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1. Acronyms and Glossary of Terms

AIE

CFO

HAU

IPSAS

OCOB

OAG

PFM

Authority to Incur Expenditure

Chief Finance Officer

Head of Accounting Unit

International Public Sector Accounting Standards

Offrce of the Controller of Budget

Office of the Auditor General

Public Finance Management
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2. Key State Department for Energy Information and Management

(a) Background information

The State Department for Energy was formed many years ago and on 20 May 2013, its name was
changed to the Ministry of Energy and Petroleum through Executive Order No.2/2013 and further
Ministry of Energy through Executive Order No I of May 2020 that outlined the Organisation of
the Government of Kenya. However, under the Executive Order No. I of October, 2022 on the
Organization of the Government of the Republic of Kenya, the Ministry was renamed to the State
Department for Energy and it draws its mandates from the above Executive Order. At the Cabinet
level, the State Department is represented by the Cabinet Secretary who is responsible for the
general policy and strategic direction of the Ministry of Energy and Petroleum.

ut.

Vision of the State Department for Energy

"Affordable, Quality Energy for all Kenyans

Misslon of the State Department for Energy

To facilitate provision of clean, sustainable, affordable, reliable and secure energy services for
national development while protecting the environment.

Mandate of the State Department for Energy

The State Depaftment for Energy is mandated to undertake the following functions:

o National Energy and Policy management
. Hydro-powerDevelopment
o Thermal Power Development
o Geothermal Exploration and Development
r Rural Electrification Programme
o Promotion of Renewable Energy
o Energy Regulation, Security, and Conservation

iv. Core Values of the State Department for Energy

o Integrity
o Transparency
r Accountability
o Professionalism
o Prudent utilization of resources

t.

lt.
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(b) Key Management

The key management personnel who held office during the financial year ended 30tl'June 2023

and who had direct fiduciary responsibility were:

Davis Chirchir is the Cabinet Secretary, Ministry of
Energy and Petroleum where he oversees the two State

Departments of Energy and Petroleum. Functions of
the State Department for Energy include: National
Energy Policy, Development and Management;
Thermal Power Development; Rural Electrifi cation
Program; Energy Regulation, Security and
Conservation; Hydropower Development; Geothermal
Exploration and Development and Promotion of
renewable energy. Functions of the State Department
for Petroleum include: Petroleum Policy; Strategic
Petroleum Stock Management; Management of
Upstream Petroleum Products Marketing; Oil and Gas

Exploration Policy Development; Oil/Gas Sector
Capacity Development; Petroleum Products,
Import/Export Marketing Policy Management;
Licensing of Petroleum Marketing and Handling as

well as Quality Control of Petroleum Products. Mr.
Chichir also provides strategic and policy direction for
Semi-Autonomous Government Agencies (SAGAs) of
the Ministry that implement energy and petroleum
functions including: Kenya Electricity Generating
Company PLC (KenGen); The Kenya Power and
Lighting Company PLC (KPLC); Rural Electrification
and Renewable Energy Corporation (REREC); Kenya
Electricity Transmission Company (KETRACO);
Geothermal Development Company (GDC); Nuclear
Power and Energy Agency (NuPEA); Independent
Power Producers (IPPs); Energy and Petroleum
Regulatory Authority (EPRA); Kenya Pipeline
Company (KPC); National Oil Corporation of Kenya
(NOCK); Kenya Petroleum Oil Refineries (KPRL).
This is his second appointment as the Cabinet
Secretary for the Energy and Petroleum docket. He

Davis Chirchir
Cabinet SecretarT
Ministry of Energy and Petroleum

1
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joined the Ministry after stint as the Chief of Staff in
the Office of the then Deputy President H.E William
Ruto. Mr. Chirchir earned his Master of Business
Administration in International Management from
Holloway School of Management, University of
London, postgraduate diploma in Tele-Traffic
Engineering and a Bachelor of Science degree in
Computer and Physics from the University of Nairobi.
Mr. Chirchir started his career as the General Manager
at Kenya Posts and Telecommunications Corporation
(KPTC), where he coordinated the restructuring of the
same which resulted to the creation of Telkom Kenya,
Communication Commission of Kenya, Postal
Corporation of Kenya, and the Staff Pension Fund. He
also coordinated the privatization of Telkom Kenya
and establishment of Safaricom. He got appointed as a

Commissioner at the Interim Independent Electoral
Commission (IIEC), where he spearheaded the
introduction and application of information technology
and reform initiatives in voter registration and election
results management. Mr. Chirchir has been a member
of the Technology Committee at Nairobi Stock
Exchange and supported the computerization of the
Central Depository and Trading System. He brings a

wealth of experience in project development,
management and execution to the Energy and
Petroleum sectors.

The Principal Secretary joins the State Department for
Energy with a wealth of experience from the private
sector where he worked variously as an investment
banker. His latest assignment was with Faida
Investment Bank where he traded and structured
Treasury bonds and Corporate bonds at the Nairobi
Stock Exchange (NSE). Other assignments include
working with Dyer & Blair Investment Bank and

Genghis Capital limited in the same capacity.

PS Wachira has served in various leadership's positions
right from his university days. He was a founding
member of the Bonds Market Association as well as a

member of the Steering Committee of the Kenya
Association of Stock Brokers and Investment Bankers
(KASIB). His contribution to the Bond's market saw

him being appointed to the Central Depository Project at

V
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Alex Kamau Wachira, CBS
Principal Secretary

the Central Bank of Kenya (CBK). In202l, the project
dealt in govemment securities worth 900 billion, the
highest tumover ever in Kenya.

A strong believer in servant leadership through
community engagement and development, the PS has

spearheaded local initiatives such, as free medical
camps for Cancer Screening, Tree planting, Youth
Mentorship Programmes, and Sports Tournaments
among others. The PS is a family man who's strict up
bringing is instrumental in shaping him into the person
he is.

In energy sector, the PS has been a champion for
Kenya's renewable energy, with an aim of accelerating
geothermal exploration, wind and solar power. He is
also keen on placing Kenya as an investment partner
through public-private partnership in building
transmission lines and mini-grids to be able to achieve
100% connectivity by 2028. The PS is also looking to
advance technology and innovation as we look into the
future of energy transition and efficiency in areas such
as green hydrogen, electric vehicles and bio-energy.

Wycliffe Ogall, CBS
Secretary Administration

Wycliffe Ogallo, CBS is the current Secretary
Administration in the State Department of Energy.
He holds a Master's Degree in Public Policy and
administration frorn Kenyatta University, a Bachelor of
Arts Public Administration Degree at The Nairobi
University.
Previously he was appointed as Commissioner General
at Kenya Prisons. He has a vast experience in Civil
Service as District Commissioner and District Officer in
various district all over the country. He rose through the
ranks to become the Administrative Secretary in the
Ministry of Interior.

VI
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Mr. Chrispin O. Lupe is heading the Geo-Exploration
Directorate. He holds a BSc degree in Geology from the

University of Nairobi and MSc degree in
geoinformation from ITC, Netherlands. He is a

Registered Geologist with the Geologist Registration
Board and a Professional Member of the Geological
Society of Kenya.
Mr. Lupe joined the Ministry of Energy and Petroleum
on 7th September,20lT on promotion from Ministry of
Mining. He has served in the Civil Service for 27 years

as a Geologist at different levels in the Geological
Survey Department.
The Geo-Exploration Directorate is in charge of
exploration and development of geo-energy resources

from geothermal, coal and nuclear resources for power
generation.

O.Lupe
Chief
Mr

Mr. Masini J. Ichwara is currently the Director of
Planning in the Central Planning and Programme
Monitoring Unit at the State Department for Energy. He
previously served at the same level at the Ministry of
Industrialization, Trade and Enterprise Development,
State Department for lndustrialization.

Ichwara has comprehensive national and intemational
development level experience spanning over 25 years

having worked for UNDP-Somalia as a Research

Officer, UNDP-Kenya as a Monitoring and Evaluation
Specialist and as a consultant for UNFPA, UNICEF and

UN Women. He previously worked for the Kenya
National Bureau of Statistics and the Monitoring and

Evaluation Directorate at National Treasury and

Planning. Mr. Ichwara has finalized his PhD in
Economics from the University of Nairobi. He also

holds a Master of Arts degree in Economics from the

University of Nairobi and a Bachelor of Science degree

from Egerton University. He has a number of
professional qualifications from various institutions
across the world

J.Ichwara
onomic PlanningHead of

Mr.

VII



-t

f.State Department for Energy
Annual Report and Financial Statements for the r ended 30th June 2023

Eng. Thomas Karungu
Ag. Secretary, Electrical Power
Develooment

I

I

Eng. Thomas Karungu is the Acting Secretary,
Electrical Power Development in the Ministry. He is a
Registered Professional Mechanical Engineer by the
Engineers Board of Kenya and a corporate member of
the Engineers Institution of Kenya. His current duties
include the formulation of energy policies, the economic
and financial appraisal of energy projects, the
monitoring and implementation of energy projects and
the preparation and implementation of
directorate work plans, budgets and procurement plans.
He has a Bachelor's degree from the University of
Nairobi in Mechanical Engineering.

