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PREFACE
Mr. Speaker Sir,

On behalf of the Members of the Public Investments Committee' I beg to

move the adoption of the Twelfth Report of the Committee on the Annual

Reports and Accounts of State Corporations'

MANDATE

The Public lnvestments Committee is a Select Committee established

under Standing Order No. 148 as follows:

148 (1) There shall be a Select Committee to be designated the Public . '.
Investments Committee for the examination of the working of the public

i.ru."trn.rrt". The Public Investments Committee shall consist of a

Chairman who shall be a Member who does not belong to the

;;;;;*,y parry which is the ruling partv and not more than ten
'M.mber= *frt "frrti 

be nominated by thl House Business Committee to

..n.., ttt" relative majorities of the seats held by each of the parliamentary

parties in the National AssemblY'

Provided that the ruling party shall have a majority of not more than two'

(2) The Public Investments Committee shall elect its own Chairman'

(3) The Chairman and four other Members of the Public Investments

Committee shall constitute a quorum'

(4) In the absence of the Chairman, a Member designated by him. shall

take the chair and in their absence the Members present shall elect

one of them to act in his stead'

(5) The functions of the Public Investments Committee shall be:

la) to examlne the reports and accounts of the public
investments;

(bl to examlne the reports, if a,ny,-of the Controller and
Auditor Gi'eneral on the public investments; and

(bl to examine, ln the context of the autonomy and efliciency
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of the public investments, whether the allairs of thepubllc investments are being managed lrr accordance with
sound business principles and prudent commercial
practices:

Provtded that the pubric Investments committee shalr not examine orlnvestigate any of the following, namely:

(il matters of mqior Govcrnment policy as distinct from businesgor commerclal functions of the public investments;

(u)

(iill

Eatters of day-to-day adainistration; and

matters for the coneideration of which machinery is establishedby any special statute under which a particular publiclnvestment is established

The procedure of a Select committee and other rerated matters thereto iscovered. under Standing Orders Nos. I 5 I _ 162. The Committe. h^" po*".]under the provisions of the National Assembly feo*.." and privileges) Act(."1ga6t, the State Corporations Act (Cap.446) ..,a tn. Exchequer 
".,? 

iraliAct (Cap 4121, to summon witnesses and receive evidence.

The Committee consisted of the following Members:

T. 19".J.ts.N. Muturi, M.p. (Chairmanf*The Hon. Henry Obwocha, M.p.
The Hon. Wafula Wamunyinyi, M.p.
The Hon. Gor Sungu, M.p.
The Hon. Sammy Weya, M.p.
The Hon. K.M. Sang, M.p.
The Hon. Wycliffe A. Oparanya, M.p.
The Hon. Ali Bahari, M.p.
The Hon. Otieno Kajwang, M.p.*The Hon. Maina Kamanda, M.p.*The Hon. Muhamud Abdi Mohamed, M.p.

*The Hon. Muhamud Abdi Mohamed, Mp, the Hon. Henry Obwocha, Mpand the Hon. Maina Kamanda, rvip 
".r""a Ueing mlmber" oi'il;Committee on 3ott June, 20O4 upon being appointed a Minister andAssistant Ministers respectively.
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PROCEEDIN GS

The committee which was constituted at the commencement of the
Second session of the Ninth parliament, held sixty sittings in which it
closely examined the audited accounts of state io.por"iiorr" and the
R€ports thereon by the controller and Auditor-General. The committee
also undertook a tour of the Kenya ports Authority to appraise itserf onthe alleged refurbishment and exlension of the Kiievu Hiadquarters as
raised in the report of the Controller and Auditor General.

In its endeavour to improve its effectiveness in exercising its oversightfunction, the committee visited the parliament of the pedeial neputtic'tt
Germany with the objective of appraising itserf on ttre operations ofcommittees, mainly its equivarent committee and implementation
mechanisms of reports of such a committee, further familiarise itserf withprivatization mechanisms of public investments and public investments
111o-tion techniques in the Federal Republic of Germany. Of p".".""rr.,t
rmportance to the Committee was to gather information on the process ofimplementation of Committee reporis and what avenues of follow_upwere available.
The minutes of the Committee are hereto annex ed, as appendii A andcopies of the HANSARD REpoRT have been ptacea in itie p".ir;rr*",
Library.

The Implementation Status of the Eleventh Report has been published
separately as volume II and titled rreasury Memorandum which will bediscussed together with this Report.

In conducting retrospective inquiry into whether or not the affairs of thepublic investments were -".riged in accordance with sound businessprinciples and commercial practices, the committee heard 
""a ..""i".aboth oral and written evidince from chief Executives of various Statecorporations and other relevant witnesses. The recommendations on theissues raised by the controller and Auditor General will be found underappropriate paragraphs of the Report. The records of erlaence aJa"i.J,documents and notes received by the Committee form the basis of thecommittee observations and recommendations as outlined in the reporiand can be obtained in the HANSARD Reports of the committee avaitibiein the Parliament Library.

These observations and recommendations if taken into account andimplemented without fear or favour wili enhance 
"*"""l"tif iay,effectiveness, transparency, efficiency, prudent management and
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profitability in state corporations and the public investments sector as a

whole.

OBSERVATIONS

In examining the audited accounts of State Corporations.' the

Committee's primary upf.o"<:f' was to elicit background information as

to why particular aorl.". or courses of action were not taken' keeping in

view the relevant fi.,u.,.i^i ma.,.g.-..,, principles and regulations This

is the foundation of the CommittJe's obsirvations and recommendations'

As a watchdog of the public on the management of State Corporations'

the role of this corn*itt.. i" to t''t'-ttt that integrity; high ethical

"t..ra^.a" 
and productive efficiency are maintained in public investment'

Of great concern to the Committee u'as the abdication of duties and

obligations by the gor.a"- oi Directors of State Corporations' The

majEdty of incidents of mismanagement arrd imprudent investments

*.i" pi""ia"a over by the Board MJmbers who may have been oblivious

of some of the goings-on in the Corporations'

Unless these Corporations are run in the interest of the public' they

would have no reason to .*lst and continue drawing exchequer issues' .lt
i"-tt.r.ro.., the duty of the Committee and the Kenyan public at large to

""f.g""tJ 
.nd ,,pt oia the public interest in State Corporations. This can

;;.ly. be done with au. iegara to sound business principles in the

management of public institutions and assets'

Below is a Summary of the Committee's observations on the operations

and management of various State Corporations'

1 CONSULTANCY FEES

The committee noted with concern that some corporations continued to

i;;"; h"g. sums of money on consultancy .fees on projects that were

started without p.op.. pt.."'ing and feasibility studies and which have

since been abandoned. iire Committee further noted that the drawing

"p..rn.",1o"" 
for such consultancies are obsolete and new ones would

have to be done were such projects to be revived'

For example, in the Accounts for the financial year 1998199' the Kenya

Ports Auihority incurred Kshs'504,000,O00 in respect of consultancy

services for the extension and refurbishment of its headquarters' at

[j;.; i. M"mbasa. 'ftre project was initiated in 1994 but abandoned in

i9G. In i998/99 n"",i"l"i year, the National Social Security Fund
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(NSSF) spent a total of Kshs.67O, O47,O94 on consultation fees for

p.oje.is conceived on parcels of land bought at various locations in the

.or.,.rt.y and which were later abandoned bet'*'een 1996 and1999'

The committee observed that had proper feasibility studies been carried

or-r, "or..., of funding identified, the stated public funds would not have

gone to waste.

The Committee recommends that proper feasibility studies must be

carrled out and sources of fundtng identified before any project is
initiated, designed and Consultants commissioned'

2 PROCUREMENT OF GOODS AND SERVICES AND AWARD OF

TENDERS

The Committee observed with concern that despite Government

Regulations meant to streamline procurement and tendering procedures

ceiain Corporations have coniinued to flout laid down financial
reguiations i., p.o.r."-.r-rt of goods and services and award of tenders

with impunity.

Forexample,intheAccountsoftggslggflnancialyearKenyatta
National Hospital awarded, on a selective basis a contract to M/s'
Nelliwa Buildirs and Construction Company to rehabilitate and extend

Registrars, Sisters' flats, sisters Mess and Histophatholory Laboratory
for-a sum of Kshs.383,8O0,OO0 and further made irregular payments to

thecontractoramountingtoKshs.5T,5To,000beforethecontractor
moved to site. To date the project has not been completed'

The Committee observed that the Public Procurement Complaints Review

and Appeals Board should mete out punitive measures as provided for in
the Regulations to serve as deterrents to officers who have flagrantly
continued to breach the said regulations.

The Committee noted that notwithstanding that the office of the

Inspector General (state corporations), has representation in the Boards

of State Corporations, they appear not to proactively notice and report
the irregularities committed by various Parastatals especially in
Procurement of Goods and Services.

The Committee recommends that the Inspector General
Corporationst must carry out hls dutles as specified in the

On the other hand, the
irregularly awarded six
bidders \n rhe 1996197
Kshs.36,607,5O7.

management of the Kenya Airports Authority
tenders to contractors other than the lowest
financial year thereby occasioning a loss of

(State
State

l
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Corporatlona Act (Cap 4461 to curb abuse of office and flouting of
flnancial regulatlons wlth regard to procurement procedures aud
award of tenders.

3. IMPLEMEI{TATION OF TREASURY MEMORANDUM

The Committee was concerned that in the past the Government did not
seem to take Committee's recommendations seriousiy and that responses
contained in most Treasury memoranda were vague.

The Committee recommends that the Permanent Secretary,
Treasury should enaure that Committee's recommendatlons are
implemented as adopted by Parliament.

4. NON.ADHEREITCE TO TREASURY CIRCULARS

The Committee expressed concern that many State Corporations had in
the past flouted Treasury and other Government circulars with impunity.
The Committee noted in particular that few Corporations, if any were
aware of the Treasury's circular No. 3/2003 of January 2003 requiring
State Corporations to submit quarterly Performance Reports to their
parent ministries and the Treasury.

The Committee further noted that sanctions have been provided for in
the Anti-Corruption and Economic Crimes Act and the public Officer
Ethics Act for officers who breach circulars.

The Commlttee recommends that the Treasury Circulars
from time to time be published as Financial Orders
Subsidiary Legislation to enhance their enforceability.

The Committee noted with concern that some financially healthy
Parastatals had not been declaring dividends to shareholders including
to the Government as required by the State Corporations Act (Cap 446)
and that instead the Corporations engage in unplanned and unbudgeted
grandiose projects which end up being white elephants.

igeued
and/or

The Committee further recommends that the Treasury and other
government agencies should ensure that Chief Executives of State
Corporations comply wlth the Law and the Treasury Circulars and
that those who flout them ehould be dealt with in accordance with
the Law.

5. DTVIDEND S BY STATE CORPORATIONS

I
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The conmlttee recommendc thet state corporatrons rhould dcc{rredtvldends and that the Mrnreter for Frnaice should enaure that
!"rpt": Eoneys from State Corporatlona it pald lnto thcConeolldatod Fund wlthout fallure purruant to prlvlalon: of thc
StatG Corporatlons Act, Cap 446.

The committee observed with concern that the Government had divestedfrom certain Corporations in unsatisfactory manner. Of great concern igthe, alleged dilution of Government Shaieholding in tile X""y" S."aCompany, a strategic Corporation.

'The committee further observed that Government intention to divestfrom the Kenya Wine Agency and the Ken-Gen is unclear arra uague, 
"narisk sacrificing public interest.

The Cornnlttee rcconmendr that the Treaeuty colrer up rlth aclcar-cut policy for dlveatlng from gtate Corporatlonr.

6. DILUTIOTT OF OLDIt{G

7. wRoI{G ACCOUNTIN G PROCEDT'RES/ CAsH.IN.TRA.ITSIT

The committee noted with concern that accounts of various stateCorporations were not up to internationally acceptable Standards.Taking for instance Accounts and Report for Nitional H."pit"r 1"""r""""Fund for the year l99Z l9g which were disclaimed by ttre ControU., arraAuditor General due to wrong accounting procedures, it *a" euia..ri tt atsome Srate Corporations did not .."og.ir" the impoitan". 
"i ;;;j;;;ginternational accounting procedures a"- a., u."oarrrting tool.

Further, the Committee was gravely concemed by frequent occurrence ofunexplained Cash-in-Transit in the accounts tf various StateCorporations. It was noted that this was due to lack of p.op". ;;kreconciliations by various State Corporations.

Thc Conmlttce rccommeads that the Chtcf Erecudver ehouldGo"urc that lnternatlonal accoun,ng etandarde are .;pi;y;-;;aalatslned ln State CorporaHons.

Tho comnrttee further reconmendg that the chref &rccutlves ofstatc corporatrons ehourd enaure tuai t"it reconcfia*ona arecarrled out by end of flnancial year and that etatemente are avalledto audltorr for verlflcatlon on tihe.

(xi)



8. IUPREATA

The committee noted with concern that Imprests facility was frequently
abused by chief Executives and employees of state corporations. Thil
was cleariy evident as most imprests remain un-surrendered to date and

oflicers continued to be given imprests before surrendering the previous

ones.

This resulted in huge losses that would have been avoided had stringent
rrieasures{rcen emploYed.

'Tho coraulttoc ascotltrends that the chlef Enecutlvec should put
ln plecc mcarurer to Gnsure that lmpreat faclllty la not abuaed aad
tt"l *f." govG.lng lerusncc and aurrender of lmpreeta are adherod
to.

9 coN N

The committee wished to record its appreciation for the services

rendered by the stalf of tl.e National Assembly, National Audit office, the
Inspector General (State Corporations) and the Department of
Government Investmbnts and Public Enterprises of the Treasury'

Their commitment and dedication to duty made the work of the

Committee and production of this Report possible.

(HOrf. J. B. If. , MPI

AIGNED...

t

D4TE....... A.#.:.*PT,em+
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KENYA AIRPORTS AUTHORITY

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF KENYA AIRPORTS AUTHORITY FOR THE YEAR ENDED 30
JUNE 1997

1. ACCURACYOFTHEACCOUNTS

In my report for the previous year, I indicated that the Accounts for that year
contained numerous adjustments which were not supported and which
affected the accuracy of those Accounts. The Accounts now under audit
similarly contain opening balances, which have been materially adjusted
without supporting documents. There were aiso other material adjustments
made during the year which could not be vouched due to lack of similar
supporting documents. In particular, the reconciled Cash and Bank balance,
w'hich had been adjusted n'ithout supporting documents from
Kshs.417,076,957 to Kshs.49,98O,301 as ar 30 June, 1996 was brought
lorward as opening balance for the year 7996/97 as Kshs.36,335,00O. Apart
from the fact that the difference of Ksh. 13,645,30 1 previously reported was not
adequately explained, the latter difference of Ksh. i65,945 has also not been
explained. The Cash Book as at 30 June, 1997 reflected net overdrawn
balance of Ksh.101,337,759 while the amount reflected in the Balance Sheet
was only Kshs.7,2O0,000, thereby resulting in another difference of
Ksh.108,537,759. The Bank reconciliation for the Head Office cash book
reflected an overdraft of Ksh. 1O,460,914 which was subsequently revised to an
overdraft of Ksh.5,7 42 ,3 1 I which was, however, not reflected in the Balance
Sheet as at 30 June 1997. The Accounts also reflect a Suspense Account of
Kshs.12,1O3,980 which was charged to debtors but which apparently
represents a balancing figure. Numerous adjustments were made in the
Accounts without supporting documents with others being made without
double entry. As in the previous year and in the absence of supporting
documents, it is not possible to determine to what extent these unsupported
adjustments have affected the accuracy of the Authority's Accounts for the year
ended 30 June, 1997.

The Committee heard the evidence given by the Chief Executive that the
accounts for the year under review contained rtumerous adjustments
which were not supported and which allected the accuracy of the
accouDts and that opening balances were materially adjusted without
supporting documents.

The Committee was concerned about the numerous adjustments which
could not be supported due to lack of supporting documents.



The commlttee recommends that the chief Executive should ensure that
thcAccountsareproperlymalntalnedandreconciledandthatall
supportlng documenls are avalled to the Controller and Auditor General.

fnI Comttttee further recommende that the Suspense Account is

During the year 1996lgT , the Authority carried out further surveys of its land

on forlr of-its Airports that had not been surveyed in the previous year.

Records show that some 972.36 ha. of the originai land previously handed over

to the Authority by Government at the Authority's inception was sub-sequently

carved out and allocated to individuals during the survey exercise as follows:-

atralyzed.

2. SURVEY OF AIRPORTS

Alrport Orlginal
Slze ofLand
lHectaree)

Malindi
Eldoret
Kisumu
Ukunda

382.00
525.99
500.00

50.0

L457.99

Size of Land
alter Survey
aa per Title
Deed

100.60
137.29
207.93

39.81

485.63

Land calred out

(Hectareaf

28r.40
388.70
292.O7

20.19

972.36

While the land carved out represents about 670/o of the total land originally
taken over by the Authority from the Government, the Authority has not,

however, given adequate explanation as to whom and with what entitlement
the missirig land miasuri n[ eZZ.eO hectares was disposed off. Without such

explanatiori it is not po-ssible to confirm that the value of land of

Kshs.S,313,20O,OOO shown on the Balance Sheet as at 30 June, 1997 presents

the correct value of land allocated to the Authoriry by Government at its
inception. Further the Balance Sheet fixed assets figure of Ksh' t 8,351,420'000

^" 
,t 30 June 1997 includes Ksh.622,463,366 being the value of the original

land measuri ng 674.57 ha. which, as previously reported, was carved. out in
the previous yJar. The Authority's lixed assets are therefore, overstated to the

extent of the value of the tolal land no longer owned by the Authority
measuring 1,646.93 hectares. In addition, the value of furniture for the Head

Oflice ani jomo Kenyatta International Airport were itemised and valued

during the valuation exercise while furniture and equipment at af I other

airporis were lumped together and given a value of Ksh'23,466,08O but
witirout a breakdown being provided by the Vaiuers The assets were'

therefore, not valued in accoidance with the contractual agreement, which
required all assets to be valued on an individual basis'

2



The Committee heard the evidence given by the Chlef Executlve and was
lnformed that some 972.36 hectares of the orlglnal land previouely
handed over to the Authorlty was subsequently carved out and allocated
to private developers as followe:

Airport Land Cared Out (Hectaresl

Mallndl
Eldoret
Klsumu
Ukunda

281.40
388.70
292.O7

ro.19
Totsl972.36

The Committee further heard that:

(tt due to theee lllegal allocations it has not been poasible to conflrm
that the value of land of Kahs.5,333,2OO,OOO shown on the balance
sheet as at 3otn June 1997 represcnts the correct value of land
owned by the Authority.

lii) the Authority carrled out sunrey on its land ln 1997 and lt was
found out that tt wae much less than orlglnally estlmated ln the
Part Devblopment Plan (PDP| .

(iiil the Commisgioner of Lands purported to retaln controll
adlrrinlstration and power to allocate the Alrport land before the
Authority surveyed it. Consequently the Commigsloner of Lands
purported to allocate the resered and vested airport land wlthout
consulting the Authority.

(ivl the valuation ofthe land before sunrey ofthe actual land by the
Authority resulted in valuation of excess land leadlng to payment of
exceaa valuation fees of Kshs,1,428,358 to Glmco Valuers Llmlted.

(vl the Commisaioner of Lands a[ocated the following parcels of land8,
some of which are on the flight path, and reserved for Alrports
development to private developers: -

LR No. Name of Allote
9042l3tO A,K.Magugu & Partner
9042l3OA Nandler Farms Limited
90,42122A B.W.Macharia
90421603 KoJpa Motors
90,42l3t3,9O42l3ts Homegrown (Kl Limited

3



&9O42lL7O
9042l2At Makindu Growers & Parkers Limited
90,421292 adrant Limited
90,421295 oAn
904213O5 Mark First K Limited
Un surveyed plot 3Ka s Beau cli ue
LR 15142 s bird Executive Safaris
9O42l4S &9042146 NAS Ai ort Services
90,421231 s inon Car Centre
9042lSaS African Alrllnes
LR.2L69Ol2
LR.21690/3
LR.2|69Ol4
LR.2r690l5

Amarjit Stngh Virdi

24927 Dahase Investment
24349 Kanea Falle Ltd
90,42147 Isaac Mutuma

Ann Nyakari
Rachel Muthoni Nyaga
M Ann Ku u

LR,.24092 Manchester Outfi tters Limited
90,421633 Iaaac Mutuma

Anne Nyokabi
Rachel Muthoni Nyaga
Ma Ann Kun tu

90,421228, Justin Gachuru Njuguna
Oscar Macharia

eo42l3,o4
90,421222

Mechanized Cargo System
Kenya Re.

90,4213O3 Pro ert Priorit Limited
9O42lLOL Cauarian Holdinga Limited

Caltex
9042l3OA Namdhari Farms Limited
15129
90,4217

Mumbu Hol Limited
Kenya Airways

9042l20 Kenya Airways
9042l2l Kenya Airways
9O4rl22 Kenya Airways

EMBAI(ASI VILLAGE

90,421231 tR..
57427
90,421232 tR.
57429

Julius Monzi Muia

4



90421233 tR.
57830
90,421234 lR.
s7a28
90,42167A rR.
80230

90,42123O
9o42 229

NAME
East African Safari Air (thts
parcel oJ land was allenated
rom the Al ort A ro

Cleodhusrt Limited/Ballon
Safaris Ltd.
Uchumi Su rmarkete

OWNERS
Chanzu Enterprises
Limited
Box 47O89 Nairobi
Bancroft Properties
Box 11880 Nairobi
Monzl Muia
Box 39738,Nairobi
Kobil, Total & Agip
Petroleum Dealers
Box 3OO61 Nairobl

JOMO KENTATTA INTERNATIONAL AIRPORT

eo42l96

John Muriithi Gachugo

Julius Monzl Muia

Charles Ayako Nyachae

Kenya Ainrays

WILSON AIRPLTIT

LR. OR IR. NUMBER
LR 2O9l 11s9s

LR. 13405

2O9lL2s93

9042l2As

90,421231

9042154

I

9042153 Church

LR. NO.

9042l3OOPinnacle Development
Limited &
Ranco Investment Box
7S2OO, Nairobi

90,4213,O7trIoni VeglFruit Importers
& Exporters Ltd, Box
52115, Nairobi

90,42129tOserian Development
Company Ltd,
Box 43334O, I{airobi

9042l2aOOserian Development
Company Ltd,
Box 43334O, Nairobi

5



Fisher Vegpro (three floors)
Box 44286, Nairobi
Shalimar Flowers (K) Ltd. 90421L77
Box49125 Nairobi
Makindu Growers &
Packers Ltd.

90421282

Box 45308 Nairobi
Surreshchedra Raichand
Shah & Minarshri Sresh
Minarshri,
Box 1O199,
Nairobi

LR. NO.

904212A4

904212a3

JOMO KEMYATTA INTERNATIONAL AIRPORT

PROPRIETOR RECOMMENDATION
BY THE KAA

L.R.2O9l9O9t Shutter
Development
Bolr27794, Nairobi

Should be
repossessed for
future Airport
develo ment.

L.R.2O9l9O97 E. Kiplagat & Others Plot in the llight
Path.
No construction
allowed.
Plot not developed
and should be
repossessed

L.R.2O9|9O9A Kazirun Enterprises,
Box 56151, Nairobi

Plot in the flight
Path.
No constructlon
allowed.
Plot not developed
and should be
repossessed

L.R. 2O9l9186 N. C. Barti Ltd. PIot in the flight
path.
No construction
allowed.
Plot not developed
and should be
reposseslred

L.R.2O9l9tA7 Caroline Tipis,
Box 3O9, Narok

Plot in the flight
path.
No construction
allowed.

I
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L.R.2O9l9L99 E. Ngeyo,
Box 19882, Nairobi

Plot not developed
and should be
re ossessed
Plot in the flight
path.
No construction
allowed.
Plot not developed
and should be
re ossessed
The Ministry to
report.
Already constructed.
Plot in the flight
path.
Recommended that
the plot be
repossessed and the
existing structure be
demolished.

t".R.2O9124088 Ministry of Lands &
Settlement

L.R.2O9124092 Manchester
Outfitters

WILSON AIRPORT

Repossess

The following plots were also hived out of the Airport land:

Plot in the flight
path.
No construction
allowed. Plot not
developed and
should be
repossessed.
The fence should be
demolished

L.R NO. PROPRIETOR RECOMMENDATION
L.R.2O9lr29OA PAMSO Enterprises

Ltd.
Box 72622, Itairobi
Acreage 4.8 Ha.
lMitumba Villasel

L.R NO. PROPRIETOR
2O9125,469 Mungas Villas Ltd.
2O9l2S47O Winer Services
2O912547L Kenchora Bros Ltd.
2O9125472 Lelabi Ventures

1



2O9125,473

2O9125474

2O9125475
2O9125476

2O9125477

Henry Muesermate (Shalfa
Holdin Ltd
Stephen Odinga,
Box 66925, Nairobi (Shalfa
Holdin s
Kolimo Ltd.
Ministry of Lands & Settlement
to re ort

Rexton Ente rlses

MOI INTERNATIONAL AIRPORT

AREA

2.5o.2IJa

1.61 Ha

O.6993 Ha

REGISTERED
OWNER

DATE OF
REGISTRATION

Not available Not available

I Zakhem Const. 3otb July 1992
(K)

ALI BURROW
KORANE

26rH Nov, 1992

30rH NOV.1992

Not available

l3rll JAN.1991

I{o. 139 CR.
1997 13553
t{o. 5186 LT
37t4OO16323

L.R NO.

MN/V/374s
IDP ilO.2O3ssl
MN/V/374s
(DP
NO.L642721
},Nlvtl3746
cR 23456
NtNlvrl3747
(cR 2346s1

MN/Vr/3748
cR 23466

().6993 Ha JAMES
GICHOHI
NGARI

30rH NOV.1992

0.6993 Ha ALI MAHMOUD
SALIM

PLOT NO.
3665
(cR r9314/ r-
42Ol87l

3.692 Ha PAURAFCON
AGENCIES
LTD.
BOX 82017
MSA

MN/VI/3448 O.19 Ha ALI BIN
ABDURAHMAN
bin
Mohammed
Baisheikh

Portlon No.
Malindi

Maliadi 126 3714913534 Owner
Margaret Vlanjiru
Seed Fekih

Carla Nbertazz and
Marcello Piathi
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UKUNDA

LR - NOS.

L377
t376
1375
t374
1373
L372
1371
r370
1369
r368
L367
1366

OWNERS

Records not available
Records not available

KISUMU AIRPORT LANDPARCELC=206.09

NAME LR. or IR NUMBER
Individual People 38.67 Ha.
Indlvidual Peo le 18.19 Ha.
Not Allocated Vacant 98.32 Ha.
Indlvidual familles 5.96 Ha.
Coca-Cola 13.6 Ha.
Total L74,74 HA

The Comnlttce wa! lnformed that thc breakdown ln recpect of furalturc
and othcr cqulpmont at Mol Intornetlonal Alrport, Mombala, Mallndl and
Kleumu whlch had earller been lumped togethet and given a value of
Kshs.23,466,O8O has since been provided.

The Committee deplored the unsatisfactory rnanner in which the
Commissioner of Lands canred ott 972.36 hectares of land that had been
vested to the Authority vide Legal Notice No. 2O1 dated 7th June, 1994
and allocated to private developers wlthout consultlng the Authority and
that some of the plots are on flight path.

The Committee recommends that:

(i) the Chief Executive should use all means possible including
litigation to have the irregular allocation of the following parcels of
land belonging to the Authority nullilied:
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LR I{o.
90,42l3tO
90,42l3OA
90'42122e
90421603
9O42l3L3,9O42l3LS e,
90421r7O
9042lzar

Name of Nlotee
A.K.Ma & Partner
Nandier Farms Limited
B.W.Macharia
Ko a Motors
Homegrown (Kl Limited

Makindu Growers & Parkers Limited
uadrant Limited

An
Mark FirsL Eq_Limited
3Ka Beau Clini ue
s bird Executive Safaris
NAS Airport Services
si on Car Centre
African Airlines
Amarjit Singh Virdi

Dahase Investment
Kanea Falls Ltd
Isaac Mutuma
Ann Nyakari
Rachel Muthority Nyaga
M Ann Kun 'u

Isaac Mutuma
Anne Nyokabi
Rachel Muthoni Nyaga
Ma Ann K tu

Mechanized Car s steE
Ken Re.

Ken a Airsa
Ken Airqra
Ken Airwa

Airsra

lotUn surge ed

90,421292
90421295
904213O5

LR 15142
9o42l4s e90,42146
90,42123L

LR.2|69Ol2
LR.21690/3
LR.2L69Ol4
LR.2t690ls

9042lsa3

24927
243A9
9042147

LR,.24092 Mauchester Outfitters Limited
90421633

Justin Gachuru Njuguna
Oscar Macharia N u na

90421228

90,42 3()4
9o,42 222

Canarian Holdings Limited
Caltex

9042 303 Pro Limitede Priorit
90,421r0l

Mumbu Holdi Limited
90,4213O8

9042l20

15r.29
944217

Namdhari Farms Limited

9042l2t
9O4tl22 Ken
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9042/23r
9o42 232

tR.37827
IR. 57829

NAME
East African Safari Air lthls parcel
of land was alienated from the
Ai ort A ron

EMBAI(ASI VILLAGE

Julius Monzi Muie

WILSON AIRPORT

LR 2O9l11595

JOMO KENYATTA INTERNATIONAL AIRPORT

90421233 rR. s783O John Muriithi Gachugo
9042/234 rR. s7828 Julius Monzi Muia
9042/678 rR.8O23O Charles Ayako Nyachae
9042133 Church
9042123O
9042/229

Kenya Airways

LR. OR IR. NUMBER

Cleodhusrt Limited/ Ballon Safaris
Ltd.

LR. 13405

Uchumi Supermarkets 2O9lt2s93

OWNERS LR. NO.
Chanzu Enterprises Limited
Box 47O89,Nairobi

9042196

Bancroft Properties
Box 1 188O,Nairobi

90,4212A5

Monzi Muia
Box 39738,Nairobi

90,42123L

Kobil, Total & Agip Petroleum Dealers
Box 3OO6l,Nairobi
Pinaacle Development Limited &
Ranco Investment Box 752OO, Nairobi

904215,4

9042l3OO

Woni Veg/Fruit Importers & Exporters
Ltd, Box 52115, Nairobi

904213O7

Oserian Development Company Ltd,
Box 43334O, Nairobi

90,421291

9042lzaoOserian Development Company Ltd,
Box 433340, Nairobi
Fisher Vegpro (three floorsf
Box 44286, Nairobi

9042/2a4

Shalimar Flowers (Kl Ltd.
Box 4912S,Nairobi

90,421177

Makindu Growers & Packers Ltd.
Box 453O8, Nairobi

904212A2

Surreshchedra Raichand Shah & Minarshri
Sresh Minarshri,

9042/2A3

lt



Box 1O199,
Itlairobi

JOMO KENYATTA INTERNATIONAL AIRPORT

LR. NO. PROPRIETOR
L.R. 2O9l9O91 Shutter DevelopmenlBox 27 7 94, Nairobi
L.R.2O9l9O97 E. Kiplagat & Others
L.R. 2O9l9O98 Kazlrun Enterprises, Box 56151, Nalrobl
L.R.2O9l9186 N.C.Bartl Ltd.

L.R.2O9l9tA7 Caroline Tipis,Box 3O9, Narok
L.R.2O9l9L99
L.R.2O9|24OAA
L.R.209124092

E.N Box 19882 Nalrobl
Minist of Lands & Settlement
Manchester Outfitters

WILSON NRPORT
PROPRIETOR
PAMSO Enterprises Ltd Box 72622, Nairobi
Acrea 4.8 Ha. Mltumba Vil

L.R NO. PROPRIETOR
2o'9 25469 Mu Vlllas Ltd.
2o9 25470 Winer Senrices
2o9 25,471 Kenchora Bros Ltd.

Lelebi Venturee

MOI INTERNATIONAL NRPORT, MOMBASA

L.R NO.
L.R.2O9lt29OA

2O9125,472
2O9125473 Henry Mueaermate (Shalfa Holdinga

Ltdl
2O9126474 Stcphen Odlnga, Box 66925, Nalrobl

lShelfa Holdlnral
209 25475 Kolimo Ltd.
2O9125476 Unkaown
2O912s477 Rexton Enterprises

L.R I{O. AREA REGISTERED
owl{ER

DATE OF
REGISTRATION

NtNlvlsT4s
IDP ilO.203551

2.SO2Ha Not available Not available

MN/V/374s
(DP
NO.t642721

1.61 Ha Zakh'em Const.
(Kl

3Oth July 1992

NtNlvu3746
(cR 234s6)

O.6993 Ha ALI BURROW
KORANE

t2
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M,Nlvtl3747
lcR 2346s1

0.6993 Ha JAMES GICHOHI
NGARI

30rH NOV.1992

Mr{/vI/3748
cR 23466

O.6993 Ha ALI MAHMOUD
SALIM

30rH Nov.1992

PLOT NO.
3665
(cR 19314/1-
420 a7

3.692 Ha PAURAFCOI{
AGENCIES LTD.
BOX 82017 MSA

t{ot avallable

MN/vr/3448 O.19 Ha ALI 8IN
ABDURAHMAN
bia Mohammed
Baieheikh

13rH JAI{.1991

Portlon No.
Mallndi

Malindl 126 3714913534 Owner
Mar ret W lru

l{o. 139 CR.
1997l3ss3

Seed Feklh

No. 51a6 LT
3714OO163.23

Carla Albertazz alod
Marcello Piathl

UKUNDA

LR. NOS. OWNERS

Records not avallable
Recordg not available

1378
t377
1376
1375
L374
tg72
ts72
1370
1369
1369
1368
1366

)

XISUMU AIRPORT LAND PARCEL C = 2o,6.09

NAME LR. OR IR NUMBER
38.67 Ha.Individual Peo le
18.19 Ha.Individual Pe le
98.92Ha.Not Allocated Vacant

5.96 Ha.Individual families
13.6 Ha.Coca-Cola

174.74H4Total

t3



(iit the Chief Executive should recover the excess fees paid amountiug
to Kehs.1,428,358.(X) frorn Glmco Valuers Llmited.

(iiil the commlssioner of Lande should provide the list of the namee of
the allotees of the parcels of land whose owners are alleged to be
unknown.

3. CONTRACTS

During the year 1996 /97 , the Authority awarded six contracts to
contractors other than the lowest bidders as follows:

Contract
Rcfcrence

(v) KAA/ HQ/
3O4 /B /F

(vi) KAA/ ES/
346 /B

ProJect
De3crlptloE

Modification &
Furnishing of
Office s

Rehabilitation
Toilet facilities
JKIA

Lowect
Bid
Ataount
Kshr.

7,006,360

16,974,970

Awarded
at K3ha.

Posslble
Savtng tf
awarded to
lowegt bldder
Kshs.

ll KAA1ESll42lB water
Proofing

(ii) KAA/MIA/344/H Supply and
lnstallation of
Stand by generator

(iii) KAA/ES/MLI/G Consultancy
Services Malindi
Airport

(iv) KAA/ES/
KBIC/3221L Rehabilitation

Kabarak Air Strip

5,893,640

5,825,O30

9,845,500 14,709,190 4,854,109

1s,899,164 26,274,106 10,374,942

4,788,360 13,t34,625 8,346,265

12,295,269 13,608,709 1,313,440

36.6()7.5O7

12,900,000

22,800,OO0

TOTAI

Although at times justification exists for acceptance of bids other than the
lowest, no such information was availed with rLgard to all the above contract
awards. Accordingly, and in the absence of sJch justihcation and had theAuthority awarded the contracts to the lowelt bidders a total of
Ksh.36,607,507 would possibly have been saved. Some of the above contracts
were also apparently awarded by top management without specific Board
approval while in four of the above six cases, the contracts were awarded to
contractors other than those approved by the Board. In addition out of the
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above six contracts, two of them were awarded to firms which according to

records, had not bidded for the contracts. A contract for the Modification and

Furnishing of offices u'hich r','as priced at Ksh' 1O,407,50O was subsequently
varied Lry the Authority's Tender committee to include the furnishing of the

Managing Director's oifice but by another firm and at an additional cost of

xsn.zTii ,tzs. It is not cleai, however, why the variation -was - 
effected

particulariy in vieu, of the fact that the furnishing u'ork for the Managing

birector,s office clearly formed part of the original contract for modification and

furnishing of the Authority's offices.

The committee heard the evidence given by the chief Executive that the
Authority irregularly awarded six tenders to the following contractors
other than the lowest bidders without justification reeulting in a loss of
Kshs.36,607,5O7.

Contract

(v) Modlficatlon and
Furnishing of offices

(vi) Rehabilitation of Toilet
facilitles at JKIA

The Committee was also informed that:

(it

Irregularly awarded to

M/s. Aviation Projects
Englneerlng CompanY'
(APEC)
Kshs.14 709 r90

the contractor in respect of contract No. KAA/ES|42{B - Water
Proofing Works to the Cargo Terminal and the VIP stand at the State
Pavilion, M/s. OM Shri Construction Ltd, was irregularly allowed to
quote by the management despite the fact that it had not been pre-

om Shri ConstructloD
Company
Kehs.12 990,OOO

M/s. Maatt Engineers Ltd
Kshg.22,8OO'OOO

Electro Watts Ltd
Kshs.16,974,97O

Truuda Enginecring
ConsultentB
Kshs.9,845,5OO

Lowest Bidder

Ksh,7 ()()6,360

(i) Water ProofiDg leaking
Terminal

(ii) Supply and lnstallation
of

Standby Generator at
MIA

(iii) Consulting Services
at Malindl Alrport

M/S. Jugika Bulldlng and
Geueral Con3tructora

M/s. S.S. Mehta & Sons Ltd
Kshg.26 274 1()6

Corstal Kerya EnterPrlses
Kshr.15 899,164

(ivl Rehabtlitatlon of
Kabarak Air Strlp

M/s. wood design
Kshe.l3,134,629

M/a. Kophers JoinerY and
Bulldlng Contractora
Kshs.4 788,36()

OM Shrt ConstructloE
Company
Kshe.13 608 709

M/s. T.W.T.
Kshs.12,295,269
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qualified for the contract and that it was subsequently awarded the
tender although it ended up belng the highest bidder.

Iti) in other two cases M/s. OM Shri Congtructlon Company and M/s.
Wood design were allowed to eubmit late quotations and awarded
tenders, even though they were not the lowest bidders.

The Committee observed with concern that:

(r) had due diligence been applied by the Authority in the award ofthe
above contracts about Kshs.36,6O7,5O7 would have been saved.

(fil the award of Tenders to the
prlnciple of competitive bldding.

highest bidder defeated the very

(iiil the Management and in partlcular Technical Officers serving the
Board's Flnance and Tender Committee and Ollicers who prepared
Technical Evaluatlons connived to defraud the Authority of huge
sums of money by manipulatlng the Tender documents and
conceallng lrregularities from the Board.

The Committee reconmendg that:

(i) the Board and the Chlef Executive should ensure
Tenderlng procedures are strlctly adhered to.

that proper

(ii) the then Chlef Executlve Mr. Peter Lagat, the General Manager,
Englueerlng Senrlccs Eng. Mohamed Mukhwana, the then Senior
Archltect Mr. T. Chlrcah, the Quantlty Sunreyor Mr. H.M. Nyagoe
rhould bc lnvcrtlgated by thc Konya Aatl-Corruptlon Commlcrlon
for floutlng the tcnder and procurGmont proeedures wlth a vlow to
being prosecuted.

(iiil the said persons in liif(abovet should be held liable for abuse of
procurement procedures and be surcharged for losses amounting to
Kahs.36,6O7,5O7 which would have been saved had proper
Tendering Procedures been followed.

(ivl M/s Om Shri Construction Company and M/s. Wood Design, whose
Directors to date remain unknown, knowingly and wilfully
participated in the llouting of Tendering procedures be black listed
and precluded from participating in State Corporations' and
government tenders,
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The former Managing Director drew temporary imprest without first
surrendering previous ones. As a result, temporary imprests amounting to
Ksh. 13,336j79 o.... issued to the officer between April 1996 and June 1998

for reasons which were at times not stated and if stated were either not always

clear or appeared not official. Out of the total imprests of Ksh.13,336,479 only
Ksh.949,310 appears to have been used for official duties while the rest of the

imprests were iventually surrendered mainly in cash after the money had been

kept for between 8 and 12 months. The surrender in cash of these imprests
indicates that Authority's funds were irregularly borrowed as interest free loans

for private use by the officer.

The committee heard the evidence given by the chlef Executive that the
former Managing Director Mr. Peter Lagat irregularly drew imprests on the
Accounts of the Authority without first surrenderlng previous ones
totalling Kshs.13,336,479 as at 3Oth June 1998.

The committee further heard that out of the total imprests taken, only
Ksh.949, 3lO appeared to have been used for ollicial duties while the rest
of the imprests were surrendered mainly in cash after a period of between
8 and 12 months.

4. MISUSE OF TEMPORARY IMPREST FACILITY

The committee was informed that imprest totalling Kshs.246,744 is still
outstanding from the following Persons:

. Major General (Rtd) E.S. Mbilu
o Mr. J.B. Okara
. Mr. A.K. Ketter
o Mr. R. Kemoli
o Mr, S.B. Rotich

Kshs.81,O15.80
Kehs.16,184.45
Kshs.4O,OOO.OO
Kshs.4O,OOO,OO
Kshs.69,543.75

The committee was further informed that the Authority had instituted
measures to control uge of imprests which included fixing rates for each
town visited and uee of Local Purchase orders (PLosl instead of cagh for
purchases.

The Committee exPressed concern that the then Managlng Diroctor Mr.
Peter Lagat took an amount of Kshs.12,387,L69 as impr€st for eight to
twelve months and surrendered it in cash, therefore making it interest
free loans.

The Committee recommends that the Chief Executive should rccover
outstanding imprests of Kshs,246,744 fuoa the following people.
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. Major General (Rtdl E.S. Mbilu
o Mr. J.B. Oltara
o Mr. A.K. Ketter
o Mr. R. Kemoli
o Mr. S.B. Rotich

Kshs.8l,O15.80
Kshs.l6,184.45
Kshs.4O,OOO.OO
Kshs.4O,OOO.OO
Kshs.69,543.75

The Committee further recommends that the Chief Executive
that all imprest is surrendered before drawing of new one
regulations and that it is used for official purposes only,

ensures
as Per

5. INVESTMENTS

During the year 1996 197 , the Authority invested its surplus funds totaling
Ksh.325 million in short term deposits in a commercial bank, which offered
interest, rates ranging between l8% and 22ok per annum. Between May, 1996
and 24 December, 1997 the Authority earned interest on these deposits
totalling Ksh.15,O67,642. This interest earning was, however, neither re-
invested nor was it accounted for in the books of the Authoriry and as a result,
it is not known what happened to the money. In addition and out of the total
deposits of Ksh.140,000,000 held in that bank between 3 November l99S and
March, 1996, instructions in respect of re-investment of one deposit of Ksh.30
million on 7 February 1996 and another of Ksh.30 million on 19 March 1996
were given on telephone. It was, therefore, not possible to determine the rate of
interest on each of the two cases. It was also noted that in a number of cases,
the Authority wrote and recalled their deposits on maturity but the holding
bank apparently ignored the instructions and rolled over such deposits. [n
particular, fixed deposit receipt number l690 for Ksh.35,000,O0O and number
1833 for Ksh.35,O0O,00O were rolled over in August, l99Z and December 1997
respectively, apparently without the approval of the Authority. Further, while
the Authority invested a colossal amount of money at interest rates that were
comparatively low, the Authority was also at the same time operating a bank
overdraft account which attracted interest at the rate of between 28oh to 32%o
which cost the Authority a total of Ksh.4,909,361 as at 30 June 1992. The
Authority has also to-date not been able to recover total deposits of
Ksh.90,OOO,0OO locked up in the same bank at the time that bank was put
under Central Bank management. Recovery of these deposits appears highly
doubtful.

The committee heard the evidence given by the chief Executive and was
informed that:

(i) during the year under review the lnanagement irregularly and
without the approval of the Board invested its suiplus funds
totalling Kshs.329 million in short term deposits iu prudentlal
Building Society (now under receivershipl which offered interest
rates ranging between 18o/o and 22o/o per yeat,
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(iil the interest accrued amountlng to Kshs,15,O67,642 has since been
accounted for.

(iiil there is no evidence showing hos intereet rate was negotiated with
the bank in respect of Kshe.3o million and 35 million invested in
February 1996 and March 1996 reapectively, and that the interests
were not comparatlvely lower to the Treasury Bills rate obtainlng at
that tlme.

(ivl the deposit of Kshe. 9O million including accrued interest remaln
locked up in the Society and that to date only Kshs.6,139,OOO.O2
has been patd by the Bank'e liquidator.

The Commlttee obeerved that interest
comparatively low.

obtaining then were not

The Committee was concerned that the Treasury circulars regarding the
investments of Surplus Funds were ignored by the then Management of
the Authority and that at eome polnt it imprudently went into overdrafit
which attracted interest of Kshs.4,9o9,361 when it was holding money in
fixed deposlts and Treasury Bllls.

The Committee was further concerned that despite its recommendatiou lu
the Tenth Report on the flagrant abuee of circulars no action has been
taken against the then Managlng Director.

The Committee reiterates its earlier recommendation made in the Tenth
Report that the then Managing Director Mr. Peter Lagat ehould be held
responeible for depositlng Surplus Funds of the Authority without
following the Treasury's circulars and be prosecuted for abuse of oIlice.

6. STOCKS

The Balance Sheet figure of Kshs. 102,673,455 as at 30 June, 1997 was not
supported by any stock valuation certihcate and as a result it was not possible
to confirm the correctness of the Stock balance of Ksh. 102,673,455 shown on
the Balance Sheet as at 30 June, 1997. Further the stocks figure also includes
spares and stores in transit totaling Ksh.26, 145,329 which had been paid for
but had not been received from suppliers. The Authority has not justified
payment for stores in advance of their delivery.

The Committee heard the evldence given by the Chtef Executive and was
informed that during the year under review the Balance Sheet etock figure
of Kshs.1o2,673,455 was not supported by atock valuatlon certlficate as
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required and further that this figure included unJustified advance
payments for spares and stores in transit worth Kshs.26rl4s,329

The Committee further heard that:

(it the stocks contained in the accounts were aa per annual physical
count and was supPorted by stock sheets and that this figure was
subsequently reviewed otr request by the Auditors.

the stocks in transit which included Foam Compound and cleaning
chemicals were Purchaged and paid for in advance through Sight
Letter of Credit and that the goods had already been received.

(iil

The Committee observed wlth concern that the Authority had taken such
a long time to correct the anomaly, which was oPen to abuse and further
that such accounting is irregular and encouraged delays of audit of the
accounts of the Authority.

The Committee recommends that all supporting documents in respect of
stock ofthe Authority should be availed to the auditors for verification.

7. WORK.IN.PROGRESS

The Work-ln-Progress figure of Ksh.132,467,490 excludes expenditure ir.tcltrred
on construction contracts totaling Kshs.89,687m546 u'hich u'as irregttlarlv
expensed during the year under review instead of being crrpitalist'cl.
Consequently, it has not been possible to confirm the correctlless of thc Capit:tl
Work-ln-Progress balance of Ksh. 132,467,49O reflected on the Balance Sheet
as at 3O June, 1997 as the same appears to be understated to the exter-rt of the
value of capital expenditure not capitalised during the year 1996197.

The Committee heard the evidence given by the Chief Executive that
during the year under review, the Authority lrregularly expensed a total of
Kshs.89,687,546 as expenditure incurred on contracts from the work'in-
progress figure of Kehs. 132,467,49O.

The Committee was informed that the Managcment had executed
adjuatments to the expensed items, whlch were of capital nature and
subsequently iacluded in the Authority's 2OOO l2OOt Accounts and
rubmitted for audit.

The Commlttee observed with concern that the Authority had taken such
a long time to correct the anomaly, which waa oPen to abuse and further
that such expenslng is lrregular and encouraged delays of audit of the
accounts of the Authority.
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The Commlttce recommeads that ln future thc Authortty rhould urc
propcr accountlng proceduree to avold dolay of audltlag of eccouatr.

8 CAAH AND BAL/\I{CES

The Balance Sheet reflects Cash and Bank balance of Ksh.7,200,000 while the
Cash Book shows an overdraft of Kshs.101,337,759, thus resulting in a
difference of Ksh. 108,537,759 whose nature has not been explained. There
were also receipts in the Bank Statement not entered in the Cash Book totaling
Ksh.29,960,571 whose supporting documents were not produced for audit
review while payments in the Bank Statement (Direct debits) not entered in the
Cash Book totalled Kshs.35,922,919 and were not supported by letters of
authority or debit advice notes to indicate the nature of payments. Arising
from the foregoing and in view Qf the materiality of these balances, the
correctness of the Balance Sheet and Bank figu.re of Ksh'7,20O,OO0 as at 3O

June 1997 can not be confirmed.

The Commlttec hcard the evldcnce glvcn by tho Chlof &rccutlvc ead wer
laformed that:

(tt thc Balancc theet rhosa Cerh ead Beak Bdencc ftgurc of
I(rhr.7,2(X),(XX) whlch lr dltfcrcnt fron thc Celh BooL figurc of
Ovcr&aft amountlng to Krhr.lol'337'759 whlch elt lrot
reconclled,

(il| eome recelptr ln thc Battk St.tatrcat tot.llhg llrhr.29'96o'571
wcre tlot cntcred ln thc cach BooL rnd tholr eupportlng docunontr
werc not evellcd for audlt.

(lltl dlrect deblt totatllng Krhr.35,922,919 lD thc BanL Strtomoat scrc
lrot suplrortcd by deblt advlcc notc. or lottcrr of euthorlt5r.

The Commlttec heard tbat the Menagomont had lnrtltutcd edlurtmcntl
datlng back fron 1992 end thet tho ngurc-r hevo bccn roconcllod end
lncorporated ln thc 2OOOl2(nl accountr of thG Authorlty end
aubroquently aubmltted for audit thoreby rcrolvlng thc eudlt qucr:f.

Thc Commlttec wat conccracd thet tho Authorlty dld not P!oP.rc.
roconclllatlon statcnent! at the clorc ofthe flnanclel yoer.

Thc Comnlttee thercforc rccottrtlGndr thet
rcconclllatlon ctatemcnta on nonthly beelr.

thc Autborlty prcpsrct

t
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NATTONAL HOUSING CORPORATION
REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF THE NATIONAL HOUSING CORPORATION FOR THE YEAR
ENDED 30 JUNE 1999

1. OUTSTANDINGLOANARREARS

The Balance Sheet Loan Arrears Due figure of Ksh. 1,756,4O8,625 comprises of
Local Authorities and Rural Housing Loans balances of Ksh. 1 ,67 I ,311 ,748 and
Ksh.84,809,377 respectively. The Local Authorities I-oan Arrears include
Ksh.23,567,692 due from Eldoret Municipal Council in respect of the Kapsoya
Site and Service Scheme which was disposed off but without the loan arrears
due being cleared. Further, and as previously reported, the net Rural Housing
Loan Arrears of Ksh.84,8O9,377 are mainly composed of unsecured loans
which the Corporation had advanced in early 1970s. The Corporation has to
date not yet indicated what strategies it has put in place to address the
problem and to ensure that an effective loan recovery programme is
operationalized to avoid substantial losses on these loans.

The Committee heard the evidence given by the Chief Executive that the
Local Authorities Loan Arrears of Kshs.1,671,311,748 includes
Kshe.23,557,692 due from Eldoret Municipal Council in respect of the
Kapsoya Site and Senzice Scheme, and that the Corporation obtained a
court rullng in April 26th, 2OOO in its favour for recovery of the
outEtandlng arrears.

The Commlttee further heard that;

(tl the Council is pursuing Mlnister's approval for sale of two housing
Estates i.e. Pioneer and Bondeni with a view to settling the entire
debt which now stands at Kshs.78,589,391.40 and that the Council
ls paying Kshs.l million per month towards serrricing of the Kapsoya
debt.

I

Ittl the Corporation hag been pursuing Rural Housing Loan
amounting to Kshs.84,8O9,377, through their Field
Provlncial Administration and Lawyers.

Arrears
OIfices,

(iifl eighty Seven (87f Local Authorities are the main debtora of the
Corporatlon as they owed Kshs,3,L69,524,66L.7O as at 3otu June,
2OO3. (The llst oJ the debtors ls attached as oppendk B)

The Committee noted that the Corporation has adopted varlous strategies
alncd at lntensifylug collectlon of arreara including personal visits to
varlous local authorities, negotlating on the payment prograntnes with t
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individual defaultere, pursulng the councils through courte and taklng
over direct management of NHC'8 developed schemes ln the following
local authorities:

Nairobl City Council (Madaraka and Kariokor Estateef
Kisumu Municipal Council
Nakuru Municipal Council
Kakamega Municipal Council
Vihiga Municipal Council
Busia Municipal Council
Webuye Town Council
Naivasba Municipal Council
Meru Municipal Council
Nyabururu Municipal Council
Kitale Municipal Council
Athi River Municipal Councll

The Committee recommends that the Corporation should uee all Eeans
possible to recover all outstanding arreara without further delay.

The Committee further recommends that the Chief Executive should
ensure that the houses that have been reposeessed are dlsposed of in a
transparent manner with due consideration of the interests glven to the
current occupiers.

2. IRREGU LAR AWARD OF CONTRACTS

On 27 l\{ar', 1999 the then Corporation's Managing Director, and without
Board's authorit]', signed a contract with a computer firm to upgrade and make
its applici'rtion programs "Year 2000 Compliant". The contract was to be
performecl s'ithin six (6) months of the date of the Agreement and upon receipt
of an advance pavment of 50% of the contract price. On the same day the
contract u'as signed and in accordance with the agreement the Computer l-rrm
s,as parid 5O%o advance of Kshs.2,448,46a.75. Available information, however,
shows that the Corporation's Board later declined to ratify the contract award
and instructed that the contract be terminated. Records, however, show that
the management thereafter entered into negotiations with the computer firm
and the consultants and finally agreed to scale down the initial Agreement
instead of effecting complete termination. The consultants were also to be
retained while the Corporation was to hire an IBM RS/6000 computer from the
Firm at a monthly charge of Ksh.90,000 plus VAT and US$.2,300. Although
the Board expressed disappointment and displeasure at the way the
computerization Project had been handled by the Corporation's Management
without its authority, it is not clear, however, u'hy the Corporation was
committed to this extent without approval of the Board. lt has also not been

I
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possible to establish whether or not the Corporation received value for money
in thesi: transactions.

Thc Conmlttee heard thc cvldence given by the Chlef Executlve that
durlng tho ycer uadcr revlcw, the thon Managlng Dlroctor Mr. Lasl
Klplagat and wlthout the approval of the Board algnod e Contrect to
upgradc lte appllcatlon programtnc! to "year 2(XX) Conpllent" wlth
conputcr Appllcatlonr Ltd (CALI and that the llrm ICALf rra patd
I(rhr.2,488,468.75 ln advancc and further that tho Board thercalter
docllnod to rrttfy thc contract award on procurcrlcnt of Hardwarc whlch
wa. p8rt of the contrect.

Tho Connlttee sae.furthcr lnformed that thc Board dccllncd to ratlfy the
Procurcacnt of Hardwarc for IBM RS/6(XX) at lt trat cxpenrlve and other
choepcr alternatlvcr could have been rought.

Thc Commlttce obson cd wlth concern that the thea Maaaging Dlrcctor
lSnored thc Board'c dcclalon and went ahead to purchaae Hardware at
cxorbltrnt prlcer and furthcr retrlaod the Conaultatrt! to meiataln thc
IBU/RS 6OO at an lnflated coat of Krhr.9O,(XX) per month and addltlonel
ugi2,3q).

Thc Commlttee noted that tho Computcrlzatlon ProJoct whlch lncludcd
rophconcnt of obaolcte hardware and Tcchaology, Y2K Coaplleaco,
lnprovcment of Software and lntcgratlon dld not Ju*lfy the coatt aad
valuo for EonGy.

Thc Commlttce recommends that the then Chlef E:rccutlvc Mr. Iawl
Xlplegrt ehould be surcharged for the loeser emountlng to
IGbt.2r488,468.75 and bc barred from holdlng publlc olflcc conferred by
thc Rcpubllc of Kcnya

Thc Commlttce furthcr rccoomendr that la futurc thc Maangcncnt
rhould Gn.uro that Procurement proceduroa currently ln forcc are adhercd
to.

3. PAYMEITT Or. u80.63.40()

During the year 1998 /99 the Corporation paid a total of US$.63,400
(Ksh.3,778,686.3O) to two foreign firms for t/< page adverts on a project entitled
'Kenya'. This expenditure was apparently incurred withciut the Board's
approval. Although the Corporation has explained that the parent Ministry
authorized these foreign payments, considering the core business of the
Corporation as mandated by the National Housing Corporation Act, this
explanation is not considered satisfactory. Moreover, even if the authority by
the parent Ministry was accepted as proper, the same would still neither

)
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legitimize nor validate the expenditure as the advert was at best a public
relations exercise, which normally would not fall within the purview. of the
Corporation's mandate. In addition, the expenditure of Ksh.3,778,686.30 in
respect of only % page advert is considered quite expensive.

Thc Commlttee heard tho ovldonce gtven by thc Chlof Enccutlvc thrt thc
Managcment of the Corporatlon pald a totd of Ugi53,40O
1Kahs.3,778,686,301 to Publex 8.A of Parla cnd Unlvcrral Ncwr lnc. of lfcr
York for L page advertg on a publlclty proJoct tltlcd "Konya" wlthout
compctltlve blddtng aad the Boerd'r approval.

The Commlttee further hcard that the expcndlturc w.. lnltl,rted by thc
parent Mlnlstry and Mlnlstry of Flnance.

Thc Commlttce obrerred wlth conccrn that the Corporetloa partlclpetcd
lu aa rdvert whlch would not fall wlthln the purvlew of thc Corpontloa
and whore chargee wcre too hlgh.

Thc Commlttce recotlrrondr that tho nanagcraont rhould Gnturc thrt
procurcrncat proccduror aro cdhorod to wlthout Gxccptlon end thrt
ofllccrr fron thc parcrt Ufirbtry who Gxcrtr unduc lEIluGncG thould bG
aurcherged.

4. TERUS AND CONDITIOI|S OT SERVICE

In tlre Report for the year L997 /98 reference was made of the fact that the
Corporation reviewed and implemented new salary scales and allowances
without proper approvals. A review of the matter in 1998/99 indicates that the
Corporation's Chief Executive continued to enjoy a fully furnished
Corporation's house, usage of two Corporation's vehicles, a monthly
entertainment allowance of Ksh.4,500, security services of four guards at
Ksh.2,SOO per month per guard, an unlimited medical cover, while his
approved monthly salar5r was consolidated and was inclusive of all the
allowances. Further, the Chief Executive's outstanding imprest had
accumulated to Ksh.6,471,801.10 as at l0 March, 2OOO when he was
suspended. Also included in imprests taken by the Chief Executive during the
year were payments totaling Ksh.440,775 made to other parties for undisclosed
purposes but debited to the Managing Director's imprest account. As in the
previous years, no information was availed to support approval of these terms
and conditions of service as required under Section 5 (3) of the State
Corporations Act, (Cap 446). Consequently, it was not possible to confirm that
the payments were within the terms and conditions of service as approved and
that the Corporation's ability to sustain the salaries in the medium and long
term had been taken into account before implementation of the same.

t
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The Committee heard the evidence given by the Chief Executive that the
Corporation implemented new salary scales and allowances qrithout the
necessary authority which was later sought.

The Committee further heard that the then Managing Director Mr. Lawi
Kiplagat was paid a salary of Kshs.27O,OOO per month from 28th February,
1995 when he was appointed Managing Director until 6th'April 2OOO when
he was suspended, without deducting tax.

The Committee further heard that the then Managing Director continued
to enjoy unlimited medical cover, occupy a fully furnished Corporation's
House and drew a monthly entertainment allowance of Kshs,4,SOO when
his salary was consolidated and inclusive of all allowances.

The Committee was informed that the imprest held by the then Chief
Executive amounting to Kshs.6,471,8O1.10 had been demanded from him.

The Committee noted that according to the contract Agreement between
Mr. Lawi Kiplagat and the Executive Secretariat and Technical Unit
(ESTUI of the Parastatal Reform Programme Committee, there was no
provision for tax exemption.

The Committee further noted that the use of Senator Card has been
cancelled and expressed concern that the Corporation effected salary
increases without the approval of the Parent Ministry and the Office of
the President.

The Committee was further concerned that the then Managing Director
contlnued to enjoy other benefits and allowances when his salary was
coneolidated and inclusive of all allowances.

The Committee reiterates its earlier recommendations in the 1lth Report
that:

lit the Chief Executive should ensure that in future, any review of
terms and conditions of service of the Corporation should be
referred to the State Corporations Advisory Committee for approval.

(iil all benefits enjoyed and allowances paid to Mr, Lawi Kiplagat during
his tenure as the Managing Director of National Housing
Corporation including imprest of Kshs.6,471,8O1.10 should be
treated as a debt and be recovered from him with immediate effect.

(iiil the then Chief Executive Mr. Lawi Kiplagat should be investigated
by the Kenya Anti-Corruption Commission for abuse of oflice and
corrupt practices.

,
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5. IRREGULAR PAYMENTS

I

During the year lggSlgg, the chief Executive and a senior staff member of the

Corpolation *.re p"ld lunch allowances totaling Ksh.54,0O0 for attending
Boaid Meetings. Some Directors, who are public officers and in receipt of
salary, were ilso, paid sitting as well as lunch allowances contrary to
p.ouilio.," of Section 10( I ) of the State Corporations Act, (Cap 446)' Such

p"y-..,," to the chief Executive and Senior staff and Directors who are public

offt".." totalled Ksh.145,OO0 during the year. As these payments appear to

have been made contrary to the law, the charge by the Corporation of the

expenditure to public funds is yet to be justified.

The Coomittee heard the evidence given by the Chief Executive tUat the
then chief Executive and a setrior atalr were Paid lunch allowances
totalling Kshs.S4,OOO for attending Board'a mceting contrary to
provielons of Section 10(lf ofthe State Corporatlona Act, (CAP'4561

The committee observed wlth concern that the managemeDt fraudulently
flouted the law attd Paid themselves irregular allowances.

The committee therefore, recontnends that the amount of Kshs.S4'(X)O
should be recovered from the two oflicers.

t
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I(ENYATTA NATIONAL HOSPITAL
REBORT OF THE COTTTROLLER ruTD AUPIIOR.GETEN.AI OIf THE
ACCOT'I{TA OF KIITTATTA NATIOIYAL HOSPITAL BOR THE YEAR ENDEI)
30.rulfE. 1999

1. SHORT.TENUIN1IESTUENTA

In the report for the previous year, reference was made to the unsatisfactory
manner in which surplus funds totalling Ksh. 1,436,513,792 were held in
banks and other financial institutions contrary to a Treasury directive on
investment of surplus funds by State Corporations. A review of the position in
the year L998199 showed that the Hospital still continued to hold substantial
deposits in the same banks and financial institutions which as at 30, June
1998 totalled Ksh.1,386,621,332, including rolled over interest of
Kshs.330,356,816. These short-term investments also included an amount of
Ksh.352,522,962 held in a privately owned bank which was established not too
long time ago. As previously reported, investment of Hospital's surplus funds
in the above linancial institutions was contrary to Treasury requirement that
such funds be placed in either Treasury Bills or Bonds and that specific
Treasury Authority 6e obtained when such funds are invested elsewhere. Just
as was the case in the previous year, I have not seen any such authority.

Tho Connlttoc heerd the ovldenco glrrcn by thc Chlcf Drccutlve alrd wrs
lnforrncd that rurplur funda totdllng Krh.1,436,619,792 wcre hold ln
benb end othcr Ilnatrctel tnetttutlont contr.ry to e Trcaaur5r dlrcctlvo ou
Iavortncatr of Surplur tr.un& by Stete Corporatloar. Tho inttltutloar/
balta FGrrc:

lrg! Totel princloel eun hold

It

)

lfrtlold BeaL of Konye
Hourlng Flneaco Conpany of KGay.
Ccatnl Bent ofKonye
Euro BUL

I(rhe.736,503,876.77
Kehr.102,268,493.15
Krh*195,326,(XX).OO
Krhr.352 s22 962.OO

Totd Kgh*1.386.621.331.62

Thc Conmlttcc war elro lnforncd thrt

0l tlo Horpltd bed dlvortod thc fundr ln Netlonal Banh totalllag
Krhr.736,E(X1,E76,77 er et Juno 1999 to Ksh.49,65O,196.O8 er at
Juac, 2(X)3 end furtLor thet thc fuads woro dopotltod ln tho

' Brat to cstcr for oporetlond coate.

I
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llll tho toadr aaouatla3 to IOhr.1O2'268,493'15 depoeltcd ! lhc
ITFICK wcro for *efi iortgegc rcbcmc ead that thoy ernountcd to
N1ht.85,489,4fit.21er rt 3(ltr Juac' 2(X)3'

(lttl thc dcpodt hcld h Etro BsrL fnlthlly totelllng
K.h1362;522,g62.@ hrd rlrcn to II.ht'45E..xy0,972'24 duc to
wlt'hdnrelr, rccnrcd ltrtGrcatr ead addlttond dcpodtr rlncc
199'i7, end ttet tfo fua& rcr.o rnoelt for dcfreyhg conrtnrctlon
co.tfolrthcRchrbtlltatlonofthcRogtrtrrt'rllrtr,rlrtcrfietr
eod ocu, a Labontoty ead for ploculcrncnt of nodlcd
cqulpuclt.

ThG Coatllttcc heerd thrt:

0l thc Pcrmencnt Eccrctrr5rr Trcarlry !!c hlr lcttfrof 9ti Octobcr'
2qX, rcfcrcnccd coai.tsg/zg661ol' bsd rccorancrrdod en
ordcrly dlvcrtlturc frorn tho Eu'o B8!L ln ordcr to evold croetlag
lo.t bi1ty ln ttc Flneaclel Scctor, .!d rub.cqucntly dlr-o^ctcd ttc
Dltpctor if thc ltorpltel to sltbdrrr dl thc dcpoeltr by Sotr-J-uac,

2(Xt1, rhlcb rer pi'hcd futthcr to Augr't 31rt, 2(X11, 
-e|ild 

lrtcr
thc brat rcqucitcd for 36 oonthr cxtcnrlon whlch thc
PcrE.lc.trt SccrctrtY dccllncd.

(ll) by 17t Octobcr, 2OO1, tho Horpltel,bad wlthdresn a total of
tab',.zqz,t62,g47.8o froo thc Brat ead turtLcr clfortr to
rcdoomthooutrtradlagdcporttrosDoBthlybrrbborcnofrultr.

(tltl thc Hoepltd tbrough ltr lewycn f/r-Xyatuadt t Co' Advocetcr
obtelnod e coutt rittog to rGcorra dl t'Lo dcpoeltr plur rccrucd
lntorcrtr of totel of Krhr.401,43;6,732,23 et 1l% lntcut fron
Eu Juoc, 2OOl! to 6tt Dcccnbot, 2AtXl, ead thcrceftor et 1296

untllpr5rracntlrmedcttrfull.Conrcqucatlyrttbta.tnrctlonr
frora iUi Hlgb Court thc llwycre hrd s11 aovceblc a..ctl of thc
beal ettrchcd on 1O6 Fcbrurry 2(X13.

Itel thc BeaL clorod ell ltr opontloar oa 2ott Fobnrar5z, 2(X)3 end,rer
con.GquGltly pleccd undcr ltqutdrtlon by thc Coatrd BeaL of
Kcaye end oa olllcld rccclvcr eppolnted.

Furthcr thet thc Horpltel througb ltr laurycrr fllcd r ceec ln coutt
to rccovcr thc dcporltr hcld by the Brak fron thc Llown
dlrcctorr.

thet tbc dlrccton of Euro BaaL woro Mourr J. P. W' Uuagc'
8.B.A. Muthrnir aad F. E..Iard.

t
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The Committee noted that deposlting of the funds in Euro Bank was
contrary to the Treasury Circular No.lO of 15th July, 1992 and further
that the Director of the Hospital deposited the highest percentage of its
surplus funds in the Bank thereby exposing itself and further that the
Hospital tended to deposit funds in institutions without monitoring the
frnancial stablllty of such ingtitutions.

The Comaittee algo noted with grave concern that the management of
KNH was slow and ghowed lneptitude in recovering the deposite over tlme
and that the loses would have been avoided had the Director acted timely
and expeditioualy to withdraw the deposits.

The Committee recommends that any future investments of surplue funds
by the Hospital be made in accordance with regulations governlng such
investments.

The Committee further recommends that in view of the .evident abuse of
ollice and negllgence, the then Dlrectors of Kenyatta National Hospital
Prof. Julius Meme and Dr. Auguetiae Muita ehould be pursued with a view
to recovering the monles for whlch they are responsible for depoelting in
Euro Bank (in liqutdation)

2. WORK.IN.PROGRESS

Reference was also made in the report for the year 1997 198 regarding the
expenditure of Ksh.610,483,233 incurred as at 30 June 1998 on the Kenyatta
Hospital Rehabilitation Project and treated as Work-ln-progress in the
Accounts for that year. During the year 1998199 additional expenditure of
Kshs.26,792, 652 was incurred thereby bringing total cost on the project to
Ksh.637,275,885 as at 30 June 1999. Although some of this expendirure has
been capitalised, the following three issues are still unresolved:

(i) At the Sterile Production Unit, two (2) bottle corking machines valued ar
Ksh.280,000 were rejected by the Hospital on account of being obsolete.
Similarly, a bottle washing machine valued at Kshs.500,000 was rejected
by the user because of non-performance. The Hospital has, however,
confirmed that the supplier has now been requested to refund the
Kshs.78O,O00 paid for the defective machines even though no refund has
been received.

