10. Hon. CPA GeoffreY Wandeto, MP

1 1. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

12. Hon. Joshua Kivinda Kimilu' MP

13. Hon. Michael Wambugu Wainaina, MP

14. Hon. Paul Nabuin Ekwom, MP

APOLOGIES:

l. Hon. Elijah Njore Kururia" MP

IN ATTENDANCE:

SEC TARIAT

I . Ms. Florence AtenYo AbonYo

2. Mr. Aden Abdullahi

3. Ms. Christine Mariita

4. Mr. Enock Manwa

5. Mr. WesleY Abuga

6. Ms. MercY KinYua

7 . Mr. StanleY Lagat

Chairperson

Vice Chairperson

Director DAA-GPC

Principal Clerk Ass. I

Clerk Assistant III

Clerk Assistant III

Researcher

Legal Officer

Sergeant-At-Arms
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Committee Resolutions

The committee resolved as follows

That management of China Jiangxi to submit the following additional information

i. The BQ ofthe original contract which comprised ofthe 36 Floors

ii. Comprehensive documentations ofcorrespondences between them and other consultancies

iii. Tender documents up to a warding phase

iv. Details as to whether payments made was based on the 15 floors or 36 floors

In regard to the ongoing projects and completed projects, the committee resolved as follows

Submit a detailed response on the completed projects include the cost of the project, date

when it started and when it ended.

In regard to Sultan Palace submit the following

a, Contractualagreement
b. Certificate of paymenl

c. Banking instruclions between yourself and the client

MIN/PIC SSAN2OzAI 62 ADJOURNMENT

There being no other business, the Ch adjoumed the sitting at Twelve noon.

Signed

Date

a@trt
Hon. Emm&nu el Wangwe CBS, MP - ChairPerson

q-{I t
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2. Mr. Samuel Njoroge Site Agent

MIN/PIC SSAA/2024I 60 PRELIMINARIES
The Chairperson called the meeting to order at 10.00 AM and thereafter he said a word ofprayer

MIN/PIC 55AA/2024161 SUBSTANTIVE AGENDA: MEETING WITH THE
MANAGING DIRECTOR CHINA JIANGXI
INTERNATIONAL CONTRACTOR IN NSSF.

Mr. Jimmy JI Managing Director (China Jiangxi) was accompanied by Mr. Samuel Njoroge
(Site Agent), appeared before the committee to adduce evidence on the Audited accounts as

a witness mentioned in the accounts of the National Social Security Fund (NSSF) for the
Financial year 201812019 to 202012021.

The Committee deliberated on the following issues

ll.

lll

The letter from National Social Security Fund (NSSF) that instructed the contractor to scale

down the floors from thirty-six (36) floors to fifteen (15) floors, the contractual agreement

/variation documents that the contractor relied on to scale down.

The Bill of Quantity that was prepared by the quantity surveyor for the development ofthe
fifteen ( I 5) floors at a cost of Kshs.4 ,095,862.434; and

A schedule of all the projects undertaken by your company in the Country including the

current status of the projects.

Committee observations
The committee observed as follows

I . The Committee observed that the instruction from the National Social Security Fund

(NSSF) to scale down the project from thirty-six (36) floors to fifteen (15) floors

significantly altered the original project scope.

2. The committee noted that the contractor complied with the NSSF's instructions to scale

down the project, but the specific contractual agreement or variation documents used to
justi$ this action were not presented.

3. There was absence of detailed documentation or clear contractual clauses provided to

justi$ the decision to scale down the number offloors from thirty-six to fifteen.

4. The Committee was concemed about the long-term implications of scaling down the

project, including potential legal, financial, and reputational impacts on both the NSSF and

the contractor.

5. The Bill of Quantities (BoQ) prepared by the quantity surveyor reflected a total

development cost of Kshs. 4,095,862,434 for the fifteen floors. The Committee noted that

this cost needs to be scrutinized for transparency and accuracy.

6. The Committee observed that the cost per floor in the revised BoQ seemed high,

necessitating a thorough cost analysis to ensure there were no inflated figures.

7. There appeared to be a lack of clear communication and approval processes documented

between NSSF, the contractor, and other stakeholders regarding the decision to scale down

the project.
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MINUTES OF THE 23RD SITTING OF THE PUBLIC INVESTMENTS COMMITTEE ON

SOCIAL SERVICES. ADMINISTRATION. AND AGRICULTURE HELD AT
COMMITTEE ROOM 7. PARLIAMENT BUILDINGS ON TUESDAY 4TH JUNE.2O24

AT IO.OO AM.

PRESENT:
l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Caleb Amisi Luyai, MP Vice Chairperson

3. l{on. (Dr.) Peter Francis Masara, MP

4. Hon. Bemard Kibor Kitur, MP

5. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

6. Hon. Joshua Kivinda Kimilu, MP

7. Hon. Michael Wambugu Wainaina, MP

APOLOGIES:
l. Hon. Ferdinand Kevin Wanyonyi, MP

2. Hon. Martin Peters Owino, MP
3. Hon. Mary Wamaua Njoroge, MP

4. Hon. Nixon Nicholas Ngikolong, MP

5. Hon. Abdi Jehow Fatuma, MP

6. Hon. CPA Geoffrey Wandeto, MP

7. Hon. Paul Nabuin Ekwom, MP

8. Hon. Elijah Njore Kururia, MP

IN ATTENDANCE:
SECRETARIAT

l. Mr. Aden Abdullahi
2. Ms. Christine Mariita
3. Mr. Enock Manwa

4. Mr. Wesley Abuga

5. Ms. Mercy Kinyua
6. Mr. Stanley Lagat

7. Mr.Moses Esamai

8. Mr.Yaqub Ahmed

9. Mr.Maryan Gabow

OFFICE OF THE AUDITORGENERAL
1 . Mr.Jeff Otieno AA LRO

OFFICE OF THE INSPECTORATE
Mr. Daniel Wambua Senior InsP.

CHINA JIANGXI INTERNATIONAL
l. Mr. Jimmy JI Managing Director

Principal Clerk Ass. I

Clerk Assistant III
CIerk Assistant lll
Researcher

Legal Officer
Sergeant-At-Arms
Audio Officer
MRO
PCO
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The committee observed as follows

i) The Accounting Officer did not submit the signed staff tenancy lease agreements, the details

and the amounts paid by the tenants occupying the authority's houses.

ii) The management failed to adequately address the audit query raised. The breakdown ofwho
paid what amounts as per the respective employee payslips were not provided.