Eng.Isaac Kiva, HSC
Secretary Renewable Energy

Isaac Kiva is the Secretary for Renewable Energy since
I st June, 2017 . Previously, he had served as the Director
of Renewable Energy from 30th August, 2013. He heads
the Directorate charged policy formulation, ffid
promotion of development and utilization of renewable
energy, energy efficiency and conservation, including
facilitation of private sector investment. Eng. Kiva has
wide experience in public sector management, having
worked in energy and senior Government positions for
over 20 years.
He holds a Bachelor's Degree in Electrical Engineering
from the University of Nairobi, and has undergone
several professional courses in management, leadership,
energy development and financial and economic
analysis and modeling. He is a registered Professional
Engineer with the Engineers Board of Kenya and a

member of the Institution of Engineers of Kenya.

VIII
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CPA. Rosq Baraza
Senior Deputy Accountant General

CPA Rose Baraza is the Head of Accounting Unit in the
State Department of Energy. She has served in the civil
service growing in the system and has acquired vast
experiences in different sectors of public service as an
Accountant and head of Accounting Unit.
Among the sectors she has headed are; The Office of
DPP for 8 years where the office consistently achieved
an unqualified report resulting to being the Best runners
up in the Fire Award. She also headed Cabinet Office
and was awarded certificate of recognition by the Head
of Pubic Service for ensuring that the office consistently
achieved an Unqualified Report.
As the Head of Accounting Unit in the Department for
Irrigation, the office moved from Disclaimer report to
Unqualified report.
She has also headed State Department for Industry and
ASAL among others and all received Unqualified
Report.
She holds a Master's Degree in Business Administration
(Finance Option), Bachelor's Degree in Commerce and
Degree in Law (LLB) both from Catholic University.
She was among officers who were awarded a distinction
in Senior Leadership Course at KSG and has a

Certificate in Strategic Management among others. She
also represent PS in the Board of Directors of NUPEA
where she is a member of Finance and Human Resource
Committee.
Mr. Stephen Alexius Njue is currently Head of Finance
in the State Department for Energy at the grade of Senior
Chief Finance Officer.
He has served in the Civil Service for 28 years and in
particular as Head of Finance for l9 years across various
government Ministries, Departments and agencies.
These includes; National Treasury, Ministry of Roads
and Public Works, Housing, Regional Development,
Water, Labour and Social Protection, Energy as well as

various local authorities and County Governments.
Currently he is an Alternate Director at Kenya
Generating Electricity Company (KENGEN).
Mr. Njue holds an MBA in Finance and a Bachelor's
degree in Business Studies and Economics both from
Kenyatta University. He also holds a National Diploma
in Financial Management from Kenya Institute of
Management.

Mr. Stephep Alexius Njue

Senior Deppty Director Budget

IX
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He is a member of Institute of Internal Auditors and
Institute of Human Resource Management of Kenya.

Mr. Peter Mwangi
Assistant Director Supply Chain &

Management

{*,t

Mr. Mwangi is the Head of Supply Chain Management
Service Unit in the State Department for Energy.
Peter Mwangi has Masters in Business Administration.
Bachelors of Commerce, Post Graduate diploma in
Chartered Institute Purchasing and Supplies(Cips) and
a member of KISM.
He has over 25 years in Supply Chain Management
services having worked in various government
ministries and departments

Ms. Margaret Nyabiage Ratemo
Director. Human Resource Management

& Development

Ms. Margaret Nyabiage Ratemo assumed the position
of Director, Human Resource Management &
Development in202l. He is responsible for the human
resource management and development function at the
State Department Energy. She holds a Masters of Arts
in Management, a degree in Education from the
University of Nairobi. UON Higher Diploma in HRM,
Corporate governance, Public Private Partnership IP3
USA and HR Talent management Stanford University
USA. She Managing the Audit Function
KCA, Regulatory Impact analysis USA. Ms. Ratemo
has vast experience in the KRA capital markets
authority, Insurance Regulatory Authority, KETRACO
among others. She has also headed HRM&D function
in the in various Public Service Ministries

':l ,1.'
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(c) Fiduciary Oversight Arrangements

(i) Budget Implementation Committee;

Responsibilities of Budget Implementation Committee are;

o To review and consider the cash flows plans - this shall involve a regular review of the

Ministerial cash plan and approval of any changes to the initial cash flow plan to be

communicated to the National Treasury
o To review the utilization of cash limits and consider any changes as may be required.

o To review the utilization of donor funds voted for MDA;
o To advise the Principal Secretary on any challenges related to the budget implementation
o To review and recommend reallocation of expenditures;
o To review and approve the submission of the expenditure returns, IPPD, pending billings

and AIA returns for MDAs and recommend actions to be taken;

o To participate in sector working groups and

o To prqpare the budget for the line Ministry/ State Department in consultation with Heads

of Departments

(iD Ministerial Human Resource Management Advisory Committee

The Committee has nine members and the quorum is five and meets once in each month. The

functions of the committee are;
o Recruitment, selection and appointments
. Promotions
. Confirmation in appointments
. Training and development
. Training impact assessment
o Marutgement if skills inventory
o Establishment and complement control;
o Payroll management
. Deployment
o Promotion of values and principles of public service

(iii) Internal Audit Unit

The mandate of Internal Audit unit includes;
. Planning, co-ordination, organisation and management of internal audit services at the

State Department for EnergY.
. Appraising the economy, efficiency and effectiveness with which finances and other

resources are managed and utilized at the State Department.

Conducting risk-based value for money and systems audit aimed at strengthening internal

control mechanisms that could have an impact with achievement of the strategic

objectives of the Ministry

a
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I

a Assist the Principal Secretary in establishing Audit Cornmittee in the State Department
and provide secretarial services

r Co-ordination of the Institutional Risk Policy Framework agenda at MOE
. Conduct investigations/ special audits as maybe assigned by the Principal Secretary
o Advising the Cabinet Secretary and the Principal Secretary in the emerging issues in

Internal Auditing

(iv) Development Partners Oversight Activities

The Ministry main development partners are; African Development Bank, European
International Bank, The World Bank, Japan International Corporation Company (JICA), EXIM
Bank of India and China, German Development Bank and Agence Francaise De Development

XII



t

t.

State for Energy
Annual and Financial Statements for the year ended 30th June 2023

(d) State 's Headquarters

P.O. 30582-00100
South C

KENYA

State s Contacts
(2s4) (020)3310r r2

psenergv@.energv. eo.ke
www.energy.go.ke

(e) State
l.

s Bankers (all banks)
Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
NAIROBI, KENYA

Kenya Commercial Bank
Kipande Branch
NAIROBI, KENYA

Credit Bank
Koinange Branch
NAIROBI, KENYA

(f) Auditors
- General

of The Auditor General
Towers, University Way

P.O 30084
100
BI, KENYA

(g) Legal Adviser
The General

Office
Avenue

P.O 40tt2

E.

2.

3

N
00200
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3. Statement of Governance

State all the objectives of the MDA as per the Programme and Strategic Plans

Introduction

Section 8l (2) (f) of the Public Finance Management Act,2012requires that, atthe end of each

financial year, the Principal Secretary when preparing financial statements of each National

Government entity in accordance with the standards and formats prescribed by the Public Sector

Accounting Standards Board includes a statement of the national government entity's performance

against predetermined obj ectives.

The key strategic objectives as per the strategic plan 2018- 2022 plan are to:
a) Universal access to electricity by 2022 through the grid and off grid solutions.

b) Universal access to modern household energy by 2028.

c) Promote indigenous energy resources for industry using modern technology.

d) Ensure adequate, reliable and secure electricity system

e) Increase share of clean and renewable energy for environmental sustainability.

f) Create an enabling environment for energy development and consumption

Progress on the attainment of Strategic Objectives through Performance Contracting
For purposes of implementing and cascading the above development objectives to specific sectors,

all the development objectives were made specific, measurable, achievable, realistic and time-
bound (SMART) and converted into development outcomes. Attendant indicators were identified
for reasons of tracking progress and performance measurement: Below we provide the progress

on attaining the stated objectives during the 2022/2023 FY:

Progress on attainment of Strategic development objectives

1 Power

Generation lncrease

power

supply

through

power

generation

To Adequate

power

supply

MW of power

generated and

added to the

grid

35MW (Sosian)

and

40MW Alten

solar farm new

capacity were

added to the

grid.This grew

XIV
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the cumulative

installed

generation

capacity to

33l2MW,while
the Renewable
share of the
Generation mix
increased to
93.760/o as atJune
2023

Km of
transmission

lines

constructed

129 Km

Number of
distribution
sub-station

constructed

and upgraded

l0

Km of
distribution
lines

constructed

385.89km

Number of
new customers

connected to
electricity

318,217

Number of
street lighting
points

installed

14.307

To
increase

electricity
access to
more

customers

Increased

access to
electricity

Number of
constituency

transformers

installed

269

2 Power

Transmission

and

Distribution

,,,',,1,',, irl

i 'lr 1.','r 
r' 

,
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No. of Public
Facilities

Connected

with
Electricity

574

Number of
domestic

biogas plants

constructed

154

No.of
institutional

biogas

digesters

installed

a
J

Ha. of land

planted with
trees and

maintained

155

No. of tree

seedlings

planted in
hydro dams

water

catchment

areas

546,904

No. of
Woodlots
established

r40

No. of
efficient and

sustainable

charcoal kilns
for training &
Demonstration

installed

6

No. of
investment

22
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Grade Audits

undertaken

and

implemented

to reduce

Energy

consumption

by l0-30%.
100Percentage

(%)

Maintenance

of wind masts

and data

loggers

maintained
61,410No. of

standalone

solar home

systems

installed

2788No. of clean

cooking units

disseminated
INo of Mini

grids installed

The State Department

has developed 30

Draft Regulations to

guide

implementation of
Energy Act,20l9.

