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Reports and Financial Statements
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I. NATIONAL TREASURY INFORMATION AND MANAGBMEN'I

(a) Background Information

The National Treasury was established via the Executive Order No. 2 of May 2013' The basis for

establishment of the ilational Treasury is found in Article 225 (i) of the Constitution of Kenya

which states that an Act ol' Parliament shall provide for the establishment, functit'rns and

responsibilities of the National T'reasury. This has been actualized in Section I I and l2 of the

Public Finance Management (PF'M) Act.2012'

At Cabinet level, the National 'l'reasury is represented by the Cabinet Secretary for National

Treasury and planning, who is responsible foi the general policy and strategic direction of the

Ministry.

Vision

An institution of excellence in economic and public financial management

Mission

To promote economic transformation for shared groMh through formulation, implementation and

monitoring of prudent economic and financill policies at national and counfy levels of

government.

Core Values

Mandate o-f the National T'reasury

The National Treasury derives its mandate from Article225 ofthe Constitution' Public Finance

ManagementActzolzandtheExecutiveordersNo'2/20l3andNo.l/2018'TheNational
Treasury will be executing its mandate in consistency with any other legislation as may be

developed or reviewed by Parliament from time to time'

The core functions of the National Treasury as derived from the above legal provisions include:

o Formulate, implement and monitor macro-economic policies involving expenditure and

The National 1'reasury is committed to providing quality--services to all and is guided by the

fbllowing core values: Customer do"rr, iesults Oriented' Stakeholder Participation'

Professionalism, nccountability, lntegrity antl Transparency, Teamwork and Staff as key asset'

Equity, Fairness and Inclusion.

revenue;

Manage the level and composition of national public debt' national guarantees and other

financial obligations of national government;

Formulate, evaluate and promotJ economic and financial policies that facilitate social and

economic development in conjunction with other national government entities;

Mobilize domestic and external resources lbr financing national and county government

budgetary requirements;

Design and prescribe an efficient financial management system for the national and county

governments to ensure transparent financial *u,,-ug"rntnt and standard financial reporting;
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o In consultation with the Accounting Standards Board, ensure that uniform accounting

standards are applied by the national government and its entities;

o Develop policy for the establishment, management, operation and winding up of public

funds;
. prepare the Annual Division of Revenue Bill and the County Allocation of Revenue Bill;

o Strengthen financial and fiscal relations between the national government and county

governments and encourage support for county governments

o Assist county governments to develop their capacity for efficient, ef'fective and

transparent fi nancial management; and

o To prepare the National Budget, execute/implement and control approved budgetary

resources to MDAs and other Government agencies/entities.

Ro ve

The National Treasury is mandated by law to:-

o Strenglhen financial and fiscal relations between the National Covernment and County

Governments and encourage Support for county governments in performing their

functions.
o Assist county governments to develop their capacity for efficient, effective and transparent

fi nanc ial irranagement.
. prepare the annual Division of Revenue Bill and the County Allocation of Revenue Bill'

o provide logistical support to intergovernmental institutions overseeing intergovernmental

fiscal relations.
o Coordinate the development and implementation of financial recovery plans for county

governments that are in financial distress'

. Coordinate capacity building of county Governments on public finance management

matters.

(b) Key Management

The National Treasury day-to-day management is under the following key of,fices;

Office of the PrinciPal Secretary

This office is responsible for the administration of'the National Treasury operations' ln addition'

the Prinoipal Secretary is charged with the responsibility of providing advice. to the Cabinet

Secretary in order to enhance .ifi.i.n.y and collective responsibility' The Principal Secretary is

the Accounting Officer for Vote l07l - NT'

Organizational structure of the National Treasury

The National Treasury is organized into four (4) technical Directorates headed by Directors

Ceneral and one (t) eOministrative and Support Services Directorate headed by a Principal

Administrative Secretary. Each Director General is responsible for a Directorate comprising of a

cluster of Departments iesponsible for related policy functions. The Directorates and Departments

are as f,ollows:

2
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Directorate of Budget, Fiscal and Economic Affairs

The Directorate is headed by a Director General, reporting to the Principal Secretary, National

fr.u*.y 'lt is organized inio the following five (5) Technical Departments each headed by a

Director:
o Budget Department;
o Macro and Fiscal Affairs Department

o Financial and Sectoral Aflairs Depaftment;

o Inter-Governmental Fiscal Relations Department

o Public Procurement DePartment'

Directorate of Accounting Services and Quality Assurance

The Directorate is headed by a Director General reporting to the Principal Secretary' National

Treasury. It is organized into the following four (4) Technical Departments each headed by a

Director:
a

o

a

a

Government Accounting Services;

Internal Audit Services Department;

Financial Management Information Systems (FMIS)

National Sub-CountY Treasuries.

