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For ended June 30,2018

I. KEY MINISTRY INFORMATION AND MANAGEMENT

TRY OF TOURISM

and Flinancial Statements

) Background information(

de

The stry of Tourism was formed by Executive Order No.l /2016 dated May 2016(Organisation

of Government of the Republic of Kenya). At Cabinet level, the Ministry is represented by the

Secretary for Tourism, who is responsible for the general policy and strategic direction of the

The Vision of the Ministry of Tourism is to make Kenya "To be the preferred tourism

of choice" while the Mission is "To develop, manage and market sustainable tourism in

The mandate of the Ministry of Tourism is Tourism Policy and Standards, Development,

and Marketing of Tourism, Tourism Research and Monitoring, Protection of Tourism and

Re Tourism Financing and Tourism Training.

) Key Management

The Ministry of Tourism day-to-day management is under the following key organs:

. Senior Management Committee

. Ministerial Human Resource Advisory Committee

Fiduciary Management

The key management personnel who held office during the financial year ended 30th June,

2018 and who had direct fiduciary responsibility were:

G

'1

oN

1.

2.

J.

4.

5.

6.

Designation

Accounting Officer

Tourism Secretary

Director of Administration

Chief Finance Officer

Assistant Accountant General

Chief Economist

Name

Fatuma M. Hirsi

Said Athman

Albert Kobia

Margaret Byama

Rita Njiru

Simon Korir
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(d) Fiduciary Oversight Arrangements

- Audit committee activities

- Mintsterialbudgetimplementationcommittee

(e) Ministry of Tourism Headquarters

NSSF Building, Block A 15th Floor

Ngong Rd 5th Avenue

P.O Box 30126

Nairobi,Kenya

Contacts

Telephone: (254) 20 315001-6

E-mail: ps@tourism.go.ke

Website: www.tourism.go.ke

(f) Bankers

Central Bank of Kenya

Haile Selassie Avenue

P.O. Box 60000

City Square 00200

Nairobi, Kenya

(g) Independent Auditors

Auditor General

Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

(h) Principal Legal Adviser

The Attorney General

State Law Office

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenva
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II. FORWARD BY THE CABINET SECRETARY

The Tourism sector plays an important role in the economy of Kenya through its contribution to Gross

Domestic Product (GDP), employment and foreign exchange earnings. It also has several linkages with other
sectors of the economy. This puts the sector as a good pedestal lo catalyze investment and growth in other
sectors and therefore stimulate economic diversification across sectors through multiplier effect.

The (enya Vision 2030 identifies Tourism as one of the key sectors that will spearhead the envisaged

economic groMh rate of l\Yo per annum in the mediurn term. The overall aim of the tourism sector is to
position Kenya among the top ten long haul tourist destinations offering a high end, diverse and distinctive and

uniqug visitor experience.

The total allocation for the Ministry in the 2017-2018 Financial year was Kshs.2.744 Billion of which Kshs.

1.763 Billion(65%) was Recurrent and Kshs.0.98 Billion (35%) being Development. The actual expenditure
amouqted to Kshs. 2.10 Billion translating to an absorption rate of 76.5%o. This is represented as follows:

No Econom ic C lassifi cation Amount (Kshs Millions) Percentage

I Compensation of Employees 186 9%

2 Transfers to SAGAS 1,351 64%

3 Acquisition of Assets 189 9%

4 Others 383 t8%

Total 2,109 100v,

During the Financial year, the Ministry's programmes were geared towards recovery and growth of the

tourism industry and sustaining it towards increased tourism sector contribution to the economy. The year

2017 witnessed sustained growth in internationalarrivals and earnings, atrend which had commenced in 2015.

The security situation in the Country normalizcd, this led to the lifting of travel restrictions to Kenya by key

source markets. Additionally, strategic marketing and destination reassurance effofts provided the much

needed impetus to put the sector firmly on the recovery path.
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TOTAL
INTERNATIONAL
ARRIVALS

I

--,

,on l1474167l
zo,. 1 ,3421899
,o* 1r1801500

TOURISM
RECEIPTS

zou Ksh L19.9 bn.
,o,c Ksh 99.69bn.
,o,r Ksh 84.6 bn.

UP

9.8o/o

UP

20.30h

Aggressive tourism promotion in both the domestic and international markets together with
enhanced security within the country saw an improvement in the tourism sector during the
year. Tourism receipts grew to Kshs I19.9 Billion in 2017 from 99.7Billion the previous year. This
was as a result of an increase in international tourist arrivals from 1,339,700 Million to
1,448,800 million. Domestic bed-night occupancy stood at 3.645 million against the
previous year's 3.495 million.

Specific programmes and activities that contributed to the improved performance include creating
brand awareness and sustaining growth in key markets and increased penetration into new markets.
This was done through various programs like joint marketing campaigns with Huawei in China, Joint
marketing campaign with Travel Trade United States Tour Operator Association's Annual (USTOA)
conference, participating in travel expos, direct consumer engagement in the USA, strategic
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partnerships with premium brands as well as PR and Media interviews to maintain the visibility of
the brand.