Number of
policies,

strategies and

regulations

developed

Efficient
service

delivery

To

enhance

service

delivery

to the

customers

General

Administration
Planning and

Support

Services

J
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4. Statement by the Cabinet Secretary/Chairman Statement

ENERGY is envisaged as a socio-economic transformation enabler towards the achievement of
national goals, driven by the Vision 2030, the Bottorn up Transformation Agenda (BETA)as well
as the international obligations such as the Sustainable Development Goals (SDGs) , the Africa
Agenda 2063 and the EAC Agenda 2050.
The executive order No.l of January 2023 on Re-organization of the Government of the Republic
of Kenya mandates the Energy Sector with the following; National Energy Policy Development
and Management, Thermal Power Development, Rural Electrification Programme, Energy
Regulation, Security and Conservation Hydropower Development, Geothermal Exploration and
Development, Promotion of Renewable Energy.
Besides, the Energy Act ,2019 mandates the State Department for Energy with the function of the
Integrated National Energy Planning (INEP). The overall long-term objective of the sector is to
facilitate provision of adequate, reliable, competitive and clean energy in an environmentally
sensitive approach. This requires a comprehensive strategic approach that includes both long term
and short-terrn initiatives. The State Department for Energy pursues this objective jointly with the
seven Semi-Autonomous Agencies (SAGAs).

The Energy the sector under the coordination of the Ministry of Energy and Petroleum made
significant milestones during the Financial Year 202212023.Under transmission and distribution
of power. The number of customers connected during the year under review is 318,217 , bringing
the cumulative electricity connections to 9.2m and access rate to 75% by the end of the period
under review. This achievement is owed to the implementation of programmes such as the last
mile connectivity, standalone solar systems and mini grids. Additionally, installed capacity
increased from 3,076MW as at the end of the 202112022 FY to 3312, while the renewable share
of the energy mix grew to 93%o as at June, 2023. The sector constructed 129 km of transmission
lines and 385.89km of distribution lines; constructed and upgraded l0 distribution substations;
installed 14,307 street lighting points; installed 269 constituency transformers;574 public facilities
were connected with electricity; while 67000 smart meters were installed and commissioned
alongside the construction of the ICT system and meter data control centre.

Towards the alternative energy sources,l54 domestic biogas plants 3 institutional were
constructed;155 hectares of land were planted with 546,904 tree seedlings and maintatined;140
woodlots were established;6 efficient and sustainable charcoal kins installed;22 investment grade
audits undertaken ;100% of wind masts and data loggers were maintained;61,410 stand-alone solar
home systems were installed in l4 underserved counties ,translating to an estimated 3.84 installed
capacity; and 2,788 clean cooking units disseminated; The country also improved on the use of
clean and renewable energy sources and minimized reliance on thermal generators thus resulting
in a more diversified and environrnentally sustainable energy mix.

XVIII
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Besides the State Department made progress towards the policy, legal and institutional reforms

that are meant to adjust the sector to its evolving needs were sustained during the period under

review These include development of 30 drafl regulations to guide the irnplementation of the

energy act,Z}l9. :

The State Department realizedthese achievements under the facilitation of budget frnal approved

estimates that stood at Ksh 54,804,757,336. The absorption of this allocation stood at Ksh

30,933,935,857 which translates to 56Yo utilization.

The implementation of these programs/projects was characterized by the following emerglng

issues; Security threats of key infrastructure installations; Regional economic integration resulting

to growth of regional power trade and taxation of cross-border exchanges.; and global political

instability. Besiiles the sector witnessed the following major challenges during the period under

review; Acquisition of sites, wayleaves and land; Inadequate frrnding and delayed release of

budgets; delayed approval of draft regulations; Vandalism of inf,rastructure facilities; Legal and

contractual issues.

In mitigation of the above challenges the State Department proposes among other initiatives;

punitive legislation to guard against vandalism; anti-vandalism technology, sensitizatian of local

communities o{ the significance of project facilities in their localities; and a review of hrblio

Financial Marqiement (pFM) Act,}Ol2aud the regulations to increase efftciency in disbursesrent

The sector uruftr the leadership of the State Department looks forward to relying on the milestones

achieved in thqyear rmder review as part of,the foundation the sector wi'll ride on to upscale energy

access in the WArZyT3tzo24.Moreover, the experience of ttre period under review and the pedod

before it, will ddequately inf,orm priority sefiing as the sector walks intq a new Strategic Plan

period.

CABINET SE@ETARY
MINISTRY Otr'ENEBGY AND PETROLEUM
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5. Statement by the Principal Secretary

l. Budget Performance Against actual amounts

a) Dnring the year ander review, the budget for the financial year 2OZZ-2O?.3 was Kshs.

54,804,757,336. The actttal receipts collected was Kshs. SlrO6OrTt rZOI and palrments

made were Kshs gqg33rgg5>857. fhis led to a surplus budget of Kshs '1.2,617811479 and a

budgetoverall pefiormance of 56%o as shown below

D Thebadget allocattonby programmes for the Ministry durtng the year which were
allocated and spent in various thematic 

^reas 
as shown below;

s7%31,060J14,201 23,7441043.l35Total Receipb 54;804,757,336

56%30,93.3,935,857 23r870,Wr47954,804,757,336TotalPayments
126,778,344Surplus

:, i:t 'it::1'-- l, .'/, t,'; 'i ,1,, '-r1
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transferred an amount of Kshs "14roo2r793r354 in the FY 2022-23
to 2027-22 of Kshs 24,276,8271940. This was a decrease in transfer of Kshs

14,869,324Administrationft rvices 247,555,365 232,686,041

16,967,092 5,959,617Planning and P$ect Monitoring 22,825,709

271,064,601 4,780,433Financial Servils 275,845,034

5,086,813,838 4,803,003,027Geothermal Gflration 9,889,816,865

437,000,000Development {f uclear Energy 1,330,000,000 893,000,000

33,370,073Coal Exploratiff and Mining 380,000,000 346,629,927

19,144,708,147 12,658,051,786National Grid fftem 31,802,759,933

3,348,791,917 5,773,092,166Rural Electrifi{fion 9,121,890,083

140,796,0541,734,064,347 1,593,268,293Alternative Enlb Technologies

1,264,750,000 4,71'1,912,768/ Transmission CompanyKenya Electrir

795,000,000r Energy Agency 918,000,000Nuclear Powe.

2,818,790,083 2,920,000,000tion & Renewable EnergyRural Electrifi
Corpotation

2,345,471,7683,014,323,247Geothermal D elopment Company

12,994,067,5154,004,002,315Kenya Power Lighting Company

409,375,8901,982,927,709y Generating CompanyKenya Electri
35,000,000Kenya Associ on of Manufacturers

24,216,827,94114,002,793354Total
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2. Key Programmes and Projects Performance Durin9202212023 FY-Non-Financial

A. Power Generation

Generation capacity procured

A total of 236MW generation capacity was added to the grid, increasing the total generation
capacity to 33l2MW.This includes 200MW imported from Ethiopia during the period under
review

l. Generation capacity added to the National Grid

35MW Sosian Power plant and 40MW Alten Solar farm were added to the grid during the
period under review besides 200Mw capacity was imported from Ethiopia.

IL
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v
T

i<F'

Installed solar panels at Alten Kesses 40MW solar power plant

2. Geotheilnral Development

a) Olkaria I Rehabilitation(63MW)

The project progress stands at3Ooh by the end of the Financial year.

The project corrrmenced on l2tl' June2023 after the consultancy contract was signed on 29ft

Marsh 2023and JICA granted a no objection for the EPC contractor. The contract effectivity

achicved.