Committee resolution

The committee resolved as follows
That CAK management submit documentation, including rental agreements and a detailed

breakdown of rental payments made by staff members, to verifo the legitimacy and accuracy of
the reported staff rent income.

l2.Budget

The figures of approved budget presented for audit compared to the amounts reflected in the

Statement of Comparison ofbudget and actual amounts had variances in some account balances:

No explanation was provided for the variances.

List of Key issues

. Explanation ofbudget variances not provided

Committee Observation
The committee observed as follows

i) The Authority relied on unrealistic projections of revenue and expenditure and this has

resulted its actual expenses to exceed the approved budgetary allocation.

ii) The asse(ion by the authority that the budget amount did not include an allowance for bad

debts is inaccurate. This is because the provision for bad debts is not a budget item.

Committee Resolution
The committee resolved as follows
That CAK management submit clarification regarding the discrepancies observed in the budget

variances for employee costs/personal emoluments and general expenses/operating and

administrative expenses.

MIN/PIC SSAA/2024I 45 ADJOURNMENT
The Chairperson ad ume e sitting at a halfpast one

Signed 4B-l...r:r. tr[^
1A

Hon. Emmanuel Wangwe CBS, MP - Chairperson
Date..... t7-lr;f sg
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2 Further the statements of financial performance and note 9 of the financial statements

reflects contribution to pensions and medical actual expenditure of Kshs. 89,807,000

although the budgetary allocation was of Kshs. 64,100,000 resulting in over expenditure

of Kshs. 25,707 ,000 for which no budgetary re-allocation and approvals by the full Board

were made available for audit review.In view of the foregoing, the accuracy, legality and

propriety ofthe expenditure could not be confirmed.

List of Key issues

o Budget Approval FY 2017l18 not provided

Committee Observations

Committee observed as follows

i) The expenditure of Kshs.l17,310,000 on travel and other allowances and Kshs.123,979,000

on Housing benefits and other allowances was incurred contrary to Section 12 of the State

Corporations Act which provides that no corporation shall without the prior approval in writing
ofthe Minister and the Treasury incur any expenditure for which provision has not been made

in annual estimates.

ii) The response provided by the accounting officer and the attendant appendix were

unsatisfactory since the budget is given as block figures and not itemized as queried by the

Audilor-General thus its inclusion and approval could not be confirmed.

Committee resolution

The committee resolved as follows

1'hat CAK management Conduct a comprehensive review of the budgetary process and intemal

control mechanisms to ensure that all expenditures align with approved budgets and are supported

by appropriatc documentation.

l l.Other Income

The committee heard that the statement of Financial performance as at 30 June 2018 reflects a

figure ofKshs. 4,093,000 in respect ofofother income out of which Kshs. 4,093,000 relate to staff
rent. However, no documentation was provided to support the rentals income from the staff such

as the rental agreements and even the detailed breakdown ofwho paid what amounts.

Under the circumstances, it was not possible to confirm the accuracy and propriety of other

incomes ofKshs. 4,163,000 as at 30 June 2018.

5
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and status of these payables, as well as any necessary adjustments to ensure accuracy in financial

reporting.

9 Remuneration of Directors

The committee heard that the statemenl of Financial performance as at 30 June 2018 reflects a

figure ofKshs. 53,995,000 in respect ofremuneration to directors. The amount includes broadband

allowance totalling Kshs. 3,362,333 paid to Directors on a monthly basis whose basis was not

provided for audit verifications and in addition the payment was not in Iine with State Corporations

Act and Mwongozo guidelines. In consequence, the accountabitity and propriety of the

expenditure of Kshs. 3,362,333 could not be confirmed.

List of Key issues

. Basis for payment of Directors Broadband allowance

Committee Observations

The committee observed as follows

The broadband allowance totaling to Kshs.3,362,333 paid to the Board of Directors although

supported with HCA Circular no. l'B' of 2014 dated l3th February, 2014 there was no evidence

of approval for such by the Salaries and Remuneration Commission nor State Corporations Act

and Mwongozo guidelines. The allowance is therefore irregular and recoverable.

Committee resolution

The committee resolved as follows

That CAK management submit relevant documentation and explanations regarding the broadband

allowance from the responsible parties to ascertain the propriety and accountability of the

expenditure, and also submit

l.

ii.
ii i.

Board minutes of the I 59th

approval for the telephone allowance by SRC

names of the Directors who received the payment

l0.Unauthorised Employee Costs

The committee heard that the statement of Financial performance as at 30 June 2018

reflects a figure of Kshs. 1,140,209,000 as employee costs. Included in this amount is a

figure oftravel and other allowances ofKshs. t 17,310,000 and Housing benefits and other

allowances ofKshs. 123,979,000 which was spent and there was no budgetary allocation

as no budget approvals by the full Board meeting were produced for audit verification.

4
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Consequently, the accuracy and validity of the trade and other payables balance of Kshs

691 ,358,000 as at 30 June 201 8 could not be ascertained.

Key issues

. Kshs. 19,229,547 reflected as Asset Deposit Compensation lacks supporting documents

Missing statements for payables to the Commissioner of Income Tax (Kshs. 14,830,327) and

Commissioner of VAT (Kshs. 17,426,704)

Missing suppliers' statements, particularly for suppliers with balances over Kshs. l0 million
(totaling Kshs. 482,76 1,0 I 6)

Unexplained balances in unpaid employee remittances, totaling Kshs. 12,960,750, including

amounts owed to various entities

Committee Observations

The committee observed as follows

i) An amount of Kshs. 19,229,547 reflected as Asset Deposit Compensation within the trade

payables, lacked supporting documentation. Additionally the authority failed to demonstrate

how it categorized insurance claim as a payable and the evidence indicating the elimination

or disposal of the corresponding asset related to this compensation on the asset movement

schedule.

ii) An amount of Kshs. 14,830,327 payables to Commissioner of Income Tax and an amount of
Kshs. 17,426,704 payables to Commissioner of VAT were not supported with relevant

documents in form of retums ofassessment to or from Kenya Revenue Authority.

iii) The authority breached Section l9 (4) of the employment Act, 2007 which states that an

employer who deducts an amount from an employee's remuneration in accordance with

subsection (lXa),(|,G) and (h) shall pay the amount so deducted in accordance with the time

period and other requirements specified in the law.

iv) The unexplained debit balances totalling Kshs. 12,960,750 included in the unpaid employee

remittances of Kshs. 43,938,594 implied that some institutions were overpaid by the authority

when remitting statutory deductions. This points to a weakness in the authority's financial

records.