To stimulate growth and grow awareness of the domestic market, various programmes like the
Tembea, Kenyanamimi campaign and other social media campaigns were undertaken. In addition,
various cultural festivals were undertaken across the country. Stakeholder engagements for both the
local and international stakeholders were undertaken, like foreign correspondents breakfast forum
and domestic familiarization trips. Other programs and initiatives included targeted trade forums in a
number of counties, implementation of a 360 degree communication framework as well as installing
a number of tourist signages.

Product and Infrastructure development was also another key focus of the Ministry during the
financial year with focus on innovative and sustainable products. The Ministry carried on with the
development of Nairobi International Convention and Exhibition Centre (NAICEC) which aims at
expanding the MICE tourism capacity. Development of cruise terminal in Mombasa is also underway
as well as the construction of Ronald Ngala Utalii College in Kilifi. The Ministry also continued with
the rehabilitation works on one of the access roads to Meru National Park from Farm to Murera Gate.

Other initiatives included efforts to mainstream Women and Youth into Tourism. One such
intervehtion "Ushanga Programme", which is part of the 'big four' agenda with the aim of adding
value to locally made products to increase income for Kenyans specifically Women from the beads
producing communities. Secondly, as regards youths, the ministry rehabilitated the little theater club
in Mombasa, as a way of developing music and performing arts talent, one of the flagship projects
under Vision 2030 and a potential tourism product.

On emerging issues, today's traveller is technology savvy and technology plays an immense role in
choosing a destination and in consumption of the tourism product offering. In addition, the tourists
are increasingly becoming sophisticated, wants experiential travel to interact with the destination.
Tourists have changed across the generations ranging from the young millennials and the baby
boomers. Policy interventions are being formulated taking into considerations some of these

emerging issues. These emerging issues have been mainstreamed in the National Tourism Blueprint.

'fourism sector experienced a number of challenges which included product quality, incidences of
poaching, inadequate physical infrastructure, inadequate bed capacity and poor distribution of
facilities across regions, funding challenges and weak inter-govemmental collaboration among
others.

Hon. Najib Balala, EGH

CABINET SECRETARY

MINISTRY OF TOURISM
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STATEMENT OF MINISTRY MANAGEMENT RESPONSIBILITIES

Section 8l (1) of the Public Finance Management Act,20l3 requires that, at the end of each financial

year, the accounting officer for a National Government Ministry shall prepare financial statcments in

respect of that Ministry. Section 8l (3) requires the financial statements so prepared to be in a form

that complies with relevant accounting standards as prescribed the Public Scctor Accounting

Standards Board of Kenya from time to time.

The Accounting Officer in charge of the Ministry of Tourism is responsible for thc prcparation and

prcsentation of the Ministry's financial statements, which give a true and fair view of the state of affairs

of the Ministry for and as at the end of the financial year (period) ended on June 30, 2018. This

responsibility includes: (i) maintaining adequate financial management arrangcments and ensuring

that these continue to be effective throughout the reporting pcriod; (ii) maintaining proper accounting

records, which disclose with reasonable accuracy at any time the financial position of the Ministry;

(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 asscts of the Ministry; (v) sclecting and applying

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

circumstances.

l'he Accounting Officer in charge of the Ministry of Tourism acccpts rcsponsibility for the Ministry's

financial statements, which have bcen prepared on the Cash Basis Method of Financial Reporting,

using appropriate accounting policies in accordance with Intemational Public Sector Accounting

Standards (IPSAS). The Accounting Officer is of the opinion that the Ministry's financial statements

give a true and fair view of the state of Ministry's transactions during thc financial year ended June 30,

2018, and of the Ministry's financial position as at that date. The Accounting Officer charge of the

Ministry of Tourism further confirms the completeness of the accounting records maintained for thc

Ministry, which have been relied upon in the preparation of the Ministry's financial statements as well

as the adcquacy of the systems of intemal financial control.

The Accounting Officer in charge of the Ministry of Tourism confirms that the Ministry has complied

fully with applicable Govemment Regulations and the terms of external financing covenants (whcre
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and that the $ the year under audit were used for the

pfrpor.r for ihictt they'were intended and were properly accounted for. Ftrther lhe
i.

Officer confirhs that the Ministry's financial stderrcnte have boru'prognrcd in a frrm thot

with relevant accounting standards prescribed by the Fublie Sector Accounting Standards

of Kenya.

of the linancial statements

s financial statements were.approved and signed by the Accounting Officer on 31st

2018.

Secretary

The

Joe Okudo

Principal Accountant

Name : Isaac I\rib-uthia

ICPAK MemberNo.8730
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REPUBLIC OF KENYA

ax: +
+254-20-342330

I 1482
P.O. Box 30084-00100

NATROBI-Mail .go.ke
w www.kenao.go.ke

OFFICE OF THE AUDITOR.GENERAL
REPORT OF THE AUDITOR-GENERAL ON MTNISTRY OF TOURISM FOR THE
YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Ministry of Tourism set out on
pages 8 to 42 which comprise the statement of financial assets and liabilities as at 30
June 2018, and the statement of receipts and payments, statement of changes in equity,
statement of cash flows and statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I 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 Ministry of Tourism as at 30 June 2018 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 the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. lnaccurate Cash and Cash Equivalents

The cash and cash equivalents as at 30 June reflected Kshs.32,545,359. However, the
supporting trial balance indicated a figure of Kshs.14,450,735,288 resulting to an
unreconciled difference of Kshs. 1 4,418,189,929 as tabulated below:-

Report of'the Auditor-Ceneral on the Financiul Statements of Ministr.,- of kturism fbr the.veur ended 30 June 20lll

Balance as Per
Financial Statement

Kshs.
Difference

Kshs.
Bank Account No.