63MW Olkaria I Rehabilitation
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40MW Turbine Uprating
The project progress stands atlOoh by the end ofthe financial year
The loan agreement has been signed between TNT and KFW, Cabinet approval for
implementation granted, consultancy contract commenced while preparation of RFP for EPC
contractor ongoing.

42.5MW Seven folks solar PV Plant
The project progress stands at5o/o by the end ofthe financial year.
Due diligence study finalized while ESIA report, Stakeholder engagement plan and

biodiversity compensation plan have been submitted

8.6MW Gogo hydro power
The project progress stands at Soh completion rate as at the end of the Financial year
Feasibility study completed.

b) Olkaria VI PPP (140MW)

The project progress stands atl8o/o by the end ofthe year
Request for Proposals (RfP) documents and agreements are awaiting conclusion of PPA and Steam
Charge as well as concurrence from National Treasury on proposal to pursue ECP Contracting
model and balance sheet financing as altemative to PPP model. The expected completion date is July,
2024.

c) Olkaria I Rehabilitation (50.7MW)

The project progress stood at 5oZ completion by the end of the period under review. The
Contract award is awaiting settlement of a new case lodged at the Constitutional Court in May
by a third party. Request for statutory approvals awaiting feedback after the settlement of the
legal issue. The Letter of Notification of Award for Consultancy Services issued. The expected
completion date is September, 2024.

d) Drilling of Geothermal Wells

Five (5) geothermal wells were drilled out of the targeted seven in Baringo Silale geothermal
prospects. An additional of 26.7Mwe was added against atarget of 20MWe.

Other milestones achieved in Geothermal development during the period include; 2 Geotechnical
studies were carried out; and Geothermal Resource licencing compliance supervision was carried
out.
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3. Nuclear Power Development

During the period under review the following were achieved;

Nuclear energy mineral explorations were conducted and reports produced. Towards Site

identification and support; the sector; Signed a contract for the setting up of a rneteorological

station at the Preferred NPP Site; Updated the Requirements for setting up of seismic monitoring
stations; Reviewed the EOI for an Owner/Engineer firm to supervise NPP site characterization

through a workshop; Updated the ToRs and Request for Proposals (RFP) towards Procurement

of a consultancy for TORs for Research Reactor (RR) site characterization at Konza City.

In developing Legal and Regulatory Framework for the Nuclear Power Programme the sector

;Conducted stakeholder engagement for the Nuclear Policy; Identified and drafted regulations &
guidelines for Nuclear Power Programme (NPP) in the areas of: Site evaluation, Radiation
Protection, Environmental Protection and impact assessment, Nuclear Safety and Safeguards;

Identified and developed relevant regulations for the Nuclear Power Plant in conjunction and

collaboration with KNRA; Reviewed laws relevant to the Nuclear Power Programme and the

Nuclear Regulatory Act; Updating and submitting the updated Cabinet Memorandum and the

four (4) nuclear safety Conventions to the State Department for Energy."

Towards Environmental Protection for the Nuclear Power Programme, the sector undertook the

stakeholder mapping exercise to identify strategic stakeholders to be engaged and developed a

stakeholder matrix to prioritise stakeholder engagement. The Agency engaged five (5)

organisations in the Coast region; Undertook capacity building on Environmental Social Risk
Management at the Kenya school of Government; Conducted a training on Radiological
Environmental Impact Assessment in December in collaboration with the IAEA and developed a

revised report on the coordinated research project of the IAEA to evaluate the role of nuclear and

renewable energy in decarbonisation of the energy sector; Conducted technical evaluation

studies on nuclear renewable integration for greenhouse gas emission."

B. Power Transmission and Distribution

1. National Grid Expansion and Upgrade

a) During the FY 2022/23, a total of l29Km of transmission lines and associated sub-stations

were completed against a total target of 2TlKmtranslating to a47.600/o achievement of the

annual target. Delays in exchequer funds/ inadequate budgetary allocation contributed to

the variance. The l29Km comprises of;

17km of the 43lkm l32kv Power Transmission System Improvement Projects was

constructed during the year under review. The cumulative completion stood at 94Yoby the

end of the period under review.
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ii. 21.3Km of 96km, 400kV double circuit Kenya - Tanzania Power Interconnection

Project.The cumulative stringing of the project stands at 65.33km which translates to95o/o

level of completion

iii. l8.14Km of 96km l32kY Isinya-Narnanga transmission line.The cumulative stringing of
the project stands at 70km ,which translates to 9lo/o level of completion.

iv. 69km of the llOkm 132kV Sultan -Hamud -Oloitoktok(KTEP )The cumulative stringing

totals to. ...

v. 4KM of the O/H Line Kimuka
vi. 100% completion of 220166KV Thika road Substation

Mariakani substation

2. ElectricityDistribution

During the2022123 FY:
a) A total of 31 8,217 customers were connected, bringing the cumulative number of

customers connected to the grid to 9.2 million customers. This was achieved through

various initiatives including the Last mile connectivity programme, the Kenya Electricity

Modernization Proj ect (KEMP).

b) l0 new and upgraded distribution substations were completed as follows;

c) 14,307 number of street lighting points were installed across the country, pushing the

cumulative number of lanterns installed since inception to 205,908

II

?
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d) 269 nurnber transformers were installed in constituencies under the installation of
transformers in constituencies programme.

e) 574 public facilities were connected to electricity.

0 201 Previously installed Solar PV systems were maintained.

g) The extcnsion of power lines and construction of substation to serve the Naivasha industrial

park pr6gressed to 25%o completion.

h) Electriffcation of food processing plants progressed by 25% by the end of the period under

review

i) 67000 smart meters installed and commissioned, besides the construction of the ICT

system End meter data control centre

j) 385.89km of distribution lines completed

Street lights installed at Mosocho, Nyamira County

C. Alternatirrc Energy Technologies(to be extracted from the RED APR)

During the period under review the following was achieved:

i. Hydropower dams Water catchment areas re-afforested.

I 5 5ha of degraded cathments were reafforested with 54690 4 tree seedlings planted

in in Maragoli hills in Vihiga county Gakanga beat and Burguret in Nyeri

County,and Mathioya riverline in Murang'a county .

ii. Hectares of afforested hydro dams water catchment areas maintained.

The State Department maintained and protected 526haof previously planted

seedlings located in Ennosupukia, Narok

County(l00ha);Mt.Blacket,Londiani,Kericho County(56ha);Embaringo,Muringato

and Hombe in Nyeri County (15Oha);and Meru County (220ha)

iii. Wood lots established in the hydro dam catchment areas.

140 woodlots were established.

ll,
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Maintained and rehabilitated previously installed Wind masts and data loggers.

Investment Grade Audits and General Audits. 22 investment grade audits and 2l
General Grade Audits were undertaken.

Biogas Digesters

3 Institutional biogas plants were constructed while 154 domestic household biogas

digesters were constructed.

Effi cient charcoal kilns.

vlll

6 kilns constructed - 3no. metal kilns and 3no. electric driven briquette machines

procured

Solar home systems.

61,410 standalone solar home systems installed to the communities in 14

underserved counties translated to an estimated 3.84 installed capacity (KOSAP).

Clean cooking units.

2188 clean cooking units disseminated to communities in the 14 underserved

counties

Training of the 44 counties in energy planning undertaken. Consequently,T2 county

energy plans are at advanced stage of development. Three counties (l.lairobi,

Kirinyaga and Mombasa) not trained

Green Hydrogen Strategy

The strategy is under development with four stakeholder meetings done during the

period under review.

100% of 135 previously installed wind masts and data loggers were maintained

D. ENERGY REGULATION
l. Undertook 1230 surveillance and compliance inspections for electricity and renewable

energy sub- sectors were undertaken as follows;(

40 on installed or ongoing solar PV projects to assess compliance with the Energy (Solar

Photovoltaic Systems) Regulations, 20121, 122 to assess compliance with the Energy

(Management) Regulations 2012; I ,006 on consumer premises to verify the authenticity of
completion certificates on electrical works; and

62 on electricity generation, transmission and distribution projects).

2. Power market study; Received the final Ancillary Services Study report for Power Market

study in I(enya which is currently under review

3. Retail electricity tariff reviewed and gazetted.

4. Monitoring of electricity generation, transmission, and distribution projects

vll.

x
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, legal and institutional reforms. The following milestones were made and; The Draft

Net- Metering) Regulations ,2022 was done;Regulatory Impact Assessment

) studies and public participation workshops for the Draft Energy (Net Metering)

ations, 2022 and Draft Energy (Solar Water Heating) Regulations, 2022; and

Impact Assessment (RIA) studies for the Draft Energy (Electricity Tariff)

2022 andthe Draft Energy (Regulatory Accounts) Regulations,z0zz

Issues

threats of key infrastructure installations.

economic integration resulting to growth of regional power trade and taxation of
exchanges.

c)G political instability

xxx



r.State Department for Energy
Annual Repo rt and Financial Statements for the year ended 30th June 2023

3. Key Management Strategies

Risk Manaqement strategy
Grid defection Improve on energy reliability and review of tarrifs
Envi ronmental Safeguards Implement Environment and Social Impact Assessment

(ESIA)reports
Implement environmental and social management plans

Land acquisition challenges Enhance public participation and community relations

Resource unsustainabi lity Enhance resource management

Unrealistic Stakeholder / community
expectations

Stakeholder participation and engagements

Vandalism of energy infrastructures Put in place Droper litieation/security measures.