Committee resolution

The committee resolved as follows

That CAK Management to be tasked to providing comprehensive documentation and explanations

for the Asset Deposit Compensation, payables to tax authorities, and unpaid employee remittances

for verification. This documentation should include supporting evidence for the nature, validity,

3



I . Mr.Dominic Kaimenyi

2. Mr.David Githinji
3. Mr.Jeff Otieno

Director of Audit
Principal Auditor LRO

AA.LRO

MIN/PIC SSAA/2 o24t43 PRELIMINARIES
The Chairperson called the meeting to order at 9.30 AM thereafter he prayed

MIN/PIC SSAN2O24I44 SUBSTANTIVE AGENDA : EXAMINATION OF THE

AUDITOR'S GENERAL REPORT OF THE
COMMUNICATION AUTHORITY OF KENYA
(CAK) FOR THE FINANC IAL YEARS 2OI7I2OI8 TO
2020t2021

Mr. David Mugonyi the Managing Director/CEO of Communication Authority of Kenya

(CAK) was accompanied by Mr. Dominic Ooko (Ag. Dir. Finance) and Ms. Lydia Chelangat

(Legal Officer), appeared before the committee to adduce evidence on the Audited accounts

of the communication Authority of Kenya (cAK)for the Financial year 2017/2018 to

2020t2021.
FY 2017t2018

8.Trade and Other Payables

The committee heard that the statement of Financial position as at 30 June 2018 reflects a figure

ofKshs. 897,145,000 as Trade and other payables from exchange transactions in respect of which

the following issues were noted:

a) Inctuded in this amount is trade payables figure ofKshs. 691,358,000 ofwhich an amount

of Kshs. 19,229,547 as reflected as Asset Deposit Compensation for which the supporting

documents were provided for audit review does not demonstrate how the amounts is

payable yet it is an insurance claim and the corresponding asset that was being cleared has

not been eliminated./disposed on the asset's movement schedule ofthe financial statements.

b) Included in the trade payable amount of Kshs. 691,358.000 is an amount of Kshs.

14,830,327 payables to Commissioner of lncome Tax and an amount of Kshs. 17.426.704

payables to Commissioner of VAT which were not supported with relevant documents in

form ofreturns ofassessment to or from Kenya Revenue Authority.

c) Suppliers' statement duly reconciled to the creditor balance as per accounting records were

not provided for audit verification especially for suppliers with balances above Kshs.

10,000,000 which totalled to Kshs. 482,761,016.

d) The trade and other payables balance of Kshs. 897,145,000 includes unpaid employee

remittances of Kshs. 43,938,594 for which detailed breakdown had unexplained debit

balances totalling Kshs. 12,960,750 .
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MINUTES OF THE 23RD SITTING OF THE PUBLIC INVESTMENTS COMMITTEE
ON SOCIAL SERVICES ADMINISTRATION AND AGRICULTURE HELD AT
HILTONGARDENINN HOTEL ONTHURSDAY ISTHAPRIL 2024 AT 9.00 AM.

PRESENT:
l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Ferdinand Kevin Wanyonyi, MP
3. Hon. Martin Peters Owino, MP
4. Hon. Nixon Nicholas Ngikolong, MP
5. Hon. (Dr.) Peter Francis Masara, MP
6. Hon. Abdi Jehow Fatuma. MP
7. Hon. CPA Geoffrey Wandeto, MP
8. Hon. Bemard Kibor Kitur, MP
9. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP
10. Hon. Joshua Kivinda Kimilu, MP
I l. Hon. Paul Nabuin Ekwom, MP

APOLOGIES:
l. Hon. Caleb Amisi Luyai, MP
2. Hon. Mary Wamaua Njoroge, MP
3. Hon. Michael Wambugu Wainaina, MP
4. Hon. Elijah Njore Kururia, MP

IN ATTENDANCE:

Vice Chairperson

SECRETARIAT
l. Mr. Aden Abdullahi
2. Ms. Christine Mariita
3. Mr. Enock Manwa
4. Mr. Thomas Ogwel
5. Mr. Wesley Abuga
6. Mr. Moses Esamai

7. Mr. Yaqub Ahmed
8. Ms. Maryan Gabow
9. Mr. Derrick Omondi

Principal Clerk Ass

Clerk Assistant Ill
Clerk Assistant III
Fiscal Analyst

Researcher

Audio Officer
MRO
PCO

Intern

COMMUNICATION AUTHORITY OF KENYA CAK( )

l. Mr.David Mugonyi
2. Mr.Dominic Ooko
3. Ms. Lydia Chelagat

4. Mr. Christopher Wamlana

5. Mr. Peter Mwangi

Director General

Ag. Director Finance & Accounting
Legal

Procurement officer

AUDITOR GENERAL'S OFFICE



The amount ofmoney that was paid to the first contractor(vendor);

The liquidated damages and who bears it'

The contract if the contractor failed to deliver on his obligations;

Whether Sasra pursued the remedy provided in the contract'

3. Provide evidence that the matter is under arbitration'

Committee Resolutions

The committee resolved to invite the chiefExecutive officer at a later date to provide evidence

related to the Auditor General's report for the financial year 202012021 '

l.

iv.

vi.

IT Control Issues

Section ll0(l) of the Public Finance Management (PFM) Regulations 2015' requires the

Accounting officer for a national go'"tttnt entity to institute appropriate access controls

needed to minimize breaches of infirmation conlldentiality, data integrity and loss ofbusiness

continuity. However. review of ICT function revealed management had not put in place;

l) Information Technology governance controls (Strategic IT committee and [T Steering

Committee)

2) ICT Continuity Back Ups were not stored in a secure offsite storage facility

:i Copies ofthe lt continuity plan and Disaster recovery plan were not kept off-site'

The non-establishment of an lT Strategic committee at the board level could result in gaps

regarding [T Governance, as part ofenterprise govemance not being adequate'

Committee observations

i. The Committee noted that the absence of a Strategic IT Committee and lT Steering

CommitteeindicatedagapinlTgovernance,resultinginalackofoversightandstrategic
directionfortheentity'slcTfunctions,potentiallyimpactingoverallenterprisegovemance'

ii.TheCommitteeobservedthattheinitiallackofoffsitestorageforlCTbackups,alongwith
theabsenceofoffsitecopiesofthelTcontinuityplanandDisasterRecoveryPlan'poseda
significant risk to the entity's ability to recover from disasters or lT failures' potentially

jeopardizing data integrity' information confidentiality' and business continuity'

Therebeingnootherbusiness,themeetingwasadjournedattenminutespasteleveno'clock
(ll:l0am) . The next me was set to be held on notice

6j.u1Ax............o"t",...f ?

MIN.NO. NA/PIC-SSAA/2

Signed....