Di rectorate of Portfolio Management

.fhe Directorate is headed by a Director General, reporting to the Principal Secretary' lt is

organized into the foiio*i"g four (a) Technical Departments each headed by a Director:

o Government Investment and Public Enterprises;

o National Assets and Liabilities Management;

o Pensions DePartment.

o Public Private PartnershiP Unit

Directorate of Public Debt Management Office

The Directorate is headed by a Director Ceneral, reporting to the Principal. Secretary' It is

organized into the following three (3) Technical Departments each headed by a Director:

. Resource Mobilization (Front Office);

o Debt Policy, Strategy and Risk Management (Middle Office);

o Debt Recording and Settlement (Back Office)'

Directorate of Administrative and Support Services (Common Shared Services)

The Directorate is headed by a principal Administrative Secretary, reporting to the Principal

Secretary. It is organiz.d into't*elve (12) specialized functions offering common shared services'

The common shared services of the Nationat rreasury consist of functions that are not core to the

National Treasury but ofler critical ,rppon services to the National Treasury' The functions

3
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o Accounting,
o Finance,
o Human Resourcb Management and Development,

o Central Planning and Project Monitoring,
o Supply Chain Management,

. Legal,
o PublicCommunications,
o General Administration,
o Records Management;
o InternalAudit;
o ICT
o Government Clearing AgencY

4
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(c) Fiduciary Management

'l'he key management personnel who held office <Juring the tlnancial year ended 30th June 2018

and who had direct fiduciary responsibility were

tion Name
IIon. Nelson Gaichuhie

Mr. H Mw
Mr. Stan Kamanguya

Stanl Kamau

Mrs. [Jeatrice Cathirwa

Mr. Ken Ondieki

E

NO.
Chief AdministrativeI

2 Princi S Dr. Kamau , CBS

3 Sec Administration Mr. Mus mi S CBS

Princi Administrative C SS Mutua Ki C SS

5 Director Cenera BFEA Dr Mwau EBS

Director Ceneral Accounti Services & Assurance Mr. Bernard Ndun MBS
6.

Ms, Esther Koimett. CBS
7 Director General, PIPM

8 Director Macro and Fiscal Affairs De Mr Musa Gathan

Director Bud nt Mr. Francis Anyona, oGw
9

r Oisebe
r0 Director F tnanclal and Sectoral A ffa rS De Mr. Chri

ll Direc Public Procurement nt Mr. Eric Korir

Director In ntal Fiscal Relations Mr. Albert Mwen I-ISC
t2
l3 lntemal Auditor General Mr. Al

t4 Di Government Account Se rvlces De ent Mr. Jona Wala

l5 A Director Nat ional Su b Co 1 TC asun CS Mr. Francis Kariuki

16. Director Government tal

17 A Director, Financial ment lnformation S

18. Di recto r Pub L Pri vate Paftners h U n

l9 Di N attonal Assets and Li abi I M ent

20 Dire ctor Government I nvestmen t and Pu b Ente SES

2t Director, Pensions De ent Mr.Shem N akutu

General Res e M obi I ization Mr. Jackson Ki ul ocw
22 Di rector ourc

23 Director, Debt PolicY, ' StrategY & Risk Management Mr. DanielNdolo

ent
Mrs. Felister Kivisi

24. D I rector Debt Record an d Settl em e nt

Head, Accounts Division Mr. Geo Gichurr.r
25

Mr. Kimathi M HSC
26 Head Finance

Mr. Peter M
2'7 SCM

Mr. John Kariuki
28 Ilead, Internal Audit Unit

Ms. Susan Mucheru
29 Director Human Resource &Develo nt

Director nfo rmatlon Communicati on and Techno Mr Kariuki
30 A

Muriu
3l Head Centra I PIannl n and ect Mon ton Unit Mr. A

32. Head, Publ ic Communications Mr. Maina Ki

33 Programme Coordinator, Public Financial Management Mr. Julius Mutua

Reform Secretariat
Mr. Felix Ate

34 D rector Government C leari A

5
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(d) Fiduciary Oversight Arrangements

To manage the fiduciary risk, the National Treasury has put in plaoe tiduciary oversight

urrung.rnJnts inctuding setting up committees. The key oversight arrangements include:

Internal Audit Unit

The National Treasury has a well-resourced internal Audit unit. The unit is charged with the

responsibility of identilying risks in the management and day to day operations ol'the Ministry

through the risk UaseO auAiL. The Unit reports Jirectly to the accounting officer on a regular basis'

The National Treasury established an audit committee cornprising officers from all departments of

the Ministry, under the chairrnanship of the Senior Chiel Finance Officer' T'he Clommittee reviews

and analyses all audit queries and makes recommendations on how to reduce fiduciary risks' ln

addition, the committee prepares responses to all auclit queries lbr presentation to the relevant

committees of Parl iament.