Balance as
Per Trial
Balance

Kshs.
1 00021 01 33-
Recurrent account

3,130,903,694 433,698 3,129,653,359

4,820,826,1221000210095 -
Development
Account

4,820,828,208 598,042

31,506,997 (31,506,997)100021 2675 -
Deposit Account

Promoting Accountabilily in the Public Sector



a
Bank Account No.

Balance as
Per Trial
Balance

Kshs.

Balance as Per
Financial Statement

Kshs.
Difference

Kshs.
Cash in hand 6,499,003,386 6,622 6,498,996,764

Total 14,450,735,288 32,545,359 14,418,785,885

ln view of the above unreconciled differences, it has not been possible to confirm the
accuracy and completeness of cash and cash equivalents balance of Kshs.32,545,359
as at 30 June 201 8.

2. Expenditure on Payment of a Pending Bill and Non-Disclosure

As reported in the previous year's audit, the Ministry made a payment of Kshs.150
million to a local law firm in respect of pending bill from the former Ministry of Trade.
Available information indicates that the payment was in respect of an initial bill of
Kshs.12 million payables to Tele News Africa and Atlantic Region but which was in
contention as the contract for advertising services by the firm had expired in June 2004
but the firm continued to render the service. The Attorney General vide letter Ref.
A.G/CIRy3016l04 in 2006 observed that the Ministry was obligated to settle the claim
since the Ministry agreed to participate in disputed third phase of the Programme. As at
17June 2010, the bill had accumulated to Kshs.52,606,872 being outstanding amount
plus 3% interest since 2004. ln August 2011, the Attorney General advised the Ministry
of Trade and lndustry to pay the contractual amount but negotiate the interest payable
even though there was no formal contract for Phase 11. However, the advice was not
adhered to.

The firm went to court for non-payment and by the judgement dated 24 July 2012 ruled
in their favour, the firm was awarded Kshs.110,061,691 being the initial Kshs.12 million
plus 26% interest since April 2004. Part payment was made in July 2013 of Kshs.65
million as interest continued to accumulate. As at December 2016, the outstanding bill
had accumulated to Kshs.210 million.

It was noted that there was lack of diligence on the side of the then Ministry's officials in
allowing the company to continue offering the services without a valid contract. There
was also further negligence on part of the officials in not adhering to the professional
advice by the Attorney General to pay the outstanding amount and negotiate the
interest payable in 2011. Had this advice been followed, this could have saved the
Government the interest accumulated of Kshs.198 million.

ln the year under review, a further payment of Kshs.70 million was made. Despite the
fact that the Ministry to date has paid Kshs.220 million against Kshs.210 million as per
December 2016 accumulated balance, the Ministry has since received an estimation
statement from the Attorney General instructing the Ministry to pay a further amount of
Kshs.62 million arising from the accrued interest. The same has not been disclosed on
the face of the financial statements nor by way of notes.
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Consequently, there is risk of further loss of public funds through continued
accumulated interest and penalties. The Ministry should therefore fast track on
settlement of this issue to avoid further interest and penalties.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Ministry of Tourism in accordance with ISSAI
30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with the
lSSAls 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.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, I have determined that there are no Key Audit
Matters to communicate in my report.

Other Matter

1. Budget Under Absorption

The following expense items were noted to have significant under absorption;

Proqram Item Description
Final Budget

Kshs.

Actual
Expense

Kshs.
Variance

Kshs.
Variance

Yo

306000000 Tourism
Development and
Promotion

3,689,008,614 3,015,059,025 673,949,589 180

2520000 Subsidies 116,600,000 1 16,600,000 100%

2630000 Transfer to other
Government Units

2,729,868,517 2,253,782,739 476,085,778 17o/o

31 10000 Acquisition of
Assets

253,021,941 189,904,622 63,1 17,319 25o/o

2210000 Goods and
Services

361,586,673 343,049,093 18,537,580 5%

Consequently, the Ministry may not have achieved its desired objectives in its planned
activities.

2. Unrelated Expenditure on Various ltems and Unrealistic Budget

The Ministry's mandate entails the management to spend mainly on items aimed at
development of tourism policy and standards, development, promotion, marketing of
tourism, tourism research and monitoring, protection of tourism and regulations, tourism
financing, tourism training, tourism recovery and supervision. However in the cause of
audit it was not possible to establish how Kshs.63,731,876 spent on various
heads/items were related to tourism recovery as detailed below;

Report ol-the Autlitor-Gcnerul on the Finunciul Stutements of fulinistr.v of.kturi.sm.t'br the.vear ended 30 June 2018
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No. Nature of ltem Specific Expenditure Amount
Kshs.