O24l36:. ADJO I]RNMENT

o

o
HON. EMMANUELWANGWE' CBS' M'P
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Examination ofavailable records revealed that the Authority signed a contract with three local

firms for the supply, installation, configuration, customization, testing and commissioning and

maintenance of risk-based supervision system, electronic document management syslem and

related hardware system at a contract sum ofKshs. 206,422,869. The commencement dat€ for

the contract was 2l.t February 2020 for a period of six (6) months with an expected completion

date of 2Orh August 2020.

According to the project timelines set out at schedule six of the signed contract, the project

should have been at deployment phase (integration to ERP and optimization, data preparation

and migration) four months after commencement ofthe contract. However, no documentary

evidence has been provided for verification to confirm the project implementation status and

ascertain whether the project objectives will be met since the contract period has expired. ln

addition, the management has not provided explanations for the level ofbudget absorption.

Consequently, value for money may not have been obtained on the proiect.

Committee observations

The Committee observed that:

ll

tv

The project has not been completed to date despite the assertion by management that

Covid-19 pandemic contributed to the delay in the project implementation.

The contract price for the risk-based supervision systems (RBSS) was

Kshs.206,422,869 with a completion date of 20th August, 2020. However, only two

milestones were achieved at cost of Kshs.l03,2ll,435 by 3Oth March,202l in which

the contract was terminated and re-advertised and thus the contract completion date and

value for money were not achieved.

The procurement process had been completed and implementation projected for

conclusion within the 2024-2025 financial year. However, the Accounting Officer did

not provide the contract price for the new re-tendered deliverables and price escalated

due to inflationary effects.

There was no evidence that, compensatory damages was sought by the authority on

account of failure by the vendor to deliver as per the terms and conditions of the

contract. Besides it was not proved that the performance security was utilized to cover

the damages.

Committee resolutions

The Committee resolved that:

l. The Management to submit evidence of acknowledgement that there was tangible

delivery of 600 files that had been scanned and whose quality was rejected by the

Authority, thus invalidating the validation process.

2. The Management to submit further information on:

i. The total value ofthe contracti

ii. The process oftendering ofthe contract;
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TheobservedthattheauthorityoperatedwithoutasubstantiveChairmancontrarytoSection
loftheMwongozoCodeofGovemanceandSection6(l)(a)oftheStateCorporationAct'
CAP 446,

Committee Resolutions

The Committee resolved that:

revenue.

Committee Observations

The Committee observed that;

i. the management to submit the l2-month board minutes during the absence of the

substantive Board Chair'

ii. the management, in their subrnission, cite the law that designated the Chief Executive

Ofticer as the Board member'

AUDIT RESERVATIONS FOR FY 20IE/20I9

Financial Performance

TheCommitteeheardthatthestatementoffinancialperformancereflectsanetdeficitofKshS
45.539,596 (201 8: Kshs 5 1,494,563 ) representing l2oh (2018 15Y") ofrevenue Thedeficitwas

occasioned by failure ofthe Authority to achieve its budgeted revenue ofKshs 420'692'000 by

KShs48'84g.8Tgasreflectedinthestatementofcomparisonofbudgetandactualamounts.
Management should therefore put in place measures with a view of generating more own

i.Theauthority,stotalexpenditurewashigherthanitstotalrevenuethusoccasioningthe
deficit amounting to Kshs. 45,53g'596' This affected the planned activities and

impacted negatively on service delivery to the public'

ii.Thepoorfinancialperformance,ifnotaddressedthroughaneffectiveStrategymaylead
to severe financial and operational difficulties in the near future'

Committee Resolutions

The Committee passed a resolution that the management to provide submissions regarding the

implications ofnegative cash flow on the organisation'

AUDIT RESERVATIONS FOR FY 2OI9IZO2O

Implementation of Risk Based Supervision System Project

The committee heard that during the year under audit, the Authority had budgeted expenditures

of Kshs 547,432,467 and Kshs' 215,320,742 under recurrent and development budgets'

respectively. The development budget included an amount of Kshs 206'761'742 for the

implementation of Risk Based Supervision System (RBSS) project which included an amount

of Kshs. 20 t.761,742 rolled over from the previous financial year'
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SACCO SOCIETIES REGULATORYA UTHORITY

I . Mr. Peter Njuguna, EBS

2. Ms. Roseline Regama

3. Mr. David Sadaje

4. Ms. Flora Kimari

Chief Executive Officer
Corporation Secretary

Director, Corporate Services

Manager Finance and Accounts.

MIN.NO/NA,/PIC.SSAA /2024t33: PRELIMINARIES

The Chairperson called the meeting to order at a halfpast nine o'clock (9.30a'm.) with a prayer,

followed by self-introductions.

The Chairperson informed the Committee that the purpose of the meeting was to examine the

report ofthe Auditor-General on the Financial Statements ofthe Sacco Societies Regulatory

Authority for the financial years 201712018 to 2020/2021.

Then the oath was administered to the Chief Executive OITicer and the stafI, who appeared

before the Committee to provide responses to audit queries on regulator's financial statements

for the financial years 201712018 to 202012021.

MIN.NO. NA/PIC.SS O24/34: CONFIRMATIO N OF MINUTES

Confirmation of the Minutes of the previous meeting was deferred.

MIN NO. NA/PIC.SSAA/2024/35: EXAMINATION OF' THE REPORTS OF'THE,
AT'DITOR GENER AT, C)N THE FINANCIAI,
STATEMENTS OF SACCO SOCIETIES

ATORY A RITY FOR
FINANCIA LYEARS 2017fi8-2020n1

The following the audit queries came as a result of the qualified opinion issued by the of the

Auditor Ceneral:

AUDIT RESERVATIONS FOR FY 2OI7IIE

Lack of Board Chairman

The Committee heard that position ofthe chairman fell vacant on 6th February 2017 when the

former chairman exited. During the year under review. the Authority operated with five board

members without a substanlive Chairman contrary to Section I of Mwongozo Code of
Govemance and Section 6 (l)(a) ofthe State Corporation Act.