Project Implementation Committee

To monitor the implementation of the Government's Infrastructure Pro.iects' the National 
'l'reasury

has estabristred a nroje.iii"..ing committee comprising principar Secretaries^fiom implementing

Ministries and appointed a 6chnical committee clomprising otflcers fiom. the technical

departments of the rr/linirtry. The committees review and analyse the progress made by rninistries

in the implementation of domestically and externally funcled projects and advises accordingly'

other ficluciary oversight arrangements include the following committees with specific objectives;

Senior Management Committee

To monitor the implementation of the Ministry's programmes and performance' the National

Treasury has appointed a Senior Management dommittce comprising of Directors General and

I-leads of Departments. The Committee receives reports from departments' builds consensus on

National 1-reasury responses to emerging issues.'challenges and risks and ensures that the

decisions of top management are implernented in a timely manner'

Public Financial Management Sector Working Group

-fo facilitate the irnplementation of financial management reforms, the National 1'reasury has

appointed senior offir.., to the Public Financial Managemcnt Sector Wc'rking Group' The

Committee plays an oversight role in the implementation oifinancial reforms in the public service

Audit Committee

in collaboration with the development partners'

Budget Im Plementation Com mittee

-lo monitor the implementation of the Ministry's budget, programmes and activities' the National

1'reasury has appointed a committe" "ornprling 
oiolfitets fiom all the Departments of the

Ministry. The Committee reviews and analysei the progress made by l)epaftments in the

implementation of urJg.i and the planned progrurr"s and activities and advises the management

6
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Monitoring and Evaluation
The Ministry undertakes monitoring and evaluation exercises to establish progress made in the

implementation of various proglammes and projects including those that are funded by the

development partners.

(e) The Nationrl'TreasutT Headquarters
P.O. Box 30007- 00100,

Treasury Building,
Harambee, Avenue
Nairobi Kenya

(f) The National Treasury Contacts
Telephone : (25 4)020 -2252299

Emai I : info@treasury. go.ke

Website: www.treasurv.oo. ke

(g) The National TreasurY Bankers
Central Bank of KenYa

Haile Selassie Avenue
P.O. Box 60000
City Square 00200

Nairobi, Kenya

(h) IndependentAuditors
Auditor General

Kenya National Audit Office "

Anniversary Towers, University Way

P.O Box 30084
GPO 00100
Nairobi, KenYa

(i) Principal Legal Adviser
The Attorney General

State Law OfTice
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, KenYa
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II. FORWARD BY THE CABINET SECRETARY

The National Treasury is mandated to coordinate economic and financial management of the

country in accordance with section l2 of the Public Finance Management Act,20l2. Overall, the

National Treasury has strived to maintain a policy environment that is conducive to economic

growth and devllopment of the country. As a result of consistent implementation of bold

Jconomic policies, structural reforms and sound macroeconomic management, the economy

remained resilient in 2017 despite uncertainty associated with the prolonged political elections

period coupled with the effects of adverse weather conditions. The Economy grew by 4.9 percent

compared io a revised growth of 5.9 percent in 2016. In the first quarter of 2018, the economy

recovered and grew by 5.1.percent compared to a groMh ot'4.8 percent in the same quarter last

year. This g.o*th *u, ,uiniy attributed to improved weather conditions and rebound in business

and consumer confidence foilowing political stability in the country' The 4.9 percent economic

growth in 2017 generated 898,000 niw jobs up from 833,000 new jobs in 2016 and is above 2'8

percent average growth for the sub sub-saharan Africa'

GDP Annual Growth Rates 16 and 201

Despite the difficult circumstances faced last year, the Country was able to preserve

macroeconomic stabitity with inflation, interest ratei and exchange rates remaining largely stable

throughout 2017. This r.ru., as a ctear demonstration to domestic as well as foreign investors of

our commitment to maintain macro-economic stabitity, which is key in enhancing investor

confidence. The country made notable progress in 2017 in improving the ease of doing business'

thereby providing a conducive business environment for both domestic and foreign investors'