Delay in disbursement of funds Fast track timely disbursement of funds

The drive for lower tariffs, rendering
key agencies financially unviable

Review of tarrifs.

Litigation Prudent contract preparation and management
Stakeholder management
Mediation

Cyber Security threat Invest in ICT Security Systems and develop cyber security
guidelines.

Unplanned outage of power Replacement of aging power systems

Failure of power transmission
/distribution lines

Enhanced surveillance, maintenance and modernization of the grid

Power losses Sytem reinforcement, maintenance of the transmission and
distribution systems
Ensure quality in material and workmanship during construction

Challenges in intergrating variable
renewable energies into the grid

Installation of battery and pumped storage
Implementation of automatic generation control (AGC) and
STATSCOMS

Non achievement of set prograame and
proiect targets

Periodic Monitoring and Evaluation to track projects and
programmes implementation

High Staff Turn over Implement carrrer progression framework and succession planning
and management
Implement staff rnotivational measures

Undertake employee job satisfaction surveys and implement its
recommendations

Inadequate human capacity Recruitment. mitigation, training and capacity development
Community resistance to projects Conduct community sensitization campaigns

Initiate and implement community development projects
Engagement with local leaders.

Finacial Risks Encourage Public Private Partnership
Involvement of development partners in project implementation
Results based auditing
Corruption risk assesments
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Challenges

a) Acquisition of sites, wayleaves and land posed a major challenge. This was because of
escalating cost of land acquisition due to speculations, compensation variations between

the market value and the local owner's expectations and encroachment of land earmarked

for development purpose causing project delays and increased costs of projects.

b) Legal and contractual issues impact adversely on project implementation.

c) Vandalism of infrastructure facilities creating additional cost for maintenance and restorati

on.

d) Inadequate funding and delayed release of budget.

e) Delay in issuance of specific tax exemptions resulting to lengthening of clearance of
materials at the ports.

0 Government policy on logging affected the supply of wooden poles resulting to delays in

implementation of electrification projects.

g) Delays in Procurement processes

h) Delays in approval of regulations

i) Inadequate staffing

j) Low levels of awareness of the relevant regulations and requirement in the sector leading

to non- compliance.

k) Inaccessible Geothermal resources licensed areas

l) Community /stakeholder resistance to programmes and projects

Mitigation Measures and way-forward

Public education; engaging national and county government and other public bodies; and

undertaking due diligence on the projects to minimize right of way challenges. Conflict

resolution mechanisms should be enhanced'

To deal with vandalism there is need for punitive legislation to guard against vandalism,

apply anti-vandalism technology, sensitise local communities on protecting/policing power

infrastructure and establishment of security intelligence system and community informers'

frameworks.

o

o
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Installation of security alarm and surveillance systems in all power infrastructure projects

including substations and strategic points along the major transmission lines and networks

will minimize security threats. Security arrangements should be enhanced.

a

Lobbing National Treasury and National Parliament and Development Partners for more

budgetary allocations is required.

Adoption of new business models e.g., formation of subsidiaries for off balance sheet

financing need to be explored. Diversification of revenue sources need also to be relooked.

To enhance capacity there is need to fast track completion of National Centers of
Excellence and also relook on capacity building programmes such as benchmarking and

partnerships

Engaging the relevant parliamentary committees and expediting the review of prioritized
regulations

The sector continues to sensitize and engage the public through awareness fora. 25

engagements were conducted during the period under review.

Lobby county governments to support Geothermal investments by opening up inaccessible

areas

Recommendation
o There is need to review Public Financial Management (PFM) Act,20l2 and the regulations

to increase efficiency in disbursements.

o Continuous sensitization of the public on the relevant regulations and requirements in the

sector through awareness fora, mainstream media and social media.

o Fast racking of the approval of the developed draft policies/regulations to streamline the

sector.

. Application of abated/clean coal technologies in policy considerations to facilitate a robust

energy mix for the country.

PRIN SECRETARY

a

o

a

a

a

a

STATE DEPARTMENT FOR ENERGY
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6. Statement of Performance Against Predetermined Objectives for theFY2022l23

Introduction

Guidance
State all the objectives of the MDA as per the Programme and Strategic Plans.

Introduction

Section 8l (2) (0 of the Public Finance Management Act, 2012 requires that, at the end of each

financial year, the Principal Secretary when preparing financial statements of each National

Government entity in accordance with the standards and formats prescribed by the Public Sector

Accounting Standards Board includes a statement of the national government entity's performance

against predetermined objectives.

The key strategic objectives as per the strategic plan 2018- 2022 plan are to:

g) Universal access to electricity by 2022 through the grid and off grid solutions.

h) Universal access to modern household energy by 2028.

i) Promote indigenous energy resources for industry using modern technology.

j) Ensure adequate, reliable and secure electricity system

k) Increase share of clean and renewable energy for environmental sustainability

l) Create an enabling environment for energy development and consumption

Progress on the attainment of Strategic Objectives through Performance Contracting

For purposes of implementing and cascading the above development objectives to specific sectors,

all the development objectives were made specific, measurable, achievable, realistic and time-

bound (SMART) and converted into development outcomes. Attendant indicators were identified

for reasons of tracking progress and performance lneasurement: Below we provide the progress

on attaining the stated objectives during the202212023 FY:

Progres s on attainment of Strategic development objectives

sNo )rogram Strategic
Objective

Outcome Indicator Performance

4 Power

Generation

To

increase

power

supply

through

Adequate

power

supply

MW of power

generated and added

to the grid

35MW (Sosian) and

40MW Alten solar

farm new capacity

were added to the

grid.This grew the

cumulative installed
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sNo Program Strategic
Objective

Outcorne Indicator Performance

power

generation

generatron capactty

to 33l2MW,while
the Renewable
share of the
Generation mix
increased to93.760/o

as atJune 2023

5 Power

Transmission

and

Distribution

To

increase

electricity
access to
more

customers

Increased

access to

electricity

Km of transmission

lines constructed

129 Km

Number of
distribution sub-

station constructed

and upgraded

10

Km of distribution
lines constructed

385.89km

Number of new

customers connected

to electricity

318,217

Number
lighting
installed

of street

points

t4.307

Number
constituency

transformers

installed

of 269

No. of Public

Facilities Connected

with Electricity

574

Number of domestic

biogas plants

constructed

154

No.of institutional

biogas digesters

installed

.,
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l5sHa. of land planted

with trees and

maintained

546,9MNo. of tee seedlings

planted in hydro

dams water

catchment areas

No. of Woodlots

established

140

6No. of efficient and

sustainable charcoal

kilns for training &
Demonshation
installed

22No. of investment

Grade Audits

undertaken and

implemented to
reduce Energy

consumption by l0-
30%.

100Percentage (%)

Maintenance of wind
masts and data

loggers maintained

61,410No. of standalone

solar home systems

installed
2788No. of clean cooking

units disseminated

INo of Mini grids

installed

J
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6. &neral
Administration
Planning and

Support

Services

To
enhance

service

delivery
to the

customers

Efficient
service

delivery

Number of policies,

strategies and

regulations

developed

The State Departrnent

has developed 30 Draft
Regulations to guide

implementation of
Energy Act,2019.
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7. Management Discussion and Analysis

a) A report on the operational and financial performance of the organisation for the last

three to five-year period and key projects or investments decision implemented or ongoing

indicating source of funds, project status, project costs and amount spent this far.

Project Namoi,

Proj
ect

Com
men
ce

Date
(es.
l2th
Janu
ary

201 5

)

Exp
ecte
d
dur
atio
nof
the
proj
ect
(eg.
1
year
s)

Source of
Funds
(GoK/Don
orl
Foreign
Borrowing
s/
Commerci
al
Borrowing
s)

Estimate
d Value
of the
Projecl
(Kshs.)

Total
Funding

as at
30th

June
2023

Actu
al

Expe
nditu
re as

at
30rh

June
2023

Percent
age of
Comple
tion

Remarks/
Challeng
es faced

in
impleme

nting
Projects

83.3MW Olkaria I Unit 6
9-

Oct-
l8

30-
Jul-
23

EIB -
(Onlent)
JICA-
(Direct
Loan)
Kfw-
(Direct
Loan)
KenGen

r 9348 2000
t832.

9
99.75

Constructi
on&
Commissi
oning
completed
and
generatin
g to the
National
Grid.