2
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MINUTESoFTHEISTHSITTINGoFTIIEPUBLICI|IVESTMENTSCoMMITTEE
ON SOCIAL SERVICES, ADMINISTRATION & AGRICULTURE HELD ON

TUESDAY I6TH APRIL, 2024 AT HILTON GARDEN INN NAIROBI AIRPORT AT 9'OO

AM

PRESENT

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon.Caleb Amisi Luyali, MP ViceChairperson

3. Hon.Martin Peters Owino,MP

4. Hon.Dr. Peter Francis MasaraMP

5. Hon.Abdi Jehow Fatuma,MP

6. Hon.Bishop Emeritus(Dr.) Jackson Kipkemoi Kosgei,MP

7. Hon.Michael WambuguWainaina,MP

8. Hon.Paul Nabuin Ekwom,MP

ABSENTWITHAPO GY

l. Hon.Ferdinard Kevin Wanyonyi, MP

2. Hon.Mary Wamaua Njoroge,MP

3. Hon.Nixon Nicholas Ngikolong,MP

4. Hon.Bemard Kibor Kitur,MP

5. Hon.CPA GeoffreY Wandeto, M.P

6. Hon.Joshua Kivinda Kimilu,MP

7. Hon.Njoroge Elijah Njore Kururia,MP

rN ATTENDANCE

SECRETARIAT
L Mr.Aden Abdullahi
2. Mr.Enock Manwa

3. Ms.Christine Mariita
4. Ms.Mercy KinYua

5. Mr.WesleY Abuga}

6. Mr.Moses Esamai

7. Mr.Yaqub Ahmed

8. Mr.Stanley Lagat

9. Mr.Denick Omondi

OFFICE OFTHEA T]DITORGENERAL

l. Mr. Franklin Kiugu

2. Mr. Biko Magara

3. Mr.David W.Githinji-
4. Mr.JeffOtieno

Principal Clerk Assistant I

Clerk Assistant III
Clerk Assistant III
Legal Counsel

Research Officer
Audio officer
Media Relation ofticer

Sergeant-At-Arms

Parliamentary lntem

Deputy Director Audit
Principal Auditor
Principal Auditor -LRO
Associate Auditor LRO
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The committee resolved that cwSK management to conduct a review of its budgeting process and

identif the factors contributing to underspending and submit to the committee'

Development ExPenditure

The committee heard that cwsK had also budgeted to spend Kshs. 2,700,007,737 on development

but actual expenditure amounted to Kshs.400,000,000 representing under expenditure of

Kshs.2,300,007,737 ot llohon approved budgeted against actual expenditure'

Committee observation

TheCommitteenotedwithconcemthatCWsKwasunderfundedbyKshs'2'300'007'737

translatingto85%ofitsdevelopmentbudget.Thisnegativelyaffecteditsabilitytoexecute

projects and deliver services to lhe public'

MINiPIC SSAA/2024I32 ADJOURNMENT

Therebeingnootherbusiness,theChairpersonadjoumedthesittingalfifteenminutespastTwelve

noon,

Signed

@
Ur,t4.;.'o" (J

Hon. Emmanuel Wangwe CBS, MP - Chairperson

t#, c
Date
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of Kshs.2,6l 1,269,087 or 76Yo .As a result CWSK was unable to effectively implement planned

programs and deliver on its mandate.

Committee observation

The committee observed as follows

Child Welfare Society of Kenya (CWSK) had reported a shortfall in receipts of Kshs.

2,611,269,087 translating to 7 6ok of the budgeted revenue. The shortfall affected the planned

activities and impacted negatively on service delivery to the public.

Committee Resolution

The committee resolved as follows

The committee resolves that management of CWSK to conduct a comprehensive review of its

financial management practices, budgeting, revenue forecasting, and expenditure control and

report to the committee.

Expenditure

The committee was informed that the actual expenditure reflected in the statement of financial

performance revealed CWSK underspent expenditure of Kshs.309,965,579 or 46Yo on approved

budgeted against actual expenditure and a further under expenditure of Kshs.4,652,209 financed

from grants and other income.

Committee observation

i. The management response that the society received disbursements ofKshs. 362,649,7 59 is

misleading since under receipts the society had reflected Ksh. 810,490,248 as the actual

receipts. Therefore the under-absorption of Kshs. 309,965,578 is not satisfactorily

explained.

ii. child welfare Society of Kenya (cwSK) had under-absorbed Kshs. 309,965,578 of the

disbursements, which affected the planned activities and impacted negatively on service

delivery to the public.

Committee Resolution

4



The committee heard that Kshs.1,209,060,340 in respect to land and buildings include several plots

parcels with no ownership documents and the process of acquiring titles for some was in progress

while others were in court or under dispute and others which had been grabbed were being pursued

for recovery. In the circumstances the accuracy of property, plant and equipment balance of

Kshs.1,528, 128,787 could not confirmed'

Committee observation

The committee observed as follows

i)ChildwelfareSocietyofKenya(CWSK)doesnotpossessownershipdocumentsforsixteen

(16) parcels ofland located across the country'

ii)TheownershipofseveralparcelsoflandbelongingtotheSocietyhavebeengrabbedwhile

others are in are in court disputes.

Committee Resolution

The committee resolved as follows

That cwSK to submit allotment letters or titles for the following parcel of lands

l.Nawoitorong(Lokitela),Plot.L.RNo'52/4/lMitimingi/Kelewet'PloTL'RNo209/9669

,PDP C27 l 99 l 2,LR. 1 07/6 1 / l,Plot no.67,Plot no' 88 1 Bukusu/N'Kanduyi,LR No.IGI / 1 34

and 371 Komothai.

2.ProvidecomprehensivedetailsofhowKarenlandwasacquiredinthesubmissioninclude

when the land was acquired, who allotted the land and the acreage

Budget and BudgetarY Control

Revenue

The committee was informed that cwSK had budgeted to receive revenue of Kshs '3,421,7 59'335

however the actual receipts received amounted to Kshs.810,490,248 representing revenue shortfall

J



7. Mr.Moses Esamai

8. Mr.Yaqub Ahmed

9. Mr. Derrick Omondi

Audio Officer

MRO

Intern

oFFICE OF THE AUDITOR GENERAL

L Mr. Samwel Nyamwamba Principal Auditor

2. Mr. Fredrick Juma Principal Audit

OFFICE OF THE INSPECTORATE

Mr. Daniel Wambua Senior InsP.

CHILD WELFARE SOCIETY OF KENYA (CWSK)

l. Ms. Irine Mureithi CEO CWSK

2. Mr. Charles Maina Finance

3. Ms. Lucy Boit Finance Manager

4. Ms. Synthia Aduol Admin. Asst.

5. Mr. Henry Kagondo Finance

6. Mr. Francis Ndeleko Programmes

MIN/PIC SSAA/2024I 30 PRELIMINARIES

The Chairperson called the meeting to order at 10.00 AM thereafter he requested Hon. Caleb Amisi

, MP Vice Chair for a word of prayer.

MIN/PIC SSAAi2 024t31 SUBSTANTIVE AGENDA: ExAMINATION OF THE

AUDITOR'S GENERAL REPORT OF THE CHILD

WELFARE SOCIETY OF KENYA FOR THE

FINANC rAL YEAR. 2014t2015 To 202012021

Ms. Irine Mureithi CEO /Ilanaging Trustee Child Wetfare Society of Kenya (CWSK) was

accompanied by Mr. Charles Maina (Finance), Ms. Lucy Boit (Finance) ,and Mr. Henry

Kagondo (Finance)appeared before the committee to adduce evidence on the Audited

accounts of the Child Welfare Society of Kenya (CWSK) for the Financial year 2014/2015 to

2020t2021.