1 Hospitality Supplies and Services Token of Appreciation
Task Force 720,000

2 Specialized materials and
servrces

Task force
5,001,600

3 Foreign Travel Task Force 320,100
4 Operatinq Expenses Task Force 3,753,000
5 Acquisition of Assets-Tourism

Recovery
Task Force (Various)
lmprest Surrender

18,172,627
35,764,550

Total 63,731,876

3. Acquisition of Assets - Tourism Recovery

As previously reported in the year ended 30 June 2017 , the Ministry spent an amount of
Kshs.1 ,042,214,337 under expenditure item acquisition of assets (tourism recovery)
sub-item; research, studies, project preparation, design and supervision. The scrutiny of
the expenditure in the previous year revealed that an amount of Kshs.206,569,933 was
incurred on items not related to tourism recovery. Further, most of the expenditure were
recurrent in nature rather than development (acquisition of assets) as ought to have
been the case. Consequently, it was not possible to confirm propriety of funds
amounting to Kshs.206,569,933 as then reflected in the financial statements.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the basis for Qualified Opinion section of
my report, I confirm that, nothing else has come to my attention to cause me to believe
that public resources have not been applied laMully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000.The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
oroced ures oerfo rmed exce ot for the matters described in the Basis for Qualified

4



Opinion section of my report, I confirm that, nothing has come to my attention to cause
me to believe that internal controls, risk management and overall governance were not
effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330.The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with international Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

ln preparing the financial statements, management is responsible for assessing the
Ministry's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless the
management either intends to liquidate the Ministry's or to cease operations, or have no
realistic alternative but to do so.

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

ln addition to the responsibility for the preparation and presentation of the financial
$tatements described above, management is also responsible for ensuring that the
dctivities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Ministry's financial
rpporting process, reviewing the effectiveness of how the entity monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
cbntrol environment

Aiuditor-General's Responsibilities for the Audit of the Financial Statements

The audit objectives are to obtain reasonable assurance about whether the financial
stlatements as a whole are free from material misstatement, whether due to fraud or
ertor, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act,2015 and submit the audit report in
cdmpliance with Article 229(7) of the Constitution. Reasonable assurance is a high level

ul Stutenants o/ lvlini:;t4,'of Tourism litr the.veur ended 30 June 2018Report o/ thc Auclirot-Generul on the Finunci
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of assurance, but is not a guarantee that an audit conducted in accordance with lSSAls
will always detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and the audit of
compliance, I consider internal control in order to give an assurance on effectiveness of
internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act,2015 and
submit the audit report in compliance with Article (229)(7) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in the amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. 

. : ..
Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

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

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

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

6
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uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify my opinion. My conclusions are based on the audit evidence obtained up
to the date of my audit report. However, future events or conditions may cause the
Ministry to cease to continue to sustain its services.

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

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

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

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

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

FCPA Edward R. O. Ouko, CBS
Auorron-cENERAL
Nairobi

29 March 2019

ReOaT o/ the Auditor-Generul on thc Financiul Statemants q/ lV[inistr.v of'Torrrism /br tha v'ear endcd 30.lune 2018





1 MINISTRY OF TOURISM
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uI. STATEMEN.T OF RECFIPTS AITIP PAYMENTS

The 4ccounting policies and explanatory notes to these financial statements form an integral part of the
financial statements. The Ministry financial statements were approved on 3lst December 2018 and signed by:

Princifal Secretary

Name:, Joe Okudo

Principal Accountant

Name: Isaac Mbuthia

ICPAK Member No.8730
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RECEIPTS

I 2,10s.599.884 4,652.8s0.000

Transfers from Other Government Entities

uer releases

, 2,450.005 0

from Sale of Assets 3 0 24,000

Other Receipts 4 902,357,570 745,132,313

tora.l RECETPTS 3,010,407,459 5.398.006.313

YMENTS

Compensation of Employees 5 186,83 I,481 223.270.827

Use of goods and services 6 343,049.093 102,666,5ts

to Other Govemment Units 7 2.253.782.739 3,997,132,313

Qb". grants and transfers 8 24,100.000 21.949.281

Sopial Security Benefits 9 t6,999.998 2.644.125

of Assets 10 189,904,622 1,042.700.9s7

TqTAL PAYMENTS 3,014,667,933 5,390,364,019

SURPLUS/DEFICIT (4.260.474\ 7.642,295





TRY OF TOURISM

and Financial Statements

the ended June 30 20r8

ry STATEMENT OF ASSETS AND LIABILITIES

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

statements. The financial statements were approved on 3 I st December 2018 and signed by:
The