(ii) An Embalming machine was also rejected by the Hospital due to defects
on its formaline pump which was not in conformity with the user
requirement and was subsequently stored at the Hospital premises. In
view of the foregoing, it is not possible to confirm that the Hospital
obtained full value for money with regard to some of the expenditure
relating to the Rehabilitation Project.

t

t

30



The committee heard the evidence given by the chief Executive that an

additional amount of Kshs.26,7g2,642 had been incurred by the Hospital
from the previous year's Kshs.610,483,233 as work-in-progress'

The Committee was informed that:

a (i) an amount of Kshs.2go,ooo was spent to purchase a bottle corking
machine which was delivered in 1998, six years after specilications
had been drawn and that the machine was subsequently reJected by
the user department as they were obsolete and had since been

boardedand.replacedwithapneumaticallyoperatedhlgh.speed
bottle capping product/ filliag machlne'

(ii) an amount of Kshs'SOO,OOO was sPent to Purchase a bottle washing
machine which was also part of a world Bank Health Rehabilitatlon
Project and was delivered six years later and could not confortr with
then changes in technologY.

(iii) the embalming machine was also rejected by the user department as

it's formaline lumpset did not have a measuring unit. The pumpset
was estimated at Kshs' 1O'OOO.

The Committee observed with concern that:

(il the machines were delivered six years after the specifications were
drawn thus could not conform with the changes in technology and
user needs and consequently were obsolete.

(iil the Ministry of Public trIorks overlooked the time lag between the
timethespecificationsweredrawnandthedeliverytimeand
proceeded to approve the deliveries therefore facilitating the losges.

(iii) the Hospital did not realize full value for money on Purchase of the
machines.

The committee recotrmends that chief Executives should ensure that ln
future, proper planning and clear epecifications are made before
pto.r.i"-uoi of goods and senrices is initiated to avoid losses, and further
inrt io future any oflicer who causes the Hospital to incur losses,out of
unplanned procuiement will be held solely responsible aud surcharged
therefor.
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3. DEBTORA

The Balance Sheet Debtors ligure of Kshs.219,8O4,642 includes
Kshs.36,969,114 made up of miscellaneous debtors of Kshs.31,863,207 and,
several bank transfers amounting to Kshs.5,105,259 whose supporting or
source documents have not been provided by the bank holding the Hospitals
bank account. In the absence of such supporting documents, I am unable to
establish the propriety of the above transfer of Kshs.5,1o5,259 or even to
conlirm the correctness and accuracy of the Debtors figure of
Kshs.219,804,642 as at 3Ou June 1999. It is, however, understood that the
Hospital has now requested the banks to provide the documents to support the
transfers.

Thc Conmlttoe hcard cvldcnce given by tho Chlof &recutlvc th.t:

(U the llgurc of Krhe.31,863,2O7.OO rGfcr. to thc Hoepltd fcce
lacurred by General Ward patleatt who et tho tlmo of dlrchargG
were unablc to aottlc thc bilk.

(lll that tho horpttd hac rcrolved to wrltc-otf the dobta rt lt lr vcry
dilflcult to recovcr thom, and that tho .chcdulG eadyzlng thc
dobton hed bcea availcd to audltorg for vcrlllcatlon.

lllfl the llgure of Krhe.5,1o5,259 whlch includcd baale trenrfer. th.t
had bccn c.rlcd foward tlncc 1995/96 and rcfcrrcd to benl
tranefcrr wlth Keaya Commorclal BanL and ltetload Beat of
Kenya, and that tho pe5nacntr had bocn Glfcctcd tu thc beatt
wlthout lndlcatlng thc chcquc numbGn bclng clcrrcd on tho
atatcmotrt oa thc rclovent barrl doblt advlco lslng rubrnlttcd to
thc Hoapltal, thcrcby Etliag lt lnpoulblc to GntGr thc rrac ln
thc Hotpltal booke.

llvl thc flguroe hevo bccn GranlnGd, coatlrrnod ead cntcrcd ln tho
Hoepltalr Bookr of accountt aad roady for vcrltlcetloa by
Audltorr and that tbcy ero no longcr ea outetanding ttGn.

The Comnltteo rccommoa& thet tho Chlcf Drocutlvo .hould onrurG
that dl rupporthg docuncatr in rcgerd to dobton erc avellcd to thc
audlton for vorlllcatloa on tlmc.

Tbc Comnltteo ftrrther rcconmondr thet thc caro of Mr. Kubcbce, e
foroor ernployco of thc Inrtltutlon, who rtolo thc choquo whlcb war
bolag talcn to tho Ccatrel BaaL for buylng Trcatur5r Blllr end Boadr bc
rcportcd to thc pollco for lnvcrtlgatlon and prorccutlon.

a
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4. FTXEDASSETS

The Balance Sheet Fixed Assets figure of Kshs.2,311,139,634 as at 3oth June
1999 still includes assets valued at Kshs.1,379,913,411 in respect of land and
buildings inherited from the Ministry of Health. As repeatedly indicated in
previous reports, Kenya National Hospital has not yet acquired documents of
Ltl. fo. ttreie aisets. Accordingly, it is not possible to confirm the ownership off
the properties. Also included in the Hospital's fixed assets for L998/99 are\
assets valued at Kshs.27,676,535 in respect of the IDH Mbagathi Districrtt
Hospital which now falls under the Ministry of HealtJl, Consequently, thd'
Hospital's fixed assets as reflected on the Balance Sheet are overstated to the
extent of the value of assets belonging to the Ministry.

Thc Connlttce heard the evldencc glvcn by the Chlof Drccutlvc ald w.t
lnforncd that:

(u the Horpltal had rlnce scqulrcd tltle decdr for thc plotr er
followa:

Locetlon Area lHal lLR. No.)

2O9l26tSE

2O9l13980

2O91t3979

Maln Horpltd Tltlo 45.01

Mortuety Chepcl O.33G)

Ncw ead Old f,ottuary 0.3,462

(ut thc Horpltel Jotatly rlth Keaya Modlcd fnlnlag Collcgo rad
Collcgc of Hcdth Sclcncor, Unlvcrelt5r of Ilrlrobl ownl Plot.
LR. No. 2O9ll397A ncarurlng 2.544 he for rccrcetlond
purporcr.

(lllt thc Board of Managctoont on 21rt iruaG, 2(XX) gnntcd
ruthorlty to rcnovc fron tho recordr Flxod Arotr vrluod rt
l<.ti.27,676...5,55 ln rorpect of Mbagatht Dlrtrlct Horpltd ead
rcrc rubrequontly excludod fron tbo Accoultt of thc Horpltd
for thc year t99912(XX) end that thc Dlrtrlct Hoapltd her
rlncc bcca talcn over by thc Mlnbtry of Hcdth.

Thc Connlttcc rccotrtncnd! thst tho Chlcf Brccutlvo rhould canuro thrt
thc tltlc dcc& for dt Iande ownod by tho Hoepltd are obtelned.

5. IRREOULIIRAWARDOFCONTRACT. KSHA.383.8q'.qX'

During the year 1998199, Kenyatta National Hospital entered into a contract
with a building and civil engineering firm for the rehabilitation and extension of
Registrars, Sisters' Flats, Sisters Mess and Histopatholory Laboratory at a totalI
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contract sum of Kshs.383,800,000. The contract was apparentll' arvardecl
through selective tendering. Apart from the fact that no Treasury authority u'as
seen approving the award of the job through selective tendering, it has also not
been explained how a contract of this magnitude and which is also of a general
nature would be sourced without being subjected to competitive bidding. The
contractor was also irregularly paid an advance payment amounting to
Kshs.57,570,OOO prior to moving to site. The bank guarantee for the advance
payment together with the performance bond for the project were sourced from
a privately owned bank at which the Hospital held fixed deposits of
Kshs.352,522 ,962 as at 30d, June,1999.

The Committee heard the evideuce given by the Chief Executive and was
informed that during the year under review the Hospital selectively and
without Treasury approval entered into a contract with a firm to
rehabilitate and renovate the registrar'a flats, Sister flats and mess &
Hrstopatolog5r Library at a total of Kshs.383,8OO,OOO.

The Commlttee further heard that:

trt the Consultarts of the Project was M/s Tectura International
while the contractor was M/s Neliwa Builders and Construction
Company owned by Dr. Mutiso and Mr. Chuchu respectively.

(iil the award to the consultant was on recommendation by the
Hospital's Maintenance and Development Committee on 13th
February, 1997, and thereafiter approved Funding for the project
on 18th September, 1997.

liiil approval for the project was given by the Minister for Health in
September, 1998 and that Treasury authority for selective
tendering was not sought.

(ivl by approval of the Board, the contractor was lrregularly given an
advance payment of Ksh.57,57O,OOO ostensibly to mobilize
materials and equipment for the proJect works.

the Bank providing the contractor's advance guarantee was the
contractor'g bank which apparently was also the Hospital's bank,
and further that payment (guarantee| was fully recovered by 13th
October, 2OOl in 24 monthly installments.

(vl

(vil the contract was later terminated and as a result, M/s Neliwa
Builders and Construction Coopany liled a suit against the
Hospital and that the Hospital did not file its defence and
thereafter ex-parte judgement was delivered for a
Kshs.78,315,914 compensation claim agalnst the Hospital.

I
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I (viil an assesament of the value of the remainlng work by the Minlstry
of Public Work revealed that it was valued at Ksh.93'445'135 as

at June, 2OO3.

The committee was also informed that the Board had slnce approved for
the work to continue and that work had been resumed by the same
contractor.

The Committee observed with grave concern that a project of euch
magnitude was not subjected to competitive bidding and that the advance
payment made to the contractor was irregular.

The committee recommends that the Director should adhere to the law
and regulations on Tender and Procurement currently in operation when
contracting for any of its project/works,

The committee further recommends that the then chief Executive Dr.
Augustine Muita should be held responsible for failing to advise the Board
on thu irregulai advance payment to the contractor before moving to site.

6. LEASING OF AN OFFICE FOR NON.EXECUTTVE CHAIRMAN

During the year 1998 199, the Hospital incurred expenditure totalling
Kshs. I ,862,655.40 towards lease charges, electricity, salaries and allowances
to staff attached to the offlce of its non-executive chairman. The office is
located away from the main offices of the Hospital. The above expenditure of
Kshs. I ,862,655.40 also excludes running expenses of a Peugeot 504 saloon car
registration No. KAE 21 lE exclusively used by the Chairman although the
Hospitat had indicated that an office 'a'as being identified for its Chairman
rryithin the Hospital premises, this indication, however, appears to contradict
the fact that the previous lease agreement which covered a period of two years
has again been extended for a further period of two years effective from 1't April
2O00. ln the circumstances, and in view of the non-executive nature of the
Chairman's appointment, it has not been possible to vouch and confirm the
propriety of the expenditure incurred on leasing his office and also on other
charges related thereto.

The Committee heard the evidence given by the Chief Executive that
acute shortage of ollice space forced the management of the Hospital to
rent an offrce for the Chalrman outside the Instltution.

The Committee wa8 informed that:

there was no Board'g approval for renting the oflice and incurrlng
expenditure amounting to Kshs.1,862'655.40'

t
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(fll vchlclc l(AE 2llE that had been allocatcd to the Chalrman war
wlthdrawn from the Chalrman's excluelve uae on 23'd Septenbcr
2(X)2 aril aoe operatea under the Hoapltal pool ecrrlce.

Thc ConnlttGs war gravcly concerned that thc then Chalrnan Hr. Joha
Chcrulyot wae accorded benelltr other than thote accorded to e IIoa-
Erocutlvc Chalrmaa of Governracnt Corporetloaa and thrt u e rceult
Krbr. 1,862,655.40 wac lrregularly lncurrcd.

Thc Connlttee recoaneada that ln vlow of thc fact thqt noa-Brocutfoo
Chalrnca arc not entltled to pennanent olllccs, a rGcuraoncc of euch ea
lrrcgulsdty rhould bc avoldod.

7, THET'T OF AOYOTA HIACE VAIT . I(AI' E58U

On O3 November 1995, a Toyota Hiace van registration No. KAD 858M
belonging to the Hospital and purchased for Kshs. 1,4OA,273 in 1994/95 was
stolen and a loss report made to the insurers. Todate, however, the Hospital is
yet to be compensated for the loss despite the fact that the vehicle had been
comprehensively insured for Kshs.2.lmillion under policy No.
08/080/00457 197. Avatlable information indicates that insurance company
olfered to compensate the Hospital an amount of Kshs. 973,000 in may 1997
which the Hospital rejected and insisted on settlement based on sum assured.
There is no satisfactory explanation for the delay in obtaining full settlement of
the loss from the insurance company. In the meantime, the vehicle still
continues to be included in the fxed assets of the Hospital despite the fact that
the asset no longer exits.

Thc Conmlttee heard the evldence glvcn by thc Chlcf Drecutlve ead was
lafornod that vehlcle Toyota Hlaco van I(AD 858U whlch sae bought on
3'tl lfovenbcr, 1995 wag atolen and rcported to lacureru for coapenratlon
of . tun of Kshr.2. I mllllon.

Thc Commlttee further heard that the lasurera M/c Standard Ascurance
Conpany offered to settle the clalm at Kaha.973,(XX, ln May, 1997
although the Hoapltal reJected lt and lnrlated on ccttlement baaed on ruE
lnrured.

Tho Committee noted that the natter was llled ln court vtde Htgh Court
Clvll Case No.597 of 2OOl and later referred to arbltratora where M/e
Muthoga, Gaturu and Co. Advocates have been lnstructed to llnallzc lt.

The Commlttee obaenred wlth conccrn that the mattcr has taLon
lnordlnately long tlme to be resolved and that the Eanagencnt of the
Hoapltal has handled the matter lmprudeatly.

I
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I The committee recommends that the management of the Hospital ehould
follow the matter to its loglcal conclusion and the value of the vehicle be

put in the unsettled losses.

A. UNACCOUNTED FOR NHIF C UES. KSHS .8()6 550

The committee further heard that the Hospital had instituted certalu
System meaaures to stem out similar fraud and that this lnclude ensurlug
that NHIF cheques are physically delivered and receipts delivered to I{HIF
and cheques accounted for separately.

The committee n a8 also informed that the following five (51 officers were
identlfied and charged in the Anti-corruption court for particlpating in
the fraud:

James Atati - l4l I 6A7 I 0,3. CF 2351/O3
Francis Miiri- 141/6a7 lo,3- CF 2351/O3
Zacharla Ndigwa- l4Ll6ASl2OO3- CF 461o.3
Charles Onchiri- L4ll6AG|2OO3- CF 43l0g
N. Nyakundi- l4Ll6A6l2OO3- CF 43l0g

The Committec was concerned that in total, cheques worth over
K8hs.72,OOO,OOO remained unaccounted for, while between August 1999
and November, 2OOl, cheques issued by NHIF to Kenyatta Natlond
Hospltal and not recelved in the Hospital'e cheque Register amounted to
Kshs.9O,OO5,933.

The committee recommeude that the Dlrector of the Hoapital ehould
ensure that Internal Audtt Department is pro-active in its work and that
fraud ou cheques le detected and eradicated on time.

+ During the year under review, the Hospital received cheques totalling
Kshs.806,550 from the National Hospital Insurance Fund on account of claims

for in-patient treatment. These cheques do not also appear to have been

receipted by the Hospital before banking. It was further noted the "special

clearance" was effected for one of the cheques No.023949 dated 3l May 99 in
the amount of Kshs.26,55O. Apart from the fact that the non-receipting and

non-recording of these cheques clearly indicated existence of a fraud, no

evidence has been provided to support any investigations by the_ Hospital
regarding the matter and the cheques still remain unaccounted for todate.

The committee heard the evidence given by the chief Executlve that the
Hospital lost funds equivalent to Kshs.8O6,55O due to unaccounted NHIF

cheiues and that as a result five ollicers have been charged in Court in
connection with the mstter.

I
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\KENYA RAILUIAYS CORPORATION
REFORT OF THE CONTROLLER AND AUDITOR.GENERAL ON THE
ACCOUNTS OF KEI{YA RAILWAYS CORPORATION FOR THE YEAR ENDED
30 wNE 1999

1. FINANCIAL POSITION

During the year 1998199 the Corporation realised a deficit of
Ksh. 1,392,057, 134 which brought its accumulated deficits to
Ksh.8, 144,532,088 as at 30 June, 1999. The Balance Sheet also reflects
negative working capital of Ksh.1,5O0,236,348 as at 30 June 1999. The
Corporation was still unable to meet its loans obligations as they fell due while
statutory and other deductions totalling Ksh.39 1,357,267 had not been
remitted as at 30 June, 1999. The Corporation was, therefore, technically
insolvent and its continued operation as a going concern was dependent upon
the support of its creditors, bankers, lenders and Government.

The Commlttee heard the evidence given by the Chief Executive that
durlng the year under review, the Corporation realised a deficit of
Ksha.l,392,057,l34.OO and further that the Audtted Balance Sheet for the
Corporation reflected negative working capital of Kshs.1,50O,236,348 as
at June 1999.

The Committee further heard that the Corporation had not honoured
accrued loan obligations aa they fell due and that statutory and other
deductione totalllng Kshs.391,357,267 tlad, not been remitted.

The Committee also heard that the Corporation was initiating
arrangements through the government to convert into equlty, loans which
have been servlced and that the management was remitting statutory
deductlons at the rate of Kshs.l4 million per month leaving outstanding
arreara of Kshe.679.8 milllon as at 31.t May 2OO3.

The Commlttee was informed that in order to settle theee llabllitles, the
Goverament approved the cale of the Corporation's land which realized an
anount of Kshs,I,538,O97,5OO. f A llst of Kenya Ralluags propertles sold
to thlrd partles ls attached ln the Report as Appendlx C)

The Committee was concerned that the Corporation had contlnued to
realize deficits despite conatant aasurance by the Management that
meaaures had been put ln place to avert thie. They observed with concern
that the Corporatlon had failed to honour lts statutory obllgatlons.

The Committee recommends that the Government should continue
restructuring the Corporation to take it back to prolitability.

t
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2, FIXEDASSETSVALUE

The Balance Sheet net tangible assets balance of Ksh.8,3O6,232,929 as at 30
June 1999 excludes an undetermined value of twenty (2O) motor vehicles and
some Corporation's surveyed and unsurveyed parcels of lands not valued as at
30 June, 1999. lt has therefore not been possible under the circumstances, to
confirm that the Corporation's tangible assets are fairly stated in these
accounts.

The Committee heard the evidence given by the Chief Executlve that 2O
(twenty) motor vehicles which were not included in the Balance Sheet
were subsequently capitalized and included in the year 1999I2OOO
Balance Sheet.

The Committee further heard that due to financial constralnts, the
Corporation had not been able to value its lands and that only lands under
the Land Sale Programme were valued in the ycar 2OO1 by the
Commissioner of Lands to facilitate the Sales.

The Committee noted that no new Survey had been commlasioned due to
financial constraints and that the Corporation is examining the possibility
of using government valuers to assist in the exercise.

Tbe Committee recommends that the Chief Executive should ensure that
the Kenya Railways Land is sunreyed and valued.

3. DEBTORS

The Balance Sheet Debtors figure of Ksh.2,561,428,099 as at 30 June, 1999
includes Advances (General) and Traffic Account-Current Trade Debtors
balancis of Ksh. 1,636,271,345. respectively. In addition, the Advances
(General) amount of Kshs. 157,690,237 as at 30 June, 1999 represents a
decrease of Ksh.428,689,1 15 from the previous year's Iigure of
Ksh.586,379,352 but without adequate explanation as to why balances
reflected in the Corporation's Accounts for the previous year including
Ksh.64,152,546 owed by General Electric Company, Ksh.33,447,364 from
KECOSO Games and Ksh.291,367,87O owed in respect of services rendered to
Uganda and Tanzania Railways through M.V. Uhuru were omitted in these
Accounts even when no record was seen for settlement of any of these very
substantial accounts. Further, some 42 customers had exceeded their
guaranteed limits by Ksh.253,419,434 as at 30 June, 1999 while 10 firms
which had not placed freight deposits with the Corporation w,ire also allowed to
operate and overdraw their accounts to the extent of Ksh.75,649,241, contrary
to the provisions of the Corporation's Financial Regulations.

t
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The Commlttee heard the evidence given by the Chief Executive that
Balance Sheet debtors figure of Kshs.2,561,428,O99 included Advances
(Generalf and Traffic Account Current Trade Debtors Balances of
Kshs.157,69o,237 and Kshs.1,636,271,345 respectively and that the
flgures were lsolated and reported separately in the 1998/1999 Accounts
leading to a decrease of Kshs.428,689,115 as follows: I

(il
liil
(rrrl
(ivl

Magadi Railways
Transtrade
Uganda Railways
Regional imprest advance
Accounted for

Kshs.117,639,179
Kshs. 978,646
Kshs. 291,367,87O

Kshs. 18 703 420

Total Kshs.428,689,115

The Committee further heard that:

(rl an amount of Kshs.291,367,870 being earnings for MV Uhuru was
omitted from the accounts of the year under review, to allow fot
more investigative auditing to .establish the correct indebtedness
between Kenya Railways and Uganda Railways.

(iil most accounts of th.e 432 customers who had exceeded their
quatanteed limits, had become dormant and efforts to follow them
up has become fruitless as they no longer do business with the
Corporation and that placement of wagons to such customers had
been stopped.

litil the 1O firms which are parastatals had not placed freight deposits
with the Corporation as they were not required to siuce they were
wholly owned by the government.

The Committee noted that the above ten Parastatals are operating and
the reconciliations to recover the amounts owing amounting to
Kshe.75,649,241 are underway,

The Committee recommends that the Chief Executive should ensure that
all debts due are recovered.

The Committee further recommends that reconciliation in respect of
iadebtedaees between the Kenya Railways and the Uganda Railways
should be done regularly.

{
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I 4 CASH AND BANK BALANCES

The Commlttee was lnformed that:

(it

(iil

(liil

,

Unpaid cheques amounting to Ksh.415,2 11,956 dating back to May 1996

which were indicated as beiig stale in lgg7 lgB had still not been written back

into the cashbook. The corporation did not also analyse unpresented cheques

amounting to Ksh. 1,125 ,C€iq,OOZ as at 30 June 1999 reflected as Accrued
payments"under Note 9 to the Accounts and as a result it was not possible to

determine the current value of stale cheques yet to be written back or even to

establish whether the Accrued Payments amounting to.Ksh. 1,125,484,667 was

iairly stated. Further, the acturl physical cash balance as per Cash survey

was Ksh.7,2 71,3g5.75 while the General Ledger baiance-. --was only

Ksh.208,383.00 thereby resulting into an unexplained difference of

Ksh.7,O63,012.75. tn addition, thi analysis of cash In Transit amount of

Ksh.6;92 1,4S8 as at 30 June 1999 was not provided for audit review nor were

analyses ior Miscellaneous Bank Debits and Miscelianeous Bank Credits

figures for Kshs. 125,a54,268 and Ksh.3o,945,342 respectively also availed for

viification. In view of ihe foregoing it has not been possible to confirm the

accuracy of the Cash and Bank balances reflected in the Corporation's

Accounts as at 30 June 1999.

TheCommitteeheardtheevidencegivenbytheChlefExecutlvethat
unpaid cheques amounting to Kshs.415,211,356 dating back to, 1996

wh-lch were indicated as belng stale in the year under review afe stlu bccn
written back in the Cash BoJks and that the Corporation did not analyre
the unpresented cheques amountlng to Kshs. 1, 12 5,484,667 as at SOth

June 1999.

the unpresented cheques were presented to
veriflcation and caPtured lo the L999l2OOO
chequee drawn and could not be releaaed
constralnts wcre cancelled and written back.

miscellaneous debits and credit llgures of Kshs.125,894,268 aad-

Kehs.3O,945,442 reepectlvely amountg accumulated ovcr a Pcrlod of
tlme due to lack of atcurate reconcillatlon iu the past are now belng
reconciled with the bank.

that cash in Translt amountlng to Kshs'6,921,458 which rePrescntr
arrount earned ln the previou- year had not been preeeoted to the
auditore for verltlcatlon in the year under review, since they had not
been recelved io the cash olllce for balancing a8 at 30th June 1999
whfle the unexplalned dlfference of Kehs.?,O63,OL2.75 reprcsents
part ofcash ln Transit, Imprests cgsh and cash on hand.

the audltore for
Accounte, whlle

due to Ilaanclal

t
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The Committec rccomnends that cheques which are drawn are released
immediately.

The Committee further recommendg that the Chief Executive ehould
enaure that internatlonally accepted Accounting Systens are constituted
and maintalned and Bank reconciliation done on monthly basis.

5. IRR"EGULAR ALLOCATION OF LAND

The Corporation's property records for 1998/99 show that Plot
KSM/MUN/BLOCKT 13365, formerly plot No.LR/ tt8/ tt84 was sub-divided
and allocated by the Commissioner of Lands to an Insurance Company, a
private developer and a financial institution without approval of the Board and
the parent Ministry. Available information also indicates that plot Nos.
2O9/661 11 and 37/38 with improvements thereon valued at Kshs.1,2S0,0OO
and Kshs.1.5 million respectively were surrendered by Government but without
compensation for the improvements on the plots being addressed. In addition,
Plot No.209/ 12472 at Upper Hill with a book value of Ksh.7,5OO,OOO was
transferred to a Church Development Trust for consideration of Ksh.75O,OOO in
addition to an exchange of two acres of land situated at a remote corner on Plot
L.R. NO. Karen 122409 at Karen but whose transfer to the Corporation is yet to
be effected to-date. The Corporation also surrendered plots NO.209/6620
(5.O6 acres) and L.R. No.209l6337 (13.562 acres) ro a public Girls High School
in Nairobi reportedly on instructions from Government but without
compensation being paid for the substantial developments on the two plots
valued at Ksh.10,O00,000 in 1995. Further, Corporation's plots Nos.2O9/91O1
and 2O9 /9103 were also apparently grabbed by private developers. The loss of
its land to private developers under unexplained circumstances as well as the
issue of non-compensation by Government for improvements on the land
surrendered to the latter have not, therefore, been appropriately addressed and
as a result it has not been possible to confirm the propriety of the related
property transactions.

The Commlttee heard the evidence given by the Chief Executive and was
lnforoed thit:

tit Kenya Railways Management consented to the surrender of part of
the Plot No. KSM/MUN/Block 7/369 form,erly Plot LR No. tt8/1184
which was then subdivided and allocated to Kenya National
Assurance, Central Bank of Kenya and Thabiti Flnance Company
Llmited, and that Central Bank declined to take ptot LR
KSM/MUN/384, which was subsequently allocated to Mr. Solomon
ltdalo Obede by the Commissloner of Lands without consulting the
Corporation.

I
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(iil the intended surrender of plots No. 2O9l6617l 1' KilimanJaro
Avenue, and LR. No 37 128, Kiambere Road did not materiallze and
that the plots are still under the ownership ofthe Corporation'

,

(iiil the Commissioner of Lands irregularly allocated the Corporation's
land countrywide and that a Presentation had been made to the
Presidential Commission on Land Inquiry with the aim of having the
existing title deeds cancelled. (Attached ls a list of the irregular
allocations as Appendtx D)

the Plot LR No. 2019112472, Upper Hill Road was transferred to
Afrlcan Inland Church having paid the total value of Kshs.7,5OO'(XX)
after the Corporation falled to have the plots exchanged.

plots LR 20glg1.Dl and LR. 209l9l0g which were originally partof
Railways temPorary Plot No. I 14O waa surrendered to the
Government foi development of Golden Gate Plainsview Estates and
further that one of the subdivided plots which stood on a Railways
Class III house was subsequently sold under the Lands Sale
programme.

(iv)

(vl

o LR . 2O9l aS97 K. Thinga, G. Kangoyo, Muriuki Muchanja
r LR No. 20918538 LR. Emma wanjiku Murai
o LR. 2O9l821 Pentecostal Assemblles ofGod

The Committee observed that:

the Commissioner of Lands without recourse to and consent of the
Kenya Railways itlegally allocated the Corporations lands ln Nairobi'
Mombasa, Kisumu, Kitale, Nakuru, Eldoret and Muguga to prlvate
developers (the llst ls attached as Appendlx D).

(ii) the Commiseioner of Lands allocated plot LR No. KSM/MUN/384 to
Solomon Ndalo Obede without consulting the Corporatlon.

(fit) some plots which were sold by the Management were sold far below
the then existing market values.

The Committee noted that the Corporation surrendered the plots LR. NO'
2Ogt662O 15.06 acres) and LR No' 20916837 '13.562 acree) to Panganl
Girls High school on lnstructions of the Government, portione of thla laad

-"a"oring 1.O8O hectares had earlier been surrendered ln 1975 and
allocated to:

D
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The Commlttee recommends that:

(i) the Chtef Executive should liaise with the Commlssioner of lands
with the view to placlug caveats on the irregular allocated pieces of
land (Ltst atta;ched as appendlx D/ and having the allocatlone
cancelled.

(iil the Chief Executlve should liaise wlth the Commlssloner of Lands
wlth the view to havlng the case agalnst Solomon Ndalo Obede in
respect of the irregular allocation of Plot No. KSM/MUN/384
concluded.

(ftt) the Chtef Executive should enaure that any dlsposal of the
Corporation's property ie doae in accordance with the procurement
procedures currently ln force.

(ivl the Commissioner of Lands should provide documents showing the
allottees of the Lands indicated ag unknown and the current status
egtabllshed wlth a view to having the allotmente nullifled.

6. NET PUBLIC DEBT

The Corporation's Accounts for the year 1998199 reflect a Net Public Debt of
Ksh.4,217,95 7,224 while Treasury's confirmation as at 30 June 1999 is for a
balance of Ksh.3,637,086,666. Although the Corporation has now explained
that the figure confirmed by Treasury excluded Ksh.722,891,257 being the
amount reimbursable to Government and that the balance, therefore, should
be Ksh.4,359 ,977,923 as at 30 June 1999 there is still a difference of
Ksh.142,026,700 which has not been reconciled and which remains excluded
from the Net Public Debt balance of Ksh.4,217,957,224 as at 30 June 1999.
Under the circumstances, it has not been possible to confirm that the Net
Public Debt is fairly stated in these Accounts.

The Commlttee heard the evldence given by the Chtef Executlve and was
lnformed that the unreconciled figure of Kshs.l42'O26'699.OO was
excluded from the net publlc debt of Kahs,4,217,95L,224.OO and the
Treasury's conllrmation of Kshs. 4,359,977,923.OO.

The Commlttee was further lnformed that the excluded amount of
llaL;a.l42,O26,699 .OO was in rcspect of matured loans due for payment in
the next flnancial year.

The Committee noted that the reconclllatlon of loaus between KRC and
the Treaaury Is on going.

t
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TheCommitteerelteratesitgearllerreconmeadationonthellthReport
p"geiitn"t the Net Publtc Debt should be reconclled on annual basis and

lii.ii".-"nts from the loans be availed to audltors durlng audlt revieur.

D DieselGasFuel,srecordsmaintainedintheRegionalMechanicalErrgineer.s
lnfUey Om.. in the Coasi Region revealed an appalent fuel shortage of 268,330

litres valued at Ksh.9,39i,ist- tf,. Corporation has not explained the cause of

the above material diesel gas oil shortige or even indicated the action taken

against those involved in the shortage'

The Commlttee heard the evldence glven by the Chl,ef 
- 
E:recutive that

Dleeel Gas Fuel's Records lu the Coast reglon revealed a variance of
iii,gao littee valued "t 

x"h".g,391,55o be-tween the records and the

Actual Dlpping and that thls represelted handllng loasee'

TheCommittee,whllenotingthatthevarlancewaswlthlatheacceptable
oll lnduetry maximum losJe, obsenred that the Corporatlon had not
determlued the rate of evaporatlon of fuet to verlfy the losseg'

TheCommltteerecooEendsthattheChtefExecutlveshouldeatablish
the actual evaporatlon rates to verlfy euch losees'

7. DI GAS OIL SHORTAGE

8 IRREGULAR USE OF CREDIT AND CHARGE CARDS

Duringtheyear:lggslgg,theManagingDirectorandotherSeniormanagers
u".a 6reaii Cards and committed the Corporation to a total expenditure of

Ksh.34,5lT.OocontrarytoprovisionsofOfficeofthePresidentCircular
No.1/93 dated 29 APril, 1993'

The commlttee heard the evidence given by the chief Enecutive that the
forrner Managlag Dlrector Mr. Erlc Nyamunga, the then Deputy Mauaglag

Dlrector nar. s. K. Glthendu and the theu General Manager Mr. G.

GathurlmauaedcreditcardeandcoramlttedtheCorporatlon-toan
exjenafture of Kshs.32,872.5O, Kshg' L,322'SO and Kshs322'OO
reipectively contrary to provtslons of clause- 16 of circular No' 1193 Ref'

xo. op.s/21 l2AYol, roonnl 152) of 29th April' 1999'

The commlttec noted that a remlnder had been eent to the above oflicers
to refuud thc moneY but to no avall.

TheCommltteefurthernotedthatthethenMauaglngDirectorMr.Erlc
Nyarnunga has elnce refunded the money due from hlm'

a
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The committee recommends that the chlef Executive should use all
meana at his disposal to recover the monies.

9. IRREGULARPAYMENT OF SITTII{G ALLOWANCES

During the year under review, the Corporation's Managing Director, its Deputy
Managing Director and other public officers in receipt of salary were paid
sitting allowances totaling Ksh.55,ooo contrary to provisions of SeCtion 7 of the
Kenya Railways Corporation Act, Cap.397.

The committee heard the evldence given by the chief Executive and was
informed that the then Managlng Director and other public oflicers ln
receipt of salary were paid sitting allowances totalling Kshs.SS,OOO
contrary to provisions ofthe Kenya Railways Corporations Act, Cap. 397.

The committee noted that the then Managing Director had since refunded
Kshs.lO,OOO.

The Committee further noted that the oflicers named herebelow had been
asked to refund the monlee:

rf

t

I
2
3

r. S.
r. J.
r. S.

M
M
M

M. Kinuthla
G. Mwangi
K. Githendu

Kshs.28,OOO
Kshs.lS,OOO
Kshc. 5,OOO

The corporation has two (2) subsidiary companies namely Kenrail consultants
Limited and Numerical Machining complex Limited, with the latter company
being exempted from the provisions of the State corporation's debtors accounts
for 1998 /99 include an amount of Ksh. 16,20Z ,gSO shown as owing from
Numerical Machining complex Limited as at 3o June 1999 in respect of
salaries and aliowances paid at the rate of Ksh.3zr,2z5 per month for some 41
employees of the corporation seconded to the company subsidiary to work in
the Foundry shop. The terms and conditions of the secondment hive however,
not been clearly specified.

In addition, Numerical Machining Complex Limited has never paid any
dividends to the Corporation, apparently due to its doubtful viability.

The committee heard the evidence given by the chief Executive and was
informed that arbitration audit was carried out by the controller and
Audltor General on Kshs.l6,2O7,gSO shown as owing from Numerical

The committee recommends that the chief Executive should ensure that
the above named people repay the money without delay.

10. SUBSIDIARY COM PANIES
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Machialng Complcx (NMCI Limitcd aud thc outcomc wt! thet thc
Corporetion owcs NMC Kshs.6,986'9O1.fir.

Thc commlttcc furthcr hcerd thet NMC is not functiond ac initidly
plenned as ninc Plents required wcrc ncvcr Put iu placc duc to leck of
Funds amounting to Kshs.7.8 billion.

Thc conmittcc rccoEEcnde thet Numericel Mechlnlng complex Ltd
urgcntly submits lte eccounts for auditing.

a

47



KENYA SUGAR DEVELOPMENT FUND

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF. THE KENTA SUGAR DEVELOPMENT FUND FOR THE YEAR
ENDED 3() JUNE 2OOO

I. TISSUECULTUREPROG RAMME

Reference was made in the previous year's report regarding the unsatisfactory
manner in which the Tissue Culture Programme was handled by the Fund
during that year. A review of the position in the year l9g9 /2OOO showed that a
total amount of Ksh.211, 750,000 had been spent on the programme as at 3oth
June, 2000. As previously stated, the Fund has not explained why it has paid
for propagation of plantlets in excess of the one million plantlets per year as
stipulated and approved by the Sugar Development Fund Committee at it's 2gth
Meeting held on 20 January, 1998. It has also not been possible to ascertain
when and to whom the sugar cane clones of the philippine variety for the Coast
Province were to be supplied to in view of the known absence sugar cane
farming at the Coast. In the circumstances, therefore, it has not been possible
to express an opinion or even confirm the propriety of the expenditure incurred
on the tissue culture programme.

The Committee heard the evldence given by the Chlef ExecuHve that the
29th SDF Commlttee aeeting of 20th January, 1998 approved propagation
of 5,OOO,OOO plantlets at Kshs.35/= each over a perlod of ,lve years and
that 4,OO3,571 plantlets werc propagated by I(ARI ln the ycar t99At99
contrary to the number of one milllon plantlets approved.

The Commlttee further heard that:

(r| approval of the 29th SDF Commlttee meetlng was for procurement of
plantlets of four clones of the locally bred Kenyan varietieg and orre
cloue of the Phtlipptae bred variety for the Coast Provlnce and that
as a result the Authorlty started negotiatlone wtth M/s. Geuetlc
Technologies Ltd for mlcro propagation of Sugarcane for industrlal
uae.

(ifl a memorandum of understaading (MOUf waa signed between Kenya
Sugar Authority and KARI tn January l.t 1996, ou the mlcro-
propagatlon of Sugarcane aad that the MOU gave KARI the rlghta to
determine the programme requlrementg and tlmlng of the
propagatlon.

(iiil with the assistance and recommeadatlon of I{ARI, whose Dlroctor
then wae, Dr. Nderitu, vlde letter Ref. KARI e, 1-t0,4gl 1.01- dated 29th

.l
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January 1999, M/s. Genetlc Technologies Ltd whose reglstered
ofilce-isatLR.No.l3oToLowerKabeteRoad,Nalroblwere
ldentified to undertake the variety lmprovemeats and further that
the Dlrectors of Genetlc Technologies are:

1. Irene WanJlru Nderltu
2. Narendra Bhailalbhai Patel
3. Saryakant Bhalllabhai Patel

(ivt that the Board had speat Kshs'21-1,75O,OOO on the Tis-sue- 
^Culture

Programme ag at 3OthlurLe,2OO2, had paid Ksha'627,L27'OOO for 17

million plantlets and that kshs.l5O,O5O,OOO remain unpaid todate.
This was way above the approved 5 milllon plantlets for an amount
of Kshs.175,OOO,OOO. for a period of five years'

(vl that no authority has evet been sought for the exceaa order of
16,08(),000 Plantlets.

The Committee was concerned that the Fund varied the earlier
arrangement for spreading of the propagation over a perlod of live years

witho-ut recourae to the g-oard .oa tn"t this brought flnanclal constrainta
to the Fund.

The Commlttee made the following obsenratlons:

(i) that the Tissue Culture Programme waa inltiated by the
Management of KARI and Kenya Sugar Authorlty with the intentlon
of defiauding the KSA and that MOU sigued between I(ARI and KSA

in 1996, could not override the decision of the 29th SDF Committee
of 2Oth January 1998 which approved Procurenert of 5 milllon
plantles at Kshi.ssT= each over a period of 5 years only'

(iil that desplte the SDF Committee directive that only 5 million
planttete-be procured over a period of 5 years and that the prices of
kshs.3S/= b- negotlated downwards, the then Chief Executive of
Kenya Sugar Boarl Mr. Francis Chahonyo, who ya1 the Chairman of
the 

-sDF 
Management Commlttee, lgnored the decision, decllned to

negotiate the plice and procured more plantlets than approved'

(iiil that the then Director of I(ARI Dr. Nderitu, knowingly and willfully
lntroduced M/s. Genetic Technologiee Ltd to do the propagation
withoutdeclaringthatoneoftheDirectorsoftheCompanyMrs.
Irine WanJiru Nderitu was his wife.

The cornmittee therefote recommendg that the theu chief Enecutives of
KARIandKsAMessrs.NderituandFrancisChahonyorespectlvelyshould
be lnvestigated by the Kenya Antl-corruptlon commiseion for posslble.+
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abuse of office and corrupt practices in the initiation and implementation
of the Tissue Culture Programme.

2, LOANS TO SUGAR COMPANIES

Included in Loans to Companies figure of Kshs.4,O65,3 08,142 shown on the
Balance Sheet as at 3O June, 2000 is an amount of Kshs.2,588,498,571, being
overdue loans from sugar companies. Also included in the interest on Loans
figure of Ksh.1,348,927,130 reflected on the Balance Sheet is an amount of
Ksh.\,276,266,742 in respect of over due interest on the same loans which the
sugar companies had not paid to the Fund as per the related loan agreements.
The huge outstanding and over-due loans and interest thereof are apparent
indications that the Fund may not have put in place an adequate and effective
loans recovery mechanism. Unless and until this problem is adequately
addressed, loan advances to sugar companies may eventually turn out to be
irrecoverable, a situation which would adversely affect the objective of the
Fund.

The Committee heard the evidence given by the Chief Executive that
repayment of overdue loans amounting to Ksh.2,S88,498,S71 and interest
due on loans of l{:ahs.1,276,266,7 42 from Sugar Companies had not been
paid to the Fund as at 3Oth June, 2OOO and that this has adversely
affected the activities ofthe f'und.

The committee was informed that the Board waived all interests as at
28tb July, 2OO3 on outstanding loans and interest on levy arrearg
amountlng to Kshe.2,O2O,647,76O.57 owed by both Sugar and Outgrowers
companies, and that negotiatlons had been opened up with the debtors
with a view to resolving the principal amounts.

The Committee noted that the Sugar Development Fund Management
committee had reviewed its lending procedure which include ensuring
that borrowers provide clean adequate securities, making a down payment
as proof of commitment for the loan applied and satisfactory evaluation
of the prevlous disbursements before any further disbursemeni is made.

t

The commlttee reiteratea its earlier recomnendation ln the Eleventh
Report, Paragraph 2, on Page lS, that the Chief Executive ehould use all
meana posalble, includlng legal redress, to be carrled out by the Board,cLegal Department, to recover the overdue loans amounting to
Kshs.2,588,498,571.

3. LEGAL T'EES

In the year 1999/2OOO
Kshs.32,265,931 on legal fees

Pund incurred expenditure totalling
of which Kshs. 30, 155,83 1 was paid to

the
out
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firms of advocates and was charged to respective Sugar companies in respect
of engagement of such law firms to collect overdue loans from the Sugar

.o-pi.i.". As previously reported the Fund has not produced evidence to

supiort the law firms' Lasis for various payments, particularly in view of
.*i"i.... of huge overdue loan balances and also lack of any clear record
regarding corresponding recovery by such lawyers of the overdue loans.. The
puna nai also not justified its use of private lawyers instead of using its own
legal services to collect the outstanding loans.

The committee heard the evidence given by the chief Executive that out
of an amount of Kshs.32,488,429 paid out to the Board's Lawyers' an
atnount of Kshs. 14,1 89,257 .gO was paid out to third party Lawyers of
Miwani and Muhoroni Sugar Companles, while the balance of
Kshs.18,299,172 was paid out to the following law firms in resPect of legal
fees for recovering overdue loans:

LAW FIRM CH . NO. DATE FEES

Wetangula & Co.
Advocate3 ooo941 22"d sept, 1999 1,852,41O.OO

Hayanga & Co.
Advocate! 65 Sth Aprll, 2OOO L,727,295.OO

Wetangula & Co.
Advocete8 ooo942 22"d scpt, 1999 1,852,41O.OO

H.yanga 6E Co.
Advocates oo3658 12tL Aug, 1999 1,493,635.00

Lumumba & Mumaa
Advocates 4467 3otb Mer, 2OOO srrc,178.75

Wetangula & Co.
Advocat€a ()3533 8tb July 1999 s 16,210.OO

Keremanl & Co.
Advocate3

Heyanga & Co.
Advocate.

E, A. Ngalra

R.K. Somala Adv.

Wetangula & Co.
Advocetes

oo3478 4th July, 1999 2'a42'LA6.9g

oorrc30

4652

oo414a

29th Nov, 1999

28tL Jsn, 2OOO

3l.tJaE, 2ooo

3,817,25O.OO

3,562,Os5.OO

r 1,347,O7r.OO

l,897,sOO.OO

a
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The Commlttee further heard that:

(it instructions fees were purportedly paid once instructlons were
iesued and were determined in accordance with the subJect
matter and fee uotes ralsed as Per Schedule VI of the
Advocates (Remunerationf (Amendmentl Order, 1997
(Advocatee and Clients Feesf .

(iil the Board is in the procesa of strengthening the capaclty of its
legal Department with the view to carrying out all
conveyanclng and debt collectlon work in-house.

liiil to date a total of Kshs.329,845,479 has been recovered by the
law lirms and fee notes amounting to Kshs.32,488'429.OO has
been pald to the lawyers.

The Committee was concerned that the legal fees were charges on Sugar
Companies without proper agreements.

The Committee recommende that all claims by the lawyers be referred to
the Registrar of High Court for taxatlon and where there was no
justification for payments, appropriate recoveries be made.

4. BUSIA SUGAR COMPAITY

Information available shows that Busia Sugar Company owed the Fund loans
and interest thereof totalling Ksh.320,070,675 as at 30 June 20O0.The Busia
Sugar Factory, which was planned to process 115,000 tonnes of sugar a year
at Nasewa in Busia, was to be operational by 1997 but the construction and
completion of the same has delayed. Although Busia Sugar Company has been
selling its cane to Mumias Sugar Company and has been recovering its costs
before releasing payments to cane farms, only Kshs.32,O2 1,779 had been
recovered in respect of SDF loan repayment as at 24h October 2O01. It is not
clear, therefore, why the Company has not repaid SDF loans from the trading
revenue received from the Mumias Sugar Company. It was particuiarly noted
that an external firm which provided technical management services to
Mumias Sugar Company also held a 337o shareholding in Busia Sugar
Company.

The Committee heard the evidence by the Chlef Executive and was
informed that Busia Sugar Company owed the Sugar Development Fund
anounta of Kshs.3,95O,OOO as Principal Loan on factory design under the
rehabilitation compotrent and Kshs.2O9,84O,O58. 50 as Prlnclpal l,oans
for cane development.

a

52

a



)

The Committee was further informed that:

(i) due to delay in construction of the factory in Bueia, arrangenents
have been made to have all cane developed in Busia Scheme milled
by Mumias Sugar Factory and that Mumias Suga Company would
recover loans advanced to Busia Sugar Company against Busia Sugar
Company cane dellvery proceeds and remit such recoveries to the
Kenya Sugar Board to servlce the loan,

liil that only Kshs. 32,021,779.OO had been recovered in respect of the
loan repayment to the Board as at 24th October,2OOl and that Busla
Sugar Company has made a proposal for the conversion of the
Kenya Sugar Board loans and accrued interests to equlty in a
fi nancial restructuring.

(iii) that the Board of Directors and Management of Busia Sugar
Company has failed to facilitate the verification of actual use of the
loan advanced to it by Sugar Development Fund.

(ivl the Kenya Sugar Board is in possession of the Title Deed No'
Bukhayo/Nasewa/ 15OO for 34L.2 hectares registered in the name of
Busia Sugar Company as a security.

(v) That M/s. Booker Tate holds 33olo share holding in Busia Sugar
Company.

The Committee made the following obsenrations:

(i) that Busia Sugar Company is not servicing the loan advanced to it,
despite the understanding that Mumias Sugar Company would
recover loans advanced to the Company from its cane delivery
proceeds.

(ii) the title deed held by Kenya Sugar Board in respect of loar
advanced to Busia Sugar Company is not charged to the Kenye
Sugar Board and therefore it not adequate security.

liiil a proper confirmation has not made on the status of M/s. Booker
Tate's role in the establishment of Busia Sugar factory, given that
they are also providing technical management services to Mumias
Sugar Company.

.D
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The Committee recommends that:

tit thc Menegement of Kenya Sugar Boerd should ensure that Busia
Sugar Company continucs to sctslce loans advanccd to it whlch now
stends et Kshs.3O7,678,528.OO.

Ittl thc Management of Kcnya Sugar Board should cnsure that thc
process of cherglng the title dccd Bukheyo/Nascwe/ l5OO prescnted
es sccurlty ls concluded without furthcr dclay end not letcr then
october 3oth, 2oo4.

(iii) the role of M/s. Bookcr Tate in the establishmcnt of Busie Sugar
Fectory and verillcation of the ectuel use of thc loan be determined
beforc a proposal for llnancial restructuring is considcrcd.

5. OUTSTANDINGIMPRESTS

During the year 1999 I2OOO the Fund rssued imprests totally Kshs.2,132,47 |
to an employee of the Kenya Sugar Authority, the balance of which stood at
Kshs. 1,718,263 as at 30 June 2000. Available rnformation shows that the
officer has since left the employment of the Kenya Sugar Authortty but without
settling the outstanding imprest. Although the Authorrty has filed a suit in
court against the ex-employee under HCCC No.2130 of 2OOO, recoverabrlity of
the outstanding amount is, however, strll not certain.

Thc Committec heerd the evidence given by thc Chicf Exccutive thet thc
Fuad iscued lmprests totelllng Kshs. 2,132,471 in the l999l2OOO
floancial ycar to en cmployce of Kcnya Sugar Board a Mr. Kcgodc who her
clncc left the compeny and furthcr thet the balancc of Kshs.1,139,055.85
ls yct to be recovered.

Thc Commlttce further hcard thet the company has filed a civil sult ln
court agelnst the cx-employer under HCCC No.213O of 2OOO,

The Committcc recommcnds thet thc Chicf Executive follos the crsc to
itc conclueion.

a
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KENYA SUGAR BOARD

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF KENYA SUGAR BOARD FOR THE YEAR ENDED 3OTH JUNE

,D

During the year 1999 I 2OOO, Authority's cxpcnditure on me tlical expcrrses

increaied from Ksh.6,428,39O as at 30 June 1999 to Ksl-rs l4,6l 1,005 as at 30

June 2O00 and exceeded the Item budget allocatiorl for the year by

Kshs.4,098,0O5. Although a Medical Scheme for the Authority was approvcd
by its Board on 13 December 1996, the Scheme was not, however, approved by

Government as required under existing regulations. In March and Apri] 2o0rJ

the Authority also revised allowances payable to its directors and staff
including house allou'ances, against wllich expenditure increased lrom

Xshs.S,0t7,926 in D9al99 to Kshs.7,7O2,l63 in 1999 l2OOO. Although the

Authority wrote to Government requesting for approval for the revised rates o[
allowanCes no approval u,as, however, seen for the implementation of tl-tc

revised rates of allowances. [n the absence of anl' such approval, it was not
possible to confirm the propriety of the expenditure incurred by the Authority
on both the Medical Scheme and the house and other allowances.

2000

I, MEDICAL SCHEME AND ALLOWANCES

The committee heard the evidence given by the chief Executive that the
Authority's expenditure on medical expenses increased following approval
of a new medical scheme by the Board of Directors on 13tb December
1996 and that the scheme had been submitted to the office of the
president for approval.

The committee further heard that the Authority revised allowances for its
Directors and Btaff including house allowances without the approval ofthe
government and that an approval had been sought from the office of the
Presldeat.

The Committee noted that the Board had harmonized the House
Allowances in line with the Civil Service Housing allowance structure vide
office ofthe President letter ref. OP.18/1A of 21"t June, 2OOO and further
that they had appealed to the ollice of the President on other allowances
for Directors and members of staff.

The Committee observed with concern that the management of the Board
revised allowances of the Directors and its staff without recourse to the
State Corporations Advisory Committee contrary to section 27 of tbe
State Corporations' Act Cap. 466.

a
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The Committee recommends that the Board must ensure that any future
revlew of Terms and Conditions of Service for StaII and Board of Directors
should be submitted to the State Corporations Advisory Committee for
coaslderation and approval.

The Commlttee further recommends that the Chief Executive of the
Boerd should lmplement allowances for Board of Directors and ataII as per
the letter Ref. OP/CABl9ll45.[ dated 24th July,2OO3 from the oflice of
the Pregldent without delay.

2. PR,IVATE REGISTRATION OF VEHICLE NO. KAJ 7915

During the year l99B 199 the Authority purchased a Toyota 4 u,heel-drive
vehicle reportedly for the use of its non-executive chairman at a cost of
Kshs.2,157,87O. After the purchase, the vehicle rvas, however, registered in
private number plates instead of the normal blue number plates as is required
for State Corporations' vehicles. Although the Authority,has stated that civilian
registration of the vehicle was authorized by the Office of the President, no
such authority has been seen. Instead the Registrar of Motor Vehicles has
indicated that the vehicle was allocated Blue Number KAJ 79 1S on 04 June
1999. In the meantime, the vehicle continues to illegally carry civilian
registration while the propriety of the vehicle's utilization cannot also be
confirmed.

The Committee heard the evidence given by the Chief Executive aad was
lnformed that during the year 1998199, the Board purchased a Toyota
four wheel drive for use by ita non-executlve chairman and that the
vehicle waa registered in prlvate number plates instead of the normal blue
uumber plates as required of alt State Corporatlons' vehicles.

The Committee waa further informed that ao authority wae obtalned for
use of clvll regletration and that the then Chalrman Mr. Mark Too used it
slthout keeping olllclal work tlckets.

The Commlttee expressed grave concern that the then Chairman who was
non-executlve wae allocated a car, used civll reglstratlon without requislte
authority and operated lt without oflicial work tickets as required of all
goverament vehicles.

The Commlttee noted that lack of work tlcketa exposed tbe vehicle to
abuee and non-accountability of fuel consumed.

The Commlttee recommends that the Chief Executlve should ensure that
the Board's vehlcles are reglstered in blue number plates and that work
tlckets are properly kept.

a
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KENYA PORTS AUTHORITY
REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF I{EIYYA PORTS AUTHORITY FOR THE ENDED 30 JT'ITE
1999

1. EKTENSION AND REFURBISHMEI{T OF KIPEVU HEN)OUARTERE

In August 1994, and apparently wrthout invitatron of open competitive tenders,
the Authority appointed a firm of archrtects to be Lead consultants for the
extension and refurbishing of the Krpevu exrsting Headquarters building
Project. The month following therr selection, the Lead Consultant appointed,
on a selective basis, three other consultants to desrgn the Project, which
basically involved constructron of extra floors onto the extsttng, Headquarters
burlding. In December 1994, the consultants forwarded the related
architectural drawrngs whrch the Authority duly accepted and on 5h January
1995, the Lead Consultant instructed the other consultants to proceed and
complete the ProJect. About two months later on I Oh March 1995 the
consultants presented the Authonty wrth Bills of Quantities, thus bringing the
Project to tender stage. Records, however, show that the Pro1ect was designed
without properly establishing whether the existing foundation of the present
building could support extra weight of the additronal floors and without prior
authority of the parent Ministry and the Treasury.

There was also no budgetary provision for the expenditure in the 1995/96 or
1996/97 Estimates of the Authonty.

Thereafter fee notes for Kshs.4o5,849,355 were rarsed by both the Lead
Consultant and the other three consultants as follows:-

Lead Consultant
Other Consultant

Kshs. 147,445,658
254.403.697

Total Kshs. 405,849,355

The fee notes were accepted by the Authorrty and a total amount of
Kshs.42,000,0OO pard in August 1995 but the Project was abandoned
thereafter, apparently for being impracticable. Since the abandonment of the
Project the consultants have been paid a further total amount of
Kshs.289,377, 164, thereby bringrng total expenditure on the pro.;ect to
Kshs.331,377,164 as at 28 Febru ary 2OOl. Available information also
rndicates that the Authority havrng lost a civil court case against one of the
consultants for a total claim of Kshs.197,973 ,267, has now entered into an
agreement with that consultant to pay the balance of the amount due to
plaintiff at the rate of kshs.S million per month over a period of about 7 years.
At this rate the Authorit! stands to lose an additional Kshs.3o9 million on the

tl
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.rlrcit(lv ab.rp<loncd ProJC( t Artstt-tg from thc foregotng, the total expendlture
u)c urre cl on thc Progt'ct oI Xshs 331 ,377 , 164 zrs s'ell as the cxpendlture
alttlclpattcl t<.r bc tncurred further ttf tnore than Ksh 309 mrllron u'rll most hkell'
tlrrn ot.lt t() b(' u,:rstc t>[ pr-rblrc [uncls

The Committee heard the evidence given by the Chief Exccutive and was
informcd that in August 1994, the Authority without opcn competitive
tendering appointed M/s. Modc Architccts to providc Profcssionel
services for the design of extension end refurbishment of thc Kipevu
Headquertcrs in the Port of Mombasa comPrising of three Pheses whose
construction work was estimated at Kshs.2'673' 125' 1OO

The Committee further hcard that:

(i) thc idea of refurbishing the Hcadquarters wes initiated in e Boerd
Paper Memorendum No. 888 of L994 which among othcrs ltatcd
that thc building rcquired extcnsive rchabilitation in operetions etrd
merinc officcs, replacement of floor tilcs, toilet fittings, cleanlng of
windows, wall rcpainting, repairing of cold water fountainl,
hermonization of externat wall appcaranccs, improveEcnt of the flrc
stetion and creation of ucw otficcs at the new Scrulcca Area for the
Purchasing and Supplics Depertmcnts.

(ii) the Board in its 163'd sitting held on 24th August, 1994 approvcd
the proposals subject to thc fact that the Architect end othcr
Consultants would only be paid if construction work was undcrtakcn
in furtherance of the designs and the lcttcr appointing thc Lcad
Consultants.

(iii) In Septembe r 1994, the following consultants were rPPointcd to
work under the Lead Consultant in accordance with thc tcrns end
conditions agreed upon between the Authority and thc Lcad
Consultants.

M/s. Kisa and Pertners
Services

Mcchanical/ Elcctrical

M/s. Multiconsult Consulting
Engineering Civll/Structurel Scrvice

Quentity Sunreying ScnrlcesM/s. Jegar Consultants

(iv) that, mcanwhile, the composition of thc Boerd hed changcd, and
that, ln Msrch 1995, the Lcad Consultents and thc three othcr
Consulteuts prcscntcd their fce notes lnounting to Kshs.42 million
for design works and thet peymcnts were mede following Board's

.D
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approvrl during its L72 sitting held on 8th August, 1995' -Thc Boerd

-"tiog thc dccision consisted of Mr. A.C Jume, Chairmen, Mr'
Siaeon M. Mkalle, Managing Director; Mr. S'N' Arase, Director (P'Sl;

Mr. J.K. Ole Wuentai, -Director, Mr' W.K' Rotich, Dircctor; Mr'
O,M.A. Ahmed, Altcrnatc Director end ln ettcndancc wes Mr' Gcorge

Dulu, Ag. Secrctary. The Consultanta wcrc peld as follows:

I o Modc Architcct
o Multiconsult
o Kisa 6u Partncrs
o Jagar Congultants

Total

o Modc Architect
o Multiconsult
r Kisa & Partncrs
o Jager Consultents

Kshs.11,625,6O0
Kshs. 6,908,8OO
Kshs. 4,774,4OO
Kshs.18 591 2o,o

Kshs.42 ooo ooo

These paymcnta wcrc mcent to dcfray costs lncurred by thc
consultant whilc the overall lssuc of their fces hed the proJect wes

bcing considercd.

(v) a view of thc dcslgn works by M/s, Devidson end ward revceled thet
the costs of the whole projcct were high and aubsequeatly the cortr
were revlewed downwerds'

(vil thc projcct wes abandoned thcreafter oetcnslbly for bclng
impiactlcal and thet a totrl ofKsh4.331,317,163 had bccn pald to
thJ Consuttents for design work end drawlngs as et 28th Fcbruery'
2001.

lvii| the Authority hed peid e totd of Kshs.4o5,849,355.95 as rt 31't
Merch 2OOl on the ebandoned proJect es follows:

Kshe.147,445,658.98
Kshe. 87,635,457.85
Kshs. 60,515,613.95
Kehs.110 253 625.20

Kshs.4O5,252,625.2O

(viiit the Authority lost a civil suit flled by M/s. Jeger Consultentc vldc
civil suit HCCC No. 293L of 1997 for brcach of contract end lt
dccrecd thet thc Authority Eust pry r totel of Kshs.197,973,367.Os
inclusivc of lntcrcsts of Kshs.1OO,689,737.2O at 260/o, The
Authority cntcred into an agrcctncnt wlth thc Consultant to pey thc
amount in threc instalmente.

whllc thc othcr three Consultents emicebly resolvcd thcir chlm:
through Joint mcctings sith thc Authority on pcndlng

tl
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contrrctud/conlultrncy cl.ln!, M/r. Jegar Conrultantr who carrlcd
out Quentlty Survcylng work baced &awlngs rupplicd by Archltcctr
end thc ctructurel Engineerr whlch includcd properetiou of Billa of
Quantltlea took thc Authority to Court whlch ewerdcd tt full
prlnclpel fce cleim of Kshr.97,282,SOS.

lxl owing to thc poor cash flow to the Authorlty prcvalcnt thcn, thc
Ernrgctlcnt cntcrcd into an agrcctrcnt with M/r. Jegrr
Concultrnts to settlc thc decrctd lnount by lnttelmcntc of K.ha. S
mlllion per month with en lnltial paymcnt of Kchr.lo mllllon end
that on 17th July, 2OOl the two pertlcs egrccd to rcttle thc
out.taadlng .Eount ec followa:

a

Thc total uount peld to M/r. Jager Consultents in recpcct of thc
ellcged Quentlty Survcylng workr bctwccn 18th Novcmbei l99S end
27th Scptcmbcr, 2OO1 caEG to Kshr.315,69l,2OO.

lxtl elthough the M/e. Jeger Conrultentr had bcen hlred under
Archltectg end Quentlty Sunrcyorr Act Cep. S2S, thc prlnclpal fec
clelm of Kshc.11O,2S2,62S.2O wae lnfletcd conpercd to thc fcer
chtrgcd by thc other Consultrnts.

(U the Boerd hed tnittelly rcsolvcd end expllcitly epprovcd for
refurblrhment end rchebllitrtlon workr onfu, wlth icfcrcnce to
looking lnto poariblllty of cxtcnrlon end eddttionel floora, eubJoct toItr epprovd and thet therc wes no budgeter5z ellocetloa flr thc
cxtcnrion end thc edditional floon.

lxil) thc court ruling vide clvll cerc No. 2931 1997 feilcd to tatre
cognizenco of thc Boerd'r eerller dccltlon medc on 24tr Auguat,
1994 durlng ltc 16310 ritttng that the Conrultrntr rhould onfl bc
peld for scrvlceg rcndcrcd il conctructioa worh wer undertetrcn ln
furthcrence of thc deslgnr end thet the Hlgh court eward of lntcrcct
et thc ratc ol 260/o wr! ycry punltlvc to thc Authorlty.

Thc Commltto,c obrcwcd wlth conccrn thet:

lTtn July 2OO1
3l.t Augult 2OO1-
3ott Scptcmbcr 2OOl

Kshs.57.5 milllon
Krhc.57,5 milllon
Kshr.57 mllllon

(ul thc then Chlcf Enccutlve Mr. Slmeoa Mltelle end thc the Ag.
Scc_rcter5r Mr. Gcorgc Dulu (now Judgc of thc Htgh Courtl epp.uc-dto hevc detlberatcly wlthhcld frorn thc Boerd lts cerllcr dcctrlon
thet peymcnts for thc dcsign wortrs would only be medo lf
conrtnrction work was undertrkcn ln furthcrencc ofthc dcrlgna rnd
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thet es t rcrult, thc Boerd ln itr 172 Sltting epprovcd peymentr to
Consultentr.

trul

liv)
a

on the bealc of thc inltiel proJcct, thc fce note peld to M/a' Jrgrr
Consultentg oa quentlty aurveylng wcre lnordlnatcly inflated ln
conperison to fies peld to thc Concultents thus flouting thc
provisionr of CAP 525 ofthc Lawa of Kenye.

thc proJcct thet includcd cxtcnslone end eddltiond floorr wer
ncithir vieble nor ncccrlary ar thc Authority thca end now hld
aulficlent officc spece end somc of the sorka ctrmerkcd for
rchebllltetlon did not requirc derlgning ee thcy wcre normel
meinteaencc works.

the High Court ruling vlde civll cesc No. 2931 ol 1991 lgnorcd to
teke lnto account the Boerd's origlnel dcclsion of 24rh Augurt 1994
on eppolntmcnt ead Prymcnts to Coasultents. Hed thc Court
teken cognizance of this dccision, it would heve mede e dllfcrcnt
declslon.

(vl

The Coanlttce rccontacnds that:

It) the thcn Menaging Dircctor Mr. Slmeon Mkdle end thc then Ag.
Sccrctary Mr. Gcorgc Dulu (now Judgc of thc High Court) be
lnvestigeted and prosecutcd by thc Kcnya Anti-Corruption
Conmlrsion for delibcretcly withholding thc originel dccision medc
by thc Boerd during its 15310 Sitting from thc rubscqucnt Boerd
thcrcfore mislcading it to approvc lrrcguler peymcnts to conrultentc
ln ita 172.d sittlEg.

liil thc Prlnclprl, Jegar Conrultants Mr. J.N. Grchegue be invcatlgetcd
tnd prorccutcd for dcmendlng end recelvlng from thc Kcoyr Portr
Authorlty, unlewful Prytrents emounting to Kchs.315,69L,2OO
contnty to thc clcerly atetcd tcrmc of eppolntmcnt.

liif) thc thcn Maneging Dlrector Mr. Slaeon Mlrdle, Juaticc Gcorgc DuIu
and Hon. J,N. Gechegue bc berrcd from holding eny publlc olllcc
conferred by thc Rcpubllc of Kcnye.

,
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KEIIYA PORTS AUTHORITY
REPORT OF THE COITTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF KENYA PORTS AUTHORITY FOR THE YEAR ENDED 30
JUNE 2()()()

1. OPERATION AND MANAGEMENT CONTRACT. MOMBASA
CONTAINER TERMINAL

In August 1996, the authorrty entered into a two year contract with a
consultrng firm to provrde a management team to supervlse the modernrzation
of the Port of Mombasa facilitres effectrve from o 1 September, 1996 a contract
whrch rncluded, among others, development, supply and installatron of
computer software and communications network at a contract price of
US$2,145,500. The contract agreement stipulated that the company would be
pard at a monthly rnstalment of US$7O,SS8 for the first twelve (12) months.
However, avarlable information indicates that the consultant was pard a total of
US$1,121,348.60 (Kshs.65,6T2,82Z.OO) at a monthly instalment of US$SS,SZS
over a period of thirteen months, an amount which rncluded a prolit and
contrngencies payment of us$244,621 (Kshs. 13,27 t,767). The contract was
terminated on 3o September, 1997 reportedly due to the Authority's farlure to
procure new equipment or refurbish the existrng equipment that were a
prerequisite to enable the consultants carry out thelr job as provided rn the
agreement. Apart from the fact that the payment of the profit of
Kshs 13,271,767 (US$244,621) was noted to be irregular in view of the fact
that the Company did not carry out any work that would have earned the
proht, the total payments to the consultants of Kshs.65,672,g27 during the l3
month period to 30 September, 1997 represented expendrture on services not
rendered. in addrtion, the Authority paid salaries and allowances totalling
Kshs.5,156,124 to its former computer manager who was rehired after retirin[
from the servrce so as to oversee and supervise the implementation of the same
contract. In vrew of the non-implementatron of the contract,'the re-hrring of
this officer has not been 1ustified. consequenrly, the propriety of the total
expendrture of Kshs.70,828,951 paid on this contract cannot be confirmed.

The Committec hcerd thc cvldcnce glven by the Chief Exccutivc that:

lil thc Authorlty entcred into e contrect with M/s. Felixstowe
coneultents for provlsion of a menegcment telm, and furthcr thet
thc consultent wts peid a monthly lnstalncnts of US$ g9,37S for e
period of 13 months which wes profit end contingcncy as pcr thc
tcrmc of thc contrect.

(ii) m/e. Fcllxstowe consultents tcrtninatcd thc contrect duc to the
Authority's inabillty to mcct pcrtinent contract egrecmcnts, that

D
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included purchese of e scrviceable equipment or refurbishment of
the existing onc.

a

lilil

Container Tcrminel bY Merch 1996'

(tvl rchirlng of Mr.
implcmentation of
thc contract.

The Committce observed with concern thet:

2 SOFTWARE DEVELO PMENT CONTRACT

thc contrect was based on a wrong notion thet poor menegement

was contributing to thc Poor p"'foirntott at thc Port' and that it
was at thc instigetion of tf,e Govcrnment ln linc with Policy

ir.-.t ork Papcr 6f 16th February 1996 thet rcquired the Authorlty
to hire a contractor for cxternel manegcment of thc Mombasa

Kibacha to ovcraee and suPcrvisc thc
the proJcct wes ncgated by the tcrmination of

til thc emount of Kshs.65,572,827.oO (us$l,121,348'6Of peid to
Fcllxstowc consultants was e losg to the Authority slncc the projcct
wac not lmPlemented.

(iiltheAuthorityfeiledtoconductecost.bencfltfeaslbilityatudyto
undertakcsucheproJcctendfurtherthatthcGovcrnmcntrdccislon
to hevc thc Pori managed by an externel body/flrm was not
bencfrcial to the AuthorltY.

(iif) the World Benk put Prcsaurc on thc govcrnment end the Authority
to cEtcr into thC agrecment wheu therc wls oo necd for ncs Cranca

end thus thc Project was doubtful.

Thc commlttcc rccomEcnds thet thc Authority rhould aot cnter lnto eny
futurc egrccments on managcmcnt of thc Port wlthout carrying out
edcquatc cost-bcncfit analYsls.