2014t2015

2
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MINUTESOFTHE I8THS ITTING OFTHE PUBLIC INVE sTMENTS COMMITTEE ON

SOCIAL SERVICES. ADMINISTRATION. AND AGRICULTURE HELD AT

COMMITTE EROOMTPARLIAMENT BUILDINDS. ON TUESDAY 9TH APRIL.2024

AT 10.OOAM.

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Cateb Amisi Luyai, MP Vice Chairperson

3. Hon. Martin Peters Owino, MP

4. Hon. (Dr.) Peter Francis Masara, MP

5. Hon. Bemard Kibor Kitur, MP

6. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

7. Hon. Joshua Kivinda Kimilu, MP

l. Hon. Ferdinand Kevin Wanyonyi, MP

2. Hon. Mary Wamaua Njoroge, MP

3. Hon. Nixon Nicholas Ngikolong, MP

4. Hon. CPA Geoffrey Wandeto, MP

5. Hon. Michael Wambugu Wainaina, MP

6. Hon. Abdi Jehow Fatuma, MP

7. Hon. Paul Nabuin Ekwom, MP

8. Hon. Elijah Njore Kururia, MP

IN ATTENDANCE:

SECRETARIAT

APOLOGIES:

l. Mr. Aden Abdullahi

2. Ms. Christine Mariita

3. Mr. Enock Manwa

4. Mr. Wesley Abuga

5. Ms. Mercy Kinyua

6. Mr. Stanley Lagat

Principal Clerk Ass. I

Clerk Assistant III

Clerk Assistant III

Researcher

Legal Officer

Sergeant-At-Arms



Public Audit Act, 2015 which requires that a person shall not without justification fail to

provide information within reasonable time that is required under the Act.

ii) The CAK Human Resource and Capital Policy manual clause 4.'l .2 referred to in the

management submission on merit increments states that employees who have reached the

maximum of their salary scales with positive appraisal ratings may be awarded a lumpsum

performance bonuses equivalent to one or more annual increment but not more than three per

year w.rs invalid in the circumstances. The Officers in question were paid a lumpsum

equivalent to annual increment multiplied by twelve instead of at most thrce. This resulted in

to an overpayment of the bonus by Kshs. 4,705,605

Committee Resolutions

1 . The committee resolved that management submit comprehensive documentary prove

inform of payroll for the officers who received lumpsum payments lor performance

bonuses and long service a wards and the bank accounts credited.

2. provide board approvals for the lumpsum payments for performance bonuses and long

service a wards.

MIN/PIC SSAN?O24I 22 ANY OTHER BUSINESS

Any other Business

MIN/PIC SSAA/2024/ 23 ADJOURNMENT

The Chairperson adjoumed lng at a half past one. The next meeting will be hetd on Notice

Signed

<>
aga.il.

on. Emmanuel Wangwe CBS, MP - Chairperson

Date- - - q4,r/ >+
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3 Employee Costs-Salaries and Wages

The committee heard that the statement of financial performance and note 9 to the financial

statements reflect an amount of Kshs. 1,140,209,000 in respect of employee costs. However,

monthly analysis of employee costs gives a total sum of Kshs. 1,142,962,219 resulting in an

unexplained and unreconciled variance of Kshs. 2,753,219.

In addition, bonus payments amounting to Kshs. 9,589,055 made to staff or various reasons for

which the basis of payments and the authority for payments listed below were not made available

for audit review.

Name of Bonus Month Amount

(Kshs)

Lump Sum Payments July 2017 6,274,140

Long Service Award June 2018 1,040J7s

Long Service Award March 2018 2274,540

Total 9,589,055

Consequently, the accuracy of employee costs ofKshs. 1,140,209,000 for the year ended 30 June

201 8 could not be confirmed.

List of Key issues

. Unreconciled variance of Kshs. 2,753,219 between the employee costs reflected in the

statement of financial performance and the employee costs.

o Lack of documentation and authority for bonus payments totaling Kshs. 9,589,055, including

lump sum payments and long service awards.

Committee Observation

The Committee observed that;

i) The authority did not avail for audit the approval and the reasons for the payment of bonuses

to staff amounting to Kshs. 9,589,055. The authority was in breach of section 62 (l)(c) of

7



o Lack of supporting documents for corrections of Kshs. 2,638,140 and Kshs. 3,417,716 wder

freehold land and buildings and civil works respectively.

o Missing procurement and ownership documents for additions totaling Kshs.41,788,000 under

freehold land.

Committee observation

The committee observed as follows:

i) The authority did not avail supporting documentation for audit on the adjustments of

Kshs.2,638,140 and Kshs. 3,417 ,716 under freehold land and buildings and civil works.

ii) The authority failed to submit to the Auditor-General the ownership documents for its freehold

land additions totaling to Kshs. 4l ,788,000.

iii) That authority has a weak intemal audit system that was not able to identifo errors or erroneous

double posting in the books ofaccount which lead to misrepresentation of the financial position

of the authority.

iv) A review ofthe note 20 to the financial statements revealed that a transfer ofKshs. 202,092,000

from the work in progress was done. However the corresponding movement to the respective

class of completed asset could not be traced and therefore the financial statements were

misstated and not reflecting a true and fair view.

6



i) The authority contravened the provisions ofPFM (National Govemment) Regulations 90

(3) which requires that a monthly bank reconciliation to be undertaken and any

discrepancies noted should be investigated promptly and appropriate action taken including

updating relevant cash books.

ii) The authority lailed to provide supporting documentation of the difference between the

cash book and the amount in the Financial statement of Kshs.26,892,299.96. This was in

breach of section 62 of the Pubtic Audit, Act cAP 4l28 for failing to provide supporting

documentation.

Committee Resolution

The committee resolved as follows:

That management submit evidence of how the un presenled and errors arose and how it was rectified

in the subsequent financial statement.

2. Property, Plant and EquiPment

The committee was informed that the statement of Financial position as at 30 June 2018 indicates

a balance of Kshs. 2,980,782,000 as Property, Plant, and Equipment. Note 20 to the financial

statements reflects an adjustment ofKshs. 208,208,000. However, the movement ofan adjustment

of Kshs. 202,091,084 under capital work in progress where only Kshs. 45,973,342 was traceable

to intangible assets while the balance of Kshs 156,118,462 could not be supported by actual asset

transfers to the other asset categories on the assets movement schedule.

ln addition, adjustments of Kshs. 2,638,140 and Kshs. 3,417,716 under freehold land and buildings

and civil works respectively had no supporting documents produced for audit verification.