Secretary
Name Okudo

Principal Accountant
Name: Isaac Mbuthia
ICPAK Member No.8730

9

ANCIAL ASSETS

h and Cash EouivalentsCar

45.r01.844ltA 32,538,737Ban < Balances

llB 6,622 0Casl r Balances

32.545.359 45.101.844Tot: I Cash and cash equivalent

(3.352.148)Acc< runts receivables - Outstanding Imprests t2 2,343,460

41.749.69634.888,819TOl AL FINANCIAL ASSETS

FIN^/ NCIAL LIABILITIES

31.506.997 34.t07.400Accor mts Payables - Deposits and retentions 13

3.381.822 7.642,296NET JINANCIAL ASSETS

REPR ESENTED BY

t4 7.642.296 132,040,085Fund ralance b/fwd

0 (l32.040.085)Prior :ar adiustment l5

7.642,295s/Deficit for the vear (4,260,4741Surplu

3.381.822 7,642,295NET F TNANCIAL POSITION



MINISTRY OF TOURISM
Reports and Financial Statements

For the year ended Junc 30,2018
V. STATEMENT OF CASH FLOWS

The accounting policies and explanatory notes to these financial statements

financial statements. The Min financial statements were approved on 3 I st

Principal Secretary
Name: Joe Okudo

Principal

an part of the

Name: Isaac Mbuthia
ICPAK Member No.8730

Exchequer Releases I 2,105,599,884 4,652,850.000

2 2,450.005 0
Transfers from Other Government Entities

Other Revenues 4 902,357.570 745.132.3t3

3,OtO,407,459 5,397,992,313

ments for

of 5 r 86,83 1,48 t 223,270,827

Use of s and services 6 343,049.093 102,666.51s
'fransfers to Other Government Units 7 2,253,782,739 3.997,132.313

and transfersOther 8 24,100,000 21,949,281

Social Secur Benefits 9 r6,999,998 2,644.12s

2,824,763,3L1 4,347,663,061

for

in receivablesCh (s,6es,608) 4,275,115

ln (2,600,403) ( I3,361,040)

Adjustments during the year 0 ( r 32,040,085)

Net cash flow from operating activities 177,348,t38 909,L93,242

CASHFLOW FROM INVESTING ACTIVITI ES

Proceeds from Sale of Assets 3 0 24.000

uisition of Assets l0 (189,904,622\ (1,042,700,957)

Net cash flows from Investin Activities (189,904,6221 (1,042,676,9571

CASHFLOW FROM BORROWING ACTIVITIES

NET INCREASE IN CASH AND CASH

EQUIVALENT (12,5s6,48s) (133,483,71s)

Cash and cash equivalent at BEGINNING of the year l4 45,101,944 178.58s.558

Cash and cash equivalent at END of the year 32,545,359 45,101,843

l0

and signed by:
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MINISTRY OF TOURISM
Reports and Financial Statements

For the year ended June 30,2018

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

out below:

1. Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with Cash-basis International Public
Sector Accounting Standards (IPSAS) as prescribed by the Public Sector Accounting Standards

Board (PSASB) and set out in the accounting policy note below. This cash basis of accounting has

been supplemented with accounting for; a) receivables that include imprests and salary advances

and b) payables that include deposits and retentions.

The financial statements comply with and conform to the form of presentation prescribed by the

PSASB. The accounting policies adopted have been consistently applied to all the years presented.

2. Reporting Ministry

The financial statements are for the Ministry of Tourism The financial statements encompass the

reporting Ministry as specified under section 81 of the PFM Act2012 and also comprise of the

following development projects implemented by the Ministry:

(a) Sustaining new markets and sitting booths in tourism target markets

(b) Meru national park access road

(c) Little theatre club in Mombasa

(d) Charter Incentive Programme

(e) Tourism Recovery

(f) Nairobi International Convention centre (NICEC)

(g) Ronald Ngala Utalii College

(h) Capital Lending to hotels

3. Reporting Currency

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

reporting crrrency of the Government and all values are rounded to the nearest Kenya Shilling.

4, Significant Accounting Policies

16
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,MINISTRY OF TOURISM

Reports and Financial Statements

For the year ended June 30, 2018

The accounting policies set out in this section have been consistently applied by the Ministry for

all the years presented.

a) Recognition of Receipts

The Ministry recognises all receipts from the various sources when the event occurs and the

related cash has actually been received by the Ministry.

. Transfcrs from the Exchcquer

Transfers from the exchequer are recognized in the books of accounts when cash is

received. Cash is considered as received when payment instruction is issued to the bank

and notified to the receiving Ministry.

. Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of
assets and sale of tender documents. These are recognised in the financial statements the

time associated cash is received.

b) Rccognition of payments

The Ministry recognises all payments when the event occurs and the related cash has actually been

paid out by the Ministry.

. Compensation of Employees

Salaries and wages, allowances, statutory contribution for employees are recognized in the

period when the compensation is paid.

. Use of Goods and Services

Goods and services are recognized as payments in the period when the goods/services are

paid for. Such expenses, if not paid during the period where goods/services are consumed,

shall be disclosed as pending bills.

. Acquisition of Fixed Assets

The payment on acquisition of property plant and equipment items is not capitalized. The

cost of acquisition and proceeds from disposal of these items are treated as payments and

receipts items respectively. Where an asset is acquired in a non-exchange transaction for

nil or nominal consideration and the fair value of the asset can be reliably established, a

contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each public Ministry and a summary provided for

t7



MINISTRY OF TOURISM
Reports and Financial Statements

For the vear ended June 30,2019

purposes of consolidation. This summary is disclosed as an annexure to the financial
statements.