Managem
ent of
Defects
Liability
Period
(DLP) is

ongoing.
Contracto
rs
addressin
g the snag
list item.

Olkaria I Rehabilitation
t2-

Jun-
23

30-
Jun-
26

JICA-
(Onlent)
KenGen

r 2589 5s9 0 l5

. EPC
Contract
signed
. JICA
Granted
No
Objection
for the
Contract
. Contract
Effectivit
v
Achieved.
. Contract
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Commenc
ed on
I 2th June
2023.

East Africa Skills for
Transformation & Regional
Intergration Project (EASTRIP)

l-
May
-20

3l-
Dec-
24

World
Bank
(rDA)

r 080 150 150 20

Implemen
tation
Consultan
t procured

Procurem
ent of
EPC
contractor
Complete
d
. The
World
Bank
granted
No
Objection
for the
Contract.
. Contract
commenc
ed in June
and works
are

ongoing.

1152102201 Menengai
Geothermal Development Proj ect.

Jan -
2010

l7
yrs 8

Mon
ths

GOK,
LOCAL
AIA,
DONOR

1t5,926,2
79,301

866,317,
424

I,046,
914,0

70

8s%
(rosM
w)32%
(60MW

)
2%

(300M
w)

a)delay in
fulfillmen
tof
Condition
s

precedent
to
effectiven
ess of
contract
signed
with
independe
nt Power
Producers
(lPPs) for
Menengai
r05Mw
b)Comple
x
geological
formation.
c)Litigati
ons.

d)Vandali
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sm of
infrastruct
ure.
e)
inadequat
e financial
allocation
sto
op€rate at
full
capacity

a)Comple
xity in
aoquisitio
n of way
lcaves and
land.
b)Litigati
ons.
c)Vandali
sm of
infrastruct
urc.
d)
inadcquat
e financial
allocation
sto
operatc at
tull
capacity
e)Insecuri
ty in the
project
arca
f)Delay in
securing
county
govemmc
nt suDmrt

79,029,09
4,823

3,399,14
0,671

3,644,
220,3

07
24o/o

Silali
2010
Jun

IE
yrs 6
Mon
ths

GOK,
LOCAL
AIA,
DONOR

l I 52 l00s0l I
Gothermal P

105,131,
742

89,93
9,770

2o/o

a)Litigati
ons.
b)
inadequat
c financial
allocation
sto
opcrate at
tuil
capacity

Jan -
2014

l5
year
3r2
mon
ths

GOK,
LOCAL
AIA

7E,029,W
4,823

I 1s2109800 3l
geothernal
project

MW Suswa
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Nuclear Power Plant Siting

Jul-
l5

I lye
ars

GOK
4000,

000,000
r 50,000,
000

734,6
68,06

5

Prelimina
ry site
preparatio
NS

completed
, Land
acquisitio
nin
progress
awaiting
funds
disbursem
ents

190

170A

Nuclear
regulation

s are key
in the

implemen
tation of

the
Nuclear

Regulator
y Act,

2019. The
Agency
together
with the

Regulator
shall

develop
and seek

for the
adoption

of
Nuclear

regulation
s that are
critical in

the
successful
applicatio

nof
Nuclear

technolog

Y for
peaceful

uses

Jul-
l't

Syea
rs

GOK
3.000

000,000
50,000,0
00

489,0
29,47
I

Nuclear Policy and Legislation

t 2,500,0
00

560,8
79,80

9
59Vo

i)stalkhol
ders
validation
workshop
s

conducted
in27
counties.
ii)Nationa
I

validation
workshop

Jul-
l6

9yea
rs

GOK 950,000,0
00

Strategic Environmental and

Social Assessment.
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completed

7o/o

Collaboar
ations
with
partn€r
organisati
ons,cduca
tion and
Energr
scctor in
capa,city
building
is
ongoing

17,500,0
00

2',18,9

3 1,64
3

4,ooo,0oo

,000

Jul-
l6

9yea
rs

GOK

for the

Nuclear Power

21.4

Nuclear
Power
and
Enerpt
Agcnry
framcwor
k rollcd
out for
o<tcnsive
public
cducation
and
a\ryaien€ss
on nuclcar
eners/
implcmen
tcd

19E,7

59,38
I

850,000,0
00

I 10,000,
000

*ea
ts

GOKJul-
2l

and
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8. Environmentaland SustainabilityReporting

The State Department for Energy exists to transform lives. This is our purpose; the driving
force behind everything we do by putting the customerlCitizen first, delivering relevant goods

and services, and improving operational excellence. Below is a brief highlight of the

Sustainability strategy and profile

l.

a) Environmental performance /climate change/ mitigation of natural disasters

All the projects implemented by the State Department and the entire energy sector meet

the stringent donor (financier) environmental social safeguards.

The State Department implements the following projects as a contribution towards

environmental conversation; Re-afforestation of Hydropower dams Water catchment areas

that has seen 546,904 tree seedlings planted within the year; Maintenance of Hectares of
afforested hydro dam's water catchment areas; Establishment of Woodlots in the hydro
dam catchment area.

The State Department has developed and is implementing the Bio Energy Strategy of 2020
and the Kenya National Energy Efficiency and Conservation Strategy that have focused on

environmental conservation in the implementation of programs and projects in the sector.

lll

b) Employee welfare

The Human Resource Policy and Procedures ManualMay,20l6 Section 85 gives direction on the

recruitment process and application of affirmative action through Merit, Regional balancing,

Gender balancing consideration of Persons living with Disability Youth and the Minorities.

Advertisement of vacant positions is done to give equal opportunity to all and the due process

followed as stipulated in the Manual. There was no recruitment done by the State Department

directly this financial year.

NO trainings on governance were conducted during the period under review due to government

austerity measures and the moratorium issued.

The State Department has developed the work place policy guidelines, whose implernentation is

in progress

Towards improving skills and managing careers appraisals and reward system, the State

Department through approved group training programmes has trained officers with the aim of
equipping officers with skills to improve the performance and also aligned to their careers with
the aim of facilitating their career progression within their cadres. The Public Service Commission

Performance Management Regulations, 2021.guide the officers' appraisal and application of
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reward and sanctions rewarding exemplary perfonnance while sanctioning officers who did not

meet the threshold of the set scores.

The Human Resource Policies and procedures Manual for the Public Service May,2016 section

F l. Provides clear directions on how health and safety at the workplace is managed the Principal

Secretary appoints the Health and safety committee to ensure compliance with Act and any other

directives issued from time to time.

c) Operationalpractices

i. Responsible Supply chain and supplier relations

Towards good business practices, the State Department conducts all its procurement activities on

the government approved procurement system, the IFMIS where all required goods, works or

services are sourced competitively using the procurement procedures as provided for in the

PPADA 2015 and standard bidding documents as published by PPRA depending on the

procurement value thresholds. All the various stages of procurement are undertaken by different

organs/committees as required for segregation of duties in the procurement process.

Additionally, all tender awards and tender results are promptly communicated to both successful

and unsuccessful bidders and contracts only signed upon the effluxion of the required stand

still/appeal window period. All awards are also published on the public government portal, the

Public Procurement Information Portal (PPIP) and all the required statutory reports transmitted to

National Treasury, PPRA, National Council for persons with disabilities and the state Department

for Industrialization for the Local Content Procurement Report

Towards responsible treatment of suppliers, the State Department has maintained good supplier

relations in honoring the terms and conditions of the bidding documents as well as any executed

contracts. The State Department ensures that the suppliers are promptly informed of the tender

results upon the conclusion of the evaluation exercise and that any suppliers that might feel

aggrieved are given ample time to present their grievances. For the avoidance of doubt, the

ministry has not had any significant dispute with any of its tender applicants and suppliers. Upon

the satisfactory delivery of goods, works or services, payments are also processed within

reasonable time, and for the record, the ministry did not have any pending bill or claim doe to its

suppliers by the closure of the FY 202212023 as at 30th June2023
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d) Community Engagements

The Public participation activities conducted by the State Department for Energy were guided by

the Guidelines for the public participation in policy formulation of 2l't January 2015, prepared by

the Public Service Commission

The State Department participates in a number of activities that target to better the livelihood of
communities. During the period under review the ministry undertook the following activities

towards this initiative; follow up on the performance of and provision of online technical support

towards the running of previously installed Solar Water Pumping Systems and distribution of solar

lanterns to vulnerable communities in the l4 underserved counties through the KOSAP project.

Besides, various activities were actualised through the Kenya Energy Sector Environment (KEEP)

Social responsibility programme fund that supports the growing of indigenous trees, soil

conservation and preservation of water catchment areas. In the period under review the state

department collaborated with the KFS to rehabilitate close to744.4ha of forest land in various

parts of the country, issued seedlings to farmers living along riverines, issued seedlings to

communities to establish woodlots in their farms, supported communities through buying

seedlings from community nurseries, among others.
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9. Statement of Management Responsibilities

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

financial year, the Principal Secretary for a National Government State Department for Energy

shall prepare financial statements in respect of that State Department for Energy. Section 8l (3)

requires the financial statements so prepared to be in a form that complies with relevant accounting

standards as prescribed the Public Sector Accounting Standards Board of Kenya from time to time.