Further, freehold land includes additions totalling Kshs.41,788,000 for which procurement and

ownership documents were not provided for audit review. Consequently, the accuracy of the

property, ptant and equipment balance of Kshs.2,980,782,000 as at 30 June 2018 could not be

ascertained.

List of Key issues

. Inaccurate recording of asset transfers resulting in an untraceable balance of Kshs. I 56,I 18,462

out of the total transfer of Kshs. 208,208,000.

5



(iii)The submission by the management that the transactions causing the difference were

recorded in the next financial year 2018/19 in the initial bank reconciliation submitted for

audit is unsatisfactory since errors in the financial statements can not be conected by

adjusting subsequent financial year bank reconciliations. Bank reconciliations are

subsidiary records that supports balance in the financial statements but not source

documents.

Committee Resolution

The committee resolved as follow

l. That management submit the original contractual agreement between them and Rohde and

Schwarz for the Design, Supply and Delivery, Installation, Commissioning and

Maintenance of Radio Spectrum Management and Monitoring System (SMMS)

2. comprehensive response on how the tendering process of the spare parts was carried out

from the initial stage to the a warding phase and include the evidence oladvertisement and

minutes of the evaluation by the tender committee.

1.2 Citibank N.A Bank Account

The committee heard that the Bank Reconciliation statement for the month of June 2018 reflects a

figure of KShs. 41,825,299.96 as the balance per cash book while the amount in the Financial

statement is Kshs. 15,023,000 resulting in a difference of Kshs. 26,892,299.96. Even though the

management has explained the difference as unpresented payment, no supporting documents were

provided for audit verification to support the payment. Under this circumstance, it has not been

possible to confirm the accuracy, validity and existence ofthe Citibank account balance ofKshs.

148,135,000 as at 30 June 2018.

List of Key issues

a Difference between the CITIBANK cashbook and the financial statements.

Committee observation

4

The committee observed as follows:



700,000,000. The current accounts balance ofKshs' 148'135'000 as reflected on note l6 to the

financial statements has been explained to include a letter of credit balance of Kshs ' 46'385 
'7 

67

heldatKenyaCommercialBank.However'nodocumentationwasprovidedforauditverification

insupportoftheexistenceofthisletterofcreditasat30June20l8.Further,Bankreconciliations

ofcurrents account reveal the following'

l.l Kenya Commercial Bank Account

TheinitialbankreconciliationstatementforthemonthofJune20l8reflectsafigureofKshs.

|22'747,815.97 as the balance per cash book while the amount in the amended bank reconciliation

StatementreflectsthebalanceforcashbookasKshs.82,262'0T4resultinginamovementofKshs.

4o.4Ss,T4zarisingfromtransactionspurportedlyeffectedinJuly20lSbutincludedinthe

accounting records ofJune 2018 which is an inappropriate treatment. Documents to suppo( the

Kshs 40,485,742 were not made available for audit verification'

List of Key issues

Difference between the KCB cashbook and the financial statements'll

a Lack ofdocumentation for the existence of the KCB letter ofcredit'

Committee Observation

The committee noted as follows:

(i) The authority contravened the provisions of Regutation 90 (3) of the PFM (National

Govemment) Regulations, 2015 which requires that a monthly bank reconciliation to be

undertaken and any discrepancies noted should be investigated promptly and appropriate

action taken including updating relevant cash books'

(ii) The authority failed to provide supporting documentation of the difference between the

initial bank reconciliation and the amended bank reconciliation of Kshs. 40,485,742. This

wasinbreachofsection62ofthePublicAudit,ActCAP4l2Bforfailingtoprovide

supporting documentation.
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7. Mr. Derrick Omondi Intern

COMMUNICATIO N AT]THORITY OF KENYA(CAK)

l. Mr. David Mugonyi

2- Mr. Dominic Ooko

3. Ms. Lydia Chelagat

4. Mr. Christopher Wamlana

5. Mr. Peter Mwangi

AUDITOR GENERAL'S OFFICE

I . Mr.Dominic Kaimenyi

2. Mr.David Githinji

MINiPIC SSAA/2024i20

Director General

Ag. Director Finance & Accounting

Legal

Procurement officer

Director of Audit

Principal Auditor LRO

PRELIMINARIES

The Chairperson called the meeting to order at 10.00 AM thereafter he requested Hon. Mary

Wamaua, MP for a word of prayer.

MIN AAI2 24t2t SUBSTANTIVE AGENDA: EXAMINATION OF THE

AUDITOR'S GENERAL REPORT OF THE

COMMUNICATION AUTHORITY oF KE,NYA

(CAK) FOR THE FINANCIAL YEARS 2OI7I2OI8 TO

2020t2021

Mr. David Mugonyi the Managing Director/CEO of Communication Authority of Kenya

(CAK) was accompanied by Mr. Dominic Ooko (Ag. Dir. Finance) and Ms. Lydia Chelangat

(Legal Oflicer) ,appeared before the committee to adduce evidence on the Audited accounts

of the Communication Authority of Kenya (CAK)for the Financial year 201712018 to

2020t2021.

FY 201712018

l. Cash and cash Equivalents

The committee heard that the statement of financial position as at 30 June 2018 shows a balance

of Kshs. 12,903,177,000 as Cash and Cash equivalents comprising Currents accounts of Kshs.

148,135,000, Short term deposits of Kshs. 12,055.042,000 and Treasury bills of Kshs.

2



TES 15'I.H ITT G THFT C IIYVES co E N
I

oN. AND AGRICULTURE HELD IN
SOCIAL VICES. ADMIN ISTRATISER

ILDINGsoN WEDNESDAY3mAPRIL.
COMMITTEE ROOM 7 PARL IAMENT BU

2024 T 10. AM

PRESENT:

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Mary Wamaua Njoroge ,MP

3. Hon. Bemard Kibor Kitur, MP

4. Hon. CPA GeoffreY Wandeto, MP

5. Hon. Michael Wambugu Wainaina, MP

6. Hon. Bishop (Dr') Jackson Kipkemoi Kosgei, MP

7. Hon. Joshua Kivinda Kimilu, MP

8. Hon. Paul Nabuin Ekwom, MP

APOLOGIES:

l. Hon. Caleb Amisi LuYai, MP

2. Hon. Martin Peters Owino ,MP

3. Hon. Ferdinand Kevin Wanyonyi, MP

4. Hon. (Dr.) Peter Francis Masara, MP

5. Hon. Abdi Jehow Fatuma, MP

6. Hon. Nixon Nicholas Ngikolong' MP

7. Hon. Elijah Njore Kururia, MP

Vice Chairperson

INATTENDANCE:

SECRE TARIAT

l. Ms. Christine Mariita

2. Mr. Enock Manwa

3. Mr. Thomas Ogwel

4. Mr. WesleY Abugah

5. Ms. MercY KinYua

6. Mr. Moses Esamai

Clerk Assistant III

Clerk Assistant III

Fiscal AnalYst

Researcher III

Legal Counsel

Audio Offrcer III

1



The committee was further informed that Child Welfare Society of Kenya had not submitted their

documents and responses in time to sector Auditor for verification as a result the documents

submitted cannot be authenticated.