In April, 1997 the Authoriry awarded a contract at an unspecrfied sum to a
Company, for software divelopment, which included container trackrng'
software-development, oracle RDB and tools, oracle training and PC enterprise
training. A totai of Kshs 7 ,3O7,660 was pard to that company between January
1997 ;d January 1999. Available informatron, however, indicates that the

company not cnly took too long to dehver the system but also used. inferior
equipment of the container management information system whrch when

tested was found to contain too many errors and could not, therefore, work. In

September, 2OOO, the Authority terminated the contract on the grounds that
thi contractor had failed to complete the contract for implementatron rn

January,lgg8andhadactuallyabandonedtheprojectwhileontheother
,
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hand the contractor considered his work completed. In view of the apparent
contradictory situation, it has not been possible to confirm the proprrety of the
expenditure of Kshs.7,307,660 incurred by the Authoriqz on a piojeci whicrr
did not work.

The comnittcc hcerd thc cvidcnce given by thc chief Exccutiyc rnd w.!informcd thet thc Authorlty on r?ti April, 1997 through itr concultentsM/s. Fcllxrtowc Port consultrntc eweidcd r contract with rpcctflc lurremounting to Usilgg,lTo to Softwerc Tcchnologicr Limitci (STL) fordcvelopmcnt of conteincr Tracklng soltwere, ruppty of oraclc rotetionerDete Beee Menegcncnt syctcm Liccnccc end- Toola, plrtr orrcre pc
cnterprlsc.

Thc commlttcc wer further informed thet thcre wes reck of proper
spcclflcetlon end that thc rupctwlelon of thc proJcct we! not elfccttvi.

o

Thc committcc notcd thet thc proJcct wes tcrmiaetcd whcn a commlttce
19t.p to rcvicw the proJcct concluded that coftwarc wl3 not uccful to thcKcnya Porta Authority nccdr.

Thc committcc cxprccacd ttr dtrplcelurc lt thc menncr in rhich thccontract wea lnitleted.

The Committcc rccommcndr
E.ttcr.

thet thc Chlef Exccutlvc concludcr thc

3. PROCUREME ltT oF s

Between July 1997 and February 1999, the Authority ordered for the supply ofvarious items. of spares worth Kshs.3g,g72,137 whi;h were included as being
urgently required for the repair of its machines. The spares were, however, not
delivered until July and August, 1999 and had to be kept in the stores becausethe machrnes for which the spares were ordered had broken down and had
been withdrawn from use. By February, 2o00, the items were still in storeswith no indication as to when they would be pui to use to avoid their becoming
obsolete. It is not clear why the Authority hai to spend such substantia.l sumsof money in brying spares when they were apparlntly not required and I am
unable to confirm the propriety of the expendiiure of xsrrs.sg,s1z, r 37 incurred
on urgent requirement basis of spares which were subsequently not used.

The commlttee hcard thet thc evldencc glvcn by thc chlcf Exccutlvo thrt
!_h: lll[lty pleced ordcn forurilorr ttc-a of rpercr rofthKrha'38'872,137 bctrecn Jury 1997 end Fcbruery 1999 rai which cvcnthough rtetcd er urgenUy requircd scre not dcliveied untU.lUy i-e9.
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The committee further hcerd that by thc time thccc lprrcs werc dcllvcrcd
romc of thc aechlncs hed brokcn down end wlthdrewn from usc end that
thc dclay in dcllvcry wes ettrlbutcd to thc Procurcmcnt 3y!tcE! thet scre
ln plecc thet time.

The commlttcc oblervcd wtth concern thrt thc Authorlty purchelcd
rlr.rc! worth nilllons of shlliags for no rPPercnt rcl'oE ud slthout
pLnnUg thur tylng up itr cash in rtocks lnctced of putting lt to morc

dcrcrving nccdr.

The committcc recoamcnds that thc Authority should dicpoae of thc
sprre! thrt erc obroletc ln e compctitivc biddlng end futthcr thet thc
ienegcment of thc Authorlty should Gnsurc thet propcr Plennlag lr donc

frior 
-to purchesc of eny sf"te" end that eny ofllcer(a) who, in future

purchesc ipercs without lteooing wlll bc hcld peraonally recponslblc'

4. SUPPLYANDIN STALLATION OF COMPUTER HARDWARE
AND SOF-TWARE CONTRACT

In May tgQZ , the authonty srgned a contract with a Company for the supply'
install.ration and commrssroning of a computer hardware and operating systems

software, comprising two serviers and eight (8) pieces including, ca_bling and

communications systems all at a contract sum of Ksh'47,415'682
(US$684,7O3.88). On the same date, the Authority made advance payment to

ihe contractor of Ksh.33, lg},992 whrch was 7 O%o of the contract sum. It was,

however, noted that the Authority awarded this contract before the necessary
infrastructure (the network) was in place and as a result the contractor was

advrsed not to deliver the equipment. The contractor was also not able to
install the network because cabling could not be done as ducting was not done

until November, 1998, when the contractor was instructed to implement the
contract. Simrlarly, the contractor could not complete the implementation
because the cables had not been shipped reportedly due to non-payment by
the contractor for them. Available information further indicates that the
quoted Servers, compaq 5ooo, which the contractor was required to install
b.."-. obsolete before .installation due to technologl advancement and the
contractor had to sell them elsewhere in order to replace them with compaq
6500 series. The new Servers could also not be supplied and installed because
the Board did not grve the necessary approval on time. Apart from the fact that
it is not clear wliy the Authority entered into this contract before all the
required prerequisites were ready, it is not understood why the advance of
Ksh.33,190,992 was made to the contractor before the equipment was
supplied. Although rn June, 2OO2, the Authority took the contractor to court
,.ri'.1.rdg.*..rt enlered in its favour for the claim of amount of US$464,507'30
plus int-rest at 24o/o with costs wlth effect from 22 August, 1997, no _evidence
has been seen to confirm that any payments have been received by the
Authority.

]
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The Committce heard the evidencc givcn by thc Chief Executive that thc
Authority sigacd a contract with M/s. Amarco Kenya Limitcd on 28th May
1997 fot thc supply and instelletion of Computcr Herdware, Operating
Systems and Communication network at a coEtrlct lum of
Kshs.47,415,682 end that 7Oo/o of thc contract sun was peid thc same
datc es per contrect tcrm thit provided for a down peyment of 2Oo/o on
signing end 5O% on plecing ofthc order for the herdwerc.

Thc Committee was informed that:

tit the contrect wec twarded before thc nccessery prcrequisites werc in
plecc es e ductlug contrector could not linish thc cxcrcisc in timc
es envisagcd

(iil m/s. Amerco Kcnye Ltd wes finally unablc to implcmcnt thc projcct
when linelly erLcd to do so forcing thc Authority to takc it to Court
cleimlng for V5i479,292.3O plue costs end intcrcsts tt 24o/o from.
August 22"d 1997.

(iill judgcmcnt was givcn in fevour of the Authority for the cleimed
eEount lesa US$14,785 for coEputcrs elrcady supplied and thet
Meneging Dircctor Amarco (Kl Ltd applied for stay of cxccution
whosc ruling is yet to be madc by the Court.

The Committce was grevely concerned thet the contrect wes cntcred into
before the necescary lnfrestructure was put in placc end that the contrect
was ekewed in favour ofthc supplier.

Thc Committec rccomrncnde thet the Chicf Exccutive should pureuc the
rccovery of thc emount using the most cost-cffective way.

The Committcc furthcr rccommcnds that thc then Exccutivc Chairmen
Mr. Brelncistcn be censurcd for floutlng procurement proccdurcs.

TENDER FOR MANUFACTURE AND SUPPLY OF GANTRY CRANES

The Commlttec heerd thc cvidcncc give! by thc Chicf Executivc that thc
tcndcr for mtnufecture end supply of 6,entry crlnes was advc:tiscd
internrtionelly end that the tcndcrs would havc bcen opened on 26th
Scptcmbcr, 2OO3 but had to be cxtended thrcc timcc due to intclscntion
by thc Ministcrs for Trensport & Communication Hon. John Michukl, the
Mlnlster for Planning and Netionel Dcvelopment Hon. Prof. Auyeng
Ny'ongo, and thc Minister for Tredc end Industry Hon. Dr. Mukhise Kltuyl.

I
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ConcernedthatthereportedconductsofthcMinistersmentioncdmey
hevehedsomeimPectonthctendcringProccas'thcCommittcclnvitcd
tn"- fo, cach onc of thcm to explain ihi clrcumstances in which thcy
had intcrfered with the Proccss.

Thc Committec cres informcd thet:

(il thc lirst extension wts as e rcsult of e clerificetion sought by some

bldders, which the Authority responded to through en eddcndum'
end which wes in line with procurcment regulatlons' Thc

clerification elso conteincd a rcqucst for cxtenslon of timc'

(iil the second extcnsioa wls as a rcsult of e vcrbel rcqucst by the

Mlnistcrs for Tredc and Industry and Plenning and Netiouel
Dcvelopment to have l{umcrical Mechining CoEPlex- (NMCI in
partnciship with Industrlal Plent Ltd owncd by e Mr' H' S' Segoo to
participatc in the tcndcr'

(iifl thc thlrd cxtenslon wac necegsitetcd by a telephone- cell from the
MlnistcrforTrensportandCommunicatlonclnwhichthcMinlster
rcquceted e furthei cxtcnslon of ten deys to allow him eddrcs-s some

of thc reprcsentetions he hed received from prospcctlve bidders
shlch thc Authority granted, hcnce cxtending thc opcning of thc
tcndcr to 6th Novembcr' 2OO3.

livl the tendcrs werc finally opcned on 6th November, 2(X)3 end only 10

biddcrs lncluding Numericel Machlning Company returncd thcir
bids.

lv) following invcstlgetions by various govcrnmctrt agcncies and the
conccrn of the putttc Invcatments Cot[mittcc' thc tcnder was
annullcd and re-edvcrtlscd to cnsurc fatr pley and tranlPrre[cy'

The committee obscrvcd wlth conccrn thrt thc rcquccts by the three
Mlnlsters lnterfcred with thc Authorlty's tcndering Proccs! contrery to
Govcrnmcnt procurcmcnt rcguletions. Thc Committcc elso cxprcseed
conccrn thel thc rcqucsts for extcnsion of timc by thc Mlnlstcrs
disadventeged the bidders who bidded on time. concern was elso reiscd
thet thc Authority, end not thc Mlnisters, borc the cxtre cost of thc two
cxtcnsions.

Thc coomittcc rccoEmcnde thet elthough Miniatcra mey glvc guidrncc
of e gcneral Eaturc to stetc corporetlone, thcy should not interfcrlng ln
the [ey-to-dey running of Peraitetale and in partlculer thc tcndcrlng
procedircs "" tn. Eichcqucr end Audit Act (Public Procurcmcntl
Rcgulations 2OOl do not give Mlnictcrs any rolc.

>
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REFOR

NATIONAL WATER CONSERVATION &
PIPELINE CORPORATION

T OF THE CO LLERAf,D AI'DITOR GII|ERAL OIf THE
ACCO OF f,ATIOIf WATER CO TIOT AI|D PELIIfE
CORFORATIOI{ FIOR THE YEAR, ED 30 1999 I

1.D CIT

As in the previous year the corporation again realised a substantial deficit of
Ksh.173,286,882 which broughr cumulative deficit to Ksh.2,161,584,8O8.55 as
at 3o June, 1999. It would appear that the corporation will evidently continue
t9 _p9st deficits for as long as its revenue base remains unimproved. Such
deficits may make it impossible for the corporation to achieve its main
objective of developing and managing water projects in future.

Thc coanlttco hcerd thc ovldcnco glvcn by tbc chlof hccutlvc thrt tho
corporrtlon portcd r lou of Krh.lz3,2B6rEE2 t! tho voluno .trtcnGtrt
end thrt thll rer ettrlbutcd to thc lucrcerc la cort of mtcr producHon
rad dlrtrlbutlon, lorlcl of rrtor ta thc dtrtrlbutlon ryrtcm, roebcuor lnthc llrllnt procG.., retcr uEtccountcd for ead thc hlh doprcchtloa
chen3er oa thc FkGd Ar$tr.

Thc Coaralttoc ftrrthor hcrrd thrt thc CorporeHon htd undcrtrtcn
ccrteln EGlrunoa to rcvorrc tho rltuetlon:

oetcn rcre lantellcd rhcre noao ordrtod.
Sllllng her bocn conputcrlzcd to thc crrtont ol 70p/o.

tnldlg of notcr rcedcrr end bllltag clcrlr to fuaprovc on ractcr
rrrdlng end nlrlnj of rccureto blllr.

0vl
lvl

e{lurtcd nctcr terlllr ln lyovcnbor, 1999.
tl3htcat'.3 of rtdf dhclpltao la rovcnuc collccdoa end cort control
ECttulta.

Thc co-nlttcc rrr lnforncd thrt lr e rcrult of thc rbovc ncerurcr end
rchrbtlltetlon of rcvorrl retcr proJcctr the corpontlon hrr turucd rouadItr opcrrtloa rcrultta3 ln r proftt of Krh.1o3,7-83,o49 end Krh.2lnilltoa
ln tbc ycrn 2OIJ{J.|2;OOL ud 2drt/2qr!l rcrpccdvcly.

Thc connlttcG rra coEcGracd thrt thc rcvcnuc of thc cotpontlon hlr
bcca crodcd by h[h cort of productlon ead opcrrdoa ead dciroclrtlon of
raaata.

(U

tut
(url

68

c



The Committee recommends that the Chief Executive should take

Eteasurestoreducethecostofoperationsandproductiontomlnlmlge
losses.

a

2 WATER DEBTORS

The Corporation's Water Debtors stood at Ksh l 
' 
186'484 '658'95, 

net of a 2O%o

;;;;i;; f.. bad and aorutr,t debts of Ksh'296'164'75 as at 30 June' 1e99'

The debtors position for lggSlgg represents a net increase of Kshs'

Zii,OgZ,ZlC on uncollected water Debtors as at 30 June' 1998'

As previously indicated, the system of chdrging and raising.water bills and

eventual revenue cotte.tio., stiii .,.ed" to be evaluated with a view of putting in

pi^".i p..p.r control p.ii.r r" the meantime' it is still doubtful as to what

extent the Corporation'i deits reflected on the Balance sheet as at 30 June'

1999 are realizable.

The Committee heard the evidence given by the Chief Executive that the

iirporation was owed a sum of Ksh'1,186,484'658'95 as at sOth Jutre'

lgggandthatincludedthedebtorsaregovernmentinstitutionswhoowed
an accumulated figure of Ksh.4O6 million'

TheCommltteewaslnformedthatlnordertocollectdebtedue,thc
Corporatlon took the following measures:-

(U performance by managers haa been tied to revenue collection'

(iil undedaken disconnectlon exerclses which has yield
Kshs.127,380'587.40.

liti) a balance owed by Government institutlons has been forsarded to
the committ"" oi Gor"roment indebtedness on utility ProvlderE
based in the TreasurY.

(iv) Eeters are belng installed where none existed'

TheComaitteereiterateaitsearlierrecomaendatlonslnthellthRePort
that the Chief Executlve should contlnue to uae all means Posslblc
lncluding dlsconnection untll all debts due are collected'

The Committee also recommenda that Treasury should a[ocate fundg to
Minlstries/DePartments to clear money owed to the Corporation'
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3. OTHERDEBTORS

Included in Other Debtors Balance Sheet ligure of Kshs.30,52 1,714.55 are
amounts of Kshs.942,383 and Kshs. 10,037, 167 TS debited to General
Suspense and Sur-rdry Debtors respectivelv. The General Suspense comprises
of debits in bank statement but without supporting documents rvhile Sundry
Debtors include a total of Kshs.1,282,844.50 being ourstanding sale proceeds
of old motor vehicles relating to the year lggs/96. Although an amount of
Kshs.892,844.50 is stated to have since been recovered, the Corporation has
not, however, justified the irregular credit sales made contrary to the normal
cash sale terms.

In addition, the recovery of temporary imprests totalling Kshs.348,671 owed to
the Corporation by a former financial controller, still remains doubtful.

The committee heard the evidence given by the chief Executive that
other debtors figure of Ksh.3O,521,214.S5 comprised of an amount of
lKsb-942,382 and Ksh. 10, 037,167,25 debited to suspense account and
sundr5r debtors respectively.

The committee was informed that the suspense account had been cleared,
an amount of Ksh.1,282,844.50 in respect of disposal of uneconomical
vehlcles in the year under review had been paid and that a legal action
has been taken to recover outstanding lmprest of Ksh.s4g,67ifrom the
then Financlal Controller Mr. J. N. Klluva.

The committee observed with concern that the corporation disposed of
their old vehicles on credit sales contrary to the noimal sale teims and
that imprest has not been surrendered wlthin the stipulated period.

The committee recommends that the chief Executive should ensure
that :

government regulations governing disposal ofgoods are followed.

rufes and regulations governing isguance of imprest are strictly
adhered to and that legal action against Mr. J.N. Kiluva, the then
Financlal Controller, be followed to its conclusion.

(it

Iril

4. Ff,XEDASSETS REGISTER

The corporation did not still maintain a Fixed Assets Register to record details,
location and other particulars of its fixed assets in lggglgg.ln the absence of
such register, it was not possible to confirm the correctness and accuracy of
the Balance sheet fixed assets figure of Kshs. 11,1g'2,22o,s15.4o as at 30 June,
1999.
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The commlttee heard the evidence given by the chief Executive that a

FixedAssetsRegisterwhichhad,,otb""ocompletedduringthefinancial
y."t uod"r revi& has since been updated'

TheCommitteerecoEmendsthattheChiefExecutiveshouldensurethat
." "p-t"'a"te 

Fixed Assets Register is maintained'

{

j5 ACCRUED EXPENSES

6 REPAYM ENT OF LONG TERM LOAN

1998.

During the vear lggSlgg the Corporation was. still unable to remit statutory

and other deductions to trr. respective organisations totalling

Kshs.36,o2 1,028,85 as at 30 June, 1999'

As previously reported the Corporatio" 
- Y."" clearly in breac.h of statutory

.Ufiirii."" ^.ra.o,-rta 
suffer penaities for failure to remit the deductions'

The Committee heard the evidence given by the Chief Executive and was

informedthattheco'p*"ti""wasstillunabletoremitStatutoryand
other deductions io 

-- 
tt" respective organizations totalllng

Ksh,36,621,028.85 as at 3oth June, 1999'

The Committee confirmed that the Corporation had paid some part-of the

rir.""" leaving a Uatance ol Kst.'!4,77S,OOa as at 3oth October' 2OO3'

TheCommitteeobserveswithconceruthattheCorporation.hadviolated
statutory requirements on remission of statutory and other deductlons'

TheCommitteerecomEeldsthattheChiefExecutiveshouldensurethat

"ii "t.t"t"ty 
and other deductions are remitted as required'

During lgg}lgg and, as in the previous year' 
-the 

Corporation d1{ 19t servlce

any portion of the IDA redeemable loan of Kshs'582'902'882 65 which'

according to Article 2.O5 of the Subsidiary Loan Agreement' fell due on 15

November, 1997. The Co.pootlo" did noi also paa accumulated interest of

Kshs.391 ,378,397 shown in note 10 to the Accounts' which amount has

accrued in the books sin-e f9S2/93 and which did not include penalty

accruing from delaYed Payments'

TheCommitteeheardtheevidenceglvenbytheChiefExecutivethatthe
Corporation did not pay IDA loai amounling to Ksh'582'9-O2'887'65

neither dtd it pay "."ioia 
interest of Ksh'391'378'397 as at 3Oth June'

I
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The committee was informed that the loan whlch had been guaranteedby the Government was utllized on the engineerlng d-esign andrehabllltatlon of water eupply to Mombasa and Coagtal regtJn.

The comnlttee further heard that thls wag attributable to the fact thatthe goverament did not effect increase on water tarrffg ag expected bythe Corporation.

The committee recomnends that the Government should address thelgrue of loan serviciug by the corporation including putdng -"asor.g ioplace to addrese payment of water bflle and tncrea-sing sulsldies to theCorporation.

i

7. PROCUREMEN T

In the year under re-view, the Corporation did not procure supplies forproduction in respect of aluminium sulphate, chlorine and soda ast , ait valuedat Ksh.60, 193,568, rhrough competitive bids even though some sliteen (r6)
tenders had actually been floated. The corporation has Jxprained that suppry
contracts were not awarded because tenderers failed to submit samples to the
relevant arljudicating committees for tests, which was a major p.."oirJitio., fo.the award. No indication was also given as to why fresh tenders were notinvited. In the circumstances, it was not possible to confirm that thecorporation obtained ..value for money in transactions where properprocurement was not followed.

The commlttee heard the evidence given by the chtef E:recutrve that thecorporation floated tenderg for eupply of Jater treatment chemicars andthat the tender courd not be arnrdea as the suppriea and scrvrcescommlttee of the Board of Drrectorg declrned to arrard rnsrsHng thateaaples for the chemlcals should have been gubmrtted for testg.

The commlttee waa rnformed that the tenderers had not been asted tosubnlt chemlcals ftrr teets as a mqJor pre-condrtioa for the award of thetendcra aad that they were later asfed tL do so.

The commlttee was further rnformed that this caused delay leading toexplqr 
_of- tender price validity and yet ln the mean time water had to betr^eated, forclng the corporation to use the unapproved tenders for suppryof the chemicals.

The corn-r'ittee uras gravely concerned that the then management of thecorporatlon intentronally and apparently wtth lntentron -to abuge thetender regulatlous, omitted the iequirement of aubmlsslon of chemicalaamplee as a maJor pre-condition foiawarding the tenders.

I

I
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TheCommitteerecommendsthattheChiefExecutlveehouldensurethat
the procurem.ot t"g"Lif"o" currently in force are adhered to wlthout

exceptlon.

8. PROCUREMEI{T OF MACHINERY AND EOUIPMEITT

+ In 1994, the Corporation under the 2'd Mombasa and Coastal Water Supply

project awarded contracts to M / S HMT International Limited to supply one

Lathe Speed Precision Machine, two Mobile Compressors and two agricultural

tractors u'ith trailers "t " ioiaf cost of U5$61,285' The Supplier was to deliver

the machinery t.ra "qrip-e.rt 
to the purchaser's yard at the Regional Office'

Mombasa. Although th'e machine and equipment arrived at the port of

Mombasa bet\r'een 29 April, 1996 and 25 September' 1996' it was' however'

not until June 1999 thit the Lathe Machine and the two compressors were

cleared through Customs-after payment of Kshs'438,809'5O and Kshs'720'36O

s'as made against a.-rrr"g. 
^nd-watehousing 

charges respectively' As Project

.eco.ds do riot sho*, the biance of the Ministry as cleared, it is, therefore' not

understood$.hyithastakensuchalongtimetohavetheseitemscleared,a
J.jri: .. r, .rt, ^" 

,u." the case for the iiems earlier cleared ' could occasion

substantial avoidable costs.

The commlttee heard the evldence given by the chief Executlve thet tho
iorporation contracted M/s. HMT tnternatlonal Ltd to supply tracton' 2
tipping tractora' 2 compreeeors and oae^ 

-lathe 
machlne at a coat of

USlef]ZeS at the exchanle rate ofKsh.78.OO per US dollar tax free.

TheCommitteefurtherheardthattheCorporatlonpaldtoCuatoml
i"p.rt_"ot" Kgh,43g,gog.5o and Ksh.72O,36O.(X) as demurrage costs duo

to delay in processlng of waiver for duty from the Treaeury'

The committee waa informed that the demurrage costg lncurred werc
partly recovered by the amount of Ksh.478,O2O whlch the Corporatlon
Laa witnnetd from the supplier as part of the linal payment of 1Oolo

equlvalent to the performance bond.

The committee observed with concern that the loes could have beeo

avolded had the concerned ofllcers acted diligently'

1r. NJORO WATER TREATMENT PLANT

TheCorporationtookoverownershipofwatertreatmentplantcompletewithall
facilities which was constructed by the then Ministry of Water Development

under the Greater Nakuru West Witer Supply in 1979 185 at Njoro' The plant
h"" .r.u.. been operational reportedly because the intended source of water

*r", ho*.u.r, not realized during the Project Implementation' The Corporation
has not satisiactorily explained the action it intends to take to make the Plant

a
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operational except for an indication that a dam would be constructed nearby
when funds become available.

The Committee heard the evidence given by the Chief Executive and was
informed that the Njoro Treatment Plant is not curen y in use as water
from two additional boreholes contain safe and quality water that do not
require treatment as opposed to one borehole that contained excess irou
and manganese which has since dried up.

The Committee further heard that the Njoro Treatment plant which
remains the Corporation's asset will be put to use whea and as need arise.

The Committee recommends that the treatment plant be put to good use,
including transferring to other areas where it is required.

12. RONGAI INTAKE

The Rongai Water Intake was noted to have been grabbed by a private
developer who later fenced it off, thus restricting it. Accorclingiy the
corporation's staff have no access to the water Intake. In the circurflJt.rr".",
and in view of the access restriction to the Intake area, it would appear that the
corporation cannot exercise proper efficient management of the Intake in the
event that something went wrong at the Intake.

The committee heard the evidence given by the chief Executive that the
land surroundlng the Rongai water Intake which had been alienated and
fenced oIf by a private developer has been allocated to the corporation,
auruey works completed and fenced.

The committee recotrmends that the chief Executive should ensure that
a tltle ln respect ofthe land is obtained without further delay,

13. woRK-IN- PROGRESS. KIRAND ICH DAM PROJECT

The corporatron s Balance sheet as at 30 June, 1999 reflects an amount of
Kshs6,991,914,5O9.45 as work-in-progress out of which Kshs.2,397,706,153
relates to the Kirandich river dam project undertaken by the corporation
mainly to provide water to Kabarnet town and its environs. Kirandich river
Dam project commenced on 12 September, 1999 under contract No.
NWCPC\WW\22 signed in February, 1994. The project was to be completed
within a contract period of 30 months or by lsr March, 1997 at a contract sum
of Kshs.2,285 ,946,918. The contractor was an Italian consortium firm.

Records available indicate that the project is still uncompleted to date, morc
than 38 months or over 3 years after the agreed completion date of 1 March,
1997. Apart from the fact that the execution of this dam project appears to

(
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have been handled by the contractor in a most unsatisfactory manner' the

agreed project cost of x"i'" i,zgS'q 46'98 has been overrun by more than

Kshs. 150,000,000.

The co.mittee heard the evidence given by the chief Executive aud waa

informed that the ."-ir"ti"i aate w-as delayed by the following reasons:

(i) the preparation of the Dam Foundation which involved the

treatment of v"rioos faults in the location by drilling and. groutlng

earthwork ""a "-"*'"ti"g 
that took a longer period than was

envisaged.

(ii) the preParation of proper rock-filling material of the Dam

liiir nesotiations for the additional funding between the Donor and the
r'r' ;il;;;;;a tn.t t"ot longer than was anticipated'

The Committee was further informed that the government met the

additional financing of Ksh' 15O million to comPlete the project'

the project had been completed thereby
The Committee noted that
resolving the audit query'

a
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KENYA MEDICAL TRAINING COLLEGE
REPORT OF THE CONTRO LLER AND AUDITOR GENERAL ON THEo OF KENYA MEDICAL TRAINING COLLEGE FOR THEEIGHTEEN MONTHS PERJOD ENDED 30 JUNE 1997

tI FTXED A

The balance sheet asset figure of Ksh.600,g29, 1g4.60 excludes underminedvalue of land and buildings at Kenya Medical rraining college H.Jqrr.t..",south Hill Mess, Nairobi a.rd ,r"o "i rtt .o,'r"tiirent colGges aJross the countryas previously inherited 
lr^o1^ {re rvrinistry of Hearth. Acc"ordingly, ,n.-cott.g.,"lxed assets of Kshs.6o0, g2g ,194.60 ,.. ,na.."t"ted to the extent of theundermined value of land-and_ buildirigs 

"o "*.tra.a. Further, the college hasnot obtained titre deeds for the land." In addition, t*o ur ,ii.rg. r,ru-. u..r,erected on the land at South Hill Mess by a private developer, thus throwingdoubts on the ownership of the South Hitt lr{es! tana parcel.

The commlttee heard the evidence giwn by the chief Executrve a,,d waslnformed that the Balance-she"t .-"""1i 
-Iigure 

or Kehs.6oo,g29,194,60excluded undetermrned value of rand .iE,t,,uaug" ;i-ti;-a;u"g","Headquarters, south Hill Mess, rairoti aai au urban c-onstito"it .ou"g.",which had aot been varued at the tiae oitue auart and further that thevaluation had been undertaken 
""a 

- ti. correct value stands atKshs.4,O32,348,69O.OO as at November 1999.

The Comnittee further heard that:

(i) The land LR.No.2O9l14.6g - 78 (South Hlll Mesef whlch wasoriglnally rese.,ed f9r _the college 'and allocated to it vide thealrotment retter No,. 24aog3tvt4i a"t"a December 18tu 1996 andwhich had stalf- houses occupled iy fo,,, families was Iatersubdrvrdcd and alrocated to the fonowrng private devetopeis baseaon a spurlous part Development plan tti. +ZttStS+/ii-of re.oSeptenber 1994:

)

Itlo. LR No.
Plot No.

Letter of
Allotment No.
(all dated
22.d August
2000

Lands
File No.

Name of Allottee
and Box IIo.

Title Status

I 20,9114269
(Plot Al

tas7aal24 2260ao Westllnk
Assoclatee Box
79222 Nalrobl

Tltle I{o.
r.R 9o,a12
Issued2 20t 14270 185788 l2s 2235t7 Robert Mutlso

a
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(Plot Bf Lell, Box 2ASA7
Nalrobl

3 2O9lr427r
(Plot cl

Unknown

4 20.91t4272
lPlot Dl

22ao92 Unkknown

5 2O9114273
(Plot Kf

185788/30 MicroTech
Accesaorles Ltd,
Box 6236O Nalrobi

6 2O9114274
lPlot Hf

taS7aal29 Hope Concepts &
Spirtt Ltd, Box
2354 Nairobi

Title No. IR
9L420
issued

7 2O9114275 185788/3r Philip Kangwaini &
Angela Mwaniko,
Box 52006,
Nalrobl

a zoelt427q
lPlot Fl

226079 Unknown

9 20.9114277
(Plot Ef

tas7aal27 226042 Cabin Crew
Inveatmenta Ltd
Box 42498 ltalrobi

Title No. IR
85965
lssues

10. 2O9lt427A
lPlot <l|

tasTaal2a Tea Zone
Properties and
Salwa View Inv.
Ltd. Box 62810
Nairobl

b

t

I

(ttl land LR No. 2O9ll427O belonglag to the college waa lrregularly
allocated to Robert Mutlso Lelll vlde civil case No. Nairobi HCCC
No.13S4/98 of 1988, allegedly as an alternative plece of land since
the piece of land, whlch had been earlier, allocated to hlm ln
Mombasa was submergcd ln the Sea.

(ifil land LR No. 116O/13 and LR'No. lt60l26 whlch had been allocated
to the college vlde letter of allotment No. 33408/V 176 of lltt
February, 1998 was irregularty allocated to the National Mugeumc of
Kenya.

(lv) Machakos Mualclpal Council had aued the college in reepect of Land
LR No. 11597 (Machakos - Kenya leraell Campusl whlch had beon
reselved for the collegc vide Ietter of allotment No. 73O29/54 of
126 March 1993 and further that the tltle deed lg in the nane of
Masaku County Councll.

11



lv) one of the college's residential plots in Nakuru was subdivided into
several plots and irregularly allocated to the following private
developers:

o Jameg Mokaya Osano Nakuru/Mun/Block 121264
. Joseph K. ChepkitAny Nakuru/Mun/Block121263
. John Chepkien Nakuru/Mun/Block L21262
. Unknown Nakuru/Mun/Block L21263;

and that the title deeds have been cancelled and reallocated to the
Treasury as a trustee of the Ministry of Health's property.

lvil Garissa MTC had been allocated approximately 7.46 hectares of land
by the DDC in 1994 and later a portion of the land was irregularly
allocated to private developers.

The Committee observed with concern that the Commissioner of Lands
without recourse to the college and contrary to the recommendations of
the Mutito Adhoc commisslon of 1994 which dealt with the subdivision of
the Kenyatta National Hospltal Complex, allocated land tesenred and/or
allocated to the college to private developers.

The Committee recommends that:

(il the Director of Kenya Medical Training College should liaise with
the Commlssloaer of Lands to enaure that the allocation of the
following pleces of land to private developers are cancelled:

a

I

No. LR No.
Plot No.

Letter of
Allotment No.
(all dated
22"d August
200(}

Name of Allottee
and Box No.

Title StatusLands
File No.

t

226040I 2O9114269
(Plot Af

LAS7aAl24 Title No.
r.R 9o4L2
Issued

2233172 2O9lt427O
(Plot Bl

LAS7AAl2s

Westlink
Associates Box
79222, Nairobi
Robert Mutlso
Leli, Box 2ASA7
Nairobi
Unknown3 2O9lt427r

lPlot cl
Unknown20,91t4272

(Plot Dl
224092

2O91t4273
(Plot K)

r8s788/30 MicroTech
Accessories Ltd,
Box 62360 Nairobi

4

5
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6 2O9114274
(Plot H)

tas7aal29

2O9114275 185788/31

2O9114276
PlotD

226079 Uoknown

Philip Kangwaini &
Angela Mwaniko,
Box 52OO5,
Nairobi

Cabin Crew
Investments Ltd
Box 42498 Nairobi
Tea Zoae
Properties and
Saiwa View Inv.
Ltd. Box 62A10
Nairobl

7

I

209114277
(Plot Ef

2O9lt427A
(Ptot Gf

tas7aal27 226042

LASTAAl2A

I

lil) the allotees ln recpect of the plota Nakuru/MuolBlockl121262,263,
264 ard 283, which have glnce been allocated to the Trearury as
trustee of the Minlstry of Health, ahould be evlcted with lmnedlate
effect.

(il$ the Commiasioner of landa should recall title deed No.IR.77918 ia
respect of plot LR No. 1160/ 13, Karen, whlch was lrregularly
allocated to the Natlonal Museums of ,Kenya to facllltate the
resurveying of the land aud subsequent regrant of the ProPer
acreage to the college, and that the National Mueeums of Kenya lc
regulred to gurrender the title deed to facilltate the resolving of the
dispute.

(til the Chief E:recutlve should have the tltles regiatered uader the
Treaarrry traneferred to the Kenya Medical Trainlng College.

2. DEPRECIATIONONFf,XEDASSETS

During the period under review the College did not depreciate any of its fixed
assets of Kshs.600,829,194.6o, reportedly due to the non-valuation of the
assets. The non-depreciation by the College of its fixed assets was contrary to
the requirements of generally accepted international accounting standards.
Consequently, the College's excess income over expenditure of
Kshs.206,593,174.7O together with the fixed assets balance of
Ksh.600,829,194.60 as at 30 June 1997 are overstated to the extent of the
depreciation charge not effected. Under the circumstances, therefore, thel

Title No. IR
91420
issued

Hope Concepts &
Spirit Ltd, Box
2354 Nairobi

8

Title No. IR
85965
issues

9

10.
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accuracy and completeness of the College's fixed assets as reflected in the
accounts at 30s June, 1997 could not be confirmed.

The commlttee heard the evidence given by the chief Executive and was
lnformed that the college did not appreciate any of lts Flxed Asgeta of
Kshs.6OO,829,l94,6O due to non valuatlon of the assete and that ProPer
rates on the depreclation have since been charged on the college Assets
based an individual asset values.

The committee recommends that the chief Executive should ensure that
depreclation of the College Fixed Assets is always conducted in
accordance with generally accepted International Accounting Standardg.

The Committee further recommends that the College should keep au upto
date Fixed Asset Register.

3. COLLEGEVEHICLES HELD IN A PRTVATE GARAGE

Between September and December 1995, six College vehicles were towed or
driven to a private garage, reportedly for repairs even though no Local Service
Orders were issued to the private garage for the repairs of the vehicles.
Further, no quotations or inspection reports were seen to ascertain and
confirm the extent of the repairs to be carried out on each of the six vehicles.
When an audit visit was made to the garage in May, 1999 all the six (6) were
lying at the private garage in a bad state of disrepair including extensive
vandalisation. Although the college has explained that the vehicles were
towed / driven to the garage without proper authorilv and that the matter has
been reported to the parent Ministry and Police for investigation, no evidence
was seen of any further action by either the College, parent Ministry or the
Police.

The Committee heard the evidence glven by the Chief Executive and was
informed that between September and December 1999 the following six
vehlclea were towed/ driven to Seven Plan Motors Garage allegedly for
repairs:

{

t

(i)
liil
(iiil
liv)
lvl
lvil

GK
GI(
GK
GK
GK
GK

248(rl
7o.28
T1830
c304
90/27
B750

Mazda
Mazda (Pick UPf
Niasan Cab Star
V.M. Kombi
Leyland
V.M. Kombi

a
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The Committee was further lnformed that:

(il lnspectlon was done on all the vehiclee and mechanical
forwarded to Supplles Department to prepare the Local
Orders (LSOf .

reports
Serrrlce

t

+ lfil the vehlcles were towed/ driven to the garage with the full
kuowledge ofthe Principal ofthe College.

(tii) the vehicles could not be traced gince the proprletor of the garage
Mr. John Chemonges had relocated to an unknown place.

(tvl the vehicles could have been sold off vide Kenya Gazette I{o. 628 of
October 1999, which the Management of the College admitted had
no knowledge of.

The Committee was gravely concerned that the management of the
College falled to retrieve the vehlcles from the garage or take approprlate
action to the polnt thdt the vehicles had to be gazetted for dlsposal.

The Committee recommends that the oflicers of the College who failed to
take the necessary actlon to have the vehiclee retrleved be held
responsiblo and be sureharged by the Inspector General of State
Corporations.

4. DEBTORS

The Balance Sheet Debtors figure of Kshs.S1,4 15,227.4O includes debtors of
Ksh.42,822,576 whose supporting documents were not availed for verification
as follows: -

Ministry of Health
G.O.K Sponsored students
Kenyatta National Hospital
Privately sponsored students
Foreign students

Kshs. 19,812,181.OO
t,930,720.OO

19,600,525.00
829,650.00

649 500.o0

TOTAL 42 a22 s76.OO

The debtors figure also includes Ksh.8,592,640 reflected as Boarding charges
for Hostels occupied by University of Nairobi for which no Lease Agreement
between the College and the University stipulating the terms and conditions for
the lease of the Hostels was seen. In the absence of any supporting documents
or any signed Lease Agreements between the College and University of Nairobi,
it is not possible to ascertain and confirm the correctness of the Debtors
Balance Sheet hgure of Ksh.S1,415 ,227 .4O as at 30 June, 1997.

I
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The Committee heard the evidence given by the Chief Executive and was

informed that the debtors of Kshs.42,822,576.OO where supporting
documentswerenotavailedforauditverificationhavesincebeenavailed
and relayed to the following:

(al Ministry of Health an amount of Kshs' 19,812' 181'4O which
,"p".""ot"d closing balance of Grants under KMTC Account in
the Books of Minisiry of Health and which could not be remitted
in the subsequent Years.

(b) outstanding Fees - Governments students, Private' Foreign and

Kenyatta liational Hospital sponsored - Kshs'23'OlO'4O6'OO in
respect of outstanding fees in the year unde-r review was

extiacted from the students ledgers and the date has since been

reduced to Kshs.3,325,759.

The Committee sras further informed that the debt of
Kshs.8,592,64O.OO is owed bY the University of Nairobi as Boarding

the Ministry of

,I

charges arising from a mutual agreemel t between
Heal[h, the Treasury and the University of Nairobi'

TheCommitteedeploredtheunsatisfactorynatureoftheagreeEent
which has constrained the Boarding facilitles ofthe college'

The committee noted that the university of Nairobi has falled to
develop plot adjacent to the hostels for its own students and instead
has co'ntinoed tL rely on the hostels of the college without reasonable

cause.

t

The Committee recomnends that:

liltheManagementofthecollegeshouldrecovertheoutstanding
debt of Kehs.3,325,789.OO.

liiltheCollegeshouldliaisewiththeparentMinistryq,ithaviewto
resolving the matter pertaining to the use of hostels by
UniversitY of Nairobi students.
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TEACHERS SERVICE COMMISSION

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF THE TEACHERS SERVICE COMMISSION FOR THE YEAR

t

ENDED 30 JUNE L999

+ 1. FINANCIAL POSITION

During the year 1998. 99 , the Commissiorr incurred a net deficit of
Ksh.92,888,9 10 which, however, appears to have been understated by
Kshs.257,5OO,OO0 being expenditure against funds earlier transferred from
accumulated savings to recurrent accounts and treated as grants from
Government. The expenditure was errorreously capitalized to fixed assets
instead of being charged to recurrent transactiolrs. The accounts also show
total creditors of Ksh. 1,472,089,944 as at 30 1999 which include unremitted
statutory deductions for P.A.Y.E., N.S.S.F., N.H.l.F. and W.C.P.S. and other
payroll deductions, some <;f which, when delayed, attract penalties. The
Balance Sheet also shows negative r.r'orking capital of Khs. 106,159,013.
Evidently, therefore, the Commission was facing serious hnancial problems as
it was unable to settle its Iinancial obligations when they fell due. These
Accounts have, therefore, been drawn on a going concern basis on the
assumption that the Commission will continue to get financial support from
Government and its creditors.

The Committee heard the evidence given by the Chief Executive that the
Commission incurred a net deficit of Kshs.92,888,910 which was the
difference between the grants figure of Kshs.36,595,157,764 which
included Kshs.257,5OO,OOO transferred from the Accumulated Fund and
the expenditure on salaries, allowances and operation and malntenancre
totalling Kshs. 36,688,O9O,O 14.

The Committee further heard that an amount of Kshs.257,5OO,OOO which
was capitalized to I'lxed assets instead of being charged to recurrent
transactions were approved by the Treasury and constltuted additlonal
provision to the Teachers Service Commission budgetted funds.

The Committee was also informed that the Accounts show total Creditore
of Kshs.1,472,O89,944,OO as at 3oth June 1999, and which include
unremitted deductions for PAYE, NSSF, NHIF, WCPS and other payroll
deductions which attract penalties when delayed.

The Committee heard that as they were third parties, they would only
have been paid in the month of July.

t
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The committee waa aleo told that the Balance sheet shows negatlve

working capltal of Kshe.1O6,591,Ol3.OO and that thls wag due to fallure
uy tne ftuistrles of Educatlon, and Ministry of Research and Technology
tJ remit grant shortfalls of 3oth June lggg totalling Kshs.249,O27,819.OO.

TheCommltteenotedwlthconcernthattheCommlsslonhadfailedto
remit statutory deductlons and that thls sould commlt the commlsslon
to cxtra chargis as penaltiea and that keeplng of stale, ch-eques beyond 6

months was alainst ihe Internatlonal Accountlng Standards'

The commlttee recomtreude that the commlssion settle all its statutory
deductionsontlmeasPerregulatlonsandfurtherthattheparent
mlnistry remits all grantJ to the Commlssion timely, so as to enable it
run its actlvities elfectivelY.

t

In my previous year's report, concern was expressed 
- 
on the. irregular

contracting of two consultants to prepare Drawings, Bills of Quantities and to

supervise Ihe partitioning of Commisiion Oflices on 3'd and 4s floors at Bima

House. It was further stated that, the contractor had been paid a total amount
of Khs. 11,684,52g at the completion of the job. During the year 1998/99' the

Commission paid a further amount of Ksh.5,69O,60O to the same cortractor to

repair the same partitioning reportedly due to damage caused -by 
the August'

t998 gomb blast. As *". th. 
-case 

in the previous contract, the commission
has not indicated how the contract "um 

of K"h.5,690,600 was determined in

the absence of any open tendering. In addition, no record of any instruction or

signed contract agreement between the Commission and the contractor was

sein and as a result it has not been possible to conltrm the propriety of the

expenditure.

The committee heard the evidence glven by the chief Executive and was

luformed that the commisslon irregularly and by floutlng Procure4ent
procedures enllsted the services of fVf/s. Associated Architects and M/s.
i<ajumba Consultants through single sourcing to Prepare Drawings, Blllg of
eu-anttttes and superrrise fartitions at the Bima House ofllces of the
Commlssion, at a cost of KshE' l1'684,529.

The committee further heard that these were the game contractors qrho

had been hired to repair the oflices after the 1998 Bomb blaat at a cost of
Kshs.5,69O,60O.

The Committee further 'recommcnds that
ensure that stale chequee are brought
Commlssion's accounting regulations.

2 PARTITIONING OF BIMA HOUSE OFFICES

the Chief Executive should
to account as requlred bY

)

,

84



The Commlttee waa inforned that the two ConsultaDts were ldentllled

through eelectlve tenaeiiag due to the urgency of occupylng the ollices of

the premlees sfter the Bomb blast'

The Commlttee noted wlth concern that the Commission llouted the

;;;"t;;;"a pro."doru"-b;1hc" sourcing a contractor and further that

the Treasury was not """"tit"aior 
a walvei as waa the requlrerncnt then'

TheCommltteeobsenredthatapoet.facto.authorltyfromtheTreasury
i"a sio"" been obtalned to validate the single sourcing'

The Committee recommends that the Commission Secretary should

rtrictly adhere to regulatlons governing procurement procedures'

I

3 COMMISSION OFFIC AT PLAZA

(

AftertheAugust,lggSBombblast,whichalsoextensivelydamagedthe
Commission'soff]cesattheCo-operativeHouse'theCommissionidentifiedand
hired office acco-modati,c "ii 

aL"", plaza for its relocation. To partition the

il;; ;;;; to its require-..,,", the Commission appointed a Lead Consultant

and a Quantity Surveyor for the Project Thereafter' eight other contractors

wereinvitedtotenderr*tr,.p.o1..t*i.hth.lowestbidderbeingawardedthe
contract to partition a space it IC,OOO sq ft' at a cost of Ksh'79'800'300 The

aame contractor was also later on, and without competitive bidding, awarded a

d;il.. contract to partition an additional space of 17 
'544 

sq'ft' including other

*.t[" ""a 
supply of furniture and equipment at a cost of Ksh'74'826'803'

Although the total contiacted "pu"t 
p"tiitio"-td !{ the contract-or 

^rs 
9 i '544

"+ft. "".o.aing 
to the i..". .t.,tt""t, tht lettable space occupied- by the

Commission is 1O5,6O0 sq.ft. u'hile a verification of the same space by the

lrdrl"t.V of Roads and pubiic Works established rentable space of ollV 88'373

"q.rt'nrtr,o.,ghtheCommissionhasexplainedthedifferenceofLT,22Tsq.ft.asbeing due to space o..rfi.a by Basement. 03, lobbies' toilets' terraces and

;;;F,r;rd areas not taken'into ^l.o"'t by Ministry of Roads and Public.Works'

tfre Uinistry and the Commission have, however, still not yet reconciled the

difference which, at the contract rate of charge of Ksh 59'20 per sq' ft' per

month, represents a total payment of Ksh' 1,Oi9,83S 90 per month' Further'

the contract for Phase i partitioning included Ksh l5'0OO'OO0 worth of

irrnitr.. valued at only r"|,. I o,oos,o-g0 while the balance of the furniture

worth Ksh.4,99 I ,0OO Jr" .rot delivered even though the Commission has

"*fi"irr.J 
that the undelivered furniture \l'as never paid for and' therefore' its

non-delivery represented no loss to the Commission'

TheCommltteeheardtheevidencegivenbytheChiefExecutiveandweg
lnformed that:

t
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(iI

(il|

liiil

after the 1998 Bomb brast that extensively damaged the earlierollices of the Commlssion at the Co-operative House, the
Commission contracted the lowest bldder, lU/i. X.O. patel as a Lead
Consultant & Quantity Sunreyor to partition the newly hired
premisee of Bazaar Plaza at the cost of Kshs.79,SOO,OOO foi 74,OOO
eq ft, and that while the Contractor was still in site, more space was
acquired from the landlord whose partitioning was contractid to the
same contractor at the original contract rates, as it would have been
costly to tender and hire fresh contractors for the additional space.

the rental space is 105,600 sq. ft. while the partitioned space is
91,544 sq. ft and that the dltTerence representei by LT,22S 

"q. 
ft 

""reported by the Mlnistry of Roads, public lVorks and Housing,is dueto such areaa aa lobbies, toilets, cupboard areas, terrace areis, areas
occupied by outside bench of First(l) floor, and basement areas
which had not been included by the Ministry during its verification.

the contract for Phase I partitioning included Kshs. IS,OOO,OOO
worth of furniture which were to be provrded to the commission andthat the supplier dellvered furniturJworth Kshs,IO,OO9,OOO and the
balance of Kshs.4,99l,OOO.OO was not paid for as the furniture
valued at that much was not delivered as iho*ro,

+

Item

(il Mahogany desks

(ii) Chairs without Arms

Undelivered Ouantitv

48()9

Value

4,40l,OOO.OO

590 ooo.oo

Total 4,99I,OOO.OO

I

400

The committee noted that the lettable space has now been reconciled andconlirmed to be l16,OO0 sq. ft.

The committee recommends that the chief Executive should ensure thatthe iseue of the undellvered rtems worth Kshs.4,99r,ooo is dealt withexpeditiously and resolved to avold matters that Eay arlse from theperformance of the contract.

During the year 1998/99, the commission appried and obtained approvar toutilize an amount of Ksh.175 million rrom its accumurated 
"aui.ri" for thepurpose of partitioning its offices at Bazaar plaza and also to 

"purchase

4. WRONGACCoUNTING TREATMENT OF ACCUMULATED
SAVINGS

Ir6
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a

furniture, fittings, equipmcnt and motor vehicles. After receiving approval for
the transfer and the expenditure a different amount of Ksh.257,50O,000 was,
hou'ever, transferred from the Commission's accumulated funds to a grants'
account, a treatment which erroneously increased income from grants from the
Ministry of Education by the same amount of Ksh.257,500,000 to
Ksh.35,932,31 1,388 as at 30 June, 1999. Accordingly, the excess expenditure
of Ksh.92,888,9 1O reflected in the Commission's Accounts for 1998/99 is
understated to the extent of Ksh.257,50O,0OO.

The Committee heard the evidence given by the Chief Executive that sith
the approval of the Treasury, the Commission utllized from the
Accumulated Fund Kshs. 175,OOO,OOO.OO and 82,5OO,OOO in the year. 1998
and 1999 respectively, totalling Kshs.257,5OO,OOO.OO for the purposa of
partitioning its offices at Bazaar Plaza, and purchase of furniture, frttings,
equipment and motor vehicles.

The Committee also heard that the Commission transferred the
Kehs.257,5OO,OOO.OO to a grants accounts instead of the incone
expenditure Account as surrendering the money to the Treasury would
have made the Commiesion be provided with equivalent addltional
provlsion in the Revised Estimates, and that procedurally, the amount
was captured in the Revised Eatimates as Appropriations-in-Aid.

The Committee recotrmends that the Chlef Executive should liaisc wlth
the oflice of the Controller and Auditor General with a vlew to reconclllag
the figures.

The Commlttee further rec6mmends that the Chief Executive
consult the relevant accounting regulatlons to ascertain the
treatEent for the expendlture.

should
corrcct

S. BOMB BLAST DAMAGES COMPEITSATION

During the August 07 Bomb blast, the Commission, which was the biggest
tenant at the Co-operative House, suffered loss of both life and great damage to
its property.

After the Bomb blast, Treasury, in a letter dated 11 August, 1998 advised all
Government institutions concerned to take stock of damages caused by the
blast both on individual life and property and to take remedial measures where
applicable. On 2l August, 1998, the Commission forwarded to the parent
Ministry for action, a list of items destroyed by the blast whose cost was then
estimated at Ksh.180,732,196. To date and as far as it has been possible to
ascertain only an amount of Kshs.2,887,224 has been received as assistance
from USAID for damages caused by the blast. It has not been possible to

a
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confirm whether the Commission filed any claims with its Insurers regarding
loss of its property.

The Committee heard the evidence given by the Chlef Executive thet
durlng the 7tu August 1998 Bomb Blast, the Commlsslon sulfered loss of
both llfe and great damage to lts property and that a llst of ltems
destroyed estlmated at Kshs.l8O,732,l96.4O waa forwarded to the
Treaeury and KPMG Peat Marsick and USND for compeusatlon'

The Commlttee was iuformed that USAID gave aaslrtance of
1{c,hrs,2,887,224.4o towards repairs of damaged vehiclcs, and that thcy
had no more addltlonal funds to lneet the other losses.

a

+
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NATIONAL SOCIAL SECURITY FUND

OF THE CONTROLLER AND AUDITOR GENERAL ON THEREPORT
NATIONAL SOCIAL SECURITY FUND FOR THE YEARACCOUI{TS OF

ENDED 30 JUNE. 1999

a I. FINANCIAL POSITION

(i.l the Hazina Estate was eventually
Government and finallY sold on
Kshs.1,l16,500.OOO.

Duringtheyearlggslgg,theFundrealizedadeficitofKshs.l,469,35l'0o0
which brou[ht its accumulated deficit to Kshs.6,380,058,00o as at 30 June'

1999'JuStasthecaseinthepreviousyear,theunfavourableresultsrealized
bytheFundinlggSlggweremainlyduetoprovisionstotallihg
Xsns.Z,ZS t,O55,OO0 charged to the Accounts for \998199 which evidently

arose from past imprudent financial decisions by the Fund'

The committee heard the evidence given by the chief Executive and was

informed that the Fund realized a deficit of Kshs.l,469,352,OOO in the
year under review and that this was mainly due to p-rovision for
i{shs.2,281,655.OOO which arose from past imprudent decision by the

Fund.

The Committee was further informed that:

{ til an amount of Kshs.944 ,27L,OOO relates to losses occasioned by
change from one contractor to another in completing the Hazina
Estate, South "B" Project.

completed, rented to
Tenant purchase-basis

the
for

,i; i) the balance of the Provision of Kshs. 1,337,384.OOO relate s to
deposlts held in Prudential Building Society (in liquidation) together
with accrued interest.

The Committee observed with concern that the then Board of Trugteea
and in particular the Government rePresentatives abdlcated thelr
statutory 

-obllgation 
by approving investments of huge aums of money ia

prudential Uuilding Society without ascertaining its flnanclal viability.

The committee recommends that the Fund should invest only in its core-
business.

'I re Committee further recommends that the Managing Trustee thould
;:.rtsllr€ that surplus funds are invested ln Treasury Bills and Bonds only.

I
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2 OF LAND. ATHI RTVER

Thc committee heard the evldence given by the chief Executlve that on
27n June, 1994 the Fund without proof of existence of land, entered into
purchaee agreetrent with the following land owners for the purchase ofland ln Athi Rlver measuring 3s4.-9s hectareg for an amount of
Kshs.576,028,OOO:

HASE

In June, 1994 and without proof of ownership or existence of land, the Fund
entered into purchase agreement with five different land owners regarding
parcels of land located at Athi River, all measuring 3s4.95 hectres at1 total
cost of Kshs.576,028,0o0 exclusive of professional fees of Ksh.5,g2o,310.
Available records indicate that although the Fund, thereafter, obtained title
deeds for these parcels of land, actual physical land did not exist at the time of
the purchase. In addition and in particular, receipt of the sale proceeds of
Ksh.401,0o0,o00 for one of the parcels, LR No.19r0o reportedly bought from
M/s Kenya cargo Handling Services Limited (Staff pensibn Scheme),"was not
reflected in the records of the pension Fund. The professionai fees of
Ksh.5,82o,31o paid for the purported sale transactions also appeared not only
excess but also irregular especially in the absence of any genuine land sall
transactions between the parties involved. consequently, therefore, the
purchase by the Fund of land before confirming its physical ixistence resultedin a loss of public funds totalling Ksh.58 1,g4g,310. This situation
notwithstanding and of even more signilicant interest is the fact that on r 7
February, 200o, the Government allocated the Fund with land of equal size
almost in the same area reportedly to compensate the Fund for tir. ,ro.r-
existent land it had earlier bought. It is, however, not clear why Government
land was used to compensate the Fund for loss of land bought from individuals
at colossal sums of money and which, as stated above, did not even exist. The
Fund further incurred additional costs of Ksh.23,341,54o in respect of survey
and land rent on the rrew land property, an expenditure w,hich thl Fund is also
yet to justify.

a

+

L.R. 19186 -
L.R. 19187 -

L R. 19189 -
L. R.199090-
L. R. 19190 -

Kagika Ltd
Sky nsh Llne Ltd
(Ge ofrey Edwin Ogada
Ms. Eltzabeth Achleng Mirukal

Janee Tildt Ltd
Pandao Hotels & Lodges
Kenya Cargo Handllng Servlce
Trustees (Penslon Scheme)
(Mr. Saliad Mohaamed Rashtd
Mr. Albert Mumba
Mr, Sospeter Arasaf .

Kshs.98,(X}O,O(X)

Ksha. 7,89O,(XX)
Kshg. 2,182,@
Kshs. 6,876,000
Kshe.4O1,OOO,(X)O

a
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The Committee was informed that:

(i) a firm of Valuers known as C.M. Pandya & Assoclates had offered the
pieces of land at Kshs.1 million per acre and that all proceeds of the
sale, Kshs.576,O2O,OOO were paid directly to Fund's lawyers M/s.
Murgor & Murgor Advocates who forwarded the moDlea to the
vendors of the non-existent land.

(ii) an amount of Kshs.5,82O,41O was paid to Fund's Lawyers ae fee
notes for executing the sale Agreements ln respect ofthe sald pleces
of land.

(tii) the Fund discovered there was an anomaly on the land when it tried
to relocate the beacons and that the matter was ralsed with the
Commissioner of Lands who acknowledged that the problem
emanated from the initial planning and aun ey of the Area and opted
to compensate the Fund for the miesing land.

liv) upon allocation of another land to compensate for the loet land, the
Fund incurred an additional cost of Kshs.23,341,54O ln reapect of
Planning, Surveying and reglstratlon fees on the new property.

The Committee made the following obseryations:

(il that it was inconceivable that the Commlssioner of Landg could
issue title deeds for non-existent land and further compensate the
Fund wlth Land of equal size almost in the same area, an act that
showed apparent complicity to defraud public funds.

(iil that the transaction relating to the purchase of the live plots
constituted conspiracy between the Commissioner of Landa, the
Fund Management and the vendors to defraud the Fund of Kshs.576
million.

(ifil that the firm of valuers, C.M. Pandya & Associates and the Murgor &
Murgor Advocates failed in thelr duty as professionals by
participating and executing in the sale ofthe five plots whoee actual
physical location dld not exist at the time ofthe purchase.

(iv) an additlonal coste of Kehe.23,341,54O on rectifieatlon of titles and
the replanning of the newly allocated land should not have been
borne by the Fund.

that the Board of Truatees under the Chairmanshlp
Klsoso falled to dlscharge their responsibilities of

of Mr. M.J.
supervlalon,

I

lvl
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protection, control and Eanageme[t of the Fund's operatlon in
general and lncluding approval of purchase of "ghosts" land.

(vtl it was totally irregular for the Commissioner of Lands to allocate the
I\rnd another land for compensatlng for loss of land bought from
indlviduals at colossal sums of moaey.

The Committee recommends that:

(tt the Director of Kenya Anti-corruptlon Commieslon should
lnvestigate the apparent colluslon between the then Commlssloner
of Landa, the thea Maaaging Trustee, Mr' S. Mulndl and the five
vendors in the transaction relatlng to the purchase of the llve non-
existent plots with a view to preferring charges for false pretences.

(iil the Kenya Antl-Corruption Commisslon should institute clvll suit
agalnst the vendors with view to recoverlng the irregular payment of
Kshe.576,O28,OOO.

(iiil the Management of the Fund should demand refuad of
Kshs.5,82O,31O, belng legal fees charged, from M/s. Murgor &
Murgor Adv6cates ln the absence of any genuine land transactlon
between the Fund and the vendorg.

3. NYAYOESTATEEMBAKASI

In February, 1995, the Fund bought land LR No.9042/179 situated at
Embakasi, measuring 200 acres together with existing Phase I Project designs
for an estate development at a cost of Ksh.980,000,000. Records show that
before the purchase of the property, the Fund had commissioned two firms to
value the property, which returned valuations of Ksh.758 million and Ksh.820
million respectively while the Chief Government Valuer returned a valuation of
Ksh.400 million on the same property. Apart from the fact that it is not
understood why the Fund decided to acquire the land and the designs at a
price far above valuation, the Fund also paid a further amount of
Ksh.348,289,564 to cover cost of additional design work on the Project as well
as cost for re-designing Phase I of the Project. The hiring of consultants to re-
design the Project at the additional cost of Ksh.348,289,564 when the original
price of Ksh.980,000,000 also included cost of designs has not been
satisfactorily explained. Under the circumstances and arising from the
foregoing, it has not been possible to confirm the propriety of the total
expenoiture of Ksh.1,328,2A9,564 incurred on the purchase of the land and
project designs thereof. In addition, construction of 4774 housing units has
partially been completed at a cost of Ksh. 14,180,000,000, while the Fund is
expected to realize sale proceeds of only Kshs. I 1,609,000,000. The Fund is,
therefore, likely to incur a total loss of Kshs.2,571,OOO,O00; a loss which could

t
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possibly have been avoided had proper feasibility studies been carried out

Lefore ihe implementation of the Project'

The Committee heard the evidence given by the Chief Executive that the

iroa, io 1995 purchased land L'R' No' 90,4211-79 measuring--2^OO acres

i;;il"; with t'hase I 
-iesigns in Eqrlakasi Nairobi at Kshs.98o million

fromM/s.BetaEnterPrtees-LtdandthatanadditlonalKshs.348,284,s64
;;;;id to coosuttanls to superise only Phase I and deeign and

supenrise Phasee II and III.

The Committee further heard that:

lil m/s. Mugoya Construction Co' Ltd was awarded the tender to build

the houses at Kshs.2,463,OOO,125 and that to date the Company

has been p"ia x"t".r+,18b,oob,ooo for completing 1'156 units ln
Phase I while 3518 units are partially complete'

(iil while less thao 30% works have been done' the Contractor hae been

paid more than 9Oolo of the coutract sun with an overpayment of
Kshs.2.7 billion.

liil) some of tbe 2.7 billion overpaynents
authority.

were made wlthout Board's

t (iv) the Management of the Board and the Trustees bought and

developed-theplotinEmbakaslareaNairobi,beforeadheringtothe
p"r"lrt- Miol"try's condition vide letter MLMD t2Ot2AlLLSl dated 2"4

February, 1995 that a feasibility study including affordability of the

finished houses be forwarded to the Minister for approval before any

commitment could be made.

(vl another Kshs.3.S billion is requlred to complete the project'

The Committee observed wlth concern that:

(il the then Board and Management of,the Trustees bought the plot and

developed the Estate bJfore avalling a feasibllity study' to the
Minister.

(iil the manner ln which the plots wele valued, bought' Contractor
identlfied atrd contract sumi varied has slgnlficantly contributed to
a final total losa of Ksbs.2,571,OOO'OOO'

I
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The Commlttee recommends that:

(tl Mugoya Construction 
-C_ompany 

be precluded from particlpating inState Corporatlons and Government iendere.

(ii) the then Managing Trustee Mr. samuel Muindi and the then Boardof Trustees under the Chalrmanahip of Mr. Kisoso be heldresponsible for the loss in the proJecl for falling to conduct afeasibllity study on the proJect 
"oa 

L. barred fr"f f"faiig pubtic
office conferred by the Republic of Kenya.

(ilil the Director of Kenya Anti-cornrption commission shourd instltuteinvestigations to aacertain the clrcumstances that led to thelnltiation, commrssionrng and execution of the proJect wttn a vtewto determining whether any crlme *"" 
"o-ilttled for possibleprosecutioa and recovery ofthe losses.

The commlttee while expressrng grave concern that no action had beent'rken to implement its recommindatlons on the matter in the lotrReport, strongly recommen& that immedlate actloa be takea on therecommendations and a report on actlon taken given to it by SgtrOctober, 2OO4,

a

,
4 NED PROJECTS

Between the years 1994 and 199g, the Fund bought parcels of rand at variouslocations ip the Country.and subsequently spent a total of Ksh.6ZO,O4Z,094 onconsultation fees for prtjects conceived o., tt'. ".-. parcels of land. The Fund,however, later abandoned the projects between 1996 and r999. Abandonmentof the Projects after such substantial expenditure had been incurred was aclear indication that proper feasibility studies were neither carried out nor weresources of fu-nding properly identified before design consultants werecommissioned for the work_

The committee heard the evidence grven by tbe chief Executive that theFund, between 1994 and 1998, b-ought 'varioue parcels oi l"i1 .oas-ubsequentry concerved proJecte on tf,e hnds on which an amount ofKehe.67o,o47,o94 was spent. The committee was iaformed that:
(rl the ProJects were concerved before proper feasrbility studies hadbeen done Dor were sourcea of funding properry rdentifled beforedesign consultants were commissioned to work, which resulted inabaadonment of the proJects.

(iil the followlng amouuta had been incurred on the abandoned proJecte:

94
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NSSF Sports Centre - Ngong Road Kshs. 84'593,95O.(X)
Kileleshwa Houslng Estate Kshs. 6,887'258.60
Lerana Rd Housing Estate Kshs. 77'838,430.90
Machakos Housing l(shla,27,944,614.25
Kenyatta Avenue Shops & Oflices Kshs.17l,653'105.95
Hospltal Hill oIlice Block Kshs. 91,149,71'3.00
Karen Housing Project Kchs.262'O17'555.7O

The Committee waa gravely concerned that the proJects were conceived
with the sole purpose of defrauding the Fund of huge sums of money.

The committee recomoends that the Fund should not involve itself in
buying pieces of land and instead ghould concentrate on its core-business.

The Commlttee further recommends that the Chlef Executive should
ensure that the Fund dlsposes the Asgete at cost-elfectlve market prlcee
and ensure that the Fund doec not lncur further losses from the proJect.

5. MACHAKOSHOUSING

In March 1995, the Fund bought land LR No.2O589 measuring approximately
49.86 hectares from a private company at a cost of Kshs.49,0OO,00O. However,
apart from the fact that the same plot of land had been hived out of land
belonging to the Government and allocated to the private company by the

+ Commissioner of Lands in late 1994, the purchase rate of about Ksh.l million
per hectare for the property appears excessive especially when account is taken
of the location and prevailing market property prices in that area. In view of
the foregoing, it has not been possible to conl'irm that the land was bought at a
competitive market rate.

In addition, the land was indicated as fenced round at a total cost of
Ksh.637,60O but an audit site visit to the property revealed that only one side
of the four (4) perimeters of the land had been fenced even though the fence
had subsequently been removed.

The Committee heard the evidence given by the Chief Executive that the
Fund bought 123.2 acrea of land from M/s. Hedel Enterprlses at
Kshs.49,O(X),OOO (Kshs.397,714 per acrel after valuatlon by M/8. Mllligan
& Co. Ltd.

The Committee further heard that the plota have not been developed and
have been leased out for grazing of camela.

The Committce sas concerned that the plots were purchaeed at htghly
inflated prices given the location and prevaillng market property pricee in
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the area, The Committee waa further concerned that the land has been
lefit undeveloped and la only used for grazing canels.

The Committee recotrmende that the land be gold on compctitive bidding
ln order to recover the Fund's Eoney.

6. I(AR"EN HOUSING

Out of the total expenditure of Ksh.262,O 17,555 incurred on the Karen
Housing Project, an amount of Ksh.56,865,199 was paid to the contractor in
September, 1997 under Certificate No. I in respect of materials on site and off
site. Although the Project was terminated about three months later, in
December 1997, the Fund has not fully explained how these materials were
disposed of as the Project's final account was indicated to be still under
preparation.

The Committee heard the evidence given by the Chief Executive and wae
informed that payment to the Contractor for materials off-glte was
temoved from the Final Account as prepared by the ConsultaDts and
signed by the Contractor.

The Committee, however heard that the amount of final account
Kshs.171,534,985.65 arises from a claim by the contractor due
termlnation ofthe proJect and that the claim is yet to be evaluated.

of
to

The Committee obeerved with concern that the project had been started
wlthout a feaslbility study leading to unnecessary expenditure.

a

+

The Committee was further concerned that an
Kshs.262,O17,555 had been spent on a project whose
cannot be identlfied.

amount of
tangible asset

The Commlttee recommends that the Dlrector of Kenya Antl-Corruption
Commisslon investigatee the circumstancea that led to the initiation,
commlssloning of consultants to do design works and engagement of the
contractor with a view to determining whether any crime was committed
for possible prosecution and recovery of the Fund's mouey.

The Committee further recommends that the Chlef Executive should
ensure that the interesta of the Fund are secured and extreme cautlon be
taken on the matter.
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7 DEFOSITS WITH coNsoLIDATEDBAI{K OF KE$YA

8. LOANS AND DEPOSITS INNATIOI{AL BANK Or XE:t TA

TheBalanceSheetTermdepositswithbanksandlinancialinstitutionsligure
of Ksh.4,459,178,00o "" 

-',t 
sO 'J'"t, 1999 includes deposits totalling

Ksh.567,068,000 held in National Bank of Kenya (NBK)' The Fund also held

."- o"i",""al"g loan of Kshs. 1,10O,0O0,OOO in the same Bank as at 30 June'

lgggwhiletheFund.sinvestmentinGovernmentofKenyaStockstotalling
Khs.977,999,000 had 

"i"o 
u.." charged by NBK as security for its borrowing

from the Central gank oi fi""y"- Rtiirougfr the NBK provided- the Fund with

collateral security ualued ^i 
*""i''8AS,O0O,00O in 1994' the valuation had not

been updated as at 3oJ;; e, 1999 ' Apart from the fact that the collateral

".".,.iry 
did not fulty covei ttre funds involved' the Fund's investment in NBK

has tied up colossal "*"""i" 
of pensioners funds in that Bank and on the

basis of recent poor p"rfor.r,..,tt of the gat'k it is not possible. to confirm that

;;Si;; r""a" r,.ia in NBK are secure and are fully recoverable'

The Committee heard the evldence given by the Chtef Executlve that

i"p*it" t"talltng Xshs.567,O68,OOO neta in the Natlonal Bank of Kenya

U.i 
"io"u 

been -receivea w'nUe Kshs. 1,1(X),O(X),OOO loaned to ^the 
same

i.it tos"tner with the accrued lntereet wa8 corverted to 235 milllon

ffor-C"J"f"tive Preference Shares on 25th September' 2(X)3'

The Committee was informed that the Government of Kenya etocka

iot"ui"f x"ns.977 millioi *ui.n had been charged by the-NBK as securlty

for lts borrowing fro- tU" Central Bank of Kenya had slnce been

redeemed.