These reforms have seen Kenya being ranked favourably in the ease of doing business and as a top

investment destination. For fwo consecutive years (2016 and 2017 world Bank's Doing Business

Reports), Kenya emerged as the third most reformed country in the world' and in the 2018 Report'

u, ih" third best in sub-Saharan Africa and position 80 overall'

The 2017 Ernst & Young (EY) Africa Attractiveness Index ranked Kenya second top investment

hub in Africa, after Morocco. The Report also classifies Kenya as the top most preferred

investment destination in East Africa, wiih ttre majority of investors being attracted by the good

infrastructure, ease of doing business, and strong economic growth and prospects'

In terms of budget perform-ance, the National Tieasury expenditure stood at Kshs'39'416m against

an approved budget of Kshs.42.540m in Recurreni while Development expenditure stood at

Kshs.9.76lm against an approved budget of Kshs.ll.862m giving an overalt absorption rate of
gO.5%. The National tr"urrry implemented the 2Ol7l18 budget within four economic
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classification/programmes. These were General Administration, Planning and Support Services,

public Financ'iat f,4unug.rn.nt, Economic and Financial Policy Formulation and Management and

Market Competition. er demonstrated in the bar graph below, the Market Competition

programme had the highest absorption at l00o/o followed by General Administration, Planning

and-Support Services ui gzoh, Public Financial Management Programme at 8l ,7o/o and Economic

and Financial Policy Formulation and Management (78%)'

Absorptjo-n rate b1' Economic Classifica tion/Programmes

L00%
loo% i 9z't6

8Z'/" 78e"

Mdrkct CorilPL'titioll

oY"'t2

809i

60Y"

40"/"

2O"/"

ov"
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.rncl Suppolt Scrviccs
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Mtl11of,,€n]cllt
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Policy Formtrla ttott artcl
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Other key achievements during the period under review are:-

o The National Treasury continued to implement its mandate of supporting the devolved

system of Government. In terms of payments, the County Governments received a total of

Kshs.327 billion in 20l7l2OlB up from Kshs.302.2 billion in 201612017. Since their

establishment in March 2013, County Governments have received more than Kshs.l'3

trillion from the National Government.
o In line with its commitment to enhance the County Covernments capacity, the National

Treasury developed the County Governments (Revenue Raising Regulation Process) Bill'

The Bill is geared towards addressing the challenges County Governments are

encountering ii revenue collection, mitigating their negative effects and assisting the

Counties to optimize own-sources revenue.

o The National Treasury successfully priced a new $2 billion Eurobond Transaction. This

issue was 7 times oveisubscribed thus making it one of the highest order book for an issue

from Africa, and providing a dollar yield curve stretching out to 30 years. This made

, Kenya one of a handful of Governments to achieve this. Specifically with the 30 year

yieli, international investors demonstrated their long term belief that Kenya is a stable

economy in which long-term investments are safe.

Some of the challenges the National Treasury faced while implementing the 2017/18 budget

include:-

l. Lack of adequate funds/exchequer to finance all the budget requests by Ministries'

Departments and Agencies.

2. Low absorption of Official Development Assistance (ODA)'

3. Uncertainty associated with the political elections that slowed down economic activity thus

affecting revenue performance.

9
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Sonre ol'the challenges the National 'l-reasury lirced while implementing the 2017l18 budget include:-

l. Lack of adequate funds/excheque r to l-rnance all the budget requests by Ministries, Departments
and Agencies.

2. Low absorption of Official Developrnent Assistance (ODA).
3. Uncertainty associated with the political elections that slowed down economic activity thus

affecting revenue performance.
4. Slow enactment of relevant regulations and related legal instruments to facilitate financial sector

deepening.

To surmount the above challenges and ensure successful implementation of the National Treasury

goals and objectives, the Ministry wil[:-

l. Maintain macroeconomic stability by ensuring that inflation, interest rates and exchange rates

remain largely stable.
2. Continue to improve the environment for businesses to thrive, deal decisively with corruption and

address the governance and per[brmance cl'rallenges at our parastatals and State-linked

companies, as well as improve etliciency in our financial sector in order to boost investments and

create jobs.
3. Manage the level and composition of national public debt, national guarantees and other hnancial

obligations of national government effectively;
4. Continue to maintain a prudent fiscal stance consistent with the medium-term debt targets while

pursuing a shift in the composition of expenditure towards development priorities.

5. Strengthen capacity in public financial management to MDAs and County Governments to

impr&e oversight tf puUti" resoLrrces and Strengthen financial and fiscal relations between the

national goverrunent and county governments

6. Enhance the Government's cash management system to avoid undue presstue on payment flows

and interest rates, and reduce borrowing costs for the government and the private sector.