Committee Resolution
The committee resolved as follows:

1 . That the office of the Auditor General be given time to penrse the availed documents and

report to the committee through their brief.

2. That management of Child Welfare Society of Kenya to appeal before the committee on

46 Apil2024.

MIN/PIC SSAA/2024I 18 ADJOURNMENT

There being no other business, the Chairperson adjoumed the sitting at half past Eleven in the

monung.

f"art
Signed

Hon. Emmanuel Wangwe CBS' MP - Chairperson

Date lilr^ l>f
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7. Mr. Denick Omondi Intern

OFFICE OF THE AUDITOR GENERAL

I . Ms. Linet Bosire Deputy Director

2. Mr. Fredrick Juma Principal Audit

3. Mr. David Githinji PA -LRO

4. Mr. Jeff Otieno AA-LRO

CHILD WELFAR.E SOCIETY OF KENYA (CWSK)

l. Ms.Irine Mureithi CEO CWSK

2. Mr. Charles Maina Finance

3. Ms.Lucy Boit Finance Manager

MIN/PIC SSAA/2024II5 PRELIMINARIES

The Chairperson called the meeting to order at 10.00 AM thereafter he requested Hon. Paul Nabuin

Ekwom, MP for a word of prayer.

MIN/PIC SS AAt2024fi6 SUBSTANTIVE AGENDA: EXAMINATION OF THE

AUDITOR'S GENERAL REPORT OF THE CHILD

WELFARE SOCIETY OF KENYA FOR THE

FINANCIAL YEAR. 20t4t20t5TO 202012021

Ms. Irine Mureithi CEO /Managing Trustee Child Wetfare Society of Kenya (CWSK) was

accompanied by Mr. charles Maina (Finance) and Ms. Lucy Boit (Finance) appeared before

the committee to adduce evidence on the Audited accounts of the Child Welfare Society of

Kenya (CWSK) for the Financial year 201412015 to 202012021.

MIN/PIC SSA,N2O24/17 OPENING REMARKS

The committee was briefed that Child Welfare Society of Kenya was established through Legal

Notice NO.58 of 2014 however it has never appeared before PIC committee to respond to audit

queries.

2



MINUTESOFTHE 8TH SITTING OF THE PUBL IC INVESTMENTS COMMITTEE ON

SOCIAL SERVICES. ADMINISTRATION. AND AGRICULTURE HELD AT

COMMITTEE ROOM 7 PARLIAMENT BUILDINDS. ON THURSDAY 7TH MARCH

2024 AT I0.00AM.

PRESENT:

l. Hon. Caleb Amisi Luyai. MP

2. Hon. Ferdinand Kevin Wanyonyi, MP

3. Hon. Martin Peters Owino, MP

4. Hon. Mary Wamaua Njoroge, MP

5. Hon. Nixon Nicholas Ngikolong, MP

6. Hon. (Dr.) Peter Francis Masara, MP

7. Hon. Joshua Kivinda Kimilu, MP

8. Hon. Paul Nabuin Ekwom, MP

1 . Ms. Christine Mariita

2. Mr. Enock Manwa

3. Mr. Wesley Abuga

4. Mr. Stanley Lagat

5. Mr.Moses Esamai

6. Mr.Yaqub Ahmed

Vice Chairperson (Chairing)

Clerk Assistant III

Clerk Assistant lll
Researcher

Sergeant-At-Arms

Audio Officer

MRO

APOLOGIES

l. Hon. Emmanuel Wangwe, CBS, MP Chairperson

2. Hon. Bemard Kibor Kitur, MP

3. Hon. CPA Geoffrey Wandeto, MP

4. Hon. Michael Wambugu Wainaina, MP

5. Hon. Abdi Jehow Fatuma, MP

6. Hon. Bishop (Dr.) Jackson Kipkemoi Kosgei, MP

7. Hon. Elijah Njore Kururia, MP

IN ATTENDA NCE:

SECRETARIAT



REPUBLIC OF KENYA

THIRTEENTH PARLIAMENT _ (THIRD SESSION 2024)

THE NATIONAL ASSEMBLY

PUBLIC INVESTMENTS COMMITTEE ON SOCIAL SERVICES ADMINISTRATION &

AG RIC U LTU RE

DIRECTORATE OF AUDIT, APPROPRIATIONS AND GENERAL PURPOSE

COMMITTEES

COMMITTEE MEMBERS REPORT WRITING ADOPTION LIST

L

2

3

4

6

13.

9

No. NAME DATE SIGN
,)

Hon. Emmanuel Wangwe, MP. CBS Chairperson
I

Hon. Caleb Arnisi Luyai. MP Vice Chairperson

Hon. Ferdinand Kevin Wanyonyi. MP

Hon. Martin Peters Owino. MP

5 Hon. Mary Wamaua Njoroge. MP

Hon. Nicholas Ngikor Ngikolong. MP

7 Hon. (Dr.) Peter Francis Masar4 MP ylfl,
8 Hon. Abdi Jehow Fatuma, MP

Hon. Bernard Kibor Kitur, MP &"a6U^,^.
t0. Hon. CPA Ceoffrey Wandeto MP

I l. Hon. (Dr.) Jackson Kipkernoi Kosgei. MP

12. Hon. Joshua Kivinda Kimilu. MP H
11.

Hon. Michael Warnbugu Wainaina. MP

Hon. Elijah N jore Kururia. MP

Hon. Paul Nabuin Ekwom. MP15.



*

Committee Observations

The Committee observed that

The Committee observed that Kshs.l9,l I1,000 was drawn fiom the deferred income to facilitate
payment of staff salaries. The expetrditure is contrary to the provisions of Section 43 of the Public
Finance Management Act, CAP 412A, and Regulation 48 of the PFM (National Covemment)
Regulations, 2015.

Committee Recommendation

The Committee recommends that -
The Accounting Officer should always ensure adherence to the provisions of Section 43 of the
Public Finance Management Act, CAP 412A, and Regulation 48 of the PFM (Nationat
Govemment) Regulations, 201 5.
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