+

ln 1992,the Fund freld deposits with the Consolidated Bank of Kenya totalling

Kshs.200,000,O0O *il{ including interest thereon' amounted to

Ksh.670,800,o00 as at 3;'Ju;;, isgs] nf"t the bank failed to pay back the

deposit and the "."-.a-i.'ttit"i 
tf't"of' the Fund went to court and obtained

a court ruling to "tt""n--iftt 
assets of the Bank to recover the outstanding

deposits. on o2 July, l;d9,;;;t"tt, 1ld in an unclear arrangement' the

CentralBankdirectedtr,erunatowithholdexecutionofthecourtorderandto
instead seek an amicaUle-"oiuiio" ,o it. matter including waiver of the accrued

interest thereof totalling- ["f'' +oz,SOO,OOO' As far as it has been possible to

ascertain, this matter is still unresolved'

The Commlttee heard the evldence given by the Chief Executlve that the

Fund held deposits *IiU- tn" con-solidatld Bank of Kenya totalling

Kehs.2(X) nilllon .ti"i lncluding lnterest thereon aaounted to
Kshs.67o,8oo,ooo "niti"t 

after goirrg to 
-Court 

and further negotlatioo

the Bauk pald Kshs.263;nlb; uJiug-tne flnal and agreed llgure therebv

rerolvlng tle matter.

+
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The committee waa concerned that the Fund's deposrts were insecure asthe National Bank of Ke.nya wa8 under capitatized and had a targe non_performing loan portfolio.

The committee noted that the Government is preparing a frnancrar reformon the Bank lncluding capitalizlng lt.

The commlttee recom.ends that the Fund and the Minietry of Financeshould continue to review the Fund's investments poricy with a view tosecuring its shares ln the Bank.

a

on 17 November 1992, and 
-apparently without inviting open competitivetenders and without approvar of thi Board, the Fund appoiitea'a consultant torepair its computer mainframe, ICL Series 39, which had broken down and hadfailed to produce members' contribution statements. Although it was not clearhow the consultant was identified and the contract price agreed, the computerconsultants thereafter on r7 December 1999, sub-contracted another firm toundertake the job on its behalf. There is, however, no information regardingthe Fund's contractual rerationship with the second company. There#er, thetwo firms were paid a totar of Ksh.6,673,r91, an amount whose propriety couldnot be confirmed as no invoices were seen to support payment claims by thefirms after completion of the work. It is also not illar why the Fund courd notobtain the services of a reputable firm to undertake ti-r. "o-fri.. repairsinstead of awarding the contract to a consultant who *"" ,pp....ily not acomputer expert and as a result had to appoint another firm to dt the wtrk.

The committee heard the evrdence given by the chref Executrve that theFund's Board without competrtive biidtng aid contrary to Fund,s suppriesManual approved the appoiatment of Mjs. Tandam park consultants torepalr its Computer malnirame, ICL serles 39.

The Committee waa informed that:

(il between r6tt Decemb er r99z and r6th February, l99g the Fund,sICL Malnframe Com_puter developed technical pr"Uiu_" 
"olpeUingthe Fund to allow M/s. Tandam iark consurtaitg to negotiat'e withM/s' Reaolute Ltd to print memberg and employees stat-e;;;ts andthat the Fund eventually signed a contract with Ms. Resolute Ltd.

(t0 that M/s. Resolute Ltd and M/s. Tandam park consultants werepaid Kshs. S,S 70,466. 80_ and Kshs. l, I O2,?2S.OO r""pu.-t-f 
"uf 

y JitU""tinvolces beiag produced by the ltrms.

9. coMPUTER MAINTENANCE CONTRACT

a
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(fiil that whlle the Fund waa dealing wlth M/s. Tandam Park
Consultants, the Malnframe Computer wae repaired by ICL (K) Ltd as
per the then existlng terms of the malntenance contract.

The Commlttee was concerned that this waa a scheae intended to
defraud the Fund and was an outright theft, as M/s. Tandam Park
Consultants had no expertlse ln the fleld. The Committee was further
concerned the lirm did not produce eupportlag documents for payments
and that even as the contractor waa being hlred, there was an exleting
maintenance contract wlth ICL lK) Ltd.

The Committee recommends that:

(it the then Maaaglng Trustee Mr. Davld Masika be held responsible for
awarding computer malntenance contract lrregularly and be
surcharged for unsupported payments of Kshs.6,67g,l9L,

(itl that Mr. Davld Masika be barred from holding public oflice conferred
by the Republic of Kenya for abuse of oIlice.

10. KANGEMIHOUSINGPROJECT

In August 1994, the Fund bought 120 plots at Kangemi at a total cost of
Ksh.27O,OO7,000 where a high class housing estate was to be constructed.
The plot sizes ranged between 0.1 ha. to 0.20 ha. There was, however, no
information to indicate how the vendors of the plots were identified or the
selling prices determined. After designs for the high cost houses had been
made, the plots were discovered to be too small to accommodate the higher
class houses initially designed for the Project due to the fact that a portion of
the land had been carved out and allocated to individual developers before sale.
Records also show that the Fund, and in a selective manner, awarded a
contract for the construction of high class houses to a contractor who was
ranked 3.d lowest at a contract sum of Ksh.1,538,844,800 while the lowest
bidder had quoted Ksh. I ,5 I 1,277 ,O7l. Justification for the rejection of the
tenders from the lowest bidder which, if accepted, would have resulted in a
saving of Ksh.27,566,7 29 was not seen. As the plots could not accommodate
the high class houses intended for the Project, the same had to be redesigned
to accommodate low class houses instead. While the fees charged for the first
design amounted to Ksh.92,230,688, the redesigning cost was
Ksh.368,873,737 with a revised contract cost of Ksh.84 1,638,636. lt has,
however, not been explained why proper feasibility studies were not carried
before implementation of the Project was effected which would possibly have
saved the Fund the expenditure of Ksh.92,330,688 incurred on the abandoned
original Project designs. In addition, the total expenditure of
Ksh. 1,036,000,O00 incurred on the construction of the Project by 30 June
1999, reflects a variation of Ksh.194,361,364 on the revised contract price of
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Ksh.841,638,636 which the Fund has not satisfactorily explained. Further, the
completed units comprising of 104 units have been advertised for sale at a total
cost of Ksh.913,400,0O0, an indication that the Fund stands to realize a net
loss of Ksh.392,600,0OO after sale of the houses.

The Committee heard the evidence given by the Chief Executive and was
informed that in Auguet 1994 the Fund bought 12O plots from M/s.
Mount Swiss (K) Ltd owued by Hon. Njoroge Mungai at Kshs.27O,OO7,OOO
based on a valuation carrled out by M/s. Milligan & Co. Ltd for
construction of low cost apartments and that following a successful court
case by Mountain View Owners Association the scheme was changed to
high cost town houses.

The Committee heard that:

(il the tender for the construction ofthe houses was awarded to the
2nd lowest tenderer M/s. China Jiang International at
Kshs.1,639,966,000 aa the lowest tenderer, M/s. Mugoya
Construction Co. Ltd was already committed in other Fund's
proJecte.

(iil the origlnal design fees was Kshs. 1O8,72 8,407.25 and that following
the Court Case, the redesigning costed ld.ah.e.22,577,948.60.

(iiil an amount of Kshs.883,919,623 has been incurred on the project to-
date and that frnal account hae not yet been completed.

(tvl the Project has eince been completed and most of the houses sold
on Tenant-Purchase basis.

(vl the Fund did not carry out proPer feasibility studies on the project
to determine the returns and that as a result the Fund may not
realize worthwhile returns.

The Committee observed with concern that the management of the Fund
initiated the Kangemi Houslng Project (Mountain View Estate) without
carrying out proper feasibility study, a factor that will make the Fund
realize a huge net loss when all the houses are sold.

The Committee recommends that the then Managing Trustee Mr. Samuel
Muindi and the then Board of Trustees be held responsible for failing to
conduct any feaslbility study on the proJect.

The Committee further recommeude that the Fund should divest from
non-core business activities.

+
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The Members' Fund Account reflects contributions totalling

Ksn.2O,376,283,00O as at 30 June, 1999 which includes contributions

totalling Xsfr.Z,SOO,OO0,O00 held in a suspense account and which similarly

include- contributions of Ksh.6,127,OO0,OOO brought forward from. previous

f."." U"t which could not be allocated to members' accounts, as the individual

members' accounts were unknown. As in previous years' there was no clear

indication as to the action taken to clear the suspense accounts particularly in

viewofthemagnitudeofthebalancesinvolved.TheFundispresentlyunable
toidentifythemembersaccountintowhichthesesuspenseaccountsshouldbe
clearedandasaresultitiSnotpossibletoconfirnrthatpensioners.funds
totalling Ksh.7,300,O0O,0OO held in these suspense accounts are secure and

will eventually benefit the relevanl. contributors'

TheCommitteeheardtheevidencegivenbytheChiefExecutiveandwas
informed that an atnount of Kshs.7,3OO,OOO,OOO was held ln suspeaee

Account by the Fund as at SOtb Juae, 1999 and that the build up of the
Account was attributed to contributions received wlthout returns or
lmproper returns.

The Committee was futther informed that various Eeaaures have been

taken to address the problem of suspense Account build-up which include
extenslve registration of Fund's members and upgradlng of Informatloa
Technology s=o that membera' accounts postings are verified on a monthly
basis.

The committee obsenred that glven the magnitude of the balances

involved in the auspenae account, great care should be taken to ensure

that the Suspense Account is analysed.

The coBrDittee noted that the susPelae account is being reduced and
now stands at Kshs.I billion.

The committee recommends that measurea be taken to reduce the
suspense Account and that where records are not available for
verlhcatlon, the Suspense Account be represented by an egual amount of
aasets and ih" ".-" Le reflected in the Books of Accounts ofthe Fund.

ll. MEMBERS CONTRJBUT ION ACCOUNT

t2. RBCOVERY OF RENT

The Fund has not been abie to recover rent arrears in respect of its tenants

totalling Ksh.421,154,00O some of which have remained outstanding for over

four yelars. This amount includes rent arrears totalling Ksh.2 13,507,064

outstanding against tenants who have vacated their premises. Arising from the

foregoing, iI has not been possible to conf-rrm the recoverabilify of these debts.

I
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The Committee heard the evidence given by the Chief Executive that out
of the outstanding rent of Kshs.42l,154,OOO an amount of
lkt,a.22l,7O5,267.LO has been collected as at 3oth June 2OO3.

The Committee further heard that:

(i) the uncollected rent ie attributable to the tcnanta who have lelt
premises and government departments.

(itl out of thls rent, Kshs.134 mllllon is owed by M/s. Azania Hotels Ltd
owned by Mr. Kassim Owango and others for occupation of Hazina
House ln Mombasa.

The Committee obeerved with concern that the following government
departoents are defaulting ln paying rent to the Fund and yet such
e:rpendlture ia budgeted for and provided by the Government:

A. SSHOUSE.NAJROBI

I

a

Mlnistry of Labour
National Reglstratlon Bureau
V.A.T Department
V.A.T Department
I{ational Regietration Bureau
Kenya Revenue Authority H/QS
Natlonal Hospital Insurance Fuad
Mlnistry of Informatlon &
Broadcastlng
![atlonal Regietration Bureau
Human Righte Commisgion
Ministry of Labour
Kenya Antl-Cornrption Authority
(defunctf

Sub Totals

B. S S HOUSE MOMBASA

Adult Educatlon
Factorles Inspectorate
NHIF
Provinclal Housing office
Provinclal Labour
Provlncial Local Goverament
Soclal Senzicee Department
Government Coast Agency
Department of Culture

50,483,114.87
1,270,655.OO

15,968,521.8(}
3,272,275.7O

22,640,918.OO
2,1o7,575.1O

182,548.98

12,748,223.OO
5,673,927.OO

221,t9t.2O
1,650,4OO.OO

704,O73.60

121,313,O5O.55

266,580.OO
2,717,8OCI.OO
1,578,22O.(X)
I,19O,78O.(X)

928,269.8O
l,(x)6,2(xr,(x)
1,32O,569.OO
1,11O,35O.(X)

546,795.OO
j

102



Dietrict Labour Office
Dletrict Employment Office
Kenya Bureau of Standards

Mlnlstry of Labour
Itlational Registration Bureau
V.A,T Department
V.A.T Department
National Reglstration Bureau
Kenya Revenue Authority H/QS
Natloaal Hospital Insurance Fund
Ministry of Information &
Broadcasting
National Registration Bureau
Human Righte Commieaion
Mlnlstry of Labour
Kenya Anti-Corruption Authority
(defunct)

Sub Totola

S S HOUSE MOMBASA

Adult Education
Factorlee Inspectorate
NHIF
Provlnclal Houslag office
Provinclal Labour
Provlnclal Local Governnent
Social Servlces Department
Government Coast Agency

1,628,531.OO
711,O3O.OO

I,l 19,15O.OO

t
Sub Totals 14,151,268.80

The Committee further obsenred with concern that even the Parent
Minlstry ls defaulting in paying rent.

The Committee recomtnends that:

tlt the Managlng Trustee should liaise with the Fund's parent Mtniatry
to ensure that rente owing from the followlng
Ministrlea/Departments are recovered in fult in the 2OO4|2(X)5
financlal year:

SSHOUSE-NAIROBI

a

50,483,114.87
1,270,655.OO

15,968,521.80
3,272,27s.7O

22,640,918.OO
2,1o7,575.1O

182,548.98

12,748,223.@
s,673,927.OO

221,19t.2O
1,650,400.(X)

704,O73.60

121,313,O5O.55

I

266,58().OO
2,7l7,8OO.OO
L,578,22O.@
I,19O,78O.(X)

928,263.8O
I,OO6,2(X),OO
1,32O,569.OO
1,11O,35O.OO
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Department of Culture
District Labour Oflice
District Employment OIIice
Kenya Bureau of Standards

Sub Totals

546,795.OO
1,628,531.OO

711,O3O.OO
1,119,15O.OO

14,151,268.80 t

a

(iil the amount owing from M/s. Azania Hotels Ltd is recovered without
further delay and the Director(sl of the company should be sued on
their private capacities in order to recover the rent.

all Government Ministries and Departments must clear rents owing
to the Fund not later than 3Oth June 2OO4.

(iii)

13. POSSESSION AND USE OF'MOTOR VEHICLES

Three Fund vehicles, registration numbers KAC 828G, KAB 3988 and KAB

904E} were loaned out to the Office of the President in 1994 u'here the same
have been in use since then. Although it is nou' understood that tn'o of the
vehicles, registration Nos. KAB 3988 and KAB 9O4B have been returned to the
Fund in the year 2001, it is not, hoEever, clear what arrangement exlsts
between the Fund and office of the President regarding the continued retention
and use of the remaining vehicle by that office. This vehicle was also
reportedly involved in an accident but the incident was never reported to the
Fund in time to enable the Fund file the necessary claim $'ith its insurers and
as it is, no information has been availed to indicate u'ho rvill take rcspc.rnsibility
for the repair of the subject vehicle.

The Committee heard the evidence given by the Chief Executive and was
informed that the Fund's motor vehicle registratlon number KAC 828G
was loaned out to the OIIice of the Presldent in 1994 and has never been
returned as lt was involved in an accident while under the use of the then
Oflicer-in Charge, Marsabit Police Station.

The Committee was further informed that OIIice of the President did not
report the accident on time to facilitate necessary claim with insurers
and that efforts to get conPensation from the office has been in vain.
The Committee heard that the vehiclc wae involved in an accident while
being driven by a pollce ollicer without authority.

The Committee observed that the vehlcle was a total loes to the Fund and
regretted that no formal arrangements had been made to release the car
to the OfIlce ofthe Preeident.

I
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The committee recommends that the offrce of the President must
compensate the Fund for the loss ofthe vehicle.

IRREGULAR AWARD OF INSURANCE BROKERAGE AND UNDERWRITNG
SER\rICES

The Committee was informed that a tender for provision of Insurance
Brokerage and Undelsrriting Services was advertised in April 2OO3 and
the following Insurance Brokers and Underwriters were awarded the
tenders following an intervention by the then Permanent Secretary'
Treasury, Mr. Joseph Magari:

Brokers

o Chancery Wright Insuratrce
r Kenbright Insurance
r Vike Insurance Brokers

Underwriters

. UAP
o Britok (British Amerlcan Insurance Co. Ltd)
r Madlson
o Intra Africa
o Alico
o Kenlndia

The Committee further heard that:

(it Sifa, AON Minet, Clarkson Notcutt and Kabage and Mwrirlgi lirms of
Insurance Brokers n ere omltted by the Treasury, while Madison
Insurance and Unlted Insurance Company were included in the list,
even though they had not been short listed by the Fund.

(iil the award of the tender was annulled by the Public Procurements
Complaints Review and Appeals Board upon aPPeals by certain
tenderers who felt that interference by the Treasury had made the
award iregular,

(flil the tender for Insurance cover had since been re-advertised

The Committee noted that Treasury Circular Ref: CONF: 164l()l of 22"d
May, 2(X)3 which allegedly suspended procurement in State Corporatlons
did not allob Treasury to circumvent procurement procedures and that it
only reguired Chief Executives to seek authority for advertisement and
award of tenders wlthout changing the due process.

t
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The Commlttee was concerned that the then Treasury Permanent
Secretary, Mr. Joseph Magari vide his letter Ref. CONF. 129l0l dated June
27rr' 2OOg proposed certain brokers and underwriters to be used by the
Fund contrary to the Exchequer and Audit (Public Procurement),
Regulatlons 2(X)1.

The Committee waa further concerned that the Fund entered into
contract wlth successful bidders before the expiry of twenty one days as
provlded for under Regulations 33 of the Exchequer and Audit (Public
Procurementl Regulations, 2OOl and that Madison Insurance Company
and Unlted Insurance Co. who had scored poorly in the evaluation were
included ln the llst by the Treasury.

The Commlttee recoomends that the then Permanent Secretary,
Treasury Mr. Joseph Magari should be investigated by the Kenya Anti-
Cornrptlon Commisslon for abuse of oIlice and for the following
lrregularltles:

(tl proposing to the NSSF vide letter & Ref. CONF.129|OL dated,27tt
June 2OO3 Insurance Brokera and undenrriters to use as opposed to
the llrms which had been recommended by the NSSF Technical and
Flnanclal Evaluatlon Report on Tender No, lOl2OO2l2OO3 contrary
to Exchequer aad Audit lPublic Procurement) Regulations, 2OO1.

(lil grantlng a walver vide letter Ref. No. 223AlflOlO4A(f 3| dated 3'd
July 2fi)3 to iguore 2l dlaya notlce requirement as per regulatlons
before any procurlng entity can enter into contract.

The Commlttee further recommends that the Treasury should desist from
hterferlng with tenderlng processes ln State Corporations.

The Commlttee also recommeads that the then Permanent Secretary, Mr.
Magarl be surcharged for the cost arising from re-advertising of the
Ingurance Cover tender which waa necessitated by the unlawful
lnterference in the procurement procedures.

;
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KENYA MEDICAL RESEARCH INSTITUTE

RTPORT OF THE COIiITROLLER AITD AUDITOR GEI{ERAL ON THE
.ACCOUNTS OF KEINTA MEDICAL RESEARCH IITSTITUTE T'OR THE YEAR

{
ENDED SOTH JUNE. 2(XX'

1. STAT'F HOUSING PROJECT

In the reports for previous years reference was made of the unsatisfactory
manner in which the Institute handled a staff housing project on Plot No.
LR/ 10683 Mbagathi Road, Nairobi which was estimated to be completed by
February 1991 at a cost of Kshs. 165 million. The project was, thereafter,
abandoned but after the contractor had been paid a total of Kshs. LOL,272,177.
It was also indicated that Government paid a further amount of Kshs.28o
million to the developer's account in respect of the same Project and on behalf
of KEMRI on 20 April 1993 which brought total payments on the project to
Kshs.381,727,177. A review of the position in 2OOOI2O01 shor,yed that the
Project has still remained stagnant even though an amount of
Kshs. 142,000,000 was released by Government to KEMRI in the year 20O0
towards settlement of the outstanding debt with National Bank of Kenya and,
therefore, revival of the Project. Out of Kshs. 142,000,000 received from t}e
Government the Institute deposited Kshs. 120,000,000 with its lawyers for
onward transmission to the National Bank of Kenya but after the correct
pending amount payable to the Bank on behalf of the developer had been
agreed. To date the deposit of Kshs. 120 million is still held by the lawyers out
of which Kshs.27 ,327,697 was reportedly and irregularly spent to pay City
Council rates and land rent in April,2000. In the circumstances, therefore,
and apart from the fact that immediate revival of the Project continues to
remain doubtful, when releasing the amount of Kshs. 142 million to KEMRI,
Government intended to not only get the dispute between the Bank and the
developer resolved and the Project revived and completed but also to avoid
further escalation of the cost of the Project arising from further interest charges
on the outstanding loan. It is, however, understood that as per the Public
Investments Committee's directive during its last sitting and discussion on
KEMRI's Accounts that the issue be resolved speedily, the matter is now under
active negotiation between the Bank, the developer and KEMRI and that a
solution, including release to KEMRI of the title deed for the property is
expected.

The Commlttee heard the evldeace glven by the Chief Drecutlve that thc
Instltute entered lnto an agrccmcnt wlth a developer Mr. Cyrus Jlrongo of
M/s. Cypper Eaterprlses Ltd for developmeot of stalf Houslng proJect on
Mbagathi Rgad, next to Nyayo Highrise Estate ln Nairobl whlch was then
ectlmated to be completed ln February 1991 at a cost of Kshs.l65 mllllon.

I
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The Committee further heard that:

(it by the time the project stalled ia 1993194 financial year, the
Institute had incurred expenditure totalling Kshs,1O1,727,177 and
that the developer, using the title documents of the land on which
the development was being undertaken, borrowed funds from the
National Bank of Kenya which initially grew to Kshs.313 million.

(iil in order to resolve the matter and discharge the title, the Treasury
paid Kshs.28O million to the developer's account leaving a balance
of Kshs.8 million as at April, 1993.

(iiil m/s. Cypper Enterprises was advanced Kshs.2S million by the
National Bank of Kenya Ltd on the KEMRI account without the
knowledge of KEMRI, thus increasing up the money owing from the
Housing Project to Kshs.193 million by 1998.

(ivl an inter-Ministerial Committee, formed by the Government to
resolve the problem facing the project, recommended that Treasury
pays National Bank of Kenya an amount of Kshs.16o in order to
release the title and as a result the Institute received Kshs.142
million in the l999l2OOO financial year to settle the outstanding
account,

(vl the Director of the Institute, without relevant authority, deposited
Kshs.l2o milllon out of the Kshs.142 million with the Institute's
lawyers M/s. Sande Makhandia & Co. Advocates allegedly as
commltment to settle the outstanding accounts on the Staff
Housing Project.

The Committee was informed that:

(it out of Kshs.l2o million held by M/s. Sande Makhandia & Co
Advocates, Kshs.27,327,677 was allegedly disbursed to Mr. A.D.O.
Rachier of Rachler & Company Advocates vide KCB cheque No.
OOOO33 on 6th April 2OOO to pay council rates amounting to
Kehs.14,O67,567.20 and land rentg amountlng to
Kshs.13,26O,129,60 in respect of LR. No.2O9l10683

(ii) the Commissioner of Lands, when ehe appeared before the
Comnittee disowned the payments and informed the Committee
that receipt No. 333214 dated 7th April, 2OOO for cheque No. 067118
produced for the alleged payment was fake and that land rents
outstanding including penalties on the plot L.R. No. 2O911O683
slnce 1993 stood at Kshs.3,616,675 as at 26th April, 2OO4.
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(iifl the Clerk to the City Council of Nairobi.confirmed when he appeared

before the commitfue that no pay'ent of Kshs.14,067,567.20 w,'s

made to tu" cooi.1 "iJe 
.n"q"" lio. A448658oo1 as ageged by M/s'

Cypper enterprises and its Lalyers Rachier & Co' Advocatea as the

receipt allegedly issued was iake and the City Council's Bsnk

statem.ent for the;;;i"d lpiu zooo does not show any bauklng of

any cheque for thi said aiount' Further at the time of alleged

p"y-"rrt'i" aptii iooo, only Kshs'2,g75'gg2'go was owlng to the

City Councit "oa 
iU" 6oorrtit could not therefore legally demand

Kshs.14,O67,567 -2O,

liv) the remaining public funde amounting to Ksbsrg2'6.72t3o3 out of

the Kshs.l2O -iiri"i originally held by the lnstitute's Lawyer M/s.

Sande Makh"oai. t Co' Advocates has not been transferred to a

Government eccount because the lawyers are allegedly

contemplating first diecharging the varioue professional

undertJkingsina commitments Eefore they surrender the Funds'

The Committee was gravely concerned that:

(tl the matter on the KEMRI staff Housiug prgj::t- has taken

inordinately long and that an amount of Kshs'381'272'L77 has been

apent on a iroieit which is far from being completed'

(iil public funds have been irregularly used to clear a personal loan of
Kshg.25 million borrowed iy fvfTs' Cypper Enterprises --from 

the
KEMRI ffousing er"ject Accoint at the ffational Bank of Kenya Ltd
without the knowledge of KEMRI'

(iiil the maaagemeut of the institute, for unexplained reasons and

wlthout reasonable cause, has not taken the necesaary steps to
resolve the matter and appeare to abet some of the lrregularities
that have taken place on the project'

(ivt the release of public fundg e'mounting to Kshs' 12O million to a

lawyer to bank in a private (clientf Account was irregular as no

authority aPPeara to iave been obtalned from either the parent

Ministry, the Treasury nor from the Board of the Instltute and that
the safety ofthe money and its recovery is now bighly doubtful'

(v) that the alleged payments to 
-t!e 

City Council and the Mlnistry of
Lands totalling Xsns.ZZ,S 27,697 was fraudulent aa no such monies

were ever rec&ed by the two Government Departmente'

I
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(vtl rhat despite assurance and commitment made on oatb by M/s,Sande Makhandia & Co. Advocates that the remaining
I(aba.92,672,3o3 was safe and would be returned to the InsHtute
Account, the amount hag not been released to date.

(vti) the Law Iirms of Rachier & co. Advocates and M/a. sandeMakhandia & Co, Advocates appear to have connlved with M/s.
lfnner Enterprisee ln defrauding XEMRI of lfllaha27,Siz,O9?through false payments by utterlng forged receipts in reapect ofland rents and council rates.

(vitif the Treasury and the parent Ministry of Health have been mlsled tobelieve that there are genuine pendtng bilrs in respect or iue pro.yect
leadlng to an amount of Kshs.s44 nillion to be provided for rn theMinlstry of Health estimates for the 2OO4l2OOS ftnancial yeai.

The Committee recommends that:

)

(it

(ti,

(riil

(iv)

the Director of KEMRI Dr. Davy Koech be asked to step aslde toallow the Government to carry out intensive inveetigati"o i"t" ti"tnanDer in which the project was concelved, -the aevetopeiidentifled, how the proJec[ Account at the National Bank of Xeiyahas been operated slace February l99l and how nogu sr.-s Limoney have contlnued to be pald to the developer yet ihe houstngproject has stalled.

the Instltute ln liaison with the parent Ministry and othergovernnent agencies should ensure that an amount ofK,dD.,92,672,3o3 is recovered from M/e. sande Makhandia & co.Advocates without further delay.

the Commissioner of pollce should move with speed to inveetigateM/s.Sande Makhandia & Co. Advocatee, M/;. Rachier C to.elv993!es -t Mr. Cyrus Jirongo of M/s. Cypper Enterprises Ltd toestabllsh the manaer in which xsaa.iZ,gZi,Ogz -." dGbursed from
HyY_ "I:S:{I !9-p-1y for land rentg and council rates in respecLofptot No. LR. 2O9l10680, and yet the Minlstry ofLands ana tne Citycouncil have denied ever receiving the monei aad have declared thereceipts ae forgeries.

fhe _t1w tlrms of M/s. Sande Makhandla & Co. Advocates and M/s.Rachler & Co. Advocates be reported to the Advocates Complaintscommlssion for profeasioaar migcoaduct bj abetting Ioss of clientisEoney and uttering false receipts.
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(vl that Kshs.544 milllon lncluded tn 2OO4l5 eetimates of the Ministry
of Health for the proJect be slthheld until an independent
verl8cation is carrled out on the alleged pending bills and the
correct amount outstandlng with the National Bank of Kenya
determlned.

lvil the Government intervenee on behalf of the Institute to ask the
National Bank of Kenya to discharge the tltle deed in respect of LR.
2O9ILOGA3 to allow completion of the Houslng Project.

2. PENSIONSCHEMECONTRIBUTIONS

Between the period 01 July 1983 and 30n April 1996 the Institute remitted
Staff Pension Scheme contributions amounting to Kshs.97,930,600 to the
Kenya National Assurance Company Limited (now in Receivership). The
Institute has, to date, neither received payment of these contributions from the
Receivers of Kenya National Assurance Company Limited nor has it provided
details of the pensioners and their respective balances in relations to the above
contributions.

The Committee heard the evldence given by the Chlef Executlve and wae
lnformed that out of Kshe.97,93O,6OO held at the Kenya lfational
Aesurance Company Ltd (now ln receivershlpl an amount of
Kshs.33,72O,785.35 has been recovered.

The Commlttee recommends that the Dlrector of the Instltute ehould
continue to follow the repayment of the balance of the contrlbutlons.

3. ABANDONEDPROJECT

The Balance Sheet Fixed Assets figure of Kshs. I ,089,033,849 includes
Kshs.5,375,472, being the Institute's contribution towards a joint project with
Kenya Trypanosomiasis Research Institute (KE"TRI) which in 1987 was
contracted at a cost of Kshs.28,785,039 but which was later abandoned when
it was only 377o complete. A review of the project's position during the year
1999 /2OOO showed that the Project was still stalled even though KEMRI had
reportedly taken over their portion of the houses. In the meantime, the stalled
Project continues to deteriorate and may have to cost much more than
originally planned when eventually revived and completed.

The Committee heard the evldence given by the Chlef Executive and wag
lnformed that the proJect Jointty gtarted wlth the Kenya Trypanosomiasls
Research Ingtltute ln Nupe, Teso District was later abandoned due to lack
of funds to pay tbe contractor.
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?hc Coamlttoc rcoonnca& ttrt tho Dlrcctor lhL.. wlth tbe parGttt
Uhf.try of Hcaltt sltL r vlcw to gcttltrg eltrocetloa for cornptrctlon of tLc
proJcct.
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NATIONAL HOSPITAL INSURANCE FUND

I
ENDED 30 JUNE 1998

1 ACCURACY OF ACCOUNT S: BALANCE SHEET

a

(l)TheBalanceSheetasat3oJunelgg8reflectsSuspenseAccountsdebit
balance of Kshs.+6,378,536.55. No details or analysis has been provided

for this Suspense accollnt balance and in the absence of the necessary

analysis it has not been possible to determine what the amount

represents.

(ii) The Balance Sheet further shows Total Assets figure of

Kshs.4,749,1 13.65 as financed by corresponding accumulated Fund

balanteofKshs.4,T43,4lg,66l.30resultinginanunexplaineddifference
of Kshs.5,693,772.35 between the total assets and the total liabilities. In

the circumstances it has not been possible to confirm the accuracy of

Balance Sheet as at 30.lune 1998.

(iii) The Balance Sheet of the Fund as at 30 June 1998 also reflects Tangible

Assets amounting to kshs.99,772 '730'00 which correctly included

capitalized Motor Vehicle purchase expenditure of Kshs'8'866'5O0'00
duiing the year. The same expenditure is however, also charged to

incom-eandExpenciitureAccountunderTransportationExpensesitem
resulting in double accounting for the expenditure' The totai expenses

figure oi Kshs.883,474,080.60 reflected in. the Income and Expenditure
Account is therefore overstated by this amount while the Excess Income

over Expenditure rlgure of Kshs.l,oot ,347,493,3o iS understated by the

same figure. Ttre total expenditure of Kshs 50,488,626'20 incurred on

purchas'e and installation of computer hardware system has been

charged to the Income and Expenditure Account instead of being

capi;lized as office equipments and included in the Balance sheet under
Tangible Assets. in. Balance Sheet Tangible Assets -figure 

of
Wsns.gg,ZZZ,T30.OOisthereforeunderstatedbyKshs'50'48a'6'26'2O
,a,hile the Income and Expenditure figure for Excess Income over

expenditure is understated by the same figure'

The committee heard the evidence given by the chief Executive that the
Fund's Balance sheet reflected euspenae Account deblt balance of
Ksh.46,378,536.55 as at SOth June, 1998 and that the suspense account
has slnce been reduced to Kshs.4o,684,764.55'
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The Committee further heard that:

(tl the dilference of Ksh.5,6g3,TT2.gS between the net assets and
accumulated furd rras as a result of the depreclation charge for the
year which was inadvertently omltted in the trial balance;

(iU the tanglble asaeta, long term inveetmenta and building work-in-
progreas were claesilled as flxed aesets in the Balance Sheet as the
Fund opted to classlfy them together and dlsclose as a note to the
accounta and that current financlal accounts are properly classified
as required by the Internatioaal accounting standards.

(iti) kshs.99,772,73O represented tangible aasets which included cost of
Eotor vehicles amounting to Kshe.8,866,5OO and which was
erroneously charged to the Income Expenditure Account; and

I

The committee waa further concerned that the accounts were prepared
through incomplete records llke lack of Bank Reconcillation stalements
and a comprehensive ledger account.

Itvl the Fund has updated the existing fixed assets reglster to reflect the
location, depreciation amount and the vehicles useful lives.

The Committee qraa concerned that the Fund waa
details or analysls in reepect of the Suepense Account,

unable to provide

The Committee recommends that:

2. SALEOTSTAMPS - !t.H.r.F HEAD OFT'ICE

1

(il the chlef Executive should analyee the suspenee Account wlth a
view to clearlng the balance from the Accounting records.

(iil the chief Executive should ensure that the Fuud malntalns a
comprehensive ledger Account and recoacile its Statements.

Note I of the Accounts indicates that income from sale of stamps at N.H.I.F.
head office during the year was Kshs. 196,484,9s0.o0. Examination of stamps
records maintained by the revenue collection department at the Fund
headquarters however, indicated that an amount of Kshs. 179,3gg,g20.00 was
collected giving rise to difference of Kshs. 17,096, 13o.oo between the two sets of
records which has not been explained.
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The Committee heard the evidence given by the Chief Executive that:

(il during the year uader review, the Fund was involved in the gale of
stamps and the offices lnvolved were:

o Head Ofilce
o Kakamega and Eldoret Ollices

Ksh.2O5,326,137.OO
Kshs. 50 o80 oo

Total Ksh.2O5. 376.2t7.OO

(iil the dilference of Kshs.17,096,1O3.OO was due to an anonaly that
arose due to the reason that the sales schedules shown by the
cashlers did not reflect the stamps eold but that collected by the
employees and thus formed part of the closing stock.

(iiil the Fund had communicated this anomaly to the ollice of the
Controller and Auditor General after it was detected wlth a view
to having the accounts reconclled.

The Commlttee obsersed that
bookkeeping by the Fund.

the lssue could represent improper

The Commlttee recommends that the Chief Executive should ensure that
proper bookteeping ls maintalned by the Fund.

3. CERTITICATE OF CONTRIBUTION

Similarly, Note I to the accounts shows an amount of Kshs.973,487,546.60 in
respect of certificates of contribution receipts. Examination of documents and
records relating to the certificates of contributiorl receipts for the year indicated
that only an amount of Kshs.929,173,596.40 could be confirmed giving rise to
an unexplained differences of Kshs.44,3 I 3,950.2O.

Further verification of receipt vouchers in respect of certificates of contribution
indicated that certificates of contribution totalling Kshs.8,507,702.0O were not
recorded in the ledger and the amount was therefore included from the
accounts for the year under review. In the circumstances it has not been
possible to confirm the accuracy of the amount of Kshs.973,487,546.6O shown
against the certificates of contribution.

The Committee heard the evidence given by the Chtef Executlve and was
lnformed that the unexplalned dllferencea of Ksh.44,313,95O.2O aroae
due to the fact that the revenue collected in the area oflices by use of
Certlflcate of Contrlbuttoas (CCP| was not lncluded ln the General Ledger
and therefore in the accounts.

o
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The Committee was further informed that receipt vouchers amountlng to
Kshe.8,5O7,7O2 were not recorded in the General Ledger though they were
entered ln the Cagh book.

The CommittGe recommends that the Chlef Executive should make the
lrecessary adjustments in the Accounts.

4. LATE CONTRIBUTIONS

Note I to the accounts further shows an amount of kshs.16,702,575.OO
agianst late contributions receipts. However, the ledger shorvs an amount of
Kshs.13,336,895.00 against late contributions receipts giving rise to a
difference of Kshs.3,365,680.O0 which has been explained.

The Committce heard the evldence given by the Chief Executive that
during the year under review, the Fund received a total late contributions
amountlng to Keh.19,975,979.OO comprlsing of the Head oflice's
contributions of Ksh.13,338,715.OO and area oflices late contributions of
Kshs.6,637,263.OO and further that the Accounts would be reconciled to
take into account the dlscrepancy.

The Committee was aleo lnformed that the management of the Fund is
putting ln measuree to enaure all physical receipt vouchers are avalled for
audit examlnatlon and that aU area ollices are automated and is
ellectively availed controlled and superrrised.

The Committee was concerned that the fund had repeatedly failed to avail
receipts to Auditors for verlflcation.

The Committee recommends that the Chief Executive should ensure that
the Accounting procedures for the Fund should conform with
International Accountlng Standards.

5. PENALTIES

The accounts show total reccipts for the year in respect of penalties as
Kshs.2,648,235.00 made up of Kshs. 1,457,641.OO relating to Head office and
Kshs.1,190,594.0O relating to Area Offices. However, the actual collections
from Area Offices was Kshs. 1,337,978.00 indicating that receipts in respect of
penalties in the accounts are understated by Kshs. 147,384.OO.

The Committee heard the evidence given by the Chief Executive that the
figure of Ksh. 1,457,641 related to tbe Head Ofiice while a sum of
Ksh.1,337,978 collected at the area oflices were reflected in the accounts
as Ksh.1,190,594 resulting in a dlllerence of Kshs.l47,384.

i
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The Committee recommends that the Chief Executive should make the
necessary adjustments in the Accounts'

6. LOI{G TERM INVESTMENTS

The Balance Sheet as .rt 30 June 1998 reflects Long Tc:m Investrn('rrts
amounting to KJns.72,O72,330.00 u'hich ir-tcludes sh:trcs rvorl Ir

Kshs.54,20O,OO0.0O made up of 2,120,O00 4'2, Non cumulati'"'c sharcs of
Kshs.2O each and 590,000 ordinarv shares of Kshs.20 each investcci itr

Consolidated Bank since 1990. As reported previousll' the invcstme nt in thtr

Consolidated Bank has not yielded anv diviclends income to the Fund sir-tcc

1990.

The Committee heard the evidence given by the Chief Executive that:

(il the ligure of Kshs.72,O72,33O.OO in Long Term Investments
comprises Government stock of Kshs' 17, 872,33O.OO at the Central
Bank and 59O,OOO Ordinary Shares at Kshs'2O.OO per share and 4o/o

2,12O,OOO non cumulative preference shares of Kshs.2O.OO held at
Consolidated Bank.

(ii) the Shares at Consolidated Bank were a direct conversion of
deposits in ailing banks into Shares by the Government.

(ilil the Government Stock were placed at the Central Bank to yield after
every six (6f months for a period of 29 years, and consequently
yielded Kshs.1,25O,OOO.OO in the year L997 l9A while the Shares in
Consolidated Bank have not yielded any returns since the Bank has
not declared any dividends to share holders since 199O.

The Committee further heard that by the year 2OO 1, the Fund had
approximately Kshs.6OO million deposited in Consolidated Bank, and
following the Fund's decision to divest from the Bank due to its financial
instability, the Bank paid back Kshs.4OO million in the year 2OO3 and
that it was unable to repay the balance. This prompted the Fund to enter
into an agreement with the Bank to secure the balance by buying a
building from the Bank at a cost of Kshs.l5O million.

The Committee also heard that the Fund's Management had earlier
entered lnto transactions with the Bank and the Euro Bank (under
liquidation), which could have led to loss of Kshs.49 million, which was
part ofthe balance.

The Committee observed with concern that the Fund had heavily and
unwlsely invested in shares in a bank whose linancial stability was
uncertain.

t
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Further the Committee obsenred with concern that the cost of the
building appear to have been inflated ao aB to cover a large proportion of
the Fund's balance with Consolidated Bank.

The Committee recommends that the Chtef Executive should ensure that
aay future investmentg of the Fund are based on prudent commercial
arrangeEents.

7. SHORT TERM INVESTMEIIT

The Balance Sheet shows Kshs.2,963,396,301 .35 representing Short Term
Investments as disclosed in Note 3 to the Accounts. It is, however, observed
that investments amounting to Kshs.525, 109,856 .15 are in respect of cash
deposits in ( 17) seventeen financially distressed institutions which have either
gone into liquidation or are under receivership. The recoverability of these
deposits is therefore doubtful.

The Committee heard the evidence given by the Chief Executive that the
Fund'e final accounta for 1997 198 reflected the ehort-term investments of
Kshs.2,963,396,3O1.35 and that Kshs.525,109,856.15 were held in the
following (l7f seventeen financial institutions which are either under
receivership or ln liquidation:-

I

?
Equity Bulldlng Soclety
United Trugtee Flnance
Continental Credit Flnance
Rural Urban Credits & Finance
Middle Finance Bullding Society
Family Flnance
Pioueer Buildings Society
Home Loans Building Society
Country Buildinga Society
Inter Africa Credit Flnance
Thabiti Flnance
Trade Bank
Trade Flnance
Nalrobi Finance Corporation
Indo Africa Finance
Prudential Finance
Ari Credit & Finance

45O,(XX)
4,(xxr,fix)

lS,OOO,Ooo
9,8OO,OOO

12,50(),OOO
13,5OO,(XX)

8,OOO,OOO
l,(xx),ooo
2,OOO,(X)O
5,(XX),O(X)

l47,5OO,OOO
62,(X)O,(XX)
36,OOO,(X)O
26,OOO,OOO
61,sOO,O(X)
95,266,849.35
37,firc,OOO

The Commlttee was further lnformed that Kghe.6,24o,f 43.g5 had been
recelved as interegt from gome of the ailing banks.

The commlttee recommends that the chlef Executlve should continue to
purEue the held-up deposits until dI the deposlts are recovered.
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The committee further recommends that the ofllcer(el responslble for
investing the funds in the ailing institutlons in contravention of Trearury
gutde[nJs on Invest.ents of Surplus funds be identified, and lnvestlgated
with a view to being Prosecuted.

8.S UNDRY DEBTORS

D TheSundryDebtorsbalanceofKshs.3O6,26l,626.30reflectintheBalance
Sheet includes Kshs.5,057 ,277.60 representing outstanding imprests as at 30

June, 1998 with Kshs.2,818,955.00 of such imprests relating to the year

1996/97 and earlier. However, due to the poor state of imprest records' it has

not been possible to confirm the correctness of the outstanding imprests figure

of Kshs.2,8 t8,955.O0 or to ascertain the reasons why the imprests remained

outstanding as at 30 June 1998.

The committee heard the evidence given by the chief Executive that the
Fund's Balance Sheet showed Sundry debtors balance of
Kshs.3o6,261,626.8O which included outstanding imprests totalllng
Kshs.5,O67,277.6O as at June, 1998, of which Kshs.2,818,955'6o was

from the accounts ofthe year 1996197.

The committee further heard that the Fund has since recovered
Kshe. 1,353,628.OO on imprest leaving an outatandlng balance of
Ksh8.l;465,922.00 which has remained unsurrendered from the following
holders who are no longer employees ofthe Fund.t

Jeremiah Dhahdo
Agnes Kamami
R. G. Mukuna
P.G. Kilel (Deceasedl
Hezekiel Bonuke
Milton Omonge
D.T.A Owino
YusufA. Sheik
Joseph Ngutu
Dr. James Murgor
Abdu Wakole
Dr. James Murgor
Barrack Amolo

Kshs.4l7,466.OO
Kahs. 16,00O.0O
Kahs.249,OOO.OO
Kshs. 366,857.OO
Kshs. 12,OOO.OO
Kshs. 7,OO4.OO
Kshs. 3,OOO.OO
Kshs. 9O,OOO.(X)
Kshs. 5O,OOO.OO
Kshs. 7O,OOO.OO
Kshs. 64,OOO.OO
Kshs. 65,OOO.OO
Kshe. 55,OOO.OO

The committee expreased concern that the Fund had allowed the ofllcerg
to stay with the imPrest over time, and that lt was giving lmprestr to
ofliceri before they iurrendered previou3 onea aad further that the Fund
would loee substantial amount of money if urgent Eessurea are not
instltuted to recover the outstanding balance.
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Thc Committee recommends that thc Chicf Executivc should usc all cost
ellective Elcens possible to ensurc that all the outstaqding debts arc
recovcrcd.

9. CASH IN TRANSIT. KSHS.11 7o2 2O5.1O AND CASH BALANCES

The Balance Sheet reflccts under Current Assets, Cash rn Transrt of
Kshs. 11,7O2,285 1O Audrt verrfrcatron of cash records seen indrcated that
only a sum of Kshs5,563,992 50 could be confirmcd to be cash ln transit as at
30 June, i998 In the crrcumstances lt has not been possible to confirmed
correct the amount of Cash-ln-Transrt of Kshs.I 1,702,28S.1O shoun rn the
Balance Sheet as at 30 Junc 1998

The Current Asset frgure of Kshs.4,054,423,334 15 rncludes cash balances
totalhng Kshs.726,684,584,35 at 3O.June 1998 as follou,s:

Cash at Bank
Cash on Hand

Kshs 695,029,72O OO

Kshs 31 654 864.30

Total Kshs 726 584 584 30

The correctness of the Cash on Hand of Kshs.3l,654,864.30 could not,
however, be confirmed because no Board of Survey certificates confirming the
cash held by vanous cashiers as at 3O June 1998 were made available for
audit revreu'. Further, the Bank Reconcihation statements in respect of the
Main Account as at 30 June 1998 submrtted for audit revie*' were not srgned
or dated. In additron although the Fund operated fourteen (la) bank accounts
country wrde, includrng tu'elve ( 12) for Area oflices, no bank reconciliatron
statements were made available for audit revrew in respect of the twelve (l 2)
Area offices bank accounts. ln the circumstances it was not possible to
conl-rrm the correctness of the Cash ac Bank balance of Kshs.695,O29,Z20.OO

The committce heard the cvidcnce givcn by thc chief Exccutivc that an
atnount of Kshs.11,7O2,285.10 rcpresentcd cash-ia-trensit of
Kshs.5,974,495.4o for the yeer undcr rcvicw and the balance brought
forwerd of Kshs.6,OlO,O14 end that of these anounts arc bank
commlrsions of Kshs.41O,5O2.9O whlch have since been teken into
eccount in thc books.

Thc Commlttce furthcr heard that:

(it

?

a

thc corrcct cash and bank belanccs es et 3Ott Junc 1998 was
I(tt;s.2,42O,732.25 and Kshs.694,968,539.20 rcspectivcly end that
thc diffcrcncc of Kshe.29,295,312.90 wr! an overstatcEcnt of thc
carh bdanccs in the arca offrccs.

t20
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(til in futurc all the statcmcnts will be signcd and dated before bcing
submitted to the Controllcr and Auditor Gcneral'

The committec qras concerned thet the Fund did not uPdatc their cesh

books and instead relied on Bank Statcnents.

D The Committee recommends that:

(i) in future, all bank reconciliations should be signed and dated bcfore
being submittcd to the auditors.

thc Chief Exccutive should cnsurc that the Fund meinteins
internationally acceptable Accounting Standards and that eU

rcconciliations are Promptly made.

t

(ii)

a
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NATIONAL OIL CORPORATION OF KENYA

REFORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
ACCOUNTS OF NATIONAL OIL CORPORA TION OF KENYA FOR THE YEAR
EITDED 30 JUNE 1998

1. WORI{ IN PROGRESS

The Balance Sheet Work-ln-Progress figure of Kshs.490,026,3 16 includes an
amount of Kshs.21,700,173 being cost incurred to renovate a building which
the Corporation leased for its office accommodations for period of six years.
Available information regarding the expenditure indicates that the Corporation
not only constructed permanent concrete u,alls after demolishing existing ones
but also constructed an additional permanent u'all. Hou'ever and besides the
fact that it is not clear why the Corporation had to spend such a large sum of
money to construct permanent structures on a short term lease building, the
inclusion in its Accounts for 1997 198 of this expenditure as intangible asset is
erroneous. Under the circumstances, therefore, it has not been possible to
confirm the propriety of the above capital expenditure of Kshs.2l,7OO, 173
which is now being amortized at the rate of Kshs.3,616,695 per annum,.

The Committee heard the evldence given by the Chief Executive that the
Corporatlon incurred cumulative expenditure of Kahs.2l,?OO,1Z3 on
renovation of Kenya Wildlife Servlce property which the Corporatlon had
leased for lte omce accommodation and storage of petroleum Exploration
tapes and materials for a period of slx 16l years.

The Commlttee was informed that the Corporatlon undertook extensive
rehabilitatlon to make the buildlng euitable for ite requlrements and thet
the cost of lmprovements ls amortized over the entire perlod of the lease.

The Committee obeered wlth coD,cern that the Corporation made
permanent improvements on a building it dld not own arrd that the coets
would be a loss as there waa no provieion ln the lease agreeaent for
recovery of the costs incurred.

The Committee recommends that the management of the Corporatlon
should lialse with the management of the Kenya Wildltfe Serrrice to enaure
that gome of the costs lncurred in the renovatlon of the building are
recovercd.

2. sTocKs

The Corporation's stock records as at 30 June 1998 showed the value of its
stocks as Kshs.29 I , I 53, I O2 as of the same date. On 2 July, 1 998 the

a
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corporation adjusted the stock figure of Kshs. 147,421,849 on the grounds that

stoiks valued "t X"h". t +3,231,253 had been sold to two Oil companies' The

sale of the stocks to the Oil companies appears to have taken place after the

closure of the financial year while available records in support of the sale of the

stocks show that the Corporation only sold Oil stocks valued at

Kshs.1O7,666,93O and that the sale proceeds were received by the corporation
between 2 July 1998 and 24 July 1998. In addition, the adjusted Balance

Sheet stock figure of Kshs.147,421,849 was further adjusted by

Kshs.9,621,232 tJ Xshs.l37,8OO,OOO as reflected in the revised Balance Sheet

as at 30 June 1998. Although the corporation explains that the difference

represented further saleS, no correspondirig debit of the same amount has'

however, been seen in these Accounis. Accordingly the Corporation has not

providej an acceptabie explanation regarding the total stock difference of

kshs.45,685,555 now excluded from the Corporation's Accounts for 1997 198.

The committee heard the evidence given by the chief Executlve that:

(il the Corporatlon adJueted the stock figure from Kshs'291'153,1O2 on
3othJune1998toKshe.I47,421-,894onJuly2ra,1998onthebaels
that stocks valuc of Kshs.143,731,253 had been sold to two oll
companles.

liil the Balance Sheet stock tlgure of Kshs.147,421,849 was further
adJusted by Kshs.9,62l ,2g2 ln a revieed balance eheet showing
Btock flgure of Kshs.137,8OO,O(X) on gtounds of further sales'

(ifil the total ditference ln stocka flgure of Kshs.45,685,555 was
excluded from the Corporatiou'e Accounte for the year 1997 198'

The commlttee was informed that the anomaly sa8 an ovcratatement of
stocks arlslng from wrong accouuting and that efforts were undcrray to
hormanlse them.

The Committee expressed concern over the Poor accountlng proceduree of
stocks used by the Corporation.

The committee tecommetrds that the chief Executive ehould liaise wlth
the Controller and Audltor General with a vlew to reconclllng the
accounta ou stocks, aud further that the corporation should EalntaiD
lnternatlonally accePtable accounting Procedurea.

3. Ff,TED DEFOSITS

The Acccarnts of the Corporation for 1997 /98 show fixed deposits of
Kshs.199,798,554 which exclude deposits already written off totalling
Kshs.36,684,602 held in two financial institutions which are under liquidation.

a
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Although recovery of these rnvestments was evrdently rn doubt, the corporation
has not indrcated the extent of any previous effort made to recover the deposrt
from the hquidators of the new hquidated banks before wnte off actlon was
taken. Further no rnformatron u'as provrded to confirm that the corporatlon
obtarned prior authonty before lnvestlng the amount in these Ilnancral
tnstitutrons are requrrcd by Treasurl' regulatrons.

4. CASH AND BANK BALANCES

(i)

Thc committce heard the evidencc given by thc chief Executivc that thc
Corporation held deposits amounting to Kshs.36,g29,1gO.SO ln two
financiel institution$ now under reccivership and thet a provision for bad
and doubtful dcbts had been made.

The committec further heard that authority was obtained for placing of
funds in Trade Bank while no authority was obtained for placini depoiits
in Heritage Bank.

th: -Committce expresscd conccrn that deposits amounting to
Ksha.2l 

'296,268.90 wcre placcd iu Heritage Benli without the rcquisite
authorlty from the Treasury,

Thc committec recommends that thc menagemcnt of the corporation
sh-ould cnaurc that any aurplus funds erc inveited in Treasury sonds and
Bills ee per Treasury's directive.

The committee furthcr recommcnds thet the corporetion should makemorc cfforts to recover the deposits held in the ailing financial
institutions.

a

tl

(r r)

Examrnation of ten ( 1o) Bank reconcrhatlon statements revealed recerptsrn bank statements not entered ln the Cash Book totalling
Kshs. I 14,466,346 some of which had remarned unposted for over threl
years. There were also payments rn the Bank statements (direct debits)
not eirtered rn the Cash Book totalling Kshs.657,3 96,2i:42. As the
corporation has not produced Debit Advice Notes or letters of autho.ty
advrsrng the Bank to debrt rts Accounts, rt has not been possrble tt
confirm the correctness of these d rrect debits. Srmrlarly, ih... *"..
receipts rn the cash Book not entered in the Bank Statements totalhng
Kshs.119,03 1,300 some of whrch have remained unbanked for threi
years.

Cash and Bank balance shown in the Balance Sheet as at 30 June l99g
rs Kshs. 198,985,525 whr.le the amount supported by the reconciled Cash
Books totals Kshs 706,202,265, thus resultrng rn an unexplarned
difference of Kshs.5o7,2 16,740 rhe Balance Sheet further reflects an
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overdraft of Kshs. lg,2g7 ,753 whrle that shown in the reconcrled Cash

Book is Kshs.1,863,024. The resultant drfference of Kshs.7,614 ,728 has
not been adequately explarned. Arising from the foregoing, it has not
been possrble to conltrm that the Cash and Bank balance and the
overdraft shou'n in the Balance Sheet as at 3O June 1998 are correctly
stated.

I

,

The committee heard the evidcnce givcn by the chief Exccutive thet
reccipts receipts in bank statements not entcred in thc Cash Book
totalling Kshs.114,466,346 comprised of Kshs.29,428,134 bank contra
cntrics and receipts in thc bank statcmcnts outstending duc to
misposting and missing bank documents all totalling Kshs.85,038'212'

The Committce furthcr heard thet:

(it paymcnts in thc Bank Stetemcnts not entered in thc cash bookg
totelling Kehs.657,396,242 coaprised of dircct peyments gcneretcd
from bank charges anounting to Kshs.6,485,681, Benk cntrics
revcrsing wrong rcceipts lcreditsf enouDting to Kshs.44'667,89L
and payments outatanding duc to Eissing bank documcnts totelllng
Kshs.6O6,242,67O which wcre letcr retrieved and uced to updete thc
caeh books.

(iil thc differenccs in cash end benk balence of Kshs.5O7,2l674O ao'dl
benk overdreft of Kshs.7,6L4,728 rcsulting from unrcconcilcd cesh
books end balancc sheet figurcs as at 3oth June 1998 havc sincc
been reconcilcd rcsulting ln cesh diffcrenccs and benk belancc of
Kshs.394,259 and bank overdreft of Kshs.7O9,698 rcspectively.

The Committee recommcnds thet thc Chicf Exccutive ehould cnsure thet
Propcr book-kecping is maintained by the Corporetion and benk
rcconciliation erc done on regular ba6is,

a
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EAST AFRICAN PORTLAND CEMENT

FINAL REPORT ON THE MANAGEMENT PRACTICES AT THE EAST
AT'RICAN FORT I,AITD CEIUENT COMPANY BY AUDIT IITSPECTORATE
TEAM

On January 30tlt, 2003 the Minister for Trade and Industry appornted an Audit
Inspection Team to investigate into and conduct audits on management
practices at the Eat African Portland Cement Company (EAPCC).

Among the issues raised rn the report were:

(i) Irregular awards of contracts for provrsron of goods, wares and services

(ii) Irregular selection of cement distrrbutors: Trade pohcy and practlce

(iii) Manrpulatron of quantity drscounts in favour of one drstributor - Trade
Policy and practlce.

(iv) Staff appointments, promotrons and dismissals.

A report of the findrngs of the team was adopted by the Company during rts
meeting of 246 September 2003 and subsequently tabled rn the House on lst
April, 2004.

1. TRADE POLICY AND PRACTICES

In 1998 EAPCC was faced with urgent need for cash following the maturity of a
Japanese loan. Hastily, the Company introduced a system of Trade Volume
Discounts to lts cement drstributors, requiring them to take minimum of
20,0O0 metric tons per month.

Following this, M/s. Donholm Rahisi Stores (M.K. Roble) became a distriburor
for the company. Srnce M/s Donholm Rahisr Stores was the only drstributor
who could meet the condrtions set out by the Company, over 200 other
distnbutors found it uneconomical to buy from EApCC since M/s. Donholm
Rahisr would undercut them.

In the year 2000, M/s. Donholm Rahisr Stores and the then Managing Director
entered into an agreement to give the distributor favourable trading discounts
and transport rebates of Kshs.98; trade discount of Kshs.60 and transport
discounts of Kshs.38 per bag, brrnging purchase price to Kshs.372 per 50kg
bag, compared to ex -factory price of Kshs.470 per SOkg bag for any other
buyer.

a
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Thrs, in effect made the M/s. Donholm Rahisi Stores dominate and control 707o

of the Company's sales.

Further, in the Financial Years 2OOl l2OO2 and 2OO2I2O03 up to Felruary
zOO3, M/s. Donholm Rahisi Stores was credited with Kshs'285,803'951 and

Kshs.358,800,202 respectively totaling Kshs'671,6O4,153' It was noted that
these irregular huge discounti were eating into the Company's profit margrn'

Thc committcc heerd thc cvidcnce givcn by thc chlef Exccutlve thet:

(it upon E.turity of the JrPrnGsG loen thc Conpaay wlthout--proper
birlnccs conlidcretlon lntroduccd e rystcm of Trrdc Volumc
Dlccounts to its ccment dlstrlbutors, rcqulrlng thctr to teke r
mlnimum of 2O,OO0 mctrlc tons PGr month ln order to gcncretc
lacomc to sctwice the dcbt.

(ii)

lilil

(ivl

(v)

coneequcntly, M/c' Donholm Rrhlal Storcs (M.K' Roblcl bcceme e
dlstrlbutor or tne compeny eince lt ses thc only dlatrlbutor who
could mcet thcsc. conditlone, end thet rll othcr dlctrlbutorr, who
wcrc ovcr two hundred ln numbcr, found it uneconomlcd to buy
from EAPTCC cince M/a. Donholm Rehlsi would undcrcut thcm. Thlr
mede. M/s. Donholm Rrhisl Storcc to moaopollce 7O/o of thc
Compeny'r aalcc,

the seld distrlbutor wec paid thc diccounts GvGn whcn lt did not
mcet thc Tndlng Volumes of 2O,(XX) mctrlc tons PGr month r! PGr
thc Compeny's pollcy.

thc contrect, whocc euthcnticity is e rubJect of court dlrpute
offcrcd e favoureblc 18.9% tredtag diccounte end treneport rcbrtc!
to thc distrlbutor contrery to thc Conpany'r pollcy of 5 o/o discount'

Mr. E. C. Btrye thc thcn Meneging Dlrcctor wer cubrcquently
rclicvcd of htc Job end thc contrrct tcrnlnetcd end thlt Donholm
Rehist Storcs cued thc Compeay for breech of thc contract chlmlng
compenretlon end further that thc ctcc hel rlnce bccn forwerdcd to
thc Kenye Antl -Cornrption Commlgclon for lnvcrtlgetlon.

lvit m/c. Donholm Rehlrl Storca engeged M/4. Abdulehl Ahnednersir &
Compeny Advocetes ln the cacc.

The commlttcc w8! howcver lnformcd thet clncc thc adoptlon of thc
Rcport, the Compeny hed lnstltutcd the followlng Tnde Pollcy ead
Ptectlcc edJurtmcntr: -

(tl rccrultlng distrlbutorc ln Neirobl and othcr pertc ofthc countrY'
a
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(iil deily, weekly and moathly rcports on trensactions of thc deports ere
sincc submittcd to thc Headquarters

(iiil strict cupcnrision by Treasury Accountents on the financial
actlvitics of thc depots.

(ivl introduction of Benk guarrntec cover for traEsportcrs/ distributors
allowing for 3O daye crcdit, payablc within the specified time failure
to which thc Benk guarentec is rccelled.

lvl abolition of transport rebates.

The Committec obscrved with conccrn that:

(it the thcn Managing Director Mr. E. C. Birya misled the Board during
its sitting of June 13, 2OO3 thet he had cffected 57o discount retes
e,s rccommcnded by thc Report of thc Iuspcctor General (Stetc
Corporatlonsf whcn the true position was that he hed alrcady
entcred lnto e contrect with Donholm Rehlsi Stores giviag 18.9%
dlscounts.

(iil the contrect was signcd by the then ecdng Managing Director Mr. E,
C. Blrye end e former Finencc Accountlnt, Mr. J.N. Otindo without
informing the Board.

(iiil duc to over-rcliancc on onc distributor, EApCC's seles have
trcmendously declined over e, short period of time, ftom, 60,0/o
domlnencc of Nalrobi merkct to 49o/o, The Company has also lost
contact with customers.

livl ovcr depcndcncc of onc distributor is a risky commcrcial
rrrenger[ent

(vl Thc Compeny hae no cstablished dlstribution policy.

Thc Committee also cxprcssed conccrn over thc appercnt confllct of
intercst ln view of the fact that Mr. Abdulehi Ahmednasslr who ls acting
for the Distrlbutor ln thc civil cult, is elso the Cheirman of thc Xenye
Anti-Corruption Advlrory Boerd to whom e caee against M/s. Donholm
Rehlri Storcs hed bccn rcfcrred to for investigation. Thc committcc
obsenrcd thet thir reprcscntcd a confllct of intcrest.

Subecqucnuy, Mr. Abdulehi Ahmednasslr essured the Commlttee that hc
would not, es the Cheirman of thc Kenya Anti-Corruption Advisory Board,

a
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interfere with the due process in the case between Donholm Rahisi stores
and EAPCC.

The Committee was also assured that the Law firm of M/s. Abdulahi
Ahmednassir & co. Advocates would reconsider its status and position to
represent the Distributor if the investigations revealed any criminal
intent in the said agreement.

The Committee recommends that:

(il the Company mus( adhere to Public Procurement Procedures while
tendering for distribution.

(iil the Company must introduce and adhere to a cost-effective
distribution policy, which should apply to all distributors.

(iiil the Board should constitute a panel of senior stalf that will be
charged with the responsibility of recommending to the Board
discourrts to distributors.

(ivl the Chief Executive should ensure that an aggressive market
penetration programme is made a priority of the Company.

(vl the Chief Executive should follow closely the case against M/s'
Donholm Rahisi Stores to its logical conclusion.

lvi) Mr. E. C. Birya, the then Managing Director be investigated by the
Kenya Anti-Corruption Commission for misleading the Board during
its Sitting on Friday June 13, 2OO3 that he had effected discount
rates of 5% while he had actually entered into a contract with M/s.
Dohholm Rahisi Stores giving 18.9% discounts.

2. STAFFAPPOINTMENTS PROMOTIONS AND DISMISSALS;

The Report of the lnspector General (Corporations) indicated that the E.1st
African Portland Cement Company's practice in promotions was fundamentally
inconsistent with its Management Standing Rules Regulations and Policies.
Promotions were conducted with nepotism and completely flouted the then
existing procedures, they u,ere too frequent and were occasioned by
favouritism. Moreover, five senior managers who were selectively and
occasionally appointed to conduct intervieu,s flouted procedures for competitive
selection in favour of one ethnic community. Advertisements for vacancies
were not floated. This led to wrongful deployments and low morale among
other members of staff.

The Committee heard the evidence given by. the Chief Executive that the

t
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then Chief Executive Mr. Titue Barmasai ignored the Company,s lald
down Policles pollcies and practices in appointnents, promotions aad
dismissals of some nrembers of stalf leading to reslgnationg and low
morale in the Company. The Committee observed with grave concern
that the then Chief Executive and the overall Management flouted the
Company's laid down policiee and practlce in appointments, promotions
and dismissals of some members of stalf.

The Committee recommends that:

(it the Management ehould enaure that the Company,s laid dowu
procedures and management standing rulee on staff appointments,
promotlons and dismissals are adhered to the letter.

liil the Board and the Chief Executive should re-advertise all
managerial posts in the Company with a view to hiring qualified
personnel.

a
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KENYA POWER AND LIGHTING COMPANY

AUDITING OF ACCOUNTS AND COMPLIANCE WITH ENT

t

I

(iil

liiil

The committee heard the evidence given by the chief Executive that:

(l) Kenya Power and Lighting Company (KPLCI qral e-xe-mp-ted from
audiiing under the State Corporaliotls Act (Cap. 4461 in 1994 and
further that this exemptlon was lifted in the yeat 2OO2 under the
State Corporatlons (Mlscellaneoug Amendmentf Act 2OOO'

the controller and Auditor General could not take over the audit
immediately after lifting of the exemption as KPLC had on 26th May'
2fi)3, appointed thelr earlier auditors who were conductlng the
auditg during the exemption to continue.

The company obtalned an approval from the controller and Auditor
General'[o continue using lhe current audltors M/s. Delloite and
Touche to conduct the company's Audits on behalf of the controller
and Auditor General and report to hlm.

FINANCIAL CIRCULARS

The latest audited
2OOrl2OO2.

llvl accounts of the Company are for the year

The Committee observed with concern that the Company was yet to
conduct and compile audits for tbe 2OO2|2OO3 llnancial year.

The committee recommends that the chief Executive should enaure
strlct adherence to government regulations and.conduct prompt audlts of
Its accounts and submit them to the Controller and Audltor General'

2 KPLCANDINDEPENDENT POWER PRODUCERS IIPP8I

The committee heard the evidence glven by the chief Executive that due
to dillicultieg in mobllizing public finance for development of power
proJects in Kenya, the World Bank and other development partnere ln
early l99o's requlred the Government to restructure the Power 8ub-scctor
by separating the operational functlon from transmlssion and distribution
functions and opening up the Power generetioa market to prlvate
lnvegtors. Subsequently, in 1996, the government undertook a policy
commitment to offer all future power projecte wlth exception of multl-
purpose hydro Schemee to international competltive btdding open to
private and publlc gectors.

C
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The Committee further heard that:

Arising from the foregoing, KPLC
Agreements lPPAsl with four (4f
namely:

entered into Power Purchase
independent power producers

o Iber Africa Power (E.Al Limited
. Westmoutrt (Kenyaf Limited
o Or Power 4 Incorporated
o Tsavo Power Company Limited

(iil the tariffs of all these IPPS were based on the Capacity Charges paid
per kilowatt, energ:f charged paid per unit of electricity sold and
fuel costs.

(iii) Iber Africa (EAl Ltd Power Plant in Nairobi South which currently
runs a 56.6 MW diesel Plant was commissioned in 1997 as a stop-
gap measure to alleviate power generation shortfalls of the mid
199Os which resulted from the withholdiag of the trIorld Bank's and
Donor'a support to fund a least-cost power development plant. In
April 2OO1, KPLC and Iber Africa entered into a further agreenent
to reduce the then charges from 395 USg/kW/yr to 2S5 USg/kV//yr,
in exchange for extending the contract by 15 years from August
2OO4 when it expires.

(ivl following a contract with KPLC, the Westmont (Kenya) Limited
power plant in Klpevu, Mombasa was commissioned in September
1997 for a seven-year power purchase agreement. The Company
whose contract expires in September 2OO4, charges capacity
chargee of 212 US$/kW/yr, energ:f charges at 7.3 Us cts/kWh and
reimbursable fuel charge based on specific consumption rate of
27OglhwD-

lvl in November 1998, KPLC signed a lOO MSI Plant power purchase
Agreement with Or Power 4 Inc. and that the lrt Phase of SMW was
commissioned in July 2OOO. The contract expires twenty (2Of years
after the date of cornlnencement for the 48 MW Plant. The Company
charges 502.9 US$/kWyr and 1.8 Us cts/kV/h on capacity and
energ:f charges respectively and a government royalty of O.4 US
cts/kWh.