7. promote the public private Partnership initiatives to finance government capital projects'

8. Engage other development partners fbr concessional loans and grants as well as pursue strategies

to facilitate issuance of international bonds to finance government projects.
g. Ensure constant collaboration between the National Treasury and all the Stakeholders.

10. Strengthen monitoring and evaluation framework'

HENRY K. R
CABINET S

ICH, EGTI
ARY
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III. STATEMENT OF ENTI'IY MANAGEMENT RESPONSIBILITIES

Section 8l (l) of the Public Finance Management Act,2012 requires that, at the end of each

financial year, the accounting officer for a National Government Entity shall prepare flnancial

statementi in respect of that entity. Section Sl (3) requires the financial statements so prepared to

be in a form that complies wittr relevant accounting standards as prescribed the Public Sector

Accounting Standards Board of Kenya from time to time'

The Accounting Oflicer in charge of The National Treasury is responsible for the preparation and

presentation of the financial statements for Share Subscriptions and Capital Contribution to
'lntemational 

organizations which give a true and fair view of the state of affairs of the entity for and

as at the end of the financial year ended on June 30,2016. 'fhis responsibility includes: (i)

maintaining adequate financial management arrangements and ensuring that these continue to be

effective throughout the reporting feriod; (ii) maintaining proper accounting records' which

disclose with reasonable accuracy at any time the t'inancial position of the entity; (iii) designing'

implementing and maintaining internal controls relevant to the preparation and lair presentation

of the financial statements, and ensuring that they are free from material misstatements, whether

due to error or fraud; (iv) safbguarding the assets of the entity; (v) selecting and applying

appropriate accounting policies; ind (vi)-making accounting estimates that are reasonable in the

circumstances.

The Accounting Officer in charge of the Share Subscriptions and Capital Contribution to

International Organizations accepts responsibility fbr the entity's flnancial statements, which have

been prepared on the Cash Basis Method of Financial Reporting, using appropriate accounting

policies in accordance with lnternational Public Sector Accounting Standards (IPSAS)' The

Accounting OfTicer is of the opinion that the entity's flnancial statements give a true and fair view of

the state of entity's transactions during the financial year ended June 30, 2016, and of the entity's

financial position as at that date. The Accounting Ofiicer in charge of the Share Subscriptions and

Capital Contribution to lnternational Organizaiions further confirms the completeness of the

accounting records maintained for the entity, which have been relied upon in the preparation of the

entity,s financial statements as well as the adequacy of the systems of internal financial control'

The Accounting Officer in charge of the Share Subscriptions and Capital Contribution to

International Organizations confirms that the entity has complied fully with applicable Government

Regulations and the terms of external financing covenants (where applicable), and that the entity's

fun-ds received during the year under audit were used for the eligible purposes-for which they were

intended and were p.p"rty accounted for. Further the Accounting Officer confirms that the entity's

financial statements hare been prepared in a form that complies with relevant accounting standards

prescribed by the Public Sector Accounting Standards Board of Kenya.

I
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DR. KAMAU
Principal Secretary

lurgg
LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

Approval of the financial statements

The Kenya Local Loans Sr;pport Fund financial statements were approved and signed by the

Accounting Officer on 3ot ''Se+t 2018.
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REPUBLIC OF KENYA

Telephone : +25 4 -20 -3 4233 0
Fax: +254-20-311482
E-mail : oag@oagkenya.go.ke
Website: wwwkenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDITOR.GENERAL ON THE FINANCIAL STATEMENTS OF
KENYA LOCAL LOANS SUPPORT FUND FOR THE YEAR ENDED 30 JUNE 2018 -
THE NATIONAL TREASURY

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of Kenya Local Loans Support Fund
set out on pages 13 to 21 which comprise the statement of financial assets as at 30 June
2018, and the statement of receipts and payments, statement of cash flows and statement
of comparative budget and Actual Amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act,2015.

I do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a

basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Un-supported Balances

The balances reflected in the statement of financial assets under cash balances,
investment at cost (CSFC) and accrued interest of Kshs.5, 000,000.00, Kshs.
10,410,373.50, and Kshs.71,595,406.15 respectively have not been supported by notes,
analyses and other documentary evidence. The accuracy of the balances cannot therefore
be ascertained.