The Principal Secretary in charge of the State Department for Energy is responsible for the

preparation and presentation of the State Department for Energy's financial statements, which give

a true and fair view of the state of affairs of the State Department for Energy for and as at the end of

the financial year (period) ended on June 30,2023. This responsibility includes: (i) maintaining

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

throughout the reporting period, (ii) maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the State Department for Energy, (iii)

designing, implementing and maintaining internal controls relevant to the preparation and fair

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

misstatements, whether due to error or fraud, (iv) safeguarding the assets of the State Department

for Energy; (v) selecting and applying appropriate accounting policies, and (vi) making accounting

estimates that are reasonable in the circumstances.

The Principal Secretary in charge of the State Departments for Energy accepts responsibility for the

State Department for Energy's financial statements, which have been prepared on the Cash Basis

Method of Financial Reporting, using appropriate accounting policies in accordance with

International Public Sector Accounting Standards (IPSAS). The Principal Secretary is of the opinion

that the State Department for Energy's financial statements give a true and fair view of the state of

State Departrnent for Energy's transactions during the financial year ended June 30, 2023, and of

the State Department for Energy's financial position as at that date. The Principal Secretary in charge

of the State Department for Energy further confirms the completeness of the accounting records

maintained for the State Department for Energy, which have been relied upon in the preparation of

the State Department for Energy's financial statements as well as the adequacy of the systems of

intemal financial control.

The Principal Secretary in charge of the State Department for Energy confirms that the State

Department for Energy has complied fully with applicable Government Regulations and the terms

of extemal financing covenants, and that the State Department for Energy's funds received during

the year under audit were used for the eligible purposes for which they were intended and were

properly accounted for. Further the Principal Secretary confirms that the State Department for
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rl

Energy's financial statements have been prepared in a form that complies with relevant accounting

standards prescribed by the Public Sector Accounting Standards Board of Kenya.

Approval of the financial statements

The State

Secretary "rr.o.HTf1t;il.. 
financial statements were approved and signed by the Principal

+sq^........d4.1....4..

AIex Kamau Wachira, CBS,
Principel Secretary

CPA Rose Beraza
Head of Accounting Unit
ICPAK MAIo 5586
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

l-. n h u n c i n g .1 c t't tu n t u lt i I i t.t'

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON STATE DEPARTMENT FOR ENERGY
FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lavrrfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure the Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on the Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of State Department for Energy
set out on pages 1 to 30, which comprise of the statement of financial assets and financial
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liabilities as at 30 June, 2023 and the statement of receipts and payments, statement of
cash flows and statement of comparison of budget and actual amounts and a summary
of significant accounting policies and other explanatory information in accordance with
the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. I have obtained all the information and explanations which to the best of
my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of State Department for Energy as at 30 June, 2023 and
of its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. lnaccuracies in Tax Receipts

The statement of receipts and payments reflects an amount of Kshs.3,055,936,591 in
respect to tax receipts and as disclosed in Note 1 to the financial statements. However,
the amount includes Kshs.20,504,819 disbursed to the Kenya Electricity Modernization
Project (KEMP),[n the financial year 202112022. However, the amount was erroneously
transferred to Kenya Power and Lighting Company on 27 June, 2022 by the State
Department and the Company refunded back the money but was erroneously receipted
into the tax receipts account on 31 January, 2023.

ln the circumstances, the accuracy and completeness of the tax receipts amount of
Kshs.20,504,819 could not be confirmed.

2. lnaccuracies in Compensation of Employees

The statement of receipts and payments reflects compensation of employees' expenses
totalling to Kshs.319,472,251 and as disclosed in Note 7 to the financial statements.
However, the lntegrated Personneland Payroll Database (!PPD) and supporting payment
vouchers reflects an expenditure of Kshs.305,716,900 in respect of compensation of
employees, resulting to unexplained variance of Kshs.13,755,354.

ln the circumstances, the accuracy and completeness of the compensation to employees'
balance of Kshs.13,755,354 could not be confirmed.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls). I am independent of the State Department for Energy
Management in accordance with ISSA! 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.
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Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of mosi
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Emphasic of Matters

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
of Kshs.S4,804,757,336 against actual receipts of Kshs.31,060,714,201 resulting to a
revenue shortfall of Kshs.23 ,744,043,135 or 43o/o of the approved budget. Similarly, the
State Department spent Kshs.30,933,935,857 against an approved budget of
Kshs.54,804,757,336 resulting to an under-expenditure of Kshs.23,870,823,479 or 44o/o

ofthe approved budget.

The under-funding and under-performance affected the planned activities and may have
impacted negatively on service delivery to the public.

2. Unbudgeted Purchase of Motor Vehicles

The statement of receipts and payments reflects acquisition of assets expenditure
balance of Kshs.15,253,159,000 and as disclosed in Note 1 1 to the financial statements
lncluded in the balance is an amount of Kshs.82,600,000 incurred on purchase of
vehicles ond other transport equipment. However, review of the IFMIS-Generated trial
balance, ltem Code 3110700 on purchase of vehicles and other transport equipment
revealed Nil expenditure indicating that the funds used were obtained from another vote
head.

3. Pendlng Bills

Annex 2 to the financial statements reflects pending bills balance of Kshs.949,489 as at
30 June, 2023, which was not settled during the year under review but was carried
forward to 202312024 financial year.

Failure to settle bills during the year for which they relate distorts the financial statements
and advelsely affects the budgeting provision for the subsequent year as they form a first
charge.

My opinion is not modified in respect of these matters.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Concluslon

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, ! confirm that nothing
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else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1. lrregular Utilization of the Fund Resources

During the year under review, the State Department received funds from Petroleum
Development Fund amounting to Kshs.400,000,000, although, the State Department has
no responsibility in the oil and petroleum industry. This is contrary to Section 4(4) of the
Petroleum Development Fund Act No.4 of 1991 (Revised 2012), which provides that there
shall be paid out of the petroleum development funds such monies as are necessary for
the development of common facilities for distribution or testing of oil products and matters
relating to the development of the oil industry.

ln the circumstances, Management was in breach of the law.

2. Long Outstanding Accounts Payable

The statement of financial assets and financial liabilities reflects third party deposits and
retentions totalling to Kshs.114,572,535 as disclosed in Note 13 to the financial
statements. Review of the analysis provided at Annex 5 of the financial statements
revealed that, the bulk of the retention fees have been outstanding for a long period of
time with some dating back to the financial year 201712018. This is contrary to Public
Finance Management Regulations 2015 Section 106 which states that unless otherwise
exempted by an Act of Parliament, any deposit which has remained unclaimed for five (5)
years may, with the approval of the Cabinet Secretary, be paid into Consolidated Fund
and thereafter the Accountant-General may refund the deposit to any person entitled
thereto, if he or she is satisfied that the claim is authentic.

ln the circumstances, Management was in breach of the law.

3. lrregular Procurement of Rehabilitation and Corrective Maintenance of Solar
PV Panels

The statement of receipts and payments reflects an expenditure of Kshs.1,335,459,925
and as disclosed in Note 8 to the financial statements in respect to use of goods and
services. lncluded in this expenditure is an amount of Kshs.29,742,488 on rehabilitation
of solar PV panels in fifty-one (51) institutions including schools, health facilities, police
stations and administrative offices in ASALS which had been previously installed by the
State Department for Energy. Review of records provided for audit revealed that the State
Department used restricted tendering method contrary to the Second Schedule of the
Public Procurement and Asset Disposal Regulations, 2020 which puts a ceiling of
Kshs.20,000,000 for procurement of services through restricted tendering under Section
102(1Xb) of the Act.

ln addition, the State Department exceeded its budget by 58% against the budgeted
amount of Kshs.12,500,000 contrary to Section 53(9) of the Public Procurement and
Asset Disposal Act 2015, which states that an Accounting Officer who knowingly
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commences any procurement process without ascertaining whether the goods, works or
service is budgeted for, commits an offence under this Act.

ln the circumstances, the regularity of the expenditure of Kshs.29,742,488 could not be
confirmed.

4. Anomalies in Contract for Exploratory Coal Diamond Core Drilling Seruices in
Kwale County

Contract for exploratory coal diamond core drilling services was awarded to a local
contractor at a cost of Kshs.322,839,600 on 29 June, 2015. The contract involved drilling
of fifty-four (54) wells across nine (9) coal blocks in Kwale county for initial period of
eighteen (18) Months. The contract expired on 28 December,2016 and the works had
not started despite the contractor having been paid an advance payment of
Kshs.32,283,960 on 30 June, 2015.