(vil under government funding, KenGen developed a 75 MW power plant,
Kipevu I in 1999, A second TSMUI Plant, Kipevu II was developed by
an IPP and a Power Purchase Agreement signed in November 1998.
The latter Plant was develop under Tgavo power Company Limited
and its contract will expire iu the year 2O2L being twenty (2Of years

a

132

t



after the Plant achievee full conlrencement of operatiou il
September 2OO1. Further that Tsavo Power Company Limlted
charges capaclty charge of 255 Us$kw/yr, energy charges of 8'2
Uscti/KWf and relmburgable fuel costs in addltion to a securlty
package payment conslstlng of a letter of credit whose amount is
three ti-." average monthly Payncnt and a cash cover of sioilar
amount in a eettlement account.

The Commlttee also heard that KPLC had embarted on negotiatlons
aimed at reducing the charges by the four Independent Power Producers'

i

(rl

(ffl Westmont Power (Kf Ltd ta owned by two Malaysian Companles
Weetmont Land Asla and Tecno Asia Holdlngs Berhad.

The Commlttee was lnformed that:

(rii)

llv)

the Share holders of lber Afrlca are Flrst Independent Power Kenya
Consultants, IFIFCKI and KPLC'a Penslon Scherne who owns 8O aad
2O percent shares respectlvely, and further that FIPCK lg la turn
owned by a Spanlsh Compaay, Unlon Finosa.

the Dlrectors and owners of Or Power 4 Inc. whlch ls a Cayoan
Island's Company are unklown, and that senlor partnere at M/s
Kaplan & Stratton Limlted Mr. Samuel Walnalna and Ms. Llu Auster
(an Israellf are negotlating on behalfofOr Power 4lnc.

the Four IPPS charges ae follows ln addltlon to varylng fuel chargee:'

IPP Capacity
Charge
lUs$/kw/vrl

Encrgr Charge
(Us cte/kwhl

Total Cost
Unit ( Us
per kVlhl

Per
cts

Iber Africa(E.Al
Ltd

395 o.67 13.17

[Iestmont
Power lKl Ltd

2t2 o.32 L7.O9

Or Power 4 Inc. 528 L.?9 8.09

Tsavo Power
Company Ltd

253 o.77 7.08

(vt the Contracta were aigned during the tenure of the then Managlng
Director Mr. Samuel Gichuru.

The Compittee obsenred with concern that:

I
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(it the contracts were signed in a rush to meet World Bank's demande
anil wlthout recourae to the intrlnslc economic backdrop and coste-
beneflts analysis ofthe operational Plante to KPLC belng conducted.

(il| negotlations for lberafrlca and lVeetmont were based on "build, aad
own' basis as opposed to 'build own and transfer'. In vlew of thls,
KPLC even having inveeted heavily on the PlantS, may lose them at
the end of the contract and thereby would not have realized full ,
value for the money-invested.

(itil appraieals were not conducted before initiation ofthe proJects. Thls
may put the Company at uncertain losses should the Plants fall to
dellver the antlcipated power outputs,

livl some of the risks that the Contractora stated and based thelr
premlume on were vague.

(vl the Kenya Power & Lighting Compaay buys at exorbitant prices from
the IPPs compared to Kshs.3.83/kWh from KenGen.

The Committee recommends that:

(il the Chief Executive should renegotlate the contracts with a vles to
having the charges reduced.

ll{ the Chlef Executive should enaure that any future power purchase
progranmea are eubjected to thorough appraisala and cost beneflt
analyais conducted.

t
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MINUTES OF THE FIRST SITTING OF THE PUBLIC INVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO. 7 PARLIAJUENT
BUILDINGS, ON WEDNESDAY. APRIL 16.2OO3 AT 1O.OO A.M.

PRESENT

The
The
The
The
The
The
The
The
The

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

J.B.N. Muturi, MP
Henry Obs'ocha, MP
Wafula Wamunyinyi, MP
Gor Sungu, MP
Samml' We1'a, MP
K.M. Sang, MP
W1'cliffe Oparanya, MP
Ali Bahari, MP
Otieno Kajrvang, MP

(Chairmanft

ABSENT WITH APOLOGY

The Hon. Maina Kamanda, MP
The Hon. Mohamud Abdi Mohamed, MP

IN ATTENDANCE NATIONAL ASSEMBLY

a Mr. P.C. O. Omolo-
Mr. M.R. Sialai
Mrs. S. Kioko
Mr. S. Kiama

MIN. NO.O1/2003

Deputy Clerk/ Administration
Clerk Assistant
Clerk Assistant
Parliamentary Intern

INTRODUCTORY REMARKS BY THE
DEPUTY CLERN ADMINISTRATIONI

I

The Deputy Clerk welcomed the Members of the Committee to the
meeting and briefed them on the procedures that govern the operations
of the Public Investments Committee. Citing Standing Orders No.l48, he
informed Members that the Committee's key role was to examine and
report on the Annual Accounts of the State Corporations, in addition to
examining whether public investments were being managed prudently.

MrN. NO.O2l2003 ELECTION OF CHAIRMAN

The Deputy Clerk conducted the proceedings for the Election of
Chairman. He called for proposals and Hon. J.B.N. Muturi, MP was
proposed by Hon. Ali Bahari, MP and seconded by Hon. K.M. Sang, MP.
while Hon. Henry Obwocha, MP was proposed by Hon. Otieno Kajwang
and seconded by Hon. Gor Sungu, MP.
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A vote ensued in which Hon. J.B.N. Muturi, got 5 votes against Hon.
Henry Obwocha's, 4 votes.

Thereupon, the Deputy Clerk declared Hon. J.B.N. Muturi, MP. elected
Chairman.

uuY. [o.o3/2003 REMARKS BY THE CHAIRMAI{

Hon. J.B.N. Muturi, MP assumed the Chair and thanked Members for
expressing their faith and confidence in him by electing him Chairman.
The Chairman pledged to serve the Committee with dedication and
impartiality. He called upon Members to serve the Committee with
devotion.

UIN. IC 2003 AITY OTHER BUSINESS

(i) Procram.rr. e of Busineee

The Committee instructed the Secretariat to draw up a draft
programme for consideration by the Committee during the next
sittirlg.

(ii) Mcetinc wlth the Controllcr and Audltor
General

The Committee resolved to schedule a meeting with the Controller
and Auditor General in order to deliberate on areas of examination
which the Committee would wish to give priority.

(iii) Eleventh Re ofthe PIC

The Committee resolved to table Eleventh Report afresh for adoption by
the House.

The Secretariat was instructed to avail copies of the Report to new
Members of the Committee to enable them familiarise themselves with
the Report in order for them to prepare to contribute to the debate on the
Report, once it is tabled.

t

I

t
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0

AD'OI'NilEIfT

Ttre chairman adjoumed the Sitting at fifty minutcs paet Ten Oblock
until a date to be decided upon later.

Hon. J,B,N. Muturi, MP
IIOIfED

ICHAIRIAI{l

136 June 2OO3
DAIE..........

!

I
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MINUTES OF THE SECOND SITTING OF THE PUBLIC INVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO.7 PARLIAMENT
BUILDINGS. OIT FRIDAY JUNE 13.2oo3 AT 10.OO A.M.

PRESENT

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi MP (Chairman)
Sammy Weya, MP
K.M. Sang, MP
Wycliffe Oparanya, MP
Mahamud Abdi Mohamed, MP

NATIONAL ASSEMBLY

I

ABSENT trIITH APOLOGY

The Hon. Gor Sungu, MP
The Hon. Wafula Wamunyinyi, MP
The Hon. Henry Obwocha, MP
The Hon. Maina Kamanda, MP
The Hon. Ali Bahari, MP
The Hon. Otieno Kajwang, MP

IN ATTENDANCE

Mrs. S. Kioko
Mr. S. Kiama

Clerk Assistant
Parliamentary Intern D

MIN. NO.O6 12o,o,3, CONFIRMATION OF MINUTES

Ito.07l 2003 MATTERS ARISING

The following matters arose and were dealt with as herebelow: -

(i) Mln.No.4/2OO3 lil
The Programme of business would be drawn after the orientation
workshop, scheduled for Thursday June 26, 2003.

(ii) Mln.No.4/2OO3 liiit
Copies of the Eleventh Report of the public Investments Committee
were ready and would be distributed to Committee Members.

Minutes of the First Sitting held on Wednesday April 16, 2OO3 were
confirmed by Members present and signed by the Chairman. They were
proposed by Hon. Wycliffe Oparanya, Mp and seconded by Hon. Sammy
Weya, MP.

MIN.

t
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i

MrrI. NO.O8/2003 DELIBERATIOI{S ON THE PROGRAMME
OF BUSINESS

The Committee deliberated at length on issues to be included in the
Programme of business and resolved as follows:-

(i) That it would sit on Mondays and Fridays at 2.3O p.m. and 9'00
a.m. respectively when the House is sitting and daily when the
House is not sitting. Sittings of the Committee will commence on
Monday, June 3O, 2003 at 2.30 P.m.

(ii) That the Committee would hold an orientation workshop at Serena
Hotel on Thursday, June 26, 2OO3 between 8.OO a.m. and 1.00
p.m.

During the Workshop the Controller and Auditor General would be

required to present a checklist/ schedule of all State Corporations
indicating the status of Audit of each Corporation.

The Investments Secretary would be required to submit a report on
the performance of State Corporations and a schedule indicating
performing and non-performing ones. He would also be required to
submit a report on State Corporations, which have shares in
private companies indicating the percentage of shareholding.

The Programme of the Workshop would also include a brief on
powers and privileges of the Committee.

Briefs on the topics to be presented in the Workshop should be

distributed to Committee Members two days earlier.

That the following Corporations will be summoned to appear before
the Committee whether or not their audited accounts are ready:-

(iii)

{

(a)
(b)
(c)
(d)
(e)
(0
(e)
(h)
(i)
(j)
(k)

0)

Kenya Power and Lighting Company
Telkom Kenya Ltd.
Kenya Pipeline Company
Kenya Electricity Generating Company
Kenya Airports Authority
Kenya Ports Authority
Kenya Sugar Board
National Hospital Insurance Fund
National Social Security Fund
Kenya Railways Corporation
Kenya Tourism Development Corporation
Kenyatta National Hospital

I
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(m)
(n)

(o)
(p)
(q)
(r)
(s)
(q
(u)
(v)
(w)
(*)

M
(zl
(aa)

Kenya Medical Research Institute
Agriculture Development Corporation (alongside Kenya Seed
Company)
Coffee Board of Kenya
National Cereals and Produce Board
Kenya Bureau of Standards
Kenya Industrial Estates
Kenya Wine Agencies Ltd.
Numerical Machining Company
Kenya Agricultural Research Institute
Lake Basin Development Authority
Mumias Sugar Company
Kerio Valley Development Authority
Tana and Athi River Development Authority
Industrial and Commercial Development Corporation
National Water Conservation and Pipeline Corporation.

t

MrN. IrO.O9/2q)3 AI'JOURITMENT

The Chairman adjourned the Sitting at thirty minutes past Twelve
O'clock until Thursday June 26, 20O3.

Hon. J.B.N. Muturi, MP
AIGIIED

(cHArRUAnl

13e June 20O3
DATE

)

I
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MINUTES OF THE THIRI) SITTING OF THE PUBLIC IITVESTMLNTS
COMMITTEE IIT COMMITTEE ROOM NO.7. PARLIAIUET{T
BUILDINGS .ONMO AY. JUNE 30 2oo3 AT 2.30 P.M.

PRESE!IT

I The Hon. J.B.N. Muturi, MP
The Hon. Henry Obwocha, MP
The Hon. K.M. Sang, MP
The Hon. Wycliffe Oparanya, MP
The Hon. Gor Sungu, MP
The Hon. Wafula Wamunyinyi, MP

ABSENT WITH APOLOGY

(Chairqan)

NATIONAL ASSEMBLY

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intern

The
The
The
The
The

Hon.
Hon.
Hon.
Ho11.

Hon.

Muhamud Abdi Mohamed
Sammy Weya, MP
Maina Kamanda, MP
Ali Bahari, MP
Otieno Kajwang, MP

IN AATENDANCE

( Mr. M.R. Sialai
Mrs. S. Kioko
Mr. S. Kiama

I

MIN. NO.1()/2()()3 CONFIRMATION OF MINUTES

Minutes of the Second sitting held on Friday June 13, 2003 were
confirmed by Members present and signed by the Chairman. They were
proposed by Hon. Wycliffe Oparanya, MP and seconded by Hon. K.M.
Sang, MP.

MrN. NO.11/2003 MATTERS ARISING

The following matters arose and were dealt with as herebelow: -

(i) Min.No.7l2(x)3

Copies of the Eleventh Report of the Public Investments Committee
to be distributed to Committee Members forthwith.

l4l



MIN. NO.12l 2003 NON-APPEARANC E OF TTIE PERMANENT
SECRETARY MINISTRY OF tr'INANCE

MIN.NO.13/ 20()3 AITY OTHER BUSINESS
Publlc InvestEen Committee S clal Audit
Report

The committee resolved to deliberate on the 19g6 speciar Audit Report at
a later date.

MIN. NO.14/ 2CtO3 ADJOURNMENT

The Committee approved the draft programme of business with
amendments.

The..cfiairman adjourned the sitting at thirty minutes past Four o,clockuntil Thursday July 03, 2003 at 9.00 a.m.

The committee noted with grave concern that for the second time, the
Permanent_ secretary, Ministry of Finance had failed to appear before it
as required and further that he neither sent a representaiive nor did he
send an apologr for his inability to appear.

consequently, the committee resolved to summon the permanent
Secretary to appear before it on Thursday, July 03, 2003 at 9.O0 a.m. toexplain his persistent inability to appeir beiore the committee when
required and respond to issues raised in the committee,s letters to the
Permanent Secretary.

(ii) Mln.IIo.8/2oo3

Hon. J.B.N. Muturi, Mp
SIGNED

(cHArRIuANl

30th June 2003
D4TE..........

a

,

I

t42



MINUTES OF THE FOURTH SITTING OT' THE PUBLIC IITVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO.7 PARLIAMENT
BUILDINGS ON THURSDAY JULY 03 2()()3 AT 9.OO P.M.

PRESENT

t

{

J.B.N. Muturi, MP
Maina Kamanda, MP
Henry Obwocha, MP
Wycliffe Oparanya, MP
Gor Sungu, MP
Wafula Wamunyinyi, MP
Ali Bahari, MP
Sammy Weya, MP
M. Abdi Mohamed, MP

ABSENT WITH APOLOGY

The Hon. K.M. Sang,.M.l .

The Hon. Otieno Kajwang, M.P

IN ATTENDANCE NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mrs. S. Kioko
Mr. S. Kiama

MINISTRY OF FINANCE

Mr. Joseph Magari
Mr. Joseph Mwangi

(Chairmanf

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intern

Permanent Secretary
Director, DGIPE

The
The
The
The
The
The
The
The
The

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

MrN. NO. 15/2003 MEETING WITH THE PERMANENT
SECRETARY MINISTRY OF FINANCE

Mr. Joseph Magari, Permanent Secretary, Ministry of Finance
accompanied by Mr. Joseph Mwangi, Director, (DGIPE) appeared before
the Committee and apologised to the Committee over his inability to
appear before them on two earlier occasions. He explained that this had
been as a result of his involvement in meetings of the East African
Legislative Assembly held here in Nairobi. He nevertheless, assured the
Committee that his office would respond to Committee concerns as and
when required.

The Permanent Secretary then briefed the Committee
Treasury representatives in Parastatal Boards and

on the role of
the status of

t
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implementation of the Treasury Memoranda.

The Committee raised the following issues with the permanent Secretarjr:

1. Performance of Treasurv Reoreaentatives in Parastatel Boerds

The Committee was concerned that some Treasury representatives
did not seem well versed with the goings-on of the parastatals in
whose Boards they sat, and further that on various occasions some
Chief Executives had given untrue information to the Committee in
the presence of the representatives without them raising any
objection.

The Permanent Secretary assured the Committee that he would
monitor the performance of Treasury representatives in Parastatal
Boards with a view to taking appropriate action on those who were
under-performing.

2. Laxit ln Imolementatlon of Treeeurv Memoranda17

i

The Committee was concerned that in the past, the Government
did not seem to take Committee recommendations seriously and
that responses contained in most Treasury memoranda were
vague.

The Permanent Secretary assured the Committee that the
Government would do all it could to ensure that Committee
recommendations were implemented as passed by parliament.

3. Declaratlon of Dlvidends bv Parastatde

The Committee noted with concern that some financially healthy
parastatals had not been declaring dividends to shareholders as
required by law (Cap 446).

The Permanent Secretary informed the Committee that he had
issued a Circular (Treasury Circular No.3/2003 of January 2003)
reminding Chief Executives of the requirement for declaration of
dividends by State Corporations. He promised to ensure that the
Chief Executives comply with the law and the Treasury Circular.

4. Ilon- rence to Trcaaunr Clrculars

I

The Committee expressed concern that many State Corporations
had in the past flouted Treasury and other Government circulars

I
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a

with impunity.

The Permanent Secretary assured the Committee that his office

would take necessary action to ensure that State Corporations

adhere to Government Financial Circulars'

The Committee asked the Permanent Secretary to initiate action

iowards ensuring that Treasury Circulars are published as

Financial orderJ/Subsidiary Legistation by the office of the

Attorney General.

The Committee would follow up the matter with the Attorney

General.

{

5. Late Submigelon of Accounts

The Committee noted with concern that some parastatals were still
submitting their accounts for audit beyond statutory deadlines'

The Permanent Secretary assured the Committee that appropriate
action would be taken on Chief Executives of parastatals who

submitted their accounts late.

6. Dllution of Government Shareholdlns in the KenYe Seed

7 Ouerterlv Performance Reoorts

The Committee noted with satisfaction that the Permanent
Secretary had issued a circular (Treasury Circular No'3/2O03 of
January, 2003) requiring State Corporations to adhere to Treasury
No. a of 15fi August, 1990 which requires State Corporations to
submit quarterly;erformance Reports to their Parent Ministries'

The Comrnittee emphasised need for State Corporations to adhere

to this requirement.

Companv

The Permanent Secretary informed the Committee that the change

in share holding in tlie Kenya Seed Company had not been

recognised by the Government and that as far as the Government
*"" io.r....rid, it had majority shares in the Company' He further
informed the Committee that the Anti-Corruption Police Unit was

investigating the circumstances under which Government
sfrarehitding in Kenya Seed Company was diluted with a view to
having the anomaly rectified.

t
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It also recommended sanctions for non-compliance.

6. E.M.U'S Audlt Reoort on the Defunct Kenva Sunar thorltv

The Committee asked the Permanent Secretary to avail to it copies
of the Audit Report on the defunct Kenya Sugar Authority by the
Efliciency Monitoring Unit.

MIN. NO. L6l2oiD3, AD.'O ENT

The Chairman adjourned the Sitting at hfty minutes past Eleven
O'clock until Frida5, July 04, 2003 at 9.00 a.m.

Hon. J.B.N. Muturi, MP
SIGNED

(CHAJRUANI

July 3ra 2003
D4TE..........

t

)
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MINUTES OF THE FIF'TH SITTING OF THE PUBLIC IITVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO.7 PARLIAMENT
BUILDINGS ON TRIDAY JULY 04 2()()3 AT 9.OO A.M.

PRESENT

t
The
The
The
The
The
The
The

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

J.B.N. Muturi, MP
Henry Obwocha, MP
Wafula Wamunyinyi, MP
K.M. Sang, MP

Ali Bahari, MP
Maina Kamanda, MP
M. Abdi Mohamed, MP

(Chalrman)

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intern

t

ABSENT WITH APOLOGY

The Hon. Gor Sungu, MP
The Hon. Sammy Weya, MP
The Hon. Wycliffe Oparanya, MP
The Hon. Otieno Kajwang, MP

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mrs. S. Kioko
Mr. S. Kiama

CONTROLLER AND AUDITOR GENERAL

Mr. A. Denge
Mr. J.K. Mukhooli
Mr. H.O. Wanyama
Mr. J.K. Ongwen
Mr. S.K. Mbuko

Director of Audit
Deputy Director of Audit
Deputy Director of Audit
Principal Auditor
Senior Auditor

DEPARTMENT oF GOVERNMENT IITVESTMENTS AND PUBLIC

M
M
M

ENTERPRISES IDGIPEI

r. S. Kitungu
r. J. Mwangi
r. F.W. King'ori

Principal Economist
Director
Assistant Secretary

I
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INSPECTORATE OF STATE CORPORATIOITS

Mr. E.M. Ngigi Principal Inspector of State
Corporations

MIN. t{O. t7 12oo,3 EVIDEITCE

1. KEITYA FOWER AND LIGTITING COMPAITY

Mr. Joseph Oduor, Managing Director, Kenya Power and Lighting
Company accompanied by Messrs:- Laurencial Njagi, Company
Secretary; David Mwangi, Chief Manager Planning; Zachary Ayieko,
Chief Manager Finance; Bernadette Nzioki, Senior Deputy Secretary,
Ministry of Enerry; Christine Mwangi, Chief Finance Officer, Ministry
of Enerry; Paul Ngatia, Deputy Secretary, Ministry of Enerry; Martin
M. Heya, Chief Supt. Geologist, Ministry of Enerry and Ng'ang'a
Munlrr, Principal Economist, Ministry of Enerry appeared before the
Committee, in relation to the following issues:-

(i) Auditing of the KPLC's Accounts

(ii) Compliance with Government/Financial Circulars.

The Committee directed the Chief ExectLive to submit the
following information by July 18,2003: -

(i) KPLC's Quarterly Performance Report as per the
Requirements of Treasury Circular No.8 of lSth August 1990,
stating among other things, the position of the Company's
Pension Fund.

(ii) A brief on the relationship between KPLC and Independent
Power Producers indicating names of companies which have
entered into contracts with KPLC and stating the names of their
directors. The brief should also state what kind of contracts
they are, when they should end and the terms of the contracts.

2. XEr{YA ELECTRICITT GENERATII{G COMPA.ITT

Mr. Eddy Njoroge, Managing Director, KenGen accompanied by
Messrs: Wycliffe Temesi, Chief Manager Finance; A.H. Ali, Company
Secretary; Bernadette Nzioki, Senior Deputy Secretary, Ministry of
Energr; Christine Mwangi, Chief Finance Officer; Paul Ngatia, Deputy
Secretary; Martin Heya, Chief Supt. Geologist and Ng'ang'a Munyu,
Principal Economist appeared before the Committee in relation to the
following issues: -

t

,

I
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(i)
(ii)

Auditing of the Kencen's Accounts
Compliance with Government/Financial Circulars.

The Committee directed the Chief Executive to submit evidence
of compliance with Treasury Circular No.3 of 2003 dated 30ft
January, 2OO3 in as far as submission of Quarterly
Performance Report is concerned.

The information should be submitted by 18n July, 20O3'

Auditing of Safaricom's Accounts.
Compliance with Government Financial Circulars.

The Committee directed the Chief Executive to submit
evidence of compliance with Treasury Circular No.3 of 30h
January, 2003 in as far as submission of Quarterly

a

{

3. I(EITYA PIPTLIITE COMPANY

Dr. Shem Ochuodho, Managing Director, Kenya Pipeline Company
accompanied by Messrs:- Maurice Danlas, Chairman; Hamilton
Orata, Finance Manager; John Kithete, Chief Corporate Planning
Officer; William Ooko, Chief Internal Auditor; Caleb Manyaga, Chief
Accountant; M. Kiptui, Company Secretary; John Begisen, Chief
Technical Manager, Bernadette Nzioki, Senior Deputy Secretary,
Ministry of Enerry; Christine Mwangi, Chief Finance Oflicer, Ministry
of Enerry; Paul Ngatia, Deputy Secretary, Ministry of Enerry; Martin
Heya, Chief Supt. Geologist and Ng'ang'a Munyu, Principal Economist
appeared before the Committee in relation to the following issues:

(i) Auditing of Kenya Pipeline's Accounts
(i0 Compliance with Government Financial Circulars

The Committee directed the Chief Executive to submit evidence
of compliance with Treasury Circular No.3 of 30ft January,
2003 in as far as submission of Quarterly Performance Reports
is concerned.

The information should be submitted by 18th July, 2003.

4. SATARICO M IKI LTD

Mr. Michael Josephs, General Manager, Safaricom (K) Ltd
accompanied by Mr. L. Baillie, Chief Financial officer appeared
before the Committee in relation to the following issues: -

(i)
(ii)

,
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Performance Reports is concerned.

The information should be submitted through the office of
the Controller and Auditor General by l8e July' 20O3'

UIT. f,O. 1t/2q}3 AI}JOI'RITUEITT

The Chairman adjourned the Sitting at one Otlock until Friday
July 11, 2OO3 at 9.O0 a.m.

J.B.N. Muturi, MP
AIGTED

(cHArRXArrl

18ft JulY, 2OO3
D^TE...........

a

)
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MIr{UTFS OF Sf,TTH AITTIIIG OT' THE PI'B IIfiIEATUEIYTA
COMMIfTEE HELD IN,COMMITTET ROOM ITO.7. PARLIAUTITT BUILDIf,GS
ON FRIDAY JULY 11. 2OO3 AT 9.q) A.M.

PREAENT The
The
The
The
The
The
The
The
The

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

J. B. Muturi, M.P. - (Chalrnaal
Henry Obwocha, M.P.
Wafula Wamunyinyi, M.P.
K. M. Sang, M.P.
Ali Bahari, M.P.
Maina Kamanda, M.P.
Gor Sungu, M.P.
Sammy Weya, M.P.
Wyclifffe A. Oparanya, M.P.

t

t

ABSENT WITH A"POLOGY

ITiI ATTENDANCE

The Hon. Otieno Kajwang, M.P.
The Hon. Mohamud Abdi Mohamed, M.P.

ITATIOIYAL AASEMBLY

Mr. M. R. Sialai
Mrs. S. Kioko
Mr. S. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamen tary Intern

CONTROLLER AISD AUDII.'OR GEI{TRAL

Mr. A. Denge
Mr. H. O. Wanyama

Director of Audit
Deputy Director of
Audit
Principal AuditorMr. J. K. Ong'wen

D TMENT OT' GOVERI{MEITT IIYI'BSTUEIYTS AI|D
PT'BLIC EI|TERPRIAES IIX}IPEI

Mr. J. Mwangi
Mr. P. Sigei
Mr. F. W. King'ori

IIYSPFCTO

Director
Senior Economist
Assistant Secretary

RATE OF STATE CORFORATIOI{S

Mr. T. Muriithi Senior Inspector of
State Corporations

l
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urrf.Ifo. 19/2q)3 E\IIDEI{CE

1. KEITYA FOST OrFICE

2. XEIYARF- IN

Mr. Ernest Saina, Managing Director, Kenya Post Oflice Savings

Bank, Accompanied by Messrs:- Titus Gatumo, Senior Manager'

Finance "td 
Adminlstration and J' M' Oyula, Financial

Secretary/Alternate Director, Treasury appeared before the

Committee, in relation to the following issues:-

(i) Auditing of the Accounts of Kenya Post Oflice Savings Bank

iiit Compliance with Govemment Financial Circulars

The Committee directed the Chief Executive to submit the following

information, through the office of the controller and Auditor General,

by July 18,2003:-

(i) The Bank's Quarterly Performance Report as per the
requirement of Treasury Circular No' .8 of 15e August 1990'

stating among other things, tJ..e position of the Company's

Pension Fund.

(ii) A detailed report on the Bank's level of indebtedness with regard

to deposits held in the collapsed Kenya Post Bank Credit' The

report should indicate how much has been recovered by the

bank, names of ttre beneficiaries and state whether the

remaining amount is recoverable. The Chief Executive should
obtaininformation-detailingnamesofthosewhobenefitedfrom
the deposits from the Liquidators Deposit Protection Fund'

(iii) An in-depth analysis on losses made by the Bank during the
period when it was exempted from being audited by the
Controller and Auditor General.

NGS

a

,

CE CORFORATION

Mr. Johnson Githuka, Managing Director,
Corporation accompanied by Mr. John
Conlroller, appeared before the Committee
following issues:-

(i) Auditing of the Kenya Re's Accounts
iilt Compliance with Government Financial Circulars

Kenya Re-lnsurance
Kinyua, Financial
in relation to the

t
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Th'e Committee directed the Chief Executive to submit the following
information, through the Controller and Auditor General, by JuIy
18, 2003: -

a

(i)

(ii)

(iii)

A Copy of the business valuation report done in 2OO2

A Copy of the valuation report by M/s Tlson Limited

Names of sellers from whom Kenya - Re bought the 10
pieces of land which the Corporation did not require, where
ihe sellers were compcrnies indicate natnes of companies and
their directors.

t

(iv) Copies of the valuation reports of the pieces of land at the
time when they were purchased by Kenya Re.

(v) The value at which the pieces of land were bought, their
actual value then and currently.

(vi) A copy of the latest valuation of the assets of Kenya-Re.

3. I(EIYYA UNI{E AGENCIEA LIMITED KWAL

Mr. Francis Oyugi, Managing Director, Kenya Wine Agencies
Limited appeared before the Committee in relation to the following
issues: -

Auditing of KWAL's Accounts
Compliance with Government Financial Circulars.

The Committee directed the Chief Executive to submit
evidence of compliance with Treasury Circular No.3 of 30e
January, 2003 in as far as submission of Quarterly
Performance Reports is concerned.

The information should be submitted by lSth July, 2003.

(i)
(ii)

I

4. NATIONAL BANK OF XIITYA

Mr. Reuben Marambii, Managing Director, National Bank of Kenya
accompanied by Mr. Francis Wanganju, Finance Director, Mr. L.
Kamweti, Company Secretary and Mr. J. M. Oyula, Alternate
Director Treasury, appeared before the Committee in relation to
the following issues:-

(i) Auditing of National Bank of Kenya's Accounts

153



(ii) Compliance with Govemment Financial Circulars

The Committee dircbted the Chief Executive to submit the following
inforzration, through ttre ollice of the Controller and Auditor
Generd:-

(i) Evidence of compliance with Treasury Circulars
No.3 of 30u January 20O3 in as far as submission of
Quarterly Performance Reports is concerned.

(ii) A report on the Bank's debt portfolio indicating
rate of recovery,

(ur| A refrort on KEMRI's Housing Project Account.

Thc Committee further directed the Financial Secretary, Treasury
to convene a meeting between Treasu4r, the Controller and Auditor
General and the management of National Bank in order to look at
the best way of auditing the NBK's accounts by the Controller and
Auditor General.

t

)

Itl. ro.20/2@0 AII'OI'RruEIIT

The Chairman adjourned the Sitting at thirty minutes past two
O'clock until Friday July 18, 2003 at 9.0O a.m.

J.B.N. Muturi, MP
SIGIfED:

(cHArRfAnl

31tt October 2OO3
DATE:

a
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MINUTES OF THE SEVEI{TH SITTING OF THE C II{VESTMEI|TE
IE HELD IN COMMITTEE MNO.7

UILDIITGS ON FRIDAY 18 2q)3 AT 9.OO

PRESIEITT:

t The
The
The
The
The
The
The

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

J.B. Muturi, MP
Wafula Wamunyinyi, MP
Ali Bahari, MP
M. Abdi Mohamed, MP
Gor Sungu; MP
Sammy Weya, MP
Wycliffe A. Oparanya, MP

Chalrman

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intem

I

ABSENT WITH APIOLOGY:

The Hon. Maina Kamanda, MP
The Hon. Otieno Kajwang', MP
The Hon. Henry Obwocha, MP
The Hon. K.M. Sang, MP

IN ATTENDAI{CE

NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mrs. Serah. Kioko
Mr. S. Kiama

COilTROLLER AND AUDITOR GET{ERAL

Mr. H.O. Wanyama
Mr. G.O. Osaho

Deputy Director of Audit
Senior Auditor

DEPARTMENT OF GOVERIMEI{T IITVESTMENTS AIIID PUBLIC

INSPECTORATE OF TATE CORFORATIONS

Mr. T. Muriithi

ENTERPRISES IDGIPEI

Mr. D. Ndewa
Mr. F.W. Kingbri

Economist I
Assistant Secretary

Principal Senior Inspector of
State Corporations.

I
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MIN. NO.2112003 COilI'IRMATION OF MII{IITES

Minutes of the Third, Fourth and Fifth sittings held on Monday, 30s
June, 2003, Thursday, July 03, 2003 and Friday, July 04, 2003
respectively were confirmed by Members present and signed by the
Chairman.

MIN. ItO. 2212o,o5 MATTERS ARISING

The following matters arose and were dealt with as here below:-

(tl MrN. No. rsl2ooS oF JULY 03, 2(rc3

The Committee resolved that a reminder be sent to the
Permanent Secretary, Ministry of Finance to submit the
report of the E.M.U. on the defunct Kenya Sugar Authority.
The Permanent Secretary should also submit a brief stating
the status of compliance with Treasury Circular No. 3 of
2003, by Chief Executive of State Corporations.

(rt) Mrx. No. t7l2oo3 oF JULY o,4, 2OO3

The Committee directed the Secretariat to send a reminder to
Chief Executives to comply with Treasury Circular No. 3 of
2003 and to submit information on time as directed by the
Committee.

uIIr. NO. 2312oo,9 EVIDEITCE

The Report and Accounte of Kenya Alrporte Authorlty for thc year
1996197 and the certiflcate thereon by the Controller and Auditor
General.

Mr. George Muhoho, Managing Director, Kenya Airports Authority
accompanied by Messrs.: - Joseph Mutua, General Manager, Finance;
John Tito, Manager, Legal Services; Edward Kavivya, Senior Manager,
Froperty Management; Eng. M. Mukhwana, General Manager,
Engineering; Leonard Moss, General Manager, Personnel and
Administration, and William Yagamba, Principal Air Transport Officer,
Ministry of Transport and Communication appeared before the
Committee and gave evidence on the accounts of the Authority for the
year 1996/97.

t

t

a
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MIN. NO.24

I[IN. No. 261 3

Mrt{. No. 261 20(}3

ADD ALI oI[:ITIOI{
PARAGRAPH 40 F THE L996197

-uI
I T FACILITY

ADDITIONAL E1TIDEITCE:

r' RARY

f
The Committee directed the Chief Executive to submit:-

(i) a report on the current status of imprest hold.er;, ild-i"i::lg
how- much is outstanding and a list of those wrth

outstanding imPrest'

(ii) a copy of the Authority's Accounting Manual'

The information should be submitted by July 2l' 2OO3'

The Committee also directed the Controller and Auditor General to

verify whether the amount of Kshs' 13, 336, 479 being the amount

oi-i-p...t issued between April 1996 and June 1998 had been

recovered.

PARAGRAPH 5 OF THE 1 AC T'N

I
NTVEATMETTTS

TheCommitteedirectedtheControllerandAuditorGeneraltoveriffthe
amount so far recovered by the Authority out of the Kshs. 90,000,o00

alp""i,"a in Prudential Bank (in Liquidation) and whether the

oulstanding balance was recoverable.

EITIDEITCE:
PARAGRAPHS I.2.3.6.7.

197 ACcouilTSAI{D aoF THE 1996

The Committee deferred taking evidence on paragraphs 1' 2' 3' 6' 7' and

8 of the 1996197 accounts to a later date'

TheCommitteeinaddition,directedtheControllerandAuditorGeneral
,".ify *h.tf,.r the 1996/9? Accounts of the Authority were audited or

not.

I
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urx. Ifo. 27l2@O Arr oTrrEn BuSrtrESS

Conolleacc rltt Tperuw Clrculer llo. O of 2OO3

The Committee directed the Chief Executive to submit a euarterly
qgrfolmance Report of the Authority in compliance with Treasury
CAcdar No. 3 of 2003. The report should be iubmitted, through the
offrce of the Controllef and Auditor General Controller, by Augu--st Ot,
2003.

[III. IIO.2El2q'3 . AD'OURITUEIVT

The Chairman adjoumed the sitting at five minutes past One Oblock
until, Monday July 21, 20O3 at 9.3O a.m.

?

J.B.N Muturi, MP
SIIIOED:

DATE:

lcHArRxrIU

31* October, 2OO3

t
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OF THE EIGTI SITTII{GOF TH
TTEE HELD II{ MMI ROOM r{O. 7 ENT BTIILDINGSCOMMI

i

oN uoNDAY JULY 2L - 2003 AT 2.30 P.u.

PRESEITT

Hon. J.B.N. Muturi, MP
Hon. Sammy Weya, MP
Hon. Gor Sungu, MP
Hon. M. Abdi Mohamed, MP
Hon. Kipkorir Sang, MP

ABSET{T WITH A"POLOGY

Chalrnan

Senior Clerk Assistant
Second Clerk Assistant
Parliamentary Intern.

I

I

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

Wafula Wamunyinyi, MP
Ali Bahari, MP
Maina Kamanda, MP
Otieno Kajwang, MP
Henry Obwocha, MP
Wicliffe A. Oparanya, MP

IN ATTENDAIICE -

ITATIONAL ASSEMBLY

Mr. M. R. Sialai
Mrs. Sarah Kioko -
Mr. S.M. Kiama

I

CONTROLLERAI{D AUDII1OR-G

A. Denge
H.O. Wanyama -

J.M. Ogutu

Director of Audit
Deputy Director of Audit
Principal Auditor

D EltT OF I EIYTS AND LIC
ENTERPRISES

J.G. Mwangi Director/DGIPE

I RATE OF STATE CORPORATIONS

Principal Inspector

a

T. Muriithi
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MrN. I'IO.2912003 EVIDENCE

Report and Accounts of National Housing Corporatlon for the year
l99Bl99 and the Certlflcate thercoa by the Controller and Audltor
General

Mr. A .J. Odera, the Mangging Director, National Housing Corporation,
accompanied by Messrs. B .J. Ogolla, Technical Manager, A. N. Nyaga,
Acting Chief Accountant, M. M. Wandabwa, Acting Finance Manager, E.
W. Mbugua, Corporation Secretary and Philip O. Sika, Chief Architect
Ministry of Roads, Public Works and Housing, appeared before the
Committee and gave evidence on the Accounts of the Authority for the
year 1998199.

MIIT. il 2il)3 N)DITIONAL INFORMATION .
PARAG I OF 1998/ 99 ACCOUNTS -
LOAN ARREARA

The Committee directed the Chief Executive to submit the following
information by 4ttt August 2OO3: -

(i) The names of the loan defaulters with regard to Rural
Housing Loan Arrears indicating the amount owed by
each defaulter and the loan guarantors.

(ii) Current list of Local Authorities that owe the Corporation
money and whose housing premises were handed over to the
Corporation for direct management.

MIN. NO. 31/2o,os DEFERRTD EVIDEI{CE. GRAPH 2
oF 1998/99 ACCOt,ilTs . IRREGULIIR
.A,WARI) OF COITTRACTS

The Committee deferred taking evidence on the paragraph and resolved
that the then Managing Director Mr. Lawi Kiplagat, should appear along
with the Management of the Corporation, at a later date to explain why
he signed the contract to make the Corporation's computer application
year 20O0 compliant without the Board's approval.

(

I

t

The Committee also directed the Chief Executive to
explaining whether the Corporation got value for
computerization project.

submit a report
money from the
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MrN. r{o. 32 /2q)3 D EVIDENCE. PARAGRAPH
3 r 199 99A
63.40()

The Committee deferred taking evidence on the paragraph and resolved

that the following people shoJld appear along with the management of

ir,e corpo.atlot,,ii " 
Lter date to iiplain why the Corporation incurred

an expenaiture totalling US$ 63,400 without the Board's approval and

for purposes not in any 
-way related to the Corporation's core business:

(i) Hon. Kipkalya Kones, the then Minister for Public Works and

Housing
(ii) The then Chief Executive Mr. Lawi Kiplagat

ilill Mr. Kiguru, Ministry of Roads Public and Housing

The Committee also directed the Chief Executive to submit the following

information by August 04, 2003:

(i) Copies of the advertisement for which the Corporation paid

us$ 63,400

Invoices for the US$ 63,400 being payment for the adverts
and indicating the manner in which the money was paid'

ruIN. NO. 3312o,o.9 ADDITIONAL INFORMATION.
PARAGRAPH 4 OF 199a199 ACCO
TERMS AND CONDIT IOITS OF cE.

The committee direcred the chief Executive to submit the foliowing
information by August 04,2OO3: -

Details of other parties to whom payments totalling Ksh'440,775 were

made for undisclosed purPoses.

The committee 'also directed the chief Executive together with the

Inspectorate of State Corporations and the Parent Ministry to pursue the

invistigations of Mr. Lawi Kiplagat, by the Anti-Corruption Police Unit as

per the Committee recommendation in the Eleventh Report'

UNTS. ENT OF UPAYM

I
)

I

,

(ii)

MIN. NO.34 2o,o3I AlrY OTHER BUSINESs

The committee directed the chief Executive to submit a Quarterly
performance Report on the corporation's financial positlon in compliance
with Treasury Circular No. 3 of 2003.

a
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ulr. ro. a6/200at AD'OURilETT

The Chairman adjourned the meeting at.fifteen minutes past live O'clock
until Friday 25th July 20O3, at 9.30 a.m.

J.B.N. Muturi, MP
SIGI{ED: ..................;iiliiil;;.

3ld October, 2003
DATE:

+
I

1
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MIIIUTES OF THE SITTING O[' PI'BLIC
co IN R o.7
BT'ILDI [GA. Oil FRIDAY BER 3RD AT 9.OO a.f.

PRESENT

a
The Hon. Justin B. Muturi, M.P. (Chatrnanl
The Hon. Maina Kamanda, M.P
The Hon. Wafula WamunyinYi, M'P
The Hon. Ali Bahari, M.P
The Hon. Henry Obwocha, M.P
The Hon. Kipkorir Sang, M.P
The Hon. Wycliffe A. OparanYa, M.P

AAEIfT APOLOGY

The Hon. Gor Sungu, M.P
The Hon. M. Abdi Mohamed, MP
The H6n. Otieno Kajwang', MP

IN ATTAI{DANCE

NATIONAL ASSEilBLY

, Mr. Michael R. Sialai
Mr. S. Kiama

Senior Clerk Assistant
Parliamentary Intern

urr{. No. s6l2urs co olt oF M

The Committee was informed that the Minutes of the previous meetings
were not ready. The Secretariat was howev6r instructed to prepare them
for confirmation during the next sitting.

uIN. NO.3712003 COIYSID ERATION OF SITTII{G
PROG

The Committee noted that the programme of the Committee was on
several occasions disrupted. The Committee resolved that additional
information and responses from the Corporations should be availed.
Further, the Secretariat was instructed to prepare a programme for
consideration and subsequent adoption by the Committee'

j
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urr. rfo.38/2003 AT.rOIHER EUAIES8

After consideration of the workload that lay ahead of the Committee, the
Members unanimously agreed to schedule their Sittings on Monday
afternoon and Friday morning every week.

ulr. rfo.39/2qr3 AI).,OURI{UEI|T

The Chairman adjoumed the Sitting at thirty minutes past ten O'clock,
until Friday 10u: October 2003.

J.B.N. Muturi, MP
SII|GID:

lcHArRuNl

l0u November 2003
DATE:

O

(

I

I

i

I

ta

a



MIITUTES OF THE SITTIITG OF THE PUBLIC
COUTIITTDE HELD IIf COUUITTEE R(X)U Ifo.7.
BT'ILDI . OIf TI'EADAY BER, 14. AT 9.30 A.U.

)

PRESEI{T:

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi, MP - (Chrlnauf
Gor Sungu, MP
Sammy Weya, MP
Wycliffe A. Oparanya, MP
M. Abdi Mohamed, MP

ABAEITT If,ITH A,BOLOGY

IN ATTENDANCE

Henry Obwocha, MP
Wafula Wamunyinyi, MP
K.M. Sang, MP
Ali Bahari, MP
Maina Kamanda, MP
Otieno Kajwang', MP

I|ATIOTTL ASSEDIBLY

Mr. M. R. Sialai
Mr. S.M. Kiama

H. Gikonyo
O. Wanyama
Osaho

The
The
The
The
The
The

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

a

Senior Clerk Assistant
Parliamentary Inten

COIfTROLLER & AI'DITOR GEIYERAI,

r. E.
r. H.
r. G.

M
M
M

Director of Audit
Deputy Director of Audit
Senior Auditor

DEPA,RIUEIIT Otr (X'VERI|UEIfT IIIVES'TUEI|TS AI|D PT'BLIC
EI|TERPRISE IDCIPEI

Mr. Protus C. Sigei - Senior Economist

IIfSPECIORATE OF ATATE CORPORATIOITS

Mr. R. E. Ndub4i - Senior Principal Inspector
\

a
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MIIUSTRY OF TRANSPORT & COMMUNICATIO!rs

Mr. Charles Kimemia
Mr. G.G. Irungu

Ag. Deputy Secretary
Ag. Chief Finance Officer

UIn. !ro. fil2u)3 EVIDENCE

Thc Rcport end Accounte of Kcnye Airportr Authority for thc ycer
I-996 t 97 end the Certiflcate thcrcon by the Controllcr end Audltor
Gcncrd

Mr. George Muhoho, Managing Director Kenya Airports Authority
accompanied by Messrs.: B. Kavivya, Manager Property; Mr. P. Chonde,
Corporate Financral Accountant; Eng. M. Mukhwana, General Manager
(Engineering Services); L.N.K. Moss, General Manager (Personnel &
Administration); J. Tito, Manager, lrgal Servrces, appeared before the
Committee and gave evrdence on the accounts of the Authorrty for the
year 1996197.

uIIf. NO. 41l2q)3 AI'DITIO ITAL INFOR.DIATION: PARAGRAPH
4 OF THE 1996197 ACCOT NTS - UISUSE OF
TEMPORARY IM T FACILITY

The Committee directed the Chief Executtve to hase with the office of the
Controller and Auditor General wrth a view to verifying imprests
recovered and those outstandtng and report back to the Committee by
28ft October, 2003.

uIIf. NO. 42120()3 PARAGRAPTI 7 0r'THE 1996197
ACCOT NTA - ACCT'RACY OI'THE ACCOUITTS

Evidence on the paragraph was taken and concluded.

UII{. IfO.43/2(xr3 PARAGRAPH 2 OF THr 1996197
ACCOT'NTS. AI'RVEY OF

a

RTA

The Committee asked the Controller and Auditor General to verify
the breakdown of furniture and office equipment valued by Gimco
Valuers Ltd at Moi International Airport, Malindi and Kisumu
Airports, and the discrepancies in hectares allocated to the
Authority and those illegally allocated to private developers.

The Committee directed: -

the Chief Executive and the parent Ministry to report the
progress on efforts berng made to recover land illegally

a

(i)
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(ii)

MIN. IIO.44 2003

alienated from the Authority and allocated to private
developers and implementation of previous
recommendations made by the Committee on surcharges.

the Chief Executive should follow up the recovery of excess
fees paid to Gimco Valuers Ltd amounting to Ksh'1,428,358
and report progress to the committee by 31st october.

DEFERRED EVIDENCE:
3 OF THE 1996197

a

(i)
(ii)
(iii)

PARAG
ACCOUNTS. CONTRACTS

The Committee deferred taking evidence on the paragraph and resolved
that the following persons should appear along with the management of
the Authority at a later date,

Mr. Peter Lagat - former Chief Executive,
Mr. H.M. Nyagoe - Quantity Surveyor
Mr. Z. J. Chireah
Mr. Francis Mbugua

They will be required to explain their roles in the aw'ard of six contracts
to contractors other than the lou'est bidders.

t MrN. No. 4st2oog EVIDENCE ON 1996197
ACCOUNTS

The Committee took evidence and concluded on the following
paragraphs: -

1

)
J,
4.

Stocks
Work in Progress
Cash and Bank Balances-

Paragraph 6
Paragraph 7
Paragraph 8

Mrn. No. 46120,03 ADJOURNMENT

The Chairman adjourned the Sitting at 12.55 P.M. until Friday 27e
October, 2003.

Hon. J.B.N. Muturi, MP
SIGITED

CHAJRMAN

10d November 2003

a

DATE

t67



MItrTUTES OF THE ELEVEI{TH SITTIITG OF THE PUBLIC IITVESTMEITTS
coMMITTEE HELD IN COUMITTEE ROOM NO.7. PARLIAUENT
BTIILDIilGA. ON FRI ocToBER 17.2oo,3 AT 9.3() A.M.

PRESENT:

The
The
The
The
The
The
The
The

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

J.B.N. Muturi, MP lChrtrmenf
Henry Obwocha, MP
Wafula Wamunyinyi, MP
Gor Sungu, MP
Sammy Weya, MP
Ali Bahari, MP
Maina Kamanda, MP
Muhamud Abdi Mohamed, MP

a

a

ABSEIYT WITH AFOII)GY

The Hon. K. M. Sang, MP

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M. R. Sialai
Mrs. Serah Kioko -
Mr.S.M. Kiama

Senior Clerk Assistant
Second Clerk Assistant
Parliamentary Intern

COITTROLLER & AI'I'ITOR GEI{ERAL

Mr. Edward H. Gikonyo
Mr. Boniface K. Mulli

TREAAURY IDGIPE

Mr. Lawrence B. Amoko

OF STATE CORPORATI I{

Ntonjira Mwingirwa D.C.E

Director of Audit
Senior Auditor

Senior Principal Personnel
Officer
Senior Economist

Mr. Fredrick E.K. Kihara
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MIITISTRY OF HEALTH

Anne G. W. Njiru Chief Finance Officer/Ministry of
Health (Moved to Ministry of Finance from
l6t,r October 2OO3)

MII|. NO.4712oo,3. Evideace

The Report ard Accounta of Kenyatta National Hospital for the year
l99Bl99 and the Certllicate thereon by the Controller and Auditor
Gcneral

pfIN. NO.48/2q)3 AI'DITIONAL INFORJUATIOIY -
PARAGRAPH 1 oF THE t99Bl99
ACCOT'NTS SHORT TERM
IITVESTMENTS

The Committee directed the Chief Executive to
information by November 03, 2O03: -

submit the following

(i)

Dr. Florence M. Musau, Director of Kenyatta National Hospital
accompanied by Messrs.: Nzuki Mwinzi, Advocate; Alice N. Kindiga,
Finance; Maimuna M. Itambo, Ag. Deputy Director (Administration); F.n.
Oyombe, Personnel & Training; John O. Auma, Supplies; Samson
Nyakundi, Audit; C.K. Mutua, Maintenance & Transporf; James M.
Munoithania, Planning and Peter M. Akuno, Finance, appeared before
the Committee and gave evidence on the accounts of the Aospital for the
year 1998/99.

I

An update on the expected ruling on a Constitutional
Reference made to the Chief Justice, whose ruling will be
made on 31"t October 2003.

(ii) Provide a schedule of movable assets attached by
Auctioneers at Euro Bank (in Liquidation).

(iii) Provide a cost benefit analysis of depositing money in the
HFCK on call to cater for the staff mortgage scheme and
compliance with Treasury,s Circulars.

The Committee further directed the Chief Executive to withdraw money
held in HFCK and find the best and convenient way of running the House
Mortgage Scheme without disadvantaging the loanees.

a

169



MrN. NO. 4912o,o3 ADDITIONAL INFORMATION:
PARAGRAPH 2 OF THE L99AI99 ACCOUNTS.
WORK IN PROGRESS

The Committee directed the Chief Executive: -

tl, to report Geomax Consultants to . Engineers Registration
Board lodging a complaint for professional negligence and
take measures to seek recoveries.

(ii) to provide the names of Directors of Geomax Consultants
and category of their registration, the suppliers and the key
officers from the Ministry of Public Works & Housing who
were involved in the project and certification.

The Chief Executive should report on action taken by 16n of
November 20O3.

MrN. NO. 50/2003 ADDITIONAL INFORMATION: PARAGRAPH
3. DEBTORS

The Committee directed the Chief Executive to establish the
circumstances under which a cheque that was purportedly being taken
to Central Bank by a Mr. Kubebea for buying Treasury Bills and bonds
disappeared, and to report the matter to the Police for immediate
investigation and prosecution. The Chief Executive should report
progress to the Committee by 2nd of November, 2003.

Mril. NO. 5r/2003 N)DITIONAL EVIDENCE PARAGRAPH 4
OF THE 1994 99 ACCOUNTS FIXED

ASSETS

The Committee directed the parent Ministry to confirm whether or not, it
has taken over the assets of Mbagathi District Hospital.

MrN. NO. 5212o,o3 DEFERRED EVIDEI{CE: PARAGRAPH 5
OF THE 1998 99 ACCOUNTS -
IRRBGULAR AWARD OF CONTRACT
KSH.383 80() ooo

The Committee deferred taking evidence on the paragraph and directed
the Chief Executive to give the names of the Directors of the following
firms and the Hospital's Board as constituted in 1998/99:

a

a
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a

(i) M/s. Tectura International Co.
(ir) M/s. Nelliu'a Builders & Crvrl Engineers

The Committee further drrected the Chief Executive to explain how the
contractors were sourced and the contract awarded, and who the Chief
Executive was during the period.

The Directors of the said firms, the then Chief Executive of the Hospital,
the then Chief Architect rn the Ministry of Public Works and
management of the Hospital would be requrred to appear before the
Committee at a latel date.

MIN. NO. 3 2()()3 PAPER LAID

The following paper was laid in relatron to paragraph 1:

Copy of Ruling of the Hrgh Court HCCC. No. 1675 of 2OO2.

MIIT. NO. 54 12o,o,3 ADJOURNMET{T

And there being no Other Business, the Chairman adjourned the Meeting
at 1.45 P.M. until 24s October 20O3.

Hon. J.B.N. Muturi, MP
SIGNED.......

CHAIRMAN

10m November, 2003
DATE...........

a
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OF TH TWELFTH SITTIITG OF THE c NN'ESTUEITTScouflTTEE HELD Iil cou EE R(X)U I{O.7.
GS. Of, ocI1OBER 24.2qr3 AT 9. A.U.

PRESEI|T:

ABSEITT:

The Hon. J.B.N. Muturi, MP
The Hon. Gor Sungu, MP
The Hon. Sammy Weya, MP
The Hon. K.M. Sang, MP
The Hon. Wycliffe Oparanya, MP
The Hon. Ali Bahari, MP
The Hon. Otieno Kajwang, MP

lChelrmtaf

Senior Clerk Assistant
Second Clerk Assistant
Parliamentary Intern

tU

a

The Hon. Henry Obwocha, Mp
The Hon. Wafula Wamunyinyi, Mp
The Hon. Maina Kamanda, Mp
The Hon. M. Abdi Mohamed, Mp

IIf ATTENI'ANCE

I|ATIONAL ASSETBLY

Mr. M. R. Sialai
Mrs. Serah Kioko -
Mr. S.M. Kiama

CONTROLLER TAI'DITOR OENERAL

Mr. A. Denge
Mr. J.K. Mukhooli-
Mr. M. S. Madhedi

Director of Audit
Deputy Director of Audit
Senior Auditor

Chief Accountant

TREASI'RY/TX}IPE

S.M. Karehu

TE OF ATE CO RATIOTA

Ntonjira Mwingirwa D.C.E
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uIr. IIo.55/ EVIDEI|CE

MIN. rro. s6/2003 ADI'ITIONAL INFORIATIOIf:
PARAG I OF THE 99'Bt99
ACCOI'I|T€ - FIIYAI|CIAL POAITION.

The Committee directed the Managing Director to submit the following
information by November 24th 2OO3.

(i) The names of the contracted agents.

(ii) Figures realized from the sale of properties stating whether value
for money was obtained.

(iii) Buyers of the properties and where they are companies, provide
narnes of directors.

(iv) Reason for selling tJle land below the valuation price in cases
where land was sold below valuation price.

(v) The criteria and process of valuation

(vi) Names of firms of valuer(s) and their directors.

(vii) Names of Chief Executives of the Corporation during the period of
sale of properties.

(viii) Reasons for the exaggerated variations in the property sale as per
Appendix I . 1 of the response, (between the Valuation Price,
Purchase Price, and the amount received).

(ix) The allotees for the unsurveyed Nyalenda plot in Kisumu.

Thc Rcport rnd Accountl of Koaye R.tlTrF Corporrtloa f9r th9
ycer fieaT9g ead thc cottlicrtc thcroon by thc Controllcr t
Audltor Gcnord.

Mr. Andrew A. Wanyandeh, Managing Director of Kenya Railways
Corporation, accompanied by Messrs: Richard Otieno, General Manager
Finance; Edith Jenkim, Estates Manager; Robert Mokua Nyabocha, Chief
Accountant; Rodgers Washika, Financial Accountant; David Bosire,
Management Accountant; Peter Kamwere, Alternate Director, Ministry of
Transport and Communication and Mr. G.G. Irungu Ag' Chief Finance
OIIicei Ministry of Transport & Communications appeared before the
Committee and gave evidence on the accounts of the Kenya Railways
Corporation for the year 1998199.

a
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(x)

(xi) Clarificatron on an unspecrfied
amount of Ksh.120, 000,000.

property in Kisumu sold at an

(xii)

MIN. ItO. 57l2003 EVIDENCE: PARAGRAPH 2 OF THE
1998 99 ACCOUNTS - FTXED ASSETS VAI,UE

The Committee took and concluded evidence on the paragraph.

MIN. NO. 58/2003 ADDITIONAL EVIDEIT CE: PARAGRAPH
3 ()F THE t99a/ 99 ACCOUNTS - DEBTORS

The Committee directed the Chief Executive to submit the
information to the Controller and Auditor General for verification

following

(r) Explanatron on the payment of Ksh.64,l 52,546 to
General Electrrc Company.

(ii) Ksh.14,13O,3O2 owed to KECOSO Games.

The information should be submitted by November 24th 2OO3.

MIN. NO. 59 2 DEFERRED EVIDENCE -PARAGRAPH 5
OF THE l99At99 ACCOUNTS .IRREGULAR
AII,OCATIOIT OF LAND

MIN. ITO. 2o,o,3 DEFERRED EVIDEIT CE: PARAGRAPHS
6 .1O OF THE 1998199 ACCOUNTS

Explanation on what became of property whose buyers are either
deceased or withdrew before completion of transaction.

Evidence that Numerical Machining Complex bought the piece of
land 209/9534 (part) measuring 5.0 acres.

The committee deferred taking evidence on the paragraph and resolvedthat the Commissioner of Lands should appeai along with the
management of the Corporation at a later date to explain why she has
n_ot- .revoked the illegal allocation of Kenya Railways iand plot
No.Kisumu/MUN/BLOCK T l365 (formerly LR/ I l8/ li84) to Mr.
Solomon Ndalo Obede and why Land LR f'to. 2O9 /6620 and LR No.
2o9 /6337 which were surrendered for use by pangani Girls High schoor
were allocated to other people.

.l,

.

The Committee deferred takrng evidence on paragraphs 6 _ 10 of the
l99a/99 Accounts to a later date and resolved thai the management of
Numerical Machining complex Ltd shourd appear along with ii-re Kenya

t74
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Railways Management in connection with paragraph 1O of the 1998/99
Accounts

MI il. NO. 61/2q)3 AIT'OURNMEr{T

Hon. J.B.N. Muturi, MP
SIGNED........

CHAIRIUAN

10s November, 2003
DATE...........

There being no other business the Chairman adjourned the S-itting a^t

thirty minutes past one O'clock until Monday,27th October, 2003 at 2'30
p.m.a

I
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OF THE AITTIIf OF IELD III MN .7 P
BTIILDINGS. ON MOIYDAY OCI1OBER 27-2N3 AT 2.30 P.M.

PRTEENT:

AASEI|T

The Hon. J.B.N. Muturi, Mp
The Hon. Sammy Weya, Mp
The Hon. Wycliffe A. Oparanya, Mp
The Hon. Ali Bahari, Mp
The Hon. Otieno Kajwang, Mp
The Hon. M. Abdi Mohamed, Mp

(Chelrmenf

The Hon. Henry Obwocha, Mp
The Hon. Wafula Wamunyinyi, Mp
The Hon. Gor Sungu, Mp
The Hon. K. M. Sang, Mp
The Hon. Maina Kamanda, Mp

If, TTE CE

ITATIO NAL ASSEUBLY

Mr. M. R. Sialai
Mr. S.M. Kiama

Senior Clerk Assistant
Parliamentary Intern

a

.

CONTROLLER AITD AUDITORG

Mr. A. Denge
Mr. C.O. Kiange

IITSPEC11O

Director of Audit
Principal Auditor

RATE OF STATE CORFORATIOIfS

Ms. T.K. Gichana - Inspector I

TREASIURY TUEIYT OF (X)VE
A.ITD PI'BLIC

IIX}IPEI

Mrs. T. N. Gathaara - Under Secretar5r

MINISTRY oF AGRICULTURE

Emily M. catuguta
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Mrrr. No.6212003 TVIDENCE

MIN.
acH AND ALI.OWANCES

The Committee observed that there has not been adherence of the ['aw,
as far as section 27 of State Corporation Act that requires State
Corporations to get approval from the State Corporation Advisory
Committee on revised terms and conditions of service.

The Committee resolved to summon the Head of Public Service and
Secretary to the Cabinet at a later date to explain why the office of the
President continues to flout the said Act.

MII[. rO. 6412lxr3 EVIDENGE: PARAG 2-
REGISTRATI OIT OF ICLE

NO. I(A^' 79lS

Evidence was taken and concluded.

The Committee however directed the Chief Executive Officer to submit
the following information to the office of the Controller and Auditor
General and a copy to the Committee in two weeks time:

Copies of the work tickets that were kept during the time when the
vehicle had civilian registration number.

Mr. Andrew Otieno, the Chief Executive Officer of the Kenya Sugar

Board, accompanied by Messrs: Rosemary Mkok, Company Secretary;
Vincent Mutilangi, Heid of Internal Audit and Peter G. Karogi, Acting
Head, Finance, appeared before the Committee and gave evidence on t{te
accounts of the kenya Sugar Board/Sugar Development Fund for the
year 1999/2OOO.

NO.63/2003 - EVIDENCE:PARAGRAPHI-MEDICAL

a

UIr|. IiIo. 6s12o'o,3 E1IIDET{CE:
DE1IELO I'I'ITD TISSUE CI'LTT'RE
PROGRA}IE

The Committee deferred taking evidence on the paragraph until a later
date. The Committee however directed the Chief Executive Officer to
provide the following information by the end of December, 2003: -

(i) A brief on the decision to be made by the Board on the Tissue
Culture Project.

RAPH 1

+
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(ii) Proprietors and/or directors of M/S. Genetic Technologies Ltd

MIIT. II .66 2(x)3 DEFERRED EVIDEITCE

MIN. !tO.67l 2003 AIL'O EITT

Hon. J.B.N. Mururi, Mp
SIGNED

(cHATRMAN)

l0s November, 2OO3
D4TE...........

The Committee deferred taking evidence on paragraphs 2, 3, 4 & 5 until
a later date.

tb

t

There being no Other Busrness, the Chairman adjourned the meeting at
5.30 p.m., until Friday 3lst October 2003 at 9.00 a.m.
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MIT{UTES F THE FOURTEENTH SITTIIG OF THE PUBLIC ITVESTMENTS
EE ROOM NO.7 ENTCO}IMITTEE HELD IN COMMITT

BTIILDINGS. ON FRIDAY OCTOBER 31.2OO3 AT 11.OO A.M.

PRESEIIIT:

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi, MP
Wafula WamunYinYr, MP
M. Abdi Mohamed, MP
Wyciliffe A. OparanYa, MP
Otieno Kajwang', MP

(Cheirmrnfa

ABSENT

IN ATTENDANCE

Ah Bahari, MP
Gor Sungu, MP
Sammy Weya, MP
Henry Obu'ocha, MP
Maina Kamanda, MP
K.M. Sang, MP

ONAL ASSEMBLY

The
The
The
The
The
The

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

NATIt
Mr. M.R. Sralai
Mrs. Serah Kioko -

Senior Clerk Assistant
Clerk Assistant

OF GOVERNMENT TMEBTS AI{D PUBLICIITVESDEPARTMENT
ENTERPRISES DGIPEI{

Mr. D. Ndegwa

Mr!r. No. 6A12003

Economist I

CONFIRMATI ON OF

Minutes of the Sixth, Seventh, Eighth and Ninth sittings were confirmed
by Members present and signed by the Chairman as follows:

(r) The Sixth Sitting held on Friday July llh 2003 were

proposed by the Hon. Wafula Wamunyinyi, MP and seconded

by the Hon. Wycliffe A. Oparanya, MP'

(ii) The Seventh Sitting held on Fnday July 18, 20O-3 were

proposed by the Hon. Wycliffe A' Oparanya, MP and
seconded by the Hon. Wafula Wamunyrnyi, MP'

I
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(iii) The Eighth Sitting held on Monday July 21, 2003 were
proposed by the Hon. Mohamed A. Mohamed and seconded
by Hon. the J.B. Muturi, MP.

(iv) The Ninth Sitting held on Friday October 03, 20O3 were
proposed by the Hon. Wycliffe A. Operanya, MP and
seconded by tJle Hon. Wafula Wamunyinfi, MP.

MrN. NO. 69l2ffr3 MA,T'fERS ARISING

The following matters arore and the Committee resolved on them as
follows: 

i

. No. 19 2()()3 f 11 2()()3

(a) That, the Controller and Auditor General, should examine
submissions by the yarious State Corporations and advise the
Committee accordingly.

(b) That, the management of Kenya Wine Agencies Limited should
appear again at a later date in relation to the issue of privatization
of the Corporation. During the appearance, the Corporation
should be accompanied by their parent Ministry, ICDC, a
representative from Treasury and the Investments Secretary. The
Management will also be required to submit the Corporation's
current trading position.

That, the management of the National Bank of Kenya together with
the parent Ministry and Treasury should appear at a later date in
relation to KEMRI's Housing Project Account.

2. Mla. No. 22l2OOS of Julv 18.2003

That, the Controller and Auditor General should examine the Report
of the E.M.U on the defunct Kenya Sugar Authority and advise the
Committee accordingly.

The Committee should follow-up the matter with the Kenya Sugar
Board during their next appearance.

3. tln. IIo.2412(Jf),3 of Julw 18.2003

That, the Controller and Auditor General should examine the
submissions by Kenya Airports Authority and advise the
Committee accordingly.

1

a

t
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4. Mln. No. 27 t2o,o,9 ofJulv 18.2OO3

5. Mln. No. 32 ofJulv 21.2@3

MIN NO.71

That, a follow-up should be made on the status of compliance with
Treasury Circuiar No. 3 of 2003 by Chief Executives of State

Corporations.

a

MrN. NO. 7012oo,3 REVIEUI OF SITTING PROGRAMME

The committee considered and approved the Draft sitting Programme for
November/ December 2003, with amendments.

OTHER BUSINESS

That, only Mr. Lawi Kiplagat along with the Management of
National Aousing Corporation should appear before the Committee
in relation to paragraph 3 of the 1998199 Accounts of the
Corporation.

ANY2

1. Overse Vlslte

The Committee resolved to visit the Parliaments of South Africa,
New Zealand and Australia between the months of April and May
2004.

2. Extensioa of tlme for Submlseion of Accounts of KeD.YE

The purpose of the visit will be to find out the operations of
Committles with functions similar to those of the Public
Investments Committee with a view to adopting what would
enhance the efficiency and effectiveness of the Committee.

Railwa Corooration for the Year 2OO2 t2o,o3

The Committee acceded to a request by Kenya
Corporation for extension of time for submission
Corporation's Accounts for audit for the year 2OO2l2OO3.

Railways
of the

a
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I
t{I,.rc.7,!il,n,a' AD'OUilITI3T

Hon. J.B.N. Muturi, MP
8lomD.

CIIAIilAT

lotb November, 2OO3

Ttrc Chairman adjourncd thc Sitting at Forty MQutea Paat Trvrchrc
O'clock until Monday Novembcr 03, 2OO3 at 2.30 p.m.

,
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OF THE FIFTEEIfTII AITTITG OF TIIT
COUUITTEE HELD IIf COUUITTEE R(X)U TO.7. PARLIATEIIT

OIf UOITDAY TO\IEIBER 3 AT 2.3O P

PRESEI|T:

a The
The
The
The
The
The
The

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

J.B.N. Muturi, MP - {Chefruerrl
Sammy Weya, MP
Henry Obwocha, MP
Otieno Kajwang', MP
K.M. Sang, MP
M. Abdi Mohamed, MP
Gor Sungu, MP

i

ABSEI|T WITH APIOIOGY

The Hon. Wafula Wamunyinyi, MP
The Hon. Wycliffe A. Oparanya, MP
The Hon. Ali Bahari, MP
The Hon. Maina Kamanda, MP

IIf ATTATDAITCE

IIATIOIfAL TSSEUBLY

Mr. M.R. Sialai
Mr. S.M. Kiama

Senior Clerk Assistant
Parliamentary Intern

COIYTROLLER 8 AI'I'ITOR CEITERAL

Mr. Edward H. Gikonyo
Mr. H.O. Wanyama
Mr. B. Okondo

TREASURY IIX}IPEI

Mr. F.W. King'ori
Mr. Elijah T. Nduati

Director of Audit
Deputy Director of Audit
Senior Auditor

Assistant Secretary I
Alternate Director for
Permanent Secretary

IilSPECTORATE OF STATE CORFORATIOI|A

Mr. R.E. Ndubai Senior Principal Inspector of
State Corporations

i
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Mrr{. t{o. 73 t2()o'3 EVIDEI{CE

Report and Accounts of the Natlonal Soclal Security Fund for the
yeir 1998/99 and the Certillcate thereon by the Controller and
Audltor General.

Mr. Naftali O. Mogere, Managing Trustee of the National Social Security
Fund (N.S.S.F) accompanied by Messrs:- Rachel Lumbasyo, Deputy
Managing Trustee (Finance and Investments), Albert Odero,Depury
Managing Trustee (Personnel and Administration); Wycliffee W. Mutonf i,
Information Technolory Manager; Anderson Ndwiga, (Administration
Manager); James Akoya, (Finance Manager); Grace Kasungu,
(Compliance Manager); F.Z. Moturi, (lnvestments Manager); Said
Chitembwe, (Corporation's Secretary); P.M. Weru, (Chief Accountant);
P.K. Keitany, (Senior Accountant) and Mrs Debora A. Ongewe, Permanent
Secretary, Ministry of Labour and Manpower Development appeared
before the Committee and gave evidence on the accounts of the Fund, for
the year 1998/99.