2. Failure to Redeem Stocks

ln the audit reports for previous years, reference had been made to stocks valued at
Kshs.10,430,700.00 which were past their redemption dates with the last redemption date
for a sum of Kshs.17, 400.00 having been made on 6 February 2010. Although the
National Treasury had explained in the past that the stocks were redeemed some years
ago but erroneously accounted for as revenue, records to confirm the erroneous
accounting for receipts and subsequent correction in the books of account have not been
made available for audit review.

3. Winding Up of the Fund

According to information available, the Kenya Local Loans Support Fund is in the process
of being wound up in line with recommendations of the Public Accounts Committee and

Report ol'the Auditor-Generul on the Financial Statements of'Kenya Locul Louns Support Fund frtr the Yeur Ended 30

June 2018

Promoting Accountobilitv in the Public Sector



further instructions issued by the Nationa! Treasury that al! dormant funds are to be wound
up. However, the process had not been completed as at 30 June 2018.

Material Uncertainty Related to Going Concern/Sustainability of Services

The Fund has been recommended for winding up and the process is ongoing. The Fund
will be wound after the Task Force responsible for the process has concluded the
verification.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no Key Audit Matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC RESOURCES

Gonclusion
I do not express a conclusion on the lawfulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance of
the matters described in the Basis for [Conclusion on Lawfulness and Effectiveness in Use
of Public Resources/ Disclaimer of Opinionl section of my report, I have not been able to
obtain sufficient appropriate audit evidence to provide a basis for my audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

I do not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7 (1) (a) of the Public Audit Act, 2015. Because of
the significance of the matters described in the Basis for [Conclusion of lnternal Controls,
Risk Management and Governance /Disclaimer of Opinionl section of my report, I have not
been able to obtain sufficient appropriate audit evidence to provide a basis for my audit
conclusion.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for such interna! control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

ln preparing the financial statements, management is responsible for assessing the Fund's
ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the going concern basis of accounting unless the

June 2018
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management either intends to liquidate the Fund or to cease operations, or have no
realistic alternative but to do so.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect a

material misstatement and weakness when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of the Fund's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management's use of the sustainability of
services basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant
doubt on the Fund's ability to continue as a going concern or to sustain its services. lf I

conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or

Report ol the Altditor-Oeneral on the l'tnanctal Statements ol Kenya Locdl Lodns support
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conditions may cause the Fund to cease to continue as a going concern or to sustain
its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

a

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances.

I communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

27 December 2018

June 2018
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KENYA LOCAL LOANS SUPPORT FUNI)
Reports and Financial Statements
For the year ended June 30,2018 (Kshs)

ry. STATEMENT OF RECEIPTS AND PAYMENTS

The accoufting policies and explanaitory notes to these financial statements form an integral part of the

financial statements.

financial statements were approved and signed by the

2018.

DR. KAMAU
\tYW

LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

Principal SecretalY

RECEIPTS

Exchequer releases

TOTAL RECEIPTS

PAYMENTS

Payments - RedemPtion of stocks

TOTAL PAYMENTS

SURPLUS/DEFICIT

Note 2017-2018
Kshs

Ioto-zon
IGhs

2

0 0

0 0

0 0

0 0

0 0
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KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30, 2018 (Kshs)

V. STATEMENT OF FINANCIAL ASSETS

The accounting policies and explanatory notes to these financial statements form an integral part of the

financial statements.

DR. KAMAU
\tygw

LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

Principal

Note 2017-2018
Kshs

2016-2017
Kshs

FINANCIAL ASSETS

Cash and Cash Equivalents
Bank Balances

Cash Balances

TotalCash and cash equivalent
lnvestment at cost (CSFC)

Accrued interest yet to be received

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES

Accounts Payables - DePosits and

retentions

NET FINANCIAL ASSETS

REPRESENTED BY

Fund balance b/fwd

Surplus/Deficit for the Year

NET FIN ANCIAL POSSI'IION

4

3(i)
3(ii)

5,000,000.00
0

5,000,000.00
0

5,000,000.00
10,410,373.50
71.595,406.15

5,000,000.00
10,410,373.50
71,595,406.l5

87,005,779.65 87 719.65

0 0

87,005,779,65 779.6587

87,005,779.65
0

87 ,005,779.65
0

87,005,779.65 87 779.65
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KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30, 2018 (Kshs)

vI. STATEMENT OF CASHFLOW

The Kenya Local Loans Fund financial statements were approved and signed by the

Accounting Officer on 20t8.