5. Cash and Cash Equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value.
Bank account balances include amounts held at the Central Bank of Kenya and at various
commercial banks at the end of the financial year.

Restriction on Cash

Restricted cash represents amounts that are limited/restricted from being used to settle a liability
for at least twelve months after the reporting period. This cash is limited for direct use as required
by stipulation.

Amounts maintained in deposit bank accounts are restricted for use in refunding third party
deposits. As at 30th June 2018, this amounted to Kshs 31,506,997.30 compared to Kshs
31,826,890.00 in prior period as indicated on note 13.

There were no other restrictions on cash during the year

6. Accounts Receivable

For the purposes of these financial statements, imprests and advances to authorised public officers
and/or institutions which were not surrendered or accounted for at the end of the financial year are

treated as receivables. This is in recognition of the goverrunent practice where the imprest
payments are recognized as payments when fully accounted for by the imprest or AIE holders.
This is an enhancement to the cash accounting policy. Other accounts receivables are disclosed in
the financial statements.

7. Accounts Payable

For the purposes of these financial statements, deposits and retentions held on behalf of third
parties have been recognized on an accrual basis (as accounts payablcs). This is in recognition of
the government practice of retaining a portion of contracted services and works pending fulfilment
of obligations by the contractor and to hold deposits on behalf of third parties. This is an

enhancement to the cash accounting policy adopted by National Government Ministries and

Agencies. Other liabilities including pending bills are disclosed in the financial statements.
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8. Pending Bills

Fending bills consist of unpaid liabilities at the end of the financial year arising from contracted

goods or services during the year or in past years. As pending bills do not involve the payment of
cash in the reporting period, they recorded as 'memorandum' or 'off-balance' items to provide a

sense of the overall net cash position of the Ministry at the end of the year. When the pending bills

are finally settled, such payments are included in the Statement of Receipts and Payments in the

year in which the payments are made.

9. Budget

The budget is developed on a comparable accounting basis (cash basis except for imprest and

deposits, which are accounted for on an accrual basis), the same accounts classification basis, and

for the same period as the financial statements. The original budget was approved by Parliament

on June 2017 for the period l't July 2017 to 30th June 2018 as required by Law and there were two

supplementary adjustments to the original budget during the year.

A comparison of the actual performance against the comparable budget for the financial year

under review has been included in the financial statements.

Govemment Development Projects are budgeted for under the MDAs but receive budgeted funds

as transfers and account for them separately. These transfers are recognised as inter-Ministry

transfers.

10. ComparativeFigures

Where necessary, comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

11. Subsequent Events

There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended 30th June 2018.

12. Errors
Material prior period errors shall be corrected retrospectively in the first set of financial statements

authorized for issue after their discovery by: i. restating the comparative amounts for prior

period(s) presented in which the error occurred; or ii. If the error occurred before the earliest prior

period presented, restating the opening balances of assets, liabilities and net assets/equity for the

earliest prior period presented.During the year, errors that have been corrected are disclosed under

note 15 explaining the nature and amounts.
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a

X. NOTES TO THE FINANCIAL STATEMENTS

RELEASES

Budgeted exchequer versus received exchequer varies due to exchequer requested but not

funded during the year

2 TRANSFERS FROM OTHER GOVERNMENT ENTITIES

The above transfers were received from the following self-reporting entities in the year

2a) TRANSFERS FROM OTHER GOVERNMENT ENTITIES

uer Releases forTotal I 00
1,056,150,000

Releases forTotal 2
1,275,200,000

Total Releases for uarter 3 77 0
53,800,000

Total Releases for uarter 4 8 9
2,267,700,

Total 2

Transfers from Central sovernment entities 2,450,00s.00

TOTAL 2.450.005.00

Transfers from Central government

entities

.i

TOURISM REGULATORY

AUTHORITY JUNE 2OI7 PE REFUND
2,450,005.00 0 2.450.005.00 2.450.001

TOTAL 2.450.005.00 2.450.00 I
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

PROCEEDS FROM SALE OF ASSETS

4 OTHER REVEI\UES

Receipts Not Classified Elsewhere comprise of:

Salary refund i.r.o Simon Kiarie for May and June 2017 salary paid after secondment

FT|8L29Z0L7V received on 9th may in recurrent bank no details provided

OF EMPLOYEES

l.

ll.