MrN. NO. 7412003 ADDITIONAL I ORIIIATION:
PARAGRA,PH 1OF 1998 199 ACCOUNTS.
FINANCIAL POSITION

The Committee directed the Managing Trustee to submit copies of the
following information to the Controller and Auditor General and the Clerk
of the National Assembly by November 10, 2003:-

a

a

(iii)
(iv)

(i)
(i0

(v)
(vi)

Advertisement inviting tenders for the insurance cover
A register showing persons who bought the tender
documents
Evaluation Report on the submitted bids
Minutes of the Tender Committee, which sat to award the
tender pursuant to the procurement procedures.
The name of the company which won the tender
The final ruling of the Appeals Board on this matter.

MII{.NO. 7512o,o3 ADDITIOT{AL INFORMATION:
PARAGRAPH 2 oF' 1998/99 ACCOUITTS

OT'LAITD - ATHI RffER

The Committee directed the Managing Trustee to submit copies of the
following information to the Controller and Auditor General and the Clerk
of the National Assembly by November l0s 2003: -

(i) Names of directors of the following companies that sold non-
existent pieces of land to the Fund:

184
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o Kagika Ltd
o James Tildi Ltd
o Pandrad Hotels & Lodges Ltd

(ii) Copies of sale agreements signed on 27u June, 1994, indicating
the persons $'ho executed them.

(iii) Progress made to'*'ards reporting the matter on irregular buying of
Iand to the Kenva Anti-Corruption Commission.

N.N .76 2()03 DEFERRED EVIDEITCE: PARAGRAPHS 3
13 0F 1999\8/ 99 ACCOUNTS

The Committee deferred taking evidence on paragraphs 3 - 13 of the
1998 199 Accounts to a later date.

MIN. NO.77 12003 PAPERS LIUD

The follorving papers were laid by the Managing Trustee in relation to
paragraph 2 of the 1998199 Accounts:

(i) A copy of the letter to the Permanent Secretary, Ministry of
Labour and Manpower Development, dated 27h May, 1994
requesting for investment approval to N.S.S.F.

(ii) A copy of the letter from Treasury dated 16u June, 1994,
granting approval of investment to N.S.S.F.

(iii) Report and Valuation of the following:

. Plot No. L.R. 19190, Athi River

. Plot No. L.R. 20589, Machakos Road,
Machakos Municipality.

o Plot No, L.R. 9042 I 179, Embakasi Village, Nairobi
o Plot No. L.R. 19189, Athi River
o Plot No. L.R. 19187 Athi River
. Plot No. L R. f9186, Athi River

i
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III. TO.,tl2G . AD'OURlfIEf,T

Ttrc Chairmen adjourned thc Sitting at fiftccn minutcs priet Five O'clock
until Friday 76 November, at 9.OO a.m.

Hon. J.B.N. Muturi, MP
AIOI|ED.

lcrr rRrarl

,
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f,IITUTES OP THE SIXTEEIfTH AITTII{C OT THE PI'BLIC Ifl1TE TXEIIT8
COIUITTEE HELD IN COUUITTEE ROOU IfO.7. PANLIAUEI|T
BIIIU)IIfGA. ON TRII'AY rfovEuBER 07.2urg AT 9.3(}4.U.

+

PRESEIfT:

The
The
The
The
The
The
The
The
The
The

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

J.B.N. Muturi, MP (Chalrnanl
Sammy Weya, MP
Gor Sungu, MP
M. Abdi Mohamed, MP
Kipkorir Sang, MP
Ali Bahari, MP
Maina Kamanda, MP
Otieno Kajwang', MP
Henry Obwocha, MP
Wicliffe A. Oparanya, MP

)

ABBEXT WTTH AFOL(X}Y

The Hon. Wafula Wamunyinyi, MP

II{ ATTETDAITCE

IIATIOI|AL ASAEUBLY

Mr. M.R. Sialai
Mrs. Serah Kioko
Mr. S.M. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamen tary Intern

Director of Audit
Deputy Director of Audit
Auditor I

COTTROLLER AND AI'DITOR GEITERTL

Mr. A. Denge
Mr. J.K. Mukhooli
Mr. M.O.Gichana

I

DEPARTEI|T OT GOVERI|UEIfT IIYVEATUEI|TS AI|D PI'BLIC
EIfTEPnIEEA IX}IPEI

Mr. D. Ndewa - Economist

IIfEPESIIOR OT STATE CORFORATIOI|S

Mr. R. E. Ndubai Senior Principal Inspector of
State Corporations
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MIIT. NO.79 2003 EVIDEN E

The Report and Accounts of Kenya Ports Authority for the years
L99Al99 arrd l999l2OOO and the Certilicates thereon by the
Controller and Auditor General.

Mr. Brown Ondego, Managing Director, Kenya Ports Authority
accompanied by Messrs: J.O. Atonga, Technical Services Manager;
James Lukiri, Financial Accountant; Georgina Afire, Ag. Chief Internal
Auditor; Patrick Njari, Financial Controller; Abdullahi Samarta, Chief
Civil Enginer; Flora Mutiso, Support Programme Administrator; G.G.
Irungu, Chief Finance Officer Ministry of Transport & Communications
and S.N. Nzavu, Shipping Officer, Ministry of Transport &
Communications, appeared before the Committee and gave evidence on
the Accounts ofthe Authority for the years 1998/99 and 1999/2O0O.

MII|. NO. 80/2fi)3 DEFERRED EVIDENCE:
PARAGRAPH 1Otr' THr 1998/99
ACCOUNTS. E.KTENSIO N AND
RET'URBISHMENT OF KIPEVU
HEADOUARTERS

The Committee deferred taking evidence on the paragraph and resolved
that the following people should appear before them at a later date in
relation to the Paragraph:

(i) The then Chief Executive(s) of the Authority during the
period when the decision to extend and refurbish the Kipevu
Headquarters was made.

(i0 The Lead Consultant.

(ii| Other consultants involved in the project.

The Committee aiso directed the Chief Executive to submit the following
information by Thursday November 13, 2003:

,

{

(i)

. (ii)

(iii)

Names of directors of all the consultancy firms involved in
the project,

Board minutes when the decision to extend and refurbish
the Kipevu Headquarters was made, indicating the reaction
of the Board to the proposal for extension and refurbishment
of the Headquarters.
Evidence of approval from Treasury and the Parent Ministry
to carry out the project;

a
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(iv)

(v)

MIN. NO. 81/2003

Minutes of the subsequent Board meetings where the
decision to abandon the project was made, indicating the
reasons for change of mind;

Any other relevant correspondence or documents related to
the project.

DEFERRED EVIDET{CE: RAPH I OF
199912ooo Acco . OPERATIOT{ AND
MANAGEMEI{T CONTRACT - MOMBASA
COT{TAINER TERMINAL

The Committee deferred taking evidence on the paragraph and resolved
that a representative of the Parent Ministry (preferably the Permanent
Secretary or a competent representative) should appear before them
along with the management of the Authority in relation to the paragraph.

I

The parent Ministry will be required to explain why the Government
requi?ed KPA to sign a contract for external management and operations
of the Mombasa Container Terminal by March1996, which ended up
making the Authority incur a total expenditure of Ksh.70,829,951 for
services whose propriety cannot be confirmed.

The Committee in addition directed the Chief Executive to submit the
following information, by Thursday, November 13, 2003: -

All correspondence between KPA and the Parent Ministry related to
the contract.

MIN. ITO . a2t20og DEI'ERRED EVIDENCE:
PARAG s3&4()F1 t2otJo
ACCOUNTS

The Committee deferred taking evidence on paragraphs 3 and 4 to a
later

MrN. I{O. 8512o,o3 KPA'S TENDER FOR SUPPLY OF
CRAI{ES

The Committee sought to know from the Chief Executive the
circumstances under which dates for opening the Authority's tender for
supply ofcranes was extended thrice.
The Chief Executive informed the Committee that: -

The first extension was as a result of a clarification sought by some
bidders, which the Authority responded to through an addendum,

l

(i)
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which necessitated the first extension and which was in line with
procurement regulations. The clarification also contained a
request for extension of time.

(ii) The second extension was as a result of a verbal request by the
Ministers for Trade and Industry and planning and ttational
Development to haye Numerical Machining Complex in partnership
with another compirny participate in the tender.

(iii) The third extension was necessitated by a telephone call from tire
Minister for Transport and Communications in which the Minister
requested a further eitension of ten days which 'the Authority
granted, hence extending the opening of the tendei to 6ir
November,2003.

The Committee observed with concern that the requests by the three
Ministers interfered with the Authority,s tendering process iontrary to
Government procurement regulations. The commiitee also expressed
concern that the requesta for extension of time by the Ministers
disadvantaged the bidders who bidded on time. concern was also raised
that the Authority, and not the Ministers, bore the extra cost of the two
extensions.

The committee consequently resolved to invite the three Ministcrs to
explain why it became necessa']r for them to interfere with the
Authority's tender for supply of cranes.

uIIf. Ilo. t4lzo(,3 - ALTOURI|UEilT

The Chairman a-djouged the Sitting at One O,clock until Monday
November 10, 2003 at 2.30 p.m.

i

{

Hon. Henry Obwocha, Mp

(r3.cllAlnfAxl

2l*May 2OO4

t
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OF GO F THE c
HELD u Ifo

B II{GS. ON OIIDAY If 1(). 2m,3 AT2. P.U.

PRESEI{T:

The
The
The
The
The
The
The
The

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

J.B.N. Muturi, MP
Wyclilfe A. Oparanya, MP
Otieno Kajwang', MP
Ali Bahari, MP
Gor Sungu, MP
Sammy Weya, MP
Henry Obwocha, MP
K.M. Sang, MP

(Chelnnea

ABAEI{T

The Hon. Wafula WamunyinYi, MP
The Hon. M. Abdi Mohamed, MP
The Hon. Maina Kamanda, MP

I
If, ATTENDAITCE

XATIONAL ASAEUBLY

Mr. M.R. Sialai
Mrs. Serah Kioko
Mr. S.M. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamen tary Intern

COTTROLLER f AT'DITOR

I

Mr. E.M. Gikonyo - Director of Audit

IIfSPESNORATE O.r STATE CORFORATIOI{S

Mr. T. Muriithi - Senior Inspector
Ms. M. Ratemo - InsPector I

urn.Ifo. 85/2q)3 COI{FI TIOI{ OF UIIYUTEA

Minutes of the Tenth, Eleventh, Twetfth, Thirteenth, Fourteenth and
Fifteenth Sittings were confirmed by Members present and signed by the
Chairman as follows: -

l9l



(i) The Tenth Sitting held on T\resday, October 14, 2003 were
proposed by the Hon. Gor Sungu, MP and seconded by the
Hon. Sammy Weya, MP.

(ii) The Eleventh Sitting held on Friday, October 17, 2OO3 were
proposed by the Hon. Henry Obwocha, MP and seconded by
the Hon. Ali Bahari, MP.

(iii) The Twelfth Sitting held on Friday, October 24a, 2OO3 were
proposed by the Hon. Otieno Kajwang', MP and seconded by
the Hon. Ali Bahari, MP

(iv) The Thirteenth Sitting held on Monday, October 27t!,,2OO3,
were proposed by the Hon. Otieno Kajwang', MP and
seconded by the Hon. Ali Bahari, MP.

(u) The Fourteenth Sitting held on Friday, October 31, 2003,
were proposed by the Hon. Otieno Kajwang', MP and
seconded by the Hon. J. B. Muturi, MP

(vi) The Fifteenth Sitting held on Monday, November 3'd, 2003
were proposed by the Hon. Sammy Weya, MP and seconded
by the Hon. K.M. Sang, MP.

MrN. NO. 86/2003 MATTERS ARISING

The following matters arose and the Committee resolved on them as
follows: -

1. Mln. No.4ll200g of Octobcr 14.2()()3

That the Controller and Auditor General, should veri$ imprests
recovered and those still outstanding, with regard to paragraph I of
thre L996197 Accounts of Kenya Airports Authority on misuse of
Temporary Imprest. Upon verification, the Controller and Auditor
General should report back to the Committee in writing.

2. Min. Ifo.43/2fi)3 f October 14.2qr3

That, the Controller and Auditor General should veriff the
breakdown of furniture and equipments belonging to Kenya
Airports Authority, valued by Gimco Values Ltd and the
discrepancies in hectarage of land allocated by the Authority
including hectares of land allocated to private developers. Upon
verification the Controller and Auditor General should report back
to the Committee, in writing.

{

I
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The Committee also instructed the Secretariat to send a reminder
to the Chief Executive of Kenya Airports Authority to submit the-

information required by the Commiitee regarding paragraph 2 of
tine 1996 197 ACcounts of the Authority on Survey of Airports'

3. Min. No.48/ 3of Oc ober 17. oo3

, That, the Secretariat should write to the management of Kenyatta
National Hospital expressing the Committee's concern over non-

compliance with Committee directives by the management of the

Hospital.

In every case where a Corporation had not complied with
Commitlee directives, the Secretariat was instructed to write and

register the concern of the Committee.

That, Management of NSSF should appear before the Committee
on NovembJr 20,2OO3 in relation to paragraph 4 of 1998199
Accounts of the Fund.

*

4. Min. No. 68/2OO3 of October 31

That, the Controller and Auditor General should examine the

Report of the Efficiency Monitoring Unit on the defunct Kenya

Sugar Authority and report back to the Committee, in writing' The

Coi'rmittee wili follow-up the matter with Kenya Sugar Board

during their next aPPearance.

The Committee also resolved to hold sitting with Treasury at a later
date to review the status of compliance with Treasury Circular No'

3 of2003, by Chief Executives of Corporations.

5. Mln. No 73l2OO3 of November O3 2003

MIN. ITO. a7t2o,o4 ADJOURNMEI{T

The Committee adjourned the Sitting at Five O'clock until Thursday
November 13, 2003 at 9.30 a.m.

Hon. Henry Obwoch, MP
SIGNED.......

(A8. CHAIRMANI

2L* MaY,2OO4
DATE...........

?
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IIIIUTTA OF THE EIG AITTIf,G OF THE PUBLIC IIIVESTMEIfTAcofrrlTTEE HELD IIf ROOU Ito.7. PARLIAUENT
oIf rovEu 12.2oo,3 AT2.30 P.U.

PRESENT:

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi, MP - (Chalrrnenl
Sammy Weya, MP
Maina Kamada, MP
Wyclilfe A. Oparanya, MP
Otieno Kajwang', MP

a

ABSEIfT WITH A.FOLOOY

The Hon. Henry Obwocha, MP
The Hon. K.M: Sang, Mp
The Hon. Abdi M. Mohamed, Mp
The Hon. Gor Sungu, MP
The Hon. Wafula Wamunyinyi, Mp

IIf ATTEI|DAI|CE

ITATIOITAL

Mr. M.R. Sialai
Mrs. Serah Kioko -
Mr. S.M. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamentar5r Intern

I

If,IIT. Ito. a8/2(x)3 PORTA A ORITTS TEIIDER
TIOR CRAIIES

Dr. the Hon. Mukhisa Kituyi, Mp Minister for Trade and Industry and
Prof. the Hon. Anyang' Nyongo, Minister for planning and National
D-evelopment, 

- 
accompanied by the permanent Secretaryln the Ministry

of-Trade and Industry Mr. Eric Keter, appeared before the Committee in
relation to Kenya Ports Authority's Tendei for Cranes.

The Chairman invited the Minister to respond to issues raised by the
Committee during its Sixteenth sitting on Friday NovemUer OZ, iOOg.
During ttre Novembe r 07, 2OO3 sitting the Chief 

-Executive, 
Kenya ports

Authority had informed the committie that the Ministers made verbal
requested to him to allow Numerical Machining Complex (NMC) to
participate in the tender for cranes and extend the tender opening daies.

In resp6nse, the Minister for planning and National Developemnt lirst
sought to know whether the issue was wi:hin the jurisdicton of the
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Public Investments Committee. The Chairman clarifred that the
Committee is mandated under Standing Order No. 148 (SXc) to look into
the issue and other issues concerning public investments, to ensure
public investments are managed in accordance with sound business
principles and prudent commercial practices.

The Chairinan further clarified that the Speaker had made a ruling in the
House to the effect that the Committee had the right to question the
issue.

The TWo Ministers conceded that they had made requests to the Chief
Executive, Kenya Ports Authority to allow Numerical Machining Complex
(NMC) participate in the cranes tender. The Ministers, however, pointed
out thal theiiaction was necessisted by the desire to encourage domestic
investment as an effort towards economic recovery.

The Committee observed that even when ideas are noble, they must be

implemented within the law.

ut.Ifo. t9/2q,3 - AD.'OI'RITUDI{T

The Chairman adjourned the Sitting at twenty minutes Past Three
O'clock, until Thursday November 14, 3OO2 at 9.OO a.m.

Hon. Henry Obwocha, MP
srcrfED.......................i;:ffiiiil;ii.

2l"t May,2oo4
DATE...........

e

+
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MINUTTS oF THE NINETEENTH SITTIITG OT'THE PUBLIC NTVESTUENTS
COMMITTEE HELD IIT COMMI ROOM NO.7. PARLIA}IEIIT
BTIILDIITGS. OI{ MOI{I'AY NOVEMBER 13. 2OO3 AT 1O.q) A.M.

PRESENT:

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi, MP - lChalrmanf
Sammy Weya, MP
Gor Sungu, MP
M. Abdi Mohamed, MP
Kipkorir Sang, MP

t

ABSENT WITH APOII)GY

The
The
The
The
The
The

Wafula Wamunyinyi, MP
Ali Bahari, MP
Maina Kamanda, MP
Otieno Kajwang', MP
Henry Obwocha, MP
Wicliffe A. Oparanya, MP

NATIoItALASSEMBLY

Mr. M.R. Sialai
Mrs. Serah Kioko -
Mr. S.M. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamentar5r Intern

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

IIT ATEITDANCE

I

CONTROLLER & AUDITOR GENERAL

Mr. A. Denge
Mr. Gichana

Director of Audit
Auditor I (KPA Branch)

Economist

TREASU ITX}IPEI

Mr. Dominic Ndewa

IIYSPECIlO OF ATATE CO RATIONS

Mr. T.Muriithi
Ms. M. Ratemo

Senior Inspector
Inspector I
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MrN. NO. 9012oo3 EVIDENCE

MIN. NO. 91 2003 KPA'S TENDER FOR SUPPLY OF
CRANES

The Chief Executive briefed the Committee on the Authority's tender for
cranes and made the following clarifications:-

1. That, the tender for cranes was International.

2. That, current procurement regulations require that an international
tender be opened after 42 days of advertisement hence the opening
date should have been 26e September, 20O3'

3. That, the tender opening date was extended three times as follows:

(i) the lirst extension from 26d to 13s October, 20O3 was sought
by prospective bidders and was within the law.

(ii) The second extension was as a result of verbal requests by
Hons. Mukhisa Kituyi and Anyang Nyongo to allow M/s
Numerical Machining Complex to participate in the tender'

(iii) The third extension was necessitated by request by the Minster
for Transport and Communications, via a telephone call, in
order to allow him as the Minister for the parent Ministry to
address some of the representations he had received

Kenya Ports Authority's Tender for supply of Cranes and the Report
and Accounte of Kenya Ports Authotity for tt.e L999|2OOO and the
Certiflcate thereotr by the Controller and Auditor General.

Mr. Brown Ondego, Managing Director, Kenya Ports Authority
accompanied by Messrs. A. Samatar, Chief Civil Engineer; J' Atongl,
Technrcal Services Manager; P G. Njari, Financial Controller and J'O'
Lukiri, Financial Accounlant; S.P. Ndemo, Senior Deputy Secretary
Ministry of Transport and Communications; G.G. Irungu, Ag' Chief
Financi Officer; Ministry of Transport & Communications and S'N'
Nzavu, Shipping Officer I Ministry of Transport & Communications
appeared before the Committee in relation to the Authority's Cranes
Tender and the Accounts for the year 1999 l2OOO.

J

4. That, the tender was advertised in the
newspapers on lls and 12s August, 2003.

10"
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The Committee directed the Chief Executive to ensure that procurement
regulations are adhered to the letter, in the Authority's business
transactions.

5. That, 24 bidders bought the tender documents well before the first
'closing date of 26th September, 2003 but Industrial Plant
Limited/ Numerical Machining Complex bought their documents on
3rd October, 2003 while M / s Triton Nerwork Solutions Limited, on
behalf of Delwan Heavy Industries and Delwan Crane Works, bought
their documents on 3rd November, 2003 and therefore the total
number of bidders came to 26.

6. That, the tenders were finally opened on 6e November 2003 and only
1O bidders (including IPLINMC) returned their bids.

7. That, the tender would be technically evaluated by Professionals.

8. That, the extensions did not disadvantage any of the bidders and no
bidder had complained over the extensions.

9. That, it would be imprudent to cancel the tender, as this would be
detrimental to the Port.

NO.92 2003 DEFERR"ED EVIDENCE: PARAGRAPH 1
oF THE L99912o,0,0 AccouNTs - OPERATION
AND MANAGEMENT COI{TRACT - MOMBASA
CONTNNER TERI}IINAL

I

I
MIIT

The Committee deferred taking evidence on the paragraph and resolved
that the following people along with the Management of the Authority
should appear at a later date in relation to the paragraph:

: or.- (i) the then Executive Chairman Mr. Robert Breineisten
614ii) the then Permanent Secretary, Ministry of Transport &

Communications Mr. Stanley Murage.

The Committee further directed the Chief Executive to submit the
following information during the Authority's next appearance:

(i) Minutes of the Board meeting when the contract was
discussed.

(ii) All correspondence regarding the contact
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MIN. NO, 93t2003 EVIDENCE: PARAGRAPH S2ANDSOF
THE I99912ooo ACCOUNTS

The committee took and concluded evidence on Paragraphs 2 and 3 of

the 1999/2000 Accounts

MIN. No.941 2003 ADDITIONAL INFO RI}IATION:
PARAGRAPH 4 OF THE I999 t2o,o,0
ACCOUNTS . SUPPLY AND INSTALLATION OF

coMPUTER HARDWAR"E AND sor"rwARE

CONTRACT

The Committee directed the Chief Executive to seek an apapropriate legal

.p-i"" to ensure that the Authority recovers the amount of

uS$+O+,Sot.S0 plus costs from M/s. Amarco (K) Ltd'

MIN. NO .9s/2003 ADJOURNMENT

The Chairman adjourned the Sitting at fifty-five Minutes Past Twelve

O'clock until Friday November 14,2OO3 at 9'00 a m'

Hon. Henry Obwocha, MP

SIGNED...,,,..
(Ag. CHNRMANI

2I.r MaY,2oo4
DATE...........

?

lt
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UMUTES Or' THE TWEITTIETH SITTING OF THE PUBLIC II{VESTMPNTS
COMMITTEE HELD IN COMMITTEE ROOM NO.7. PARLIAIUENT
BUILDIITGS. ON FRIDAY NOVEMBER 14 2003 AT 9.30 A.M.

PRESEITIT:

The Hon. J.B.N. Muturi, Mp
The Hon. M. Mohamed, MP
The Hon. K.M. Sang, MP
The Hon. Maina Kamanda, Mp
The Hon. Sammy Weya, MP
The Hon. Henry Obwocha, Mp
The Hon. Ali Bahari, MP

The Hon. Otieno Kajwang', MP

lBsENT WITH A"POLOGY

The Hon. Wafula Wamunyinyi, Mp
The Hon. Gor Sungu, MP
The Hon. Wycliffe A. Oparanya, Mp

II{ CE

NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mr. S.M. Kiama

-(Chairmanf

Senior Clerk Assistant
Parliamentary Intern

-t

{l

coNTROLLER AN R GENERAL

Mr. Edward H. Gikonyo - Director of Audit
Mr. Charles O. Kiage - principal Auditor

INSPFCTORA TE OF STATE CORFORATIONS

Mr. Titus Muriithi
Ms. Margaret Ratemo

TREAS DGIPEI

Mrs. T.N. Gathara
Mr. S.M. Karichu

D AUDITO
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MIN . NO. 96/2003

MrN. NO.97 12oo3

MrN. NO. 9a12o,o3

MIN. tro.99/2003

Report and Accounts of the National Water Conselvation & Pipellnc

Coiporation for the yeat L998199 and the Certifrcate thereon by thc
Controller and Auditor General

Eng. M ichael O. Ochieng, Managing Director of Nationai Water

Coiservation and Pipeline dorporation accompanied by Messrs: Sta]lley

Amuti, J. Muchemi, S. Kitq'ili, V. Nyapilo and Odero N' Ontweka of the

Ministry of Water Resources and Management Development appeared

before the Committee and gave evidence on the accounts of the

Corporation for the Year 1998199.

ElrIDENCE

ADDITIOI{AL INFORI}tATION:

;

PARAGRAPH I oF 1998 t99 ACCOUilTB

)

The Committee directed the Managing Director to submit the copies of

the following information to the controller and Auditor General and clerk
of the National Assembly by 21't November, 2003:-

(i)Ananalysisinrespectofmisce}laneousexpenditurebreakd.own
including fees, commissions, honoraria, renewal of water suppliers
and expenses of the Board & Committees.

(i0 List of the projects and the cost of their rehabilitation'

. DEFICIT

ADDITIONAL INFORITIATION:
PARAGRAPH 20F t99Al ACCOUNTS

The committee directed the chief Executive officer to provide debt
analysis year by year since 1988, by 12d January 2OO4 to the Controller
and Auditor General and Clerk of the National Assembly.

WATER DEBTORS

ADDITIONAL INF.ORMATOI{:
PARAGRAPH 30F
oTHER DEBTORS

The Committee directed the Chief Executive to provide
information to the Controller and Auditor General and
National Assembly by 21"t November, 2003:

t99al99 ACCOUNTS

the following
Clerk of the

Court Case in connection with recovery of outstanding imprest of
Ksh.348, 67 | from a former employee Mr. J.N Kiluva'

+
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MIN. NO. T oot2003 EVIDENCE: PARAGRAPH 4 OF
r99At99 ACCO

Evidence on this paragraph was taken and concluded.

MIN. ITO. lol /2oo.s EVIDEITCE GRAPH 5 OF

Ff,XED TS

: PAIIA

Evidence on
concluded.

1998/99 A OUNTS. ACCRUED
EXPENSES

this paragraph on Accrued Expenses was taken and

t-

I

MIN. NO. LO2t2()()3 EVIDENCE: PARAGRAPH 6()F
199al99 ACCOUNTS. REPAYM or'
I,ONG TERM s

Evidence on this paragraph was taken and concluded

MIN. NO. to3/2()()3 ADDITIONAL INFORMATI

The committee directed the chief Executive to provide the folrowinginformation by 2 I st November, 2003 to the controller and AuditorGeneral and the Clerk of the National Assembly: _

Details on the manner in which tenders were flouted and also
copies of adverts in the local daily newspapers.

MIN. NO. 1O4I2OO3 . PAPERS LAID

The following papers were laid before the Committee with respect tovarious paragraphs of l99g/99 Accounts:_

(i) C. J. Chebet & Co. Advocates (Lawyer)
Letter Ref. CJl lOlMISC/01 in respeci of paragraph 3

(ii) Schedule of pay_Master General for July 2003, in
respect of paragraph 5.

(iii) Outstanding Statutory Deductions as at 20fr October,
2003 in respect of paragraph 5.

ON:
PARAGRAPH 7 oF 1998/ t999
A OUNTS - PR CUREMENT

Statutory Deductions as at 3oth April, 2OO1 in respect
of paragraph 5.

(iv)
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(v) Staff Appraisal Report, Kenya Second Mombasa Project arrd

co^"t*i water Supply dngineering and Rehabilitation

Project.

(vi) Summary of the current water tariff rates, with respect

to paragraPh 6.

> (vii)

(viii) The Minutes of the 60tr' Sitting of Supply and Services

Committee in respect of paragraph 7'

(ix) Schedule of Revenue collection, efficiency and targets'

UIN. NO. 1OS/2OO3 . ADJOURNMEI{T

TheChairmanadjournedtheSittingatoneo.clockuntilalaterdate.

Hon. Henry Obwocha, MP
sIGilED.......

Ag. CHAIRMAN

21st May,2004
DATE...........

A copy of letter Ref. No' NCPE/FIN/12, on the waiver of the

outsianding IDA Loan, sent to the Permanent Secretary

Ui.ri.try of"W^t.. Resources Management and Development'

in respect of ParagraPh 6.

;
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MIITUTES OF THE TWENTY-FIRS T SITTII{G OF THE PUBLICINVES NTS COMMITTEE HELD Iil COM MITTEE ROOM NO.7
ENT BUILDINGS ON MOT{DAY NOVEMBER T7 2003 AT 2.3O P.M.

PRESEITT:

ABSENT WITH APOLOGY

The Hon. J.B.N. Muturi, Mp - (Chairmanf
The Hon. Henry Obwocha, Mp
The Hon. Wafula Wamunyinyi, Mp
The Hon. Ali Bahari, Mp
The Hon. Maina Kamanda, Mp
The Hon. M. Abdi Mohamed Mp
The Hon. Sammy Weya, Mp
The Hon. Wyclliffe A. Oparanya, Mp
The Hon. Otieno Kajwang,, Mp

,{

nt

The Hon. Gor Sungu, Mp
The Hon. K.M. Sang, Mp

ATTENDANCE

NATIO NAL A BLY

Mr. M.R. Sialai
Mrs. Serah Kioko -
Mr. S.M. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intern

D

CONTROLLER & AUDITOR GENERAL

Mr. E.H. Gikonyo
Mr. M.H. Onyango

TREASURY IDGIPE

Mr. S. Kitungu

Director of Audit
Senior Auditor

Director of Reforms

INSPECTORATE OF STATE CORPORATIONs

Mr. S.M. Ivlaluki Financial Advisor

2U
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MrN. NO. 10,612o,o3 EVIDENCE

1. Kenva Ports Authoritv's Tender for C ne8

Hon. John Michuki, MP,
accompanied bY Messrs. S

Minister for Transport & Communications
alom Ndemo, Senior Deputy Secretary in the

It

The Committee sought clarilications from the Minister over a report from

the Management oiKenya Ports Authority that he had requested for an

extension;f tender opening dates in relation to the Authority'

Thereupon, the Minister informed the Committee that he had requested

the Management of KPA to extend the opening dates for the cranes from

27fr Octo6er to 6th November, 2003 in the interest of transparency and

wider advertising.

The Committee expressed concern that the request for extension -was
contrary to laid down procurement regulations and may have created the

impresiion that the Minister was pursuing personal interests'

The Committee was also of the view that the extension may not have

benefited the Authority in any way and may have disadvantaged bidders
who bided on time.

The Minister informed the committee that whatever he did was done in
good faith and was meant for the benefit of the Authority and the Nation

Ministry and Peter Kamere
Communications aPPeared
Crane's Tender.

Under Secretary, Ministry of Transport &
before the Committee in relation to KPA's

E\/EDENCE

Ltd

at large.

MrN. NO. tO7 12oos

Kenva Power & Lis ng ComoaI

Mr. Jasper Oduor, Managing Director, Kenya Power & Lighting Company
Ltd, accompanied by Messrs. Lawrence Njagi, Company Secretary;
Zacinary Ayi,eko, Chief Manager Finance; Ben Chumo, Chief Manager
Human Resource and Adrninistration; Lawrence Yeyo, Financial
Accounting Manager; Albert Mugo, Power System Development Manager;
appeared before the Committee in relation to the following issues:

l. KPLC's Financial Status

t
2. KPLC's Pension Scheme
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3. KFLC and Independent power producers.

resolved that the following people who were involved inThe Committee
negotiations wi
Committee at

th IPPS on behalf of KpLC
a later date in relation

should appear before the
to KPLC's contracts with

independent power producers

(i) the then Managing Director Mr. Samuel Gichuru(ii) the then Company Secretary Mr. Justin Kimani(iii) Mr. M.A. Gupta
(iv) M/s. MOH Mac Donald - Consultants
(v) The Permanent Secretary, Ministry of Energr, who will be required

to submit the Nyanja probe Committee Report on the activities of
Kenya Power & Lighting Company.

The committee further, directed the chief Executive to submit the
following information by November 24d 2OO3:

(i) Copies of agreements with the respective independent power
producers.

(ii) Accounts of KPLC's pension Fund and Iberafrica

d

I

MIN. I{O. 108/20()3 OURNMEITTADJ

The..c-hairman adjourned the sitting at Fifty Minutes past Five o,clockuntil Thursday November, 20,2OO3 
"t tO.OO a.*.

Hon. Henry
srGNED.......

Obwocha, MP

(ag. CHAJRIUANI

ay,2OO42l"t M
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SITTING OF THE PUBLIC
MINUTES OF THE TtrIENTY.SECOND

COMMITTEE ROOM NO. 7
INVESTMENTS COMM ITTEE HELDIN

THURSDA YNOVEMBER 20.2OO3 AT
P BUILDIN .oN
1().oo A. M.

PRESENT:

?

l
The Hon. J.B.N. Muturi, MP - (Chairmau)
The Hon. Wafula WamunYinYi, MP

The FIon. Ali Bahari, MP
The Hon. Maina Kamanda, MP

The Hon. SammY WeYa, MP
The Hon. WYclliffe A. OParanYa, MP

The Hon. Otieno Kajwang', MP
The Hon. Gor Sungu, MP

ABSENT V'ITH APOLOGY

The Hon. Mohamud Abdi Mohamed, MP

The Hon. K.M. Sang, MP
The Hon. Henry Obwocha, MP

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mr. S.M. Kiama

Senior Clerk Assistant
Parliamentary Intern

CONTROLLER & DITOR GENERAL

Mr. E.H. GikonYo Director of Audit

INSPECTORATE OF STATE CORPORATION s

Mr. Edward M. Ngugi Principal InsPector

MIN. No .1o912o,o3 EVIDENCE

Mr. Naftali Mogere, Managing Trustee, National Social Security Fund;

accompanied b! Messrs' R-act aet Lumbasyo, Deputy Managing Trustee;

Albert'Odero, Deputy Managing Trustee; Said- Chitembwe' Corporation

S."..t".y; Anastasia W. fvfEofo, Chief Supplies Officer; F'Z' Moturi'

Investments Manager; N.K. Mukula, Insurance Officer; Deborah Ongewe'

Permanent Secretary, Ministry of Labour and Manpower Development;

and Rachael Nzombo, oeputy"Chief Finance Officer; appeared before the

+
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c-ommittee and gave evidence on Insurance cover Tender in reference toMin. No. 73 /2OO3 of the Fifteenth Sitting of the public Inrrestmenis
Committee.

MIIII. NO. 1Tot2(x)3 URAI{

ef. No. 2238111O/O4A(13) dated 3.d
days notice requirement as
procuring entit5r can enter

It{S cEcOVER TEITDER

The committee was informed that the tender for provision of InsuranceBrokerage and underwriting services was annulled by the public
Procurement Complaints Review and Appeals Board upJn ,pp..t" 

-ty
certain tenderers.

The Committee was further informed that the tender has since been re-advertised. The Committee was concerned that the permanent Secrefary,Treasury-, IvIr--Joseph Magari vide his letter Ref. CONF. 129lOL a;t.;June 27s 2003 proposed certain brokers and underwriters to be useJ-uy
$. Pid contrary to the Exchequer and auait leubtc ero"r..-.rti,
Regulations, 2001 .

The Committee was further concerned that the Fund entered intocontract with successful bidders- before the expiry of twenty.one d;y. ;;p-rovided for by Regulation 33 of the Exchequer ind Audit Act, .r,a tf,"tMadison Insurance company and united Insurance co. who had scoredpoorly in the evaluation were included in the list by the Treasut -

The Committee resolved that the permanent Secretary, Treasury Mr.Joseph Magari should appear before the Committee ai a later ait. 1oexplain under what provisibns of the law was he acting on when he:-

per
into

a

The committee directed the chief Executive to provide schedule of thepayments negotiated on premiums of the diffire"t 
""t.go.i." ; ;il;Insurance cover.

(i)

(ii) Granted a waiver letter R
July 2003 for the 2 t
Regulations before any
contract.

Proposed vide letter & Ref. CONF.t2g /O1 dated 27tr June2003 to the NSSF, Insurance brokers and underwriters touse against the firms which had been recommended by the
NSSF Technical and Financial Evaluation Report on Tender
No. 10/2OO2/2OO3.
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MIN. No . 111/2003 PAPERS LIUD

MIN. NO. 11212003 ADJOURNMENT

The Chairman adjourned the meeting at 12'30 p'm' until Friday 21"t

November,2003.

Hon. Henry Obwocha, MP

SIGNED.......
lAg. CHAIRIUANI

27"t MaY,2OO4
DATE.:.........

The following papers were laid before the Public Investments Committee

by the Mana*ging Trustee of National Social Security Fund in relation to

Insurance CoveiTender on 20e November, 2003'

1. LetterRef. SF/A/1i/8/Vol. II(22) dated 20ft June' 2003'

2. Letter Ref CONF/ 129 l01, dated June 27th 2OO3'

3. Letter Ref. 2238.110/04 A(13) dated 3'd June,2003'

:

,
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MINUTES OF THE TWENTY THIRD SIITII{G OF. THE PUBLIC
IITVESTMENTsco MMITTEE HELD IN COMMITTEE ROOM NO.7.
PARLIAMENT BUILDIN S ON tr'RIDAY NOVEMBER 21 2003 AT 10.30
A.M.

PRESENT

The Hon. J.B.N. Muturi, Mp
The Hon. IIenry Obwocha, Mp
The Hon. Wafula Wamunyinyi, Mp
The Hon. K.M. Sang, Mp
The Hon. Ali Bahari, Mp
The Hon. Maina Kamanda, Mp
The Hon. Gor Sungu, Mp

ABSENT WITH APOLOGY

The Hon. Sammy Weya, Mp
The Hon. Wycliffe A. Oparanya, Mp
The Hon. Otieno Kajwang, Mp
The Hon. M. Abdi Mohamed, Mp

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mrs. Serah Kioko -
Mr. S. Kiama

- (Chairmanf

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intern

I

CONTROLLER AND AUDITOR GENERAL

M
M

r
r

E.H
B.K

Gikonyo
Mulli

RYIDGIPEI

Director of Audit
Senior Auditor

Deputy Director

EVIDENCE

TREASU

Mr. K. Ondiek

MIN. NO. 1 t3t 2o,o3

The Report and Accounts of Kenya Medical Reeearch Institute forthe year l999l2OOO and the Certiflcate thereon by the Controllerand Auditor General.

2to
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J

r. Davy Koech, Director, Kenya Medical Re.search Institute accompanied

bv Messrs. D. M. Ngumo,'Otp"ty Director' Administration and Finance;

*1 o. xr."r, o""i",i"t ni-.'t* Finance;'and John Gakuu' Ministry -of
Health appe^r.a U.ro.. 

-ti-" 'Ctmmittee and gave evidence on the

A".ount" oi the Institute for the year 1999 I2OOO'

MIN. NO. r1412o,o3 D EvIDENCE: PARAGRAPH 1

OF THE 19991 ACCO UNTS - STAFF200()
HOUSING PROJECT

,

The committee deferred taking evidence on the paragraph and 
-resolved

that the following p"opt.- "toig 
with the Management of the Institute

should appear U.fo.. tfr.*.iaiater date in relation to the paragraph:

1. Town Clerk and Treasurer, Nairobi City Council to clarify on sums

of money owlng- 
-to - 

the Council in respect of e]91 LR'.NO

2Ogl10683, Uuagaif,l Road Nairobi and whether KEMRI paid an

amount of xsrr. ii,oOz,557' i5 in respect of Council rates for the

plot.

2. The commissioner of Lands to explain what is owing as iand rent

i, .."p.., of Plot LR No' 209/ tO683 and the amount KEMRI has

paid so far.

3. M/s. Sande Makhandia & Co Advocates to explain the statu's of

Kshs.120,0OO,OO0;;d bv them on behalf of KEMRI They will in

.iditio.r, te required to submit the latest certified bank statement

showing the actual status of the Kshs' 120'0O0'O00'

The Committee further directed the Chief Executive to obtain a

ir-of"""ior,at evaluation report on the- status of the project from the
'nir"i".v 

"i noads, Public Works and Housing and submit the report to

tfre Co"mmittee through the Controller and Auditor General by 2 1"t

December,2OO3.

The Committee further directed the Chief Executive to ensure that the

amount of Kshs.120,oOO,O0O deposited with M/s Sande Makhandia.&

Co. Advocates is withJia*., ..rd deposited in a reputable linancial

institution.

MIN. No. 115/2003 EVIDENCE

The committee took and completed evidence on paragraphs 2, 3 and 4 of the

a

1999 I2OOO Accounts

zrl



MIIT. NO. 115/2(x)3 PAPERS LIUD

The following papers were laid by the chief Executive in relation to
Paragraph I of 1999 /2OO0 Accounts- Staff Housing projects:

\

1

2
3

Rates Statement for property LR 2091 10683
Fees Receipt No. D333214
Form of Statement of Rates and other
4E}683402

.t
charges, receipt No.

MIN. No. ttTt2003 ADJOURNMENT

Hon. Henry Obwocha, Mp
SIGNED.......

Ag. CHAJRMAIT

2lsr May 2OO4
DATE.

The Chairman adjourned the Sitting at twenty minutes past Twelve
O'clock until Monday November 24,2OO3 at 9.30 a.m.

.l
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TY FOURTH SITTING OF THE PT'BLICMINUTES OF THT TWEN
ROOM NO.7ENTS COMMITTEE HELD IN COMMITTEE

N MONDAY NOVEMBER 24.2003 AT 2.30 P.M.PARLIAMENT BUILDINGS o

PRESENT:

a The Hon. J.B.N. Muturi, MP - (Chairmant
The Hon. Wafula WamunYinYi, MP

The Hon. Gor Sungu, MP
The Hon. SammY WeYa, MP
The Hon. Wycliffe A. OParanYa, MP

The Hon. Ali Bahari, MP
The Hon. Otieno Kdjwang', MP
The Hon. Maina Kamanda, MP
The Hon. Mohamud Abdi Mohamed, MP
The Hon. Henry Obwocha, MP

ABSENT WITH APOLOGY

The Hon. K. M. Sang, MP

IN ATTENDANCE

NATIONAL ASSEMBLY-
Mr. M. R. Sialai
Mrs S. Kioko
Mr. S.M. Kiama

Senior Clerk Assistant
Clerk Assistant
Parliamentary Intern

CONTROLLER & AUDITOR GENERAL

Mr. A. Denge
Mr. M.S. Mashedi -

Director of Audit
Senior Auditor

IITSPECTORATE OF STATE CORP'ORATIONS

Mr. Edward M. Ngigi Principal Inspector - ISC

TREASURY - DGIPE

Mr. G.M. Onchoke Director of Finance

I
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MIN. ITo. 118/2()()3

uIII. IYO. 119/20()3

MI !t 120

El/IDENCE

Ef,'IDEITICE: RAPH 3 OF THE
1998/99 ACCOUIYTA -D RS

EFERRED EVII)ENCE: PARAGRAPH S
OF THE 199at99 ACCO

Report and Accountg of_the Kenya Rallwaya Cotporadoa for the yearl99sl99 and the certlficate thereon ty ine controuer and Audrtor
Gcneral

Eng. Andrew A. Wanyandeh, Managing Director of Kenya Railways
C-orporation, accompanied by Messrs: Richard Otieno, ecing Geneial
Manager, Finance; Edith Jenking, Acting Estate Manag".;" Rodg.r"Wachika, Financial Accountant and C.O. Magore, ecing Oeniral
Manager, Numerical Machining Complex ,cco-parri.d by meisrs: S. L.
Mbithi, Accountant; R.N. Mkelama, Company Secretary; M. K. Thumbi,
Production Manager; A.O. Orukoh, foundry Engineei, and Mrs. J.M.
Okungu, Commissioner of [.ands, appeared befoie the Committee and
gave evidence on the accounts of Kenya Railways corporations for the
year 1998/99.

t

The Committee was inforrr_,ed that the Managing Director of the Kenya
Railways Corporation had submitted the iquirea information wi-th
regard to paragraph 3 of the l99g/99 Accounts.

too3 D
UI{TA -

IRREGT'LIIR ALII}CATIOI| OT' LAND

The committee deferred taking evidence on the paragraph and resolvedthat the commissioner of rands should appear agiin'along -iti, ure
Managem.en! of-the Corporation at a later d"t. to &phin wli-y she hasn-ot revoted illegal allocation of Kenya Railways land plot No.Kisumu/Mun/BLOCk 7/365 (formerly ln/118/1184) to Mr. Solomon
Ndalo Obede and why land LR No. 2Og/e62O and Ln No. 2O9/633iwhich was surrendered for use by pangani Girls High School wasallocated to 

- 
other people. In addition thi Managing D-irector will be

required to clari$ on the following:

1. The correct hectage of the land hived off from Kenya Railways
Corporation's properties.

2. History of the land parcels: LR 209/6620 (app. S. 06 acres LR
2O9 /6337 (app. 13.562 acres) and the date which this parcels ofland ceased being the property of Kenya Railways Co.porjtio"-. 

- --
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3. Information on under what instrument was the

transaction effected.

4. Allotees of the parcels of the land when allotted; if sold to other

f"*i.", when, where and the consideration of the transaction'

5. Directors of WAK

6. How plot No. Kisumu/MUN/BLOCK 7/365(formerly LR/ 118/ 1184)

was allocated to Mr. Solomon Ndalo Obede'

The Committee also directed the Managing Director to submit a copy of

the letter that authorized and effected the surrender of Plot No' LR

lisi6isz (approx. t3.562 acres) bv 8s December 2003'

MIN. T{o. 1211200'3 ADDITIONAL INFO ![:
P RAPH 6 0F 199at99 Lcco
NE]r PI'BLIC DEBT

MIt{. ilo. 122l2q)3 AI)DITIOr{AL IITFORfrIATIOI[:
PARAGRAPH 7 OF 1998 t99 couI{TS

IESE GAS IL SH E

TheCommitteedirectedTreasurytoconcludethereconciliationofl.oans
between the KRC ana the i."""ttry and avail the information to the

Controller and Auditor General for verification by 5s December''2003'

The Committee directed the Chief Executive to provide- the rate of

evaporation of fuel and the covered period when the fuel shortage oI

26ti.33o litres was experienced, by 2'd December, 2003'

MIN. NO. 1 2512o,o. ADDITIONAL INFORMATION:3-
PARAGRAPH 8 OF1 99A199 ACCO
IRREGULAR
CARDS

T ANDUSE OF REDI

TheCommitteedirectedtheChiefExecutivetosendaremindertothe
then Managing Director and other officers to refund money arising from

the irregular use of credit and charge cards'

,
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MIN. ITO. 124t20()3

}TIN. ITo. t2sl2fir3

MIN. IT

The committee directed the chief Executive to send reminders to the
then Managing Director and other officers to refund money paid to themas sitting allowances contrary to provisions of Section Z of th. X..ry.
Railways Corporation Act, Cap. 397.

AI)DITIONAL IT{FO RMATION:
PARAGRAPH 9 ()F 1998/99 ACCOUNTS -
IRREGULAR PAYMENT OF SITTING
ALLOWANcEs

DEFERRED EVIDENCE:
PARAGRAPH 10 ()F t99Al99
ACCOUNTS - SUBSIDIARY COMPANIES

The committee deferred taking evidence on the paragraph to allow theController and Auditor General verify the .e"pon". provided by theCorporation. However, arising from the evidence givin by the ChiefExecutive Officer of Numerical Machining Compl&, the Committee
decided to pay a visit to their premises at a=later date and to raise theirplight with the parent Ministry and the Commissioner of Lands.

tt

The 
. 
C_hairman adjourned the Sitting at five minutes past Six O,clockuntil Friday, November 28th 2003 at 9.30 a.m.

o. t26t20()3 ADJOURNMENT

Hon. Henry Obwocha, Mp
SIG![ED

Ag. CHAIRMAN

2lst May,2OO4
DATE...........
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FIFTH SITTIT{G OF THE PUBLICMINUTES OF THE TWEI{TY
COMMITTEE HELD IIII COMIUITTEE M NO.7

INVESTMENTS
PARLIAMENT BUILDINGS. ON FRIDAY NOVEM

J.B.N. Muturi, MP - (Chairman)
Mohamud Abdi Mohamed, MP
K.M. Sang, MP
Samml' We1'a, MP
Maina Kamanda, MP
Ali Bahari, MP

BER 28 20{)3 AT 10.oo

MA

, PRESENT:

The
The
The
The
The
The

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

ABSENT WITH APOLOGY

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

Henry Obu'och, MP
Otieno Kajs'ang', MP
Gor Sungu, MP
Wafula WamunYinYi, MP
Wycliffe A. OparanYa, MP

- INATTENDANCE

NATIONAL ASSEMBLY

Mr. M.R. Sialai Senior Clerk Assistant

CONTROLLER & AUDITOR GENERAL

Mr. E.H. Gikonyo
Mr. Boniface K. Mulli

Director of Audit
Senior Auditor

TREASURY DGIPEI

Mr. Lawrence B. Amoko - Senior Economist

INSPECTORATE OF STATE CORPORATIONS

Mr. Ntonjira Mwingirwa - Deputy Chief Economist

MINISTRY OF ROADS PUBLIC trIORI(S & HOUSING

Chief Architect

1

Mr. Philip O. Sika
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ATIONAL LTD

OTHER WITNEASES

Mr. G.N. Gitonga Consultants
Dr. Augustine Muita, former KNH Director

uIIT. NO 127 I EVIDEITCE

uIN. !ro. t2al2003

Mr. Ndungu Mbugua
Mr. Gideon Mulyungi

UI NO .1291 200,3

Director
Director

ADDITIOilAL EVIDEITCE

EVIDEITC E: PARAGRAPH 5 OF THE
t99At 99 ACCOUNTS.IRRDG T'LIIR
AWARD OI'CONTRACT-
KSHs. 383.8(,().(xx)

Report aad Accounts of the Kenyatta ltational Hospitat for thc year
l99al99 and the Certlltcate thereolr by the Controller and Audltor
General.

Mrs. Florence Musau, Director Kenyatta National Hospital accompanied
by Messrs: Nzuki Mwinzi, Senior Legal ofhcer; A.N. Kindinga, Ag. Finance
Manager; J.C. Kiptum, Systems Analyst; John Gakuo, Ministry of Health;
S. Nyakundi, Senior Intemal Auditor; Mrs. Miamuna M. Iiambo, Ag.
Deputy Dirgctor (Administration); -G.K. Mutura, Ag. Hospital Engineei;
F.A. Oyombe, Personnel & Training Manager; p.M. Akuno, Ag.- Chief
Accountant; M. O. Opundo, Ag. Chief Internal Auditor; J .O. Auma,
Supplies & Procurement Manager appeared before the Committee and
gave evidence on the accounts of the Hospital, for the year lggg/gg.

t

a

The committee directed the chief Executive to obtain a confirmation
from M/ s. Nyakundi & Co. Advocates that the amount of Kshs.7.S
million is a full settlement in respect of legal services to Kenyatta
Nationa,l Hospital.

The committee further directed the chief Executive to inform the
Commlttee on the judgment to be delivered by the Court by Notice
against the Directors of Euro Bank Ltd (in liquidaiion).

The committee directed the chief Executive to give access to records of
the Hospital in respect of the above mentioned contract to the former

2t8
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Chief Executive Dr. Augustine Muita to peruse and obtain information

;.;;dt"; G; t""trric"r-"a'ic" he received from his officers' a copy of a

letter from the Ministry ;iP"bli. w;tks & Housing forwarding th:."1t""
of ten contractors and tt'" "it""ftt 

from the Office of the President on

procurement and disposal procedures'

Dr. Muita was directed to give a write up to-the Committee on the issues

raised Uy the Controller and Auditor General'

The Chief Executive was directed to provide the budgetary-estimates for

the vear under review to ascertain whether or not the project had been

U"ai.ia i.i and whether a Sinking Fund existed then'

,

-

MIN. No. 130 t2 DEFERRED E\IIDEIfCE

The committee deferred taking evidence on paragraphs 6 to 8 of the

lg98l99 Accounts of the Corporatron'

MrN. rfo. 131/2d)3 ADJO

The Chairman adjourned the sitting at 2 p'm' until Monday December

Ol, 2OO3 at 2. 30 P.m.

Hon. Henry Obwocha, MP

SIGXED
Ag. CHAIRMAil

a
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ES OF THE TWENTY -SIXTH SITTING OF' THE PUBLICIITVESTMENTS COMM ITTEE HELD IN COMMI
PARL
A.M.

T:

ABSENT:

The Hon. Gor Sungu, Mp
The Hon. Sammy Weya, Mp
The Hon. Henry Obwocha, Mp
The Hon. Wafula Wamunyinyi, Mp
The Hon. Maina Kamanda, Mp

IN ATTENDANCE

NATIOr{AL ASSEMBLY

Mrs. Serah Kioko Clerk Assistant

CONTROLLER & AUDITOR GENERAL

TTEE ROOM NO.7
BUILDINGS oIt FRIDAY DECEMBE ROs 2003 AT 10.30

The Hon. J.B.N. Muturi, Mp
The Hon. K.M. Sang, Mp
The Hon. Wycliffe A. Oparanya, Mp
The Hon. Ali Bahari, Mp
The Hon. Otieno Kajwang,, Mp
The Hon. Mohamud Abdi Mohamed, Mp

t

t

Mr. G.H. Gikonyo
Mr. F.D. Maluki
Mr. P.C. Kibera

URY DGIPE

Mr. F. W. Kingori

Mr. R.E. Ndubai

Director of Audit
Assistant Director of Audit
Senior Auditor

IN

Assistant Secretary I

RATE OF STATE CORPORATIONS

Senior Principal Assistant Inspector
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MIN. NO. 132t2003 EVIDEI{CE

The Report and Accounts of Kenya Airports Authorlty for the year
I-gg6tgi and the certificate thereon by the Controller and Auditor
General.

' Mr. George K. Muhoho, Managing Director; Kenya Airports Authority
accompanied by .Messrs: Patrick Chonde, Corporate Management
Accountant, Eng. Mohamed Mukhwana, General Manager (Engineering
Services); Leonard Moss, General Manager, (Personnel and
Administration); Eng. Francis Mbugua, Deputy General Manager
(Engineering Services); Bernard Kavivya Senior Manager (Property); H.M.
Nyagoe, Quantity Surveyor; John Tito, Manager (Legal Services) and Z.T.
Chireah former Senior Architect appeared before the Committee and gave

evidence on the Accounts of the Authority for the year 1996197.

MIT{. NO. 133/2()()3 DEFERRID EVIDEITCE: PARAGRAPH
30I. THE L996197 ACCOUITTS -
CONTRACTS

The Committee deferred taking evidence on the paragraph and resolved
that the then Managing Director, Mr. Peter Lagat should appear before
them along with the Management of the Authority to explain why the
Authority awarded six contracts to contractors other than the lowest
bidders and why two of the contracts were awarded to firms which had
not bidded. Mr. Z.T. Chirea will be required to be in attendance.

MrN. NO. t3412o,03 ADJOURNMENT

The Chairman adjourned the Sitting at Forty Minutes past noon until
Monday December 08, 20O3 at 2.30 p.m.

Hon. Henry Obwocha, MP
SIGNED

Ag. CHAIRMAN

21$ May,2O04
DATE...........

-

e
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MINUTES OF THE SEVEITTH SITTING OT' THE PUBLIC
ENT€ COUUITTET IN COU ROOU ilO.7.

BIIILDII{GS. OlI MOITDAY DECEMBER 08.2OO3 AT 2.30 P.M.

PRESENT:

ABSENT:

IIT A

The Hon. Ali Bahari, MP - Ag. Chalrman
The Hon. J.B.N. Muturi, MP
The Hon. K.M. Sang, MP
The Hon. Wafula Wamunyinyi, MP
The Hon. Maina Kamanda, MP
The Hon. Otieno Kajwang', MP
The Hon. M. Abdi Mohamed, MP

{

,D

The Hon. Wycliffe A. Oparanya, MP
The Hon. Gor Sungu, MP
The Hon. Sammy Weya, MP
The Hon. Henry Obwocha, MP

ANCE

NATIOITAL ASSEMBLY

Mr. M.R. Sialai
Mrs. Serah Kioko

Senior Clerk Assistant
Clerk Assistant

CONTROLLER & AUDITOR GENERAL

Mr. G.H. Gikonyo
Mr. J.M. Ogutu

Director of Audit
Principal Auditor

TR.EASURY/DOIPE

Mr. D. Ndewa

INSPDC11ORA TE OF STATE CO RATIONS

Economist

Mr. P. Ochieng Senior Economist
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MIN. NO. r3sl2 EVIDENCE

5

-

The Report and Accounta of Natlonal Houelng Cgrngatlolj* 6:
i."r r6gs/g9 and the certltlcate thereon by tho controller and

Audltor General.

Mr. A. J. Odera, Managing Director; National Housing Corporation

accompanied by Messrs: n..1. Ogotta, Technical Manager; E'W' Mbugu-a'

Corporation Secretary; M.M. Wandabwa, Ag' Finance Manager; A'N'

Nyaga,Ag.ChiefAccountant;PhilipO'Sika,ChiefArchitect,Ministryof
nl"i", r'llblic Works and Housing and Lawi Kiplagat, former Managing

Director; appeared before the Committee and gave evidence on the

accounts of the Corporation for the year 1998199'

MIN. no. 136/2003 Bt'I ET{CE: PARAG 3 r'
THE 1998/99 AccoI'NTs - P

MIN

oF us063.4q)

The Committee took and completed evidence on the paragraph and the

1998199 Accounts.

.ITO. 137l2q'3 . ADJOURNMENT

TheAg.ChairmanadjournedtheSittingatFiveoblockuntilMonday
15s December, 2003 at 2.30 P.M.

Hon. Henry Obwocha, MP
SIGNED ";;:;iiliiilfi'

21"t May, 2004
DATE...........

a
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M OF THE TWENTY EIGHTH SITTING OF THE PUBLIC
INVESTMEITTS COMMITTEE HELD IN COMMIT?EE ROOM NO.7.
PARLIAMENT BTIILDINGS OI{ MONDAY DECEMBER 15 2003 AT 2.30 P.M.

PRESEITIT:

ABSENT:

The Hon. J.B.N. Muturi, Mp - lChairman)
The Hon. K.M. Sang, MP
The Hon. Sammy Weya, Mp
The Hon. Wycliffe A. Oparanya, Mp
The Hon. Henry Obwocha, Mp
The Hon. Abdi M. Mohamed, Mp
The Hon. Otieno Kajwang,, Mp
The Hon. Wafula Wamunyinyi, Mp

,t

-

The Hon. Maina Kamanda, Mp
The Hon. Ali Bahari, MP
The Hon. Gor Sungu, Mp

IN ATTENDANC E

NATIONAL ASSEMBLY

Mr. M.R. Sialai
Mrs. Serah Kioko -

MIN. NO. 138 12o,o,3

MIIT. NO. 1 39t 2o,o3

Senior Clerk Assistant
Clerk Assistant

POSTPOITEMEITT OF SITTINGS

COMMITTEE TOURS

The Committee was informed that following the Speaker,s
communication from the chair on Thursday 1re DJcember, 2dog thatthere would be no committee sittings aftlr the adjournment of the
House to allow the staff take their anrmal leave, the Fublic Investments
Committee Sittings Scheduled for the week commencing lsth had been
cancelled.

The committee asked the secretariat to write to the parliaments of
Germany, Belgium and Finland on the possibility of undertaking tour to
those Parliaments. The committee will make a decision on whic"h trip to
undertake after getting response from the concerned parliaments.
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The committee was informed that the funds for external travel have

almost been exhausted and that AWEPA will be approached to fund the

trip.

MIN. NO. r4012o,o3 KENTA PIPELINE CO.TEITDERS

MIN. NO . r4112o,o3 ADJOURNMENT

The Chairman adjourned the Sitting at 4.OO-p.m. util a later date.

Hon. Henry Obwocha, MP
SIGNED.......

(Ag.CHNRMAN!

2l't May,2oo4
DATE...........

It was brought to the attention of the committee that Kenya Pipeline

Company I-tJ. naa allegedly entered into contract with two firms to repair
Ngema 4""."" Road and Road E 148 off Ndori - Owino - Luanda -
Kbtieno in Bondo District without following the procurement
procedures.

The Committee expressed concern that the Company is spending more

money on Ngema Access Road and yet the road was completed four years

ago. The Committee was further concerned that the Company was
p"articipating in road construction in Rarieda in Bondo District and yet it
is not one of its core business.

The Committee resolved that an explanation be sought from the
Management of the Kenya Pipeline Co' Ltd., as to why it has entered into

"o.,t.r.t" 
with firms without following the procurement procedures and

why it is participating in road construction in rural areas'

rt

+
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MIIIUTES OF THE TUTTITTY ITINTH SIT'TING OF THE PUBLIC
IntVESTM COMMITTEE HELD IN COMMITTEE ROOM NO. 7
PARLIA"UE BUILDIITGS OIT WEDNESDAY. tr'EBRUARY 1 I 2(x)4 AT 9.30
A.M.

PRESENT

ABSENT

The Hon. J.B. Muturi, MP
The Hon. Gor Sungu, MP
The Hon. Otieno Kajwang, MP
The Hon. Wafula Wamunyinyi, MP
The Hon. K.M. Sang, MP
The Hon. Sammy Weya, MP
The Hon. Henry Obwocha, MP

Chalrmau

Senior Clerk Assistant
Clerk Assistant
Clerk Assistant

.a

,

The Hon. Wicliffe A. Oparanya, Mp
The Hon. Ali Bahari, MP
The Hon. Mahamud Abdi Mohamed, MP
The Hon. Maina Kamanda, MP

III ATTEI|DANCE

NATIOI|AL ASSEUBLY

Mr. M.R. Sialai
Mr. Z. I Mogere
Mr.l.R. Sogomo

CONTROLLER & AT'DITOR GEITERAL

Mr. A. Denge
Mr. C.O. Kiage

Director of Audit
Principal Auditor

TREAAURY IDGIPE

Mrs. T.N. Gathaara - Under Secretary

SPECIIORATE OF STATE CORPORATIOITS

Ms. T.K. Gichana Inspector I

UIITISTRY Otr'AGRIC

III

Deputy Secretaqr (State Corporations)

+

Mr. W.G. Kerario

TT'RE
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MIN. NO. I42 2olo,4

MIIT. NO . r4sl2o{)4

EVID CE

Report and Accouots of thc Kenya Sugar Board/Sugar Developmeat
puna for yer. L99912(XX) and the Certlllcate thcreon by the
Conboller and Audltor Gcneral

Mr.AndrewOlooOtieno,theChiefExecutiveofficeroftheKenyaSugar
Board accompanied by Messrs': Rosemary Mkok, Company Secretary;

Vincent Mutaiangi Uead of Internal Audit and Thomas Makeni, Head of
Finance ,pp.^..-d before the Committee and gave evidence. 9n tl-Ie

accounts of the K.ny, Sugar Board/ Sugar Development Fund for the

year 1999 l2OOO.

D EI{C PARAGRAPH
I OF THE 199912o()O ACO
TISSI'E CULTT'RE PROGRAMME

The committee deferred taking evidence on the paragraph and resolved

that the following persons strouta apPear before them on Thursday 26e
February 2004 in relation to the issues raised in tlte audit query:

I
2
3

Dr. Romano Kiome
Dr. G. Nderitu
Mr. Francis Chahonyo

- Director of I(ARI
- Former Director of KARI
- Former Chief Executive of

Kenya Sugar AuthoritY

4. The Directors of Genetic Technologies Ltd: Messrs':
Irene Wanjiru Nderitu
Narendra Bhailalbhai Patel
Suryakant Bhailalbhai Patel

The committee in addition directed the chief Executive to provide the

following information by Thursday 26fr February ' 2OO4:

1. Number of Plantlets required to plant an acre/hectare

2. Amount so far generated from Kibos, Opapo and in Mtwapa farms
planted with the crop varieties prorogated'

UIN. NO. \4412o(J4 EVID CE: P RAPH 2 OT THE
1999 /2fix) ACCO TO SUGAR
COMPAJIIES

+

Evidence taken and concluded.
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MIIII. NO. 1451200,4 ADDITIONAL II{FORIIIATIOII: PARAGRAPH
3 0F THE 1999/20q) ACCOUITTS - LEGAL
FEES

The Committee directed the Chief Executive to provide evidence to
support the law firms basis for various payments i.e. case numbers,
matters in Court and how much was recovered in each case and specific
amount paid to the law firms.

MrN. NO. 146120,0,4 DEFFERED EVIDENCE

The Committee deferred taking evidence on paragraphs 4 and 5 of the
1999 I2OOO Accounts of the Sugar Development Fund.

MrN. NO. L47 12oo,4 ADJOURNED

The Chairman adjourned the meeting at 1.00 p.m. until Thursday 266
February 2OO4 at 2.3O p.m.

Hon. Henry Obwocha, MP
SIGITED:

IAg. CHAIRMANI

2lst May, 2OO4
DATE:

a

,
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OF THE THIRTIETH SITTII{GOF THE PUBLIC

MMITTEE HEL IN COMMITTEE ROOM I{O. 7
LDIN ON DAY FEBRUARY 24 2 AT .30 P M.

ENT:

Ef,TS

B

a

IIf ATTENDANCE

lChalrmanf

RAL

J.B.N. Muturi, MP
Samml' Weya, MP
W1'cliffe A. OparanYa, MP
AIi Bahari, MP
Wafula WamunYinYi, MP
K.M. Sang, MP

Gor Sungu, MP
Maina Kamanda, MP
Henry Obwocha, MP
Otieno Kajwang', MP
Mahumud Abdi Mohamed, MP

NATIONAL ASSEMBLY

The
The
The
The
The
The

ABSENT

The
The
The
The
The

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

Hon.
Hon.
Hon.
Hon.
Hon.

t
Mr. M.A. Sialai
Mr. Z. Mogere
Mr. I Sogomo

co LLER & AUDITOR GEN

Mr. E.H. GikonYo
Mr. John K. Mukholi
Mr. R.N. Bichanga

TREASURY(DGIPEI

Mr. Protus Sigei

Senior Clerk Assistant
Clerk Assistant III
Clerk Assistant III

Director of Audit
Deputy Director of Audit
Principal Auditor

Assistant Director

COR"FORATIONSINSPEC oF STATE

TRY OF EDUCATION

Mr. Peter Ochieng
Mr. Peter K. Waweru

Senior Economist
Inspector

a
Mrs. Alice W. Gichu
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HII|. IfO. l4al2o,tJ4 Ef,/IDENCE

Rcport and Accouatt of Tcachcra Servlco Cornmlulon for thc ycar
L99Al99 aad tho Ccrtlllcate thereon by thc Controller & Audltor
Gcncrd.

Mr. James E.O. Ongwae, Chief Executive, Teachers Service Commission,
accompanied by Mr. N.K. Kangichu, Senior Deputy Secretary (Finance),
Mr. S.M. Kavisi, Senior Deputy Secretary (Staffing); Mr. C.M. Kariuki,
Deputy Secretary (Human Resources Manager); Mr. Shem Motuka,
Acting Senior Deputy Secretary (Internal Audit); Mr. P.J. Muriuki,
Deputy Secretary (Accounts); Mr. O.B. Kimwomi, Assistant Deputy
Secretary (Finance); Mr. S.M. Kathuo, Assistant Deputy Secretary
(Finance); appeared before the Committee and gave evidence on the
Accounts of the Commission for the year lgg} 199 .

uIIf. rfo. L49t2Ur4 El'IDENCE: PARAGRAPH 1 OF THE
1998/99 ACCOUilTS-FINANCIAL
POAITION

I

The Committee noted with concern that the accounting policy of writing-
off stale cheques after 6 years was not in line with Internation;l
Accounting Standards.

The Committee further observed with concern that the Commission,s
compliance with Treasury circular No. 3/2003 of 30n January 2003, was
poor and that the Treasury should ensure full compliance by State
Corporations.

,

MIIT . NO. 15(l/ EVIDENCE: PARAGRAPII 2 OF THE
t99Al99 ACCOUI{Ts .PARTITIONII{G
OF BIMA HOUAE OF'['IcEa

IlO. 151/ 2CX,4 EI1TID cE: PARAGRAPH 3 OF THE
r99At99 ACCO
OFTICES AT BAZAAR PL/TZA

Evidence was taken and concluded.

2C'o6

The Committee directed the Commission to seek post-facto authority to
regularise the irregularity of single sourcing by writing to the Treaiury
through the Ministry of Education within 2 weeks.

urr.
co
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MM. ro. 1s2t2oo,4 DVIDENCE: PARAGRAPH 4 ()r' THE
ACCOUltTS .WRONGr99Al

+

ACCO NG TREATM INT OF
ACCTTU UI,ATED SAVINGS

The Committee directed the Controller and Auditor .General and the
Teachers Service Commission to reconcile the accounting treatment of
Accumulated Savings Account and report in writing to the Committee
within 2 weeks.

MIN. NO. 153l2o,o4 EVID CE: PARAGRAPH 5 OF THE
1998/99 ACCOUilTA BOMB
DA.MAGES CO TION

Evidence was taken and concluded.

MIN. ilO. r3412(n4 AIL'OT'R"ITMENT

There being no other Business the Chairman adjourned the Meeting at
thirty-frve minutes Past Five O'clock until Wednesday February 25,2OO4
at 2.3O p.m.

Hon. J. B. N. Muturi, MP
SINGED:

(CHAIRUANI

28fr May,20O4
DATE:

BL/IST

t
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MINUTES OF THE THIRTY.tr'IRST SITTING OF THE PUBLIC INVES'IMEI{TS
COMM HELD IIY COMMITTEE ROOM NO. 7 PARLIAMEITT
BUILDINGS ON WEDNESDAY. RUARY 25. 2004 AT 2.30 P.M.