DR. U THU

tttiffi
LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

Principal Secretary

Note 20r7-20t8 2016-2017
RESTATED

KshsKshs

Receipts for operating income

Exchequer Releases

Payments

Adjusted for:

Net cash flow from operating activities

Cash flow from Borrowing activities

Net cash flow from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENT

Cash and cash equivalent at BEGINNING of the year

Cash and cash equivalent at END of the

2

5

0

0

0

0

0

0

5,000,000.00

0

0

0

0

0

0

5 000 .00

5,0005,000,000.00
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KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30, 2018 (Kshs)

I

VIII. SIGNIFICANTACCOTINTINGPOLICIES

The principle accounting policies adopted in the preparation of these financial statements are set

out below:

Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with and comply with

International public Sector Accounting Standards (IPSAS) with particular emphasis on Cash

Basis Financial Reporting under the Cash Basis of Accounting and applicable govemment

legislations and regulatiois. The financial statements comply with and conform to the form

oipresentation preicribed by the Public Sector Accounting Standards Board of Kenya'

The financial statements are presented in Kenya Shillings, which is the functional and

reporting currency of'the entiiy. The accounting policies adopted have been consistently

applied to all the years presented.

The financial statements have been prepared on the cash basis following the Government's

standard chart of accounts.

2.

3

4.

Recognition of revenue and expenses

The Jntity-qecognises alt revenuls from the various sources when the event occurs and the

retated cash has actually been received by the entity. In addition, the entity recognises all

expenses when the.u"ni o".rrs and the reiated cash has actually been paid out by the entity'

In-kind contributions
In-kind contributions are donations that are made to the entity in the form of actual goods

and/or services rather than in money or cash terms. These donations may include vehicles,

equipment or personnel services. where the financial value received for in-kind

contributions can be reliably determined, the entity includes such value in the statement of

receipts and payments both as revenue and as an expense in equal and opposite amounts;

otherwise, the contribution is not recorded.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investinents with an original maturity of three months or less' which

are readily-convertible to known amounts ofiash and are subject to insignificant risk of

changes in value. Bank account balances include amounts held at the Central Bank of Kenya

and at various commercial banks at the end of the financial year.

t7
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KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30,2018 (IGhs)

5. Accounts Receivable
For the purposes of these financial statements, imprests and advances to authorised public

officers and/or institutions which were not surrendered or accounted for at the end of the

financial year is treated as receivables. This is in recognition of the government practice

where the imprest payments are recognized as expenditure when fully accounted for by the

imprest or AIE holders. This is an enhancement to the cash accounting policy. Other

accounts receivables are disclosed in the financial statements.

Accounts Payable
For the purplr., of these financial statements, deposits and retentions held on behalf of
third partiei has been recognized as accounts payables. This is in recognition of the

government practice of retaining a portion of contracted services and works pending

Iulfilment of obligations by the contractor and to hold deposits on behalf of third parties.

This is an enhancement to the cash accounting policy adopted by National Government

Ministries and agencies. Other Iiabilities including pending bills are disclosed in the

financial statements.

Non-current assets

Non-current assets are expensed at the time of acquisition while disposal proceeds are

recognized as receipts at the time of disposal. However, the acquisitions and disposals are

refleited in the entity fixed asset register a summary of which is provided as a memorandum

to these financial statements.

Pending bills
pendinf bills consist of unpaid liabilities at the end ol the financial year arising from

contracied goods or services during the year or in past years. As pending bills do not involve

the paymenl of cash in the rep'rting period, they are recorded as 'memorandum' or 'off-

balance' items to provide u rrnr. of the overall net cash position of the entity at the end of

the year. Pending bill form a first charge to the subsequent year budget and when they are

Rnaity settled, ,ulh puyr.nts are included in the statement of receipts and payments in the

year in which the payments are made.

7

8.

9. Budget
The 

-budget is developed on the same accounting basis (cash basis), the same accounts

classification basis, and for the same period as the financial statements. The entity's budget

was approved as required by Law and as detailed in the Covernment of Kenya Budget

printed Estimates. A high-level assessment of the entity's actual performance against the

comparable budget for tIe financial year under review has been included in these financial

statements (Summary statement of appropriation).

l8





KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30r 2018 (Kshs)

10. Comparative figures
Where n.cmsurf comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

ll. Subsequent events
Events subsequent to submission of the financial year end financial statements to the

Nationat Treasury and other stakeholders with a significant impact on the financial

statements may be adjusted with the conculrence ofNational Treasury.

t9





KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30,2018 (Kshs)

Ix. NOTES TO THE FINANCIAL STATEMENTS

I EXCHQUERRELEASES

20t7 -2018
Ksh.

2016 - 2017
Ksh.