178,348.00

15,000.00

5

24,000.000Receipts from the Sale of Strategic Reserves Stocks

24,000.000Total

745.t32.313902,164,222

Receipts from Administrative Fees and Charges - Collected as

AI,A

193,348

Not Classified Elsewhere

745.132.313902,357,570f,otal

105.536.193 109,889,117.00B mic salaries of permanent employees

108.646.190.0070,870,481as ofallowances

4.735.520.0010,424,807Pe as reimbursementsrsonal allowances paid

223,270.827186,831,481tal
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

6 USE OF GOODS AND SERVICES

703,038.00990,000Utilities, supplies and services

4,155,640.001,558,384Communication, supplies and services

6,018,861.0023,428,234Domestic travel and subsistence

31,009,994 8,934,051.00Foreign travel and subsistence

916,960 1,201,790.00Printing, advertising and information supplies & services

45,601,920.0040,011,070Rentals of produced assets

2.195.747 5,172,302.00Training expenses

9.132.315 6,616,430.00Hospitality supplies and services

Insurance costs

15,045,969.0030,715,156ized materials and servlcesS

4,011,023.007,785,946Office and general supplies and services

1 84,801,288 909,461.00Other operating expenses

4,053,962 705,083.00

Routine maintenance - vehicles and other transport

1,214,679.00320,607Routine maintenance - other assets

2,376,268.0011,491,031Fuel Oil and Lubricants

343.049.093 102,666,515Total
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OTES TO THE FINANCIAL STATEMENTS (Continued)

GRANTS AND TRANSFERS TO OTHER GOYERNMENT ENTITIES

above transfers were made to the entities in the

I

fWe 
have confirmed these amounts with the recipient entities and attached these confirmations

fs an Appendix to this financial statements

the

Transfers to National Government entities

(SCOA Codes 2630100, 2630200, 2640400,

2640 5 00, 26499 00, 2820 | 00, 2820200, 2 8203 00)

2.253.782.739 3,997,132,313See affached list

2.253.782.739 3.997.132313TOTAL

Transfers to SAGAs and

SCs

15.000.000 131.000.000.00 347,000,000

RegulatoryTourism

Authority 201,000,000

20.000.000 19s,000,000.00 464,768,517Bomas of Kenya 249,768,517

25.000.000 473.164,222.00 628,164,222Kenya Utalii Colleee 130,000,000

103.000.000.00 s88.s00.000360,500,000 125,000,000Kenya Tourism Board

93.750.000 0 93,750,000Tourism Fund 0

0 75.000,000

FinanceTourism

Corporation 0 75,000,000

10.000.000 56,600,000Tourism Research Institute 46,600,000

2.253.782.739987.868.517 363.750.000 902,164,222TOTAL
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NOTES TO THE FINAIICIAL STATEMENTS (Continued)

8 OTTTN'N GRANTS A]\ID TRANSFERS

(a) Scholarships were provided to Kenya Utalii College

(b) Subscription was to World Tourism Organization.

9 SOCIAL SECI]RITY BENEFITS

Gratuity payments were to employees on contract at the end of their contacts

Membership dues and subscriptions to international

organizations 4,100,000 1,949.281

Scholarships and other educational benefits 20,000.000 20.000.000

Total 24,100,000 21,949281

Government pension and retirement benefits 16.999.998 2.644.12s

Total 16,999,998 2,644,125
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OTES TO THE FINANCIAL STATEMENTS (Continued)

0 UISITION OF ASSETS

I A: Bank Accounts

486.620Overhaul of Vehicles and Other Transport Equipment 0

1.042.214.337189,904,622Research, Studies, Proiect Preparation, Design & Supervision

1.042.700.957189,904,622Sub-total

Financial Assets

0 0Sub-total

189.904.622 1,042,700,957Total

13.008.083
RECURRENT

I 433,698

Central Bank of Kenya,

1000303255,KShs

598.042 266,871
DEVELOPMENT

1

Central Bank of Kenya,

1000303263 ,KShs

I 31,506,997 3 I,826,890

Central Bank of Kenya,

1000303573,K9hs
DEPOSIT

I
0 0

Central Bank of Kenya,

100030i298,KShs

CBK 165

45.101.84432,538,737Total
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11B: CASH IN HAI\D

12: ACCOUNTS RECEMBLE - OUTSTAIIDING IMPRESTS

See annex 2

13. ACCOUNTS PAYABLE

Cash in Hand - Held in domestic curency 6,622 0

Total 6,622 0

Government Imprests

2.290.909 351,100

Salary advances

40,090 12.404

District suspense

0 G.7ts"6s2\
Clearance accounts

12,461 0

Total 2343.460 (3352,148)

Deposits 31,506,997 31.826.890

Amounts Payable to Third parties 2,280,s10

Iotal 31.506.997 34.107.400
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ANALYSIS OF DEPOSIT ACCOUNT NO.1OOO3O3573

F'UND BALAIICE BROUGHT FORWARD

PRIOR YEAR ADJUSTMENTS

of the error 2016-2017

Kshs

ustments on bank account balances

ustments on cash in hand

ustrnents on payables

on receivables

(177,37r,047)

(1,214,511)

(922,967)

47,468,440

0

(132,040,085)

DATE OF

RECEIPT MR NO.

FROM WHOM
RE,CEIVED

PURPOSE OF

DEPOSIT AMOUNT

4382615 Flolizz Contractors Retention Money s48,937.7s30-Jun-15

25.000.000.003O-Jun-15 10000862 Mulii -Tourism Fund Retention Money

6-Jul-17 7287690 Flolizz Contractors Retention Money 672,069.20

Jovtech Entemrises Retention Money 1.004.803.606-Jul-17 7287689

4.281.t86.751O-Jul-17 7287691 Flolizz Contractors Retention Money

TOTAL 31.506,997.30

Bank accounts 45, t 0l,844 177,371,047

0 r.2t4.5ttCash in hand

(3.3s2.148 ) 922,967Accounts Receivables

(34.r07.400) G7.468.440)Accounts Payables

132.040.0857,642,296Total

To
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16. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the Financial Year201412015 summary of issues raised by the external auditor,

and recommendations Par Account Committee.