PRESENT:

The
The
The
The
The
The
The

ABSENT

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

J.B.N. Muturi, MP lChairmanl
Sammy Weya, MP
Wycliffe A. Oparanya, MP
Ali Bahari, MP
Mahamud Abdi Mohamed, MP
Wafula Wamunyinyi, MP
K.M. Sang, MP

*

The Hon. Gor Sungu, MP
The Hon. Maina Kamanda, MP
The Hon. Henry Obwocha, MP
The Hon. Otieno Kajwang', MP

IN ATTEITDANCE

NATIOITAL ASSEMBLY

Mr. M.A. Sialai
Mr. Z. Mogere
Mr. I. Sogomo

Senior Clerk Assistant
Clerk Assistant III
Clerk Assistant III

J

CONTROLLER & AUDITOR GENERAL

Mr. A. Denge
Mr. H.O. Wanyama
Mr. Ceorge O. Nashon

Director of Audit
Deputy Director of Audit
Principal Auditor

INSPECTORATE OE. ATE CORPORATIONS

Mr. R.E. Ndubai

UIItIATRY OF EITERGY

Mr. D.R.O Riaroh
Mr. J.F.A. Agili
Mr. F.M. Mukuria

Chief Geologist
D.C.F.O
Chief Accountant

Senior Principal Inspector
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MIN. NO. 155 l2oo4 EVIDENCE

Report and Accounts of National Oil Corporation of Kenya for the
year 1997 198 and the
Audltor General.

Certificate thereon by the Controller &

+ Mrs.MaryKimothoM'Mukindia,theChiefExecutiveofNationalOil
Corporation of Kenya accompanied by Mrs. Faith Wanjiru Njuguna,
Acting Chief Accountant; Mr. Joe Kimutai Sang, Management
Accorintant, and Mr. Thadius Onyango Wambogo, Accountant Ill,
appeared before the Committee and gave evidence on the Accounts of the

Corporation for the Year 1997 198.

Mrr{. No. t5612o,o,4 DEFERRED EVIDENCE: PARAGRAPH
1 OF THE 1997 98 ACCOUNTS WORI(
II{ PROGR"ESS

The committee deferred taking evidence on this paragraph and directed
the chief Executive to liase with controller and Auditor General to come

up with additional information on this paragraph.

MIN. NO. 157 t2o,o,4 DEFERRED EVIDENCE: PARAGRAPH
2 OF THE L997t9A ACCOUNTS

KS

The committee deferred taking evidence on the paragraph and directed
the chief Executive to liase with the controller and Auditor General to
verify the various items of Stock.

MIN. NO. 158/2004 EVIDENCE: PARAGRAPH3 OF THE
t997 /98 ACCOUNTS . Ff,'(ED DEPOSITS

Evidence was taken and concluded.

MII{. NO. 159/2004 EVIDENCE: PARAGRAPTI 4 OF THE
t997/98 ACCOUNTS - CASH AND
BALANCES

The Committee directed the Chief Executive to liaise with the Controller
and Auditor General and reconcile the balances and report back in
writing to the Committee within two (2) weeks.

sToc

i
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II!1.IO. 16012@+ - arTotEtRBrrelxtS3

The Committcc drew atGntion of the Chief Drccutive with rcgard to
Treacury Cireular No. 3120o,3 and its implementation.

The Committcc wae concerned with the awarding and current statc of thc
contract bctween the Corporation and thc Nigerian Fetroleum
Corporation with rcgad to thc Shipmcnt of crude oil to lfunya. Ttre
Committee dirccted thc Corporation to tender for such contracts in
futurc.

+

Ilr.IO. r51/2ma - AprouruItrT
Thcre bcing no other busineee, thc Chair:rran adjoumed the meeting at
fivc o'clock until Ttrurcday February 26,2Oo4 at 2.30 p.m.

Hon. J.B.N. Muturi, MP
AIIOID

|cH^rnl^rl
286 May, 20O4

DAIT: I
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OF THE THIRTY- SITTIilG OF THE If,IIES
TTEE rI{ co ROO .7

BT'ILDI GS OIT THI'RADAY. FEBRUARY 04- 2(x)4 AT 9.30A.f.

PRESENT:

t The
The
The
The
The
The
The

ABBEXT

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
I{on.

J.B. Muturi, MP
Otieno Kajwang, MP
Wafula Wamunyinyi, MP
Wicliffe A. Oparanya, Mp
Sammy Weya, MP
Henry Obwocha, MP
Ali Bahari, MP

Chalrnan

Senior Clerk Assistant

The Hon. Gor Sungu, MP
The Hon. K.M. Sang, MP
The Hon. Mahamud Abdi Mohamed MP
The Hon. Maina Kamanda, MP

II{ ATTEIYDAI{CE

IYATIOI|AL ASSEUBLY

Mr. M.R Sialai

CONTROLLER & AUDITOR GEITER.AL

Mr. E. H. Gikonyo
Mr. B.K. Mulli

Director of Audit
Senior Auditor

TREAAURY (TX}IPEI

Ms. Lury Gitundu - Senior Accountant

INSPECTIORATE OF STATE CORPIONAflONS

Ms. T.K. Gichana - Inspector I

UINISTRY OT HEAI,TH

Mr. M.W. Ojiambo - Deputy Secretary

a
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MIN. No. t6212o,o,4 EVIDEITCE

Report of the Controller and Audltor General on the Accounts of
Kenya Medical Tralnlng College for the Elghteea months period
ended 3oth June 1997.

Dr. John Kibosia, Director of Kenya Medical Training College
accompanied by Messrs. Dr. J. Maswan, Deputy Director (Administration
& Finance), Mr. J. Obiye, Human Resource Manager, Mr. J. Ombayo,
Finance Manager; and Mr. M.W. Ojiambo, Depury Secretary, Ministry of
Health appeared before the Committee and gave evidence on the
accounts of the College for the year 1996197.

Mrn. No. 163t20o,4 DEFERR"ED EVIDET{CE: FIXED ASSETS
PARAGRAPH 1 OF THE 1996197
ACCOUNTS

The Committee deferred taking evidence on the paragraph and resolved
to summon the Commissioner of Lands to appear before the Committee
to explain the circumstances under which the parcels of land belonging
to the College were allocated to private developers.

The Committee also directed the Director to
information by 25th March, 2OO4:-

submit the following

All parcels of land belonging to the College and its constituent
Colleges irregularly allocated to private developers i.e. land
Registration numbers; the allotees by name and if Companies,
their Directors and where they are situated.

f

I

2

3

Latest information on disputes over parcels
National Museums of Kenya, Israel Campus
Garissa.

of land with the
in Machakos and

Parcels of lands bought by the College, from whom and for how
much.

MIN. NO. t6412o,o,4 DEFERRED EVIDENCE: PARAGRAPH 3
OF THE L996197 ACCOUNTS COLLEGE
VEHICLES HELD IN PRTVATE GARAGE

The Committee deferred taking evidence on the paragraph and resolved
that the then Executive Officer Mrs. Naomi Samba of Ministry of Health
should appear before the Committee to explain the circumstances under
which six college vehicles were towed/ driven to a garage and which
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remainuntraceable.TheCommitteedirectedt}reDirectortoensurethat

" 
Ji"to*""t is recorded 

",itr, 
trr" police over the dieappearancg gr-tle {x

;"ti;i;a and the committce inrormea of the action taken by 1ltn March,

- ADDITIOf,AL EVIDEI{CD: PIRAGRAPII 4
or rno rg96rsT 0EBTOnS

Evidence taken and concluded'

The committee directed the Director to provide ledger books for

verification by the Controller & Auditor Generd'

f,rr. ro. 166/2qr4 - Ar\rorrntuErr

There being no other business the Chairman adjourned the Sitting at

quarter Past twelve O'clock'

2004.

Hon. J.B.N. Muturi, MP
SItrGED:

(cIIArrxAxl

286 May, 2oO4
DATE:



MI OF THE THIRTT.THIRD SITTING OF THE PUBLI MVESco IIT ITTEE ROOU NO.7. EITT
GA- ON 04 AT 2.30 P.U.

PREAEI|T

The Hon. J. B. N. Muturi, M.P. (Chalrnan)
The Hon. Sammy Weya; M.p.,
The Hon. Wafula Wamunyinyi, M.p.,
The Hon. Otieno Kajwang, M.p.,
The Hon. K. M. Sang, M.p.,
The Hon. Ali Bahari, M.P.

ABSENT WITH APOLOGY

The Hon. Maina Kamanda, M.p.,
The Hon. Wycliffe Oparanya, M.p.,
The Hon. Gor Sunguh, M.p.,
The Hon. Henry Obwocha, M.p.
The Hon. Mahamud Abdi Mohamed, M.p.

IIf ATTEITI'ANCE

IIATIOI{AL AASEUBLY

Mr. M. R. Sialai
Mr. Z. Mogere
Mr. I. Sogomo

tt

t
Senior Clerk Assistant
Clerk Assistant III
Clerk Assistant III

M
M

COITTROLLER AJfD AI'DITOR CEIIERAL

Director of Audit
Principal Auditor

TREAAT'RY DGIPE

Mrs. T. N. Gathaara - Deputy Secretary

INSPECTORATE oF STATE coRPIoRATIoIfS

Ms. T. K. Gichana - Inspector

ge
Kiag

enD
o

r.A
r.C e

I
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UII{IATRY OF AGRICULTURE

Mr. W. G. Kerario Deputy Secretary (State Corporations)

MIrf. NO. 167/2q)4 EVIDENCE

Report and Aecouatr of Kenya Sugar Board of Kenya for thc yeer
Lgigt2OOO and the Ccrtlflcate thercon by the Controller and
Audltor General.

Mr. Andrew O. Otieno, the Chief Executive Officer of the Kenya Sugar
Board accompanied by Messrs: Rosemary Mkok, Company Secretary;
Vincent Mutaiangi, Head of Internal Audit and Thomas Makeni, Head of
Finance. Also present were Dr. Romano Kiome, Director of KARI; Dr. G.

Nderitu former birector of KARI appeared before the Committee and gave

evidence on the accounts of the Kenya Sugar Board for the year
1999|2OOO.

UII|. ITO. L6Al2o[J6 TVIDENCE: PARAGRAPH 1 OT THE
199912ooo AccouNTS - TISSUE TURE
PROG UE

The Committee heard that Mrs. Irene Wanj iru Nderitu, one of the
Directors of Genetic Technologies Limited is the spouse of Dr. Cyrus
Nderitu, the then Director of I(ARI and was concerned about the conflict
of interest in his role in the contract between Genetic Technologies
Limited and the Kenya Sugar Board.

The Committee further heard that the idea of tissue culture was noble
but the implementation did not achieve the intended objectives'

Evidence taken and concluded

urN. rfo. L69l2o,@ EVU,ENCE: PARAGRAPH 3 OF THE
19991 ACCOUI{Ts - FEES

Evidence was taken and concluded.

urlf. I{o.17lJ12o(A Ef,TIDEIf PARA(}RAPH 4 OF THE
r999l2ffXt Accot rtTS - AUGAR
COMPA.![Y

The Committee was concerned about the security of the loan advanced to
Busia Sugar Factory as the Board is holding a mere Title Deed without a
charge. The Committee also heard that the lawyer who did the original
charge for the loan could not be traced.

I
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ul!t. ro. l7ll2@4 DYID&ICE: PAIAORAPE 5 Or TBE
1990/2mO aocolrlfTs - oufistArDllfo
IIPRESO

The Committce directed the management of Kenya Sugar Board to movd
with speed to prosecdte one Peter Kegode, a former employee of thc
Board with a view to recovering the outstanding imprest.

u[t. ro. lztl2q]4 - ADTOURTUEIiT

There being no other business, the Chairman adjourned the meeting at five
minutes past five.

'

l

Hon. J.B.N. Muturi, MP
AIOI|ED.

CIIAIRIfiI

286 May,2Oo4
DATD...........

+
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MIITUTES OF THE THIR FO
TM

EITT LDIIY otf

PRESENT

r'G
7M

P

nt

Gor Sunguh, M.P.
Otieno Kajwang, M.P.
Maina Kamanda, M'P.
Ali Bahari, M.P.
Henry Obwocha, M.P.
Mahamud Abdi Mohamed, MP

BLY

EE M
AT .3() P M.

.t
The Hon. J. B. N. Muturi, M.P. (Chalnnan)
The Hon. SammY WeYa, M.P.
The Hon. Wycliffe OParanYa, M.P'
The Hon. K. M. Sang, M.P.
The Hon. Wafula WamunYinYi, M.P'

ABSENT WITH APOLOGY

The
The
The
The
The
The

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

t
IN ATTENDANCE

I{ATIONAL

M
M
M

r. M. R. Sialai
r. Z. Mogere
r. I. Sogomo

Senior Clerk Assistant
Clerk Assistant III
Clerk Assistant III

CONTROLLER AND AUD R GEilERAL

Mr. Edward GikonYo
Mr. Charles Kiage -

Director of Audit
Principal Auditor

TREASURY DGIPE

Mrs. T. N. Gathaara - Deputy Secretary

oNsRATIIN RATE OF STATE CO

Mr. Peter E. Ochieng Senior Economist

oF WATER RESOURCES MAITAG ElTTMINISTRY
DEVELO

+ Mr. Samson Ouma Ohala
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Evidence was taken and concluded

MIN. NO. 176t2oo4

MIN. NO. 177t20,04

The committee noted with concern the alleged grabbing of a piece of land
belonging to the Corporation.

The committee directed the Managing Director to provide the following
information in writing by 6tt April, ZOOC, -

(il Name of the alleged land grabber.
(ii) steps taken by the corpoiation towards obtaining title deed for the

piece of land.

EVID CE

PARAGRAPH 8 OF THE 1998/ 1999
A ultas - PROCUR.EMENT OF
MACHI IYERY A"ITD EOIII ENT

G 9 ()F 1998/ 1999
ACCOUITTS . Nr'ORO WATER
TREATMEIIT PLA-ttT

PARAGRAPH 1o oF 1998/ 1999
A UNTS - ROI{ WATER IITTAI(T

PARACRAPH 1 1 OF 1998/ 1999
ACCO UNTS - woRr( PROG

NO. 173/

Report and Accounts of lyatlonal Water Coaacrrratlon & ptpoltnc
corp-oratlon for the year 199g/1999 and tho ccrtlficate there'on bythe Controllcr aad Audltor Geaerel.

P."g: l,l. O. Ochieng, Managing Director, National Water Conservation &Pipeline Corporation, accompanied by Mr. Stanley M. Amuti, Chief
Finance Manager, appeared before the-committee a.rd g"u. evidence on
the Accounts of the Corporation for the year lggg l lggg:

t

MIN. NO. 174t2(x)4

The committee noted with concem the deray in granting the waiver for
duty and.VAT resulting in the payment of customl dury"and demurrage
costs, which could have been avoided.

I

KIRAITDICH I'AM PROJFCT

The committee noted with concern that the contractor did not envisagethe fact that Rift Va[ey is a volcanic area and hence full of fault's,fissures and fractures that could make Dam construction expensive.

i

242



l

o

Ttre Committce askcd the Controllcr and Auditor Gencral to liaisc with
the corporation to vcriff the achral coat of thc project up to the time the
projcct waa commiccioned.

ATYOIEIRDI,tIrlTI

Ttre Committec wac conccrned with the manner in which Stetc
Corporationc prcpared their Annual Accounts. Ttre Committcc
pa*icutarty took issue with notes to accounta which were not comPlctc
and miscellaneouE expenEca account in the incomc ltatemcnts.

ADrOUnXIltft

Ttrcre being no ot}er businear, thc Chairman adjourncd the mceting at
twenty-cix minutes Patt four O'clock until Wednecday March 24, 2@4 at
2.30 p.m.

Hon. J.B.N. Muturi, MP
AIGIIID

o

CIIAIRXAX

t 286 May,2OO4
D4r8..........
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MIITUTES OF THE THIRTY-I'IT'TH SITTING OT'THE PUBLIC IITVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO.7. PARLIAJTIENT
BUILDINGS ON THURSDAY APRIL 1 2oo4 AT 1().3(, A.M.

PRESENT

The
The
The
The
The
The

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

J. B. N. Muturi, M.P. (Chairmanf
Wafula Wamunyinyi, M.P.
Ali Bahari, M.P.
K. M. Sang, M.P.
Abdi M. Mohamed, M.P.
Gor Sunguh, M.P.

+

ABSENT WITH APIOIPGY

Hon.
Hon.
Hon.
Hon.
Hon.

IN ATTENDANCE

Otieno Kajwang, M.P.
Henry Obwocha, M.P.
Sammy Weya, M.P.
Wycliffe Oparanya, M.P.
Maina Kamanda, M.P.

NATIOI{AL ASSEMBLY

Mr. M. R. Sialai
Mr. Z. Mogere
Mr. S. Njoroge

The
The
The
The
The

t
Senior Clerk Assistant
Clerk Assistant III
Clerk Assistant III

COITTROLLER AITD AUDITOR GEITERAL

r.H.O
r.G.O

M
M

Wanyama
Osaho

Depuff Director of Audit
Senior Auditor

TRY OF TRANSFORT AND COMMUNICATION

Mr. William Yagomba Ag. Deputy Director of
Air Transport

Mnt. ilo. 18012o,o,4 EVIDEI|CE

Report and Accounts of Kenya Atrports Authority for the year
1996197 and the Certiflcate thereon by the Controller and Audltor
General.

MIITIS
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Mr. George K. Muhoho, Managing Director, Kenya Airports Authority
accompanied by Messrs: Eng. Mohamed Mukhwana, General Manager
(Engineering Services), Mr. Patrick Chonde, Acting General Manager
(Finance), Mr. John Tito, Manager Legal Services, Mr. Z. J. Chireah,
former Senior Architect, Mr. Humphrey Makori Nyagoe, Quantity
Surveyor, Eng. Francis Nganga Mbugua, former Deputy General Manager
(Engineering Services) and Mr. Peter K. Lagat, former Managing Director,
appeared before the Committee and gave evidence on the accounts of the
Corporation for the year 1996197.

MIN. NO. tBtl2o,m PARAGRAPH 3 OF THE 1996197
ACCOUNTS - CONTRACTS

The Committee was concerned that the Authority awarded a contract to
the highest bidder who actually was not in the pre-qualification list thus
flouting the tendering process.

The Committee directed the then Managing Director to submit full and
signed minutes of the Tendering Board on the approval of the following
contracts by 8tl April, 20O4: -

(i) KAA/MtAl344/H - Supply and Installation of
standby generator.

(ii) KAA/ES/MLr/c Consultancy services in
Malindi Airport

(iii) KAA/ES/KBrCl322lL- Rehabilitation of
Kabarak Airstrip

Modification & furnishing of offices.(iv) KAA|HQl3o4lB/F -

MII{. NO. ta2l2(n4 AI)JOURITMENT

There being no other business, the Chairman adjourned the meeting at
Thirty Five minutes past one O'clock until Friday, April O2, 2004 at 9.3O
a.m.

Hon. J.B.N. Muturi, MP
SIGNED.......

CHAIRMAN

28tt May,2OO4
DATE............

{
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MINUTES OF THE THIRTY-SIKTH SITTING OF THE PUBLIC INVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO. 7 PARLIAMENT
BIIILDINGS . ON E'RIDAY APRIL 2 AT 1O:45 A. M.

PRESENT

The
The
The
The
The
The
The
The

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

J.B.N. Muturi, MP - Chalrman
W. Wamunyinyi, MP
M. Abdi Mohamed, MP
Otieno Kajwang,' MP
Maina Kamanda, MP
Gor Sungu, MP
Ali Bahari, MP
W. Oparanya, MP

a

!

ABSEIIT WITH AFOLOGY

The Hon. Sammy Weya, MP
The Hon. Henry Obwocha, MP
The Hon. K. M. Sang', MP

II{ ATTENDANCE

NATIONAL ASSEMBLY

Mr. M. R. Sialai - Senior Clerk Assistant
Mr. S. J. Njoroge - Third Clerk Assistant
Mr. Z.l. Mogere - Third Clerk Assistant.

E AND INDUSTRY

Ms. Melisa M. Musoma - Deputy Chief Finance Officer

INSPDCTORATE OF STATE CORPORATIONS

Mr. Titus Muriithi - Senior Inspector
Mr. Kennedy Nyambati - InsPector

MIN. NO. 18312o,o,4 EVIDENCE

MINISTRY OF TRAD

Report by the Inspector General (Corporationsf on the Maaagement
Prictices at thc East African Portland Cement Company - March
2003.

Ms. Mary W. Ngari, the Acting Managing Director, East Africa Portland
Cement Company, accompanied by Messrs. Musangi Mutua, Human
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Resources Manager; Rosemary Gituma, Acting Finance Manager; Caleb
Kapten, General Manager Commercial; and Sam M. Gatitu, Key Accounts
Manager, appeared before the Committee and gave evidence on the
Report on the Management Practices of the East African Portland Cement
Company {EAPCC}, conducted by an Inspectorate Audit Team, appointed
by the Minister for Trade and Industry in March 30, 2003.

* MrN. NO. tB412o,o,4 TRADE POLICY AND PRACTICE OF
THE EAFCC

The Committee observed that::

The Company lost an amount of Kshs. 67 | ,604,154 for the twenty
months ending February 2003, through unapproved trade agreements
with suppliers.

The Agreement with Donholm Rahisi Stores was signed by the then
acting Managing Director, Mr. E. C. Birya and Mr. J. N. Otido a Finance
Accountant both of whom were not qualified to sign contracts of such
nature on behalf of the Company without the Board's authority.

The then Managing Director kept secret all Company's relation with
Donholm Rahisi Stores.

The Committee was informed that Mr. E. C. Birya and Mr. J. N. Otido had
since left the Company and further that M. K Roble (Donholm Rahisi Stores)
was being paid 18olo discounts contrary to the Company's policy of 57o.

The Committee further heard that the Distributor was paid the discounts
even when it did not meet the Trading Volumes set out by the Company,
and further that the payments were made in ten instead of thirty days as
per the Company's Policy.

Further, the Committee was informed that the case was referred to the
Kenya Anti-Corruption Commission by the Minister for Trade and Industry
and that Donholm Rahisi's Lawyer is Mr. Abdullahi Ahmednassir, who is
also the Chairman of the Kenya Anti-Corruption Advisory ddard. In this
regard, the Committee expressed concern on a possible conflict of interest
on the side of Mr. Ahmednassir.

The Committee resolved to invite Mr. Titus Barmasai, the former Managing
Director of EAPCC; Mr. E. C. Birya, former Acting Managing Director; and J.
N. Otido, former Financial Accountant; arld Rbdultahi Ahmednassir, the
Chairma4 of the Kenya Anti-Corruption Advisory Board to appear before
them on 20s April 2004.

I

a
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The Committee directed the Ag. Managing Director to provide to the
Secretariat copies of letters and Minutes of the Board approving the contract
between Donholm Rahisi Stores and The East Africa Portland Cement
Company on or before Monday 5s April 20O4.

uIIf. NO. tB$l2oo4 AIL'OI'RNUEITT

There being no other Business, the Chairman adjourned the meeting at
forty minutes past noon, until Monday 20e April 2OO4 at 9:30 A.M.

Hon. J.B.N. Muturi,
SIIIGED:

lcHArRMsNl

286 May,2004
DATE:

*

>
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MINUTES OF THE THIRTY.SEVEITTH SITTING OF THE PUBLIC
INVESTMENTS COMMITTEE HELD IN COMMITTEE ROOM NO. 7.
PARLIAJ}IENT BI,IILDINGS ON TUESDAY APRIL 20. 2OO4 AT l1:OO A. M.

PRESENT:

$ The Hon. J.B.N. Muturi, MP - Chairman
The Hon. W. Wamunyinyi, MP
The Hon. Gor Sungu, MP
The Hon. Ali Bahari, MP
The Hon. W. Oparanya, MP
The Hon. Otieno Kajwang,' MP
The Hon. Maina Kamanda, MP

ABSENT WITH A"POLOGY

The Hon. Sammy Weya, MP
The Hon. Henry Obwocha, MP
The Hon. K. M. Sang', MP
The Hon. Mahamud Abdi Mohamed

IIT ATTENDANCE

ITATIOITAL ASSEMBLY

Mr. M. R. Sialai
Mr. S. J. Njoroge

*

Senior Clerk Assistant.
Third Clerk Assistant.

MINISTRY OT'TRADE AITD INDUSTRY

Mr. Owen K. N. Makuu

OF.FICE OF THE

Senior Assistant Director of
Trade

CONTROLLER AND AUDITOR GENERAL

Mr. S. M. Muriuki
Mr. Hiram Waciira

Director of Audit
Assistant Director of Audit

INSPEICTORA TEOFSTATE CORFORATIONS:

Mr. Titus Muriithi - Senior Inspector
Mr. Kennedy Nyambati - Inspector

a
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MIN. NO. T86I 2CXr4 EVIDENCE

MrN. NO. tA7 l2oo,4 EVIDENCE: TRADE POLICY AND
PRACTICES OF THE EAPCC

The committee took evidence on the item. Mr. Abdullahi Ahmednassir
informed the Committee that in the light of the fact that he is the
Chairman of the Kenya Anti-Corruption Advisory Board, and the contract
case betweert East African Portland Cement Company (EAPCC) and
Donholm Rahisi Stores had been forwarded to the Kenya Anti-Corruption
Commission; of which the latter is acting for; that his law firm will
reconsider its status and position if the investigation revealed criminal
intent in the agreement to avoid the perceived conflict of interest.

He assured the Committee that he will not, as the Chairman of the Kenya
Anti-Corruption Advisory Board, interfere with the due process of the
case between EAPCC and Donholm Rahisi Stores, that is before the
Kenya Anti-Corruption Commission.

He further laid the following two papers before the Committee:-

(i) Copy of court plaint between Donholm Rahisi Stores (Plaintiff) and
EAPCC- (Defendant)

(iii) Copy of court Defence and counterclaim before Milimani
Commercial Courts Civil Suit No. 18 of 2OO4, of Donholm Rahis'
Stores (Plaintiff) versus EAPCC (Defendant).

Report of the Inepector Giencral (Corporations) on the Management
Practlces at the East African Portland Cement Company (EAPCCI -
March 2OO3.

Ms. Mary W. Ngari, the Acting Managing Director, East Africa Portland
Cement 

-Company, 
accompanied by Messrs. Musangi Mutua, H9ma1

Resource Uanagir; Rosemary Gituma, Acting Finance Manager; Caleb

Kapten, General Manager (Commercial); Sam M. Gatitu, Key Accounts
Manager, Titus Barmaiai, the former Managing Director; E' C- Birya,
formei Acting Managing Director; J. N. Otido, former Financial
Accountant, BApCC and Abdutlahi Ahmednassir, the Chairman of the
Kenya Anti-Corruption Advisory Board, appeared before the Committee
and gave evidenci on the Report on the Management Practices of the
East African Portland Cement Company (EAPCC), conducted by an

Inspectorate Audit Team, appointed by the Minister for Trade and
Industry in March 30, 2003.

+

*
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Further the committee heard that the parent Ministry was not aware of
any EAPCC Board meeting approving the contract.

The Committee directed Mr. Makuu the Ministry's representative to
accompany Mr. Birya in the presence of the current EAPCC management
to the EAPCC premises to access and avail the said contract/ agreement
to the Committee on the same daY.

Mr. Birya confirmed before the Committee that he misinformed the Board
during its sitting on Friday, June 13, 20O3, that he had effected discount
rates of 570, since he further went ahead to enter into an agreement
giving 18.9% discounts to Donholm Rahisi Stores.

The Committee observed with grave concern that Mr. Barmasai and Mr'
Birya were withholding evidence.

The Committee directed the Secretariat to liaise with the Office of the
Commissioner of Income Tax to establish whether and how much tax did
M/s M. K. Roble pay in the 20 months period ending February, 2003,
that EAPCC lost the amount of Kshs.671,604,154 through unapproved
credits to the Company.

In addition, the Committee resolved to invite Mr. John Kaura, former
EAPCC Chairman to its meeting to give evidence on the report at a later
date.

MIN. NO. taal200,4 AI'JOURNMENT.

There being no other Business, the Chairman adjourned the meeting at
twenty minutes past two O'clock, until Friday 23'a April 20O4 at 9:30
a.m.

Hon. J.B.N. Muturi, MP
SINGED:

(cHATRMANI

286 May,2OO4
DATE:

a
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MINUTES OF THE THIRTY.EIGHTH SIT:TING OF THE PUBLIC
INVESTMENTS COMMITTEE HELD IN COMMIT'TEI ROOM NO. 7
PARLIAIUENT BUILDINGS ON FRIDAY APRIL 23RD 2OO4 AT 10.35 A.M.

PRESENT

The
The
The
The
The
The
The

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

J.B.N. Muturi, M.P. -Chairman
Gor Sunguh, M.P.
W. Wamunyinyi, M.P.
Wycliffe A. Oparanya, M.P.
Otieno Kajwang', M.P.
Maina Kamanda, M.P.
Ali Bahari, M.P.

t

+

ABSENT WITH APOLOGY

The Hon. Henry Obwocha, M.P.
The Hon. Sammy Weya, M.P.
The Hon. Mahamud Abdi Mohamed, M.P
The Hon. K. M. Sang, M.P.

IN ATTENDAI{CE

NATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge

Mr. Alvin M. Gakere
Mr. G. G. Irungu

o

Senior Clerk Assistant
Clerk Assistant III

IUINISTRY OF TRANSPORT AND COMMUNICATION

Senior Deputy Secretary
Acting Chief Finance Officer

TREASTIRY

Mr. Festus W. Kingbri Assistant Secretary

FFICE Or. THE CONTROLLER AilD AUDITOR GEITERAL

Mr. Joseph K. M. Karua
Mr. Eston K. MMuthuri

Deputy Director of Audit
Auditor I
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MrN. NO. 1A9120,04 EVIDENCE

Reports and Accounts of Kenya Ports Authority for the Years
lggAlgg arrd 1-999|2OOO Accounts and the Certilicate thereon by
the Controller and Auditor Geaeral,

Mr. Brown M. M. Ondego, the Managing Director, Kenya Ports Authority
(KPA) accompanied by Messrs. Yobesh Oyaro, Financial Accounting
Manager; Mohamed Alawi Hassan, trgal Officer; Benjamin K. Mugambo,
Principal Civil Engineer and Mr. Stanley K. Murage former Permanent
Secretary, Ministry of Transport and Communication; Mr' Robert
Brenneisten former Chief Executive Officer, K.P.A.; Mr. Adam S. Marjan,
Consultant Quantity Surveyor, Davson and Ward; Eng. Maxwel O'
Odongo, Consultant and Managing Director, Multi Consult; Eng. C.
Gitahi, Consultant, Multiconsult and Eng. William Kalo a Consultant
with Multiconsult, appeared before the Committee and gave evidence on
the 1998/ 1999 and 1999 I2OOO Accounts of the Authority.

MrN. NO. 19012004 PARAGRAPH 1 OF THE I999I2OOO
ACCOUNTS. OPERATION AND MAilAGEMENT
CONTRACT

The Committee took evidence on the paragraph and heard that the
contract was hired in a rush in order to meet the World Bank's
recommendation that was then critical for the government to secure
funding.

The Committee asked the office of the Controller and Auditor General to
liaise with the management of K.P.A. to determine the correct amount
paid to Felixstowe Port Consultant Limited, and the reason(s) for
terminating the contract, and report to the'Committee in two weeks time.

MIN. NO. tgt12004 DEFERRED EVIDENCE
PARAGRAPH 1OF THE 1998/99
ACCOUNTS - EXTENSION AND
R"EFURBISHMENT OT XIPEVU
HEADOUARTERS

The Committee took great exception to the failure by Hon. James Nderitu
Gachagua to appear before them and give evidence despite having been
personally served with a summon from the Committee.

The Committee observed that it appears the project was abandoned due
to lack of feasibility study on the need for additional oflices and lack of
budgetary provision.

a
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The Committee resolved that an opinion of Ministry of Roads, Public
Works and Housing be sought on the payments made to Consultants,
particularly the Quantity Surveyor.

The Committee deferred taking evidence on the paragraph and resolved
that the former Managing Director Mr. Simeon Mkalla and Hon. James
Nderitu Gachagua of M/s Jagar Consultants appear at a later date.

MIN. IfO. t92l2(X)4 AL'OUR"ITTEI{T

There being no other business, the Chairman adjourned the sitting at
2.00 p.m. until Monday April 26tr, 2OO4 at 2.30 p.m.

Hon. J.B.N. Muturi, MP
SIGNED:

(CHAIRMAN}

28h May,2OO4
DATE:

t
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OF THE IRTY. NTH SITTITTG OF THE PUBLIC NVES

MMITTEE HELD IN COM TTEE ROOM
BUILDII{GS ON MONDAY APRIL 26TH. 2(X)4 AT 3.30 P.M.

I{o. 7 PARLIAJUEI{T

PRESENT

a The
The
The
The
The
The
The

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

J.B.N. Muturi, M.P.
W. Wamunyinyi, M.P.
Henry Obwocha, M.P.
K. M. Sang', M.P.
Otieno Kajwang', M.P
W. Oparanya, M.P.
Gor Sungu, M.P.

-Chairman

Senior Clerk Assistant
Clerk Assistant III

ABSENT WITH APOLOGY

The Hon. Sammy WeYa, M.P.
The Hon. Maina Kamanda, M.P.
The Flon. M. Abdi Mohamed, M.P.
The Hon. Ali Bahari, M.P.

IN ATTENDANCE

NATIONAL ASSEIIBLY

Mr. M. Sialai
Mr. S. J. Njoroge

MII{IsTRY OF LANDS GG

Ms. Judy M. Okungu

NATIONAL AI'DIT OFFICE

Mr. Eric O. Onyango
Mr. Boniface K. Muli

Commissioner of Lands

Deputy Director of Audit
Senior Auditor

MIN. nO. t9312o,04 EVIDEI{CE

Mr. Davy K. Koech, the Chief Executive of Kenya Medical Research

Institute (KEMRI) accompanied by Messrs. Dunstan M. Ngumo, Deputy
Director of Administration and Finance; Renson K. A' Kirui, Assistant
Director of Finance and Moses Sande Makhandia of M / s' Sande

Makhandia and Co. Advocates, appeared before the Committee and gave

evidence on the 1999/2000 Accounts of the Institute'

Report and Accounts of Kenya Medical Research Institute, for the
yeir 1999 | 2OOO and the Certiftcate thereoa by the Controller and
Auditor General,

a
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MIN. NO. 194/ 20,04 EVIDENCE: PARAGRAPH 1 oF 1999/2000
ACCO TS - STAFF HOUSING PROJECT

MIIII. NO. 195 2004 AII'OURITMENT

There being no other business, the Chairman adjourned the meeting at
ten minutes past five O'clock until Thursday 29h April, 2OO4.

Hon. J.B.N. Muturi, MP
SIGNED:

(cHATRMANI

28h May,2OO4
DATE:

The chief Executive informed the committee that he had instructed the
advocates to release the Kshs. l20,OOO,OOO.

The Committee deferred taking evidence on the paragraph until Friday
30fr April 2OO4, at 9.3O a.m. when the Nairobi City Council Town Clerl
would appear to clarify on sums of money that KEMRI owes to the
Council in respect of Plot No. L.R. 2O9 I 10683, Mbagathi, Nairobi, and
whether KEMRI had paid an amount of Kshs. 14,662,55T as Council
rates for the plot.

t
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MINUTES OF THE FORTIETH SITTING OT' THE PUBLIC NTVESTMENTS
COMMITTEE HELD IN COMMITTEE ROOM NO. 7 PARLIAMENT
BUILDINGS. OII F'RIDAY APRIL 3OTE 2OO4 AT IO.45 A.M.

a

PRTSENT

The
The
The
The
The
The
The
The

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

J.B.N. Muturi, M.P.
Henry Obwocha, M.P.
W. Wamunyinyi, M.P.
Gor Sunguh, M.P.
Sammy Weya, M.P.
Ali Bahari, M.P.
Otieno Kajwang', M.P.
Maina Kamanda, M.P.

-Chalrman

Senior Clerk Assistant
Cierk Assistant III

ABSEI{T WITH APOLOGY

The Hon. MAhamud Abdi Mohamed, M.P
The Hon. K. M. Sang', M.P.
The Hon. Wycliffe A. Oparanya, M.P.

IIT ATTEITDANCE

NATIONAL ASSEMBLY

TREASURY

Mr. Dominic Ndegwa

CITY COUNCIL OF NAIROBI

Mr. M. Sialai
Mr. S. J. Njoroge

MINISTRY O[' LIINDS AND SEI"TLEMENT

Mrs. J. M. Okungu Commissioner of Lands

Economist (DGIPE)

Town Clerk
Chief Council Valuer

Deputy Director
Asslstant Director
Director of Audit

M
M

r. F. R. Magaju
r. F. M. Muraa

KEIIYA NATIOT{AL AUDIT OFFICE

Mr. Eric O. Onyango
Mr. P. N. Njuguna
Mr. S. M. Muriuki

a
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Mr. Meshack S. Mashedi
Mr. Boniface K. Muli

Senior Auditor
Senior Auditor

INSPECTORATE Otr' STATE CORFORATIOI{S

Ms. T. K. Gachana
Mr. Simon Indumuli

Inspector
Inspector

MrN. NO. 196120,04 EVIDENCE:

Report And Accounts of Kenya Medical Research Institute (KEMRII
foithe Year I-999|2O(X) Accounts and the Certiflcate thereon by the
Controller And Auditor General.

Mr. Davy Koech, the Chief Executive, Kenya Medical Research Institute,
(KEMRI), accompanied by Messrs. Dustan M. Ngumo, Deputy Director,
Renson K. A. Kirui, Assistant Director, and Mr. Moses Sande Makhandia
of Sande-Makhandia & Co. Advocates appeared before the Committee
and gave evidence on the 1999/2OOO Accounts of the Institute.

MII[. NO. 197 EVIDENCE: PARAGRAPH I OF THE
199912o,o,0 AccouNTS. STAFF HOUSING
PROJBCT

The Town Clerk informed the Committee that the ownership of the Plot
LR.N.2O9I 10683, Mbagathi Road, Nairobi has not changed and it is still
under KUZA FARMS AND ALLIED LIMITED, and further that the only
payment that had been made in regard to council rates was Ksh'438,926
by the owner in 1993, leaving an outstanding balance of
Kshs.6,678,012.50 as at April, 2004.

He further informed the Committee that the Council had not received the
alleged amount of Ksh. 14,067,567.2O from any agent acting on behalf of
KEMRI in regard to the plot and that the authenticity of the receipts
should be verified.

He confirmed before the Committee that the property could not have
accrued Kshs. 14 million, as above, in such a short period, thus the
Iigure had been exaggerated.

l2of)4

The Committee directed the Town Clerk to verify the authenticity of the
receipts and provide the information in writing toffier witb copies of
Bank Statements, if any, in respect of payments of Kshs.14,07.*,067.2O
of Plot No. LR.2O9I10683, on Wednesday 56 May,20O4i,Mi;.Sande
Makhandia on Oath assured the Committee that hi will tr{rf,fEd all the
money held by him on behalf of KEMRI, back to KEMRI .\ccoEnts on

i
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MIN. NO. 198/2004: PAPERS D

The Town Clerk laid the following Paper before the Committee:-

- certified Account Record for Kuza Farms and Atlied Limited of
Account No.V1062620 of the City Council of Nairobi, as at 29 l04l04'

Further, Mr. Sande Makhandia laid the following papers before the

Committee:-

(r) Copyof letterdated 28l03l2OOO Ref. MSM/CNl608l2OOO;

(ii) Copy of letter dated 06l 04 I2OOO Ref' MSM/CN l608l2OOO;

(iii) Copy of letter Ref. KEMRI/ADM/l5/Vol'lll (388) dated 5e April'
2000; and

(iv) Copy of cheque No.00003/011OO1 |OL1234748669 in respect of
plot LR. No.209l 10683'

MIt{. NO. 199 EVIDENCE

Monday, 3'd May,2004, failure to which he will be held accountable and

made to pay. The Committee directed the officers from the Office of the

controller and Auditor General to conlirm the transfer and report to it.

Further,theCommitteedirectedthatMr'Makhandiashouldprovide:-

(i) Copies of letters forwarding the cheque of the payments of the

plot's council rates.

(ii) Letter or proof of communication from KEMRI authoring him to
make the payments.

(iii) Copies of letters between him and Rachier Advocates in respect to

the plot LR. No.209l 10683 and avail them on Friday 7h May' 2OO4

to the Committee Secretariat.

Report and Accounts of Kenya Rallwaye Corporatlon for the y-ear

ended 3o June, 1999 and the certlllcate thereon by the controller
and Audltor-General.

Mr. Andrew A. Wanyandeh, the Managing Director, Kenya Railways

Corporation; Mr. Oavid Bosire, Chief Accountant; Ms' Edith Jenkins'
Estate Manager; Mr. Thomas M. Ngira, Human Resource Manager; Mr'

a

259



Rodgers .W. Washika, Financial Accountant; Mr. Joster I. Onyango of
KenRail Consultants and former General Manager of Kenya Railways
Corporation appeared before the Committee and gave evidence on
Paragraphs 5 and 10 of the 1998/99 Accounts of the Corporation.

MIt{. NO.200/ 2004 .EVIDEI{CE: 
IRREGULAR ALLOCATION OF

LAND

The Commissioner of Lands confirmed to the Committee that the land
LR. No.209l 10683 and LR. No.2O9l6837 belongs to pangani Girls High
School.

The Committee directed the Commissioner of Lands to avail information
on the court case to the Committee and copies of the letter from the
Registrar of High Court (Nakuru) informing her to appear before the
Court for the case in respect of a case frled by Mr. Sam N. Obede.

r)

The Committee concluded taking evidence on the lgg|lgg Accounts of
the Corporation.

N. NO. I 2004 ADJOURNMENT

There being no other business, the Chairman adjourned the meeting at
Twent5r minutes past One O'clock until a later date.

Hon. J.B.N. Muturi, MP
SIGNED:

(cHATRMANI

28fr July, 2004
DATE:

26{)
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MINUTES OF THE FORTY.FIRST SITTING OF THE PUBLIC IITVES UEI{Ts
HELD nt coMMITTEE ROOMNO.7 PARLIA}TEIfTco

BIIILDINGS . ON THURSDAY MAY 2OTH 2OO4 AT 1().3 A.M.

PRTSENT

a
The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

Henry Obwocha, M.P. - Ag. Chalrman
Gor Sunguh, M.P.
Otieno Kajwang', M.P.
Maina Kamanda, M.P.
Mahamud Abdi Mohamed, M.P.

ABSENT UNTH AFOII)GY

IN ATTENDANCE

J.B.N. Muturi, M.P.
K. M. Sang', M.P.
Wycliffe A. Oparanya, M.P
W. Wamunyinyi, M.P.
Sammy Weya, M.P.
Ali Bahari, M.P.

NATIOITAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

The
The
The
The
The
The

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

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

MM. NO.2 ()2t2oo,4 CONFIRMATION OF MIIIUTES Or.
PREI1NOUS SITTIITGS

The Minutes of the l6e to 296 sittings of the Committee were confirmed
by the Members present and signed by the Ag. Chairman as follows:

(i) The Sixteenth Sitting held on Friday November 7s 2003, were
proposed by the Hon. Gor Sunguh, MP and seconded by the Hon.
Maina Kamanda, MP.

(ii) The Seventeenth Sitting held on Monday, November lOtl' 2003'
were proposed by the Hon. Gor Sunguh, MP and seconded by the
Hon. Otieno Kajwang', MP.

-

261



(irr) The Eighteenth Sitting held on Wednesday, November 12 2OO3,
were proposed by the Hon. Otieno Kajwang', MP and seconded b1'
the Hon. Marna Kamanda, MP.

(rv) The Nineteenth Sittrng held on Monday, November 13, 2003, were
proposed by the Hon. Gor Sunguh and seconded by the Hon.
Mahamud A. Mohamed, MP.

(v) The Twentreth Srttrng held on Friday, November 14 2003, were
proposed by the Hon. Marna Kamanda, MP and seconded by the
Hon. Otreno Ka.lwang', MP

(vi) The twenty-first Sittrng held on Monday, November 17 2OO3, were
proposed by the Hon. Otreno Ka..;wang', MP and seconded by the
Hon. Marna Kamanda, MP.

(vii) The Twenty-second Srttrng held on Thursday, November 2Ot 2OO3,
were proposed by the Hon. Gor Sunguh, MP and seconded by the
Hon. Otieno Kajwang', MP.

(viii) The Twenty-third Sittrng held on Friday, November 21, 2003, were
proposed by the Hon. Marna Kamanda and seconded by the Hon.
Gor Sunguh, MP.

(ix) The Twenty-fourth Sitting held on Monday, November 24 2OO3,
were proposed by the Hon. Gor Sunguh and seconded by the Hon.
Maina Kamanda, MP

(x) The Twenty-fifth Sitting held on Friday, November 28, 2OO3 were
proposed by the Hon. Maina Kamanda, MP and seconded by Hon.
M. A. Mohamed MP.

(xi) The Twenty-sixth Srtting held on Friday, December O5, 2O03 were
proposed by the Hon. Otieno Kajwang', MP and seconded by the
Hon. M. A. Mohamed, MP.

(xii) The Twenty-seventh Sitting held on Monday, December 08 2003,
were proposed by the Hon. Otieno Kajwang', MP and seconded by
the Hon. Maina Kamanda, MP.

(xiii) The Twenty-eighth Sittrng held on Monday December l5 2003 were
proposed by the Hon. Maina Kamanda, MP and seconded by the
Hon. Otieno Kajwang', MP.

a
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(xrv) The Twenty -Nrnth Sittrng held on Wednesday, February l l, 2003
were proposed by the Hon. Gor Sunguh , MP and seconded by the
Hon. M. A. Mohamed, MP.

MrN. NO. 2o312o,o,4 MATTERS ARISING

The followrng matters arose and the Commrttee resolved them as follows:

(i) That due to the short trme avarlable for the Commlttee to conclude
its work by July 3 I st 2004, as scheduled by the House, the
Commrttee would constrict its work, so as to meet the deadhne.

(i, Min. No. lO4l2OOg

That the Management o[ Kenya Power and Lightrng Company
(KPLC) should appear before the Committee at a later date along
with the followrng people rn relatron to the Company's contracts
with Independent Power Producers and the Report of the Technical
and Financral Audrt Committee (Nyanla Report)

Mr. Samuel Gichuru, former Managing Director
Mr. Justine Kimanr former Company Secretary
Mr. M A. Gupta
M/s M.O.H. Macdonald - Consultants

(iii) Mln. No. 131/2OO3

That the Committee should vrsit the Numerrcal Machining Complex
of the Kenya Railways Corporation at a Iater date.

MrN. NO. 2o,412o,o,4 PROGRESS ON THE VISIT TO THE
PARIHJUENT OF THE FEDERAL REPUBLIC
OF GERIVIAITY

The Committee was informed that arrangements to the proposed study
tour to the Bundestag were at advanced stage and that a tentattve date of
June 12d to 196 2004 has been set for the tour.

Members expressed need to also vrsrt State Parhaments of the Federal
Republic of German to appratse themselves on thelr operations during
the tour.

I
,
J
4

a

263



uur. I{o. 2o,sl2cx)4 AII,OURITMENT

There being no other business, the Chairman adjourned the meetrng at
twelve o'clock until Thursday , May 27tt, 2OO4 at 2.30 p. m.

Hon. J.B.N. Mutun, MP
SIGITED

CH.AIRIUAN

28s July, 2004
DATE.

a
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MIITUTES OF THE T'ORTY-SECOND SITTING OF THE PI'BLIC
II{VEATUENTS COMMITTEE HELD II{ COMMITTEE ROOU IfO. 7.
PARLIAU EI{T BTIILDII{GS . OIT MONDAY.MAY 24.2fi)4 AT 2.30 P.U.

PRESEITT:

a. The
The
The
The
The
The
The

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

J.B.N. Muturi, MP - Chalrmen
Mahamud Abdi Mohamed
Otieno Kajwang,' MP
Maina Kamanda, MP
Gor Sungu, MP
W. Oparanya, MP
Henry Obwocha, MP

ABSEITT

The Hon. W. Wamunyinyi, MP
The Hon. Sammy Weya, MP
The Hon. Ali Bahari, MP
The Hon. K. M. Sang', MP

IN ATTENDAITCE

ITATIOI|AL ASSEMBLY

Mr. M. R. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

Senior Clerk Assistant
Third Clerk Assistant.
Parliamentary Intern.

a

l

MINIATRY OF T'IITANCE

Mr. K. A. Ondieki- Deputy Director

IITSPECI1ORATE OF TE CORFORATIONA

Mr. E.M. Ngigi- Principal Inspector

XEITYA I{ATIONAL AI'DIT OFFICE

Mr. S. M. Muriuki- Director of Audit
Mr. Hiram Waciira- Assistant Director of Audit
Mr. Z. M. Onsando- Principal Auditor
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M[{. NO. 206120,0,4 EVIDENCE

Report end Accounts of thc Netionel Sociel Sccurity Fund for thc
Year 1998/99 And thc Ccrtificate thercon by thc Controllcr And
Auditor Geaerel

Mr Naftali O. Mogere, the Managrng Trustee, National Socral Securrty
Fund accompanred by Messrs; R. K. Lumbasyo, Deputy Managing
Trustee (Frnance and lnvestments), Anderson S. Ndwrga, Estates
Manager; F. Z. Moturr, lnvestments Manager, J. Akoya, Frnance
Manager, P M Weru, Chief Accountant; W.W. Mutonyt, Information
Technolory Manager; P. Kertany; Senror Accountant; Said Chitembwe,
Corporatron Secretary and Mrs Deborah A. Ongewe, Permanent
Secretary, Ministry of Labour and Human Resource Development
appeared before the Commlttee and gave evidence on Paragraphs 3 to 7
of the 1998/99 Accounrs of the Fund

MrN. NO. 207 120,0,4 EVIDENCE: PARAGRAPH 3
OF THE I99AI99 ACCOUNTS
NYAYO ESTATE EMBAI{ASI

The Commrttee heard that no feasrbrlrty study was conducted before the
purchase of the land L.R. No. 90421179 and that an amount of Ksh.
1 ,328,289 ,564 was spent rn purchase of the iand and design and
supervision of the project and that the marn contractor was M/s.
Mugoya Constructron Company.

The Committee further heard that the Board has resolved to hire a
drfferent contractor to revtve the prolect at Phases ll and III and further
filed a surt against M/s. Mugoya Construction Company, who has been
overpard by over Kshs 2.7 brllron as at now, for breach of contract.

The Committee also heard that the Fund would incur an extra
expendrture of Kshs. 3 billion rf the prolect is to be completed.

The Commrttee directed;

(i) The Managrng Trustee to avail a breakdown of the expenditure
of Kshs. | 32a,289,569 spent on the project.

a

a

(ii) The Permanent Secretary avails correct rnformation
rmplementation status of the 1Oth Report of the Committee.

on
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MIN, NO. 2oa12o,o,4 EVIDEIICE: PARAGRAPH 4 OF THE
r99Al99 ACCOUNTS - ABANDONED
PROJECTS

The Commrttee heard that Krleleshwa plot has been sold off at Ksh. 43
mrlhon ancl that plans are underway to sell off the remaining parcels of
land.

The Committee directed the Managing Trustee to avail information on the
initial costs of the properties, intended prrces of sale and valuation prices
of the same.

MIN. NO. 209 12oo,4 EVIDEI{CE: PARAGRAPH 5 OF THE
r99A199 ACCOUNTS - MACHAKOS
HOUSING

The Committee took evrdence and concluded on the paragraph.

MrN. NO. 2tO 1200,4 EVIDENCE: PARAGRAPH 6 OF THE
I99AI99 ACCOUNTS . KAREN HOUSIITG

The Committee heard that the project had been abandoned dnd that the
contractor, M / s Mugoya Construction Company had claimed a total of
171,534,985.65.

Evidence taken and concluded

MrN. NO. 21r12o,o,4 EVIDEI{CE: PARAGRAPH 7 OF THE
I99AI99 ACCOUNTS - DEFOSIT WITH THE
COISOLIDATED BAITK OF KETfYA

The Committee was informed that the Bank had pard the deposit in
installments and that as at 28n February, 2003, all the money had been
repaid.

MIN. !rO. 212120,0,4 PAPER LAID

The Chief Executive laid the followrng paper before the Committee:

A Copy of a list of contractors in respect of paragraphs 4 and 6 of
the 1998/99 of the Accounts of the Fund.
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mil. No.2t3lzu)4 DEFERRED EIIIDEI{CE:
PARAGRAPHS 8 - 13 OF THE L99AI99
ACCOT lrTS

The Committee deferred taking evidence on Paragraphs 8 to l3 of the
1998/99 Accounts of the Fund until a later date.

uIIt. NO.214l2qr4 AI'JOI'RNUENT.

There being no other business, the Chairman adjoumed the sitting at ten
minutes past five O'clock until Thursday,2Tb May,2OO4.

Hon. J.B.N. Muturi, MP
SIGITED

CHAIRilAN

28u July, 2004
DATE.

t

I
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MIITUTEA OF THE FORIY.THIRD SITTITG OF THE PT'BLIC EIITE
COUUITTEE HELD IN COU ROOU ilO. 7. PARLIA,UEITT
BIIILDII|GS. ON TIil'RSDAY. NAY 27. 2004 AT 9.30 A.U.

PRESENT

) The
The
The
The
The
The

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

J.B.N. Muturi, MP - Chdrnu
Mahamud Abdi Mohamed
Sammy Weya, MP
Ali Bahari, MP
Gor Sungu, MP
K. M. Sang', MP

W. Wamunyinyi, MP
Otieno Kajwang,' MP
Henry Obwocha, MP
W. Oparanya, MP
Maina Kamanda, MP

NATIONAL ASSEUBLY

ABSENT

The
The
The
The
The

Hon.
Hon.
Hon.
H6n.
Hon.

IN ATTEI{DANCE

I

Mr. M. R. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

- Senior Clerk Assistant.
- Third Clerk Assistant.
- Parliamentary Intem.

UIIfIATRY OF FINAI|CE

MS. Lucy W. Gitundu - Senior Accountant

INSPECTORATE OF ATATE CORFORATIONA

Ms. Joyce M. Wesonga - Senior Auditor

KEIYYA I|ATIOIfAL AI'DIT OTFICE

Mr. E.O. Onyango
Boniface K. Mulli

- Deputy Director of Audit
- Senior Auditor
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OTHER WITITESSES

Mrs. Judrth M. Okungu
Ms. Naomr Samba

- Commrssioner of Lands
- Former Transport Officer, KMTC

MrN. NO. 2t512o,o,4 EVIDENCE

Rcport end Accounts of thc Kcnya Mcdicel Treining Collcge for the yeer
1996197 end thc Certilicetc thcrcon by thc Controller And Auditor
Gencrel

Dr. John Kibosia, Director, Kenya Medical Training College accompanied
by Messrs. J. J O. Ombayo, Finance Manager; Silas E. Njeru, Pnncrpal
Supphes Officer; John Isaac Obiye, Human Resource Manager; Patterson
E. Midambo and David O.Ondeng' of Regional Administration and
Academic respectively appeared before the Committee and gave evidence
on Paragraphs I to 3 of the 1996197 Accounts of the College.

MrN. NO. 2t6t2@4 EVIDENCE: PARAGRAPH 1 OF THE
19961 97 ACCOUNTS- T'IXED ASSETS

The Committee expressed concern for failure by the Ministry of Health to
send a representative to the meetlng.

The Commrttee heard that Plot LR No. 209114269-78 (South Hill Mess) was
allocated to prrvate developers and that title deeds were issued, and further
that the title deed in respect of plot LR No. 1 1597 (Machakos - Kenya Israeli
Campus) is in the name of Masaku County Council.

The Committee was also rnformed that letters of allotment in respect of
Residential Plots Nos. Nakuru Municipality/Block 121262,263, and 283
were withdrawn vide the letter of l2d November, 1999, by the
Commissroner of Lands.

The Committee heard that National Museums of Kenya had engaged
private surveyors and curved out a portion of land LR No. 1160/ 13
without consent of the College.

The Committee directed the Drrector together with the Commissioner of
Lands to pursue the case agalnst Kenya National Museum in respect of
Plot LR. No. I 16O/ 13 with the view to having a regrant that addresses
the interests of the two institutions.

I
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MrN. NO. 217 12o,o,4 ADDITIONAL INFORMATI oIt

The Committee directed the Commissioner of Land to provide the
followrng information by Friday, 4s June, 2004;

(,) The name(s) of the Allotee(s) of plot LR. No. Nakuru Municipality
/Block 12/264.

(u) The status of Garissa MTC plot.

MIN. NO. 2lBl 2OO4 - EVIDEI{CE: PARAGRAPH 3 oF THE
t996197 ACCOUNTS COLLEGE VEHICLES
HELD IN A PRWATE GARAGE

The Committee noted with grave concern that the then Executive Officer
had not drawn a Local Servrce Order as required before the vehicles were
driven/towed for repair, and further that the parent Ministry and the
Management of the College had been hesitant in following up the case to
have the vehicles recovered.

The Committee was further rnformed that the vehicles could have been
sold off by the owner of the garage vide a Kengo Ga.z,ette notice No. 628 of
29h October, 1999 by Henna Investments Auctioneers.

The Committee directed the Drrector to follow up the case and report
progress by Friday, 46 June 2004.

MrN. NO. 219120,0,4 ADDITIONAL INI'ORI}IATION

The Committee drrected the former Executive Officer, Ms. Naomi Samba
to avarl the following informatron by Monday, 7ft June, 2004;

(i) Copies of the letter written by the garage Director requestrng to
reparr the vehicles

(ii) Copy of her letter of interdrction

(iii) A wrrte-up in response to lssues raised by the Commlttee

r
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MrN. r{o.220t2oo4 AI\IOI'RNMENT

And there being no other business, the Chairman adjourned the Sitting
at ten minutes past one O'clock, until Friday, 28ft May, 2004 at 9.3O
A.M.

Hon. J.B.N. Muturi, MP
SIGNED

CHAIRilAN

28ft July, 2004
DATE

a

t

!
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MIITUTES OF THE FORTY. URTH SITTII{G OF THE PUBLIC

IITVESTMENTS COMMITTEE HELD IN COMMITTEE ROOM N 7.

PARLIAIIIENT BT'ILDIilGS ON T'RI MAY 28TE 2OO4 AT 11.45 A.Dr.

a

PRESEITT

The
The
The
The
The

ABSENT

The
The
The
The
The
The

J.B.N. Muturi, MP - Chalrman
W. Oparanya, MP
W. Wamunyinyi, MP
K. M. Sang', MP
Sammy Weya, MP

Henry Obwocha, MP
AIi Bahari, MP
Mahamud Abdi Mohamed
Maina Kamanda, MP
Gor Sungu, MP
Otieno Kajwang,' MP

NATIONAL ASSEMBLY

Hon.
Hon.
Hon.
Hon.
Hon.

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

IN ATTENDANCE

Mrr{. I{o.22

Mr. M. R. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

112o,(J4

Senior Clerk Assistant.
Third Clerk Assistant.
Parliamentary Intern.

COI|FIRUATIO IT OT'MII{UTES

Minutes of the thirtieth, thirty-first, thirty-second, thirty-third, thirty-
fourth, thirty-fifth, thirty-sixth, thirty-seventh, thirty-eighth and thirty-
ninth Sittings were conlirmed by Members present and 'signed by the
Chairman as follows:

(i) The Thirtieth Sitting held on T\resday, February 24, 2OO4 were
proposed by Hon. Wycliffee Oparanya, MP and seconded by the
Hon. Kipkorir Sang, MP

(ii) The Thirty-frrst sitting held on Wednesday, February 25,2OO4 wete
proposed by Hon. Kipkorir Sang, MP and seconded by the Hon.
Wycliffee Oparanya, MP.
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(iii) The Thirty-second sittrng held on Thursday, February 26, 2OO4
were proposed by the Hon. Wafula Wamunyinyr, Mp and seconded
by the Hon. Kipkorir Sang, Mp.

(iv) The Thirty-thrrd sittrng held on Thursday, March 04 2OO4 were
proposed by Hon. Wycliffee Oparanya, Mp and seconded by the
Hon. Wafula Wamunyrnyi, Mp.

(v) The Thirty-fourth sitting held on Tuesday, March 23,2004 were
proposed by the Hon. Kipkorir Sang, Mp and seconded by the Hon.
Wycliffe Oparanya, Mp

("i) The Thirty-fifth srtting held on Thursday, April 1 2OO4, were
proposed by the Hon. Wafula Wamunyrnyi, Mp and seconded by
the Hon. Kipkorir Sang, Mp.

(vii) The Thirty-sixth sitting held on Friday April, 02 2OO4 were
proposed by the Hon. Wycliffee Oparanya and seconded by the
Hon. Wafula Wamunyinyi, Mp

(viii) The Thirty-seventh Sitting held on Tuesday Aprrl 20, 2OO4 were
proposed by the Hon. Wafula Wamunyrnyi and seconded by the
Hon. Wycliffee Oparanya, Mp.

(ix) The Thirty-eighth sittrng held on Friday April 23,a 2OO4, were
proposed by Hon. Wycliffee Oparanya, Mp and seconded by Hon.
Wafula Wamunyinyi, MP.

(x) The Thirty-ninth srttrng held on Monday Aprrl 26, 2OO4 , were
proposed by the Hon. Kipkorir Sang, Mp and seconded by Hon.
Wycliffee Oparanya, MP.

MIN. NO. 22212oo4 MATTERS ARISING

The following matters arose and the Committee resolved on them as
follows:

1. Mln. No. O9l

l}

2004

That, the Committee had directed the Teachers Service
Commission to seek post-facto authority to regularise the single
sourcing by writing to the Treasury through the Mrnistry of
Education.
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2. Mln. No. lSl2OO4

That, the Natronal Oil Corporatron should avail information in
wrltlng on the breakdown of costs on the:-

(r) Perimeter wall
(rr) Partitioning of office

3. Min. No. L6/2OO4

That the National Oil Corporation had written to the Secretariat on
the issue of stocks as directed by the Commrttee.

4. Min. I[o. 35l2OO4

That, even after being directed by the Committee to provide
rnformation in writing on the name of the alleged land allotee and
steps taken by the Corporation towards obtaining a title deed for
the piece of land, the Managing Director of National Water
Consrevatron and Pipeline had not yet responded.

5. Min. No.46 2o,o,4

That Mr. John Kaura, the former Chairman of the East African
Portland Cement should not be summoned as earlier decided since
the evrdence given by the others was conclusive.

6. Min. No. 49l2OO4

That the Kenya Ports Authority management had written to the
Committee and requested to appear at a later date.

MIN. NO.223 12o,o,4 ADJOURNMENT

And there being no other business the Chairman adjourned the sitting at
twenty-five minutes past noon until Friday June 04, 2OO4 at 9.3O a.m.

Hon. J.B.N. Muturi, MP
SIGNED:

(cHATRMAN)

28d July, 2004
DATE:
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UINUTES OF THI FORry-FIFTH G OF THE PUBLIC NN'EATHEI|TA
EOUUITTEE HELD IIY COUUITTEE ROOM NO. 7. PARLIAilENT
BT'ILDIIGA Oil FRIDAY JT'NE 11rg 2(x)4 AT 1O.O5 A.M.

PREAElIT

The
The
The
The
The
The
The
The
The

ABSEITT

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

J.B.N. Muturi, MP - Chdrmu
Abdi M. Mohirmed, MP
Otieno Kajwang,' MP
Maina Kamanda, MP
Gor Sungu, MP
W. Wamunyinyi, MP
Ali Bahari, MP
K. M. Sang', MP
Sammy Weya, MP

O

D

The Hon. Henry Obwocha, MP
The Hon. W. Oparanya, MP

IN ATTENDANCE

I|ATIOI|AL A.SSEUBLY

Mr. M. R. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

Senior Clerk Assistant.
Third Clerk Assistant.
Parliamentary Intern.

UII{ISTRY OF LAAOT'R AITD HI'UAIT RESOT'RCE DEVEII)PUET{T

Mrs. Deborah Ongewe

TREAAURY

Mr. Kennedy Ondieki

Permanent Secretary

Deputy Director (DGIPE)

KEIIYA ITATIOI{AL AT'DIT OFFICE

Mr. Hiram Waciira
Mr. Zachaia Onsando

Assistant Director of Audit
Principal Auditor

I
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INSPECTO RATE OF STATE CORPORATIoNs

Mr. Edward M. Ngigi Principal InsPector

MIN. No.224t20M EVIDENCE

Auditor General

MIN. NO.22 st2o,o,4 EVIDENCE: PARAGRAPH 8()F
THE 199a199 ACCOUNTS LOANS AND

DEPOSITS IT{ NATIONAL BANK OF

MIN. NO.226t2o,o,4 EVIDENCE PARAGRAPH 9: COM
ANCE CONTRACT

Report arrd Accounts of Natlonal Social Securitv Fund for the year

LggAlggAccounts and the Certificate thereon ti tUe Controller and

Mr. Naftali Mogere, the Managing Trustee, National Social Securiff Fund;

accompanied by Messrs. Ms 
"R'*K Lumbasyo' DeDutv Managing Trustee

(Finance and Investme.rt"i,-rttntis lr{oturi' Irueitments Manager' Said

Eirlt.-U*., Corporation d."ttt"ry, Anderson-Ndwiga' Estate,s lvlanager'

James Akoya, fi.trn.e 
- 

tvtat'agtr, Wycliffe Motonyi' Information

i".n".f.g, fta".r.g"., pt if.*o" rJit""y; Senior Accountant' and Patrick

Weru, Chief Ac"ountant appeared- before the Committee and gave

.uid..r.. on the 1998/99 Accounts of the Fund'

The Managing Trustee informed the Committee that' as per the

recommendations of trr" sJ a;J 1Otr' Reports of the committee' the Fund

h^t "i.ra. 
converted the loan together with accrued interests to a

Kshs.235 million Non-Cumuiative Preference Shares in the National

Bank of Kenya.

The Committee concluded taking evidence on the paragraph'

h
t

The Managing Trustee informed the Committee that the Sub-Contractor'

M /s Tandam Park Consultants had sued the Fund for breach of contract

^,{i;;;[# 
F;.,.Jil p"t up its defence and won the case and had

since sued the contractJr for 
'non-completion of work and the case is

pending in court.

The Committee further heard that the Director of M / s Tandam Park

Consultants were Mr. Tony Gachoka and his wife'

The Qommittee deferred taking further evidence on the paragraph and

resoived that Mr. oruia 
- 
ft4""Tfta, the then Managing Trustee should
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appear before the Committee at a later date to explain why he enteredinto a contract with the co_ntractor without competitive bidding and whyhe contracted an unqualified contractor for computer maintenance for
the Fund.

The Committee also resolved that Mr. Tony Gachoka should appear alongwith the management of the Fund.

The committe; further directed the Managing Trustee to provide a copyof the Internal Audit Report of the Fund-in "respect 
of the consultaniy

service.

MIN. I{O. 227t 2o,o,4 ENCE: PARAGRAPH 10. XAITGEMI
HOUSIITG PROJECT

The Committee concluded taking evidence on the paragraph

MI!T. No.22At2004 EVIDEITCE: PARAGRAPH 1 1. MEMBERS'
CONTRIBUTION ACCO NT

iltliJ. NO.229l20(x- EVIDENCE: PARAGRAPH 12 - RECOVERY
OF RENT

Avail to the Committee, a list
departments owing rent to the Fund.

of the various government

Names of directors of Azania Hotels Ltd.

The commiltee was informed that the Fund had instituted measures to
ensure that the funds in the Suspense Accounts were transferred to therightful owners accounts and further that the amount now stands atabout Kshs. I billion from the initial total of Kshs.7, 3OO,O0O,O0O.

The Committee concluded taking evidence on the paragraph.
I

The committee was informed that the Fund has been abre to recover
Kshs.221,705,267.1O in rent arrears but has been unable to recover afurther Kshs. 134 million from M/s Azania Hotels Ltd in respect of HazinaPlaza Mombasa and Kshs.42,T57,73g.36 owed by government
departments.

The committee further heard that the directors of Azania Hotels Limitedare Kassim Owango and Company. The Committee directed the
Managing Trustee to:

ll.

The Committee concluded taking evidence on the paragraph.

i
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uu{. ro.229l2q)4 DE E1IIDEN
ON AND o }I R

MIN. I{O. sol AI)JOURI{MENT

Hon. J.B.N. Muturi, MP
SIGNED.......

ICHAIRMAN)

28ft JulY, 2004
DATE...........

The Committee deferred taking evidence on the paragraph and resolved

that t.l.e Permanent Secretary in the Office of the President should

.pp"., before the Committee it t ltttt date to explain why vehicle KA'l

s2'8c has not been surrendered back to the Fund'

The Committee directed the Managing Tnrstee to' provide- copies of all

;;;";;;;e.;ce with the ofhce of thi President in resPect of the vehicle'

1

t

There being no other business, the Chairman adjoumed the meeting at

twenty minutes past twelve O'clock until a later date'

I
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MINUTES OF THE FORTY. SIKTH SITTING OF THE PUBLIC INVESTMENTS
COMMITTEE HELD IN THE OFFICE OF THE EMBASSY OF THE REPUBLIC
OF KEITYA BERLIN GERMANT ON MONDAY JUNE 14rri' 2004 AT 10.30
A.M.