Three (3) Addendums were signed extending the contract at no cost up to
27 lvlarch, 2021. At the expiry of the contract, the contractor had been paid
Kshs.78,255,890 which is 24% of the contract sum, including an advance payment of
Kshs.32,283,960. As at the expiry of the contract, only five (5) wells had been completed
representing 9% of the works, which indicates that the contractor had been overpaid.
Additionally, the advance payment guarantee expired on 31 October,2020 while the
performance bond expired on 27 November,2020, before recovery of advance payment.
Therefore, recoverability of the advance payment is in doubt.

On 30 May, 2023 the Contractor issued the Ministry with a financial claim of
Kshs.205,256,535 in respect of prolongation cost, manpower costs and 13% interest
citing delays on part of the Ministry on procession of the drilling sites and payment. The
Ministerial Tender Committee on 31 July,2023 recommended that the dispute under the
contract be referred for arbitration. No information was provided on the value of works
performed under the contract as at the time of the expiry of the contract. Although the
State Department wrote to the Attorney General on 25 September 2023 for guidance, no
evidence was provided that the arbitration process had started.

ln the circumstances, value for money for the advance payment amount of
Kshs.32,283,960 and Kshs.78,255,890 incurred may never be realized from the contract
for exploration of coal diamond in Kwale county.

5. Poor Workmanship in Construction, Testing and Commissioning of Domestic
Biogas Digesters

The State Department procured works for the construction of 303-10 M3 Biogases in
various Counties from various contractors and a total of Kshs.45,137,576 had been paid
as at 30 June, 2023. Further, a status report for the biogas projects as at 30 June, 2023
was not provided for audit. Field verification of the projects revealed the following
unsatisfactory issues: -

i. A contract for construction of 60 Biogases in Tharaka Nithi and Meru counties was
awarded to a local company on 30 March, 2022, at a contract sum of
Kshs.10,800,000. The contract duration was for 22 weeks from the date of site
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possesion. Records indicate that the contract lapsed on 8 September, 2022 and
an extension was granted upon request on 7 December, 2022. A second extension
was granted up to 7 March ,2023 and a third one up to 7 June, 2023. On 7 June,
the contractor requested for an extension of the contract for a further seventy-six
days to ensure that the works were completed. However, no evidence was
provided indicating that the request was approved. As at the time of audit in
December, 2023, the contractor had completed fifty-two (52) out of sixty (60)
Biogases representingETo/o of the scope of works in the contract.

ii. No billboard or plate indicating the details of the work had been put in place in any
of the sites in Meru County despite a provision of Kshs.14,000 in the contract.
Further, four (4) expansion chamber cover slabs in Meru county had not been cast
while six (6) chambers in Meru, Tharaka Nithi, Makueni and Taita Taveta counties
had cracks posing safety risks to the users.

iii. ln Meru and Makueni Counties, poor quality gas cookers had been installed. Some
had malfunctioned while for others, burners were worn out due to corrosion, within
a year of use. ln addition, eleven (11) completed Bio digesters in Makueini, Taita
Taveta, Nyamira and Tharaka Nithi counties were not working. Most water traps
installed in the piping system were not functioning effectively causing most of the
Biogas to malfunction or not to work optimally.

iv. ln Makueni and Taita Taveta counties, six (6) biogases had gas leakages, while
two (2) biogases pressure gauges were not working, thereby affecting the
functioning of the biogases, and two (2) biogases in Makueniand Nyamira counties
had been abandoned.

v. One biogas in Taita Taveta County had never been used due to cracks which had
not been repaired as at the time of inspection in September,2023.

ln the circumstances, value for money amounting to Kshs.45,137,576 spent on the project

could not be confirmed.

6. Delay in lmplementation of Green Climate Fund Proiect

A grant agreement for Green Climate Fund between Government of Kenya and Federal
Republic of Germany was signed on 16 September, 2021. The project was to be
implemented in two phases. Phase I was to be implemented from 6 September,2021 to
25 March, 2023. Underphase l, thedonorwastofund 8,153,172Euroswhilethe recipient
was to provide a co-funding of 1,037,140 Euros. Phase 2 of the project was to be
implemented from 26 March, 2023 to 31 December, 2024. The donor was to provide a
grant of 11,756,828 Euros under the phase.

Under paragraph 4 of the agreement, the recipient was to make necessary budgetary
allocation for the project.

Review of the project revealed that implementation period for Phase I of the project had
lapsed, yet the project had not started. No justification was given for the delay in
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a
implementation of the project. Additionally, there was no evidence of any budgetary
dliocation and work plans for the project in financial2021l22 and 2022123.

In the circumstances, the delayed implementation of the Project will impact negatively on
the realization of the project objectives.

7. Wasteful Expenditure on Recruitment of Project Accountant

During the year under review, the process for recruitment of a Project Accountant was
concluded with the Interview Committee recommending two (2) candidates for
consideration for appointment. This entire process cost the State Department an amount
of Kshs.1,431,400. However, as at the time of the audit in December 2023, the position
had not bcen filled, despite the expenditure of Kshs.1 ,431,400 having been incurred in

respect of the process.

ln the circumstances, value for money on the funds incurred on the recruitment of the
project accountant could not be confirmed.

8. Overpayment to Kenya Electricity Generating Company Limited, (KENGEN)

Review of exchequer requisitions, notifications and receipts revealed that the State
Department received an amount of Kshs.1,977,214,777 meant for KENGEN during the
financial year. However, an amount of Kshs.1,982,927,709 was disbursed to KENGEN
resulting to an overpayment of Kshs.5,712,937. This is contrary to Regulation 54(1) of
Public Finance Regulations (National Government) 2015 which states that except as
provided for in the Act and these Regulations, an Accounting Officer of an entity may not
authorize payment to be made out of funds earmarked for specific activities for purposes
other than those activities.

!n the circumstances, Management was in breach of the law

9. Procurementlrregularities

The State Department incurred expenditure totalling Kshs.14,608,276 in respect of four
(4) tendea for procurement of various goods and services from unregistered suppliers.
This is contrary to Section 57(1) and (2) of the Public Procurement and Assets Disposal
Act, 2015 which states that the head of the procurement function of a procuring entity
shall maintain and update lists of registered suppliers, contractors and consultants in the
categories of goods, works or services according to its procurement needs and
submission of names shall be continuous and the registration Iist shall be updated
period ically respectively.

ln the circumstances, Management was in breach of the law.

1 0. Non-Gompliance with Approved Establishment

As previously reported, the State Department had exceeded its establishment by ninety-
eight (98) members of staff. Whereas the approved establishment had a provision of a
total of otre hundred and fifty-nine (159) members of staff (Comprising of 95 technical
staff and 64 support staff) tlle State Department had as at 30 June 2023, a total of two
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hundred and fifty seven (257) members of staff (71 technical staff and 186 support staff).
Section A.15 of the of the manual of Human Resource Policies and Procedures Manual
for the Public Service 2016 outlines the functions of the of Ministerial Human Resource
Management Advisory Committees (MHRMAC) which entail among others, making
recommendations to the Authorized Officer regarding Establishment and Complement
control.

The variance between the in post and the approved establishment was occasioned by a
review of the State Department's organizational structure and Staff Establishment by the
Public Service Commission in 2021, where a decision on the optimal staff establishment
of 159 members was communicated vide a letter ref. PSC/EMCS|14|TY|(2) dated
12 May,2021. The State Department appealed the decision of the Public Service
Commission vide a letter ref. dated 27 September, 2021, but no response had been
received by the Ministry as at the time of audit in December,2023.

ln the circumstance, Management was in breach of the law.

11. Non-Compliance with the Executive Order No.2 of 2018

As previously reported, review of procurement records indicated that the Ministry has not
fully adopted the E-procurement platform as required by Part !V of the Executive Order
No.2 of 2018. Management has explained that bids for standard goods and services
procured through Request for Quotations (RFO) are shared with bidders in the
procurement module in the lntegrated Finance Management lnformation System (lFMlS)
using the standard RFQ document issued by Public Procurement Regulatory Authority
(PPRA). The bidders would then download the document and submit both the bids
through the system or manually as the physical documents are then used in evaluation
by the Evaluation Committee, even though no manual submissions are allowed.

ln the circumstances, Management was in breach of the law.

l2.Anomalies in Framework Agreement on Development of Sustainable Green
lndustries

As previously reported, the Ministry entered into a Framework agreement with an
Australian Company for development of sustainable green industries in the country on
4 November,2020. However, the Agreement gave the private company exclusive rights
to undertake the following; -

i. Enter upon any land in liaison with landowners specified in each Authority with
such other persons, gear, appliances, and equipment as the company would deem
fit;

ii. Sink any well on the land.

iii. Make geological surveys and geophysical surveys on the land; and

iv. Generally, do allthings necessary in connection with the survey, investigation, test
or measurement.
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