201412015 45S.Expenditure

Not Related to

the State

Department

The Committee recommend that:-

1. Within three months of the

adoption of this Report, the former

Accounting Officer, Dr. Ibrahim

Mohammed should ensure that he

liaises with the current Accounting

Officer to avail to the Auditor

General supporting documentation

requested to support payment of
Kshs.3,680,000.00 for audit

verification and review.

2. Where the former Accounting

Officer fails to provide the

supporting documents, the Cabinet

Secretary-National Treasury should

proceed to surcharge him for

Ksh.3,680,000.00 pursuant to the

provisions of Article 226(5) of the

Constitution and section 202 of the

Public Finance Management Act,

20t2.

3. The EACC and DCI must

investigate the propriety of transfer

of Ksh.3,680,000.00 from the State

Department of Commerce and

Tourism during the financial year

201412015 with a view to

prosecuting any person found

for a criminal offence.

The current accounting

officer liaised with the

former accounting

officer with a view of
reviewing the

supporting documents

to be availed to the

auditor.

The following

documents were then

availed to the auditor

for review and

verification:

l. Letter from

Coffee

directorate

ref:ADW2|8l2

C dated 6th july

20r5

2. Copies of bank

statements

showing receipt

and onward

forwarding of
Kshs.3,680,000.

00
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Accurate and complete

financial statements are

submitted to the

auditors within three

months after the end of
each financial year

459. Prior Year

Adjustment

The Committee recommended that

the Accounting Officers must at all

times ensure that they provide the

Auditor General and any other office,

where relevant, with any information

it may require to fulfill its functions

pursuant to the provisions of section

68(2)(n) of the Public Finance

Management Act, 2012.

t4t20t5?0
I

I

ResolvedI 4120 I 52b 460. Pending

Bills
Accurate and complete

financial statements are

submitted to the auditor

within three months

after the end of each

financial year

The Committee recommended that

the Accounting Officers must at all

times ensure that they:

l. prepare annual cash flow which

shall be broken down into a three

months rolling basis and adjust them

reflect any implementation realities

in consultation with the National

Treasury pursuant to the provisions

of regulation 44(3) of the Public

Finance Management Qrlational

Government) Regulations, 20 1 5.

2. submit financial statements for

review at least within three months

after the end of the financial year

pursuant to the provisions of Section

8l (a)(a) of the Public Finance

Management Act, 2012.

l

zlruDots 461. Late

disbursements

of Grants

Resolvedzod/zors 462. Budgetary

Control and

Performance

29



MINISTRY OF TOURISM
Reports and Financial Statements

For the year ended June 30,2018

20t4l20ts 463. Payments

towards Ronald

Ngala Utalii

Academy

The Committee recommended that

the Accounting Officers must ensure

that all contracts entered into by the

entity are lawful and are complied

with pursuant to the provisions of
section 68(2)(d) of the Public

Finance Management Act, 2012.

The accounting officer

has ensured that all

contracts entered into

by the state department

are lawful and are

complied with.

2014t20t5 464. Open Plan

Partitioning

Contract at

Utalii Housed

4ft Floor

The Committee recommended that:

1. Within three months of the

adoption of this Report, the former

Accounting Officer, Dr. Ibrahim

Mohammed should ensure that he

liaises with the current Accounting

Officer to avail to the Auditor

General justification for payment of
Ksh8.5million without a signed

contract.

2. where the former Accounting

Offrcer fails to provide the

supporting documents, the Cabinet

Secretary - National Treasury should

proceed to surcharge him for

KshS.Smillion pursuant to the

provisions of Article 226(5) of the

Constitution and section 202 of the

Public Finance Management Act,

2012.

3. the EACC and DCI should within

three months after the adoption of
this report, investigate the propriety

of payment of KshS.5million from

the State Department of Commerce

and Tourism during the financial

year 201412015 with a view to
prosecuting any person found

culpable for a criminal offence.

The current accounting

officer liaised with the

former accounting

officer with a view of
reviewing the

supporting documents

to be availed to the

auditor.

The following

documents were then

availed to the auditor

for review and

verification:

1. Copy of the

agreement dated

z4th :ruly,2ol4.

2. Certificate No.2

for Contract No.

MEAACTI1312

013-14 dated

27th october

20t4.

3. Certificate of
practical

completion

dated 22nd

October,2014.

30
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Secretary
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Principal

Name: Isaac Mbuthia

ICPAK Member No.8730

Accurate and complete

financial statements are

submitted to the auditor

within three months

after the end of each

financial year.

t"0t4120t5 465. Payment

of Irregular

Pending Bills

The Committee recommended that

the Accounting Officers must at all

times ensure that they submit

accurate and complete financial

statements for review at least within

three months after the end of the

financial year pursuant to the

provisions of section 8l(a)(a) of the

Public Finance Management Act,

2012.
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