PRESENT

The Hon. J.B.N. Muturi, M.P.
The Hon. Gor Sunguh, M.P.
The Hon. W. Wamunyinyi, M.P.
The Hon. Otieno Kajwang', M.P.
The Hon. Ali Bahari, M.P.
The Hon. Sammy Weya, M.P.
The Hon. K.M.Sang, M.P
The Hon. Wycliffe Oparanya, M.P
The Hon. Maina Kamanda, M.P

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge

-Chairman

Senior Clerk Assistant
Clerk Assistant III

a

fSTAFF OF THE EMBASSY OF THE REPUBLIC OF KENYA BERLIN

Mr. Frost Josiah
Mr. Muthaa
Mr. Eshikuta
Mr. Kosure

- Ambassador
- Administration Officer
- Protocol Officer
- Trade, Investment and
Tourism Promotion Officer

MrN. t{o. 231 2oo4 MEETING WITH THE AMBASSADOR AND
STAFF OF THE EMBASSY OF THE REPUBLIC
OF KEI{YA IN BERLIN

The delegation paid a courtesy call on the Ambassador and staff of the
Kenya Embassy in Berlin and was informed that the Kenya -German
relation is at their best.

Further the Committee was informed that German-Kenya trade in
volume stood at over Ksh. I.26 billion and that Germany is Kenya,s
fourth largest trading partner taking 8% of all Kenya,s .*po.ts. Economic
cooperation is mainly on agriculture, education and health with imports
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from Kenya being mainly on coffee, tea' fruits' vegetables and flowers'

Kenya has the biggest t;t;; share of 25Yo in the German flower tnarket'

C..i,""vi",r,. #o".ta'" largest consumer of Kenyan Coffee'

Further,theCommitteeheardthatunavailabilitvofsuf[icient'reliable
and economical cargo "p;:;i; tht Ktt'y"' mtrket significantly impedes

on enhanced exports a potttttiul markets as the fees charged are

exorbitant compared to other markets'

Further, underdeveloped infrastructure, inadequacy of comprehensive

i.gi.i.,ii- and ins..u.ity in Kenya, were singled out as the utmost

impediments to investments'

MIN. NO .232120,0'4

MIN. No.233t200,4

BUNDESTAGI

ADJOURNMENT

Hon. J.B.N. Muturi, MP

ITHE

The all-Germany Bundestag is composed of at least 656 Members of

whom 328 are elected ir-, if,TCo""tituencies and a further 328 via lists of

..rraiar,." drawn up by politicai parties in each land or federal state'

if,.' ortgoing Presidint'con'.t't" iht first sitting of the Bun-destag :I9t
r"i., trr"" sd aays after the election. Until a new President (Speaker) ts

elected, the oldest rrr.-u.t of the Bundestag chairs the meeting-

A;;;;Ji"g to tradition, the largest parliamentary groln !!Tin"!::,-1
candidate for the seat' Five Vice--Presidents who form a Presidium assrst

the President.

After the general election, parties with a view to electing the Federal

C-i,^rr..rf..- by secret L"irot f'ora negotiations' The person 
- 
is then

"pp"i",.a 
by ih" Fede.rl President and iworn in before the Bundestag'

There being no other business, the Chairman adjourned the meeting at

15.OOhrs until Tuesday 1Sft June 2004 lO 00 a m'

SIGNED:
(cHAJRMANI

28s July, 2004
DATE:
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MINUTES OF THE FORTY.SEVE NTH TTING Or. E LIC
TITVESTMENTS COMMITTEE HELD IN NEUER JUN FERN TIElG
GERf,TANY ON TUESDAY JUNE 15TH,2 aT 12. oo P.M.

PRESENT

The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.

J.B.N. Muturi, M.P. -Chalrnan
Gor Sunguh, M.P.
W. Wamunyinyi, M.p.
Otieno Kajwang', M.p.
Ali Bahari, M.P.
Sammy Weya, M.p.
K.M.Sang, M.P
Wycliffe Oparanya, M.p
Maina Kamanda, M.p

TIONAL ASSEMBLY

a

IN ATTEI{DANCE

ITA

Mr. M. Sialai
Mr. S. J. Njoroge

Senior Clerk Assistant
Clerk Assistant III

M G WITH E GERMAN TEA
ASSOCIATION IGTAI

MEETING WITH A.T'RICA
ERMAI{. AFRICAB SI ASSOCIATION

MIIT. NO. 234t

MI . l{o. 23sl 2o,o,4

I
The committee was informed that the Association engages in research andpromotion of tea and links German tea importers to tea 

-br6kers 
and producersin the international tea trade. GTA is arso represented in the European Unionnegotiation of trade tariffs and setting of tea siandards for the eu mart<e1.

I*.:^._Tit,]:€ wa-s implored to promote assertive and rigorous involvement byKenyan tea agencies in the negotiations for setting standirds for penetration tothe EU market as onus of promoting tea lies with iespective Governments.

The committee was informed that the German Verein brings together peoprefrom different sectors and rinks them to different investrients" poteniial inAfrica. _The organization whose membership is approximately sOb conductsresearch on investments opportunities in Africa and se s 'these ideas tointerested parties in Germany for investments.

I
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aDulg!ilErr
Thcre being no other busirr:ss, the Chairman^ adjoumed the meeting at

lS.OOhre uirtil Wednesday 15o June 2OO4 1O'0O a'm'

i
Hon. J.B N. Muturi, MP

SIOIfED:
lcrrArly^rl
28th July, 2004

DATE:

:

\

I
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MINUTES OF THE FORTY-EIGHTH SITTING OF THE PUBLIC
INVESTMENTS COMMITTEE HELD IN BERLIN GERMAIfY o!r
WEDNESDAY JUNE 16TH,2OO4 AT 10.OO A.M.

PRESENT

?The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.

J.B.N. Muturi, M.P. -
Gor Sunguh, M.P.
W. Wamunyinyi, M.P.
Otieno Kajwang', M.P.
Ali Bahari, M.P.
Sammy Weya, M.P.
K.M.Sang, M.P
Wycliffe Oparanya, M.p
Maina Kamanda, M.P

Chairman

IN ATTENDANCT

NATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge

Senior Clerk Assistant
Clerk Assistant III

ARE!TCY INTERNATI ONAL REPRESENTATTVESTRANSP

MIN

Dr. Muzonga Koda

Ms. Chantal Uwimama
Mr. Babatunde Olugboji
Mr. Nelso Muffuh

NO.2S7 I2o,o,4

Executive Director for Africa
and the Middle East
Charg'ee de Programmes
Programme Officer
Programme Officer

MEETING WITH REPR"ESENTATIVES
OF TRANSPARENCY INTERNATI I{AI

The Committee heard that Transparency International was started in
-1993 

and is presently active in 27 Countries with a department, which
focuses on Africa.

Transparency International engages in the promotion of democracy and
good governance through:

. Coordination of anticorruption efforts,

. Capacity building,
o Collaboration with international and regional partners, like Nepad,

Gopac, etc
o Monitoring of elections, 1
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o Civil advocacy,
o Lobbying for assets recovery,
o Combating corruption in Arms trade
o Calling politicians to account
. Campaigning for greater access to information

MIN. NO.23A 12o,o,4 MEETING WITH A PARLIAIUENTARY
coMMITTEE ON AI'RICAI{ AFFAIRS

The Committee was further informed that.in the year 2002, Kenya was
ranked as the world's 6ft most corrupt country with a corruption index of
1.9. with the public sector being singled out as leading in the vice.

The Committee has 23 Members and does not directly engage in
questioning the running of public affairs since the Court of Audit
conducts the Audits and seeks explanation on contentious issues.

MrN. NO. 259t20,o,4 ADJO ENT

There being no other business, the Chairman adjourned the meeting at
16.00hrs until Thursday lTtrr June 2004 10.00 a.m.

Hon. J.B.N. Muturi, Mp
SIGNED:.......

(CHAJRI|TANI

28th July, 2(X)4
DATE:...........
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MI
COMM
2004 AT 10.oo A.M.

PRESENT

OF THE FORAY-NINTH
Ir{ ERLIN

GO THE PUBLIC INVES'TMEN s
ON AY JUNE 17'H'

The Hon. J.B.N. Muturi, M.P. -Chalrman
The Hon. Gor Sunguh, M.P'
The Hon. W. WamunYinYi, M.P.
The Hon. Otieno Kajwang', M.P.
The Hon. Ali Bahari, M.P.
The Hon. SammY WeYa, M'P.
The Hon. K.M.Sang, M.P
The Hon. Wycliffe OParanYa, M.P
The Hon. Maina Kamanda, M.P

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge -

MIN.NO.24012004

IBDII

The BDI is the umbrella organization for industrial businesses and

industry-related service-providtrs. As the representative of the interests

of industry, the BDI cooidinates the views and recommendations of its
members.-li provides information covering all fields of economic policy.

The BDI thus supplies support for businesses for task of keeping pace

with the intensive competition resulting from globalization'

Senior Clerk Assistant
Clerk Assistant III

MEETING WITH OFFIC OF THE
G c BERS oF coMM ERCE AND
IITDUSTRY IDHIKI AND FEDERATION OF
G INDUSTRY AND EURS
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MIT{t,TES OF THE FIFTIETH SITT}
GERCOMMITTEE HELDIN BERLIN ,, it{c o

AT 10 oo A.M. IIANY.,

PRESENT

THE PUBLIC INVESTMENTS

N FRIDAY JUNE 18rE 200,4

)hairmal

Ierk Assistant
Senior C-i"1^rr1 111

Cierk As.

NATIO NAL ASSEMBLY

r. M. Sialai
r. S. J. Njoroge

42120,04

MIN. No.243 2o,o4

SIGNED:

DATE:

The Hon. J.B.N. Muturi, M'P' -(
The Hon. Gor Sunguh, M'P'
The Hon. W. WamunYinYi, M'P'
The Hon. Otieno KajwanC', M'P'
The Hon. Aii Bahari, M P'

The Hon. SammY WeYa, M'P'
The Hon. K.M.Sang, M'P
The Hon. WYcliffe OParanYa, M'P

The Hon. Maina Kamanda, M P

IN ATTENDANCE

M
M

MEETI cIALSI OF

MINI
G HOF

o LABO

ADJOURNMENT

Hon. J.B.N. Muturi,

(CHAIRMANI

28n JulY, 2004

MIN. No.2

The Ministry formulates and- j-,1"*.nts policieser""?:t"U: 

"ilff;T:
economics and also promott investments in t
Ministry, is a commission frel i*""i'"t't" *1''o"6 membershiP is 

'drawn
from succe ssful local b;;;E 

""' ;.".-#;'wio 
- 

ilpie sent the inve stments

interest of the Federal Government in all forums'

There being no other business, the Chairman adjourned the m€eting at

iS.OOfr.".r"r',tii R.id.y 25s June 2Oo4 9'3O a'rn'
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ullr. rfo.241l2qr4

There being no other bu
1s.OOhrs until Ftiday 1!

JOURI|UEIYT

1o June 2,

Hon. J, uri, MP

CIIAI,.
hrr^m2gt!J ' t

,uly,2OO4.....

\" Chainnaa adjourned the meeting at
siness, a0O4 IO'OO a'm'

SIGIIIED:

DATE:

(

1
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MI OF THE FIFTY.FIRST SITTING OF THE PUBLIC I E!TTS
COMMITTEE HELD NT COMMITTEE RooM No. 7 PARLIAMEITT
BUILDINGS ON FRIDAY JUNE 25TH,2OO4 AT 10.45 A.M.

PRESENT

t
The
The
The
The
The
The

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

J.B.N. Muturi, MP - Chairman
Abdi M. Mohamed, MP
Maina Kamanda, MP
W. Wamunyinyi, MP
Ali Bahari, MP
Sammy Weya, MP

ABSENT

The Hon. Otieno Kajwang,' Mp
The Hon. Gor Sungu, Mp
The Hon. Henry Obwocha, Mp
The Hon. W. Oparanya, Mp
The Hon. K. M. Sang', Mp, Mp

IN ATTENDANC E

NATIOT{AL ASSEMBLY

Mr. M. R. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

Senior Clerk Assistant.
Third Clerk Assistant.
Parliamentary Intern.

MINISTRY OF HEALTH

Mr. Felix M.M Karimba Ag. Chief Finance Officer

TREASURY

Mr. F.E.K Kihara Senior Principal Personnel Officer)

KEI{YA N TIONAL AUDIT OFFICE

Mr. Boniface K. Muli
Mr. S.M. Muriuki

Senior Auditor
Director of Audit
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IN RATE OF STATE RPORATIONS

Mr. Edward M. Ngigi Principal InsPector

MIN. T{o.24412o{J4 EVI EI{CE

MIN. No-24512004 ADDITION IN

The Committee directed the Chief Executive
fees paid to lawyers including M/s Nyakundi

Report and the Accounts of Kenyatta )Iatlonal Hospltal for,the y-ear

]-il5ils9 and the Certlflcate theieon by the controller and Auditor

General

Dr. Florence M ' Musau, Director of Kenyatta Na'tional Hospital

accompanied by Messrs.: 'Nrrrki M*it'zi, Advocate; Alice N' Kindlgl'

Fi;;;";; Maimrina M. Itambo, Ag' Deputy 
-Director 

(Administration); F'A'

b;;b., Personnel & Trainin[; John o Auma' Supplies; Samson

Ni,"t""al, Audit; C.K. Mutua,*Maintenance & Transport; Jame-s M'

Irtt'unoithania, Planning; Peter lvi. Akuno, Finance and Anne G'W' Nkiru'

Chief Finance Officer, Ministry of Health appeared before the Committee

..rJ g"* evidence on the acco'unts of the Htipital for the year 1998199'

f

o

to submit a list of the legal
by gtt July 2O04.

MIN. ilO 2461 EVIDEI{CE: PARAGRAPH 6()F
199 99 IIT OF AIT

OFFIC r.OR THE oN-
CHAIRMAN

The Committee directed the Chief Executive to give a write-up to the

Committee on the issue of any approval of payments made and any

records available concerning the leasing of the office of the non-executlve

Chairman on or before 2"d July 2004'

The Committee concluded taking evidence on the paragraph'

MIr{. N - 247 EVIDEN PARAG 7 OF THE
998 co TH r. TOY

HIACE VAI{ I(AD 858M

The Chief Executive was directed to remove the vehicle from Fixed Assets

to a Loss Account or any other such Account because the vehicle is non-

existent as a Fixed Asset.

The Committee concluded taking evidence on the paragraph'

I
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Mrrr. IYo.248 12o,o,4 ENCE: PARAG 8 OF THEEvI
l99Bt99 AC UNTS UT{ACCOUNTED f,'oR
IT CHE,OUES .806- s50.oo

s

The chief Executive informed the committee that the corporation hadnow put control measures to control future disapp.".".r". of NHIF
cheques.

The committee further heard that there was other unaccounted for NHIF
cheques totalling to Kshs.9O million that were revealed by the Hospital,s
Internal Audit team after investigation.

The chief Executive was-directed to expeditiously follow the case againstthe suspect(s) implicated in the disappearance 
-of 

ch.qu." to its rlogicai
conclusion.

The Committee concluded taking evidence on the paragraph.

MIN. No .248t20,o,4

Hon. J.B
sIGilED.......

ADJOURNMEITT

.N. Muturi, MP

There being no other business, the chairman adjourned the meeting atforty-frve minutes past noon until Friday, Juty 2oa 2OO4 at 9.30 ".-. 
"

)

28e July, 2004
DATE...........

(cHArRruANl

)
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PRESEITT

The Hon. J.B.N. Muturi, M'P' 'Chairman
The Hon. Gor Sunguh,'M'P'
The Hon. W. WamunYinYi, M'P'
The Hon. WYcliffe A. OParanYa, M'P'
The Hon. Otieno Kajwang', M'P'
The Hon. Ali Bahari, M.P'
The Hon. SammY WeYa, M'P'
The Hon. K. M. Sang', M.P'

CE

NATIONAL BLY

Mr. M. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

TR"EASURY

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

- DePutY Director (DGIPE)

(

IN

Mr. K.O. Ondieki

TROLLER AND D RGOFFICE OF THE coN

Mr. Hiram Waciira
Mr. Zack,aria Onsando

Assistant Director of Audit
Principal Auditor

INSPECTORATE OF STATE CORPORATIONS

Mr. E.M Ngigi

OTHER WITT{ESSES

Mr. Dave Mwangi

Mr. Mwenda

Principal Inspector

Permanent Secretary, Office of
the President
Chief Finance Officer, Office of
the President

I
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MIr{. r{o. 250120,0'4 EVIDENCE

t

Report and Accounts of National Social Security Fuad for ih: Y-:*
Lgg8,lgg and the Certlllcate thereon by the Controller and Auditor
General

Mr. Naftali Mogere, Managing Trustee of the National Social Security

Fund accomp"ii.a by Melsis:- Rachel Lumbasyo, Deputy- Managing

Trustee (Finance & Investments), Said Chitembwe, Corporation

Secretary, Wycliffe Mutonyi, IT Manager, Patrick Weru Chief Accountant

"pp."r.d' 
before the Committee and gaue evidence on the 1998199

Accounts of N.S.S.F.

The Permanent Secretary in the Office of the President, Mr' Dave

Mwangi, laid the following paper before the Committee with respect to
paragraph 13 of 1998/99 Accounts:

Correspondence relating to the vehicle KAC 828G'

MrN. NO. 251120,04 DEFERRE D EVIDENCE
PARAGRAPH 9 0F 1998 t99
coMPUTER MAINTENANCE CONTRACT

The Committee deferred taking evidence on the paragraph to a later date'

MIN, No.25212o,o4 EVIDENCE

PARAGRAPH 13 OF THE 1998 199 ACCOUNTS
POSSESSION AND USE OFM R

VEHICLES

The Permanent secretary in the office of the President informed the

Committee that the molor vehicle Landrover 1 10 series registration
number KAC 828G was loaned out to the office of the President but
never returned to the Fund as it was involved in an accident in Marsabit
and was written off.

The Committee heard that the Office of the President is making plans to

ensure that the Fund is duly compensated.

The Committee concluded taking evidence on the paragraph'

MIN. NO. 253/2004 PAPERS LAID
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IIt.Ig. tt4r3m{ - lllrounxxExT

And there being no othcr bueinecs, the Chairmen adjourned thc sitting
et 4: OO p.m. until Tuepday July 6tb,2AA4 at 9.30 a.m.

Hon. J.B.N. Muturi, MP
EIOiED:

(cHfinrfl0

28tt July, 2O04
DATB:
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MINUTES OF THE FIFTY THIRD SI I{G OF THE PUBLIC IIITIESTMEITTE
HELD IN COMMITTEE ROOM t{o.7 PARLIA}I EITTCOMMITTEE

BUILDINGS . ON TUESDAY . JULY 6rH, 2004 AT 10.3() A.M.

PRESENT

a The
The
The
The
The
The
The

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

J.B.N. Muturi, M.P. -Chairman
Gor Sunguh, M.P.
W. Wamunyinyi, M.P.
Otieno Kajwang', M.P.
Ali Bahari, M.P.
Sammy Weya, M.P.
K.M.Sang, M.P

ABSENT WITH APOLOGY

The Hon. Wycliffe Oparanya, M.P

IN ATTENDANCE

NATIONAL ASSEMBLY

r. M. Sialai
r. S. J. Njoroge
s- S. Maritim

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

M
M
M

MIITISTRY OF HEALTH

Mr. Edward Kimari Deputy Chief Finance Officer

TREASURY

Mr. Festus W. King'ori Assistant Secretary

OFFICE OF THE CONTROLLER AND AUDITOR GENERAL

Mr. Boniface Mulli
Mr. Stanley Muriuki

Senior Auditor
Director of Audit

I
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MIN. NO.255 12o,o,4 EVIDENCE

The Committee noted with concern
keeping of records in the Fund.

Report and Accounts ofthe National Hospital Insurance Fund (NHIF)
for the Year 1997 198 and the Certificate thereon by the Controller
and Auditor General.

Dr. Hassan M. Adan, the Chief Executive, National Hospital Insurance
Fund accompanied by Messrs. Jacinta Mwangi, Manager Accounts,
David Mulli, Manager Planning, Lawrence Ondari, Maniger Finance,
Richard Kerich, Chief Finance Officer appeared before the Committee
and gave evidence on the 1997 11998 Accounts of N.H.I.F.

The committee heard that the difference in the two sets of records was
as a result of non-inclusion in the schedules of the stamps sold by
cheques and not collected by employers.

3

MIN. NO 256l 2oo,4 EVIDEI{CE: PARAG RAPH 1 OF THE
L997 I I998 ACCOUNTS - ACCURACY OF
ACCOUNTS

The Committee expessed concern on the inaccuracy of the Fund,s
Accounts, which the National Audit Office disclaimed due to wrong
accounting procedures used by the Fund. There were several c."." oi
double accounting and understatements of the Fund,s income.

The Committee concluded taking evidence on the paragraph.

MIN. t{o. 257 12o,o,4 EVIDENCE: PARAGRAPH 2 0F 1997 lL99A
ACCCOUNTS- SALE OF STAMPS. N.H.I,F
HEAD OFFICE

that there was improper book-

The Committee concluded taking evidence on the paragraph.

MIN. NO.258/ 2o,o,4 EVIDET{CE: PARAGRAPTI 3 OFt997 I r99a
ACCCOUNTS. cERTIFICATE OF
COI{TRIBUTIOIT lccPt

The committee heard that the amounts shown in the Accounts under
review and the figures on the General Ledger were not tallying because
the revenue collected in the Area offices by use of ccp was not-recorded,
therefore, omitted in the ledger.
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The committee noted that this was a case of improperly kept records and

directed the chief Executive to update their records so that the issue

does not recur.

The Committee concluded taking evidence on the paragraph'

Mrtf. t{o.259t2o04 EVIDENCE: PARAG RAPH 4 OF L997 lt99A
ACCCOUNTS. LATE CONRIBUTIONS

The Committee heard that the difference between the figures shown in
the Accounts and the Receipt Vouchers .occurred due to non-inclusion of
the Late contributions .eceipt" relating to Area offices in the general

ledger.

The chief Executive assured the committee that all Area offices are now
automated and that the issue will not arise again.

The Committee concluded taking evidence on the paragraph'

MIN.r{O 60l2ur4 EVIDENCE: PARAGRAPH 5 oF 1997 98
ACCOUNTS PENALTIES

The Committee heard that the penalty figure reflected in the accounts
under review was understated.

The Chief Executive was asked to avail to the Committee the correct
records by 14tr' July 2004.

MIN. NO .26rt2004 EVIDENCE: PARAGRAPH 6 OF 1997 198
ACCOUNTS- LONG TERM IITVES MENT

The Committee heard that shares held by the Fund in the Consolidated
Bank have not yielded any returns since the Bank had not made any
prolits and had therefore not declared dividends.

The Committee concluded taking evidence on the paragraph.

MIN. ITO,262 2oo4 EVIDENCE: PARAGRAPH 7 OF 1997 198
ACCOUI{TS- SHORT TERIU IITVESTMENT

The Committee heard that the Fund had deposited its surplus funds in
financially distressed institutions some of which collapsed with the
Fund's money. However, the Fund has been able to recover some money
through its lawyer.

I

I
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The Chief Executive was asked to provide the Committee with the name
of the law firm that was contracted to recover some money from Euro
Bank.

The Committee concluded taking evidence on the paragraph.

urN.IYO. 265120,04 EVIDENCE: PARAGRAPH 8 OF 1997198
ACCOUNTS . SUNDRY DEBTORS

The Committee directed the Chief Executive to furnish it *,ith an up-to
date record of the Fund's outstanding imprests on or before July 14th
2004.

The Committee concluded taking evidence on the paragraph

uII{. r{o 264120,0,4 EVIDENCE: PARAGRAPH 9 & lO OF 1997 l9A
ACCOUNTS- CASH IN TRANSIT AND CASH
BALANCES

The Committee expressed its discontent in the way the Fund handled its
accounts and the fact that it did not keep financial reconciliation
statements to depict the true picture of its financial status.

The Chief Executive was directed to provide a write up on or before July
l4tr, 2OO4 to the Committee giving more information on the two
paragraphs.

The Committee concluded taking evidence on the paragraph

MIIT . IIO. 265/ 2o,o,4 PAPERS LAID

The following papers were laid before the Committee with respect to
various paragraphs of 1997 198 Accounts: -

(i) A list of Imprest holders as at 20e November 1997 /98 in respect of
paragraph 8.

(ii) A brief on Audit Queries for the 7997 /98 Accounts

MIIT . NO.266t 2o,o.4 ATIY OTHER BUSIITESS

The following issues came up and the Committee resolved on them as
follows: -

?

(

a
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(i) Irreeular curement of furniture

t

The committee was concerned that the Fund irregularly awarded

LANTEK a contract for supply of furniture, in the year 2001'

TheChiefExecutivewasaskedtowritetotheCommitteeandfurnishthe
it rvith the full details of the contract with M / S Kasha & Brothers and

names of its directors.

t

(ii) Smart Card Prolect

(iii) Public Sensitizatlon Pro iect

The committee heard that rhe Fund has embarked on a public

sensitization project of the Fund.

(iv) Alle d maloract lce et the Fund

Mrrr. No.267 12o,o,4 AI)JOURNMENT

Hon' J.B.N. Muturi, MP
SIGIIED:......

(CHAIRMANI

28th JulY, 2O04
DATE:..........

TheCommitteeheardthatthesmartcardprojectnevertook-offbecause
it turned out to be expensive and that the Fund instead resolved to go for

Iaminated cards, $'hich it contracted through open tendering and

competitive biddinq.

The chief Executive informed the committee that a journalist had

approached him threatening to expose him on alleged malprac-tice^and

.ni".u.rrg..t ent of the Fund and- demanded a bribe, which the Chief

Executive declined.

The chief Executive was asked to write to the committee and provide the

name of the journalist and the suPKEM official who had approached him
on the same, and report the case to the Kenya Anti-Corruption
Commission for action to be taken.

There being no other business, the Chairman adjourned the meeting at
fifteen minutes past two O'clock until Friday July 9d 2OO4 at thirty
minutes past nine O'clock.

t
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MINUTES OF THE FIFTY T'OURTH SITTING OF THE PUBLIC
IITVESTMENTS COMMITTEE HELD IN COMMITTEE ROOM ITO. 7
PARLHIUENT BIIILDINGS OIT FRIDAY JULY 9TIT. 2OO4 AT 1O:25 A.M

PRTSENT

The
The
The
The
The
The

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

J.B.N. Muturi, M.P. -Chairman
Gor Sunguh, M.P.
Wafula Wamunyinyi, M.P.
Otieno Kajwang', M.P.
Ali Bahari, M.P.
Sammy Weya, M.P

?

ABSENT trIITH APOLOGY

The Hon. Wycliffe Oparanya, M.P
The Hon. K. M. Sang', M.P

IIT A CE

NATIONAL ASSEMBLY

r. M. Sialai
r. S. J. Njoroge
s. S. Maritim

Mr. Orina Gichana
Mr. Joseph Karuma
Mr. Hiram Waciira
Mr. Zacharia Onsando

OTHER WITNESS ES

Mr. Simeon Mkalla
Hon. Nderitu Gachagua -
Mr. D. W. Masika
Mr. Tony Gachoka

Mr. Kennedy Ondieki - Deputy Director

XEITYA NATIONAL AUDIT OFFICE

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

Auditor-in-Charge
Deputy Director of Audit
Assistant Director of Audit
Principal Audit

Former Managing Director, KPA
Proprietor, M/s Jagar Consultants
Former Managing Trustee NSSF
Director, M/S Tandam Park
Consultants

c

M
M
M

TREASURY
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IllrN. No. 26412o{),4 EVIDEI{CE

Report and Accounts of Kenya Ports Authority for the year l99Bl99
and the Certificate thereon by the Controller and Auditor General

Mr. Brown M.Ondego, the Managing Director, Kenya Ports Authority
accompanied by Messrs. Yobesh Oyaro, Financial Accounting Manager;
appeared before the Committee and gave evidence on the 1998199
Accounts of Kenya Ports Authority.

MIN. NO 269120,0,4 EVIDENCE: PARAGRAPH 1 OF THE l99Bl99
ACCOUNTS - EXTENSION AND
REFURBISHMENT OF KIPEVU
HEAI'OUARTERS

The Committee observed that the project was abandoned due to lack of
feasibility study on the need for additional offices and lack of budgetary
provision.

The Committee observed with great concern that the then Managing
Director acted contrary to the Board's decision to pay up the sums once
construction work had been started, and that he deliberately declined to
give this information to the preceding Board's meeting, and further that
he went ahead to make the payments.

The Committee concluded taking evidence on the paragraph.

Mrn. No 270120,0,4 EVIDENCE

Report and Accounts of National Soclal Security Fund for the year
l99Bl99 and the Certitlcate thereou by the Controller and Auditor
General

Mr. Naftali Mogere, the Managing Trustee, National Social Security Fund
(NSSF) accompanied by Messrs. Rachel Lumbasyo, Deputy Managing
Trustee, Wycliffe Mutonyi, IT Manager, Said Chitembwe, Corporation
Secretary, Micheal Mwalo, Senior Supplies Officer, Patrick Weru, Chief
Accountant, Kiano Maina, Head of Suspense, appeared before the
Committee and gave evidence on the 1998/99 Accounts of N.S.S.F.

t
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Mrr[. No. 27tl20M EVIDENCE: PARAGRAPH 9()F199al99
UNTS COMPUTER MAII{TEI{AITCE

CONTRACT

The chief Executive was asked to write to the committee and confirm
whether there were any Board minutes approving the contract and

submit this by 12e July, 2004.

He was also asked to provide any available records on the paragraph and

submit the same on or before the above said date.

The Committee concluded taking evidence on the paragraph'

MIN. No.27212o,o.4 PAPER LAID

The following paper was laid before the committee with respect to
paragraph 1 of S9al99 Accounts of the KPA: -

Bills of Quantities for KPA from M/S Jagar Consultants'

MI!I. NO 27312o,o,4 ADJOURNMENT

And there being no other business, the chairman adjourned the meeting
at 2.00 pm until Friday July 16th 2004 at 8.00 p'm.

Hon. J.B.N. Muturi, MP
SIGNED

(cHAJRIlrANl

28s July, 2004
DATe...........

The committee observed that the contract for computer Maintenance
was irregularly awarded to M/S Tandam Park Consultants without open

competitive bidding and that M/s. Tandam Park consultants were not

computer experts.
?

t

a
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MINUTES OT' THE FIT'TY.FIFTH SITTIIfG OF THE PUBLIC IITVESTUENTS
COMMITTEE HELD AT T{YALI BEACH HOTEL POOL ROOM ON FRIDAY
16rH 2OO4 AT 1O:OO A.M

PRESENT

t The Hon. J.B.N. Muturi, M.P. - Chalrman
The Hon. Gor Sunguh, M.P.
The Hon. Wafula Wamunyinyi, M.P.
The Hon. Otieno Kajwang', M.P.
The Hon. Ali Bahari, M.P.
The Hon. Wycliffe Oparanya, M.p.
The Hon. K. M. Sang', M.P.
The Hon. Sammy Weya, M.P

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

?
KEI{YA NATIONAL A

MIN. NO.

Paragraphs:

Mr. S. M. Muriuki
Mr. Hiram Waciira

27412o,o,4

The Committee considered
recommendations as follows:

lKe
1996/97 Accounts

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

UDIT OFT'ICE

Director of Audit
Assistant Director of Audit

RECOMMEITDATIONS

and approved the final draft

rte Authorit

1.0
2.O
3.0
4.O
5.0
6.0

Accuracy of the Accounts
Survey of Airports
Contracts
Misuse of temporary imprests
Investments
Stocks

t
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7.O
8.O

Work in Progress
Cash and Bank Balances

Paragraphs

2. National Houslns CorDoratlon
1998 199 Accounts

1.0
2.O
3.0
40
5.0
6.0
7.O
8.0
9.0
10.0 -

Financial Position
Fixed Assets Value
Debtors
Cash and Bank Balances
Irregular allocation of land
Net public debt
Diesel Gas Oil Shortage
Irregular use ofcredit and charge cards
Irregular payment of sitting allowances
Subsidiaries comPanies

t?

1.0
2.O
3.0
4.0
5.0

Outstanding loan arrears
Irregular award of contracts
Pavment of USD. 63,400
Terms and Conditions of Service
Irregular PaYments

National Hoeoltal
19 8 99 Accoun

Short-term Investments
Work-in-progress
Debtors
Fixed Assets
Irregular award of contract - Kshs 383,800,000
LeaJing of an ofltce for non-executive Chairman
Theft of Toyota Hiace van - KAD 858M
Unaccounted for NHIF cheques

4. Kenva RailwavsCorooratlon
1998 /99 Accounts

Paragraphs

3 Ken

Paragraphs

1.0
2.O
3.0
4.O
5.0
6.0
7.O
8.0

!

s
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5. Kenva Sucar Development Fund
1999 I2OOO Accounts

Paragraphs

1.0
2.O
3.0
4.O
5.0

Tissue Culture Program
LoanS to Sugar Companies
Legal fees
Busia Sugar Company
Outstanding Imprests

6. Kenva Portg Authorltv
1999 12000 Accounts

Paragraphs

Operation and Management Contract- Mombasa container
terminal
Software Development Contract
Procurement of spares
Supply and Installation of Computer Hardware and Software
Contract

1.0 -

2.O -
3.0 -
4.O -

7 . Ilatlonal Water Coneenratlon end Ploel ine Corooratlon

1.0
2.O
3.0
4.O

Paragraphs

5.0
6.0
7.O
8.0
9.0
10.0
1 1.O

1998199 Accounts

Deficit
Water Debtors
Other Debtors
Fixed Assets Register
Accrued Expenses
Repayment of Long Term Loan
Procurement
Procurement of machinery and equipment
Njoro Water Treatment Plant
Rongai Intake
Work-in-progress - Kirandich Dam project

i
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urrf. Ifo. 27El2qr4 - ADTOI RI{XENT

And there being no other Business, the Chairman adjourned t}e meeting
at 8.30 p.m, until Saturday July lTtr'2004 at 8.00 am'

Hon. J,B.N. Muturi, MP
SIGI{ED

lcHArRuArrl

28o July, 2OO4
D^Tt...........

I
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MII{UTES OF THE FIIPTY-SIXTH SITTING OF THE PUBLIC NTVESTMENTA
COMMITTEE HELD AT I{YALI BEACH HOTEL POOL ROOM ON SATURDAY
TE JIJLY (X)4 AT 9:1 A.M.

PRESENT

t The Hon. J.B.N. Muturi, M.p.
The Hon. Gor Sunguh, M.P.
The Hon. Wafula Wamunyinyi, M.p
The Hon. Otieno Kajwang', M.p.
The Hon. Wycliffe Oparanya, M.p.
The Hon. K. M. Sang', M.p.
The Hon. Ali Bahari, M.P

ABSEilT WITTI APOIl)GY

The Hon. Sammy Weya, M.p

IN ATTENDANCE

NATIONAL ASSEMBLY

r. M. Sialai
r. S. J. Njoroge
s. S. Maritim

Chairman

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

M
M
M

KEI{YA 1YATIONAL AUDIT OFFICE

Mr. S.M. Muriuki
Mr. Hiram Waciira

Director of Audit
Assistant Director of Audit

t

MIN. NO.276l 2oo.4 RECOMMENDA TIONS

MORNING SITTING

The Committee considered and approved the final draft
recommendations as follows:

l. Kenva Medical T College
1996/97 Accoun tS
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ParagraPhs

1.0
2.O
3.0
4.0

Fixed Assets
Depreciation on Fixed Assets

Coilege vehicles held in private garage

Debtors
f

2 Teachera Servlces CoEmlssion
1998 199 Accounts

ParagraPhs

1.0
2.O
3.0
4.0
5.0

- Financial Position
- Partitioning of Bima House Olfices

- Commissioi offices at Bazaar Plaza

W;o.ng .".o,"tit'g1'eatment of accumulated savings

- sot"f,glast damiges compensation

.f Natlonel Soc lSecurl
19 8 99 co nts

ParagraPhs

tv Fund

1.O
2.O
3.0
4.0
5.0
6.0
7.O
8.0
9.0
10.0
1 1.0
t2.O
13.0

- Financial Position
- Purchase of Land - Athi River

- NYaYo Estate - Embakasi
- Abandoned Projects
- Machakos Housing
- Karen Housing
- 6"p."i,s withtonsolidated Bank of Kenya

- t-L" ""d 
deposits in National Bank of Kenya

- ComPuter Maintenance Contract
- Kangemi Housing Project

- Uembers Contribution Account
- Recovery of rent
- possession and use of motor vehicles

Others

Irregular award of Insurance brokerage and underwriting servtces'

ADJO T
MIN. No.277 2o,o,4

And there being no other business' the Chairman adjourned the Sittrng

"i 
*.f". O'clock until afternoon at 3 O0 p'm'

,l

I
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AFTERNOOil SITTING

PRESENT:

\

The
The
The
The
The
The
The

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

J.B. Muturi, M.P -Chairman
Ali Bahari, M.P
Wafula Wamunyinyi, M.P
Paul Sang, M.P
Otieno Kajwang, M.P
Gor Sunguh, M.P
Wycliffe Oparanya, M.P

ABSENT WITH AFOLOGY

The Hon. Sammy Weya, M.P

IN.ATTENDAITCE

NATIONAL ASSEMBLY

r. M. Sialai
r. S. J. Njoroge
s. S. Maritim

Mr. S.M. Muriuki
Mr. Hiram Waciira

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

Director of Audit
Assistant Director of Audit

and approved the final draft

M
M
M

KENTYA NATIONAL AUDIT OFFICE

MrN. NO.27At2o,o,4 RECOMMENDATIONS

The Committee considered
recommendations as follows: -

1 Kenva Medical Research Institute
1999 /2OOO Accounts

Paragraphs

Staff Housing Project
Pension Scheme Contributions
Abandoned project

1.0
2.O
3.O

t
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2. Kcnva Suear Board
t999 /2000

Paragraphs
/

1.O
2.O

Medical Scheme and Allowances
Private registration of vehicle no. KAJ 791S

3. Natlonal Hosoital Insurance Fund
1997 198 Accounts

Paragraphc

1.0
2.O
3.0
4.O
6.0

Accuracy of Accounts: Balance Sheet
Sale of Stamps - NHIF Head Office
Certificate of Contribution
Penalties
Short Term Investments

MIIT. NO 279t2o,o,4 DEF'ERRED PARAGRAPHS

The Committee deferred making recommendations on the following
paragraphs: -

1. Natlonal Hoeoltal Insurance Fund
1997 /98 Accounts

Paragraphe

5.0
7.O

long Term Investments
Sundry Debtors
Cash In Transit - Kshs 1 1,702,205.1O &
Cash Balances

2 Keava Porta Authoritv
L998 199 Accounts

Paragraph

1.O - Extension and Refurbishment of Kipevu Headquarters

e
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3. National Oil Corooration of Kenva
1997 198 Accounts

Paragraphs

Work in Progress
Stocks
Fixed Deposits
Cash and Bank Balances

4. East African Portland Cement Comoanv
Manaqement Practlces at EAPCC

Iseues

1.O - Trade Policy and Practice
2.O - Staff Appointments, Promotions & Dismissals

MrN. NO 2g012o,o,4 COMMITT EE VISIT TO KENYA PORTS
AUTHORITY

The Committee made inspection tour to Kenya Ports Authority to be
briefed on the Extension and Refurbishment of the Kipevu Headquarters
as queried in the 1998199 Accounts of the Kenya Ports Authority
(paragraph l)

The Committee learnt that there was no urgent need for extension and
additional floors in the Authority and that that had there been a need to
do that, it would have been more economical to build new offices for the
Authority on a land adjacent to the Headquarters.

The Committee was able to tour the Port area and was shown some of
the obsolete cranes that are to be replaced and was informed that two of
the newly procurred Cranes would arrive in eight months time.

MIN. I{O .241t2o,o,4 ADJOURNMENT

And there being no other business, the Chairman adjourned the meeting
at 8.30 p.m. until Friday July 23td 2oo4 at 9.0O a. m.

Hon. J.B.N. Muturi, MP
SIGNED:

(CHAJRMANI

28e July, 2O04

1.0
2.O
3.0
4.O

DATE:
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MINUTES OF THE FIFTY-SEVENTH SITTING OF THE PUBLIC
II{VESTMENTS COMMITTEE HELD II{ COMMITTEE ROOM I{O. 7
PARLIAMENT BUILDINGS. ON FRIDAY 23RD JULY. 2OO4 AT 1O:3O A.M

PRESENT

The
The
The
The
The
The
The

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

J.B.N. Muturi, M.P. -

Gor Sunguh, M.P.
Wafula Wamunyinyi, M.P
Otieno Kajwang', M.P.
Ali Bahari, M.P.
Wycliffe Oparanya, M.P.
K. M. Sang', M.P.

Chairman

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

FFICE

Director of Audit
Assistant Director of Audit

RECOMMElTDATIOI{S

and approved the hnal draft

4

ABSENT WITH APOLOGY

The Hon. Sammy Weya, M.P

IN ATTENDANCE

NATIONAL ASSEMBLY

r. M. Sialai
r. S. J. Njoroge
s. S. IVlaritim

Mr. S.M. Muriuki
Mr. Hiram Waciira

MrN. no. 2a212o,o,4

M
M
M

KENTA NATIONAL AUDIT O

The Committee considered
recommendations as follows: -

1 . Natlonal Hosoital Ins ce Fund
t997 /9A Accounts

Paragraphs

5.O
7.O

Long Term Investments
Sundry Debtors
Cash In Transit - Kshs 11,7O2,2O5.1O &,
Cash Balances
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2. Ken aPo Authori
1998 199 Accounts

Paragraph

1.O - Extension and Refurbishment of Kipevu Headquarters

3. l{ational Oll Co tlon of KenYe
1997 198 Accounts

Paragraphs

Work in Progress
Cash and Bank Balances

M il. Ito.283 2 DEFERRED PARAGRAPHS

(i) Natlonal Otl Corooration of Kenva
19 /98 Accounts

Paragraph

2.O Fixed Deposits

(ii) East Afrlcan Portlend Cement
Management Practices at EAPCC

Igsueg

1.0 - Trade Policy and Practice
2.0 - Staff Appointments, Promotions & Dismissals

(iii) Kenva Power and Liehtlng Comoanv

I3sues

1.0 - Auditing of Accounts and compliance with Government
Financial Circulars

2.0 - KPLC and Independent Power Producers (lPPs)

Kenve Ports Authorltv

Tender for Supply of Cranes

1.0
4.0

t
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MII|. ItO. 244120,0,4 AITY OTHER BUSINESS

The following issues came up and the Committee resolved on them as
follows: -

Telkon Kenya (Ltdf Tcnder

The Committee was concerned that the Telkom illegally awarded a tender
for the second telephone operator to a Chinese Iirm without following the
correct tendering procedures.

The Committee, therefore, resolved to summon the Telkom management
and thereafter the Minister for Information and Communication.

uIII. NO.28sl 2CXr4 AD\,OURNMErfT

And there being no other business, the Chairman adjourned the meeting
at 12.30 p.m until Monday 26thJuly 2OO4 at 3.00 p. m.

Hon. J.B.N. Muturi, MP
SIGNED:.......

(CHAIRTANI

28e July, 2O04
DATE:..........

I
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MINUTES OF THE FIFTY.EIGHTH SITTING OF THE PUBLIC INVESTMEITTS
COMMITTEE HELD IN COMMIT'TEE ROOM NO. 7 PARLIAMEITT
BUILDINGS. ON MONDAY 26TII JULY. 2OO4 AT 4:3O A.M

PRESENT

The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi, M.P. - Chairman
Gor Sunguh, M.P.
Wafula Wamunyinyi, M.P.
Otieno Kajwang', M.P.
Wycliffe Oparanya, M.P.

ABSENT WITH APOIOGY

The Hon. Sammy Weya, M.P
The Hon. Ali Bahari, M.P.
The Hon. K. M. Sang', M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge
Ms. S. Maritim

KEITYA NATIOITAL AUDIT OT'F.ICE

Mr. S.M. Muriuki
Mr. Erick O. Onyango

MrN. NO.286/ 20,04

The Committee considered
recommendations as follows :

Senior Clerk Assistant
Clei< Assistant III
Parliamentary Intern

Director of Audit
Deputy Director of Audit

RECOMMENDATIONS

and approved the final draft

1 Kenya Ports Authority
Tender for Supply of Cranes

2. Eaet African Portlaud Cement
Management Practices at EAPCC

Iegueg

1.0 - Trade Policy and Practice
+
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2.0 - Staff Appointments, Promotions & Dismissals

3. Natlonal Oll Corooratlon of Kenva
1997 /98 Accounts

Paragraph

2.0 - Fixed Deposits

4. Kenva Power and Llshtlns Comoanv

Iaeues

1.O - Auditing of Accounts and compliance with Government Financial
Circulars

2.0 - KPLC and Independent Power Producers (lPPs)

MIN. NO. 287 12o,o,4 ADJOURNMENT

And there being no other business, the Chairman adjourned the meeting
at 5.30 p.m until Wednesday July 28e July 2OO4 at 10.00 a.m.

Hon. J.B.N. Muturi, MP
8IGilED:

(cHArRMAnl

286 July, 2004
DATE:
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MINUTES OF THE FIFTY.NINTH SITTING OF THE PUBLIC IITVESTMEITTS
COMMITTEE HELD IN COMMITTEE ROOM I{O. 7 PARLIAMENT

J

BUILDINGS ON WEDNESDAY JULY 28TH 2004 AT 11.30 A.M.

PR"ESENT

The following Members of the Committee were present: -

The
The
The
The
The
The
The
The

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

J.B.N. Muturi, M.P.
Gor Sunguh, M.P.
Otieno Kajwang', M.P.
K. M. Sang', M.P.
Wycliffe A. Oparanya, M.P.
W. Wamunyinyi, M.P.
Sammy Weya, M.P.
Ali Bahari, M.P.

NATIONAL ASSEMBLY

Mr. S. J. Njoroge
Ms. S. Maritim

Chairman

Clerk Assistant III
Parliamentary Intern

IN ATTENDANCE

KEIYA NATIONAL AUDIT OFFICE

t

Mr. Erick O. Onyango Deputy Director of Audit

Mr!r. No. 2aal2gw COI{FIRMATION OF PRE1IIOUS
SITTIITGS

The Minutes of the Fortieth to Fifty Eighth Sittings of the Committee
were confirmed by the Members present as a true reCord of what
transpired and signed by the Chairman as follows:

(i) The Fortieth Sitting held on Friday April 30th 2004, were proposed
by the Hon. Gor Sunguh, MP and seconded by the Hon. Sammy
Weya, MP.

(ii) The Forty First Sitting held on Thursday, May 20e 2003, were
proposed by the Hon. Otieno Kajawng', MP and seconded by the
Hon. Gor Sungu', MP.

3t7



(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

The Forty Second Sitting held on Monday, May 24.fr 2O04, were
proposed by the Hon. Oparanya, MP and seconded by the Hon' Gor
Sungu, MP.

The Forty Third Sitting held on Thursday, May 27h 2OO4, were
proposed by the Hon. Sammy Weya, M.P and seconded by the Hon.
Ali Bahari, MP.

The Forty Fourth Sitting held on Friday, May 286 2004, were
proposed by the Hon. Ali Bahari, MP and seconded by the Hon.
Gor Sungu, MP

The Forty Fifth Sitting held on Friday, June lle 2004, were
proposed by the Hon. Gor Sungu, MP and seconded by the Hon.
Otieno Kajawang, MP.

The Forty Sixth Sitting held on Monday, June 14e 2OO4, were
proposed by the Hon. Sammy Weya, MP and seconded by the Hon'
Wycliffe Oparanya, MP.

The Forty Seventh Sitting held on Tuesday, June 156, 2004, were
proposed by the Hon. Ali Bahari, MP and seconded by the Hon.
Gor Sunguh, MP.

The Forty Eighth Sitting held on Wednesday, June l6s 2OO4, were
proposed by the Hon. Wycliffe Oparanya, MP and seconded by the
Hon. Ali Bahari, MP.

The Forty Ninth Sitting held on Thursday, June 17e, 2004 were
proposed by the Hon. Gor Sungu, MP and seconded by Hon.
Wycliffe Oparanya, MP.

The Fiftieth Sitting held on Friday, June 18n, 2OO4 were proposed
by the Hon. Ali Bahari, MP and seconded by the Hon. Wycliffe
Oparanya, MP.

The Fifty First Sitting held on Friday, June 25tt' 2OO4, were
proposed by the Hon. Sammy Weya, MP and seconded by the Hon'
Ali Bahari, MP.

The Fifty Second Sitting hetd on Monday July Sttt 2004 were
proposed by the Hon. Wycliffe Oparanya, MP and seconded by the
Hon. Gor Sungu, MP.

t

t
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(xiv) The Fifty Third Sitting held on Tuesday, July 6th, 2O(X were
proposed by the Hon. Gor Sunguh, MP and seconded by the Hon.
K.M. Sang, MP.

(xv) The Fifty Fourth Sitting held on Friday, July 9s, 2004, were
proposed by the Hon. Ali Bahari, MP and seconded by the Hon.
Gor Sunguh, MP.

(x"i) The Fifty Fifth Sitting held on Friday, July 166 2OO4, were
proposed by the Hon. Ali Bahari, MP and secondcd by the Hon.
Otieno lhjawang', MP.

(nrii) The Filty Sixth Sitting held on Saturday, July 17tt, 2OO4 were
proposed by the Hon. Wycliffe Oparanya, MP and seconded by
Hon. AIi Bahari, MP.

(xviii) The Fifty Seventh Sitting held on Friday, July 23'd, 2OO4 were
proposed by the Hon. Gor Sunguh, MP and scconded by the Hon.
Wycliffe Oparanya, MP.

(xix) The Fifty Eighth Sitting held on Monday, July 26tr' 20O4, were
proposcd by the Hon. Gor Sungu, MP and seconded by the Hon.
Sammy Weya, MP.

urr. ro.2E9l2qr UATrIRSARIAITG

The following matters arose and the Committee resolved ttrem as follows:

(0 Iln lfo.6112o[}4l

The Committee resolved to carry over the visit to the
Machining Complex of the Kenya Railways Corporation to
Committee.

Numerical
the next

(ii) Xln. Ifo. l3l2o{J4

That, due to failure by the Management of National Oil Corporation to
avail information in writing to the Committee, the Committee
recommended that the issue should be dealt with by the next Committee.

(iii) Ula. Ifo.96/2003

That, the Committee should discuss with the Minister for Trade and
Industry, issues raised durirlS their mleting with oflicids of Ministry of
Labour and Economics of the Federal Republic of Germany held in Berlin
Germany on June 18th, 2004.

,
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(iv) Iln. Ito. rLt2or,4

The Committee noted with concern that the Chief Executive of National
Hospital Insurance Fund has not yet written to the committee on [ate
Contributions as instnrcted.

uIIf. rfo. 29ot AI{Y OTHER BUAINESA

The committee resolved to meet with auditors from the Kenya National
Audit ollice to discuss possible improvements in the way Audit Reports
and Accounts of State Corporations are presented.

rrr. io.2911200.1 - ar\rouruuElfr

There being no other business, the Chairman adjourned the meeting at
fifteen minutes past twelve o'clock until Friday, July 306,2004 at 9'30
a.m.

Hon. J.B.N. Muturi, MP
EICIiErr.......

ICIINRf,AIII

29th July, 2004
D4TE...........

a

I

320



MII{UTES OF THE AIXTIETH AITTII|G Of,' THE PT'BLIC IilI'EgTUEIftfA
COUUITTEE HELD IN COUUITTEE ROOU I{O. 7. PARLIAXEI|T
BIIILDII|GS. OI{ TIII'RSDAY JI'LY 298 AT 11:(Xl Af.z(Jo,

PRESEI|T
The following Members of the Committee were present: -

)
The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.

J.B.N. Muturi, M.P.
Gor Sunguh, M.P.
Sammy Weya, M.P
Wafula Wamunyinyi, M.P.
K. M. Sang', M.P.

Chetmra

Senior Clerk Assistant
Clerk Assistant III
Parliamentary Intern

AASEI{T WITH AFOLOGY

The Hon. Otieno Kajwang', M.P.
The Hon. Ali Bahari, M.P.
The Hon. Wycliffe Oparanya, M.P.

IIT ATTEI|DANCE
ITATIONAL ASSEMBLY

Mr. M. Sialai
Mr. S. J. Njoroge
Ms. S. Maritrm

XEIIYA ITATIONAL AUDIT OFFICE

Mr. Erick O. Onyango Deputy Director of Audit

MIrr. NO.29212004 COI{SIDERATIOI| OF THE 12IE
REFORT

The Committee considered and made ammendments to the draft l2th
Report.

MIN. IfO. 295120,0,4 AI\,OI'RNUENT

The Chairman adjourned the meeting sine die.

cHAIRU.,AN

DATE

t2t



ndtx B

Debts owed bD, Local Authorities to t]le National Housing Corporation as at 3O6

June,2OO3.

a

3T2



Y t
APPENDIX B

NATIONAL HOUSING CORPORATiON

DEBTS OWED BY LOCAL AUTHORITIES AS AT 3O-JUNE.zOO3

LOCAL AUTHORITY
PRINCIPAL BAL
KSHS

ARREARS
KSHS

TOTAL DEBT
KSHS

t)

NAIROBICITY COUNCIL
KISUMU MUNICIPAL COUNCIL
ELDORET MUNICIPAL COUNCIL
MOMBASA MUNICIPAL COUNCIL
NAKURU MUNICIPAL COUNCIL
KITALE MUNICIPAL COUNCIL
THIKA MUNICIPAL COUNCIL
NYERI MUNICIPAL COUNCIL
TAITA TAVETA COUNTY COUNCiL
MERU MUNIICIPAL COUNCIL
KERICHO MUNICIPAL COUNCIL
EMBU MUNICIPAL COUNCIL
KAKAMEGA MUN ICIPAL COUNCIL
KITUI MUNICIPAL COUNCIL
NAKURU COUNry COUNCIL
KISII MUNICIPAL COUNCIL
SIAYA MUNICIPAL COU NCIL
MURANGA MUNICIPAL COUNCIL
HOMA BAY MUNICIPAL COUNCIL

299,0'19,613.45
127,718,212.15
79,651 ,379.20
87,735,608.30
68,224,525.60
33,022,714.55
28,678,171.20
17,322,243.25
23,185,007.00
13,423,169.6s
1 5,660,499.10
10,959,093.20
10,062,759.00
4,889,301.45
3,970,701.10
6,004,601.50
5,484,883.00
5,323,598.45
4,508,771.90

1,104,583,009.55
296,143,558.52
222,278,249.62
208,040,207.A7
60,282,149.96
49,219,785.76
42,126,368.47
27,557,746.55
11,027,403.85
13,436,827.89
12,144,445.11
'12,160,'l 53.30
12,104,625.15
16,209,975.12
1 3,345,580.1 0
11,011,403.46
10,306,799.60
10,390,962.60
9,991,834.50

1 ,403,607,623.00
423,861,770.67
301,929,628.82
295,775,815.37
128,506,675.56
82,242,500.31
70,804,539.67
44,879,989.84
34,212,410.85
29,8s9,997.54
27,804,944.21
23,119,246.50
22,167,384.1s
21,099,276.57
17,316,281.20
17,016,004.96
15,791,682.60
15,714,461 .05
14,500,606.40



MACHAKOS MUNICPAL COUNICIL
BUNGOMA MINICIPAL COUNCIL
NAIVASHA MU NICIPAL OCUNCiL
MALINDI MUNICIPAL COUNCIL
VIHIGA MUNICIPAL COUNCIL
ISIOLO COUNTY COUNCIL
MAVOKO MUNICIPAL COUNCIL
KERUGOYA/KUTUS M COUNCIL
MARAI.AL MU NICIPAL COUNCIL
KABARN ET MUNICIPAL COUNCiL
KIAMBU MUNICIPAL COUNCIL
NANYUKI MUNICIPAI. COUNCIL
MUMIAS MUNICIPAL COUNCIL
KILIFICOUNTY COUNCIL
KAJIADO TOWN COUNCIL
NAROK COUNry COUNCIL
TANA RIVER COUNTY COUNCIL
WEBUYE MUNICIPAL COUNCIL
KARATINA MU NICIPAL COU NCIL
ELDAMA RAVINE TOWN COUNCIL
TURKANA COUNTY COUNCIL
SIAYA COUNTY COUNCIL
RUIRU MUNICIPAL COUNCIL
SOUTH NYANZA COUNTY COUNCIL
GARISSA COUNTY COUNCIL
KIAMBU COUNry COUNCIL

5,368,372.20
5,1 1 6,079.65
6,927,608.30
4j09,326.20
6,431,163.00
5,838,017.9J
4,900,982.50
2,495,373.45
4,412,244.50
5,631 ,160.45
2,645,435.50
4,353,193.70
2,663,758.00
1,907,690.45
3,811,964.00
2,471,944.65
1,576,577.20

267,093.50
2,437,950.90
1 ,167,673. C l

284,602.45
305,079.50
438,158.55

14,484.10
240,978.45
125,370.15

8,891,537.64
7,871,909.00
4,349,444.46
7,00s,733.45
4,441,008.80
4,377,617.56
4,894,797.80
2,038,294.00
4,528,669.35
2,676,297.80
s,307,946.85
3,591,0C7.00
4,8'15,584.40
s,071,871.30
2,749,554.CJ
1,388,978.45
2,258,134.4i
2,991,951.80

99,385.40
1,068,715.00

869,56'1.80
794,773.27
630,029.50

1,039,867.35
708,958.9s
749,579.70

'14,259,909.84

12,987,988.65
11,277 ,052.76
1 1 ,1 15,059.65
10,872,171.80
10,215,635.46
9,795,780.30
9,431,465.28
8,940,913.85
8,307,458.25
7,953,382.35
7,944,20J.70
7,479,342.40
6,979,561.75
6,561 ,518.00
3,860,923.1C
3,834,711.20
3,259,045.30
2,537,336.30
2,236,388,00
1,154,164.25
1,099,852.77
1,068,788.05
1,054,351.45

949,937.40
874,949.85

,l' l
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NYAHURiJRU MUNICIPAL COUNCI!-
NYAMBENE COUNTY COUNCIL
OL KALAO TOWN COUNCIL
VOI MUNICIPAL COUNCIL
NYERICOUNTY COUNCIL
YALA TOWN COUNCIL
KWALE COUNTY COUNCIL
BUSIA COUNTY COUNCIL
KIRINYAGA COLri.;Y COU NCIL
KILIFITOWN COUNCIL
UKWALA TOWN COUNCIL
NZOIA COUNry COUNCIL
SOTIK TOWN COUNCIL
NANDI HILLS TOWN COUNCIT-
LAIK:PIA COUNTY COUNCIL
MERU COUNTY COUNCIL
KIMILILITOWN COUNCIL
BUNGOMA COUNTY COUNCIL
KISUMU COUNry COUNCIL
POKOT COUNTY COUNCIL
UGUNJA TOWN COUNCIL
BUTERE MUMIAS C COUNCIL
KIPKELION TOWN COUNCIL
LIMURU MUNICIPAL COUNCIL
MALAVA TOWN COUNCIL
BONDO COUNry COUNCIL

3,121,010.45
442,598.65
628,231.45

462,826.65
123,887.3C
420,418.80
1 48, 1 88.90
298,241.30
557,128.85
123,699.90
274,379.05
176,871.95
188,070.75

(2261402.60)
390,6'11.60
114,692.75
663,177.45
'i93,203.40
1.65,624.C5

149,447.65
357,485.46
'r97,05'r.95

(7e320.s0)
340,317.40
169,074.90
217,743.C5
2C5,362.60
375,096.30

59,735.s0.
144,243.00
133,271.10
175,953.20
161,211.60
226,094.15

86,364.85
168,070.35
157,573.50

84,928.70
172,391:50

859,607.85
833,210.25
742,924.20
663,177.45
656,030.11
589,511.85
579,866.45
505,674.36
495,293.25
477,8CJ.35
464,016.90
443,453.95
394,615.00
393,433.35
375,096.30
352,638.40
33'l ,821.00
308,203.80
307,031.55
300,845.40
288,040.35
286,842.05
279,412.50
275,s80.45
239,034.10
226,002.00

292,902.90
187,578.00
174,992.70
131,078.35
139,633.80
61,946.20

200,477.20
111,342.15
1 '18,006.95

154,105.40
53,610.50
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LUGARI COUNTY COUNCIL
BOMET TOWN COUNCIL
BONDO TOWN COUNCIL
KIKUYU TOWN COUNCIL
LONDIANITOWN COUNCIL
VIHIGA COUNry COUNCIL
THIl(A COUNTY COUNCIL
SIRISIA TOWN COUNCIL
MANDERA COUNTY COUNCIL
RUNYENJES MUNICIPAL COUNCIL
RUMURUTITOWN COUNCIL
MURANGA COUNTY COUNCIL
EMBU COUNTY COUNCIL
MASAKU COUNry COUNCIL
KEIYO COUNTY COUNCIL
NANDI COUNTY COUNCIL

149,53'1.05
85,976.85
51 ,092.15

130,443.5s
117,121.30
155,735.00
95,917.65

141,823.70
115,442.15

49,040.00

213,096.70

72,474.80
111,039.80
142,02s.00
59,011.60
56,102.20
3,702.40

53,902.25
7,641.00
(766e.75)

73,224.60
12,156.40
45,690.1 0

20,772.50
2,550.80

(220019.60)
(145213.70)

222,405.85
197,016.65
193,117.15
189,455.1s
173,223.50
159,437.40
'149,819.90

149,464.70
107,772.40
73,224.60
61 ,196.40
45,690.'10
20,772.50
2,550.80
(6e22.e0)

(145213.70)

930 683,584.05 2 279.82 3,169,524233 943 661.70

!



Appendix C
Lrst of Kenya Rarlu'avs properties sold to thrrd parties with the approval of
Government
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V

TJ\o

485'1t25 Invigo Limited t0 I house 12,500.000 t 2,500,000 12,500,000 1999
2091to425 Mwakio Investments 2.0 8,000.000 8,000,000 8.000.000 1999
20919534
(part)

Numerical Machining
Complex

50 Vacant 25,000,000 25,000,000 25,000,000 1999

2.091t3767 Gapco (K) Limited I 0.0 Vacant 40,000,000 40,000,000 40,000.000 t999 i
209t4389n Charter House Invest 075 I house 18,000,000 12,000,000 10,472,000 1999 Buyer retained

540,000/= interest
and 988,000/= for
repairs Matter
contested.

37341839 Sajica 0.917 I house 9,000,000 8,500,000 1999 Withdrawn
2A9l39t Excel Limired 4.56 4 houses 60,000,000 60 000,000

6,750,000
58,000,000 1999 Area adjusted

330/411 Mr. Koech 0.7 5 I house 6,000,000 5,750,000 1999

MOMBASA
)(LVtrVI80 Signon Freight 2.0 4 houses 18,000,000 20.000.000 20,000,000 1994
MN/V/s68
&569

Mistry Jadva Parbat 721 Vacant 10,000,000 15,000,000 15,000,000 1995

)LYUI]171
& t72

Freight Frowarders
Ltd

1.3 2 houses 13,000,000 37,470,000 37,470,000 1996

)(LvIIu173 Lima Limited L36 2 houses 13,000,000 38,900,000 38,900.000 1996
)cuIVl75
& t76

Bawazir & Co. 1.573 2 houses r 5,730,000 44,900,000 ,14,900,000 1996

Block l/495 Masumin Holdings 90 Developed 27,000,000 90,000,000 90,000,000 1999
Block
)(LVIII
Unsurveyed

Gapco (K) Limited 1.0 3 houses r0,000,000 10,000,000 1,000,000 1999

NAKURU
Biock 5/59 Hardrvood & En_s

Works
0.14 Vacant 530,000 5i0.000 530.000 1995

Block I l/68
(Paft)

IvIr. John tvlark lrloi 20 I house j,500,000 j,500,000 3,500,00 1999

Incomplete
survev

45111926 Jesam Enterprises 9.0 Vacant 5,400,000 5,400,000 540,000 1999

Balance awaiting
issuance oftitles



Block
41397(Parr

Lanet T.E.A.M 0.5 Vacant 900,000 590,000 1999 Incomplete Sun'ey

KITALE
1,750,000 1,750,000Block

4t121122

Turner Baker &
Hatfield

1.0 Vacant 1 250 000 1995

Block4ll32 Namalo Distributors o.14 Vacant 652,000 870,000 217,500 1995 Buyer deceased

Buyer decasedBlock 4/133 Mr. Pius Gumo o.212 Vacant 652,000 870,000 217,500 1995

KISUMU
Block 12159 Mr. T.A. Okoko 1.0 Vacant 4,000,000 3,500,000 350,000 1999 Cancelled

Unsurveyed
Nyalenda

100 Vacant 10,000,000 10,000,000 1999 Titles being
processed

120.000,000 120,000,000 1998

voI
Unsurveyed Redeemed Gospel

Church

1.5 Vacant I,500,000 1,000,000 1,000,000 1999 Title Under
P ation

1,538,097,500

800,000

L



Aopendix D

Cases of Land allocation by the Commissioner of Lands done without
consultations and/or consent of the Kenya Railways Corporation
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CASES OF ALLOCATIONS BY COMMISSIONER F LAN DS DONT] WITHOUT
CONSULTAT ION WITH KET\TV A RAILWAYS

NAIROBI

REMARKSLOCATION ALLOTTEEAREA HaLR NO.
209113515 has a block of SQS

on lt.
Mrvanya Investment0.0783 RTI209113772

Hard Pla Land1.14 Upper Hill209/13515,13553 & 13554
Gamarco Ltd.0 4034 Muthurwa209t12462

Located within Statiou area1.380 Dandora sesLoki E17870
RTI Unknown209112230

Allotees et to be established.UnknownRTI2091t23s4 - s7
Land originally allocated on TOL
basis

0.6988
0.2000 OffEnterprise Road Gachagwa Saw Mills Ltd209t12262

Land originally allocated on TOL
basis

OffEnterprise Road Pabeco Enterprises Ltd3.0

Ori ll held on TOL basisT.M. Construction1.415 OffEnterprise Road

2091878612-5

2091r2707
doIrrl/s. Tulj a Investment Ltd01232 OffEnterprise Road2091t2s95

0.3445 do Not Knorvn209113577
Not known0.0703 do2091t3578
Nct Knowndo

do Not i<nown0. 1585

0.13222091t3579
209/13580

o 1'711 RTI Ltd.,Gramac Holdin209112355
0.08 RTIUnsurveyed Plot A

South'B'
209il23s9

N)

OldNan line

Ori all held on TOL basis

Elphas Nduu Abasi

rational land

RTI

209^3698 RTi Yet to be established. Ono

/l



V

Off Enterprise Road P. J. Dave Originally held on TOL basis

Road ofaccess to KR estate.
Allotee not known

209fi3581 0.s572
209/13s82 0.0429 do Not knorvn
209/8197 1 724 Makongeni Goods E.A.Packaging Co. Ltd. There are KRC Godowns

209112781 .0 3390 OffEnt Road Not known
209/1t407 U Hilt C Maina

MOMBASA
MSA/BLOCK )O(VY687 0.315 Kizin Alco Ltd Allocateci to MCM
MSA,/BLOCK 1/398 MoiAvenue N. J. Shah and Others Allocated by Mombasa Municipal

CouncilBLOCK 1t525 - s26 0.4515 Shimanzi Z.Mawia Allocated by Mombasa Municipal
Council

BLOCK XIX/294 Station Area Comer Garage Allocated by Mombasa Municipal
Council
Sold to L.D. Pandya and R. D.
Pandya

l\tt.llY/2024 0.1467 Jomlt Kuu Karisa Karimiko

w.I/v/239/1 1',737 Jomw Kuu Karisa Karimiko Sold to L. D. Pandya and R.D.
Pand a

BLOCK 1/478 0.0503 Kilinclini Hi t Level Ivi/s. J. O. Ko a & Others
BLOCK Xll1/415 0.1350 OffMwan geka Road Abdulkarim S. Mahsin
BLOCK 1/480

380
do

250
do

395
do

470
do

KISUMU
Kisumu/Busia Road Nyanza Petroleum Dealers

Ltd.

KSM/BLOCK 3/I98



3t Lbt-
116

Kicoiill Koia-l( ld utlrers J oslalr Alonyl

Alottees et to be established
7 t410 Sindo Dishibutors-
7 t411 Peter Oloo Arin o

KSM/BLOCK 7/384 Soiomou Ndalo
Obede

9/180 Josiah Alcinvi

BLOCK 9/l8l - 185 Allo'.ees yet to be

established

BLOCK71474 Kisumu Municipality Shiraz Mohanied Naaji &
Another.

KITALE
BLOCK4/199

et to be established.Allotees4fi96
4t200
4t202

Kitale Munici al Council4lu2
4t319 Station Reserve Unknown

41320 do Pius Man asi Otido

4t445 Unknown
Unknown4t446

41447 do

41464 do

41321-322 Station Reserve do

41323 do

Allotees et to be established

Allotees et to be established.

Allotees et to be established
:do
:do

Meshack Odima

do

.l



CC 5ln-lnus A(ltiia utlto
Unknorvn

Judith Ngaulo

MUG/,TdUG/1I15 2.43

4/324
do4t32s

4/326 do
BLOCK4il436 do Lr. Festus Onyango
NAKURU
BlocK 4/141 0.443 Ravine Road L-xing Macharia

BLOCK 9/1OI 0.40 Ravine Road L-xrng J. M. Karnangara

BLOCK 6/155

ELDORET

NRO tndustrial Area Unknorvn

BLOCK 5/338 2.023 Eldoret West Gen. A. K. Cheruiyot Paid to KR allocation charges.
BLOCK 5/339 2.023 Eldoret West Tiro Ltd Paid to KR allocation charPLOT NO. l-20 Eldoret Industrial

Area
Eldoret Flour Mills and
others

BLOCK 3/56 64 Street
BLOCK 3/58 64 Street

BLOCK 3/56 & s8 2.1327 Ndalaview S.Station
MUGUGA STATION

Station Reserv e M Wan ulari Kin an
l116 do Alex Maina Mun
422 1.62 do Sterrin Civil En Ltd.

NB: There ate many morc cases of irregular allocation which my office is pursuing
And details will be availed as and when they are obtained.
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