Payments for Redemption of stocks 0 0

0 0

3 Account Receivables

2017 -2018
Kshs

2016 - 2017
Kshs

(i) lnvestment at cost (CSFC)

(ii) Accrued lnterest

10,410,373.55

7l,595,406.15

I 0,410,373.55

7 t ,595,406.15

Total 82.005.779.65 82,005,779,65

4 Bank Accounts

2

2017 -2018 2016 - 2017

Kshs Kshs

Total Exch r Releases for arter 1 0 0

0Total Ex r Releases for 2 0

Total Ex r Releases for arter 3 0 0

Total Exche r Releases for quarter 4 0 0

Total 0 0

Name of Bank,
Account No. &
currency

Amount in
bank
account
currency

Indicate
whether
recurrent

Exch. rate
(if in
foreign
currency) 20t7 -2018 2016 - 2017

Kshs Kshs

Central Bank of
Kenya, Account
No.1000182137 Deposit N/A 5,000,000.00 s.000,000.00

Total 5.000,000.00 5.000,000.00

20
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KENYA LOCAL LOANS SUPPORT FUND
Reports and Financial Statements
For the year ended June 30,2018 (Kshs)

X. PROGRESS ON FOLLOW T'P OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments

that were prouid.d to the auditor. We have nominated focal persons to resolve the various issues

as shown Lelow with the associated time frame within which we expect the issues to be resolved.

Timeframe:
(Put a date
when you
expect the
issue to be

Un-supported
Balances

Progress report on winding
up of the fund was

Not
resclved

On going

On going

Uwnvr
LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

3
Winding up of
the Fund. ided for audit.

DR. KAMAU

Status:
(Resolved

/ Not
Resolved)

Focal Point
person to

resolve the
issue (Name

and
desisnation)

Management comments
Issue /
Observations
from Auditor

Reference
No. on

the
external

audit
Report

The balances reflected irl

the statement are old
balances that have been

carried in the books
pending completion of the

winding up process of the

fund.
The on.ly available record.is
prior year ledgers and

statements.

Not
resolved
since
redemptio
n of Ksh.
6,385,300,
00 has not
been

confirmed

Redemption proceeds for
stocks amounting to Ksh.

4,045,400.00 are with
Central Bank of KenYa.

Balance of Ksh.

6,385,300.00 not Yet traced

2

Failure to
Redeem
Stocks

Principal Secretary
CBS

2l
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PUBLIC DEBT MANAGEMENT OFFICE

BRIEF ON KENYA LOCAT LOANS SUPPORT FUND

Estabtishment of the Fund

The Kenya Local Loans Support Fund was established in 1948 under The Local Loans Act Cap 248 of

1948 and repealed and applied under lnternal Loans Act Cap 420 of 1955.

ObJectlve of the Fund were:

1. To facilitate registration of Kenya Stocks

2. To facilitate issue, transfer, conversion and replacement of Bonds and Stocks,

3. To facilitate payment of interest and redemption of Stocks'

Admlnlstration of the Fund

The Administrator of fund is the Cabinet Secretary, The National Treasury who has delegated the

responsibility to the Principal Secretary.

Money would be transferred from the Consolidated Fund to Local Loans Support Fund and utilized

on the fund objectives highlighted above.

Status of the Fund

o The bank balance as at 30th Jun e,2Ot7 is Kshs. 5,0OO,OOO

o lnvestment at cost is Kshs. 10,41'0,373.50

lnvestment at cost is Kshs. 10,4L0,373.50 of which Kshs 4,045,400 is still held in the sundry creditors

account in C.B.K. as confirmed vide C.B.K. Letter referenced MO & DM - Settlements dated 15'h

April, 2016. The National Treasury wrote to C.B'K. vide letter referenced DMD 4146"L" dated 3'd

May, 2018 seeking payment of Kshs. 4,045,400'00. A rerninder referenced DMD 4146"L" dated 14'h

August, 2018 was delivered to the bank.

Kenya Stocks amountingto Kshs. 6,3U,g73.5O have nil balances in C'B.K. books indicatingthatthey

were redeemed and paid in full. The bank was requested to provide information on the redemption

dates to facilitate tracing and accounting for the redemption proceeds.

'' . The reported accrued interest is Kshs. 71,595,406'15

Recommendation.

The fund was operated since independence alongside the Sinking Fund for redemption of Kenya

stocks upto financial year 7994/95. The fund balance of Kshs. 87,005,77g'65 as at 30'h June, 2010 has

remained unchanged to-date. lt is therefore recommend that the Task force committee may

consider and initiate winding up of the fund since it is dormant'




